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cuts,  defaces,  breaks  or  injures 
any  book,  map,  chart,  picture, 
engraving,  statue,  coin,  model, 
apparatus,  or  other  work  of  lit- 
erature, art,  mechanics  or  ob- 
ject of  curiosity,  deposited  in 
any  public  library,  gallery, 
museum  or  collection  is  guilty 
of  a  misdemeanor. 
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For  the  name  of  the  authorized  Ferrari  dealer  nearest  you,  call  these 

numbers  toll-free:  (800)  447-4700  or,  in  Illinois,  (800)  322-4400,  in  Alaska  and  Hawaii,  (800)  447-0890. 


EVEN 
THE  RICH 
APPRECIATE 
BECOMING 

KIwbIeK 


You  get  a  dramatic,  assured  re- 
turn on  your  investment  in  CATS? 
also  known  as  zero  coupon  bonds. 
Very  simply,  CATS  are  securi- 
ties which  represent  ownership 
of  interest  and  principal  pay- 
ments on  U.S.  Treasury  notes  or 
bonds.  That  means  CATS  (Certifi- 
cates of  Accrual  on  Treasury 
Securities)  are  backed  by  securi- 
ties of  the  Federal  government;  it 
is  like  being  AAA-rated. 

And  since  you  can  buy  them 
at  a  sizeable  discount  from  their 
h       'ing  value,  Kidder,  Peabody 
b        es  CATS  are  one  solid  way 
;  in  the  high  interest  rates 
ble  today  in  U.S.  Govern- 
securities. 

lechart  shows  the  dramatic 

c        h  of  a  $20,000  CATS  invest- 

n        Note  that  in  six  years  your 

/  would  double,  in  ten  years 

loney  would  triple  and  in 

ty  years  it  would  be  worth  ten 

.your  original  investment. 

)f  course,  if  your  preference 

tax-exempt  income,  Kidder, 


Peabody's  unique  Compound 
Interest  Bond  (CIB)  program  can 
be  for  you.  CIB  (also  a  zero 
coupon  bond)  is  another  solid 
opportunity  for  substantial  gains 
at  maturity  with  the  advantage  of 
all  gain  being  free  of  Federal  per- 
sonal income  taxes. 

So  whether  you  prefer  tax- 
free  or  taxable  income,  we  think 
you  will  agree  that  CIBs  and 
CATS  are  for  those  wanting  to 
assure  greater  wealth. 

Not  all  firms  are  active  in 
CATS  and  CIBs.  Kidder,  Peabody 
is  recognized  as  a  leader  in  both 
securities.  Our  new  booklet  "The 
Magic  of  Compound  Interest 
Securities,"  describes  CATS  and 
CIBs;  what  they  can  and  cannot 
do  for  you. 

For  those  with  $20,000  or 
more  to  invest,  or  for  an  IRA  or 
corporate  retirement  program, 
ask  for  a  copy  of  this  new  report  by 
calling  toll  free  1-800-345-8502, 
ext.  86,  or  use  the  coupon. 


$205,700 


Value  at  Maturity  of  CATS 

$20,000  Initial  Investment 


CATS  prices  and  yields  are  shown  as  a  guide  and  are  subject  to  change  Values  are 
approximate  due  to  rounding  CATS*  is  a  trademark  ot  Salomon  Brothers  Inc 


Kidder,  Peabody 

OtOi  Incorporated 

Founded  1865 

Members  New  York  and  American  Stock  Exchanges 

over  70  offices  worldwide 


For  a  copy  of  The  Magic  of  Compound  Interest  Securities  please 
call  toll  free  1-800-345-8502,  ext.  86  (In  PA,  1-800-662-5181,  ext.  86), 
or  mail  the  coupon  to  Kidder,  Peabody  &  Co.,  10  Hanover  Square, 
New  York,  NY  10005. 
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A  koala  presents  his  grievances  I 

about  Business  Class  to  Qantas  management 


ew  leg  rests  and  other  comforts  are  discussed— sometimes,  heatedly. 


►ALA:  You've  really  done 
his  time,  Qantas.  Leg  rests 
Business  Class.  Not  mere 
>trests  like  other  airlines. 
iNTAS:  We're  rather  proud 
that.  They're  the  only 
isiness  Class  leg  rests  in 
world. 

>ALA:  It  wasn't  bad 
ough  that  Qantas  invented 
isiness  Class.  Now  you 
and  make  it  better. 
lNTAS:  We  do  want  our 
ssengers  to  be  a>mfortable. 
)ALA:  Comfortable?  This  is 
iculous.  They  can  actually 
t  their  feet  up  and  sleep. 


UVTAS:  The  thought  had 
curred  to  us. 

)ALA:  Now  more  business 
ivelers  than  ever  will  be 
ming  to  Australia.  To 
sturb  my  peace  and  quiet. 
VNTAS:  We're  sorry,  but. . . 
)ALA:  I  suppose  you're 
rry  about  the  Frequent 
ight  Bonus  Program,  too. 


QANTAS:  Getting  together 
with  TWA  was  a  stroke  of 
genius,  actually.  Our  passen 
gers  earn  bonus  points  on 
both  of  the  airlines 
Good  for  travel  on 
either  one  of  them. 

KOALA:  I  hope 

they  do  their  bonus 
traveling  with  TWA. 
QANTAS:  They  could, 
of  course.  But  we'd 
be  delighted  if  they 
chose  to  fly  to  Australia  and 
the  South  Pacific  with  Qantas. 
KOALA:  And  I  assume 
you're  delighted  about  your 
schedules,  too. 
More  flights  from 
North  America 
to  Australia  than 
anyone  else, 
including  three 
non-stops  a 
week  from  Los 
Angeles.  And 
more  destina- 
tions in  Australia 
than  any  of  the 
other  inter- 
national airlines 
that  fly  there. 
QANTAS:  Those  things  do 
give  us  a  certain  advantage. 
KOALA:  And  scheduling 
your  flights  out  of  Sydney 
so  they  arrive  in  L.  A.  in 
the  morning.  Does  that 
give  you  an  advantage,  too? 

QANTAS:  It  gives  OUT 

passengers  more  connecting 
flights  to  choose  from.  So 


they'll  be  home  in  Chicago, 
or  New  York,  or  wherever, 
in  time  to  have  m^^  <; 
dinner. 


KOALA:  Speaking  of  dinner, 
I  assume  you're  still  offering 
a  choice  of  delicious  entrees, 
with  complimentary  wines 
and  cocktails? 
QANTAS:  Yes.  Served  on 
real  china  and  crystal.  And 
you  forgot  the  complimentary 
in-flight  entertainment. 
KOALA:  This  is  getting 
unbearable.  Do  you  have  any- 
thing else  up  your  sleeve? 
QANTAS:  Hmmm.  No,  I 
don't  believe  we  do. 
KOALA:  That's  good. 
QANTAS:  Wait  a  moment. 
Did  I  mention  the  increased 
baggage  allowance  for  our 
Business  Class  passengers? 
KOALA:  I  hate  Qantas. 


The  Australian  Airline 


Being  Very  Rich  In  America 


20    Palm  Springs 

"The  most  glittering  spa  in  America,"  someone  once 
called  it.  Maybe  so.  But  it's  less  glittering  these  days  than 
it  used  to  be. 

26    The  Clan  Of  The  Fox 

Guess  who  owns  50%  of  Palm  Springs.  The  Agua  Ca- 
lientes — clearly  the  richest  Indians  in  America. 

34    How  Rich  Is  Bob  Hope? 

A  challenge  we  couldn't  refuse. 

40    Profiles:  Dr.  Laszlo  Tauber 

Once  a  near-penniless  immigrant,  he  is  now  a  practicing 
surgeon  who  has  made  $250  million  from  his  real  estate 
sideline.  But  ask  Tauber  about  the  greatest  moment  of 
his  life. 

44    The  "Rich  List"  Of  1845 

No  sooner  had  we  discovered  B.C.  Forbes'  1918  Rich  List 
than  a  reader  told  us  about  this  one.  There's  nothing  new 
under  the  sun. 

52    The  Rich  Man's  Dilemma 

Even  Thorstein  Veblen  might  have  to  admit  that  con- 
spicuous consumption  is  not  the  solution  it  used  to  be. 


57     Smiling  Through  The  Apocalypse 

A  portfolio  of  news  photographs  showing  the  rich  at  play 
in  the  depths  of  the  Depression. 

64     Giving  It  Away 

If  you  really  don't  want  to  be  in  The  Forbes  Four  Hun- 
dred, there's  a  sure  way  out. 

The  Forbes  Four  Hundred 

69  Introduction 

70  Who  Moved  The  Most 
72      Rules  Of  The  Chase 

76  The  Forbes  Four  Hundred 

166  Family  Fortunes 

188  Who  Dropped  Off  The  List 

192  Who  Almost  Made  It 

193  Acknowledgments 

194  Index 
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224    Keeping  Up  With  The  Rockefellers 

Half  The  Forbes  Four  Hundred  have  charitable  founda- 
tions, and  there  are  many  reasons  to  set  one  up:  ego,  tax 
deductions,  a  means  of  hanging  on  to  power.  And,  of 
course,  philanthropy. 

On  The  Docket 

228    Melvin  And  Howard  And  Texas  And  California 

Howard  Hughes  died  eight  years  ago,  but  the  battle  for 
his  estate  has  gone  on  ever  since.  Now  it's  almost  over. 

The  Up  &  Comers 

232    Michael  Jackson,  Inc. 

The  26-year-old  pop  music  megastar  is  not  yet  on  The 
Forbes  Four  Hundred,  but  at  almost  $70  million  he's 
getting  closer.  It  takes  business  sense  as  well  as  charisma 
to  get  this  rich,  and  Jackson  seems  to  have  it. 

234    With  A  Latin  Beat 

Joseph  Unanue's  father  started  by  importing  sardines 
from  Morocco  nearly  50  years  ago.  Now  family-owned 
Goya  Foods  is  the  most  successful  Hispanic-owned  busi- 
ness in  the  country. 


240    Silicon  Valley's  "Old  Money" 

Entrepreneurs  were  turning  into  millionaires  there  be- 
fore Steve  Jobs  and  Steve  Wozniak  were  born.  Here's 
what  happened  to  three  of  them. 

248     Diseases  Of  The  Very  Rich 

Ever  hear  of  mango  dermatitis  or  phytophotodermatitis! 
Fortunately,  you  probably  can't  afford  them.  But  the 
superrich  can. 

Personal  Affairs 

250    "Darn  Right  I'm  Having  Fun" 

Buying  a  professional  sports  franchise  won't  make  you 
any  more  successful  a  businessman.  "The  difference  is," 
says  the  new  owner  of  the  Detroit  Tigers,  "you  get  the 
recognition." 

Press  Clippings 

260    "How  Many  Passes  Has  Getty  Ever  Caught?" 

Since  its  inauguration  in  1982,  The  Forbes  Four  Hundred 
has  provoked  a  good  deal  of  thought — happy,  irreverent, 
dire  and  other — from  the  nation's  editorial  writers,  col- 
umnists and  various  other  pundits.  Here's  a  selection. 


Faces  Behind  the  Figures 


212  John  Lewis,  Morgan,  Lewis  &  Bockius 

212  Jonathan  Robbin,  Claritas,  Inc. 

216  Charles  Gary  Ginsberg,  Jaisan  Inc. 

216  Agnes  Ash,  Palm  Beach  Daily  News 

218  E.  James  Peck,  Previews  Inc. 

220  Gary  Boyd  Roberts,  genealogist 
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On  trusting  Bob  Hope 

Did  mistrusting  Bob  Hope's  protestations  at  being  on  The  Forbes 
Four  Hundred  for  two  years  in  a  row  seem  uncharitable  of  us?  Well, 
it  was,  a  little  bit — and  we  correct  that  error  this  year  (p.  34).  But 
there  was  a  reason  for  it.  More  than  a  few  of  our  multimillionaires 
have  to  be  dragged  kicking  and  screaming  from  behind  the  scenes, 
and  some  of  them  are  not  above  telling  a  little  fib  or  two  to  get 
away.  One  billionaire,  for  example,  had  our  researcher  just  about 
convinced  that  he  was  so  strapped  he  didn't  even  remotely  belong 
on  our  listing  at  all — until  a  news  clip  reached  us  that  reported  the 
sale  of  one  part  of  his  assets  for  $500  million,  and  made  it  clear 
there  was  at  least  as  much  more  where  that  came  from.  So  it's  no 
reflection  on  Bob  Hope  that  we  went  with  what  we  thought  were 
reliable  sources  in  the  face  of  his  denials.  Nor,  we  maintain,  is  it  a 
reflection  on  us.  But  when  we  are  proved  wrong,  we're  glad  to  get  it 
straight.  Thanks  for  the  memories,  Bob. 

Sung  and  unsung  help 

A  project  like  this  one  cannot  be  carried  out  without  the  help  of  a 
lot  of  people,  far  more  than  can  be  acknowledged,  but  we  try. 
Dozens  of  sources  (see  p.  193)  all  over  the  country  contributed 
leads,  ideas,  financial  and  biographical  information  that  helped 
flesh  out  our  list.  We  could  easily  have  multiplied  the  number  of 
pages  spent  listing  them  if  so  many  had  not  requested  anonymity. 

Beyond  them,  there  are  co-workers  behind  the  scenes  at  Forbes 
who  don't  qualify  for  the  few  coveted  bylines  each  year,  but  whose 
contributions  were  essential  to  getting  the  project  done  anyway. 
This  year  researchers  Michael  O'Reilly,  David  Montgomery,  Reed 
Abelson;  consultant  Jon- 
athan Greenberg;  former 
reporter  Jay  Gissen;  and 
the  staff  of  the  Forbes  li- 
brary were  foremost 
among  them. 

The  Four  Hundred  re- 
quires more  than  bodies. 
Beyond  the  sheer  number 
of  people  involved  is  the 
intensity  of  the  research 
effort  itself.  Forbes  re- 
porters found  themselves 
dispatched  all  over  the 
country  to  track  down  leads  for  The  Four  Hundred  this  year — to 
Washington,  D.C.;  Boston;  Detroit;  Seattle;  Portland,  Ore.;  San 
Francisco;  Los  Angeles;  San  Diego;  New  Orleans;  Jackson,  Miss.; 
Birmingham,  Ala.;  Miami;  Fort  Lauderdale;  Palm  Beach;  Orlando; 
Tampa;  and  St.  Petersburg. 

The  same,  of  course,  goes  for  the  other  articles  in  this  issue. 
When  we  sent  Executive  Editor  Jim  Cook  to  Palm  Springs  we 
expected  him  to  come  back  with  more  than  a  suntan.  We  expected 
a  story  about  the  richest  Indians  in  America — which  we  got  (seep. 
26).  But  he  also  brought  back  an  arresting  story,  not  visible  until 
someone  went  there,  of  one  of  the  world's  great  resorts  undergoing 
dramatic  and  probably  irreversible  change,  much  of  it  not  for  the 
better  (p.  20).  The  effort  involved  in  doing  this  kind  of  reporting  is 
time-consuming,  troublesome,  costly — and  invaluable.  Journalism 
is  like  real  estate:  Never  buy  until  you've  gone  out  and  seen  it  for 
yourself. 

The  Editors 


FORBES  400/OCTOBER  1,  1984 


Has  Hartmann  really  gone  soft? 


Yes.  And  no. 

Yes,  our  Pullman  is  incredibly  soft 
and  giving.  So  soft  you  can  overpack  it 
and  actually  watch  it  expand.  And 
never  have  to  sit  on  it  to  get  it  to  close. 

But  no,  it's  not  so  soft  that  it  can't 
stand  up  to  the  beatings  and  crunch- 
ings  of  airports,  and  trains,  and  the 
trunks  of  cars.  Its  uniquely  con- 
structed crushable  frame  just  springs 
right  back  into  shape. 

You  see,  what  you  don't  see  is  the 
hard  heart  underneath  it  all. 

First,  there's  Hartmann s  hard-core 
miracle— our  resilient  flexible  bottom. 
It  prevents  sagging  and  shifting  to 
assure  your  clothing  comes  out  the 
way  it  went  in— uncreased. 

Our  Soft  Pullman  has  the  strongest 
all- nylon  zippers  and  stitching.  The 
zippers  will  never  rust,  the  stitching 
will  never  deteriorate,  and  the  solid 
brass  padlocks  are  more  than  just  for 
show.  They  last. 

As  to  our  inside  pockets,  they're 
actually  waterproofed  compartments 
that  let  you  slip  out  of  a  wet  bathing 
suit  and  just  get  up  and  go.  (After 
you're  dressed,  of  course.) 

Soft  Pullmans  come  in  all  the  famed 
Hartmann  covering  materials ...  our 
famous  industrial  belting  leather,  our 
indestructible  walnut  fabric,  or  our 
100%  nylon  fisherman's  packcloth. 
And ,  of  course,  Hartmann  still 
makes  a  beautifully  crafted  classic 
framed  "Hard"  Pullman,  too.  Just  so 
you'll  have  a  hard  and  a  soft  choice. 


We  don't  cut  corners. 


Du  Pbnt  TEFLON" 

wafcrtstainrepdln' 


Send  for  a  list  of  your  nearest  Hartmann  dealers,  Opt.  1 00'  ■: 
©  1984  Hartmann  Luggage.  Levanon,  Tennessee  37087 
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How  to  design  a  more 
efficient  flexible 
compensation  plan. 

Draw  on  Peat  Marwick's 
unequalled  tax  experience 
and  our  computer  systems 
and  human  resources 
expertise. 

The  future  of  compensation  is  to  be  flexible. 
The  benefits  to  employees  are  obvious.  Re- 
cently, however,  questions  have  arisen  about 
the  tax  implications  of  some  programs. 

The  question  is  this:  Can  a  flexible  compensa- 
tion plan  be  developed  that  complies  with 
the  tax  code,  and  at  the  same  time  helps  man- 
agement control  rising  costs? 

The  answer  is  yes.  And  Peat  Marwick  is 
uniquely  qualified  to  do  it.  Drawing  on  a  tax 
services  department  with  unsurpassed  experi- 
ence, we  are  also  at  the  forefront  of  computer 
systems  development  and  human  resources 
consulting.  It  is  with  the  synergistic  combina- 
tion of  these  skills  that  we  work  with  you  to 
create  an  efficient  flexible  compensation  pro- 
gram specifically  designed  to  integrate  with 
your  overall  business  strategy. 

Flexible  compensation  is  only  one  of  the 
services  offered  by  Peat  Marwick's  Human 
Resources  Consultants.  Others  include 
executive  compensation,  employee  benefits 
and  personnel  services. 

Peat  Marwick  has  just  completed  an  in-depth 
analysis  of  flexible  compensation  planning  in 
550  companies.  For  a  free  copy  of  the  executive 
summary  of  this  study,  send  in  the  coupon 
below,  or  call  800-344-3600  (in  Illinois 
800-328-4200). 

FOFB9/17 
Mail  to:  Peat,  Marwick,  Mitchell  &  Co., 
345  Park  Avenue,  Box  FC,  New  York,  NY  10154 
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PEAT 
MARWICK 

Accounting  and  Auditing/ 

Tax  Services/Management  Consulting/ 

Private  Business  Advisory  Services 


Pan  Am. 
First  In  Space. 


The  first  thing  you  notice  as  you  enter  the 
First  Class  Cabin  of  a  Pan  Am  747  or  L-1011 
Clipper®  is  the  extraordinary  feeling  of  space. 

First  In  Comfort. 

And  as  you  settle  into  your  Space  Seat, 
your  Pan  Am  Sleeperette®  Seat,  this  sense  of 
spaciousness  becomes  even  more  impressive. 
There's  space  in  front  of  you,  around  you,  above 
you.  But  above  all,  space  to  give  you  something 
so  very  rare  in  air  travel  today,  a  sense  of  privacy. 

First  In  Food  And  Wines. 

And  because  of  the  comfort  so  much  space 
offers,  Pan  Am  s  Five  Star  Dining  is  gracious 


dining.  Offering  a  wide  selection  of  international 
entrees  from  the  trolleys.  Served  on  fine  china. 
On  snowy  linen.  And  you'll  whet  your  appetite 
with  some  of  the  world's  most  respected  wines, 
especially  selected  from  the  wines  of  the  world 
by  Pan  Am's  international  wine  consultant. 

First  In  Service. 

Pan  Am  enjoys  a  56  year  tradition  of  fine 
service,  impeccable  service.  Truly  First  Class 
from  the  time  you're  welcomed  aboard  till  your 
coat  is  returned.  It  seems,  in  fact,  as  though 
we  invented  luxury  in  the  air.  But  then,  after  all, 
we  did. 

For  reservations  and  information  call  your 
Travel  Agent  or  Pan  Am. 


Pan  Am.l(bu  Cant  Beat  The  Experience® 


"With  all  thy  getting  get  understanding' 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


TRYING  TO  FORCE  TV  NETWORKS  NOT  TO  PROJECT 

election  results  is — properly — undoable. 

TOU  KNOW,  THIS  JUST  MIGHT  BE  A  CAPITAL  IDEA 


The  managing  partner  of  a  California  CPA 
firm  had  an  inspiration  when  he  noted,  in  the 
words  of  a  first-rate  Wall  Street  Journal  report- 
er, that  "clients  [were]  stuffing  money  into  tax 
shelters  to  avoid  income  taxes,  while  small 
business  clients  were  scrounging  for  capital." 
So,  armed  only  with  a  shining  concept  and 
naivete  about  the  ways  of  Washington,  three 
years  ago  Harvey  Goldstein  (right)  set  about 
getting  a  provision  enacted  that  would  tax- 
shelter  moderate  amounts  of  capital  put  into  small  busi- 
nesses— as  is  done  in  real  estate  and  oil  drilling.  "Isn't  it 
better  to  give  the  money  to  small  business  than  to  another 
apartment  building?"  he  asks. 


The  tale  of  his  frustrating  toil  in  D.C.  was 
beautifully  told  by  Journal  reporter  Sanford 
Jacobs.  Goldstein  has  even  made  a  perceptible, 
if  wee,  bit  of  progress.  And  he  believes,  "If  I 
could  have  15  minutes  with  the  President,  I 
would  have  his  support  for  my  bill.  But  you 
never  get  that  15  minutes." 

He  just  might  be  right  on  the  first  point  and 
wrong  on  the  second. 
Given  Ronald  Reagan's  deep  and  soundly 
abiding  conviction  that  small  business  entrepreneurs  are 
the  acorns  of  our  economic  oaks,  and  the  President's 
determination  about  the  incentives  that  result  from  tax 
cuts,  why  not  take  a  look  at  Harvey  Goldstein's  idea? 


FORTY  FOUR  WHO  ARE  NOT  ANYMORE 


Eleven  percent  of  this  year's  400  Richest  are  new.  What 
happened  to  the  gone  44? 

Six  died.  Others  ended  out  because  our  Unearthing-the- 
Rich  Editors,  with  each  passing  year,  dig  deeper  and  more 
deftly  and  unearth  richer. 

Some  went  off  the  list  when  the  air  escaped  from  their 
ballooned  multi$millions.  A  number  are  displaced  be- 
cause their  spending  resulted  in  less  getting,  while  new 
names  came  on  as  a  result  of  success  on  a  scale  greater 
than  1983's  hot  hitters. 

As  we  observed  here  last  year  about  both  this  List  and  its 
changes — 

"What  an  answer  The  Forbes  Four  Hundred  is  to  those 
who  say  you  can't  make  it  anymore  in  the  U.S.A.  There  are 
thousands  more  mere  millionaires  than  there  ever  have 


been  before.  They  started  hundreds  of  new  businesses, 
created  tens  of  thousands  of  new  jobs.  They've  changed  the 
whole  face  and  foundation  of  the  American  economy  from 
one  of  manufacturers  pounding  out  things  to  an  era  of 
infinite,  extraordinary  services  involving  high  tech,  a 
knowledge  explosion  that  still  defies  comparison. 

"For  every  dollar  flaunted,  hidden  or  hoarded  by  this 
current  Forbes  Four  Hundred,  there  are  99  to  999  of  their 
dollars  at  work  providing  the  capital  that  fuels  the  free 
enterprise  economy  on  which  every  American's  personal 
freedom  depends. 

"The  Four  Hundred,  individually  and  in  toto,  are  living 
proof  that  the  system  works.  If  some  of  'em  feel  their 
wealth  is  too  much  of  a  burden,  I'm  sure  there'll  be  no  lack 
of  volunteers  to  relieve  them  of  their  load." 
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CHAMPION'S  SIGLER  SHOULD  BE  IN  THE  NEW  CABINET 


no  matter  who  wins  the  election. 

And  if  you  have  any  doubts  about  it,  just  read  these 
excerpts  from  a  first-rate  article  in  the  New  York  Times 
about  CEO  Andrew  Sigler  and  Champion  In- 
ternational's St.  Regis  acquisition: 

"Mr.  Sigler  said  his  insistence  on  long- 
range  planning  derives  partly  from  the  busi- 
ness he  is  in.  In  the  paper  and  plywood 
industry,  where  new  mills  cost  more  than 
$500  million  and  take  5  years  to  build,  and 
where  trees  are  harvested  at  least  25  years 
after  they  are  planted,  'to  think  you  can  run 
a  company  by  concentrating  on  the  next  quarter's  results 
is  lunacy,'  he  said. 


"Mr.  Sigler's  determination  not  to  allow  a  spell  of  low 
earnings  to  disrupt  his  company  was  demonstrated  in 
January  1982  when  Champion,  after  freezing  the  salaries 
of  its  employees,  cut  its  quarterly  dividend 
to  10  cents  a  share  from  36  cents  rather 
than  lay  off  any  workers. 

"  'How  can  I  ask  a  secretary  in  St.  Paul  to 
freeze  her  salary  when  I'm  paying  out  a 
dividend  to  the  Morgan  bank?'  he  said. 
'Everybody  was  telling  me,  "You  just  can't 
cut  the  dividend,"  but  I  think  any  policy 
that  puts  the  welfare  of  employees  below  a 
bunch  of  institutional  investors  is  crazy.'  " 
And  if  he's  reluctant  to  take  a  Cabinet  job,  draft  him. 


AND,  ONCE  AGAIN,  RUPERT  MURDOCH  SHOWS  HIS  SAVVY 


"If  it  weren't  for  Rupert  Murdoch,  St.  Regis  would 
never  be  part  of  Champion,"  observes  Mr.  Sigler. 

Most  paper  companies  are  depressed  because  timber  is  in 
huge  oversupply  as  a  result  of  way-down  demand  for 
lumber.  Yet  Murdoch,  who  uses  as  much  paper  as  most 


anybody,  recognized  that  at  these  relatively  depressed 
prices,  a  well-run  biggie  like  St.  Regis  was  a  buy.  He  did — 
5.6%  worth — and  made  a  good  offer  for  50.1%  of  the  rest. 

His  takeover  effort  was  thwarted,  but  a  $33  million 
profit  on  his  holdings  is  a  fine  balm  to  heal  thwarts. 


UNLESS  YOU'RE  PLANNING  TO  PLAY  FOOTBALL 

the  only  thing  worse  than  a  suit  with  padded  shoulders  is  two  of  'em. 


{    A 

X 
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DEPICTING  FAT  CATS 

In  U&LC  (Upper  &  Lower  Case,  The  International 
Journal  of  Typographies),  Stephen  Heller  has  gathered 
some  cartoonists'  depictions  of  the  rich.  Regardless  of 
the  medium — Left,  Right  or  sensible  (i.e.,  Forbes) — the 
caricaturizations  are  in  almost  total  anatomical  agree- 
ment. To  wit — 


Glantara/1907 
L'Assiette  au  Beurre 


Thomas  Nast/1871 
"Boss" 


Otto  Soglow/ 1929 

"The  hunger  marchers  are  meeting 

in  the  grand  ballroom,  sir." 


y 

i\ 
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Eugene  Zimmerman  (Zim)/1898 
How  To  Draw  Funny  Pictures 


Gluyas  Williams/1925 
To  the  Vaults 
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MOVIES 


Another  Country— Despite  captured  moments  of  deep 
feeling  and  sensitivity,  superb  photography  and  the  real 
McCoy  British  public  school  setting,  somehow  this  film  is 
more  heavy  going  than  engrossing.  I  guess  this  effort  to 
"explain,"  perhaps,  why  Guy  Burgess  betrayed  his  country 
and  fled  to  Russia  in  the  nick  of  time  is  reasonable  enough; 
the  job  would  have  been  better  done  in  70  minutes  than 
90.  Erendira — Fellini  should  be  as  good  as  the  director, 
Ruy  Guerra,  of  this  strange  fable,  which  conveys  its  murky 
message  with  imaginative  imagery.  A  pretty,  enslaved 
granddaughter  falls  exhaustedly  asleep  without  blowing 
out  her  candle  and  grandmother's  house  goes  up  in  flames. 
So  does  grandmother's  temper,  and  she  puts  Erendira  to 
work  "with  her  only  asset,"  observing,  "you  won't  live 
long  enough  to  pay  me  back."  She  does — sort  of.  It's  a 
weird  tale  and  only  cinematic  artifices  could  convey  the 
full  flavor.  Indiana  Jones  and  the  Temple  of  Doom — 
We  nonteeners  could  and  did  dig  Raiders  of  the  Lost  Ark, 
but  this  sort-of-sequel  is  so  oversouped  up  that  it's  really 


dull  for  the  likes  of  thee  and  me.         Privates  on  Parade — 

As  the  sun  plummets  on  the  Empire,  the  Brit  troops  still 
fending  off  Commie  guerrillas  in  Malaysia  receive  support 
in  the  form  of  Pythonic  entertainment,  the  Jungle  Jambo- 
ree Review  led  by  a  temporarily  Captained,  old  show-biz 
queen.  It  has  very  funny  moments,  but  even  all  the  first- 
rate  acting  doesn't  blend  the  bloody — literally — thing  into 
a  happy  whole.  It  drags  a  bit  too  much.  •  This  Is  Spinal 
Tap — Movies  about  rock  bands  are  about  as  much  your 
thing  and  mine  as  break-dancing.  On  the  recommendation 
of  a  savvy  friend  that  this  was  hilarious,  I  went.  It  wasn't 
until  the  movie  was  two-thirds  over  that  I  realized  it  was  a 
spoof,  not  a  for-real  documentary.  They  didn't  sound  any 
worse  than  the  rest.  If  you  know  the  rock  score,  it's  very 
funny — I'm  told.  •  Tightrope — If  you  go  to  movies  for 
fun,  stay  away.  It's  one  rape-murder  after  another,  chilling, 
mounting  suspense  with  detective  Clint  Eastwood  by  no 
means  a  goody  gumshoe.  It  makes  the  "suspense"  of  an 
Indiana  Jones  seem  like  kid  stuff. 


THE  HIGHER  THE  PRICE,  THE  HIGHER  THE  PROFIT 

Usually.  magazine  for  a  most  expensive  watch.  Under  the  illustra- 

Making  the  high  price  make  sense  is  what  salesman-  tion  was  this  persuasive  analogy:  "You  don't  wear  this 

ship    is   mostly    about.    This    came    to    mind   when    a  watch  merely  to  tell  the  time.  After  all,  you  don't  drink 

colleague   pointed  out   an  advertisement   in   a   French  Chateau  Lafite-Rothschild  just  to  quench  your  thirst." 


MONET  ISN'T  EVERYTHING 

as  long  as  you  have  enough. 


POSSESSION  OF  MONEY 

impoverishes  some  people  more  than  it  enriches. 


BOOKS 


___ 


THE 

Book  Class 


1 


9  The  Book  Class — by  Louis  Auchin- 
closs  (Houghton  Mifflin  Co.,  $14.95). 
Louis  Auchincloss'  newest  novel  dis- 
sects a  dozen  ladies  who,  from  their 
1908  debutante  days  to  the  end  of 
most  of  their  own,  met  at  monthly 
luncheons  to  discuss  a  preassigned 
book.  All  are  monied — varying  from 
"enough"  to  stuffed.  Their  lives  are 
very  filled  with  doing  the  things  that  people  who  don't 
have  to  do  anything,  do.  The  Auchincloss  portrayal  of  this 
vanishing  genre  is — again — masterful. 

Excerpts:  The  males  of  my  generation  and  group  were  far 
more  conservative  than  the  females.  Margot  would  have 
gladly  given  up  the  world  for  love;  she  wouldn't  have 
thought  twice  about  it.  But  the  male  who  was  not  a 
moneymaker  (and  Chuck,  though  he  earned  a  decent 
living,  was  far  from  opulent)  had  a  profound  respect  for 
the  produce  of  his  more  fruitful  male  ancestors.  He  knew, 
deep  down,  that  inherited  wealth  was  what  gave  him  his 
"balls, "  and  that  it  would  do  him  little  good  to  elope  with 
Margot  if  he  left  those  circular  objects  behind.  .  .  .  Polly 


Travers  herself  incurred  the  united  condemnation  of  that 
entity  [the  Book  Class]  when  she  instituted  a  suit  to  break 
one  of  the  Wadsworth  trusts  so  that  she  could  hand  over 
the  principal  to  Moral  Rearmament.  This  attempt  to  de- 
prive her  descendants  of  what  the  Class  regarded  as  their 
God-given  due  could  not  be  approved,  even  if  God  was  the 
proposed  beneficiary.  .  .  .  If  there  is  any  significant  differ- 
ence between  the  sexes,  it  may  be  that  a  woman  can  talk 
as  she  listens,  while  a  man  hears  only  himself. 

Masters  of  Early  Travel  Pho- 
tography— compiled  by  Rainer 
Fabian  &  Hans-Christian  Adam 
(Vendome  Press,  $50).  If  there's 
anything  that  puts  most  of  us  off 
a  photograph  book,  it's  words  like 
"travel,"  "master,"  and  stultify  - 
ingly  sterile  architectural  col- 
umns. I  picked  this  up  prepared  to 
drop  it  even  faster  than  a  Scots- 
man iS  aCCUStOmed  tO  dropping  a  Constantinople,  1919 

$50  book,  yet  found  in  this  varied  collection,  done  when 
photography  was  in  its  infancy,  an  exception. 
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Other  Comments 

Often  comments  bv  others  stimulate,  irritate, 
abuse  or  amuse  this  editors  mind.  -MSF 


Rich  Lunch 

Richard  Dougherty,  before  depart- 
ing the  Metropolitan  Museum's  pub- 
lic affairs  office,  delivered  himself  of 
some  observations  concerning  the  big 
rich,  including  a  guide  to  what  should 
be  discussed  at  lunch  with  these  curi- 
ous creatures: 

He  recommended  gossip  ("because 
there  are  few  things  they  enjoy  more 
than  spicy  news  about  each  other"), 
foreign  policy  (though  "a  certain  cau- 
tion is  necessary")  and  international 
terrorism  (because  your  companion 
"may  have  had  some  friend  or  relative 
recently  kidnapped  in  Italy").  Even  at 
this  late  date,  he  advised  against  prais- 
ing Franklin  Roosevelt. 

— Charlotte  Curtis, 
New  York  Times 


Relish  for  Riches 

Marjorie  Merriweather  Post  pos- 
sessed a  sharp  mind,  a  beauty  that 
increased  with  age,  and  the  kind  of 
fortune  that  embarrasses  the  most  en- 
thusiastic capitalists  [but]  the 
strength  to  command  her  fortune 
rather  than  fall  hostage  to  it.  Newspa- 
per morgues  are  strewn  with  the  re- 
mains of  weaker  individuals  who 
were  crushed  by  the  harassments  and 
options  of  great  wealth.  Howard 
Hughes,  Doris  Duke  and  Marjorie 
Post's  niece,  Barbara  Hutton,  are  a  few 
of  the  more  prominent  casualties. 
Less  extreme  cases  survive  by  cower- 
ing behind  estate  walls,  clutching 
their  Labradors  and  their  scotches, 


hoping  their  existence  will  be  over- 
looked so  they  will  be  permitted  to 
lead  out  their  lives  of  dull  and  anony- 
mous opulence. 

— Heiress,  William  Wright 

Life's  Little  Irks 

Forbes  magazine  estimated  the  val- 
ue of  Jack  Kent  Cooke's  holdings  at 
$600  million  and  above.  Cooke's  visi- 
tor made  the  flattering  observation 
that  Cooke  seemed  the  type  who,  if 
all  was  lost,  would  begin  getting  it  all 
back  the  next  morning.  And  eventual- 
ly would  do  so. 

"I  know  I  would,"  he  agreed.  "But  it 
would  be  very  annoying." 
— Frank  Luksa,  Dallas  Times  Herald 


Too  Many  Lumps 

Once,  according  to  Kenneth  Porter, 
when  they  stopped  at  a  hotel  on  the 
Hudson  for  a  cup  of  tea,  John  Jacob 
Astor  pointed  to  the  proprietor  and 
said,  "That  man  will  never  succeed." 

"Why  not?"  asked  his  companion. 

"Don't  you  see,"  said  Astor  in  dis- 
gust, "what  large  lumps  of  sugar  he 
puts  in  the  sugar  bowl?" 

— The  Astors,  by  Virginia  Cowles 

God  Blessed  'Em 

Riyadh,  Saudi  Arabia — Omar  Ba- 
saddiq,  a  Saudi  TV  announcer,  recent- 
ly told  viewers  that  Mohammed  said 
it  was  a  "good  thing  to  aspire  to  be 
rich."  Good  Moslems,  he  instructed, 


« 


H6Y,  V0u  MADg  The  UST...YtM?e  MWKK   %\3,WI,D6>S/" 


should  do  their  "level  best"  to  be- 
come rich.  Then  they  should  "leave 
everything  else  in  the  hands  of  God, 
who  will  decide  their  fate,"  he  said, 
sweeping  his  red-and-white  checked 
kerchief  back  from  his  face.  At  the 
same  time,  he  continued,  Moslems 
should  not  envy  someone  else  who  is 
rich.  Such  jealousy  is  "tantamount  to 
questioning  what  God  has  decided," 
he  concluded. 

— Judith  Miller,  New  York  Times 


If  hard  work  were  such 
a  wonderful  thing,  surely 
the  rich  would  have  kept 
it  all  to  themselves. 

— AFL  CIO  President  Lane  Kirkland, 
quoted  in  Life 


Relative  Snobs 

There  has  reigned  in  this  country 
for  many  years  now  the  paradoxical 
situation  in  which  the  children  of  the 
successful  have  been  sent  off  to  the 
best  schools,  where  they  are  taught  to 
despise  their  parents'  own  aspirations 
and  achievements. 

— Ambition,  by  Joseph  Epstein 

Luscious  Lucre 

A  prominent  banker  who  was  fi- 
nancier Andre  Meyer's  contemporary 
still  marvels  at  his  "almost  erotic 
attachment  to  money.  Just  to  have 
it,  to  feel  it,  to  be  in  possession  of  it 
gave  him  an  enormous  kick.  Money 
was  the  symbol  of  success,  and  it 
was  the  symbol  that  attracted  him, 
and  not  the  practical  use  of  it." 
Money  wasn't  there  for  spending  but 
for  keeping  score,  to  assure  him  that 
he  was  winning. 

— Financier,  by  Cary  Reich 

Faith  in  Little 

Late  in  1939,  Tennessee  Williams 
learned  that  he  was  the  recipient  of  a 
$1,000  Rockefeller  grant  and  took  a 
Greyhound  to  New  York.  With  airy 
malice,  he  wrote  in  his  journal:  "The 
very  rich  have  such  a  touching  faith  in 
the  efficacy  of  small  sums." 

— Playboy 


Make  Ready 

Those  who  summer  on  Fishers  Is- 
land are  the  sort  who  expect  their 
maid  to  die  a  week  before  they  do  in 
order  to  get  things  prepared  in  that 
happy  hostelry  in  the  sky. 

— Taki,  Vanity  Fair 
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Every  man  has  his  own  management  style. 

Take  Michael  Mondavi.  Proud,  persistent,  dedicated  to  a  tradition  of  quality  winemaking. 
And  there's  a  Hathaway  shirt  to  match.  Does  that  mean  there's  a  Hathaway  shirt  for  every  management  style? 

No,  only  successful  ones.  Management  Style.  T^athilW' 


Thin  enough  to  hang  on  your  wall. 
Powerful  enough  to  shake  it. 

2/z"  thin.  By  43"  wide.  By  Technics. 
The  new  dimension  inAM/FM  stereo  cassette  systems. 


New  fromdechnitvL^vimegr.ited  Apiece  home 
stereo  syster^^ngeniously  engineered,  it  is  thin 
enough  to  h  i  wall;-;  And  sophisticated  enough 

to  he  Technics'."1'- 


While  the  s 
technologic. »i , 
stereo  receiver;, 
tuner.  The  most ; 
For  locked-in;  dr| 

The  cassette  en 
music  with  the  conve.ri.„, 
whatever  you  play  or  retdrfS 
with  both  Dolby*  B  andC  nc 

The  speakers  are  ahotH^re 
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styling  is  readily  visible,  its 

lay  .not  be  The  AM,  FM 
u\j.  synthesized  digital 
m  in  the  world, 

ontinuous 
vise  Aid 
wapd  clear 


ingenuity.  Using  the  latest  flat-design  Honeycomb  Dis< 
technology,  they  deliver  superb  sontui  reproduction 
out  of  a  speaker  cabinet  the  size  of  a  record  jacket  Aid 
only  212  inches  thin. 

The  entire  system  can  be  hung  on  a  wall,  angled  oil 
a  stand  or  even  laid  flat.  To  fit  in  any  room.  Any  decor 

Aid  it  c.vi  all  be  controlled  from  across  the  room 
with  a  multi-function,  wireless  remote 

Technics  new  ultra-slim,  ultra-sophisticated  AM  FM 
stereo  system.  Don't  judge  it  on  just  how  elegant  it 
looks.  Judge  it  on  how  spec  tacular  it  sounds.  Only 
from  Technics. 


Technics 


F&ct  and  Comment  II 

By  M.S.  Forbes  Jr.,  Deputy  Editor-in-Chief 


GOVERNMENTS,  NOT  PEOPLE,  ARE  THE  PROBLEM 


The  UN.  held  a  much  publicized  World  Population 
Conference  in  Mexico  City  last  month,  and,  despite  efforts 
by  the  U.S.,  the  get-together  brushed  aside  two  key  truths: 
First,  impressive  economic  progress  is  possible  in  the  face 
of  a  large  population.  And  second,  population  growth  has 
generally  fallen  most  in  those  countries  whose  economies 
have  grown  the  fastest. 

To  hear  most  experts  tell  it,  rapid  population  growth  is 
the  curse  of  underdeveloped  countries.  More  mouths  to 
feed  and  care  for  make  it  difficult  for  poor  nations  to  pull 
themselves  out  of  poverty.  Resources  are  limited.  More 
births  mean  less  for  everyone  else. 

That  notion  is  flawed.  Whether  people  are  an  asset  or  a 
liability  depends  on  what  kind  of  society  they  live  in. 

South  Korea,  Taiwan,  Singapore  and  Hong  Kong  are  the 
great  economic  success  stories  among  developing  nations. 
Yet  all  have  population  densities  in  excess  of  China.  Not 
coincidentally,  all  have  far  more  of  what  we  call  free 
enterprise  than  most  other  states.  These  fast-growing, 
free-market  economies  in  the  Pacific  Basin  have  also 
shown  dramatic  declines  in  population  growth. 

Even  socialist  India  is  making  enormous  progress  in 
feeding  itself,  thanks  to  more  market-oriented  agricultural 
policies.  At  the  time  of  Independence  in  1947,  India's  350 
million  people  lived  in  constant  fear  of  cataclysmic  famines 
that  took  the  lives  of  millions.  Today,  India's  700  million 
people  are  almost  self-sufficient  in  food  production. 

ECONOMISTS  HAVE  BEEN 

in  recent  months  because  more  capital  is  coming  into  the 
U.S.  than  leaving  it.  We  are  now  a  "debtor  nation,"  they 
moan,  as  if  that  were  some  sort  of  financial  version  of 
herpes.  High  interest  rates  and  the  need  to  finance  our  big 
budget  deficits  are  the  villains  for  this  sorry  state  of  affairs, 
they  declare.  The  U.S.  is  behaving  immorally,  sucking  in 
money  from  poor  nations  to  finance  our  profligacy. 

The  economists,  as  usual,  are  wrong. 

Foreigners  have  not  been  stepping  up  their  investment 
into  the  U.S.  The  amount  of  foreign  money  coming  into 
the  U.S.  dropped  last  year,  from  $95  billion  to  $82  billion. 


Population  problems  are  usually  most  acute  in  countries 
that  have  state-dominated  economies. 

Numerous  countries,  for  instance,  have  crippled  their 
farmers  by  making  it  illegal  for  them  to  get  a  fair  price  for 
their  output.  They  must  sell  their  produce  to  government 
boards,  often  far  below  market  prices.  Nigeria,  once  a  food 
exporter,  has  done  this — and  then  wonders  why  people 
abandon  the  countryside  and  flood  the  cities  and  why  it 
has  become  a  major  food  importer. 

Yet  the  U.S.  delegation's  emphasis  on  the  importance  of 
economic  growth  was  ridiculed  in  Mexico  City.  Although 
U.S.  aid  for  U.N.  population  efforts  has  been  increasing  in 
recent  years,  we  were  caricatured  as  opponents  of  birth- 
control  measures  (thanks  in  part  to  our  unnecessary  brou- 
haha about  abortion). 

Nor  was  this  country  belittling  the  problems  rapid  popu- 
lation growth  can  bring.  Mexico  has  a  demographic  time 
bomb:  There  won't  be  enough  jobs  for  the  millions  of 
young  people  coming  into  the  labor  force  even  if  the 
country  had  a  Taiwan-like  economic  growth  rate.  But 
Mexico's  crisis  would  be  less  acute  if  the  government 
lessened  its  smothering  grip  on  the  economy  and  allowed 
its  entrepreneurs  to  flourish. 

The  American  position  is  fundamental  and  correct:  If 
people  are  permitted  to  be  productive,  they  usually  will  be, 
and  the  population  problem  will  be  far  less  acute  than 
modern  Malthusians  would  lead  us  to  believe. 

WRINGING  THEIR  HANDS 

What  has  been  happening  is  that  American  investors  are 
putting  their  money  to  work  at  home  rather  than  sending 
it  overseas.  U.S.  banks  are  no  longer  so  quick  to  make 
loans  to  Eastern  European  nations  and  to  less  developed 
countries  in  Latin  America.  In  1983  Americans  invested 
about  $50  billion  overseas,  down  dramatically  from  $119 
billion  in  1982. 

Contrary  to  what  the  experts  are  telling  us,  the  percent- 
age of  our  national  debt  held  by  foreigners  has  been  declin- 
ing in  recent  years,  from  a  high  of  17.5%  in  1980  to  less 
than  14%  today. 


FORBES  400/OCTOBER  1,  1984 


I? 


There  are  many  fine  sport  sedans  in 
the  world  today.  Yet  few  of  these  have 
received  critical  acclaim  comparable  to 
that  bestowed  upon  the  Mazda  626. 

In  1983,  the  626  was  named  Car  of  the 
Year  in  Japan,  and  Motor  Trend's  Import 
Car  of  the  Year  in  the  U.  S.  It  also  finished 
highest  among  all  Japanese  cars  in  voting 
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for  1984  European  Car  of  the  Year. 

Clearly,  the  626  is  an  impressive  car. 
And  it  becomes  all  the  more  so  when  you 
learn  that  it's  also  an  outstanding  value 
for  the  money.  For  the  people  of  Mazda 
have  endowed  it  with  a  considerable  price 
advantage.  One  so  enticing,  in  fact,  that 
you  may  wonder  how  Mazda  does  it. 


InAWxldQf  Outstanding 

$15,000  Sport  Sedans,  How 

Does  Mazda  Create  One 

ForThousands  Less? 


World  class  sport  sedans 
usually  have  world  class  prices. 

A  fact  which,  by  itself, 
makes  the  Mazda  626  worthy  of 
serious  consideration.  Because 
even  though  the  626 's  credentials 
are  unquestionably  world  class, 
its  price  isn't. 


Mazda's  Hofu  factory  has  a  unique 
and  efficient  four-corner  zone  layout. 
(A)  Stamping  shop  (B)  Body  assembly 
(C)  Paint  shop  (D)  Final  assembly 


Mazda's  new  Hofu  factory, 
56  miles  west  of  our  main  fac- 
tory headquarters  in  Hiroshima, 
has  contributed  mightily  to  the 
626 's  cost  advantage. 

After  touring  Hofu,  one 
well-known  automotive  in 
try  analyst  labeled  it  the  finest, 
most  cost-efficient  factory  of  i  t 


kind  in  the  world. 

And  there  are  compelling 
reasons  to  believe  that  this  con- 
clusion isn't  overstated. 

THERE'S  NO  PLACE 
LIKE  HOFU. 

Hofu  is  the  first  car  assem- 
bly plant  in  the  world  with  a 
single  assembly  line  flexible 
enough  to  handle  three  different 
model  cars  in  nine  different 
body  styles— simultaneously. 

It  is  also  the  only  one  with 
a  unique  four-corner  zone  layout. 

Hofu's  layout  is  perfectly 
suited  to  Mazda's  just-in-time 
production  system.  It  provides 
unimpeded  access  to  the  fac- 
tory's four  shops,  so  materials— 
which  arrive  as  often  as  every  30 
minutes— can  be  delivered 
directly  to  the  areas  where  they 
are  used. 

In  many  cases,  materials 
are  used  almost  immediately. 
Operations  are  so  finely-tuned, 
for  example,  that  engines  deliv- 
ered from  our  Hiroshima  factory 
are  installed  within  five  hours. 

To  keep  things  humming, 
Hofu's  highly-coordinated  oper- 


ations require  a  workforce  that 
is  also  highly-coordinated. 

So,  in  Hofu's  layout,  the 
vast  majority  of  the  1400  people 


Mazda's  Hofu  factory,  with 
only  1400  people  workin 
inside,  can  produce 
20,000  Mazda  626s,  plus  another 
7000  in  knocked-doum  kit  form 
each  month.  This  provides  just  a 
rough  idea  of  Hofu's  remarkable 
level  of  productivity. 


working  inside  are  situated  at 
the  hub  of  the  factory,  in  a  huge 
control  center.  This  allows  the: 
to  easily  communicate  with  o 
another,  as  well  as  gain  a  real 
sense  of  participation  in  factory 
operations,  which  results  in 
better  teamwork. 

HOFU  HAS  BEEN 

MASTERPLANNED  FOK 

PEOPLE. 

A  layout  which  invites 
worker  participation  is  just  one 
example  of  how  Hofu  has  beer 
masterplanned  for  people. 


Human  considerations 
re  also  at  the  heart  of  many 
if  Hofu's  technological 
innovations. 

For  instance,  a  portion  of 
he  final  assembly  line  literally 
ilts  cars  45  degrees  so  under- 
»ody  work  can  be  completed 
nore  comfortably.  Elsewhere, 
ssembly  operations  are  per- 
ormed  standing  on  platforms 
vhich  move  along  with  the  car 
o  workers  don't  have  to. 

160  robots  have  also  been 
•rogrammed  to  assume  a  vari- 
ty  of  tasks  considered  too  toil- 
ome  for  people.  For  example, 
30  of  these  perform  90%  of  the 
/lazda  626's  2500  spot  welds. 

In  most  cases,  robots  are 
told"  the  type  of  work  to  per- 
Drm  by  computer-controlled 
ameras  which  "see"  jobs  as 
hey  are  carried  through  Hofu 
>n  a  1300-yard-long  monorail 
ystem. 


cost-efficient  manufacturing— 
the  highest  possible  value. 
While  we've  realized 
a  number  of  successes  in  this 
area  (for  example,  see  the  1982 
Mazda  626  retained  value  infor- 
mation below),  the  1985  Mazda 
626  is  something  special. 


Hofu's  final  assembly  line  tilts  up  to 
allow  underbody  work  to  be  completed 
more  comfortably. 


These  are  just  a  few  exam- 
ples of  how  automation, 
robotics,  and  computerization 
have  been  pushed  to  their  limits 
to  assist  our  people  in  creating 
the  highest-quality  cars  possible. 

Operations  such  as  those 
described  also  helped  make 
1983  Mada's  most  productive 
year  ever  (see  graph  below). 


1982 
MODEL 

RETAINED  VALUE* 
RESALE  COMPARISON 

MAZDA  626 
SPORT  SEDAN 

B'HTTifl 

HONDA  ACCORD 
SEDAN 

jfeSift 

HK2E3 

AUDI  4000 
SEDAN 

Because  in  a  world  of  out- 
standing $15,000  sport  sedans, 
we've  created  one  whose  quality 
and  impeccable  road  manners 
make  it  world  class.  But  whose 
excellent  value  for  the  money 
clearly  puts  it  in  a  class  by  itself. 


At  Hofu,  our  people  are  responsible  for 
programming  and  maintaining  160  of  the 
auto  industry's  most  intelligent  robots. 


Thus,  Hofu  is  the  embo- 
diment of  our  commitment  to 
create  cars  which  offer  both  the 
highest  possible  quality  and— 
as  a  result  of  highly-productive, 


1975      1976      1977       1978      1979 


1981       1982      1983 


In  1983,  Mazda  produced  1,337,908 
vehicles— 48.8  vehicles  per  each  of  our 
27,395  employees. 


■   ■    - 


1985  Mazda  626  Sport  Sedan 

$8495* 


"Manufacturer's  suggested  retail  price.  Actual  prices  set  fay 
dealer  Taxes,  license,  freight,  options  (tires/al  wheels  shown) 
and  other  dealer  charges  extra.  Price  may  change  without 
notice  Availability  of  vehicles  with  specific  features  may  vary 
$15,000  price  comparison  figure  based  on  average  MSRPs  of 
20  European  and  Japanese  sedans. 

^Percentage   of   original    suggested    retail   price   currently 
retained  according  to  Kelley  Blue  Book,  July-August  1984 


For  a  free  copy  of  our  color  catalog 
detailing  the  entire  Mazda  626  Series 

and/or  a  copy  of  the  1983  /\ ' 
Annual  Report,  write  to  the  foV.0ic<iv> 
address  and  mention  which 

information  you'd  like  to  re 

Mazda  Offer 

Bo  x  5960 

Orange,  CA  92668 
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Forbes 


Palm  Springs,  that  classic  watering  hole  for  the 
very  rich  in  the  California  desert,  is  driven  to 
courting  the  middle  class  and  pushing  urban 
renewal.  It's  costing  hundreds  of  millions,  and  it 
could  flop,  but  there  s  no  turning  back. 


Send  new  geese, 
more  golden  eggs 


T 


he  most  glit- 
tering spa  in 
America,"  someone  once  called 
the  city  of  Palm  Springs.  That  may  be. 
But  it's  a  lot  less  glittering  these  days 
than  it  used  to  be. 

Sure,  Walter  Annenberg  still  lives 
there,  and  Frank  Sinatra,  Bob  Hope, 
Mary  Martin.  The  city  of  Palm 
Springs  gives  $1.6  million  a  year  to 
the  Convention  &  Visitors  Bureau  to 
make  sure  you  hear  that,  and  more. 
Ronald  Reagan  and  Nancy  regularly 
spend  every  New  Year's  Eve  there 
(with  the  Annenbergs).  Betty  and 
Gerald  Ford  are  year-rounders.  Even 
celebrated  mobsters  get  a  mention: 
Chicago's  Tony  Accardo,  Los  Ange- 
les' Sam  Sciortino. 
Palm  Springs  is  ce- 
lebrities, sun,  pools, 
big  money,  Bob 
Hope's  Desert  Clas- 
sic, and  a  soupcon  of 
sex  all  rolled  into 
one — an  irresistible 
desert  paradise. 

But  the  truth  is 
that  Palm  Springs, 
which  became  the 
downtown  for  a  rap- 
idly expanding  rich 
man's  wintering 
ground,  is,  like 
many  another 

downtown  before  it, 
going  to  seed.  Palm 
Springs  proper  (in- 
corporated 1938)  is 
being  left  in  the  dust 
by  newer  and  often 


By  James  Cook 


A  shop  on  Palm  Canyon  Drive 
Glitz  behind  the  glamour. 


more  glamorous 
towns  farther  down 
the  Coachella  Valley — Indian  Wells, 
15  miles  away,  where  you  will  find 
Accardo;  Rancho  Mirage  (4  miles,  the 
Annenbergs,  the  Fords,  Sinatra  and 
Sciortino);  Palm  Desert;  La  Quinta; 
Cathedral  City.  Even  the  famed  Des- 
ert Classic  takes  place  down-valley. 

At  night,  when  floodlights  play  on 
the  trunks  of  the  thousand  palms  that 
line  Palm  Canyon  Drive,  Palm 
Springs  looks  as  enchanted  as  ever. 
But  stroll  like  a  shopper  along  its  six- 
block-long  business  district  by  day- 
light and  things  look  a  little  different. 
There  are  the  famous  stores,  of 
course — I.  Magnin,  Robinson's  and 
Saks  Fifth  Avenue — 
but,  creeping  in 
among  the  art  gal- 
leries and  dress 
shops,  you  see  tacky 
souvenir  shops  and 
T  shirt  and  paper- 
back bookstores. 
"We  get  a  lot  of 
lookers  in  line  at 
Tony  Roma's  next 
door,"  Saks  Man- 
ager Larry  Buchanan 
complains,  "and 
they  like  to  come  in 
and  get  their  barbe- 
qued  fingers  all  over 
the  clothes." 

Hot  dog  stands 
and  fast  food  joints 
have  been  kept  off 
Palm  Canyon's 

main  business  dis- 


Palm  Canyon  Drive  in  Palm  Springs,  the  • 
From  playground  of  the  stars  to  urtt 


- 


trict  so  far,  but  they're  nearby,  lurk- 
ing. And  the  time  is  close  when  the 
onetime  "glittering  spa"  will  put  out 
the  welcome  mat  for  car  dealers  and 
computer  salesmen  as  a  major  con- 
vention center.  That's  the  latest,  in 
some  ways  most  ominous,  of  the 
transformations  the  resort  has  under- 
gone since  it  was  started  in  1909. 

In  the  beginning,  Palm  Springs  was 
a  tuberculosis  sanatorium.  In  the 
Thirties  (see  box,  p.  24)  and  Forties, 
and  even  in  the  Fifties,  it  was  Holly- 
wood's favorite  playground,  where 
John  Gilbert  romanced  Garbo  in  a 
love  nest  high   in   the   San   Jacinto 
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Mountains  and  where,  later,  William 
Hold^en  allegedly  seduced  Grace  Kel- 
ly, ori-horseback,  under  a  full  moon  in 
the  desert.  "When  I  was  a  girl,"  says 
BettyKieley,  head  of  the  Palm  Springs 
Historical  Society,  "you'd  run  into 
stars  in  the  drugstore.  But  you  don't 
do  that  anymore." 

Next  transformation:  During  World 
War  II  the  Air  Force  built  a  base  on  the 
edge  of  town  that  eventually  became  a 
major  airport,  and  postwar  the  free- 
ways opened  the  town  to  the  rest  of 
southern  California.  Outsiders  poured 
in  by  the  thousands,  from  Chicago 
and  western  Canada  in  particular. 


In  1959  Eisenhower  landed  by  heli- 
copter at  Rancho  Mirage  and  settled 
in  Indian  Wells  near  the  golf  course. 
Industrialists  and  politicians  flocked 
in  to  confer,  to  invest,  to  retire. 

Soon  tourists  came  to  gawk  and  buy 
T  shirts.  Today  students  pour  in  for 
Easter  vacation  the  way  they  descend 
on  Fort  Lauderdale  in  the  East. 

The  stars  who  still  live  in  town  are 
aging  celebrities  from  Grace  Kelly's 
era,  or  earlier,  who  tend  to  keep  out  of 
sight.  The  newer  ones — sports  stars, 
TV  stars,  rock  stars — don't  attract  the 
sort  of  attention  the  old  ones  did,  and 
the  really  big  ones  are  elsewhere. 


Much  of  the  big  money  moved  on  as 
well.  Today,  Indian  Wells  (incorporat- 
ed in  1981)  talks  of  putting  gates  on 
the  roads  into  town  to  keep  out  the 
riffraff.  Bermuda  Dunes,  a  posh,  as- 
yet-unincorporated  development  near 
Palm  Desert,  actually  plans  a  5-mile 
brick  wall  all  around  to  keep  out  the 
hordes  in  station  wagons  .and  Bermu- 
da shorts. 

Between  1966  and  1973,  when  real 
estate  values  elsewhere  were  boom- 
ing, the  assessed  valuation  of  Paim 
Springs'  business  district  slid  8%. 
That  was  what  prompted  the 
formed  Community  B  i  d  <  ve  iop 
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Desert  Hot  Springs 


Cathedral  City 

Rancho  Mirage 


Palm  Desert 

La  Quinta 


The  glittering  cities  of  the  plain 

Palm  Springs  was  the  rubric  for  them.  all. 


Agency  to  begin  casting  its  lot  with 
the  not  very  rich,  unfamous,  but  far 
more  numerous,  reasonably  affluent 
tourists.  It  set  out  to  make  the  new- 
comers feel  welcome  by  building 
places  for  them  to  shop,  like  other 
places  they  were  used  to.  The  earlier 
Desert  Fashion  Plaza  (1967),  which 
replaced  the  once-famous  Desert  Inn 
on  Palm  Canyon  Drive,  set  the  pat- 
tern that  subsequent  downtown  de- 
velopments have  followed:  malls,  not 
unlike  the  suburban  shopping  malls 
back  home. 

But  the  malls  don't  work  very  well. 
Palm  Springs  is  a  downtown,  urban 
place  for  shoppers  on  foot,  not  a  sub- 
urb. So  the  malls'  stores  on  Palm  Can- 
yon, where  there  is  foot  traffic,  do 
well;  those  in  the  back,  where  they 
are  hidden  from  Palm  Canyon,  do 
poorly.  "The  developers  were  not  lis- 
tening to  the  community,"  complains 
Ric  Service,  who  runs  one  of  Palm 
Springs'  best  restaurants,  Las  Casue- 
las  Terraza.  "They  wouldn't  listen  to 
people  who  had  nothing  to  gain  or 
lose  by  telling  them  they  were  on  the 
wrong  track." 

They  still  aren't.  At  a  cost  of  $42 
million,  Youngstown  developer  Ed- 
ward De  Bartolo  is  currently  doubling 
the  size  of  the  Fashion  Plaza,  building 
a  200-suite  "executive"  hotel  and 
making  room  for  a  greatly  enlarged 
Saks  Fifth. 

Until  lately,  Palm  Springs  had  no 
sense  of  urgency.  For  example,  while 
developer  Ernest  Hahn  was  building 
his  $120  million  Town  Center  mall  in 
Palm  Desert,  at  the  very  center  of  the 
Coachella  Valley,  nobody  worried. 
After  all,  it  would  be  a  middle-income 
mall,  anchored  by  J.C.  Penney,  May 


Co.  and  Bullock's.  The  really  affluent 
were  sure  to  remain  with  Palm 
Springs  and  the  stores  that  catered  to 
them.  True,  60%  of  Saks'  business,  for 
example,  came  from  tourists,  but  the 
tourists  would  stay  in  the  Palm 
Springs  hotels.  They  weren't  likely  to 
fight  traffic  for  a  half-hour  getting  to 
Palm  Desert,  were  they? 

In  the  fourth  quarter  of  last  year, 
when  the  Town  Center  finally 
opened,  Palm  Desert  retail  sales  rose 
$21  million,  while  Palm  Springs  retail 
sales  declined  by  $1.5  million. 

So  now  the  handwriting  was  sud- 
denly on  the  wall.  Suburban 
malls  have  destroyed  the  vital- 
ity of  downtown  centers  all  over  the 
country,  and  if  something  wasn't 
done  soon,  they  could  ultimately  do 
in  Palm  Springs,  too. 

The  palpable  threat  pushed  the 
community  into  an  even  more  ambi- 
tious— and  typically  urban — project:  a 
$71  million  hotel  and  convention 
center  only  a  block  east  of  downtown 
Palm  Canyon  Drive,  in  Section  14,  a 
big  tract  of  underdeveloped  land 
owned  by  the  local  Agua  Caliente  In- 
dians (see  story,  p.  26).  Palm  Springs 
will  finally  be  able  to  compete  for 
large  convention  business — meetings 
of  1,000  or  so,  twice  as  large  as  it  can 
handle  today.  Local  real  estate  agents 
excitedly  report  every  major  hotel 
chain  in  the  world  is  at  least  looking 
at  the  prospects. 

Mayor  Frank  Bogert  chortles  cheer- 
fully: "Now  we've  got  room  for  seven 
other  hotels,  right  where  they  ought 
to  be — downtown.  When  people  come 
here  for  a  convention,  they're  not  go- 
ing to  get  in  a  car  and  drive  14  miles  to 
a  shopping  center.  They're  going  to 
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Where  it  all  began 


Palm  Springs  might  have  stayed 
a  sleepy  desert  town  if  the 
manager  of  the  El  Mirador  hotel 
hadn't  kicked  Ralph  Bellamy  and 
Charlie  Farrell  off  his  tennis  court 
50  years  ago.  Some  say  the  town's 
boom  was  triggered  earlier  by  two 
resort  hotels,  but  Ralph  Bellamy 
figures  his  Racquet  Club  attracted 
Palm  Springs'  most  precious,  if  in- 
tangible, asset — glamour. 

Bellamy,  now  80,  has  made  near- 
ly 100  films  in  his  career.  The  good 
looks  that  once  enabled  him  to  get 
the  girl  in  the  first  reel  (only  to  lose 
her  in  the  fifth)  are  weather-beat- 
en, but  the  voice  is  still  resonant. 
When  they  were  in  their  early  30s, 
he  says,  he  and  Farrell,  the  silent- 
film  star,  used  to  escape  to  the  El 
Mirador  in  Palm  Springs.  Banned 
from  the  court  for  keeping  other 
guests  waiting  and  for  laughing 
outside  the  manager's  office,  Bella- 
my recalls,  "One  of  us  said — I  don't 
remember  which  one — 'Why  don't 
we  put  up  a  court?'  " 

Two  tennis  courts,  one  pool  and 
a  patio  later,  Bellamy  and  Farrell 
owed  a  smooth-talking  builder 
$78,000.  To  help  pay  it  off,  they 
invited  173  Hollywood  friends  to 
join  a  racquet  club,  asking  $50  for 
singles,  $75  for  couples. 

None  was  interested.  In  despera- 
tion, they  raised  the  ante  $25 — and 
enrolled  four  members.  They  kept 


increasing  the  price  until  a  couple 
of  years  later,  at  $650,  they  had  a 
long  waiting  list. 

Suddenly,  Hollywood  seized  on 
the  Racquet  Club.  Errol  Flynn  and 
Gilbert  Roland  came  for  the  ten- 
nis. So  did  tennis  greats  Don  Budge 
and  Bill  Tilden.  Hundreds  of 
Hollywooders,  even  shy  Spencer 
Tracy,  came  for  the  atmosphere. 
On  weekends  the  leather-and-bam- 
boo  bar  was  packed  five  deep  by 
day,  until  the  movie  stars  streamed 
out  into  the  cool  evening.  "Every- 
body knew  everybody,"  says  Bella- 
my. "It  was  charming." 

In  the  late  1930s  some  trusted 
club  employees  were  caught  steal- 
ing, and  Bellamy,  shocked,  sold  out 
to  Farrell,  who  was  the  dominant 
partner  in  the  club  anyway. 
Around  1960  Clint  Murchison 
bought  out  Farrell.  Now  the  club  is 
half-owned  by  Forbes  Four  Hun- 
dred member  Larry  Lawrence. 

"I  never  made  any  money  on  it," 
Bellamy  says  comfortably.  "Never 
wanted  to."  But  people  bought 
houses  from  the  locals,  who  built 
and  sold  more  expensive  ones. 

"It  started  a  boom  in  Palm 
Springs,"  Bellamy  says.  "Without 
any  question,  Charlie  and  I  start- 
ed everything  down  there.  He  got 
the  gravy,  but  he  earned  it.  I  have 
a  kind  of  pioneer  feeling  about 
it." — Robert  McGough 
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Actor  Ralph 

Bellamy,  the  man  who  made  Palm  Springs 

All  he  wan 

ted  was  a  place  to  play  tennis. 

shop  right  here  in  Palm  Springs." 
A  familiar-sounding  argument?  It's 
not  clear  why  it  should  hold  up  any 
better  with  tourists  and  convention- 
eers than  it  does  with  the  Palm 
Springs  residents  who  drive  their  kids 
to  the  mall  to  go  ice  skating.  Unless, 
of  course,  the  often-predicted  traffic 
jams  make  travel  impossible.  What 
does  seem  clear  is  that  the  scheme 
will  mean  no  turning  back:  Forget 
ever  drawing  back  the  big  rich  to  a 
convention  town. 

T|  he  danger  is  that  Palm  Springs 
may  entirely  undermine  the 
original  reasons  for  its  success. 
Spread  out  on  a  flat,  dry,  sun-scorched 
plain  at  the  base  of  the  towering  San 
Jacinto  Mountains,  Palm  Springs  has 
always  had  two  natural  attractions 
and  two  only:  a  certain  oasis  quality 
and  a  well-nigh  perfect  climate  in  the 
winter — clear  skies  and  bracing  dry 
air,  temperatures  in  the  upper  70s. 
Says  Milton  Jones,  proprietor  of  Palm 
Springs  Life,  a  posh  Vogue-slick  maga- 
zine with  a  national  circulation  that 
mixes  local  lifestyle  and  local  busi- 
nesses in  equal  proportions:  "We  sell 
sun  and  sex,  lying  around  the  pool  and 
relaxing."  And,  he  might  have  added, 
a  now-faded  aura  of  romance  and 
glamour. 

Old-timers  worry  a  lot  about  the 
heavy,  sometimes  stop-and-go  traffic, 
the  rapidly  dropping  water  table,  the 
cost  of  energy  on  which  both  water 
and  air-conditioning  depend.  The 
more  the  desert  is  made  to  bloom,  the 
more  the  pollen  flies  into  the  air,  and 
in  summer  the  smog  is  a  ghostly  pres- 
ence, drifting  over  the  mountaintops 
from  Los  Angeles  and  building  up  a 
thin  white  haze  against  the  skyline. 

To  understand  Palm  Springs,  you 
have  to  understand  people  like  Mayor 
Frank  Bogert  who  run  the  town,  and 
the  tough  desert  economics  that  in 
turn  drives  them. 

Palm  Springs  doesn't  really  have  a 
local  constituency.  The  people  who 
work  in  Palm  Springs  don't  live 
there — they  can't  afford  it — so  they 
live  in  dusty,  middle-class  places  like 
Banning  or  Beaumont  or  Desert  Hot 
Springs.  And  probably  half  the  people 
who  own  the  houses  and  condomin- 
iums in  Palm  Springs  don't  live  there, 
either.  Which  is  why  Palm  Springs 
has  a  remarkable  32,000  dwelling 
units  for  a  population  of  37,700.  Odd- 
est of  all,  the  politics  that  drives  Palm 
Springs  doesn't  come  from  the  people 
who  live  there,  either.  "I  get  more 
money  for  my  campaign  than  I  know 
what  to  do  with,"  says  Bogert,  who 
was  reelected  to  a  second  term  as 
mayor  in  April.  "And  it's  all  from 
people  somewhere  else.  They  can't 
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vote.  But  they  own  a  condominium 
down  here."  So  the  forces  that  really 
dominate  the  town  are  the  real  estate 
agents,  the  developers,  the  retailers 
and  hoteliers,  and  the  Indians.  And 
they  all  want  or  need  to  expand:  the 
landowners,  to  raise  the  value  of  their 
land;  the  shops  and  hotels,  to  offset 
lost  carriage  trade  with  more  volume; 
and  the  Indians,  to  maximize  the  re- 
turn from  their  long-undervalued  land 
holdings. 

"It's  the  tourist  industry  that's 
making  this  town,"  Bogert  argues, 
"and  without  it,  we  wouldn't  have  a 
town."  The  only  thing  the  city  gets 
out  of  industrial  and  residential  devel- 
opment, he  says,  is  the  property  tax, 
and  the  city  collects  only  one-quarter 
of  that.  "Condominiums,  mobile 
homes  and  houses  cost  the  city  mon- 
ey. It  gets  only  a  quarter  of  the  proper- 
ty tax.  A  house  pays  $600  in  taxes, 
costs  the  city  $600  in  services,  but  the 
city  gets  only  $150  in  taxes."  Close  to 
half  of  the  city's  $20  million  operating 
revenue  comes  from  sales  taxes  and 
transient  occupancy  taxes. 

Now  consider  the  retailers.  From 
July  through  September,  the  tempera- 
ture regularly  soars  above  100.  Exhila- 
rating to  desert  lovers  maybe,  but  it 
doesn't  do  much  for  anyone  else. 

The  seasonal  extremes  are  the 
prime  force  in  economic  life.  Palm 
Springs  in  season  looks  like  the  land 
of  gold.  Saks  does  the  bulk  of  its  busi- 
ness between  November  and  May — 
"What  we  do  in  the  peak  season  is  so 
sensational,"  says  Saks'  Larry  Bu- 
chanan, "it's  one  of  the  highest  profit 
locations  in  the  Saks  Fifth  Avenue 
chain" — but  Saks  is  almost  empty  the 
rest  of  the  year,  and  so  are  its  competi- 
tors. "It  takes  sharper  skills  to  survive 
in  that  roller  coaster  resort  environ- 
ment than  it  does  in  a  static  environ- 
ment," says  Ric  Service. 

The  hotels  are  even  worse  off.  As 
Ralph  Thornton,  manager  of  the  Spa 
Hotel,  explains,  "For  a  3-  or  4-month 
period  we  will  run  at  90%  of  capacity 
or  above,  and  then  at  bottom  we  have 
a  21/2-to-3-month  period  where  we're 
at  15%  or  lower."  Until  a  few  years 
ago  most  of  Palm  Springs'  168  hotels 
closed  for  the  summer — the  Gene 
Autry  and  Americana  Canyon  hotels 
still  do — and  so  did  most  of  the  down- 
town stores,  with  brown  paper  going 
up  in  the  store  windows.  Says  Bogert: 
"We  used  to  say,  'Summer  population 
and  temperature:  120.'  But,  with  the 
advent  of  air-conditioning,  we're  all 
here."  Now  the  big  stores  and  hotels 
stay  open  all  year,  and  each  summer, 
Buchanan  says,  business  is  a  little  bet- 
ter than  the  year  before. 

Palm  Springs  likes  to  think  the  off- 


Legend  has  it  that  in  the  1920s  Al 
I  Capone  got  off  a  train  near 
Palm  Springs,  liked  what  he  saw, 
and  built  a  hideout  nearby  at  Two 
Bunch  Palms. 

True  or  not,  the  mob  has  been  in 
Palm  Springs  almost  as  long  as 
Hollywood  stars  have.  A  casino 
run  by  the  infamous  Purple  Gang 
opened  for  a  time  in  the  desert 
soon  after  the  Racquet  Club  (see  p. 
24).  Today,   Palm   Springs  draws 
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Accardo  of  Chicago  and  Palm  Springs 
No  one's  territory. 


enough  underworld  elite,  from 
Chicago  in  particular,  to  be  painted 
as  "the  resort  area  of  organized 
crime." 

Of  92  resident  California  gang- 
sters listed  in  a  1978  California 
Organized  Crime  Commission  re- 
port, 6  were  from  Palm  Springs. 
Since  no  mobster  claims  hegemo- 
ny, local  people  figure,  the  boys 
feel  free  to  rest  and  relax  there. 

At  the  top  of  the  list  is  Anthony 
Accardo,  "Joe  Batters"  as  he  used 
to  be  known,  former  head  of  the 
Chicago  mob  and  at  78  still  a  "con- 
sultant" to  be  reckoned  with,  ac- 
cording to  William  Roemer,  former 
head  of  the  FBI's  organized-crime 
unit  in  Chicago.  He  has  a  house 
near  a  golf  course  in  Indian  Wells. 
Another  Chicago  gangster,  Frank 
Buccieri,  also  retired,  lives  10  or  15 
miles  away  from  Accardo  in  Palm 
Springs. 

Other  mobsters  come  and  go. 


Sam  Sciortino,  according  to  the  re- 
port, number  two  man  in  the  Los 
Angeles  mob  and  another  Palm 
Springs  resident,  last  year  began 
serving  a  nine-year  sentence  for 
racketeering,  and  Joey  Aiuppa,  Ac- 
cardo's  successor,  used  to  spend  a 
lot  of  time  in  town  before  a  1983 
racketeering  indictment  in  Kansas 
City.  But  still  in  residence  is  New 
York's  Vincent  Caci  and  Jerome 
Zarowitz,  former  kingpin  at  Las 
Vegas'  Caesars  Palace. 

The  mob  keeps  to  itself,  but 
some  years  ago  a  Palm  Springs 
pillar  did  get  tragically  en- 
meshed. Ray  Ryan,  a  self- 
made  oilman  and  owner  of  the 
El  Mirador  hotel,  loved  to 
gamble  and  rub  shoulders  with 
organized  crime  big  shots.  In 
the  1960s  he  said  Las  Vegas 
gangsters  were  trying  to  extort 
protection  money  from  him. 
In  1977  Ryan's  car  blew  up, 
taking  Ryan  with  it. 

Though  other  major  resorts 
have  been  financed  directly  or 
indirectly  by  the  mob — such 
as  Las  Vegas,  Miami  Beach — 
Palm  Springs  appears  to  have 
escaped.  Some  mobsters  have 
"acquired  certain  pieces  of 
land,"  says  real  estate  broker 
Robert  Fey,  but  "they  were 
never  significant  pieces — 10 
acres  here  and  20  acres 
there." 

But  the  mob  still  contributes  its 
mite  to  the  overall  Palm  Springs 
mystique.  Johnny  Roselli,  a  gang- 
ster found  murdered  in  Biscayne 
Bay  in  1975,  was  a  visitor  in  the 
early  days.  "He  always  had  a  guy 
with  him,  with  his  hands  in  his 
pockets,  tough-looking  fellow," 
recalls  Ralph  Bellamy,  one  of  the 
Racquet  Club's  cofounders. 

One  day  Roselli  and  two  cohorts 
got  into  an  argument  with  an  em- 
ployee, a  hefty  fellow  named 
Frank,  who  wanted  Roselli  to  stay 
away  from  a  local  girl.  Roselli 
broke  a  glass  ashtray  on  Frank's 
head,  getting  blood  all  over  Frank's 
new  white  dinner  jacket.  Frank, 
undaunted,  chased  Roselli  and  his 
pals  off  the  grounds. 

Despite  a  telephoned  threat  tell- 
ing him  to  get  out  of  town  by  sun- 
down, Frank  Bogert  stayed,  and  at 
74  is  the  respected  mayor  oi  V 
Springs. — Robert  McGough 
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season  visitors  are  affluent  and  well- 
heeled,  and,  relative  to  a  lot  of  the 
U.S.  population,  they  are.  But  they  are 
a  considerable  cut  below  the  winter 
people.  Summer  visitors  simply  don't 
spend  money  the  way  people  do  in 
season,  yet  the  Palm  Springs  busi- 
nessmen— the  merchants,  the  hotel 
keepers — are  impelled  to  give  them 
what  they  are  after. 

"It's  difficult  to  fault  the  business- 
man who  reacts  to  a  change  in  the 
market,"  says  Service,  who  is  also 
head  of  the  Palm  Springs  Planning 
Commission.  "A  store  that  sells 
middle-  and  upper-priced  merchan- 
dise converts  itself  into  a  trinket,  sou- 
venir and  T  shirt  shop,  and  that  vali- 
dates where  the  market  is  going  and 
induces  more  of  that  type  of  visitor." 
But  everybody  realizes  that  even  if 
the  growth-and-volume  strategy 
works  for  now,  Palm  Springs  can't  go 
on  growing  forever.  The  space  just 
isn't  there.  You  can't  expand  west  be- 
cause of  the  mountains,  or  very  far 
east,  into  the  desert,  because  the 
winds  are  too  strong,  too  relentless. 
Much  of  the  remaining  undeveloped 
land  in  the  city  consists  of  dry  river 
beds — the  washes — that  spread  from 
the  mouths  of  the  canyons,  and  these 
aren't  good  for  anything  but  golf 
courses. 

Down  the  valley,  land  is  a  lot 
cheaper  and  construction  codes  less 
rigorous.  Land  in  downtown  Palm 
Springs  goes  for  $12  to  $20  a  square 
foot,  but  real  estate  agent  Bob  Fey, 
who  heads  up  the  Palm  Springs  Board 
of  Realtors,  guesses  Marriott  paid 
maybe  75  cents  a  square  foot  for  the 
900-room  resort  hotel  it's  planning 
near  Palm  Desert.  Palm  Springs  Life 
recently  counted  30  hotel  projects  in 
the  valley,  worth  $1  billion,  but  only 
12  were  in  Palm  Springs.  Later  if  not 
sooner,  economic  and  political  power 
is  going  to  shift  down-valley. 

Ric  Service  worries  a  lot  about  the 
changing  Palm  Springs  economic 
base.  He  knows  the  middle-class  mar- 
ket for  sunlight  and  clear  air  is  cycli- 
cal and  can  be  just  as  fickle  toward  a 
Palm  Springs  visit  as  it  is  toward  any 
other  discretionary  item.  The  weather 
is  pretty  nice  in  San  Diego,  too;  if 
tourists  don't  meet  stars  and  centi- 
millionaires  out  in  the  desert,  will 
they  go  there  to  see  conventioneers? 

"We  continue  to  be  totally  depen- 
dent on  a  high  cash  inflow  from  out- 
side," says  Service.  "Monies  that  are 
earned  elsewhere  are  spent  here.  Are 
we  setting  ourselves  up  for  a  fall?  If 
the  economy  suddenly  went  to  hell 
again,  would  we  see  a  tremendous 
disruption  in  the  market  place?"  Just 
to  ask  the  question  is  to  answer  it.  H 


The  Clan  of  the  Fox,  once  again  master  of  its 
own  land  in  Palm  Springs,  and  still  embittered 
by  past  injustices,  is  coming  to  terms  with 
contemporary  America. 


"A  deal 
is 


a  deal 
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By  James  Cook 


T|  he  Agua  Calientes  are  the 
richest  Indians  in  America. 
They  own  nearly  50%  of  the 
city  of  Palm  Springs  as  well  as  sub- 
stantial portions  of  Cathedral  City 
and  Rancho  Mirage — two  fast-rising 
resort  towns  farther  down  the  Coa- 
chella  Valley,  one  of  them  posh,  one 
not  so  posh. 

Just  how  much  these  holdings  are 
worth,  including  desert,  downtown 
and  mountaintop,  is  anybody's 
guess.  The  Bureau  of  Indian  Affairs 
appraises  them  at  $480  million. 
That's  $2  million  per  Indian.  Few  of 
the  Agua  Caliente  band  of  the  Ca- 
huilla  tribe  are  selling  land.  Some  is 
leased.  The  band's  total  income,  in- 
dividual and  tribal,  is  maybe  $12 
million  a  year.  That  may  not  seem 
like  much  beside  the  $35  million  the 
Navahos  get  from  their  mineral 
leases  in  Arizona,  but  there  are 
160,000  Navahos  and  only  240  Agua 
Calientes.  Per  capita,  that's  $50,000 
a  year,  vs.  $220  for  the  Navahos, 
and,  because  of  the  Indians'  special 
status,  it's  all  tax-free. 

"There  probably  isn't  a  landholder 
in  the  tribe  who  doesn't  have  in- 
come of  at  least  $35,000,"  says  Rich- 


ard McDermott,  who  retired  as  head 
of  the  Palm  Springs  office  of  the  BIA 
early  this  year,  "and  it  goes  up  to 
half  a  million." 

The  Agua  Calientes  were  poor  30 
years  ago.  Now,  with  their  Cadillacs 
and  condominiums,  they  are  pretty 
much  indistinguishable  from  the 
37,000  other  more  than  usually  af- 
fluent permanent  residents  of  Palm 
Springs.  But  they  remain  as  elusive 
as  when  they  lived  in  the  neighbor- 
ing canyons  and  cliffs.  Most  have 
unlisted  phone  numbers,  and  those 
who  don't  never  list  addresses.  None 
of  them  has  a  job.  As  Palm  Springs 
Mayor  Frank  Bogert  points  out,  "In- 
dians pay  taxes  only  if  they  put  the 
money  they  get  from  their  land  into 
some  other  business.  So  they  don't 
do  that.  They  just  live  off  what 
they've  got." 

How  the  Agua  Calientes  were 
transformed  from  primitive  aborig- 
ines into  20th-century  rentiers  is  one 
of  the  great  ironies  of  reservation 
history.  For  hundreds  of  years,  may- 
be thousands,  they  lived  in  the  can- 
yons beneath  the  towering  San  Ja- 
cinto Mountains,  or  in  the  nearby 
desert  in  a  palm  grove  by  the  hot 
springs  where  spirit  creatures 
lived — the  giant  blue  frog,  the  great 
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Golden  checkerboard 


The  original  32,000  acre  Agua  Caliente  reservation  spread  checker- 
board fashion  across  the  city  of  Palm  Springs  and  on  down  the 
Coachella  Valley.  But  the  tribe  now  owns  only  1,760  acres.  Some  of 
the  rest  was  sold,  but  most  is  still  owned  by  individual  Indians,  who 
have  already  put  the  most  valuable  land  out  under  lease.  The  prize 
landholding  is  Section  14  (inset  below),  which  includes  some  undevel- 
oped land  only  a  block  from  downtown  Palm  Springs. 


P  Land  under  lease  from  individual  Indians        _J  Sold  lands 
i  ]  Ttibally  owned  lands  ]  Undeveloped  lands 
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Section  14 


snake.  The  hot  springs  gave  the  band 
its  name.  In  the  days  when  the  Span- 
ish missions  ruled  California,  the 
Agua  Calientes  took  to  the  cliffs  to 
prevent  their  children  from  being 
kidnapped  and  forcibly  converted  to 
Christianity. 

Even  a  hundred  years  ago  they 
numbered  but  40  members  in  five 
families,  all  part  of  the  Fox  Clan.  But 
the  assimilation  had  begun.  They 
had  names  like  Pat-ncio,  Belardo, 
Chino  and  Arena;. 

After  the  Civii  \'  J.S,  gov- 

ernment granted  I '  .  rn  Pacif- 

ic  Railroad   altemat  mile 

sections  on  either  •;  rack 


through  the  Coachella  Valley.  The 
Agua  Calientes  got  the  alternate  sec- 
tions, some  32,000  acres.  Luckily  for 
the  Indians,  the  Golden  Checker- 
board, as  the  pattern  later  became 
known,  was  considered  worthless. 

In  the  1890s,  Indian  policy  allot- 
ted reservation  lands  to  individual 
tribesmen,  with  the  idea  that  reser- 
vations would  eventually  wither 
away.  For  the  Agua  Calientes,  allot- 
ments were  hampered  by  bureau- 
cratic and  legal  delay.  In  the  end, 
land  was  distributed  in  allotments 
of  roughly  equal  value  to  tribe  mem- 
bers alive  in  1959. 

For  decades,  the  paternalistic  BIA 


was  not  permitted  to  approve  leases 
longer  than  five  years,  which  may 
have  made  sense  for  agricultural 
land  but  effectively  kept  the  Agua 
Calientes  poor.  According  to  one  as- 
sessment, the  whole  reservation  was 
worth  only  $10  million  in  1956.  But 
then  Palm  Springs  boomed  on  the 
old  Southern  Pacific  squares. 

In  the  late  Fifties  California  im- 
posed a  humiliating  conservator  sys- 
tem, declaring  80%  of  the  tribe  in- 
competent to  handle  their  own  af- 
fairs. For  years  administrative  costs 
ate  up  more  than  a  third  of  what 
little  income  there  was.  Much  of  the 
original  Indian  land  was  sold  to  pay 
lawyers  and  conservators  and  pass 
out  a  pittance  to  the  Indians. 

"The  conservators  took  advantage 
of  the  Indians  and  their  lack  of 
knowledge,"  says  John  Mangione, 
head  of  Palm  Springs'  community 
development  department,  "and  they 
cut  some  pretty  good  deals  with 
themselves.  So  some  of  the  older 
Indians  have  a  chip  on  their  shoul- 
der. They  think,  you  know,  the 
white  man's  going  to  screw  you, 
watch  out." 

Today  the  tribe  is  run  by  a  five- 
member  tribal  council,  elected  to 
one-  or  two-year  terms.  The  current 
chairman,  Richard  Milanovich,  42, 
studied  for  a  while  at  the  Claremont 
College  business  school.  The  coun- 
cil refuses  to  discuss  tribal  affairs 
with  outsiders,  worried  that  knowl- 
edge of  their  wealth  will  expose 
them  to  kidnappers. 

Like  many  young  Indians  these 
days,  Milanovich  has  a  need  for 
roots,  a  nostalgia  for  the  old  tribal 
culture,  or  so  people  who  know  him 
suggest.  But  the  roots  have  grown 
pretty  thin. 

When  the  last  chief,  Francisco  Pa- 
tencio,  died,  in  1947,  his  children 
decided  the  tribal  culture  could  no 
longer  be  sustained.  Their  supernat- 
ural powers  were  gone — curing  the 
sick,  receiving  messages  from  the 
spirit  world,,  eating  fire.  (You  did 
that,  a  shaman  once  explained,  by 
making  your  body  as  hot  as  the  coals 
you  consumed.)  And  so  they  buried 
all  the  articles  used  in  the  tribal  rit- 
uals with  their  father  and  burned  the 
Big  House  where  all  the  ceremonies 
were  held. 

Symbolically,  perhaps,  the  Agua 
Calientes'  first  long-term  lease  cov- 
ered the  sacred  hot  springs,  across 
from  the  downtown  business  dis- 
trict. An  $8  million  spa  and  hotel 
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A  PERFECT  FIT. 

INTRODUCING  A  SUM,  25-INCH, 
FULL  SPECTRUM  TV  THAf  FITS  IN  THE 
SPACE  OF  A  19-INCH  SET. 
You  don't  have  to  make  room  tor  this  beauty.  Be- 
cause this  slim,  25-inch  TV  (measured  diagonally) 
actually  fits  70%  more  picture  in  the  space  of  a 
standard  19-inch  set.  It's  the  new  high-performance, 
Full  Spectrum  television.  The  first  consumer  TV  to  proc- 
ess 100%  of  the  audio/video  signal.  All  the  color, 
all  the  sound,  all  the  time.  Giving  you  sharper  color, 
cleaner  picture  and  sound,  and  all  in  the  space  of 

a  19-inch  set. 

COMPLETE  WITH  FULL 

STEREO  SOUND,  VIDEO  MONITOR 

CAPABILITY,  AND  MORE. 

All  Full  Spectrum  ColorTrak  2000's  feature  a  built-i 
stereo  broadcast  receiver.  (Stereo  sound  depen- 
dent on  TV  broadcast  signal.)  Plus  video-monitor 
circuitry  for  easy  hookup  of  audio/video  compo- 
nents. Other  standard  features  include  127-channel 
tuning  (including  cable)  plus  RCA's  Digital  Com- 
mand Center,  the  total  control  remote  control  that 
operates  an  entire  RCA  video  system. 

Try  one  on  for  size  at  your  RCA  dealer.  Or,  for  more 
information  and  a  free  copy  of  the  "Living  With 
Video"  booklet  (a  $2.50  retail  value),  write:  RCA 
Consumer  Electronics,  Dept.  32-312AA,  P.O.  Box 
7036,  Indianapolis,  IN  46207-7036. 
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THE  FACE 

THAT  LAUNCHED 

600  BUSINESS  JETS. 


LEARJET 
30  SERIES. 


ow  there  are  600  Leaijet  30  series  — 
tore  than  any  other  business  jet 

If  the  "face"  looks  familiar,  it's  not  surprising.  The 
sek  Learjet  30  series  is  the  most  popular  and  best- 
cognized  business  jet  model  in  the  world  —  now 
imbering  600  strong. 

That  may  seem  an  insignificant  sum  in  a  world 
here  products  are  stamped  out  in  the  millions.  But 
e  frantic  pace  of  mass  production  has  no 
levance  to  the  meticulous  crafting  of  a  Learjet. 
id  the  completion  of  600  single  models  is  a 
ilestone  that's  never  been  reached  by  any  other 
gh-performance  business  jet. 
The  Learjet  30  series  is  the  best-selling  business 
t  ever  created. 

eak  performance  and  efficiency. 

Many  business  jets  force  the  buyer  to  make  a 
fficult  choice  —  between  true  high  performance  and 
Dtimum  fuel  efficiency.  To  realize  the  maximum 
inef it  of  one,  you  must  sacrifice  the  other. 
Learjet  owners  are  thoughtfully  spared  that 
jcision.  Top  performance  and  peak  fuel  efficiency 
>exist  for  them  in  the  same  uncompromising  aircraft. 
The  35A  cruises  at  530  mph,  and  climbs  faster 
an  any  other  jet  in  the  category. 
And  the  same  35A  is  also  number  one  in  fuel 
f  iciency.  You  can 't  buy  another  business  jet  that  will 
wermore  distance,  in  less  time,  on  less  fuel.  No 
atter  how  much  you  pay. 

alf  a  biUion  miles  of  flight. 

The  staunch  reliability  of  the  Learjet  is  legend  in 
isiness  jet  circles. 

The  dependability  of  the  30  series  alone  has  been 
'erwhelmingry  established  through  an  incredible 
)0  million  miles  of  flight.  No  other  business  jet 
odel  is  even  remotely  close  to  that  track  record. 
And  that's  one  reason  why  the  United  States  Air 
rce  confidently  chose  the  30  series  over  all  other 
isiness  jets.  The  USAF  is  now  taking  delivery  of  80 
w  Learjets. 

aking  the  best  even  better. 

\  The  30  series  hasn't  stayed  in  the  number  one 
psition  by  sitting  still.  Our  company's  ongoing 
ommitment  to  improvement  remains  constant. 


The  most  recent  of  these  enhancements  includes 
a  new,  more  sophisticated  digital  autopilot.  A  state- 
of-the-art  EFIS  heading  reference  system.  And  an 
entire  collection  of  advanced  digital  avionics  as  part 
of  the  standard  equipment  package. 

Place  your  order  now. 

We'll  build  a  new  30  series,  equipped  to  your 
specifications,  for  delivery  later  this  year. 

Or  for  immediate  delivery,  ask  about  a  new 
Learjet  demonstrator,  or  our  select  pre-owned 
Learjets  recently  accepted  as  trade-ins.  (Your  aircraft 
is  welcomed  in  trade.) 

Bob  Knebel,  Director-U.S.  Marketing,  can  provide 
full  details  on  how  financing  (lease  or  purchase)  can 
be  tailored  to  your  needs.  Call  him  today  at 
602-294-4422,  Ext.  7210. 

Learjet  30  series.  The  business  jet  with  the  most 
business  experience. 

Gates  Learjet 

P.O.  Box  1 1 186 /Tucson,  AZ  85734-1 186 


Learjet  2  5D    Cruise  speed  up  to  530  mph. 

One-stop  transcontinental  range.  Seats 
up  to  eight  passengers. 


Learjet  35A    Cruise  speed  of  530  mph. 

Transcontinental  range.  Comfortable 


seating  for  up  to  eight  passengers. 


Learjet  55     530-mph  cruise  speed.  Intercontinental 
range.  Wide  body,  standup-height  cabin 
with  spacious  seating  for  eight,  and 
with  private  lavatory. 
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When  your  business  trip  is  running  late, 
"jour  room  will  wait  up  for  you. 


\buVe  got  the  Card. 


You're  not  worried.  Because  you  know 
that  your  hotel  room  will  be  there  no 
matter  when  you  get  there.  You  made 
an  American  Express®Card  Assured 
Reservation?  You  know  the  hotel 
will  hold  your  room,  all  night  long,  if 
necessary.  And  if  for  some  reason 
diey  don't,  you  are  still  okay. They  will 
irrange  for  and  pay  for  your  night's  stay 

ill  the  hotel  before  6  PM  desnnanon  rime  (4  PM  at  resorts). 


at  a  comparable  hotel,  transportation 
there,  and  a  phone  call.  But  if  your  plan 
change,  be  sure  to  phone  to  cancel  and 
get  a  cancellation  number*  On  your 
next  business  or  pleasure  trip,  make  sun 
your  hotel  room  waits  up  for 
you.  And  take  your  time. Your  ? 
room  will  be  there. 
Don't  leave  home  without  it* 


. 


Ed  Kasht/Gamma  Liaison 


Former  Agua  Caliente  Chairman  Vyola  Ortner  by  the  Indian  cemetery  in  Section  14 
Politician,  statesman,  community  activist  and  real  estate  promoter. 


arose,  and  the  palms  surrounding  the 
springs  were  carted  off  to  the  new 
cemetery  the  Indians  established 
when  white  landowners  denied  ac- 
cess to  traditional  burial  grounds  on 
the  mountain. 

Today  the  crown  jewel  of  the  Indi- 
an holdings  is  Section  14,  a  largely 
undeveloped  square-mile  parcel  in 
the  heart  of  Palm  Springs.  A  major 
downtown  redevelopment  scheme  is 
under  way  (see  preceding  story)  and 
Section  14  is  a  key  to  that  effort. 
Parts  may  be  worth  as  much  as 
$450,000  an  acre,  and  the  values 
keep  rising. 

Even  so,  that  doesn't  mean  all 
Agua  Calientes  are  millionaires. 
Most  think  of  themselves  as  land- 
poor,  and  some  really  are — relatively 
speaking,  of  course.  Vyola  Ortner, 
former  Agua  Caliente  chairman  and 
member  of  the  Palm  Springs  city 
council,  says  her  income  runs  under 
$100,000  a  year.  "My  leases  were 
among  the  first  that  were  written," 
she  explains,  "so  my  income  is  prob- 
ably one  of  the  lowest." 

The  tribe  is  beginning  to  run  out  of 


usable  undeveloped  land.  Of  the 
original  32,000  acres,  more  than  half 
is  still  undeveloped,  but  most  of  it  is 
canyons,  washes  or  mountaintops — 
billy-goat  land. 

So  development  is  encroaching 
upon  the  mountain  canyons,  gashes 
of  glittering  water  and  palm  trees 
that  are  the  Agua  Calientes'  most 
precious  natural  inheritance.  Says 
the  Bureau  of  Indian  Affairs'  real  es- 
tate officer,  "The  tribe  has  to  decide 
whether  to  develop  it  or  leave  it  in  its 
natural  state." 

The  Indians  are  more  experienced 
in  managing  their  lands  than  they 
used  to  be,  and  so  is  the  BIA.  The 
original  leases  lacked  escalator 
clauses,  for  instance,  but  no  more. 
These  days  the  terms  are  adjusted 
every  five  years.  Every  lease  must  be 
approved  by  the  local  BIA  office.  The 
bureau  has  a  new  agent — Bell  Haney, 
44,  an  M.B.A.  with  experience  in 
land  development  and  oil  and  gas 
leasing,  who  will  hire  specialists  in 
urban  development,  finance,  lease 
compliance  and  perhaps  law.  A  se- 
ries of  court  decisions  has  already 


confirmed  the  Indians'  immunity 
from  state  and  local  taxes  and  Palm 
Springs'  severely  restrictive  zoning. 
So  the  Indians  have  the  last  word  on 
Section  14. 

Developers  complain  about  perfor- 
mance clauses  now  in  tribal  leases 
requiring  certain  improvements  by 
certain  dates.  The  Indians,  they 
claim,  are  unreasonable  in  demand- 
ing they  meet  the  obligations  regard- 
less of  unforeseen  circumstances,  and 
even  more  unreasonable  if  a  develop- 
er attempts  to  renegotiate  the  lease — 
asking,  for  example,  percentages  as 
high  as  12%  of  the  gross. 

But  many  of  the  older  Agua  Ca- 
liente Indians,  still  bitter  about  past 
injustices,  haven't  much  sympathy 
for  a  developer  who  has  overextend- 
ed himself.  "They  feel  a  deal  is  a 
deal,"  says  BIA  Deputy  Chairman 
John  Fritz,  "and  if  the  leases  were 
supposed  to  be  developed  and  can't 
be,  that  isn't  our  fault,  they  say." 

But  the  Agua  Calientes  may  be 
coming  around.  After  all,  nobody  h?>s 
a  larger  stake  in  the  success  of  Pair 
Springs  than  they  do.  ■ 
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In  which  Forbes  crosses  swords  with  the 
king  of  comedy  over  real  estate  and  comes 
up  with  a  split  decision.  Bob  Hope  is  off  The 
Four  Hundred,  but  hes  not  off  the  hook. 

How  rich  is 
Bob  Hope? 


Sanderson  shouting  Star 


By  Richard  Behar 


If  my  estate  is  worth  over  $50  mil- 
lion, I'll  kiss  your  ass.   I  mean 
that. "        — Bob  Hope  to  Forbes, 
May  1983 

This  was  a  challenge  we 
couldn't  refuse,  though  not  the 
best  deal  going.  As  long  ago  as 
1967,  Time  magazine  reported  a 
net  worth  for  the  comedian  "ap- 
proaching $500  million."  It 
sounded  high:  Minimal  pru- 
dence and  inflation  alone  would 
make  him  a  billionaire-plus  by 
now.  At  the  time,  Hope  wired 
the  Time  editor  and  offered  to 
split  the  money  if  the  magazine 
could  find  it.  But  he  wouldn't 
make  us  that  offer  last  year 
when  we  estimated  a  measly 
$200  million. 

Nevertheless,  Hope  thriftily 
made  use  of  our  figure  in  one 
comic  routine  after  another.  "If 
I  had  that  kind  of  money,  I 
wouldn't  have  gone  to  Vietnam; 
I  would  have  sent  for  it,"  was  a 
fair  sampling. 

We  can  take  and  even  enjoy  a 
little  ribbing  from  the  master  of 
one-liners,  but  after  a  while  we 
were  prompted  to  settle  the 
matter  once  and  for  all.  Pride,  not  his 
unusual  prize,  was  our  motive. 

First,  we  reviewed  the  record.  The 
reports  of  Hope's  vast  wealth  are 
based  on  his  huge  real  estate  empire. 
Back  in  1967  Time  described  "8,000 
acres  in  Palm  Springs,  $35  million  in 
property  in  Thousand  Oaks  near  Los 
Angeles,  4,000  to  5,000  acres  near 
Phoenix,  more  than  7,500  acres  in  the 
San  Fernando  Valley,  1,500  acres  in 
Malibu,"  and  so  on.  Truly  legendary 
property:  nearly  35  squat c  'Piles  of 
sunny  countryside.  Enough,  if  in  one 
place,  to  make  a  very  tidy  principality 


Leslie  Touries  Hope 

Just  another  centimillionaire. 


nearly  50  times  the  size  of  Monaco, 
with  just  as  fine  a  climate. 

Next,  dozens  of  talks  with  real  es- 
tate brokers  in  southern  California. 
We  had  concentrated  on  people  who 
knew  raw  land.  All  displayed  easy  fa- 
miliarity with  Hope's  holdings,  some 
even  to  the  acreage  counts.  It  wasn't 
nearly  as  big  as  Time  reported  and  nev- 
er had  been,  they  said  knowingly,  but 
worth  $200  million,  $300  million- 
one  broker  even  ventured  $600  mil- 
lion— take  your  pick 

We  knew  evaluating  real  estate  is 
tricky,  especially  raw  land.  Even  a 


slight  per-acre  spread  can  throw  off 
the  figure  for  bulk  land  by  tens  of 
millions.  In  Hope's  case,  moreover, 
there  was  the  added  "celebrity  infla- 
tion" factor.  So,  to  be  careful,  we 
scaled  back  our  1982  figure  of  $280 
million  to  a  reasonable,  if  not  down- 
right conservative,  $175  million  for 
the  land,  or  $15,000  to  $20,000  an 
acre.  Adding  other  investments  (Hope 
himself  admits  to  some  $30  million) 
gave  us  over  $200  million. 

A  really  sure  fix  on  Hope's  land 
would  mean  sending  a  professional 
appraiser  out  personally  to  step  off 
each  parcel.  A  series  of  appraisers,  in 
fact,  since  no  one  in  California  could 
have  the  necessary  feel  for  the  mar- 
ketplace in  so  many  places  at  once.  It 
would  cost  a  fortune,  but  that  didn't 
matter.  This  was  an  affaire 
d'honneur.  We  hired  a  well-re- 
spected appraisal  firm  (which 
insisted  upon  anonymity)  to  or- 
ganize our  campaign. 

Here's  the  outcome:  we 
found,  including  recently  sold 
parcels,  9,500  acres — 20  Mona- 
cos — scattered  across  130  miles 
and  three  counties.  To  the  best 
of  our  knowledge,  there  are  now 
86  parcels — in  the  Agoura  area 
and  Simi  Valley  in  Ventura 
County;  in  Malibu,  Calabasas, 
Newhall,  Palmdale,  Burbank 
and  North  Hollywood  in  Los 
Angeles  County;  and  in  Palm 
Springs  in  Riverside  County. 
Hope,  now  81,  appears  to  be  liq- 
uidating in  an  orderly  manner; 
substantial  pieces  have  changed 
hands  within  the  past  year.  Our 
appraisers,  instructed  to  be  con- 
servative, returned  with  an  ap- 
praisal not  of  $1  billion  or  half  a 
billion,  not  $300  million,  not 
even  what  we  thought  of  as  an 
ultraconservative  $175  million, 
but  only  $80  million  for  the  lot, 
including  the  recent  sales.  Star- 
tled, we  pressed  our  hired  guns 
and  our  own  sources  for  more 
facts.  Here's  what  happened: 

Hope's  initial  big  money  ($3.4 

million)  came  from  investing  in  a  100- 
barrel-an-hour  oil  gusher  with  Bing 
Crosby  and  William  Moncrief  Sr.  in 
1949.  Most  of  Hope's  share  was 
plowed  into  real  estate 

How  much  real  estate?  Your  Los 
Angeles  broker  talks  about  "im- 
mense" Palm  Springs  acreage  that 
Hope  owns  or  once  owned,  while  the 
Palm  Springs  expert — who  can't  find 
that  particular  fiefdom-  -sends  you  to 
Malibu,  and  so  on.  The  story  has  fed 
on  itself,  and  after  =)  while  taken  on  a 
much  inflated  life  of  its  own.  No- 
body, apparently,  has  ever  gone  out 
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Epnes  &  Comp^  inc. 


IN  TODAYS  BUSINESS  CLIMATE, I  COUlDNf  SURVIVE 
WITHOUT  THE  WALL  STREET  JOURNAL 

JAMES  J.  CASEY,  PRESIDENT,  EDDIE  BAUER,  INC. 

"For  over  sixty  years,  Eddie  Bauer  has  outfitted  customers  to  function  in  all  kinds 
of  rugged  wilderness  environments.  And  for  years,  I've  seen  to  it  that  Eddie  Bauer,  Inc. 
can  function  in  another  kind  of  rugged  environment,  thanks  to  The  Wall  Street  Journal. 

"I  depend  on  the  concise  information  and  thorough  background  The  Journal  gives 
me  every  business  day.  The  remarkably  accurate  economic  forecasts  that  appear  in  The 
Journal  make  it  the  most  important  source  I  have  for  reading  the  future  economic 
picture.  I  might  easily  wander  into  difficult  terrain  without  The  Journal  to  guide  me. 

"That's  why,  whether  I'm  in  my  Seattle  office  or  out  field-testing  new  equipment, 
I  read  The  Journal  every  business  day.  It's  the  most  important  piece  of  survival  gea 
got.  With  the  possible  exception  of  my  fyr  111  111  CTDCCT  IflllQUAl 
Eddie  Bauer  goose-down  parka."  II1E  Iff  ALL  01  VICE  I  |UUIinJIL« 

All  the  business  news  you  need.When  you  need  it. 
Subscribe  today,  call  800-345-8540  except  Hawaii  orAlaska.PA  800-662-5180. Or  write:  200  Burnett  Rd.,Cbi 


a 

mountaineer     to 
much   of   Hope's 
boulder-strewn 
Development? 


and  run  it  down  in  detail.  Until  now. 

The  reality  is  that  ten  years  ago 
Hope  owned  well  over  1 1,000  acres  of 
raw  land,  but  has  since  given  away  or 
sold  off  large  tracts,  getting  himself  an 
estimated  $20  million.  He  currently 
holds  just  over  8,600  acres  in  his  or 
his  wife's  name. 

The  largest  chunk  is  in  Simi  Valley, 
Ventura  County,  where  Hope  has  230 
acres,  called  "Hope  Town,"  south  of 
the  Simi  Valley  Freeway — and  3,725 
acres  north  of  the  freeway.  Another 
875  acres  extend  into  Los  Angeles 
County.  Hope  bought  Hope  Town  in 
the  mid-1960s  from  Ray  (Crash)  Cor- 
rigan,  who  operated  a  movie  ranch 
there  to  film  Westerns.  In  the  late 
1970s  mountain  fires  swept  across  the 
property,  destroying  most 
of  the  old  sets. 

Mountains?  Correct.  It 
would  take  a  serious 
survey 
barren, 
terrain. 
It'd  be 
like  trying  to  develop  the 
side  of  the  Lever  House 
building  in  New  York," 
says  a  local.  Hope  Town  is 
the  best  of  the  Simi  land, 
not  all  of  it,  and  Griffin 
Homes,  a  local  developer, 
is  buying  the  good  stuff. 
"We  plan  to  develop  the 
flat  portion  and  leave  the 
mountain  stuff  as  open 
space,"  says  Paul  Griffin 
Jr.  He  won't  disclose  the 
price,  but  smart  money 
pegs  the  prime  230  acres 
at  maybe  $35,000  an  acre. 

After  talking  to  our  ap- 
praiser, we  went  with  $8 
million  for  Hope  Town 
and  $6.4  million  for  the 
rest,  which  might  con- 
ceivably fly  as  a  state 
park.  This  for  land  one 
particularly  well-creden- 
tialed  broker  had  assured 
us  "must  be  worth 
$50,000  an  acre" — nearly 
$250  million.  But  he  had 
never  journeyed  out  to 
Simi  and  stepped  it  off 
himself.  It  turns  out  he 
plied  the  value  of  what 


Hope  picked  up  in  the  early  1960s  and 
late  1970s  from  Jim  Jordan  and  his 
wife  (the  1940s  radio-TV  comic  team 
"Fibber  McGee  and  Molly").  Like  old 
Fibber,  we  swung  open  the  closet  door 
to  a  lovely,  scenic  piece  of  land,  near 
other  property  under  development  in 
rural  subdivision — but  found  the  bulk 
of  it  designated  open  space,  agricul- 
turally zoned,  with  canyonlike  ter- 
rain. Our  appraiser  figured  $3,000  an 
acre,  $7.2  million  total. 

And  so  it  went.  South  and  east,  in 
Los  Angeles  County,  lie  280  acres  just 
north  of  the  Ventura  Freeway  and 
nearly  790  acres  south  of  it.  Brokers 
said  at  least  $50,000  an  acre;  the  ap- 
praiser, after  he  hiked  around  the 
property,  said  $25,000  per  acre  for  the 


Hope's  Malibu  property  is  clearly 
the  crown  jewel.  "Even  the  bad  stuff 
over  there  is  good,"  reports  one  real 
estate  agent.  Hope  bought  roughly 
330  beautiful  beach-view  acres  in  the 
1950s.The  land  is  now  worth  $75,000 
per  acre,  or  $25  million. 

His  posh  Palm  Springs  home  (be- 
low) could  fetch  $5  million  to  $6  mil- 
lion; his  North  Hollywood  home 
(with  one-hole  golf  course),  $5  million 
to  $8  million.  Hope's  only  truly  com- 
mercial land  is  a  57,557-square-foot 
vacant  lot  across  from  NBC  in  Bur- 
bank,  once  slated  for  a  Bob  Hope 
Center,  complete  with  museum  and 
memorabilia.  But  plans  collapsed,  and 
the  lot  lies  dormant.  Figure  $3  million 
($54  per  square  foot). 


Rick  Browne/Picture  Group 


Bob  Hope's  Palm  Springs  borne 
8.000  acres?  What  8,000  acres? 


had  multi- 
he  knew — 
developable  land,  which  can  be  worth 
$80,000  an  acre  in  Simi — by  Hope's 
acreage  and  subtracted  a  generous 
fudge  factor.  But  not  generous 
enough.  "I  don't  sell  mi  ,"  he 

said  defensively. 

There's  another  block  oi  Ventura 
County  land— some  2,40l  i  .  -es  be- 
ginning two  miles  north  of  t  Ven- 
tura  Freeway   (above   Agoura) — that 


smaller  block  and  $15,000  each  for 
the  larger.  Total:  $19  million. 

In  Riverside  County,  Hope  recently 
sold  off  989.6  acres  just  east  of  Can- 
yon Lake  (below  Perris),  most  of 
which  was  purchased  from  war  hero 
and  movie  star  Audie  Murphy  in  the 
1950s.  Our  appraiser  said  $6  million. 
The  Huntington  Beach  Co.  recently 
paid  $5  million  for  everything.  "It  was 
the  best  buy  in  the  whole  state,"  ad- 
mits Hope. 


There  doesn't  appear  to 
be  much  of  consequence 
outside  California.  Hope 
once  had  a  few  parcels  in 
Puerto  Rico  and  about  500 
acres  of  Phoenix  farm- 
land, but  everything  is 
long  sold. 

Thus,  Forbes'  best  tally 
is  roughly  $85  million  for 
Hope's  real  estate,  close  to 
the  appraiser's  number. 
Adding  on  the  $30  million 
in  miscellaneous  invest- 
ments— Hope  admits  to  a 
"minimal"  amount  of 
RCA  stock,  some  appar- 
ently minor  oil  interests 
in  Texas,  the  45%  stake  in 
a  Pasadena  radio  station 
he  sold  this  year  for  $4 
million — the  grand  total 
comes  to  at  least  $115 
million. 

Hope  admits  he  earns 
upward  of  $3  million  an- 
nually from  performing 
and  endorsing  products, 
but  claims  most  of  it  goes 
to  taxes  (no  shelters)  and  a 
costly  lifestyle.  Now, 
Hope  might  still  be  sand- 
bagging us:  "A  man  of 
that  magnitude  is  big 
business,  and  big  business 
is  smart  business,  and 
smart  business  is  out  uti- 

lizing  authorities  in  the 

[tax]  field  for  their  shelters,"  remarks 
one  observer.  Then  could  there  still  be 
more  to  Hope  than  meets  the  eye? 
Yes,  but  we  haven't  found  it.  So  the 
Road  to  Hope  ends,  in  the  last  reel, 
with  our  regretfully  dropping  him 
from  this  year's  Forbes  Four  Hundred. 
On  the  other  hand,  Leslie  Townes 
Hope  is  not  exactly  poorhouse  materi- 
al, either.  You're  off  the  list,  Bob,  but 
you're  not  off  the  hook.  Isn't  there 
something  you  owe  us?  ■ 
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WildTurkeyHilL 
The  legend  began  150  years  ago. 
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For  signed  Ken  Davies  lithograph,  18"  x19",  of  Wild  Turkey  painting,  send  $10  payable  to:  "ANCO,"  Box929-FO,NYC  10268 


Austin  Nichols 

WILD 
TURKEY' 

"WUCKY  STRAIGHT  BOlfli 
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There's  been  a  distillery  on  Wild  Turkey  Hill  for  almost  150  years. 
Sometimes  the  air  stands  motionless  in  the  valley,  where  the 
gentle-running  waters  of  the  Kentucky  River  flow  But  on  top  of  ;. 
the  hill,  constant  breezes  cool  our  Wild  Turkey  whiskey  natii' 
as  it  ages  in  the  barrel.  Wild  Turkey  Hill  is  a  place  like  n 
And  it  helps  us  make  a  Wild  Turkey  whiskey  like  nobttj 
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Tomorrow's  buggy  whips:  With  the  sophistica- 
ted tools  shown  here  a  communications  network 
could  be  designed  in  a  few  weeks — and  it  could 
be  obsolete  before  it  got  off  the  drawing  board. 
Contel  Information  Systems'  MIND*  system  now 
harnesses  computer 


power  to  get  the  same  job 
done  in  minutes.  Minutes  vs.  weeks — and  done 
better,  too!  No  wonder  more  than  800  network 
pros  have  become  MIND  converts.  They  get  easy- 
to-update  network  designs  that  precisely  bal- 
ance high  performance  and  minimum  costs. 
Continental  Telecom  and  its  subsidiaries  lead 
in  this  new  era  of  network  services  with  the 
equipment  and  design  tools  to  make  them  work 
with  increased  efficiency.  From  telephony 
to  satellites.  Architects  of  telecommunication, 

FORA  FREE  BROCHURE  ON  ALL  OF  CONTEL'S  CAPABILITIES  WRITE  TO  -^— »      -**"^-      —    —  "^—a i  ■aroapffj 
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Dr.  Laszlo  Tauber  made  $250  million  from  his  real  estate 
sideline.  More  than  most,  he  knows  what  money  cant  buy. 


Long 
memories 


By  Tom  Dowling 


We  used  to  call  him  up  in  the 
operating  room,"  recalls  Art 
Carlson,  a  restaurateur  who 
formerly  helped  run  Dr.  Laszlo 
Tauber's  7.2  million  square  feet  of 
rental  properties.  "We'd  say  we  need 
so  many  million  tons  of  concrete,  so 
many  hundred  thousand  linear  feet  of 
Sheetrock.  He  could  have  had  his 
hands  in  someone's  innards,  but  he'd 
think  a  second  and  say,  'No.  That's 
too  much.'  Then  he'd  give  you  the 
right  numbers." 

Tauber,  69,  is  no  longer  building, 
but  seeing  him  at  work  you  would 
hardly  know  it.  Sitting  at  his  cluttered 
desk  in  Alexandria,  Va.'s  Jefferson 
Memorial  Hospital,  he  fields  a  few 
quick  phone  calls:  so  much  for  the  air 
rights  to  that  New  York  City  build- 
ing, so  many  ccs.  for  this  patient.  Fi- 
nally, he  leans  back,  owlish  behind 
black-rimmed  glasses,  and  in  a  soft 
Hungarian  accent  recites  a  few  curi- 
ous dates:  "Zsa  Zsa  Gabor,  born  Feb. 
6,  1917;  sister  Magda,  August  1915; 
Eva,  Feb.  11,  1919."  There  is  a  hint  of 
a  melancholy  smile. 

Why  do  the  Gabor  sisters'  birth 
dates  interest  Tauber?  Since  arriving 
in  America  in  1947,  a  physician  with- 
out U.S.  certification  and  virtually 
penniless,  Tauber  has  progressed  from 
a  general  practice  in  a  working-class 
Washington,  D.C.  neighborhood  to 
chief  of  surgery  in  a  120-bed  hospital 
he  built  himself.  As  an  entrepreneur, 
he  has  gone  from  a  $9,500  investment 
in  a  site  for  a  modest  apartment  house 
in  the  1950s  to  a  $250  million  real 
estate  fortune  built  from  scratch — 
largely  outside  office  hours. 

A  slightly  built  man  given  to  s  | 


ing  in  a  grave  manner,  he  leaves  no 
doubt  his  figures  on  the  Gabors  are 
both  scrupulously  correct  (though  Zsa 
Zsa's  manager  claims  she  is  younger, 
while  Eva's  agent  refuses  even  to  dis- 
cuss her  age)  and  of  central  relevance 
to  what  he  calls  "ceaseless  drives," 
which  have  made  him  one  of  the  rare 
members  of  The  Forbes  Four  Hundred 
to  get  there  in  his  spare  time. 

In  Hungary  Tauber  was  a  brilliant 
student  and  a  first-class  gymnast  who 
won  17  championships  in  his  youth. 
"I  remember  more  vividly  the  cham- 
pionships I  lost  than  those  I  won,"  he 
notes.  "I  never  relaxed.  They  used  to 
say  I  never  had  a  childhood." 

Tauber  steps  right  out  of  the  pages 
of  Horatio  Alger  Jr. — except  it's  the 
Hungarian-Jewish  translation.  Guilt 
seems  to  gnaw  at  Tauber  in  a  way 
totally  foreign  to  the  American  suc- 
cess ethos.  Tauber  survived  the  Holo- 
caust, which  claimed  600,000  Hun- 
garian victims,  not  the  American 
School  of  Hard  Knocks.  To  the  Holo- 
caust survivor  the  inevitable  question 
is:  Why  me,  not  the  others? 

Therein  the  significance  of  the  Ga- 
bor sisters.  Tauber  remembers  that 
they  lived  for  a  time  at  No.  30  Ilka 
Street  in  Budapest,  while  his  own  boy- 
hood was  passed  at  No.  19.  Both  fam- 
ilies were  Jewish  (though  the  Gabors 
deny  that,  too).  Vilmos  Gabor,  says 
Tauber,  spent  World  War  I  at  No.  30 
Ilka  Street,  "busy  making  Jolie  Gabor 
pregnant  with  three  gorgeous  girls." 
But  Tauber's  father,  drafted  into  the 
Austro-Hungarian  Army  four  days  be- 
fore Tauber  was  born,  died  two 
months  later  on  the  Russian  front. 

During  the  Thirties  a  quota  strictly 
limited  the  number  of  Jews  entering 
Hungarian     medical     schools,     but 


Tauber,  a  war  orphan,  had  a  crucial 
edge  in  a  crowded  field.  The  scarcity 
of  doctors  in  wartime  Hungary  kept 
him  out  of  the  labor  camps  until  1944. 
And  it  was  medicine  that  enabled  him 
to  immigrate  to  America. 

In  1970,  while  recuperating  from  a 
serious  heart  attack,  Tauber  wrote  an 
autobiography  that  was  never  pub- 
lished. The  phrase  "real  estate"  never 
appears.  The  orderly  pursuit  of  a  vast 
business  fortune  seemed  to  pale 
against  the  backdrop  of  his  life:  the 
patient  whose  life  he  saved,  who  went 
on  to  become  a  Nazi  collaborator  re- 
sponsible for  the  deaths  of  over  a  hun- 
dred Jews;  the  proper  Swiss  governess 
who  was  able  to  save  Tauber  from  the 
Gestapo  by  pretending  he  was  her 
Gentile  lover. 

The  principal  baggage  Tauber 
speaks  of  bringing  from  Budapest  to 
the  U.S. — besides  such  memories — is 
a  strong  sense  of  personal  loyalty.  In- 
deed, "loyalty"  is  the  phrase  his  busi- 
ness associates  most  often  cite.  He 
has  sought  out,  in  both  Hungary  and 
Israel,  scores  of  individual  Jews  and 
"righteous  Gentiles"  from  his  past  to 
support  with  monthly  checks. 

Tauber  is  also  an  often  disappointed 
romantic.  Hungary  did  not  return  his 
early  patriotic  affections.  Israel,  to 
which  he  tried  to  immigrate  after  the 
war,  gave  the  medical  position  he  had 
sought  to  another  man.  The  segregat- 
ed bathrooms  at  Johns  Hopkins  Hos- 
pital in  1948  made  him  question 
Abraham  Lincoln's  promises  of  civil 
rights  in  America. 

But  he  was  not  always  disappoint- 
ed. "The  greatest  experience  of  my 
life?"  he  muses.  "My  first  wife  and  I 
were  fans  of  Ingrid  Bergman  when  she 
left  her  husband  for  Roberto  Rossel- 
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Dr.  Laszlo  Tauber  in  his  operating  room  at  Jefferson  Memorial  Hospital 
"Building  is  not  an  ego  trip  for  me.  Surgery  is  the  satisfaction  of  my  life. 
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lini.  I  lost  patients  defending  her,  and 
when  she  became  an  underdog  I  be- 
came even  more  a  fan.  We  decided  to 
name  our  daughter  after  her  and  my 
wife  wrote  a  letter  to  tell  her.  She 
wrote  back  and  sent  us  her  picture. 
After  my  wife  divorced  me  in  1964, 
my  friends  were  always  trying  to  fix 
me  a  date.  'Who  do  you  want,  Laci?' 
they  asked.  Finally,  I  said,  'Ingrid 
Bergman.'  So  Ingrid  Bergman  came  to 
Washington  in  a  play  and  a  friend 
called  and  said,  'Laci,  you  have  a  date 
with  Ingrid  Bergman.'  Boy!  I  took  out 
my  elevator  shoes.  We  had  dinner  at 
the  Watergate.  I'll  never  forget  the 
look  on  her  face  when  she  first  saw 
me:  Boy,  this  is  all  the  guy  I  could  get? 
But  she  was  wonderful!  That  was  the 
only  time  in  my  life  I  felt  a  big  shot.  I 
asked  her  why  she,  a  great  actress, 
would  write  me  back  a  letter.  She 
looked  at  me  in  the  eye,  and  I'll  never 
forget  it.  She  said:  'Do  you  think  I  got 
so  many  kind  letters  at  that  time?'  " 

Medicine  was  Tauber's  profession, 
his  umbilical  cord  to  Europe,  to  Hun- 
gary and  to  the  traditional  Jewish  hu- 
manitarian ideal.  The  real  estate  was 
his  umbilical  cord  to  the  go-getting 
America  he  adopted. 

He  started  with  small  apartment 


buildings  in  blue-collar  neighbor- 
hoods. The  neighborhoods  started  to 
decline,  and  he  dumped  the  buildings. 
Instead  of  quitting  real  estate,  he 
looked  for  bargain  property  in  the  bur- 
geoning suburbs. 

"Dr.  Tauber's  training  is  in  Eu- 
rope," says  Maryland  banker  Marvin 
Lang.  "There,  he  saw  that  buildings,  if 
nothing  else,  last  for  hundreds  of 
years.  He  envisions  a  deal  20  years 
down  the  line.  Where  most  builders 
just  want  to  turn  dollars,  Dr.  Tauber 
wants  to  build  assets." 

His  first  big  project,  in  1959,  was  a 
shopping  center/residential  complex 
in  Bethesda,  Md.,  built  on  cheap  land 
(49  cents  a  square  foot)  Tauber  had 
found.  Three  years  later,  in  an  expan- 
sion of  the  complex,  he  landed  a  feder- 
al tenant  with  a  ten-year  lease. 

How  did  he  line  up  the  federal  gov- 
ernment? With  cheap  land,  cheap 
leases  and  an  office  staff  of  two  mud- 
dy-boots construction  men  who 
roamed  all  over  his  sites,  breathing 
down  subcontractors'  necks  to  con- 
trol costs.  So  he  could  easily  underbid 
builders  offering  fully  priced  land 
bought  by  high-overhead,  100-man  of- 
fices whose  occupants  wore  shiny 
shoes  and  rarely  visited  the  sites. 
Government  bureaucrats  might  not 
be  thrilled  with  his  solid,  if  plain- 
vanilla  buildings,  but  they  were  nor- 


mally constrained  by  law  to  take  the 
low  bid.  And  Tauber,  who  obtained 
mortgages  based  on  the  appraised  val- 
ue of  the  completed  projects,  kept  his 
costs  well  below  the  amount  bor- 
rowed. That  way  he  could  in  effect 
build  with  no  permanent  outlay  of  his 
own  cash.  Later,  when  the  leases  ran 
out,  he  could  safely  charge  his  settled- 
in  tenants  substantially  higher  rents. 
Such  were  the  strategic  little  details 
that  appealed  to  Tauber's  quintessen- 
tially  conservative  temperament. 

In  the  late  1960s  the  Nixon  Admin- 
istration urged  the  dispersion  of  the 
federal  bureaucracy  from  downtown 
Washington,  and  Tauber  found  him- 
self sitting  pretty.  A  1.2-million- 
square-foot  office  building  in  Rock- 
ville,  Md.,  which  would  house  7,000 
Health  &  Human  Services  employees, 
was  Tauber's  major  breakthrough  as  a 
builder.  Despite  a  fire,  he  delivered 
Parklawn  on  time.  It  is  one  of  the 
largest  privately  owned  office  build- 
ings on  the  East  Coast  and  is  now 
worth  an  estimated  $150  million. 
And  three  more  major  government  of- 
fice buildings  followed. 

Then  came  his  albatross.  One  of  his 
projects,  Buzzard  Point,  was  a 
415,000-square-foot  office  building  to 
house  some  2,500  Securities  &  Ex- 
change Commission  employees  on  a 
desolate  site  in  southwest  Washing- 
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ton.  Then-GSA  Adminis- 
trator Arthur  Sampson 
signed  a  lease  with 
Tauber,  as  low  bidder,  at 
$2.5  million  a  year.  As 
usual,  the  complex  was 
completed  ahead  of  sched- 
ule. But  the  SEC  refused 
to  move  in.  To  D.C.  bu- 
reaucrats Buzzard  Point 
was  Siberia — no  restau- 
rants for  a  mile  around. 
The  building  sat  largely 
unoccupied  for  six 
months,  while  at  least 
five  different  federal  agen- 
cies declined  it.  But 
Tauber  had  a  lease  with 
the  government,  and  the 
rent  kept  coming  in.  The 
Washington  Post  latched  on 
to  the  story  and  delivered 
a  hard-hitting  series,  implying  shady 
practices.  The  General  Accounting 
Office  and  FBI  investigated  but  found 
nothing  to  prosecute. 

Sampson,  who  had  insisted  Buzzard 
Point  was  a  sound  deal  throughout 
the  long  ordeal,  later  found  himself 
out  of  work  and  a  pariah  in  the  Wash- 
ington building  community.  Tauber 
hired  him  to  run  a  moneylosing  coal- 
washing  operation  in  Alabama.  "I  was 
as  surprised  as  anyone  when  Dr. 
Tauber  offered  me  a  job,"  Sampson 
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Tauber  at  home 

A  first-class  gymnast  who  never  had  a  childhood. 


says.  The  job  triggered  another  accu- 
satory Post  article.  Tauber  says  with  a 
shrug,  "I  hardly  knew  the  guy,  but  he 
stuck  up  for  me  in  Buzzard  Point.  I 
knew  it  would  give  a  bad  appearance. 
Should  I  not  give  a  guy  a  job  because 
of  appearances?" 

With  construction  costs  rising  and 
interest  rates  prohibitive  in  the  late 
1970s,  Tauber  switched  from  building 
office  complexes  to  buying  them.  In 
the  last  two  years  he  has  been  using 
'multicurrency  financing" — he  bor- 


rows foreign  currencies 
abroad  at  roughly  6.5%  to 
avoid  the  13%  American 
rates.  "There  are  pitfalls," 
he  allows,  but  he  avoids 
them  through  puts  and 
calls  on  foreign  currencies 
in  the  futures  market. 
"I'm  not  heartbroken  to 
be  out  of  building,"  he 
says.  "It's  not  an  ego  trip 
for  me.  Surgery  is  the  sat- 
isfaction of  my  life.  Living 
in  the  past  is  my  love." 

He  continues  to  search 
out  people  in  his  past  who 
did  him  a  good  turn.  "You 
remember  that  govern- 
ess?" he  says.  "The  one 
who  took  me  into  her  bed- 
room to  save  me  from  the 
Gestapo?  Well,  I  finally 
tracked  her  down  after  40  years.  I 
called  her  in  Switzerland  and  intro- 
duced myself.  She  didn't  remember 
me.  I  said,  'You  must  remember  me, 
you  hid  me  from  the  Nazis.  Anything 
you  need,  anything  you  want,  I  will  do 
it  for  you.'  She  got  angry.  She 
screamed,  'You  were  not  in  my  room. 
I  did  not  hide  you.  I  don't  need  any- 
thing from  you.'  " 

Tauber  sighs,  a  man  with  dreams 
that  are  fading,  even  as  he  acquires 
the  means  to  realize  them.  ■ 
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decision  you  make  today. 
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The  world  was  a  lot  different  a 

century  and  a  half  ago.  In  many  ways, 

so  were  the  rich. 
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Artist's  rendering  of  New  York  City,  looking  south  from  Union  Square,  1849. 


44 


FORBES  400/OCTOBER  1,  1984 


mm 


By  Laura  Saunders 


Igft  JY  aybe  we  should  write 
IVjfl  "There's  nothing  new  under 
AWA  the  sun"  200  times.  First,  we 
thought  the  premier  Forbes  Four  Hun- 
dred "rich  list"  was  unique.  Then  we 
learned  that  founder  B.C.  Forbes  him- 
self had  compiled  such  a  list,  in 
March  1918,  which  we  reprinted  in 
last  fall's  special  issue. 

No  sooner  was  that  out  than  a  read- 
er sent  along  a  photocopy  of  a  fasci- 
nating document,  a  book  that,  in  ef- 
fect, was  nothing  less  than  a  "rich 
list"  of  1845,  a  guide  to  the  wealthiest 
people  in  New  York  City. 

Even  the  format  resembled  Forbes', 
with  short  biographies  and  net  worth 
estimates.  Most  interesting  of  all  was 
the  world  revealed.  The  largest  for- 
tune— John  Jacob  Astor's — was  only 
$25  million,  and  most  were  in  the 
hundreds  of  thousands.  Here  were  a 
tallow  chandler  and  a  merchant  in  the 
China  trade  alongside  such  expected 
names  as  Astor  and  Vanderbilt,  Huck- 
ster P.T.  Barnum,  furniture  maker 
Duncan    Phyfe,    poet    Clement    C. 
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Moore  (author  of  the  poem  known  as 
"  'twas  the  night  before  Christmas"). 

We  were  eager  to  know  more.  Just 
who  was  the  Moses  Yale  Beach  named 
as  compiler  and  publisher?  With  the 
help  of  City  University  of  New  York 
historian  Edward  Pessen  and  the  ge- 
nealogy staff  of  the  New  York  City 
Public  Library,  we  learned  the  old  list 
wasn't  unique  even  in  its  day.  During 
the  1840s  and  1850s  similar  works 
were  common  in  the  large  eastern  sea- 
board cities  of  the  U.S.  Wealth  and 
Biography  of  the  Wealthy  Citizens  of  New 
York  was  first  compiled  in  1842,  print- 
ed and  sold — for  \2Vi  cents  a  copy — 
by  Beach,  owner  of  the  New  York  Sun 
newspaper.  He  published  12  editions, 
and  our  material  is  taken  from  the 
sixth,  printed  in  January  1845. 

In  that  year  the  U.S.  was  still  young 
and  growing  fast.  James  K.  Polk  suc- 
ceeded John  Tyler  as  President.  Texas 
joined  the  Union.  The  Erie  Canal  had 
been  open  20  years.  Two  pioneer 
steamships  had  arrived  from  Britain 
amid  the  clipper  ships.  The  national 
debt  was  $16  million,  and  there  was  a 
budget  surplus  of  $7  million. 

New  York  City,  firmly  established 
as  the  mercantile  capital  of  the  coun- 
try, welcomed  modern  innovations. 
In  1845  the  first  baseball  club  was 
founded  and  the  first  telegraph  poles 
were  being  strung  to  Philadelphia.  Six 
thousand  homes  had  just  received  the 
city's  first  running  water.  Some  of 
them  already  had  gaslight,  which  had 
been  used  since  the  1820s. 

Still,  only  the  lower  third  of  Man- 
hattan (below  14th  Street)  was  devel- 
oped, and  picnickers  hunted  for  black- 
berries at  the  corner  of  Madison  Ave- 
nue and  35th  Street.  The  rich  had  fine 
homes  in  the  new  neighborhood  of 
Greenwich  Village,  especially  around 
Washington  Square.  And  they  com- 
plained vigorously  because  unreliable 
public  transportation — horsecars — 
stretched  the  commute  from  Wall 
Street  offices  to  a  full  hour. 

The  city's  population  was  about 
375,000,  largely  Wasp.  Soon  would 
come  tidal  waves  set  rolling  by  the 
Irish  potato  famines  and  the  revolu- 
tions of  1848. 

The  economy  had  largely  recovered 
from  the  ruinous  Panic  of  1837,  and 
personal  wealth  was  growing.  An 
1845  dollar  would  be  worth  at  least 
$10  to  $12  today,  and  the  $100,000 
that  Beach  chose  for  his  lower  limit 
was  a  fortune  indeed;  in  the  mid- 
18508,  $400  to  $500  could  rent  an 
elegant  house  on  "aristocratic  Park 
Place"  for  a  year,  according  to  one 
observer.  Keeping  a  carriage  cost 
about  $50  per  year.  Room  and  board  at 
the  elegant  Astor  House  Hotel,  in- 
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eluding  four  meals  with  "all  the  deli- 
cacies of  the  season,"  cost  $1.50. 

That  same  $1.50  was  twice  what  a 
laborer  on  the  Erie  Canal  earned  for  a 
day's  work.  Historian  Pessen  esti- 
mates that  two-thirds  of  the  personal 
wealth  in  New  York  City  belonged  to 
4%  of  the  population.  There  wasn't 
the  leveling  effect  of  income  tax, 
which  is  perhaps  why  publisher  Beach 
felt  free  to  put  himself  on  his  own  list. 
The  city  did  have  a  wealth  tax,  but 
inspectors  relied  on  each  taxpayer's 
assessment  of  his  own  worth.  The 
immensely  wealthy  August  Belmont 
(the  American  agent  for  the  Roth- 
schilds) fixed  his  assessor  with  a  stare 
and  declared,  "Nothing,"  which  the 
bureaucrat  carefully  recorded. 

Against  this  backdrop  we  find 
Beach's  list  of  about  1,000  New 
Yorkers,  including  some  people  who 
were  dead  at  the  time.  We  have  his 
solemn  assurance  that  his  informa- 
tion is  from  "authentic  sources." 

Not,  perhaps,  by  today's  standards. 
Says  Dr.  Pessen,  who  has  even  com- 
piled his  own  rich  list  to  rival  Beach's, 
"Beach  grossly  exaggerated  the 
wealth  of  most  people  on  his  list  and 
missed  several  dozen  who  should 
have  been  on  it." 

But  even  Pessen  concedes  that  most 
of  the  sketches  are  generally  correct, 
despite  the  highly  personal  journalis- 
tic style  typical  of  the  day.  From 
Beach  we  hear  of  the  embezzlement  of 
John  Coster's  estate,  John  Jay's  neck 
injury,  the  Gomez  family's  flight  to 
religious  freedom.  Did  the  son  of  New 
York  Governor  De  Witt  Clinton 
marry  for  money?  Beach  implied  it. 

The  author  himself  was  born  poor 
in  Connecticut  and  apprenticed  at  14 
to  a  cabinet  maker.  On  his  own,  he 
failed  at  business  three  times  before 
making  a  success  of  the  Sun  in  the 
1830s.  Beach  retired  to  Connecticut 
in  1848,  having  made  his  fortune.  One 
of  his  sons  became  famous  as  the 
owner  and  editor  of  Scientific  American. 

No  fortune  on  Beach's  list  appears 
on  Forbes'  current  list.  We  can't  boast 
Astors  or  Vanderbilts,  and  New  York 
City  in  1845  didn't  have  rich  Rocke- 
fellers or  Whitneys.  The  1845  list  re- 
flects a  time  when  wealth  came  more 
from  trading  than  manufacturing.  But 
some  things  don't  change:  Two  com- 
mon sources  of  wealth  on  Beach's  list 
were  marriage  and  inheritance,  fol- 
lowed by  a  perennial  New  York  City 
gold  mine,  real  estate. 

But  enough  background.  Here  are 
excerpts  from  Beach's  list,  in  all  their 
cheerful  exuberance.  And  we  fully  •. v< 
pect  to  hear  any  day  of  a  similar  list 
from  Shakespeare's  London  or  the 
Persian  Empire  of  Darius.  91 
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MOO, 000 


A  man  who  without  money, 
without  family  connexions  and 
without  education  has  made  his 
way  to  independence  in  fortune, 
and  to  high  public  stations.  He 
began  life  as  a  poor  sailor  boy, 
afterwards  was  a  sail  maker  and 
finally  kept  one  of  the  largest  sail- 
lofts  in  the  city.  In  his  business  he 
was  industrious,  scrupulously  ex- 
act and  rigid  in  justice.  ...  He  was 
made  Mayor  of  the  city  in 
1821. ...  At  the  time  of  difficulty 
in  the  New  York  Life  Insurance 
and  Trust  Co.,  he  was  made  the 
President. 


',000,000 


John  Jacob  Astor  is  classed,  by 
those  who  know  him  best,  not  only 
among  the  richest  but  also  among 
the  truly  great  men  of  the  world. 
The  talent  which  in  another  age, 
and  in  another  state  of  society,  was 
exercised  in  the  art  of  war,  is  now 
to  a  great  extent  engaged  in  the 
peaceful  occupations  of  the  count- 
ing-room. ...  He  has  .  .  .  accumu- 
lated a  fortune  scarcely  second  to 
that  of  any  individual  on  the 
globe.  ...  He  landed  at  Baltimore,  a 
steerage  passenger  .  .  .  acquainted 
with  ...  a  furrier,  who  induced  Mr. 
Astor  to  learn  this  art.  .  .  .  The 
greatest  source  of  his  wealth  has 
resulted  from  the  increased  value  of 
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John  Jacob  Astor 


Title  page  of  Beach's  "rich  list" 

real  estate.  ...  At  an  early  day  he 
foresaw  the  future  greatness  of  this 
commercial  emporium  of  the  West- 
ern Continent,  and  was  wont  to 
convert  two-thirds  of  his  annual 
gains  into  real  estate,  not  one  foot 
of  which  he  ever  mortgaged.  It  has 
been  his  policy  to  invest  in  mort- 
gages on  the  best  property  offered, 
and  in  case  of  fore-closure,  which 
has  often  happened,  he  has  bought 
the  property  in  at  much  less  than 
its  real  value.  .  .  .  The  estimates  of 
the  value  of  his  property  given 
above  is  moderate,  those  knowing 
his  affairs  best  placing  it  at 
$30,000,000  and  some  as  high  even 
as  $50,000,000.  His  income  on  a 
moderate  estimate  must  be 
$2,000,000  a  year 

$5,000,000 

The  son  of  John  Jacob,  and  hold- 
ing a  power  of  attorney  for  the 
transaction  of  all  his  father's  busi- 
ness, and  exercising  generally  a  su- 
perintendence over  that  immense 
property  of  which  he  undoubtedly 
expects  to  be  the  principal  heir.  Yet 
Wm.  B.  has  received  much  of  his 
property  from  his  deceased  uncle, 
Henry  Astor,  long  celebrated  as  a 
butcher  in  the  Bowery,  in  which 
business  he  accumulated  his 
wealth.  The  amount  received  from 
his  uncle  did  not  exceed  half  a  mil- 
lion, yet  by  fortunate  investments, 
chiefly  in  real  estate,  and  by  dona- 
tions from  his  father,  who  has  given 
him  the  Astor  House,  it  has  in- 
creased to  this  extraordinary 
amount. 


S$u&fen,  zDavid 


$400,000 


A  distinguished  auctioneer,  who 
made  money  at  a  time  when  auc- 
tioneers reaped  their  $50,000  a  year 
profit.  By  his  marriage  with  a  sister 
of  John  Haggerty,  he  received,  no 
doubt,  an  accession  to  his  fortune. 
At  the  present  time  auctioneers, 
like  all  others,  can  reap  but  slow 
profits,  and  that  by  careful  industry 
and  close  attention  to  business.  Mr. 
Austen  is  an  excellent  business 
man,  and  a  most  estimable  citizen. 


$150,000 


The  proprietor  of  the  American 
Museum,  and  guardian  of  the  cele- 
brated Tom  Thumb,  was  born  in 
Danbury,  Conn.,  where  he  was  at 
one  time  engaged  as  a  lottery  dealer 
and  merchant,  and  afterwards  edi- 
tor and  proprietor  of  an  influential 
newspaper,  entitled  the  Herald  of 
Freedom,  which  being  free  with  the 
failings  of  orthodox  pretenders,  and 
making  some  rather  severe  stric- 
tures on  Judge  Daggett,  then  of  the 
Supreme  Court,  brought  down  the 
ire  of  that  venerable  sinner,  and 
Barnum  was  imprisoned  for  li- 
bel. . .  .  Subsequently  .  . .  meeting 
with  Tom  Thumb,  he  has  made  his 
fortune  mainly  by  means  of  that 
juvenile  wonder.  Mr.  Barnum  is 
now  in  Europe,  exhibiting  Tom 
Thumb,  by  whom  he  is  coining 
money. 


SfreatA,  ^i^¥. 


$250,000 


Moses  Yale  Beach  was  born  in 
Wallingford,  Conn.,  a  connection 
on  his  mother's  side  of  Elihu  Yale, 
Esq.,  founder  of  Yale  College. . . . 
At  an  early  age  he  was  apprenticed 
to  the  Cabinet  making  business  in 
Hartford,  Conn.,  where,  by  over- 
work and  working  nights,  managed 
to  save,  by  the  time  he  had  attained 
his  18th  year,  $400,  with  which  he 
purchased  of  his  employer  the  re- 
mainder of  his  time  and  com- 
menced business  on  his  own  ac- 
count in  Massachusetts.  ...  [In 
New  York]  soon  after  the  com- 
mencement of  the  Sun  newspaper, 
he  purchased  Mr.  Wisner's  interest, 
being  one-half,  paying  for  the  ex- 
periment $5,200.  As  soon  as  he 
found  this  to  be  a  safe  and  perma- 
nent business,  he  bought  out  his 
partner,  for  which  he  paid  $19,000. 
From  this  point,  his  star,  or  rather 
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sun,  has  been  steadily  in  the  ascen- 
dant, and  now  we  find  him  the  pub- 
lisher of  the  most  extensively  cir- 
culated newspaper  upon  the  globe, 
and  the  principal  stockholder  in 
four  Banks,  all  in  good  standing  and 
prosperous,  besides  doing  under  his 
own  name  a  large  amount  of  bank- 
ing. For  assistance  in  his  unparal- 
leled business,  he  has  the  service  of 
five  sons,  brought  up  in  active  life 
under  his  own  eye,  and  who  may 
yet  prove  "chips  of  the  old  block." 


Moses  Yale  Beach 


Culver  Pictures.  Inc 


$100,000 

A  native  of  Germany,  and  agent 
of  the  Rothschilds,  and  a  Banker. 

$1,000,000 

Of  an  old  New  York  family.  His 
parents  owned  a  small  farm  of 
about  11  acres,  bounded  on  the 
south  by  Tenth-street,  in  former 
days  the  produce  of  which  they  sold 
daily  in  the  market.  This  little 
farm,  then  of  comparative  little  val- 
ue, has  now  risen  to  be  of  immense 
value,  being  situated  in  the  court- 
part  of  the  city,  and  hence  the  great 
wealth  of  Henry.  He  also  married  a 
rich  southern  lady.  Mr.  Brevoort  is 
a  gentleman  of  accomplished  edu- 
cation, and  is  now  to  a  considerable 
extent  an  operator  in  Wall-street 


)itue^i,  iv 
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$700,000 


When  the  great  China  merchant, 
Thos.  H.  Smith  of  this  city,  failed, 
Bruen,  through  his  son,  Geo.  W.B., 
who  had  married  to  Smith's  daugh- 
ter, became  possessed  of  all  Smith's 


ships,  teas,  etc.  as  Smith's  bonds- 
man. Government  unwisely  relin- 
quished the  greater  part  of  what 
was  due  to  the  revenues,  say 
$600,000,  and  this  has  made 
through  rise  of  Smith's  assets, 
houses,  etc.,  a  vast  property  for  the 
Bruens.  .  .  . 

V)cwwicwt,  c/itctia&a \rl. 

$250,000 

Began  life  as  a  poor  boy,  making 
packing  boxes  for  merchants,  and 
laboring  until  10  or  11  o'clock  ev- 
ery night.  Accumulated  some  mon- 
ey and  commenced  as  a  carpenter 
and  builder,  in  which,  by  means  of 
his  untiring  industry,  integrity  and 
talent,  he  amassed  means  and  repu- 
tation sufficient  to  enable  him  to 
make  large  contracts,  in  1836,  for 
rebuilding  in  the  "burnt  district." 
At  the  time  of  taking  his  contracts, 
wages  and  materials  were  high,  but 
long  before  the  completion  of  his 
work,  the  price  of  labor  and  materi- 
als had  depreciated  to  such  an  ex- 
tent that  he  realized  an  immense 
profit.  ...  He  has  a  beautiful  seat  at 
Fort  Washington,  in  the  upper  part 
of  the  island,  where  he  resides  in 
the  summer.  .  .  .  No  man  is  more 
respected. 


$300,000 


Long  a  distinguished  tailor  at  the 
corner  of  John  and  Nassau  streets 
but  has  lived  for  some  time  retired 
at  Harlem.  A  very  worthy  and  up- 
right man. 


u)o/aafe,    Irm. 


$300,000 


A  very  worthy  man,  and  made  all 
his  money  by  untiring  industry,  in 
the  business  of  a  tallow  chandler. 


JDoHtlVi,    &.JK. 


$300,000 


One  of  our  most  distinguished 
shipping  merchants  and  owners  of 
packet  lines.  A  son  of  New  England, 
descended  from  a  family  that  occupy 
an  illustrious  page  in  the  annals  of 
those  heroic  men  who  resolutely 
resisted  Puritan  persecution. 

Jpo/in,  &.  'woatev  (eafa/e  of  J 

$700,000 

Two  brothers,  John  G.  and  Henry 
A.,  the  former  lately  deceased,  and 
the  latter  20  years  ago,  are  of  a 
respectable  family  in  Amsterdam, 


and  began  here  as  merchants  soon 
after  the  revolution. .  .  .  While  Na- 
poleon held  Holland,  they,  through 
confidential  correspondence,  were 
enabled  to  know  how  far  to  push 
the  trade  thither,  and  thus  in  return 
importations  of  gin  found  so  rich  a 
harvest.  .  .  .  The  millions  the  two 
brothers  amassed  is  nearly  all  melt- 
ed away  before  it  has  barely  got  into 
the  hands  of  their  children.  Dr.  Ho- 
sack,  deceased,  made  a  deep  gouge 
into  that  of  Henry's  widow,  but 
where  is  it?  .  .  . 

$400,000 

Her  father  was  Geo.  Douglas,  a 
Scotch  merchant,  who  hoarded 
closely.  His  wine  cellar  was  more 
extensive  than  his  library.  When 
George  used  to  see  people  speculat- 
ing and  idle,  it  distressed  him. 
He  would  say,  "People  get  too 
many  ideas  in  their  heads.  Why 
don't  they  work?"  What  a  blessing 
he  is  not  alive  in  this  moonshine 
age  of  dreamy  schemings.  .  .  .  The 
Crugers  were  of  Bristol,  England,  of 
which  the  one  that  first  came  out 
here  . . .  was  mayor. 

zDe/amo,  yjriwnKiM,  cfl. 

$500,000 

Firm  of  Grinnell,  Minturn  &.  Co. 
Married  a  daughter  of  Wm.  B.  As- 
tor,  recently  a  generous  sensible 
fellow  of  most  pleasant  manners, 
came  from  New  Bedford  some 
years  since,  and  commenced  as 
clerk,  with  the  above,  where  he  is 
now  a  partner. 

~2)e/m<ynic&   (wiavtit  ofjpohnj 

$200,000 

Her  husband,  with  his  brother 
Peter,  established  the  celebrated 
French  and  Italian  Restaurant.  No 
parallel  case  of  an  Italian  reaping 
such  a  fortune  has  ever  occurred  in 
the  history  of  this  city. . . .  They 
may  be  said  to  have  first  introduced 
into  our  city  a  taste  for  those  fash- 
ionable comforts  which  can  no 
where  else  be  found  but  in  the  cui- 
sine of  a  French  Restaurateur. 


$150,000 


Mr.  Gifford  was  educated  and 
graduated  as  a  Physician,  but  not 
choosing  as  a  gentleman  to  wade 
through  the  tortuous  and  muddy 
paths  by  which  some  of  the  mem- 
bers   of    an    overpopulated    and 
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starved  profession  are  compelled  to 
get  their  bread,  and  being  too  high- 
minded  to  resort  to  low  arts  and 
cunning  to  obtain  distinction, 
made  his  debut  in  the  Broker  line  in 
Wall-street,  and  has  there  operated 
to  an  extent  to  justify  his  most  san- 
guine expectations. 

&<vmex,  S$^L. 

$200,000 

The  father  of  Mr.  Gomez  was 
M.M.  Gomez,  a  respectable  descen- 
dant of  the  Gomezes,  who  were 
among  the  first  Hebrew  Emigrants 
to  England  and  the  Colonies  from 
persecution  in  Portugal,  where  they 
could  not  exercise  their  ancient  faith 
under  penalty  of  death.  Relatives  of 
his  father,  who  brought  considerable 
wealth  with  him,  were  distin- 
guished Nobles  of  that  Kingdom.  .  .  . 
Mr.  Gomez  is  the  true  representa- 
tive of  a  modern  English  gentleman 
in  his  refined  breeding. 


$1,000,000 


Of  Irish  descent;  began  business 
in  this  city  as  a  Jobber — afterwards 
became  the  richest  Auctioneer  in 
the  city,  with  David  Austen,  under 
the  firm  of  Haggerty  &  Austen. 
Afterwards  Austen  retired,  and  the 
firm  became  Haggerty  &.  Sons. 

<7taUoc/c,  z/iwz&a 


,000 


The  editor,  and  with  David  Hale, 
the  proprietor  of  the  Journal  of 
Commerce.  In  addition  to  the  prof- 
its of  this  paper,  the  estate  of  his 
wife  in  this  city  has  been  turned  to 
good  account.  Hallock  has  a  beauti- 
ful seat  in  New  Haven,  where  his 
wife  belongs  and  his  family  resides. 


cfta, 


awmon/ 


t,  c/  etev 


$1,500,000 


Born  in  the  West  Indies,  whither 
he  has  lately  retired  from  business 
with  a  princely  fortune.  Came  to 
this  city  a  poor  cabin  boy,  and  even- 
tually became  largely  engaged  in 
the  shipping  business  with  several 
partners.  The  ship  Warsaw,  sold  on 
the  30th  of  October,  1844,  made 
him  $90,000  in  one  voyage  round 
Cape  Horn.  He  has  been  largely  in- 
terested in  the  trade  between  Cuba 
and  Spain,  and  some  of  his  ships  to 
Africa,  it  is  said,  have  brought  out 
cargoes  that  have  paid  a  profit  equal 
to  the  difference  in  price  between 
Negroes  in  Africa  and  in  Cu 


$500,000 

This  firm  consists  of  four  broth- 
ers, James,  the  present  Mayor,  John, 
Joseph  W.  and  Fletcher.  They  are  of 
a  respectable  family  on  Long  Island, 
and  coming  to  this  city,  learned  the 
Printer's  trade.  Jas.  and  John,  under 
the  firm  of  J.  &  J.  Harper,  after  their 
time  was  out,  commenced  doing 
job  work,  and  printing  for  Publish- 
ers. The  distinguished  house  of 
Collins,  Keece  &.  Co.  (now  Collins, 
Brothers) .  .  .  gave  them  advice,  and 
they  printed  a  work  which  was  suc- 
cessful. .  .  .  They  are  now  the  most 
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extensive  publishers  in  this  coun- 
try .  .  .  [have]  from  twelve  to  fifteen 
hundred  booksellers  acting  as  their 
agents,  besides  a  large  number  of 
travelling  clergymen,  and  other 
itinerants.  So  extensive  is  their 
business  connexion  that  should 
they  dispose  of  but  one  or  two 
copies  to  each  agency,  they  would 
be  sure  to  pay  the  expenses  of  publi- 
cation, and  no  matter  what  work 
they  may  publish  (and  they  have 
published  several  of  the  worst  and 
most  stupid  books  ever  issued), 
they  are  sure  to  dispose  of  on  an 
average  more  than  two  copies  to 
each  house  with  which  they  deal. 


cTva&t,  y)avi<z 


,000 


A  worthy  Jew,  who  went  from 
this  city  to  New  Orleans,  where  he 
so  gained  the  confidence  of  his  em- 
ployers, that  they  entrusted  him 
with  the  charge  of  their  business, 
which  soon  enabled  him  to  engage 
in  business  on  his  own  account.  He 
has  now  retired,  and  resides  in  this 


city.  He  is  a  very  benevolent  and 
upright  man.  .  . . 

$300,000 

This  gentleman,  also  an  old 
Knickerbocker,  was  a  farmer  of 
wealth  and  respectability.  The  es- 
tate lies  at  Bloomingdale,  in  the 
vicinity  of  50th  street ...  a  large 
landed  property  and  much  im- 
proved . .  .  well  planted  with  orna- 
mental and  fruit  trees  of  the  rarest 
kinds. 

$  WO, 000 

Formerly  a  clerk  with  Phelps  & 
Peck  and,  marrying  a  daughter  of 
Mr.  Phelps,  became  a  partner  in  the 
firm,  which  is  now  Phelps,  Dodge 
&.  Co.;  hence  his  wealth. 


Jjamei,  <?t&nmi 


$100,000 


Son  of  the  rich  William  James  of 
Albany  (deceased)  and  a  gentleman 
celebrated,  we  believe,  for  his  ex- 
tensive scholarship  and  his  literary 
attainments. 


$300,000 


A  son-in-law  of  John  Jacob  Astor. 
Originally  a  poor  boy  from  Massa- 
chusetts. Is  now  aristocratic;  re- 
sides in  Europe. 

^LAypillawz   (umoow  off_jacov-J 

$1,500,000 

Three  brothers,  Jacob,  Peter  and 
George,  were  of  an  ancient  Hugue- 
not family,  and  all  from  nothing 
became  rich — the  two  latter  in  the 
tobacco  business.  They  are  now  all 
dead.  .  .  .  Widow  of  Jacob  resides  at 
Bloomingdale,  and  her  son  Jacob  re- 
sides with  her. 


^Ldui,  ^y^ttAc/aA 


$150,000 


His  father  was  proprietor  of  the 
Sans  Souci  at  Balston  Spa,  and  was 
esteemed.  He  was  worth  a  million 
in  his  day.  One  of  his  daughters 
married  Charles  King,  editor  of  the 
American,  for  a  second  wife,  but  she 
received  little.  The  estate  was 
much  embarrassed,  and  is  now  in 
possession  of  Nicholas,  the  son, 
who  won  the  wager  for  traveling 
1,000  miles  in  1,000  successive 
hours. 
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iull&r,'foAn  <_£/. 


$200,000 


Made  his  money  dealing  in  ma- 
hogany, and  importing  curled  hair 
for  Cabinet  makers. 

^vw-fiaf,    if  Miami  ^/J. 

$250,000 

His  famous  and  widely  celebrat- 
ed medicines  have  also  contributed 
much  to  the  increase  of  his  wealth, 
and  yearly  prove  a  source  of  great 
profit.  Some  ten  or  twelve  years 
[ago]  he  obtained  the  secret  of  his 
pills  from  a  poor  physician,  who 
died  soon  after,  and  to  whom  Mof- 
fat had  applied  to  cure  him  of  dys- 
pepsia. His  medicine  working  a 
cure,  Moffat  sought  the  secret.  He 
was  then  poor,  and,  though  scarcely 
more  than  thirty,  is  one  of  the  rich- 
est men  in  the  city.  He  has  invested 
in  real  estate  in  Broadway. 

$350,000 

Of  the  highly  respectable  family 
of  the  late  Bishop  Moore,  whose 
ancestors  located  first  at  Newtown, 
L.I.,  as  plain  farmers  or  merchants, 
as  most  of  the  first  colonists  from 
England  were.  Clement  is  the  son 
of  the  venerable  and  revered  Bishop 
Moore,  deceased,  of  the  Episcopal 
Church,  and  nephew  of  the  much 
loved  and  distinguished  physician, 
Dr.  Wm.  Moore  deceased. 


Kyftc^y-i^,  z/i 


ou-uernear- 


$1,500,000 


His  father  .  .  .  left  him,  the  only 
inheritor,  rich.  The  Morris  family 
of  New  York  and  New  Jersey  began 
on  a  large  figure,  and  so  continued 
to  prosper  for  160  years  .  .  .  [having] 
large  tracts  on  Long  Island,  at  Har- 
lem River,  at  Shrewbury,  et  al.,  N.J. 
(hence  Morristown  and  Morris- 
siana  estate).  .  .  .  The  grandfather  of 
present  Gouverneur  (whose  name 
was  also  Gouverneur)  inserted  in 
his  will  that  his  son  should  not  be 
educated  in  Conn.,  for  the  reasons 
that  these  Yankees  were  too  cute  at 
bargains  with  their  Dutch  neigfv 
bors.  Mr.  Morris  is  a  plain,  unle" 
tered  farmer,  who  daily  sends  his 
milk  to  the  city.  .  .  . 


kJ  actcaru,  +7ia. 


$250,000 


the  rather  dubious  track  in  which 
the  adventurous  New  Englander  to 
tropics  soon  became,  by  the  charac- 
teristic cupidity  of  his  countrymen, 
warmed  into  a  West  Indian  tem- 
perament and  a  ready  proselyte  to 
the  ways  of  getting  money  in  the 
Spanish  colonies. 

c/  ear-ia/f,  drramcea 
(uMacto  a/  C/noma6  ~&J 

$1,500,000 

Her  husband  made  money  as  a 
Druggist,  and  realized  a  princely 
fortune  by  investing  in  real  estate. 
The  widow  lives  in  magnificent 
style  in  Waverly  Place,  and  sup- 
ports two  or  three  sons-in-law  in 
good  style;  and  what  is  of  more 
importance  still,  has  one  or  two 
daughters  yet  on  hand. 

c/ neiAi,  Sy-n&cwi  ~&> . 

$1,000,000       

He  was  of  Connecticut,  and 
learned  the  tinner's  trade.  He  went 
to  the  South,  peddling  the  work- 
manship of  his  own  hands.  .  .  .  Sub- 
sequently he  became  a  merchant  in 
the  tin,  iron,  and  copper  line  in  this 
city.  .  .  .  Mr.  Phelps  has  taken  into 
the  firm  Messrs.  James,  Dodge  and 
Stokes,  sons-in-law,  and  the  two 
former  once  his  clerks.  .  .  .  Under 
the  firm  of  Phelps,  Dodge  &.  Co., 
Derby,  Conn.  The  village  has 
grown  to  a  little  city.  ...  He  owns 
altogether  perhaps  half  a  million  of 
acres.  The  firm  of  which  he  is  a 
partner  is  doing  the  most  extensive 
business  in  that  line  of  any  house  in 
America. 


,&* 


I  a/iderm//,  Oowwelii 


$350,000 


Commenced  in  Fulton-street, 
where  he  now  is,  a  poor  Cabinet- 
maker, and  has  now  the  largest  and 
most  fashionable  establishment  in 
the  country. 


cKa&ie/l,  alewu 


$300,000 


Sundry  "haciendas"  and  Negro 
plantations  in  Cuba  point  darkly  to 


The  distinguished  Vocalist,  who 
has  reaped  this  sum  or  more  by 
means  of  his  extraordinary  vocal 
talent.  He  is  of  the  Jewish  race. 


cfamdewiim,,   Q)  .<jr. 


',000 


Dye  Wood  dealer.  Made  his  own 
money.  .  .  .  Has  been  an  adventurer 
in  matrimony. 


$1,200,000 


Cornelius  Vanderbilt 


Culver  Piclures  Inc 


Of  an  old  Dutch  root.  Cornelius 
has  evinced  more  energy  and  "go 
aheadativeness"  in  building  and 
driving  steamboats  and  other  proj- 
ects than  ever  one  single  Dutch- 
man possessed.  It  takes  our  Ameri- 
can hot  suns  to  clear  the  vapors  and 
fogs  of  the  "Zuyder  Zee"  and  wake 
up  the  phlegm  of  a  descendant  of 
old  Holland. 

Tom  c/ienAeMa&r 


000,000 


The  late  Patroon  Van  Rensellaer, 
of  Albany,  the  lord  of  the  manor 
Renns  Haerwyck,  the  most  ancient 
and  distinguished  name  of  the  old 
Dutch  gentry  who  came  hither 
shortly  after  the  discovery  of  the 
Hudson  River,  1609.  The  first  pa- 
troon of  Lord  Van  Ransellaer, 
owned  near  30  miles  square,  both 
sides  of  the  river,  at  and  above  and 
below  Albany.  .  .  .  The  manor  and 
all  its  feudal  privileges,  and  the 
Helderberg  mountains  and  its  har- 
dy tenants  still  do  homage  to  the 
"noble  house  of  Van  Ransellaer." 
No  family  in  America  has  so  long 
kept  together  an  estate  to  be  com- 
pared with  this  in  value,  extent  and 
princely  hereditament.  Next  to 
John  Jacob  Astor's  it  is  the  wealthi- 
est in  the  country.  .  .  .  The  estate  is 
divided  between  his  two  sons, 
of  whom  owns  Albany  count) 
the  other  Van  Rensellaev  county.  M 
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Introducini 
for  a  cleare 


If  one  picture  is  worth  a  thousand  words,  a  Smart  Desk  with  a  new  IBM  3270 
Personal  Computer/G  can  tell  you  volumes. 

This  3270  PC  lets  you  get  information  from  your  company's  mainframe 
computer  to  create  charts,  graphs,  3-D  technical  diagrams  and  other 
sophisticated  graphics  right  in  your  office.  You  can  even  view  engineering  designs 
created  on  other  IBM  graphics  systems. 

The  3270  PC/G  can  also  run  as  a  stand-alone  computer.  Either  way,  the 
mainframe  is  free  to  go  its  way  while  you  go  yours.  The  results:  faster  response 
time  and  more  cost-effective  performance. 

The  3270  PC/G's  14-inch  screen  displays  sharp,  clear  images  in  up  to  8 
colors.  Its  optional  '"mouse"  makes  for  fast,  easy  creation  of  graphics.  An 
optional  writing  tablet  lets  your  sketches  appear  right  on  the  screen.  There  are 
even  features  that  let  you  enlarge  important  details. 

And,  because  this  new  computer  is  an  IBM  3270  PC,  you  get  a  lot  more  than 
just  pretty  pictures. 

It  can  display  data  and  graphics  from  up  to  four  different  mainframe 
computers  all  at  the  same  time.  And  it  can  run  a  full  range  of  IBM  Personal 
Computer  applications,  such  as  financial  spreadsheets  and  word  processing. 

What's  more,  you  get  two  electronic  notepads  on  screen  for  keeping  track  of 
important  information. 

IBM  also  has  available  a  19-inch  model  of  the  3270  PC  with  advanced  color 
graphics:  the  3270  PC/GX.  Put  yourself  behind  a  Smart  Desk  equipped  with 

a  3270  PC/G  or  GX,  and  draw 
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IBM 

DRM.  Dept.  2X3/7 

400  Parson's  Pond  Dr. 
Franklin  Lakes.  NJ  07  117 

D  Please  send  me  more  information  on  the  new  IBM  PC/G 

and  GX. 
□  Please  have  an  IBM  representative  contact  me. 

Name ___^___ 


Title. 


Company. 
City 


-State. 


_Zip. 


Address- 


Phone- 
I 


your  own  conclusions. We  think 
you'll  like  what  it  does  for 
your  profit  picture. 

To  receive  literature, 
call  1800  IBM-2468,    . 
Ext.  7,  or  send  in 
this  coupon. 


The  Smart  Desk  from  IBM 


dvanced  graphics 
business  picture. 
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Can  consumption  still  be  conspicuous?  Is 
philanthropy  now  the  most  conspicuous 
consumption  of  all? 

Ah,  what  would 
Veblen  say? 


By  Louis  Auchincloss 


T|he  convincing  evidence  in 
the  pages  of  Forbes  magazine 
that  we  have  still  a  substantial 
class  of  the  superrich  sent  me  back  to 
that  venerable  classic  of  Thorstein 
Veblen's,  The  Theory  of  the  Leisure  Class, 
to  see  if  I  might  glean  some  instruc- 
tion as  to  what  the  newly  rich  could 
do  with  their  riches.  Of  course,  I  was 


immediately  confronted  with  his  con- 
cept of  "conspicuous  consumption," 
the  theory  that  the  expenditure  of 
capital  has  always,  for  its  primary  pur- 
pose, the  demonstration  to  the  tribe  of 
the  virility  of  its  accumulator.  The 
feathers  on  the  headdress  of  the  Indi- 
an brave,  the  diamonds  in  the  coronet 
of  the  duchess,  the  pompous  Beaux 
Arts  facade  of  the  Fifth  Avenue  cha- 
teau are  all  simple  proofs  of  the  mus- 
cle and  shrewdness  of  the  male  who 
could  afford  them. 

In  the  America  of  Veblen's  day  it 
was  the  fashion  for  a  tycoon  to  use  his 
women  and  servants  to  demonstrate 


his  glory,  while  he  adopted  a  plainer 
outward  role.  Hence  the  old  image  of 
the  accumulator  garbed  in  sober 
black,  a  cigar  in  one  hand,  the  Satur- 
day Evening  Post  in  the  other,  sitting 
aloof  in  his  study  while  his  wife  and 
daughters,  sporting  the  jewels  of  de- 
posed royalty,  receive  society  in  the 
glittering  ballroom.  I  remember  an 
old  gentleman  in  Newport  at  a  dance 
at  The  Breakers  in  1936  viewing  with 
nostalgic  eyes  the  vast  marble  stair- 
way and  telling  me  of  a  party  30  years 
before,  where  a  flunky  in  maroon  liv- 
ery was  perched  on  every  step.  And,  as 
nobody  appreciated  the  show  of 
wealth  so  much  as  the  wealthy,  the 
tycoons  of  that  era  tended  to  huddle 
together  in  contiguous  palaces  on 
Fifth  Avenue  or  in  country  villas  sepa- 
rated by  only  a  few  acres  of  lawn,  glad 
to  see  their  dependents  filling  their 
days  with  what  Veblen  called  the  per- 
formances of  conspicuous  leisure: 
calls,  drives,  sewing  circles,  sports, 
charity  organizations,  all  of  which  so- 
cial observances,  however  tiresome, 
were  regarded  as  absolutely  unavoid- 
able in  their  day. 

Do  the  superrich  of  our  time  have 
similar  outlets?  They  still  have  Palm 
Beach  and  Palm  Springs  (see  p.  20),  to 
be  sure,  and  there  is  some  revival  of 
polo  and  fox-hunting,  but  social  ob- 
servances are  no  longer  considered  a 
proper  fulfillment  of  a  woman's  life, 
nor  sport  of  a  man's.  Today  there  is  a 
tendency  in  the  rich  to  live  more 
grandly  in  direct  proportion  to  their 
distance  from  observers  in  urban  cen- 
ters. Thus  Nelson  Rockefeller  had  an 
apartment  in  New  York  City,  the  ele- 
gance of  which  was  invisible  from  the 
street,  a  larger  place  in  Maine  and  an 
even  more  splendid  one  in  faraway 
Venezuela.  Thorstein  Veblen,  were  he 
alive  today,  might  have  had  to  con- 
cede that  the  flaunting  of  wealth  is 
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not  the  solution  it  used  to  be. 

Furthermore,  the  inflation  in  luxu- 
ries has  made  it  more  difficult  for 
consumption  to  be  conspicuous.  In 
Manhattan  this  year  a  row  of  1 1  pri- 
vate dwellings  has  been  constructed 
on  East  67th  Street,  to  be  offered  at 
what  the  New  York  Times  estimates 
will  be  a  price  of  several  million 
apiece.  Yet  each  house. is  only  the  size 
of  the  old  brownstone  in  which  I  and 
thousands  of  New  Yorkers  were 
raised. 

So  let  us  assume  that  you  are  one  of 
the  minor  tycoons  on  the  Forbes  list, 
possessed  of  a  fortune  of,  say,  $150 
million.  You  wish  to  outfit  yourself  as 
you  deem  a  multimillionaire  should, 
and  you  purchase  a  house  on  67th 
Street,  a  "shoot"  in  northern  Florida, 
a  "cottage"  on  Long  Island  for  week- 
ends and,  to  hang  on  your  walls,  a 
half-dozen  Impressionist  paintings, 
not  all  of  the  very  first  class.  You  will 
find  that  you  have  spent  between  a 
fifth  and  a  quarter  of  your  supposedly 
fabulous  wealth,  and  you  will  have 
nothing  more  to  show  for  it  than  any 
prosperous  New  York  lawyer  could 
have  had  in  the  1920s. 

What  then  can  the  tycoon  today  do 
with  his  money  to  give  himself  the 
greatest  gratification?  I  outline  some 
of  the  solutions: 

1)  He  can  hoard  it. 

The  tycoon  who  does  this  is  in- 
clined to  say:  "I  want  my  kids  to 
make  it  on  their  own."  Sometimes  he 
will  be  severely  consistent  and  refuse 
to  give  his  adult  offspring,  after  their 
education  is  complete,  more  than  a 
mere  subsistence.  But  his  type  is  rarer 
today.  To  study  the  miser  one  must 
return  to  Balzac.  The  more  enlight- 
ened type  of  hoarder  is  he  who  keeps 
plowing  his  money  back  into  the  busi- 
ness in  which  it  was  made  and  ulti- 
mately shares  its  control  with  sons  or 
sons-in-law.  What  militates  against 
this  solution  is  the  strong  American 


feeling  that  children  should  not  be 
pushed  into  a  family  business.  An  ex- 
ample is  the  prosperous  toy  store 
F.A.O.  Schwarz,  which  passed  to  non- 
family  management  despite  several 
brilliant  sons,  who  preferred  to  go  into 
professions. 

2)  He  can  establish  a  dynasty. 
This  tycoon  looks  to  the  far  future. 

He  takes  advantage  of  every  possible 
tax  dodge  or  loophole  or  "lead  trust" 
to  ensure  the  continuation  of  his  for- 
tune long  after  his  demise.  The  trou- 
ble is  that  his  ultimate  beneficiaries 
may  have  little  connection  with  him. 
People  tend  to  forget  that  a  great- 
grandchild is  a  rather  remote  relation. 
Assume  that  you  are  standing  at  the 
christening  font  of  your  great-grand- 
son, with  all  of  the  infant's  other 
great-grandparents.  You  will  find 
yourself  in  the  presence  of  seven  indi- 
viduals, including  a  lady  who  may 
then  be  your  ex- wife.  Add  the  fact 
that  the  child  will  probably  not  bear 
your  name  and  may  even  be  adopted. 
Is  there  that  much  difference  between 
your  money's  going  to  him  and  to  the 
federal  government? 

3)  He  can  give  the  money  away. 
There  is  a  great  deal  to  be  said  for 

this,  in  terms  of  dividends  of  satisfac- 
tion, yet  surprisingly  few  tycoons 
adopt  it.  They  are  more  apt  to  wait 
until  their  death  and  then  create  a 
foundation,  usually  dominated  by 
their  heirs,  to  dispose  of  the  money. 
But  why  should  they  forego  the  satis- 
faction of  doing  it  themselves?  Con- 
sider the  case  of  Vincent  Astor,  who 
left  his  fortune  to  a  foundation  of 
which  his  widow  has  been  the  active 
and  imaginative  president.  Can  any- 
one deny  that  she  has  had  more  kick 
out  of  the  money  than  he  ever 
dreamed  of? 

In  this  connection  one  must  cite 
the  Rockefeller  family.  There  the 
children  are  trained  from  childhood, 
like  members  of  a  royal  house,  to  ac- 


cept the  responsibilities  of  inherited 
wealth.  There  is  no  chatter  about 
"making  it  on  their  own."  Their  job 
will  be  philanthropy  or  something  in 
the  public  interest,  and  they  had  bet- 
ter be  good  at  it.  This  is  probably  the 
most  civilized  and  honorable  of  the 
solutions,  but  it  requires  a  gigantic 
fortune,  as  a  tycoon's  offspring  would 
indeed  be  "sold"  if  they  were  brought 
up  to  be  philanthropists  only  to  find 
that  the  fortune  has  dwindled  away. 

4)  He  can  collect  art. 

This  can  certainly  pay  off  with  divi- 
dends of  pleasure,  once  the  tycoon  has 
allowed  himself  to  be  properly  inocu- 
lated with  the  bug.  Converting  dollars 
into  beautiful  objects  satisfies  the 
need  to  grasp,  to  own;  and  a  row  of 
Impressionists  on  a  man's  wall  im- 
presses people  quite  as  much  as  a  ga- 
rage full  of  Rolls-Royces  or  a  stable  of 
Thoroughbreds.  But  the  collection  is 
almost  invariably  given  away  or  be- 
queathed to  a  museum.  Granted,  the 
ostensible  underlying  motive  most 
frequently  cited  is  tax  avoidance,  but 
this  solution  is  really  a  variant  of  3. 

5)  He  can  go  into  politics,  directly 
or  vicariously. 

If  the  Rockefeller  represents  the  no- 
blest, the  Kennedy  solution  is  prob- 
ably the  most  gratifying  to  the  ego. 
Joseph  Kennedy  did  not  want  his  tal- 
ented children  to  waste  their  time 
making  more  money.  He  had  a  greater 
vision:  a  political  dynasty.  Before  he 
died  he  was  to  see  one  son  President 
of  the  U.S.,  another  attorney  general 
and  a  third  a  senator.  The  difficulty 
here  is  that  you  have  to  have  children 
of  great  talent,  and  you  must  rear 
them  to  care  about  politics. 

One  keeps  coming  back  to  the  con- 
clusion that  the  only  present  practi- 
cal, dignified  alternative  to  conspicu- 
ous consumption  seems  to  be  plain 
charity.  Would  Veblen  have  called 
that  the  most  conspicuous  consump- 
tion of  all?  I  am  afraid  he  would.  ■ 
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HOW  WE  TAKE1 
THE  BOTTOM  I 


Why  do  employees  at  73  of  Americas 
100  largest  companies  carry  the 
Blue  Cross  and  Blue  Shield  card? 
Because  we  re  doing  more  to  hold 
down  rising  health  care  costs  than 
any  insurance  company. 

In  one  year,  our  cost-containment 
efforts  saved  our  customers  a  healthy 


5.9  billion  dollars.  And  we  re  work- 
ing  closely  with  doctors  andhospitaf 
to  cut  costs  even  further. 

Blue  Cross  and  Blue  Shield  Flarr 
have  broadened  benefits  to  cover 
out-of-hospital  services.  Other  cost* 
containment  programs  encourage 
same-day  surgery  and  pre-admissui 


BE  OF 
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iagnostic  tests  for  patients  having 
urgery,  often  avoiding  the  expense 
>f  added  days  in  the  hospital       ** 

Nationally,  Blue  Cross 
ind  Blue  Shield  Plans  return       j>*, 
jnore  in  benefits  than 
myone  else.  In  f  act,  we 
ay  out  94$  of  every  dollar 
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in  the  form  of  benefits  to  our  subscnbers. 

These  are  just  some  of  the  ways  we 
can  help  take  care  of  your  bottom  line. 
And  some  of  the  reasons  why  we 
cover  more  people  than  our  ten 
largest  competitors  combined. 
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CARRY 

THE  CARING 

CARD: 


Blue  Cross. 
Blue  Shield. 


Unfortunately,  if  the  telephone  you  buy  today 
isn't  a  Panasonic,  it  may  be  out  of  date  tomorrow 
If  it  lasts  that  long. 


Choose  a  built-in  answering  machine.  Speaker- 
phone.  Built-in  dialer.  But  choose  carefully, 
because  it's  built  to  last.  After  all,  it's  a  Panasonic. 


Now  you  tan  buy  your  own  telephone.  So  it's  important  to 
buy  the  one  that's  right  for  you. 

On  one  hand,  you  don't  want  to  spend  too  much  for  a 
phone.  Or  buy  one  that  does  more  than  you  need.  On  the 
other,  you  don't  want  to  spend  too  little.  Or  the  phone  may 
become  out  of  date  in  a  few  months.  If  it  lasts  that  long. 

Let  Panasonic  help  you  reach  the  right  decision.  We 
have  the  right  phone  for  you.  And  the  right  price  to  go 


with  it.  No  matter  what  your  needs  or  budget. 

Choose  from  phones  with  answering  machines  bu 
in.  Speakerphones  that  let  you  talk  without  holding  tl 
phone.  And  phones  with  automatic  dialers.  And  most 
our  phones  are  compatible  with  alternate  long  distan 
services.  Such  as  Sprint®  and  MCI. 

Whichever  Panasonic  telephone  you  choose,  it  v\ 
have  one  thing  in  common  with  our  entire  family 
phones.  Panasonic  dependability. 

And  should  your  phone  ever  need  service,  we  have 
nationwide  network  of  service  centers. 

Panasonic  telephones.  They  won't  be  out  of  date  t 
day.  Or  tomorrow. 


Speakerphone.  Dialer.  And  answering  machine.  Even  lets  you  call  in  for 
messages.  Without  a  remote  device.  From  any  push-button  tone  phone. 

KX-T  2425 


This  phone  remembers  28  numbers.  And  will  dial  them  for  you  au 
matically.  Even  redials  a  busy  number.  Up  to  15  times  in  10  minutes. 

KX-T  2130 


©Sprint  is  a  registered  service  mark  of  GTE  Sprint  Communications  Corp. 


Panasonic 

just  slightly  ahead  of  ourtim< 
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T|  he  rich  at  play  have  long  been  a  staple  of 
popular  journalism.  In  the  1930s  espe- 
cially, most  days  of  the  week  and  always 
on  Sunday,  millions  of  newspaper  readers  in 
the  U.S.  could  count  on  finding  pictures  of 
glittering  people  doing  extravagant  things  in 
romantic  places,  neither  the  pictures  nor  their 
captions  giving  even  a  hint  that  the  nation  and 
the  world  were  then  desperately  struggling 
against  economic  catastrophe.  On  these  pages 
we  offer  a  sampling  of  such  pictures  (with 
original  captions)  taken  by  newspaper  and  wire 
service  photographers  in  the  year  1934,  near 
the  nadir  of  the  Great  Depression. 

Is  that  all  there  was  to  the  rich  in  those  days? 
Of  course  not.  In  1934  John  D.  Rockefeller  Jr., 
heir  to  the  Standard  Oil  fortune,  had  begun 
restoring  colonial  Williamsburg.  W.  Averell 


Harriman,  heir  to  the  Union  Pacific  Railroad 
fortune,  had  joined  the  New  Deal  in  Washing- 
ton, working  as  division  manager  for  heavy 
industries  and  transportation  for  the  National 
Recovery  Administration.  Walter  P.  Chrysler 
was  launching  his  radically  different-looking 
Airflow  cars  and  reporting  a  first-quarter  profit 
of  $3.3  million  (vs.  a  loss  of  $3  million  in  the 
first  quarter  of  1933).  Nevertheless,  with  a 
confidence  that  was  certified  by  the  market- 
place, editors  kept  on  assigning  photographers 
to  take  pictures  of  this  kind  and  kept  on  print- 
ing them. 

The  popular  appetite  for  such  stuff  seems  of 
a  piece  with  moviegoers'  love  for  Fred  Astaire 
in  white  tie  and  tails — a  love  compounded  of 
admiration,  envy  and,  maybe,  a  deeper  resent- 
ment that  some  people  have  all  the  luck. 


N  Y  Daily  Nam  photo 
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A  Wearing  the  famous  Hope  diamond  and  carrying 
a  new  pet,  Mrs.  Edward  B.  McLean  arrived  yesterday 
on  Berengaria  She  flaunted  warnings 
and  wore  famous  diamond  in  a  Moscow 
nightclub,  she  said.  [Sept.  1,  1934) 
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A  Doris  Duke,  heiress  to  the  tobacco  fortune  and  the  richest  woman  in  the 
world,  seen  in  a  bathing  suit  for  the  first  time  by  the  camera,  about  to  enter 
her  bathhouse  after  a  swim  at  Bailey's  Beach  at  Newport,  R.I.  [July  1 1,  1934J 


N  Y  Pmh  Nob  pho 


A  Society  girls  at  Bailey's  Beach  at 
Newport,  R.I. — Having  the  necessary 
qualification  of  lineage  and  social 
standing,  these  society  girls  Audrey 
Anderton  (left)  and  Jacqueline 
Livingston  have  no  trouble  gaining 
admittance  to  exclusive  Bailey's  Beach 
at  Newport,  R.I.  [July  31,  1934] 

I' Pi/Ben  man  n  Archive 


A  Seen  much  in  each  other's  company 
at  Palm  Beach  are  George  Vanderbilt,  son 
of  Mrs.  Charles  M.  Amory  of  Boston  and 
New  York,  and  Miss  Beatrice  Wagstaff, 
daughter  of  Mr.  and  Mrs.  George 
Wagstaff  of  Tuxedo  Park,  N.Y.  In  this 
picture  they  mirror  what  the  well-dressed 
miss  and  the  well-dressed  youth 
will  wear  while  on  holiday  during 
the  coming  warm  season  in  the 
North.  (Feb.  13,  1934] 


•^  Polo? — Yep,  on  bicycles — That's 
Woolworth  Donahue,  in  blue  pants 
and  white  sweater,  all  set  for  the  game 
at  the  Colony  Club  in  Palm  Beach.  The 
dance  floor  served  as  the  playing  field  with 
coconut  palm  in  background.  [Feb.  27, 1 934 


58 


FORBES  400/OCTOBER  1,  198' 


i. 


cm<l \J <wm  *J6eaxdi 


^  General  view  of  exclusive  Breakers  Beach  at  Palm  Beach,  Fla.,  which  is  the 
popular  swimming  rendezvous  of  members  of  the  fashionable  winter  colony. 
The  popular  Breakers  hotel  may  be  seen  in  the  background.  [Feb.  24,  1934] 


LWBenmann  Archfc 


A  Society's  "Bill  Tilden"  on 
the  courts  at  Palm  Beach — Winston 
Guest,  who,  besides  being  one  of  the 
most  efficient  of  international  polo 
players,  is  almost  as  well  known  for 
his  ability  on  the  courts,  is  shown  here 
serving.  Called  the  "Bill  Tilden"  of 
society,  Mr.  Guest  is  here  caught  in  a 
typical  Bill  Tilden  pose.  He  "serves 
'em  right,"  just  as  does  "Big  Bill." 
[Feb.  13,  1934] 

I'PLBenmanti  Archiv 


A  Former  Italian  prizefighter  and  bride  pictured  between  sets  at  Palm 
Beach — between  sets  of  a  heated  tennis  match  here  recently,  Enzo  Piermonte, 
former  Italian  prizefighter,  chats  with  his  bride  of  a  few  months,  who  is  the 
former  Mrs.  Madeleine  Forge  Astor  Dick.  Mrs.  Piermonte  is  forced  to  remain  on 
the  sidelines  due  to  an  injury  she  received  several  months  ago  and  which  is 
healing  slowly.  [Feb.  27,  1934] 


A  Mr.  and  Mrs.  John  Jacob  Astor  III 
(nee  Ellen  Tuck  French)  landing  from 
launch  after  having  enjoyed  a  sail  on  Mr. 
Beverly  Bogart's  yacht  Avalanche.  This  is 
the  first  photograph  of  the  newlywed  Astor 
couple  since  their  return  to  Newport,  R.I., 
where  they  were  married  on  their 
honeymoon  [sic].  [July  22,  1934] 
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^  Society  at  County  Fair  Ball — 
Raymond  Guest,  Donna  Cnoia 
Gaetani  (center)  and  Princess  Alexis 
Mdivani  (the  former  Barbara  Hutton) 
as  they  appeared  at  the  County 
Fair  Ball,  held  Dec.  1  at  the 
Waldorf-Astoria  for  the  benefit  of 
the  New  York  Hospital  Social 
Service.  (Dec.  2,  1934] 


A  Doris  Duke,  heiress  to  the  great  Duke  tobacco  fortune,  who  has  become  almost 

legendary  to  most  of  her  less  fortunate  sisters  of  the  nation,  proves  here 

that  she  is  feminine  just  as  they  are.  She  carries  her  own  vanity  case,  and  she  uses 

it  in  public  to  "primp"  just  as  does  the  lowliest  shopgirl,  as  this  photo,  made  at 

a  local  nightclub,  attests.  [Jan.  19,  1934) 


N  V  Daily  Neus  photo 


NY  Daily  News  photo 


±  Fiance  or  ex-fiance?— That's  what  was  puzzling  society  when  they 
saw  Dorothy  Fell  turn  down  Beaux  Arts  Ball  to  go  places  with 
Woolworth  Donahue,  heir  to  Woolworth  millions.  Romance  has  been  off 
and  on  so  much  that  friends  can't  keep  track.  Here  they  are  two-soming 
at  El  Morocco  early  yesterday  morning.  [Jan.  21,  1934] 


^  Also  at  El  Morocco  we  found 
Walter  P.  Chrysler  Jr.  (left)  and  Jack 
Chrysler  with  Betty  Schuster.  New 
York's  hot  spots  reported  an  orderly 
night.  [Jan.  2,  1934) 
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•^  Designer  and 
skipper  of  the  Rainbow — 
Harold  S.  Vanderbilt, 
skipper  of  the 
America's  Cup  defender 
Rainbow,  at  the 
wheel,  while  William 
Starling  Burgess  (dark 
cap)  stands  by.  Burgess 
is  designer  of  the  yacht. 
[Sept.  4,  1934] 


A  Turkish  influence  invades  Bermuda — Mrs.  Nicholas  R.  du  Pont  of 
Wilmington,  Del.,  shown  on  Coral  Beach,  Bermuda,  keeping  the  Bermuda  sun  off 
her  fair  head  with  a  high-piled  turban  made  of  Turkish  toweling.  Mrs.  du  Pont 
is  spending  three  weeks  at  the  Belmont  Manor.  Before  her  marriage  a  year  ago, 
Mrs.  du  Pont  was  Miss  Genevieve  Estes  of  Jacksonville,  Fla.  (Nov.  28,  1934] 


^  Society  at  Meadowbrook  Hunt  in 
Westbury,  L.I. — Miss  Barbara  Phipps, 
daughter  of  Mr.  and  Mrs.  Hy  Carnegie 
Phipps  of  Roslyn,  L.I.,  Sutton  Place, 
N.Y.  and  Pittsburgh,  Pa.  She  is  snapped 
at  the  annual  Meadow  Brook  Hunt 
here.  [Nov.  21,  1934] 
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We  didn't  have  to  make  it 

the  most  advanced  Cadillac  ever. 

But  Lue  did. 


We  know  that  doing  the  things  we  don't  have  to 
do  helps  make  a  Cadillac  a  Cadillac.  And  that  is 
never  more  true  than  in  1985  with  the  most 
advanced  Cadillac  ever. ..the  1985  front-wheel- 
drive  Fleetwood  and  De  Ville. 

Performance  matches  luxury. 

Cadillac  didn't  have  to  include  the  performance 
of  the  world's  only  transverse-mounted  V8  in  a 
front-wheel-drive  production  car     But  we  did. 
Because  the  most  advanced  Cadillac  ever  is 
engineered  to  reward  you-the  dnver-with  an 
exceptional  sense  of  command.  One  prime 
example  is  the  instantaneous  response  of  a 
Digital  Fuel  Injection  engine.  Another  is  the 
specially  tuned  independent  four-wheel  sus- 
pension for  a  smooth  quiet  ride  and  responsive 
handling. 

Six-passenger  room  inside... 
maneuverability  outside. 

Cadillac  didn't  have  to  give  the  1985  Fleetwood 
and  De  Ville  even  more  front  seat  headroom 
and  legroom  than  last  year.      But  we  did. 

The  trim  exterior  proportions  belie  a  full-size 
interior  that  gives  you  the  room  to  seat  six 
adults  in  Cadillac  comfort  (thanks  in  part  to 
the  space  efficiency  of  transverse  mounting 
the  engine). 

Those  Cadillac  touches. 

Cadillac  didn't  have  to  insist  on  power  windows 
that  can  operate  up  to  ten  minutes  after  you 
turn  off  the  ignition  (or  until  a  car  door  is 
opened).     But  we  did. 

This  convenience  is  made  possible  by  the 
Cadillac-exclusive  Body  Computer  Module  (BCM), 
a  precise  digital  control  system  that  does  some 
remarkable  things  to  enhance  your  driving 
pleasure.  Among  its  many  other  features  is  air 
conditioner  compressor  protection.  It  works  like 
this:  if  the  BCM  detects  low  refrigerant,  it  alerts 


you  to  the  problem  and,  if  necessary,  automat 
ically  disengages  the  compressor-thereby 
preventing  costly  damage  to  the  part. 

It  surrounds  you  ujith  quality. 

Cadillac  didn't  have  to  use  an  aerodynamic 
door-into-roof  design  for  reduced  wind  noise 
and  easy  entry  and  exit.     But  we  did. 

Everywhere  you  look  you  see  reflections  of 
quality-such  as  the  deep  rich  luster  of  the  clear  r 
acrylic  finish.  Then,  there  are  those  quality 
touches  that  aren't  immediately  apparent, 
including  the  most  extensive  application  of  anti-l 
corrosion  technology  in  Cadillac  history. 

The  quest  for  improvement 
never  stops. 

Cadillac  didn't  have  to  add  a  new  standard 
center  high-mounted  stop  lamp.      But  we  did. 
This  Cadillac  feature,  mounted  at  the  center 
of  the  rear  shelf  inside  the  rear  window,  gives  ann 
additional  warning  to  the  drivers  behind  you 
that  you  are  braking. 

Longterm  peace  of  mind. 

Cadillac  didn't  have  to  back  the  1985  Fleetwood 
and  De  Ville  for  four  years  or  50,000  miles* 
But  we  did. 

When  you  buy  the  most  advanced  Cadillac 
ever,  you're  getting  something  you  can't  put  a 
price  on:  peace  of  mind. 

Only  at  your  Cadillac  dealer 

If  you're  considering  a  new  luxury  car,  you  owe  it  tj 
to  yourself  to  drive  a  1985  Fleetwood  or  De  Ville.  i 
You  don't  have  to  fall  in  love  with  the  most 
advanced  Cadillac  ever.      But  you  will. 

Cadillacs  are  equipped  with  engines  pro- 
duced at  facilities  operated  by  GM  car  groups, 
subsidiaries  or  affiliated  companies  worldwide. 

♦Limited  Warranty  In  some  cases  a  deductible  applies.  See  your  dealer 
for  details 
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Best  of  all... it's  e 


If  you  really  don 't  want  to  be  in  The  Forbes 
Four  Hundred,  there  s  a  sure  way  out. 


They  gave 
too  much 


By  Richard  Behar 


Not  everyone  dreams  of  mak- 
ing The  Forbes  Four  Hundred. 
In  fact,  many  centimillion- 
aires  would  just  as  soon  be  over- 
looked. One  way  to  keep  off  the  list 
is  to  give  away  so  much  money  that 
your  net  worth  sinks  below  the  cut- 
off, this  year  $150  million  ($200 
million  for  families).  Here,  some 
world-class  givers,  or  their  descen- 
dants, who  would  have  been  includ- 
ed with  a  little  less  generosity. 

Meadows  family 

Dallas.  Algur  Hurtle  Meadows,  son  of 
a  rural  Georgia  doctor,  began  as  an  oil 
industry  accountant,  later  built  up 
General  American  Oil  Co.  and  be- 
came one  of  the  nation's  most  suc- 
cessful independents,  with  nearly 
3,000  wells  (7.8  million  barrels  pro- 
duced) by  1955.  He  donated  Spanish 
artworks  to  Southern  Methodist  Uni- 
versity, including  44  found  to  be 
frauds  in  the  1967  "scandal  that 
rocked  the  art  world."  Undismayed, 
he  hired  experts  and  bought  better  art 
to  give  away.  During  his  life  he  gave 
SMU  over  $20  million  (today  worth 
twice  that).  When  he  died  in  a  car 
crash  in  1978  (age  79),  the  bulk  of 
his  fortune  (28%  of  GAO's  stock) 
passed  to  the  Meadows  Foundation, 
now  Texas'  largest,  worth  $317  mil- 
lion, run  by  relatives.  Says  neph- 
ew Curtis,  46:  "He  believed  peo- 
ple should  make  their  own  way 
and  wanted  his  wealth  to  benefit 
the  people  of  Texas." 

J.  Roderick  (Rod)  MacArthui 

Northbrook,  111.  63.  Married,  2 
sons,  1  daughter.  His  famous  bil- 
lionaire father,  John  D.,  quit  high 
school,  eventually  picked  up 
bankrupt  Bankers  Life  &  Casualty 


during  the  Depression  and  built  it  into 
a  huge  insurance,  banking  and  real 
estate  empire.  Relations  with  his  son, 
Rod,  were  stormy.  John  D.  helped  him 
set  up  the  Bradford  Exchange,  a  mar- 
keter of  limited  edition  collector's 
plates,  in  1972,  but  in  1975  Rod  had  to 
conduct  a  commando  raid  on  his  fa- 
ther's warehouse  to  recover  his  inven- 
tory. John  D.  died  in  1978.  Rod  gets  the 
income  from  only  an  estimated  $20 
million  in  trusts;  most  of  Dad's  billion 
went  to  the  MacArthur  Foundation. 
Rod,  who  is  on  the  board,  claims  mis- 
management and  has  sued  to  oust  his 
father's  former  cronies,  who  have 
countersued.  The  battle  may  prove 
moot:  Rod  has  inoperable  cancer.  His 
net  worth  should  exceed  $50  million. 
"He  [father]  felt  I  had  to  fight  for  every- 
thing I  got.  It  didn't  hurt." 

Fairleigh  Stanton  Dickinson  Jr. 

Ridgewood,  N.J.  64.  Married,  2  daugh- 
ters. His  father,  Colonel  Fairleigh  Sr., 
cofounded  Becton  Dickinson  and  Co., 
a  world  leader  in  medical  supplies. 
The  colonel  also  cofounded  Fairleigh 
Dickinson  Junior  College 
(N.J.)  in  1942.  "I 


was  just  getting  out  of  college,  and 
that  was  a  little  too  much,"  recalls 
Junior,  who  opposed  the  name,  but 
embarked  on  his  own  career  as  a  phil- 
anthropist soon  after  Senior's  death  in 
1948:  over  $30  million  to  FDU;  mil- 
lions to  other  schools,  4  N.J.  hospi- 
tals, the  Edgartown  (Martha's  Vine- 
yard) restoration  and  over  200  Virgin 
Island  acres  for  parks  and  middle-in- 
come housing.  He  gave  over  $5  mil- 
lion a  year  during  the  1970s,  but  some 
pet  medical  research  projects  have 
forced  cutbacks:  "You  can't  be  a 
drunken  sailor  about  these  things." 
Junior  ran  BD  until  deposed  by  his 
own  hand-picked  management  in 
1977,  then  sold  his  stock  for  roughly 
$45  million  to  Sun  Oil  in  its  contro- 
versial, unsuccessful  "midnight  raid." 
He  is  still  chairman  of  the  family's 
Maywood,  N.J.  National  Community 
Bank.  His  diversified  holdings  are 
worth  perhaps  $75  million,  mostly  in 
trust.  "Obviously,  the  building  of  a 
fortune  was  not  a  purpose  of  mine, 
but  I  have  no  aspirations  to  losing 
money,  either." 


Kellogg  family 

California,  et  al.  John  Harvey  Kellogg, 
surgeon,    nutritionist    and    Seventh 
Day  Adventist,  ran  the  famous  Battl 
Creek  (Mich.)  Sanitarium  in  the  lafc 
1800s,  stressing  vegetarianism.  Wi 
his  younger  brother  and  bookkeepei 
Will    Keith,    he    developed    toastei 
wheatflakes  and  cornflakes  as  brea! 
fast  cereals.  The  brothers  fought  con 
stantly.  W.K.  eventually  split  off  to  b 
launch  the  Kellogg  Co.'s  predecessor! 
in    1906.   He   died  in    1951,   having, 
placed  the  bulk  of  his  massive  fortune 
in   the   Kellogg   Foundation — whic 
now  owns  47%  of  the  stock 
of  the  nation's  big- 
gest    cereal 
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maker,  worth  over  $1  billion.  Six  sur- 
viving grandchildren  and  their  fam- 
ilies have  a  little  Kellogg  stock;  none 
works  for  the  company  or  foundation. 
They  may  have  $25  million  total,  in- 
cluding trusts,  which  dissolve  in 
1985,  for  W.K.'s  great-grandchildren. 
Says  an  insider:  "He  didn't  want  to 
spoil  them.  He  worked  for  his  money 
and  expected  others  to  do  the  same." 

Edwin  Herbert  Land 

Cambridge,  Mass.  75.  Married,  2 
daughters.  One  of  world's  most  gifted 
scientist-inventors  (he  holds  nearly 
550  patents,  believed  to  be  second 
only  to  Edison's  1,093),  Land 
launched  Polaroid  Corp.  in  1937  with 
the  invention  of  polarizing  sheet.  His 


Sarah  (Sally)  Gannett  McAdam 
Dixon  Gannett 

Children  of  media  mogul  Frank  Er- 
nest Gannett,  who  was  born  poor  in 
1876  on  Gannett  Hill  (Bristol,  N.Y.); 
his  mother  wanted  him  to  "be  some- 
body." He  put  himself  through  Cor- 
nell, bought  50%  of  the  Elmira  Gazette 
in  1906  for  a  mostly  borrowed 
$20,000,  merged  with  the  rival  Star, 
then  repeated  the  process  elsewhere 
again  and  again.  Eventually,  he  gave 
his  entire  empire,  then  22  dailies,  3 
TV  and  4  radio  stations,  to  the  Gan- 
nett Foundation  to  avoid  taxes,  keep 
control  and  spread  some  wealth 
around  the  locales  that  made  him 
rich.  He  died  in  1957.  New  tax  laws 
forced  Gannett  Co.  to  go  public  in 
1967.  It  has  grown  enormously  since, 
and  the  foundation,  probably  the 
largest  consistent  funder 
of      journalism 


60-second  instant  cam- 
era, introduced  in  1948, 
made  his  fortune.  Land  contends  sci- 
entific creativity  is  commonplace  but 
generally  uncultivated.  "Never  un- 
dertake a  problem  unless  it's  mani- 
festly important  and  nearly  impossi- 
ble," he  advises.  He  set  up  Rowland 
Foundation  in  1960  for  Boston-area 
philanthropies  and  gave  it  over  $100 
million  in  stock  in  1968;  it  is  run  by 
his  wife  and  son-in-law,  Philip  Du 
Bois.  He  has  also  given  over  $50  mil- 
lion to  MIT,  Harvard,  various  hospi- 
tals and  libraries,  the  American  Acad- 
emy of  Arts  and  Sciences  and  many 
other  causes.  Land's  net  worth,  in- 
cluding over  8%  of  Polaroid,  may  still 
approach  $100  million,  but  he  consid- 
ers wealth  incidental  to  his  scientific 
pursuits. 


projects  in  the  U.S.,  still  owns  11%, 
worth  over  $350  million.  His  daugh- 
ter, Sally,  now  a  6 1  -year-old  matron,  is 
a  foundation  trustee  and  Greenwich, 
Conn,  socialite.  His  little-known 
adopted  son,  Dixon,  55,  lives  quietly  in 
Melbourne,  Fla.  The  two  are  not  on 
speaking  terms.  Both  are  believed  to 
hold  "small,"  million-dollar  trusts. 
Says  a  source,  "Frank's  intent  was  to 
leave  his  family  very  comfortable,  but 
not  to  make  them  rich." 

Jack  Milton  Eckerd  Jr. 

Belleair,  Fla.  71.  Divorced,  remarried, 
7  children.  Following  family  tradi- 
tion, Jack  Jr.  started  three  self-service 
drugstores  in  Florida  in  1952;  eventu- 
ally they  grew  into  Jack  Eckerd  Corp. 
He  retired  from  the  company  in  1974. 
Eckerd's  fortune,  over  $150  million 
10  years  ago,  has  been  halved  by  be- 


nevolence. He  once  put  90%  of  his 
stock  in  trust  for  workers  to  buy  at 
below-market  prices,  saying,  "The 
sharing  of  rewards  isn't  just  a  matter 
of  generosity.  It's  pure  economics." 
Eckerd  gave  over  $15  million  to  Eck- 
erd College  (formerly  Florida  Presby- 
terian) and  millions  to  other  institu- 
tions. A  foundation  runs  wilderness 
camps  for  disturbed  kids.  Eckerd  pre- 
fers anonymous  philanthropy:  "It 
keeps  people  from  misconstruing  my 
motives."  He  also  thinks  the  rich 
should  pay  more  taxes. 

Wrigley  family 

Chicago  and  various.  Philip  Knight 
Wrigley,  son  of  William  Wrigley  Jr.,  a 
legendary  salesman  and  founder  of 
the  chewing  gum  fortune,  ran  the 
company  from  1923  and  was  charita- 
ble all  his  life.  He  pushed  the  family 
into  giving  away  beautiful  48,000- 
acre  Santa  Catalina  Island  (near  Los 
Angeles)  to  conservation  groups. 
After  his  death  in  1977  (followed  two 
months  later  by  that  of  widow  He- 
len), he  left  his  estate  fully  exposed 
to  inheritance  tax  (the  federal  tax 
alone  can  run  up  to  60%).  To  raise 
approximately  $60  million,  P.K.'s  son 
and  new  patriarch,  William  II,  sold 
the  family's  80%  of  the  Cubs,  the 
Chicago  baseball  team,  for  $20  mil- 
lion, and  also  sold  a  great  deal  else. 
The  family  still  shares  39%  of  Wm. 
Wrigley  Jr.  Co.  and  other  invest- 
ments, worth  over  $150  million.  But 
they  gave  too  much — to  Uncle  Sam. 

Stanley  S.  Kresge 

Pontiac,  Mich.  84.  Married,  3  sons. 
His  father,  Sebastian  Spering  Kresge, 
one  of  the  earliest  chain-store  ty- 
coons, built  up  930-unit  S.S.  Kresge 
Co.  from  a  single  Detroit  store,  start- 
ing in  1899  (it  is  now  the  2,547-unit  K 
mart  Corp.).  He  poured  tens  of  mil- 
lions into  his  Kresge  Foundation  from 
1924,  but  was  not  so  liberal  with  him- 
self and  his  family:  He  dressed  cheap- 
ly, wore  shoes  until  thoroughly  worn 
out  and  wouldn't  play  golf,  the  story 
goes,  because  he  felt  he  couldn't  af- 
ford to  lose  a  ball.  His  stinginess  ap- 
parently was  a  key  factor  in  his  2 
divorces.  Kresge  died  in  1966  at  99. 
The  Kresge  Foundation  is  now  one  of 
the  largest  in  the  U.S.,  with  about 
$750  million  in  assets  (including 
roughly  4%  of  K  mart).  Son  Stanley, 
who  retired  from  K  mart  in  1965,  is 
now  a  foundation  trustee  and  shares 
with  3  sisters  a  small  fortune  estimat- 
ed at  under  $30  million.  "There's  no 
adverse  feeling,"  Stanley  says  of  his 
father.  "He  did  what  he  wanted  to  do, 
and  we  were  provided  (or  fair! 
sonably."  ■ 
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t's  the  best  thing  to  happen  to 
siness  travel  since  the  jet.  Diners 
b  has  arranged  with  HQ,  Head- 
arters  Companies,  to  put  at  your 
posal  their  coast-to-coast  net- 
rk  of  executive  centers... fabu- 
s  offices  and  conference  rooms 
nplete  with  every  administrative 
vice  you  could  ask  for.  Never 
jin  need  you  work  in  hotel  rooms 
borrowed  offices.  Never  again 
Bd  you  do  without  secretaries, 
eting  rooms,  message  service. 
It's  as  easy  as 
reserving  a  hotel  room 
Themomentyou  know  your  travel 
ins,  call  with  the  facts.  What  city? 
lat  services  will  you  need?  Your 
lers  Club  Card  number?  When 
you  arrive? 

When  you  do  arrive  at  an  HQ 
nter,  what  do  you  find7  A  presti- 
•us  business  location.  With  a 
autifullyappointed  Club  Business 
ice. . .  reserved  just  for  you  for  as 
e  as  2  hours  up  to  three  full  days. 
Every  office  elegant, 
comfortable,  private 
And  fully  staffed... as  efficient  as 
ou'd  brought  your  office  with  you! 
i's  receptionist  greets  your  callers, 
swers  your  phone,  takes  mes- 
ges.  Optional  HQ  services  include 


The  state-of-the-art  in  communications 

full  secretarial  help... for  everything 

from  reservations  to  outgoing  mail 

service,  including  electronic  mail. 

Complete  state-of-the-art 

office  equipment 

In  addition,  HQ's  professional 
staff  can  help  with  photocopying, 
word  processing,  Telex,  facsimile 
and  more.  For  executive  meetings, 
you  can  reserve  a  conference  room 
for  up  to  12  persons,  fully  equipped 
with  the  latest  audio-visual  equip- 
ment. A  world  of  services ...  but  you 
use  the  Diners  Club  Card  to  pay  only 
for  those  you  need. 

A  national  network! 

Exclusive  with 
Citicorp  Diners  Club 

...the  latest  in  a  growing  list  of 
benefits  you  enjoy  only  with  the 
Diners  Club  Card.  There  are  61  Club 
Business  Offices  in  49  of  thefCT 
cities  you  visit  most  (you     I 
can  even  use  the  Office  in    £*• 
your  own  city).  For  an  infor-  \ 
mation packet completewith  ^\*  , 
directory,  orto  make  reservations"*^** 
on  the  Diners  Club  Card, 
call  toll-free: 

1-800-DINERS-l. 

To  apply  for  the  only  card  that 
gives  you  worldwide  acceptance, 
access  to  lines  of  credit,  a  flexible 


spending  limit,  easy  cash  access  and 

Club  Business  Offices,  call  toll-free: 

1-800-525-9135. 

(In  Colorado,  Alaska  or  Hawaii, 
call  collect:  303-790-2433.) 

Call  now...  and  learn  all  you  need 
to  know  to  open  an  office  out  of  town! 


Elegant  welcome  lor  you,  your  guests 
Meetings  are  comfortable,  efficient 
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61  locations.  49  cities 
Where  can  we  welcome  you' 
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WHEN  YOU  MEAN  BUSINESS. 


If  you  can  imagine  a  VHS  videocassette  recorder 
can  bring  movie  theatre  sound  quality  into  your  home,  then 
you're  ready  for  the  latest  product  of  our  imagination. 
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Quasar  Company  •  9401  W  Grand  Avenue  Franklin  Park.  IL60I3I 
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•alculating  the  wealth  of 
the  richest  Americans  is  like 
trying  to  keep  score  in  a  high- 
stakes,  permanently  floating 
poker  game  with  hundreds  of 
players  and  never  a  break  in  the 
action.  Takeovers,  mergers,  ac- 
quisitions, leveraged  buyouts 
and  other  megadeals,  some  in- 
volving billions  of  dollars, 
were  at  a  historic  high  in  the 
past  year.  The  Stuarts,  for  ex- 
ample, had  $600  million  in 
Carnation  stock  when  we 
priced  it  for  this  listing  in  Au- 
gust (see  Rules,  p.  72);  the  same 
stock  was  worth  about  $720 
million  after  Nestle  bid  for  it  in 
September. 

This  year's  Four  Hundred 
collectively  had  a  net  worth  of 
$125  billion,  $7  billion  more 
than  last  year's  Four  Hundred. 
Much  of  the  $7  billion  rise  has 
occurred  away  from  Wall 
Street.  The  value  of  TV  and 
radio  stations — often  privately 
held — is  steadily  rising,  now 
that  the  FCC  is  relaxing  multi- 
ple-ownership rules.  Real  es- 
tate values,  too — especially  in  New  York  City 
ly  on  the  upswing  (see  box,  p.  70). 

The  past  year's  change  in  total  net  worth  was  small  stuff 
compared  with  the  $26  billion  increase  the  year  before. 
Nevertheless,  in  1984  you  have  to  meet  a  $150  million 
minimum — be  a  "sesquicentimillionaire" — to  be  among 
The  Four  Hundred. 

All  told,  44  new  players  are  now  at  our  table.  A  year  of 


An  inquiry  into  the  holders  of  great 
wealth  in  America,  with  notes  on 
the  sources  of  that  wealth,  the  ca- 
reers of  the  people  who  control  it 
and  its  effect  on  their  lives. 

By  Richard  Behar  with  Jeff  Bloch 

Edited  by  Harold  Seneker 

Illustrations  by  Phil  Huling 
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additional  research  yielded 
some  names  that  eluded  us  in 
the  past.  Our  scout  in  the  Deep 
South  fished  John  Harbert  out 
of  Birmingham,  Ala.  Harbert 
runs  a  vast,  pr-ivate  construc- 
tion empire  and  is  worth  an 
estimated  $500  million. 
Thomas  Monaghan,  once  a 
homeless  kid  from  Ann  Arbor, 
Mich.,  enters  the  list  with  $200 
million  worth  of  pizza  parlors. 
Another  catch  is  Laszlo 
Tauber,  surgeon  and  Washing- 
ton, D.C.  real  estate  mogul, 
who  came  to  the  U.S.  not  long 
after  escaping  from  a  Nazi  la- 
bor camp  (see  story,  p.  40).  He's 
worth  $250  million,  mostly 
built  up  in  his  spare  time. 

Nine  individuals  who  were 
dropped  from  the  1983  list  are 
back  this  year.  Some  rejoined 
by  way  of  new  research  (e.g., 
John  Fetzer,  Roy  Huffington), 
while  others  had  particularly 
strong  business  years  (Sher- 
man and  Edward  Cohen,  James 
Gilmore). 
— '  Forty-four  new  players 
means  44  old  ones  gone,  including  comedian  Bob  Hope  (see 
story, p.  34).  "How  could  I  get  $200  million? "  he  quipped  last 
year.  "I  don't  even  play  basketball."  Gone,  too,  is  Arthur 
Jones,  maker  of  Nautilus  bodybuilding  equipment;  the  size 
of  his  privately  held  company  had  been  overestimated. 

The  superrich  were  far  more  approachable  in  1984  Most 
were  interviewed  by  telephone,  and  many  were  willing  to 
meet  with  us  directly — sometimes  on  the  record,  some- 
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times  off.  Some  preferred  to  talk  about  their  wealthy  friends 
rather  than  themselves.  A  few  actually  worried  whether  or 
not  they  themselves  would  "make  it."  Occasionally  we 
were  met  yet  again  with  silence,  sudden  dial  tones,  angry 
rejoinders — but  far  less  often  than  in  previous  years. 

This  year  we  have  punctuated  the  entries  with  certain 
data — from  divorce  rates  to  immigration  ratios  to  the  ten 
most  popular  alma  maters — that  shed  light  on  The  Forbes 
Four  Hundred  as  a  group.  Here  and  there  we  were  unable  to 
resist  including  facts  that  amuse  more  than  inform — 
Philip  Knight's  best  time  for  the  mile,  for  example,  and 
Thomas  Monaghan's  best  time  for  making  a  pizza. 

It  should  come  as  no  surprise  that  Gordon  Getty  again  is 
named  the  richest  American,  but  there  are  some,  the 
multibillionaire  himself  among  them,  who  question  our 
reasoning.  True,  Getty  cannot  saunter  into  his  bank  to- 
morrow and  withdraw  $4.1  billion  in  cash,  but  he  alone 
presides  over  a  family  trust  worth  this  amount  (see  Rules,  p. 


72).  "Your  rules  aren't  complicated  enough  for  this  case," 
complained  an  attorney  for  various  Getty  family  mem- 
bers, who  are  now  suing  to  wrest  control  from  Gordon. 
Perhaps,  but  Gordon  Getty  remains  the  sole  trustee  unless 
and  until  the  courts  see  it  differently. 

Evaluating  private  business,  alas,  is  knotty  business.  For 
example,  Town. and  Country  in  August  published  a  list  of 
the  "largest"  family-held  companies  in  America.  But  they 
were  ranked  only  by  revenues.  High  on  the  roster  was 
metals-trading  "giant"  Mocatta  Metals,  with  an  estimated 
$26.5  billion  in  annual  volume.  Huge,  yes,  but  potentially 
misleading:  Profit  margins  are  reportedly  less  than  one- 
thirtieth  of  1%,  hardly  enough  even  to  consider  the  Jarecki 
family,  which  controls  the  firm,  as  Forbes  Four  Hundred 
caliber.  So,  is  Mocatta  the  largest  family-owned  company 
in  the  U.S  after  Cargill,  larger  than  the  Kochs'  (p.  101),  the 
Bechtels'  (p.  86)  or  Michel  Fribourg's  (p.  80)?  Depends  on 
what  you  mean  by  large. 


What  a  difference  a  market  makes.  Last 
year's  Forbes  Four  Hundred  had  116 
members  whose  fortunes  had  increased 
50%  or  more  from  our  initial  listing  in 
1982.  Most  of  them  had  an  ebullient 
stock  market  to  thank.  This  year  only 
10  members  registered  such  a  gain,  a 
mere  3  from  Wall  Street. 

To  be  sure,  the  net  worths  of  more 
than  one-third  of  The  Four  Hundred 
increased  this  year,  often  because  fur- 
ther investigation  found  new  assets. 
But  the  declining  stock  market  took  the  bloom  off 
many  a  rising  fortune — 46  on  our  list,  to  be  exact.  Some 
33  members  whose  fortunes  are  public  stockholdings, 
in  the  main,  fell  lower  on  the  list,  while  13,  including 
Silicon  Valley  wizards  Robert  Noyce  and  Arthur  Rock, 
fell  off  entirely  (seep.  188).  The  late  summer  rally  only 
prevented  the  carnage  from  being  even  worse. 

None  of  this  gloom  affected  the  biggest  gainer  of 
them  all,  Gordon  Getty,  who  came  away  from  the 
Getty  Oil  takeover  battle  with  a  family  trust  worth  $4. 1 
billion — up  $1.9  billion,  or  86%,  from  last  year.  Fellow 
billionaire  H.  Ross  Perot  also  played  the  acquisitions 
game  well,  merging  his  Electronic  Data  Systems  with 
GM.  His  overall  $400  million  gain  increased  his  net 
worth  40%. 

The  biggest  loser  among  Th6  Four  Hundred  was  Kyu- 
pin  Philip  Hwang,  who  with  his  newly  public  TeleVid- 
eo  Systems  had  vaulted  onto  the  list  last  year  at  $575 
million.  This  year  a  victim  of  the  personal  computer 
wars,  Hwang  barely  hung  on  at  the  new  cutoff,  $150 
million — a  74%  drop.  A  dip  in  the  stock  price  as  well  as 
a  reallocation  of  some  shares  caused  billionaire  An 
Wang  to  drop  almost  as  much,  $400  million.  But  that 
was  a  mere  25%  decrease  in  the  value  of  his  stake  in 
Wang  Laboratories,  which  remains  a  healthy  $1.2  bil- 
lion. Poor  former  billionaire  George  Mitchell,  however, 
became  a  demibillionaire,  at  least  for  now. 

Beyond  the  stock  market,  additional  research  resulted 
in  other  big  changes  among  this  year's  Four  Hundred. 
Interviews  with  several  in  the  grain  trading  business  led 
us  to  increase  our  ultraconsei  vative  valuation  of  Cargill, 
Inc.  to  $  1 . 7  billion,  which  brought  three  riew  members  of 
the  controlling  MacMiJian  family  onto  the  list.  Similar 
research  convinced  us  that  Michel  f  r.'bourg,v.ith90%  of 
Continental  Grain,  belonged  at;  liion,  double  his 


WHO 
MOVED 

THE 
MOST? 


net  worth  estimate  last  year. 

Further  research  also  led  us  to  reallo- 
cate some  fortunes  within  families. 
Haroldson  Hunt  III  has  been  ill  for  a 
long  time,  but  only  this  year  was  it 
clear  that  he  has  been  declared  legally 
incompetent.  His  $400  million  in 
trusts  are  reportedly  controlled  by,  and 
now  are  credited  to,  his  sister,  Margaret 
Hunt  Hill,  a  billionaire  on  last  year's 
list.  Also,  we  reallocated  the  fortune  of 
Forrest  Mars  Sr.  to  include  his  two 
sons,  who  clearly  are  running  day-to-day  operations. 
Other  information  about  Mars,  Inc.  led  us  to  increase 
our  estimate  of  the  total  fortune  to  a  still  conservative 
$1.5  billion,  or  $500  million  each. 

Other  private  fortune  holders  didn't  need  a  second 
analysis;  they  were  just  plain  busy.  Seemingly  number- 
less investment  gains  by  the  Bass  family,  pere  et  fils, 
added  $500  million  to  last  year's  $2.5  billion  net  worth, 
equally  divided  five  ways. 

The  hot  New  York  City  real  estate  market  provided 
gains  for  more  than  half  the  30  members  of  The  Four 
Hundred  in  that  business.  Donald  Trump's  bustling  in 
Manhattan  luxury  residences  and  an  Atlantic  City  ho- 
tel raised  his  net  worth  to  $400  million.  The  lower  net 
worth  attributed  to  his  father,  Fred  ($200  million), 
reflects  the  value  of  the  outer-borough  apartments  he 
oversees.  The  rising  value  of  many  apartments  in 
Queens  and  Brooklyn  (because  of  their  potential  as  co- 
ops) prompted  higher  net  worths  for  New  York  City's 
biggest  landlords,  Harry  Helmsley  and  Samuel  LeFrak. 
So  much  for  changes  over  the  past  year.  Some  things 
are  newsworthy  even  if  they  happened  ten  years  ago. 
We  spoke  to  knowledgeable  sources  close  to  Daniel 
Ludwig  who  report  the  shipping  tycoon  turned  over 
ownership  of  his  foreign  assets  to  his  Zurich  cancer 
institute  in  1974.  He  keeps  the  domestic  holdings, 
which  we  estimate  to  be  worth  $500  million.  In  addi- 
tion, it  turns  out  the  "father  of  the  supertanker"  also  is 
the  father  of  Patricia,  an  apparently  estranged  middle- 
aged  daughter  living  in  Stamford,  Conn.  "Not  true," 
says  a  spokesman  for  Ludwig,  but  legal  documents 
suggest  otherwise. 

The  stream  of  discoveries  is  endless.  Preparations  for 
the  1985  edition  of  The  Forbes  Four  Hundred  have 
already  begun. 
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BALLY 


OF  SWITZERLAND 


The  Ranger  Series  redefines  comfort  with  special  features:  flexible  construction, 
reinforced  arch  support,  ankle  padding,  and  Bally's  exclusive  sole  design. 


The  difference  between  dressed,  and  well  dressed 


Bally  of  Switzerland  Shops; 
Porter  Stevens,  New  Orleans; 


Bullocks,  Los  Angeles;  Davison's,  Atlarj,t|| 

Gollands,  Cleveland;  Raleighs,  Washington;,! 


For  free  brochure  write:  Ronald.  One  Bally  Place,  New  Rochelle,  New  Yor' 


c/ke(fik6€d<^kikJnmcAect 


RULES 

OF  THE 

CHASE 


The  fortunes  of  the  very  rich  are 
difficult  to  calculate.  Often  it  isn't 
even  clear  exactly  who  owns  a  great 
fortune.  It  is  frequently  parked  at 
least  partly  in  the  names  of  the  im- 
mediate family  or  concealed  in  pri- 
vate investment  companies  or,  more 
difficult  to  find,  in  trusts,  where  the 
separate  elements  of  ownership 
(control  of  principal,  receipt  of  in- 
come, power  to  name  heirs,  etc.)  are 
deliberately  spread  among  different 
people  to  defend  against  the  inheri- 
tance tax  laws. 

To  arrive  at  coherent  estimates  of 
wealth  in  this  welter,  we  adopt  a 
number  of  rules: 

•  Blocks  of  publicly  traded  stock 
are  priced  at  the  market  close  Aug. 
17,  1984. 

•  Privately  held  companies  are  val- 
ued according  to  estimated  revenues 
and  earnings  and  prevailing  price/ 
earnings  ratios  for  publicly  traded  companies  in  similar 
businesses. 

•  When  earnings  are  not  estimable,  we  adopt  rule-of- 
thumb  conventions  widely  followed  in  respective  indus- 
tries. Newspapers,  for  instance,  can  be  valued  at  1  to  3 
times  revenues  or  12  to  18  times  cash  flow,  less  estimated 
debt.  TV  stations,  cable  systems,  radio  stations  and  some 
newspapers  are  valued  for  us  by  authoritative  media 
brokers. 

•  In  some  cases  we  settle  for  book  value.  Among  oil 
producers  we  often  do  not  go  beyond  putting  fair  valuation 
on  their  oil  reserves,  to  be  conservative.  In  one  or  two 
cases  (e.g.,  J.R.  Simplot)  we  must  work  from  estimates 
published  by  the  general  press;  these  are  treated  cautious- 
ly, since  such  estimates  are  often  unreliable. 

•  In  the  matter  of  trusts  and  other  intrafamily  arrange- 
ments, we  proceed  on  a  case-by-case  basis,  applying  com- 
mon sense.  Most  trusts  plainly  exist  to  carry  out  a  normal 
pattern  of  inheritance  (to  husbands,  wives  or  offspring)  and 
to  minimize  inheritance  taxes.  We  look  at  who  controls 
the  wealth.  These  trusts  are  generally  attributed  to  the 
person  who  created  the  wealth,  if  still  alive  and  in  control, 
or  to  the  principal  controlling  family  member  or  members 
(and  not  the  family  lawyers)  if  he  is  not. 

Obversely,  spendthrift  trusts,  meant  to  keep  control  out 
of  the  hands  of  beneficiaries,  are  not  credited  to  the  benefi- 
ciaries. The  estimated  trust  income  is,  while  principal  is 
generally  assigned  to  the  controlling  family  members. 
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For  an  example,  consider  the  Getty 
family.  Gordon  Getty  is  sole  trustee 
of  the  major  family  trust,  now  worth 
over  $4.1  billion.  He  makes  all  in- 
vestment decisions,  such  as  selling 
out  Getty  Oil  to  Texaco,  without  any 
other  family  members.  He  also  con- 
trols the  actual  distribution  of  the 
trust  income  to  himself,  one  brother 
and  nieces  and  nephews. 

The  principal  is  not  his  to  bet  at 
the  racetrack  or  spend  on  wine, 
women  and  song.  Otherwise  his 
power  is  nearly  absolute,  and  he  al- 
ready has  more  spending  money 
than  he  can  personally  use  outside 
the  trust.  In  a  practical  sense  he 
differs  little  from  the  outright  heir, 
properly  not  spending  capital,  pru- 
dently and  responsibly  managing  a 
fortune  for  himself  and  his  family, 
and  for  their  posterity. 

Lawyers  sometimes  say  a  trust  is 
"owned"  by  those  who  ultimately  will  receive  the  prin- 
cipal— here,  the  next  generation  of  the  Getty  family.  But, 
in  fact,  the  next  generation  has  no  power  to  spend 
principal,  either,  as  long  as  Gordon  is  alive — and  they 
cannot  invest  it  or  disburse  income  at  all.  It  is  difficult 
to  take  such  "ownership"  seriously — if  Gordon's  wife 
were  pregnant,  the  unborn  child  would,  according  to  the 
lawyers,  be  counted  as  one  of  the  richest  people  in 
America.  Gordon's  status  as  "owner"  may  be  weakened 
by  the  limitations  of  the  trust,  but  the  claim  of  every 
other  Getty  to  present  "ownership"  is  far  weaker  still. 
Where  one  family  member  thus  controls  a  fortune,  we 
count  him — despite  legal  artifice — as  the  practical  owner. 
Meanwhile,  for  Gordon's  brother,  Jean  Paul  Getty  Jr.,  the 
same  trust  is  effectively  a  spendthrift  trust — he  gets  only 
his  portion  of  the  income  and  otherwise  has  no  control 
or  influence  whatever.  We  count  his  accumulated  share 
of  the  income  as  his  fortune. 

Irrevocable  charitable  trusts  and  foundations  are  not 
counted  at  all,  even  in  cases  like  the  Pew  family,  whose 
immense  charitable  trusts  are  used  to  retain  control  of  Sun 
Co.,  the  family  company. 

Wealth  in  the  names  of  spouses  and  other  immediate 
family  members  is  generally  assigned  to  the  principal 
family  member,  especially  where  the  family  ties  are  close 
and  members  share  an  interest  in  a  business.  Exceptions 
are  made  where  family  or  business  ties  have  been  broken 
or  seriously  frayed.  ■ 
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tn  a  world  of  airlines,  one  airline 
las  always  been  something  special. 


At  first  glance,  all  airlines  may  appear  to 
>e  the  same.  But  when  you  look  closer,  one 
irline  offers  you  a  special  way  to  fly. 

It's  an  airline  so  large  it  carries  over  30 
nillion  people  a  year;  yet  so  personalized, 
ou  can  reserve  your  seat  a  year  in  advance. 

It's  an  airline  so  committed  to  saving  you 


time,  you  can  get  all  your  boarding  passes 
for  all  your  flights  before  you  ever  get  to 
the  airport. 

It's  an  airline  that's  led  the  way  by  being 
innovative,  not  imitative.  American  Airlines.  In 
a  world  of  airlines,  it's  the  one  special  airline 
that  can  make  your  trip  something  special. 

AmericanAirll 

Something  special  in  the  cm: 


See  how  simple  financing  can  be. 

Now  financing  IBM  equipment  doesn't  have  to  be  a  whole  lot  more 
complicated  than  signing  on  our  dotted  line. 

To  begin  with,  our  master  agreement  is  a  mere  four  pages  long.  And  you 
only  need  to  sign  it  once. 

Your  signature  will  get  you  flexible  financing.  We  offer  a  wide  range  of 
lease  or  installment  purchase  options  to  help  you  tailor  a  plan  that  suits 
your  company's  needs. 

Your  signature  also  gets  you  low  rates.  We're  competitive. 

Even  if  you  want  to  add  or  upgrade  equipment  down  the  road,  a  simple 
supplement  to  your  original  contract  is  all  it  takes. 

So  how  do  you  go  about  getting  IBM  Credit  Corporation  financing? 

Just  call  the  same  person  who  helps  you  choose  the  IBM  computer  or 
office  equipment  you  need.  _  mmm9 

Your  IBM  marketing  representative.  2j    S-T  rr^~r 

It's  that  simple.  rE:  ""  ""  dE  7  E: 

Credit  Corporation 
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Inheritance.  San  Francisco.  50. 
Married,  4  sons.  Fourth  son,  only 
relative  at  death,  of  billionaire  Jean 
Paul  Getty  1976  (2  half-brothers  de- 
ceased; Gordon's  elder  brother, 
third  half-brother  estranged).  Sarah 
C.  Getty  Trust  (named  for  his  late 
grandmother)  owned  31.8  million 
shares  (40.2%)  Getty  Oil;  dispute 
with  management  resulted  in  sale 

Pictorial  Parade 


Getty  and  wife,  Ann 


of  company  to  Texaco  1984  for 
$128  per  share,  almost  double  price 
before  takeover.  Gordon  sole  trust- 
ee, 33%  income  beneficiary  (sever- 
al relatives,  future  beneficiaries  su- 
ing for  influence).  Trust  received 
$4.1  billion,  temporarily  in  govern- 
ment securities.  Composer,  pianist, 
arts  patron.  "I'm  a  businessman  be- 
cause I  had  to  be  one." 

Jam  .  ilot  r<     1 1  f/fett 

Wal-Mart  Stores.  Bentonville,  Ark. 
66.  Married,  4  children.  J.C.  Penney 
trainee  after  college.  Opened  Ben 
Franklin  five-and-dime  1945  in 
Newport,  Ark.  Lost  his  lease  1950, 
started  again  in  Bentonville.  Had  16 


shops  by  1962;  opened  discount 
store  on  a  hunch  with  brother 
James.  By  1970,  30  Wal-MartS; 
went  public  to  raise  cash.  Now  698 
outlets,  mainly  in  Sunbelt  towns 


Weaver  Camera  5 


Walton 


under  25,000  pop.  Sales  over  $6  bil- 
lion 1984.  On  first-name  basis  with 
thousands  of  employees;  visits 
stores  continually.  Lives  modestly; 
hunts  quail;  drinks  morning  cup  in 
local  coffee  shop.  With  family, 
owns  39%,  worth  over  $2.3  billion. 
"There  was  a  lot  more  business  in 
those  towns  than  people  ever 
thought." 

_/  a  via  c/  ac/cam 

Hewlett-Packard.  Los  Altos  Hills, 
Calif.  72.  Married;  1  son,  3  daugh- 
ters. Played  football,  basketball  at 
Stanford.  With  $538  and  classmate 
William  R.  Hewlett  (which  see), 
launched  California-based  elec- 
tronics firm  1939.  He  supplied  busi- 
ness knowhow;  Bill,  engineering 
talent;  wives  worked  to  support 
them.  Firm  grew  into  world  leader 
($4.7  billion  sales)  by  expert  man- 
agement, high  technology,  R&D, 
premium  quality  at  a  price.  First 
audio-oscillators;  later  calculators; 
now  small  computers;  EDP  prod- 
ucts. Dave  imposing  at  6  ft.  5;  served 
briefly  as  deputy  defense  sec'y  for 


Packard 


nielvBlack  Slar 


Richard  Nixon.  Very  active;  still 
chairman  H-P.  His  18%,  with  divi- 
dends, worth  over  $1.8  billion. 

cftevvms  zfio-ii  c/  erot 

Electronic  Data  Systems.  Dallas. 
54.  Married,  5  children.  Sharp  IBM 
salesman  who  couldn't  sell  boss  his 
best  idea:  computer  facilities  man- 
agement. Quit;  founded  EDS  1962 
on  $1,000;  didn't  own  a  computer. 
Built  data  processing  empire  on 
health,  welfare  accounts.  Saw  $1 
billion  evaporate  1970  when  hot 
EDS  stock  plunged:  "My  stock  was 
just  the  pawn  in  a  fool's  game." 
Recouped  1983.  Patriotic;  tough. 
Tried  in  vain  to  airlift  Christmas 
dinner  to   POWs  in  N.   Vietnam 

KauTBIack  Slar 


1 

i 

Perot 
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1969.  Solved  own  Iranian  hostage 
crisis:  2  EDS  staffers  taken  1979; 
staged  successful  jailbreak,  540- 
mile  smuggle  to  Turkish  border. 
Remains  CEO  of  EDS  after  1984 
merger  with  GM.  His  46%  interest 
(traded  for  cash  and  stock)  worth 
$1.2  billion.  With  substantial  other 
holdings,  estimated  net  worth  $1.4 
billion. 

Inheritance,  oil,  real  estate.  Dallas. 
58.  Married,  4  children.  Second  son 
of  H.L.  Hunt.  He  and  children  share 
massive  Hunt  "first  family"  oil  and 
gas  trusts:  19%  Placid  Oil,  19% 
Hunt  Energy  (see  other  Hunts,  Hill, 
Schoellkopf.  "Second family":  see  Ray 
Lee  Hunt,  et  al).  Personal  interests 
real  estate  (over  5  million  acres 
worldwide),  agriculture,  commod- 
ities. Was  epicenter  of  1980  silver 
bubble;  apparently  dreamed  of 
monetizing    silver;    he,    brothers, 


Northup/BIack  Sta 


Nelson  Bunker  Hunt 


Arab  partners  acquired  nearly  200 
million  ounces;  price  plummeted. 
He  and  brothers  have  sold  major 
oil,  other  assets  to  pay  down  $1.1 
billion  silver  bailout  loan  arranged 
by  Federal  Reserve.  Donates  mil- 
lions to  churches;  active  with  John 
Birch  Society.  Minimum  net 
worth,  including  children's  trusts 
he  controls,  is  $1.4  billion.  "We 
don't  get  too  wrapped  up,  too  ex- 
cited, too  discouraged.  We  go  along 
at  a  steady  pace." 


Inheritance.  Dallas.  69.  Married,  3 
children.  Eldest  child  of  H.L.  Hunt; 
she  and  children  share  "first  fam- 


Hill 


k  Times  Pictures 


ily"  trusts:  14%  Placid  Oil,  14% 
Hunt  Energy  (see  other  Hunts,  Schoell- 
kopf. 'Second  family":  see  Ray  Lee 
Hunt,  et  al).  Strong-minded;  domi- 
nates family  business  meetings.  "In 
our  family  we  don't  consider  any- 
thing social  life.  Whatever  we're  do- 
ing is  all  business."  Avoids  press. 
Conservative  investor:  stayed  clear 
of  brothers'  1980  silver  debacle. 
After,  reportedly  insisted  "the 
boys"  use  additional  personal  assets 
to  secure  principal  family  holding, 
Placid  Oil:  denied  by  her.  Minimum 
net  worth,  with  children's  trusts, 
control  of  brother  Hassie's  trusts 
(see Dropouts) ,  $1.4  billion. 

wcwoline  cTVunt \Jcnoe(iKcJu 

Inheritance.  Dallas.  61.  Divorced, 
remarried;  4  sons,  1  daughter  by 
first  marriage.  Second  daughter  of 
H.L.  Hunt;  with  children  shares  in 
"first  family"  trusts:  24%   Placid 


Schoellkopf 


Oil,  24%  Hunt  Energy  (see  other 
Hunts,  Hill  "Second  family" .  see  Ray 
Lee  Hunt,  et  al).  Stayed  out  of  broth- 
ers' silver  play,  but  leaves  oil  man- 
agement to  them:  "I  have  no  idea 
where  to  sink  a  well."  Lately  in- 
vesting in  super-luxury  hotels,  pro- 
jected at  $350  million  over  5  years. 
Already  has  spent  $250  million  on 
hotels  in  Dallas,  Houston,  Beverly 
Hills.  Authored  pumpkin  cook- 
book. Says  sister  Margaret:  "You 
would  never  find  Caroline  not  be- 
ing nice  to  people."  Including  all 
trusts,  minimum  net  worth  $1.3 
billion. 


J*w    Waiixi 


Wang  Laboratories,  Inc.  Lincoln, 
Mass.  64.  Married;  1  son,  2  daugh- 
ters. Son  of  high  school  English 
teacher,  got  middle-class  upbring- 
ing in  Shanghai.  Recalls  "middle 
class"  meant  wealth  of  "maybe 
$100  American."  Played  college  ta- 


I'PI/Bettmann 


Wang 


ble  tennis;  worked  in  radio  factory 
during  war;  emigrated  1945.  Got 
physics  Ph.D.  Harvard  in  3  years. 
Invented  magnetic  core  memory 
age  28,  computer  essential  for  20 
years.  Started  Wang  Labs  1951;  did 
custom  work,  including  first  digital 
scoreboard  for  Shea  Stadium  (NYC, 
1964).  Now  a  leader  in  office  auto- 
mation with  over  $2  billion  sales. 
Likes  doubles  tennis,  bow  ties, 
minimal  publicity.  Controls  fam- 
ily's 40%,  worth  $1.2  billion. 

zDcwia  c'iocK&Le/le.)' 

Inheritance,  banking,  real  estate. 
NYC  and  Tarrytown,  N.Y.  69.  Mar- 
ried; 2  sons,  4  daughters    Grand- 
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son  of  Standard  Oil  magnate  John 
Davison  Rockefeller  (1839-1937), 
youngest  son  of  John  D.  Jr.  (d.  1960) 
and  most  widely  known  among 
America's  most  powerful  family. 
Ph.D.  economics;  unpaid  secretary 
to  NYC's  Mayor  La  Guardia  1940; 
joined  uncle  Winthrop  Aldrich's 
Chase  National  Bank  1946  (now 
Chase  Manhattan).  Pres.  1961, 
CEO  from  1969;  became  globe-trot- 
ting banker-statesman;  "retired" 
1981,  now  runs  family  foundation. 
Correct;  methodical;  a  modern  Me- 
dici: "For  David  Rockefeller,  the 
presidency  of  the  U.S.  would  be  a 


Rockefeller 


demotion."  Family  fortune  well- 
veiled.  With  real  estate,  trusts,  etc., 
his  net  worth  believed  to  exceed  $1 
billion.  (See  also  other  Rockefellers, 
A.  Dayton,  Ferry,  Morgan,  A.  O'Neill, 
Roberts,  Simpson,  Thorn.) 

it  iff  tarn  ,  '(er/wyf  L /(<//// 

Inheritance,  oil  Dallas.  55.  Mar- 
ried, 5  children.  Third  son  in  H.L. 
Hunt's  "first  family"  (see  other 
Hunts,  Hill,  Schoellkopf  'Second  fam- 
ily": Ray  Lee  Hunt,  et  at  j.  Principal 
manager  family's  vast  oil  empire; 
his  share,  with  children:  24%  Plac- 
id Oil,  24%  Hunt  Energy.  Also  Dal- 
las real  estate,  coal  reserves.  Inher- 
ited father's  contempt  for  high  liv- 
ing: house  in  upper-middle-class 
neighborhood,  old  car  (during  1979 
energy  crisis  spotted  in  2-hour  gas 
line   "waiting  patiently  with  his 


William  Herbert  Hunt 


Breeseliaison 


wife  and  dog").  Vast  collection  an- 
cient art.  Drawn  into  brother  Bun- 
ker's silver  bubble.  Minimum  net 
worth,  including  all  trusts,  is  $1 
billion. 

Oil.  Denver.  44.  Married,  3  chil- 
dren. Father  Fred  built  contract 
drilling  firm,  oil  and  gas  interests 
all  over  Midwest.  Philip  took  over 
1961,  sold  drilling  rigs,  became  ag- 
gressive buyer  oil  and  gas  leases. 


"He's  willing  to  roll  the  dice.  He 
has  excellent  timing."  Acreage 
leased  throughout  West;  brings  in 
major  oil  companies  to  develop. 
Biggest  holding  Anschutz  Ranch 
East  oil  field  in  Wyo.,  Utah:  sold 
half  his  interest  to  Mobil  1982  for 
reported  $500  million.  Also  miner- 
als, real  estate,  public  stock  (incl. 
Ideal  Basic,  Pennwalt).  Very  pri- 
vate, shuns  publicity,  photos.  "I 
can't  imagine  my  business  would 
interest  anyone."  Despite  weak  oil, 
Denver  real  estate  prices,  net  worth 
still  believed  to  be  over  $1  billion. 


//a 


® 


a  vti 


Oil,  entertainment.  Denver  &  var- 
ious. 58.  Married,  5  children.  Father 
onetime    boxer    from    Manhattan 


Roach/Photo  Reporters 


Anschutz 


Davis 


garment  district,  got  into  oil  &.  gas 
after  WWII.  Marvin  joined  1947, 
bought  many  cheap  oil  leases  in 
unpopular  Rockies,  became  one  of 
biggest  U.S.  wildcatters.  Discov- 
ered more  oil  and  gas  fields  in 
recent  years  than  any  but  Standard 
Oil  of  Indiana.  Partners  include 
Gerald  Ford,  Henry  Kissinger.  Sold 
half  oil  properties  to  Hiram  Walker 
1981  for  $630  million.  Also  Denver 
skyscrapers,  shopping  center,  bank. 
Devotes  much  time  to  50% -owned 
Twentieth  Century-Fox;  seeking 
other  half  from  tax  fugitive  Marc 
Rich  (which  see).  Lives  lavishly,  this 
year  paid  record  $20  million  for 
Beverly  Hills  home  of  Kenny  Rog- 
ers; shuns  press.  Analyst:  "For  a 
man  who  wants  to  remain  private, 
he's  one  of  the  most  visible  men 
I've  ever  seen."  Net  worth  may  still 
be  $1  billion. 
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®  1964  NEW  YORK  FUTURES  EXCHANGE 


MW II  GET  IN 

AND  OUT  OF  THE 


NYSE  Stock  Index  Futures. 

If  you're  like  many  other  investors, 
you  probably  think  about  investing 
in  stocks  for  the  long-term,  on 
the  expectation  of  growth,  income 
or  both. 

But  in  a  volatile  market,  there 
are  short-term  trends  that  repre- 
sent opportunities,  as  well. 

Experienced  investors  with  a 
tolerance  for  risk  are  taking 
advantage  of  those  opportunities 
by  trading  NYSE  Stock  Index 
Futures. 

Consider  these  situations.  You 
expect  the  market  to  go  down 


temporarily  and  want  a  way  to 
protect  the  stocks  you  already 
own.  Or  you  believe  the  market  is 
ready  for  a  sudden  upswing,  but 
you  don't  have  the  time  to  select 
the  right  stocks. 

In  either  case,  NYSE  Index 
Futures  may  be  the  fastest  and 
most  cost-efficient  way  for  you  to 
turn  your  opinion  into  action. 

NYSE  Index  Futures  are 
highly-leveraged,  so  you  can  buy  a 
fairly  large  market  position  with 
a  relatively  small  amount  of  cap- 
ital. And  they  are  extremely  liquid, 
which  means  you  can  change 


positions  in  the  market  easily. 

Of  course,  leverage  and  re- 
sponsiveness have  their  price. 
NYSE  Index  Futures  can  result  in 
substantial  profits,  but  they  can 
also  result  in  substantial  losses. 
They  are  only  appropriate  for 
investors  who  understand  and 
can  afford  the  risks  involved. 

To  find  out  if  NYSE  Stock  In- 
dex Futures  should  be  part  of  your 
investment  strategy,  contact  your 
broker.  For  more  information,  call 
the  New  York  Futures  Exchange 
at  1-800-221-7722.  In  New  York, 
212-623-4949. 


New  York 
Futures  Exchange 


Kyhe  K^oriPe^  k^ou^  c^u/^wl^ed 


$500 


M iiuum  c/\e'Ciina/<>n.  cftewlett 

Hewlett-Packard.  Portola  Valley, 
Calif.  71.  Widowed,  remarried;  5 
children,  5  stepchildren.  Fresh  from 
Stanford  with  David  Packard  (which 
see),  started  company  1939  in  1-car 
garage;  invented  audio-oscillator. 
During  early  days,  did  everything: 
"We  had  2  people;  someone's  got  to 
sweep."  Still  acts  as  vice  chairman,- 
H-P  now  one  of  world's  leading, 
respected  producers  of  electronics, 
minicomputers  (1983  sales,  $4.7 
billion).  Over  5,000  products;  some 
8% -10%  of  sales  plowed  into  R&D. 
Described  as  low  profile,  straight- 
forward, loves  solving  problems. 
Excluding  vast  foundation,  his  9% 
stake  worth  over  $920  million. 

cTva/ywu  c/Owzfcmun^i  c/teltn&ley 

Real  estate.  NYC.  75.  Divorced,  re- 
married; no  children.  Son  of  dry 
goods  salesman,  sank  life  savings 
($1,000)  into  a  building  1938;  today 
controls  over  $5  billion  worth: 
50,000  residential  units,  50-mil- 
lion-sq.-ft.  office,  including  Empire 
State  Building.  Has  many  equity 
partners;  recently  sold  some  syndi- 
cated property,  buying  most  new 
buildings  alone.  Second  '  wife, 
"Queen"  Leona,  heads  their  27  ho- 
tels, including  $125  million  Helms- 
ley  Palace,  NYC.  Still  plans  world's 
tallest  building  NYC.  Swims  daily, 
likes  ballroom  dancing;  Best 
Dressed  Businessman  1983.  Con- 
sensus of  peers:  net  worth  over 
$900  million.  "When  I  sit  down, 
the  board  of  directors  has  arrived." 

Hallmark  Cards.  Mission  Hills, 
Kans.  56.  Married,  3  children.  Fa- 
ther Joyce  C.  Hall  (d.  1982)  postcard 
distributor  1906,  switched  to  greet- 
ing cards.  Had  uncanny  sense  of 
what  would  sell;  friend  Norman 
Rockwell  helped  illustrate  Christ- 
mas cards.  Built  national  distribu- 
tion, quality  image.   Now  largest 


greeting  card  company:  cards  50% 
of  $1.5  billion-plus  revenues  1983, 
remainder  other  consumer  items. 
Also  troubled  Kansas  City  real  es- 
tate project.  Paid  over  $200  million 
1984  for  Binney  &  Smith,  Crayola 
maker.  Donald  in  management 
since  1952;  CEO  from  1966.  Joyce 
left  one-third  stock  to  employees. 
Rest  controlled  by  Donald,  worth 
over  $750  million. 

Grain  trader.  NYC.  71.  Widowed, 
remarried;  5  children.  With  3  sis- 
ters, 5th  generation  of  family  that 
began  grain  trading  in  Belgium 
1813.  Started  Continental  Grain  in 
U.S.  1921,  completed  move  after 
France  fell  1940.  Michel,  in  Army 


The  average  age  of  The  Forbes 
Four  Hundred  is  62. 

intelligence  WWII,  took  over  upon 
father's  death  1944.  Revenues  now 
over  $15  billion,  over  20%  world 
grain  trade  (2nd  to  Cargill,  which 
see).  "We  have  survived  by  working 
with  our  wits."  Other  family  mem- 
bers not  among  top  executives. 
Home  reflects  love  of  all  things 
French.  Also  3.3  million  shares 
( 13% )  Overseas  Shipholding  Group. 
His  90%  share  Continental,  other 
assets,  worth  at  least  $750  million. 

y  c/iu/a  featoava \sVeumo<UAe 

Brothers.  Publishing.  NYC.  56,  55. 
Both  married,  3  children  each.  Fa- 
ther Samuel  I.  born  lower-Manhat- 


tan tenement  to  poor  Russian  im- 
migrants; turned  around  Bayonne 
(N.J.)  Times  as  teenager,-  went  on  to 
build  nation's  largest  private  media 
empire.  Revenues  now  estimated 
over  $1.5  billion.  S.I.  most  secretive 
of  leading  20th-century  publishing 
tycoons.  Died  1979;  left  sons  Si  and 
Don  control  of  voting  stock,  family 
dictum:  "The  ties  that  matter  are 
the  ties  to  each  other."  Now  some 
20  relatives  active;  still  tightly  run: 
28  newspapers,  9  Conde  Nast  mag- 
azines (plus  20-odd  overseas),  Pa- 
rade, Random  House,  cable,  etc. 
Heirs  opposing  perhaps  largest  es- 
tate tax  action  ever:  IRS  wants  $914 
million  (including  $305  million 
fraud  penalties);  family  says  only 
$47  million  is  due.  Pending  resolu- 
tion, brothers  share  control  of  busi- 
ness worth  at  least  $1.5  billion 
(much  in  trust). 

^Cau^cfnce  ^/fie/mam  z/tocKetel/e^ 

Inheritance,  investments.  NYC  and 
Tarrytown,  N.Y.  74.  Married;  3 
daughters,  1  son.  Grandson  of  Stan- 
dard Oil  mogul  John  Davison 
Rockefeller.  He  and  brother  David 
(which  see)  chief  investors  of  third 
generation.  Some  early  success  in 
venture  capital  1940s  (Eastern  Air 
Lines,  McDonnell  Douglas  Corp., 
Itek,  etc.),  lately  Apple  Computer, 
others.  Active,  controversial  envi- 
ronmentalist; sets  up,  runs  resorts, 
hotels,  apt.  complexes  (Caribbean, 
West  Coast,  Hawaii).  Chaired 
Rockefeller  Center,  Inc.  1953-66, 
still  a  director.  Unwinds  at  Pocan- 
tico  Hills,  family  compound  near 
NYC.  With  trusts,  etc.,  estimated 
net  worth  believed  to  exceed  $700 
million.  (See  also  other  Rockefellers, 
A.  Dayton,  Ferry,  Morgan,  A.  O'Neill, 
Roberts,  Simpson,  Thorn.) 

cfamtfel Jpay<i<m,  <£e?7'va/c 

Real  estate.  NYC.  66.  Married,  4 
children.  Father  Harry  built  Brook- 
lyn homes  pre-WWII.  Sam  now 
largest  U.S.  apt.  landlord:  87,000 
units.  Co-oping  32,000  units  NYC. 
Planning  futuristic  Newport  City 
for  "500,000"  on  N.J.  side  of  Hud- 
son River;  partner  Melvin  Simon 
(which  see).  Investing  big  in  oil  and 
gas;  also  music  publishing  and  pro- 
duction (Broadway's  Cats,  My  One 
and  Only,  TV's  Fame,  etc.)  Voluble; 
direct;  carries  no  wallet,  wraps 
money  in  rubberbands:  "We  serve 
the  mass,  not  the  class."  On  esti- 
mated net  worth  (over  $700  mil- 
lion): "If  I  could  count  it,  it  couldn't 
be  very  much." 
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Let  the  top  minds  in  business  help 
you  develop  a  strategy  for  your  success. 


Take  the  3-volume 
Harvard  Business  Review  Management  Library 

for  only  $3.95! 


You  simply  agree  to  buy  3  more  books— at  handsome 
discounts— within  the  next  12  months. 


Take  a  look  at  the  3  books  in  this  classic  set: 

IARVARD  BUSINESS  REVIEW  ON  EXECUTIVE  SUCCESS. 

Here  is  a  roadmap  to  help  you  plot  your  future  career  In  these  pages,  you'll  find  a  rich  source  of 
jdeas  and  techniques  for  sharpening  the  skills  which  are  key  to  your  advancement. 

fou'W  explore  every  facet  of  the  executive's  job  with  some  of  the  top  minds  in  business.  Chapters 
xlude:  •  Clues  for  Success  in  the  President's  Job*  Managers  and  Leaders:  Are  They  Different? 
j1  How  to  Choose  a  Leadership  Pattern  •  Management  of  Disappointment  •  Power  Failure  in 
Management  Circuits  •  Managing  Your  Boss  •  Skills  of  an  Effective  Administrator  •  Good  Man- 
igers  Don't  Make  Policy  Decisions.  And  more.  Publisher's  price:  $22.95. 

HARVARD  BUSINESS  REVIEW  ON  FINANCIAL  MANAGEMENT. 

'n  this  volume,  chief  financial  officers  and  other  executives  detail  their  approaches  for  dealing  with 
<ey  financial  issues.  New  theoretical  developments  are  explained.  And  financial  consultants  offer 
/ou  workable  suggestions  for  solving  management  problems. 

rrom  ways  to  improve  cash  management  to  evaluating  a  take-over  target,  FINANCIAL  MANAGE- 
MENT offers  practical  advice  and  food  for  thought  to  financial  decision-makers  who  want  to  do 
.heir  job  better. 

inside:  •  Better  Ways  to  Monitor  Accounts  Receivable  •  Is  Your  Bad  Debt  Expense  Too  Low? 
»  Measuring  Company  Growth  Capacity  During  Inflation  •  Strategy  for  Financial  Emergen- 
cies •  How  Much  Debt  Is  Right  for  Your  Company?  •  Cash  Flow  Analysis:  More  Important  Than 
Ever  •  Diversification  via  Acquisition:  Creating  Value  •  Essential  Elements  of  Project  Financing. 
Publisher's  price:  $22.95. 

-IARVARD  BUSINESS  REVIEW  ON  STRATEGIC  MANAGEMENT. 

Sere  are  the  most  influential  articles  ever  written  on  strategic  management.  Packed  with  case 
nistories,  STRATEGIC  MANAGEMENT  reveals  concepts  that  have  made  strategic  planning  the 
fastest-growing  management  method  in  the  country. 

Contents  include:  •  How  Competitive  Forces  Shape  Strategy  •  How  to  Evaluate  Corporate  Strat- 
egy •  How  to  Compete  in  Stagnant  Industries  •  Management  Strategies  for  Small  Companies 
» Strategic  Planning  in  Diversified  Companies  •  Strategic  Management  for  Competitive  Advan- 
:age  •  Portfolio  Planning:  Uses  and  Limits  •  Phasing  Out  Weak  Products  •  The  Manager's  Job: 
-olklore  and  Fact.  Publisher's  price:  $22.95. 


4  Good  Reasons  to  Join 

1.  The  Finest  Books.  Of  the  hundreds  of  books 
submitted  to  us  each  year,  only  the  very  finest 
are  selected  and  offered.  Moreover,  our  books 
are  always  of  equal  quality  to  publishers'  edi- 
tions, never  economy  editions. 

2.  Big  Savings.  In  addition  to  getting  the  Harvard 
Business  Review  MANAGEMENT  LIBRARY 
for  $3.95  when  you  join,  you  keep  saving  sub- 
stantially—up to  30%  and  occasionally  even 
more.  (For  example,  your  total  savings  as  a  trial 
member— including  this  introductory  offer- 
can  easily  be  over  50%.  That's  like  getting 
every  other  book  free!) 

3.  Bonus  Books.  Also,  you  will  immediately  be- 
come eligible  to  participate  in  our  Bonus  Book 
Plan,  with  savings  up  to  70%  off  the  publishers' 
prices. 

4.  Convenient  Service.  At  3-4  week  intervals  (16 
times  per  year)  you  will  receive  the  Book  Club 
News,  describing  the  Main  Selection  and  Alter- 
nate Selections,  together  with  a  dated  reply 
card.  If  you  want  the  Main  Selection,  do  noth- 
ing and  it  will  be  sent  to  you  automatically.  If 
you  prefer  another  selection,  or  no  book  at  all, 
simply  indicate  your  choice  on  the  card,  and 
return  it  by  the  date  specified.  You  will  have  at 
least  10  days  to  decide.  If,  because  of  late  mail 
delivery  of  the  News,  you  should  receive  a 
book  you  do  not  want,  we  guarantee  return 
postage. 


his  special  offer  is  your  introduction  to  The  Executive  Program? a  professional  book  club  designed 
Dr  those  with  a  strong  desire  to  be  successful  in  business.  During  the  past  two  decades  we've 
lelped  thousands  of  men  and  women  sharpen  their  skills  in  virtually  every  business  area— from 
nanagement  to  marketing,  advertising  to  personal  finance.  Join  us  today. 


If  the  reply  card  has  been 

to:  The  Executive  Prograir 

N.J.  08075  to  obtain  mei      ;rsl  lip  inform 

an  application. 


kJ/w  ^(yMPeti  ^ouw  c7ta4uiwed 


iS&nvie  joax  ~\Dnam/)&rA 

Sisters.  Inheritance.  Father  James 
Cox,  poor  farm  boy  who  rose  to 
become  Ohio  governor,  Dem.  pres. 
nominee  1920,  built  vast  media 
empire;  died  1957.  Son  James  Jr. 
died  1974;  daughters  share  97% 
Cox  Enterprises  (13  dailies,  incl. 
flagship  Atlanta  Journal  and  Consti- 
tution). Also  41%  public  Cox  Com- 
munications (7  TV  stations,  12  ra- 
dio, cable,  etc.),  spun  off  1964  to 
avoid  antitrust  charges.  Barbara: 
Honolulu.  61.  Divorced,  widowed, 
remarried;  2  children.  Third  hus- 
band Garner  Anthony,  55,  chair- 
man both  firms;  she  runs  ranching 
interests  Hawaii,  Texas,  S.  Caroli- 
na, Australia.  Son  James  Kennedy 
publishes  Grand  Junction,  Colo, 
newspaper.  Anne:  64.  Divorced,  3 
children.  Noted  Atlanta  society 
hostess,  civic  leader;  first  Atlanta 
woman  bank  director  (1973);  also 
director  Coca-Cola;  ambassador  to 
Belgium  for  friend  Jimmy  Carter. 
Both  women  active  on  media 
boards.  Their  media  holdings  worth 
at  least  $1.4  billion. 


'pon/i  is/wm/idon  -Jovvance  Jfo- 

zDor^a/rvce  cfiuf  cftattu'ifon, 

cffojte  cSvill  van  c*Jeu)<e4t 

xJit&4aim  To .  'wo/tc&t Jr* . 

toAamotte  ^Do/fcet  II  eve* 

ijeovae  i  Hran ■>/trida<>  Jpr . 

\^l)iana  J'famwvj'u/qe  .    Yowet 

Uncle,  nieces,  nephews.  Inheri- 
tance. John  Jr.:  Gladwyne,  Pa.  65. 
Divorced,  widowed,  remarried;  3 
children  by  first  wife.  Father  John 
Sr.  got  Ph.D.  1897,  went  to  work  in 
Parisian  kitchens,  then  chemist  at 
$7.50/week  for  Campbell  Soup  Co. 
predecessoi.  Became  president 
1914  after  brilliant  idea:  take  water 
out  of  canned  soup.  Died  1930, 
leaving  5  children;  4  daughters  now 
deceased.  $129  million  estate  then 
3rd  largest  in  U.S.  Heirs  ov.  n  rough- 
ly 61%  Campbell  Soup;  half — pay- 
ing $23  million  annual  dividend — 
controlled  by  John  Jr.,  titular  chmn. 


since  1962.  Shy;  gives  much  anony- 
mously. His  shares  worth  $650  mil- 
lion; well  over  $300  million  divi- 
dends since  1930.  Net  worth 
should  well  exceed  $675  million. 
Niece  Dorrance:  Strafford,  Pa.  56. 
Married,  3  children.  Runs  house 
furnishings  shop;  likes  to  golf,  gar- 
den, travel,  fundraise.  Recently 
made  company  director.  Husband, 
Samuel,  60,  a  stockbroker.  Dor- 
rance's  sister  Hope:  Middletown, 
R.I.  50.  Married,  3  children.  Until 
recently,  ran  local  dress  shop;  hus- 
band John  involved  with  venture 
capital.  On  mother  Eleanor's  death 
1977,  each  daughter  inherited  7% 
Campbell  Soup  Co.  Cousin  Tris- 
tam:  Paoli,  Pa.  46.  Married,  3  chil- 
dren. Chairman  Cressona  Alumi- 
num Co.,  maker  aluminum  extru- 
sions. Other  investments.  His 
sister  Charlotte:  Ocala,  Fla.  and 
NYC.  Early  40s.  Married,  4  chil- 
dren. Husband  John  teaches  den- 
tistry at  Cornell  Medical  College. 
Both  breed  Thoroughbreds  in  Fla. 
Upon  death  of  mother  Ethel  1965, 
each  sibling  inherited  7%  Camp- 
bell; since  sold  some  to  diversify. 
Cousin  George:  Unionville,  Pa.  45. 
Married,  3  sons.  Bought  controlling 
stake  Delaware  Trust  Co.  1981 
from  several  du  Ponts.  Major  stake 
Tampa  Bay  Rowdies  (soccer)  1975- 
83.  Also  breeds  horses;  other  in- 
vestments; teaches  Latin  American 
history  at  Widener  College.  His  sis- 
ter Diana:  Coatesville,  Pa.  and 
Palm  Beach.  43.  Married;  2  sons,  1 
daughter.  Active  horticulturist;  her 
husband  Charles  a  lawyer.  Upon 
death  of  mother  Margaret  1953, 
each  sibling  inherited  some  7% 
Campbell.  With  stock,  other  assets, 
each  of  John  Jr.'s  nieces,  nephews 
worth  at  least  $150  million. 

(baqar  ,  /tt/e<i  znjvovumem 

Seagram  Co.  NYC.  55.  Divorced, 
annulled,  recently  divorced  again;  5 
children  by  first  wife,  2  by  third. 
Grandfather  Yechiel  left  Russia  for 
Canada  1889,  built  small  hotel 
chain;  father  Samuel  switched  to 
liquor  trading,  producing.  Business 
thrived  during  and  after  Prohibi- 
tion; added  oil  holdings  1960s.  "Mr. 
Sam"  died  1971;  split  huge  fortune 
among  4  children.  Only  Edgar  is 
I  r.S.  citizen  (from  1955);  now  CEO 
Montreal-based  Seagram  Co., 
world's  largest  distiller  (sales  $2.6 


billion).  Bronfmans  have  41%  Sea- 
gram; he  owns  16%.  Also  large 
stake  Cadillac-Fairview  (real  es- 
tate), other.  Active  philanthropist; 
heads  World  Jewish  Congress.  Net 
worth  at  least  $675  million. 

Waw&ri  (bawa&a  Jouite/t 

Stock  market.  Omaha.  54.  Married; 
2  sons,  1  daughter.  One  of  world's 
best  financial  minds:  "the  inves- 
tor's investor."  Bought  first  stock 
age  11,  sold  at  a  profit.  Studied  un- 
der late  Benjamin  Graham;  left  at 
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The  youngest  member  of  The 

Forbes  Four  Hundred  is  Abby 

Rockefeller  Simpson,  27. 

25  with  $100,000  to  launch  family 
investment  firm.  Dissolved  1969 
after  30-fold  increase,  no  down 
years.  Took  over  New  England  tex- 
tile firm  1965  (Berkshire  Hathaway 
Inc.);  now  diversified  holding  co. 
with  record  growth:  22%  com- 
pounded annual  rate  for  19  years. 
Disciplined;  uncanny  sense  of  tim- 
ing. "The  market,  like  the  Lord, 
helps  those  who  help  themselves." 
Supports  nuclear  disarmament, 
population  control;  prefers  burger 
and  Coke  to  gourmet  cuisine.  His 
45%  BH  worth  $665  million. 

.   (((/{on  zyefyie 

Petrie  Stores.  NYC  and  Southamp- 
ton, N.Y.  82.  Twice  divorced,  wi- 
dowed, remarried;  3  children.  Fa- 
ther came  from  Russia;  ran  pawn- 
shop; went  bust.  Milt  changed 
name  from  Petrovitzky;  opened 
first  clothing  store  Toledo  1927, 
others  with  1930s  federal  loans; 
into  bankruptcy  1937;  out  1938.  Big 
growth  in  shopping  centers;  also 
many  acquisitions  (latest:  Miller- 
Wohl).  Now  chain  over  1,300  wom- 
en's specialty  stores;  1983  sales 
$626  million.  Medium-priced; 
much  for  teens.  "Those  girls — 
they'll  live  on  hot  dogs  so  they  can 
spend  their  money  on  clothes." 
Works  mornings,  still  terrorizes 
staff;  plays  bridge  afternoons.  His 
63%  stake,  huge  dividends,  other 
assets,  worth  at  least  $610  million. 
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INALIXA  BUSINESS  PARTNER" 
.IVES  UP  TO  YOUR  EXPECTATION! 


Imagine  a  business  partner  that 
ids  up  well  under  pressure.  Carries  a 
(share  of  the  work  load.  Is  efficiently 

nized.  And  keeps  all  the  important 

s  in  place. 
I  If  you  can  imagine  all  that,  you've 
I  pictured  a  Ventura  Business  Partner.™ 
iiigned  and  crafted  with  an  almost 
[tical  devotion  to  quality,  each  must  be 
,le  one  at  a  time. 

i  All  our  briefcases  and  attaches  are 
j'red  in  the  finest  leathers, with  tailored 
riors  and  accessible  pockets.  All  are 
sptionally  strong  and  are  protected  by 
(ncommonly  long  warranty:  two  years. 

Shown  is  our  El  Dorado  attache.  It 
ures  lock-stitched  seams,  handmade 
dies,  and  steel  plates  to  reinforce  the 


VENTURA 


frame— an  added  precaution  no  one  else 
even  bothers  to  take. 


The  El  Dorado  is  also  built  with  an 
exclusive  24  karat  gold  plated  digital  lock. 
Simply  dial  your  own  preset  combination, 
touch  the  sensitive  lock,  and  the  case 
opens  automatically.  Swiftly.  Flawlessly. 

Ventura  Business  Partners  come  in 
an  assortment  of  shapes,  sizes  and  styles, 
just  like  the  executives  who  carry  them. 
Find  out  which  one  is  for  you.  Because 
with  business  as  tough  as  it  is,  it's 
comforting  to  know  at  least  your  Business 
Partner™  won't  let  you  down. 

Shown:  El  Dorado  slim:  Oxblood.  Also  in  Brown  and 
Black.  Business  Partners  from  $135  to $400.  Available 
at  better  stores  everywhere.  For  information  write: 
1  Ventura  Travelware,  Inc.,  L.I.C.,  N.Y.  11101. 


THE  LAST  STRONGHOLD  OF  LUGGAGE  QUALITY 


l    . 


■mii  :. 


The  Falcon  900. 12  tons  lighter,  1/3  more  efficien 
and  light-years  ahead  ofits  closest  competition 


A  clean  sheet  of  paper  and  a  clear 
>t  of  demands  enabled  us  to  redefine  the  state  of  the  art 

in  large-cabin  business  jets. 


Recently  Falcon  Jet  embarked 
on  the  most  ambitious  operator 
vey  in  corporate  aviation  his- 
y  comprising  all  facets  of  the 
ge-cabin  business  jet — from 
?in  design  to  operating  costs  to 
tintenance  concerns.  And  on 
y  18,  1984,  the  aviation  world 
tnessed  the  rollout  of  a  new 
ge-cabin  business  jet  that  would 
swer  these  demands — the  Falcon 
0.  And  a  new  era  in  large-cabin 
siness  jets  began. 

The  big  leap 

The  Falcon  900 's  "clean  sheet  of 
per"  design  carries  with  it  in- 
rent  advantages  over  would-be 
mpetitors. 

The  Gulfstream  IV,  for  instance, 
day  remains  essentially  a  1960's 

ign,  long  since  eclipsed  by  mod- 
el technologies  and  standards  of 
iciency 

The  most  striking  difference 
tween  these  two  airplanes  is  in 

and  weight.  Though  the  Falcon 
0  has  a  more  desirable  cabin  than 


"  Cabin  Height 


•  Gulfstream,  it  is  smaller  on  the 
tside,  providing  better  aerody- 
nics  and  a  more  streamlined 
>ign.  Further,  the  Gulfstream  is 
Tie  12  tons  heavier  than  the 
con  900,  and  requires  nearly 
ice  as  much  horsepower  to 
iver  comparable  performance. 
This  has  a  direct  bearing  on  the 
ative  efficiency  and  operating 
us  of  the  two  airplanes.  The 
Icon  900  is  an  airplane  that  can 
e  you  anywhere  in  the  world, 
iciently  Indeed,  the  Gulfstream 
is  projected  to  burn  one-third 
i  )refuel  than  the  Falcon  900, 


9  „-<'mK&nk 

May  18,  1984.  For  most,  another  day.  For  corporate  travelers,  another  era. 


even  on  a  long  flight  such  as  Dallas 
to  London.  And  the  Falcon  900  is 
extremely  efficient  at  lower  alti- 
tudes on  shorter  trips,  where  the 
Gulfstream  is  decidedly  not. 

Unequaled  headroom 

In  terms  of  cabin  comfort,  our 
survey  made  it  clear  that  height  was 
far  and  away  the  operators'  greatest 
concern,  and  the  Falcon  900  has 
more  headroom  than  any  other 
business  jet.  The  Falcon  900  s  cabin 
is  also  considerably  wider  than  the 
Gulfstream  s — both  at  the  floorline 
and  at  maximum  width. 

The  Gulfstream  IV  may  claim  a 
longer  cabin  than  the  Falcon  900, 
but  this  additional  length  is  essen- 
tially a  compensatory  measure.  It 
merely  recoups  passenger  space  lost 
to  equipment  installations  which,  in 
the  Falcon  900,  do  not  infringe  on 
the  cabin  environment. 


Falcon  peace  of  mind 

A  final  point  is  of  vital  importance 
to  all  concerned  with  the  safety  of 
intercontinental  flight.  The  FAA, 
under  FAR  121.161,  requires  that 
commercial  jet  airliners  be  equipped 
with  a  minimum  of  three  engines 
when  flying  more  than  one  hour 
from  an  adequate  airport — i.e., 
over  oceans,  desert  or  hostile  terrain. 
And  although  privately  operated 
jets,  by  law,  need  not  be  so  equip- 
ped, Falcon  Jet  believes  you  should 
be  assured  the  same  standards  of 
safety  when  purchasing  a  business 
jet  as  when  purchasing  an  airline 
ticket. 

The  Falcon  900.  Safety,  versatility 
efficiency  and  comfort  to  carry  the 
corporate  world  into  the  next 
century. 

For  more  information,  call  Roy 
Bergstrom  at  (201)  288-8479,  or 
send  us  the  coupon  below. 


'     Name/Title 
Company 
Address 

FalconJet 

Teterboro,  NJ  07608 

D  Please  send  more  i 

the  Falcon  900. 
□  I'd  like  to  arrange  c 

nformation  about 

i  sales  presentation. 
1 

! 

i 

Cirv 

State 

! 

I 

« 

Zip 

Now  flying 

Pho 
a 
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^Lee  ^  fuwma/i  kJoom 

Father  and  sons.  Oil,  investments. 
Fort  Worth.  Legendary  oilman  Sid 
Richardson  (d.  1959)  left  bulk  of 
estate  to  foundation,  rest  to  neph- 
ew Perry,  whose  mother  lent  Sid 
$40  to  start  in  oilfields  during  De- 
pression. Perry:  69;  married,  4  sons. 
Built  second-largest  private  oil  em- 
pire (after  Hunts),  stakes  in  nearly 
every  large  U.S.  field.  Helped  de- 
sign WWII  PT  boat;  navigated  Ted 
Turner's  World  Open  champion- 
ship win  1972.  Eldest  son,  Sid,  42; 
married,  2  children;  manages  fam- 
ily fortune.  Did  well  last  year:  Tex- 
aco bought  back  25.6  million 
shares  (9.7%)  for  $1.28  billion;  esti- 
mated profit,  $400  million.  Unsuc- 
cessfully sought  congressional  bill 
1984  to  allow  4  brothers  each  "to  go 
their  own  way,"  tax-free,  with 
share  of  family  assets.  Edward,  39, 
single.  Robert,  36,  married,  2  chil- 
dren. Lee,  28,  married,  no  children. 
All  4  Yale  graduates.  Family  for- 
tune must  well  exceed  $3  billion: 
vast  stock  portfolio;  real  estate;  oil, 
gas  reserves;  hotels,  etc.  "Most  peo- 
ple, it  seems,  are  not  sure  what  they 
look  like." 


'J  ata  *  l  let  to 


The  oldest  memb     of  'he 

Forbes  Four  Hundret  is  Helen 

Clay  Frick,  95. 


Inheritance.  Upperville,  Va.  77. 
Widowed,  remarried;  2  children  by 
first  marriage  (see  Timothy  Mellon, 
Catherine  Conover).  Inherited  some 
$250  million  from  father  Andrew 
(legendary  financier,  U.S.  Treasury 
Sec'y  1921-32;  d.  1937).  After  Yale, 
3  years  at  family's  Pittsburgh  bank; 
left  to  pursue  art  collection,  En- 
glish literature,  fox  hunting,  Thor- 
oughbreds. Major  philanthropist: 
$100  million  British  art  to  Yale; 
East  Wing  1978  to  National  Gal- 
lery, Washington,  D.C.  (founded  by 
father,  opened  1941);  much  more. 
Ran  gallery  from  1963,  still  chair- 
man. Genteel  lifestyle  on  4,000- 
acre  estate.  Net  worth  well  hidden, 
believed  to  exceed  $600  million. 


cffehA&n  zDavtAOM,  cfdecMet \Jv. 

cf'tejin&n  ^a^wion  c/oeeAfat  3*. 

Engineering,  construction.  San 
Francisco.  84,  59.  Father:  married,  2 
children.  Son:  married,  5  children. 
Warren  A.  Bechtel  started  railroad 
construction  firm  1898  in  Oklaho- 
ma, moved  to  San  Francisco  1917. 
Son  Stephen  Sr.  expanded  from 
moderate  size  to  global  giant  build- 
ing mammoth  projects  (Hoover 
Dam;  Alaskan  pipeline;  Washing- 
ton, San  Francisco  subways).  Jr. 
took  over  1960,  expanded  nuclear 
plant  construction,  added  airports. 
Estimated  world  revenues  this  year 
approaching  $10  billion.  Profits 
probably  about  $200  million: 
"They're  not  just  a  private  com- 
pany. They're  a  private  country." 
Several  top  execs  tapped  by  Reagan 
for  high-level  posts  (incl.  Shultz, 
Weinberger).  Also  2  huge  invest- 
ment branches:  company's  Bechtel 
Investments,  family's  Sequoia  Ven- 
tures. 2  sons,  2  sons-in-law  of  Jr.  in 
business.  Sr.  and  Jr.  control  family 
fortune,  Bechtel  Group,  Inc.;  worth 
more  than  $1.2  billion. 

y<vne  c/Sancw-it \dovk 

Inheritance.  Cohasset,  Mass.;  Sara- 
sota, Fla.  72.  Thrice  widowed,  once 
divorced;  3  children.  Grandfather 
Clarence  Barron,  Boston  tycoon, 
bought  Wall  Street  journal,  Dow  tick- 
er 1902  from  Charles  Dow,  Edward 
Jones.    Started   Barron's    1921    (d. 


1928).  Fortune  passed  to  daughter 
Jane  (d.  1949),  then  to  3  grandchil- 
dren. Jane  survives,  shares  56%  Dow 
Jones  &  Co.  with  2  other  branches 
(see  W.  Cox,  Bancrofts).  Once  played 
summer  stock  with  Bogart;  now  shy, 
philanthropic.  Dow  director  from 
1950;  upholds  family's  hands-off 
style.  Fortune,  tangled  in  trusts,  ex- 
ceeds $600  million. 

Jfaetc  JKemC  Xooo/ce 

Real  estate,  cable  TV,  publishing, 
sports.  Middleburg,  Va.  71.  Twice 
divorced,  2  children  by  first  wife. 
Father's  thriving  picture-frame 
business  Canada  wrecked  by  De- 
pression. Young  Jack  sold  encyclo- 
pedias door-to-door,  then  soap, 
then  radio  stations/newspapers 
with  magnate  Lord  Roy  Thomson. 
Naturalized  1960  by  act  of  Con- 
gress; retired  for  6  months,  got 
bored.  Built/bought/sold  Los  Ange- 
les Forum,  2  L.A.  teams.  Also  Tele- 
prompter:  Family's  14% -plus 
brought  over  $100  million  in  1981 
sale.  Paid  $92  million  1979  for 
Chrysler  Bldg.,  NYC;  now  worth 
triple  that.  Other  property  NYC, 
Phoenix,  D.C.  area.  Jack's  apple: 
86%  football  Redskins.  Net  worth 
in  excess  of  $600  million. 


JamMei  \buw6is 
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Johnson  Wax.  Racine,  Wis.  56.  Mar- 
ried, 4  children.  Great-grandfather 
founded  firm  1886;  Depression 
fended  off  (no  layoffs)  by  Glo-Coat 
floor  wax.  Sam  became  new-prod- 
ucts director  1955,  urged  nonwax 
items  (Raid,  Glade).  Took  over 
1967,  4th-generation  Johnson  to 
run  S.C.  Johnson  &.  Son.  Still  diver- 
sifying: personal  care  (Edge,  Agree), 
fishing  &  camping  equipment 
1970s.  Now,  over-counter  drugs.  "I 
guess  I'm  still  essentially  a  new- 
products  guy  at  heart."  Also  very 
private;  grooming  5th  generation  to 
follow.  Controls  family's  60%  of  $2 
billion  sales  firm  (see  also  J.  Louis 
Jr.),  worth  at  least  $600  million. 

II  tl/iam  eft '.  t  ilt/ia-*a 

ComputerLand.  Oakland,  Calif.  52. 
Married,  3  daughters.  College  drop- 
out; chief  of  data  processing  for  Ala- 
meda County  (Calif.)  1961;  gained 
reputation  computerizing  govern- 
ment operations.  Worked  for  IBM, 
city  of  San  Francisco,  had  2  small 
software/consulting  firms.  Saw  po- 
tential for  retailing  personal  com- 
puter, opened  first  ComputerLand 
1976.  Now  670  franchises  world- 
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The  only  thing  that  beats  making  a  fortune 
is  making  another  one. 


rc=:-5 


Finally,  a  bank  that  understands  the 
successful  entrepreneur — Citibank  Private 
Banking  and  Investment. 

Our  account  managers  share  our  clients' 
entrepreneurial  spirit.  In  major  cities  around 


the  country,  they  use  their  experience  and 
authority  to  respond  quickly  and  conl 
tially  to  complex  and  unusual  needs 
lending  against  illiquid  assets  to 
ing  complicated  trusts. 

A      I  i 
PRIVATE  BAN 


©  1984  Citibank,  NA  Member  FDIC 


FLUENT  IN  THE  WAYS  Ol 


• 


kJ/w  K^owbeti  ^oaw  (^vtc^yd^ed 


wide,  negotiating  outlets  in  Peking. 

1983  sales:    $1    billion.    Projected 

1984  sales:  $2  billion.  Corp.  takes 
8%  of  gross,  franchising  fees;  store 
owners  pressuring  to  go  public. 
Millard  owns  97%,  worth  at  least 
$600  million.  "Anybody  in  the  in- 
dustry had  the  opportunity  to  ob- 
serve this  phenomenon." 

Broadcasting,  publishing,  real  es- 
tate. Oklahoma  City.  65.  Married,  4 
children.  Long  in  shadow  of  father 
E.K.,  who  bought  into  Daily  Oklaho- 
man  1903,  became  one  of  state's 
most  powerful  figures.  He  died  at 
age  101  (1974);  E.L.  runs  diverse 
empire:  2  newspapers,  7  TV  sta- 
tions, radio,  a  farm  journal,  Hee 
Haw  TV  show,  real  estate,  trucking, 
some  oil  and  gas.  Bought  Nash- 
ville's Grand  Ole  Opry  1983  for  es- 
timated $250  million  (now  "Opry- 
land  USA"),  incl.  theme  park, 
stage,  hotel  on  432  acres.  Lives 
modestly;  hunts  quail.  With  fam- 
ily, has  majority  Oklahoma  Pub- 
lishing Co.  Net  worth  at  least  $600 
million.  "We  wouldn't  want  to  sell 
it  anyway,  so  it's  just  academic." 

KDavfii  c£evow  KDamion 

Entrepreneur.  Minneapolis.  70. 
Married,  2  daughters.  Son  of  poor 
Swedish  immigrants.  During  De- 
pression, sold  soap  for  Procter  & 
Gamble  while  getting  grocers  to 
use  his  Gold  Bond  trading  stamps. 
Went  national  after  1952.  Before 
stamps  became  passe  diversified 
into  one-man  conglomerate.  To- 
day, $2  billion  sales  Carlson  Cos.: 
250  Country  Kitchen  restaurants 
(just  took  TGI  Friday's  public); 
manages  35  Radisson  hotels,  19  re- 
sorts, etc.  Over  50%  of  sales  from 
marketing  group  (incentive  pro- 
grams, 350  travel  agencies).  Tough, 
but  top  execs  walk  away  million- 
aires. "You  have  to  keep  a  little 
tension  in  the  air."  Net  worth  over 
$600  million. 

Ifillia/m    II  a  //< .        a  ,-<i  /A    %* . 

Real  estate.  Dallas.  72.  Married,  4 
children.  Grandfather  i  pened  gen- 
eral store  1849,  used  tii  ngs  to  buy 
land,  amassed  cotton  plan  t  a  I  ion .  Fa- 
ther, increased  acreage  .  near 
30,000,  sank  into  debt.   1 i      \i  it 


over  to  Will  Jr.  1939,  who  has  been 
developing  and  selling  it  ever  since. 
Former  family  ranch  now  known  as 
North  Dallas.  Also  other  Texas 
land,  developing  Florida  real  estate. 
Holdings  mostly  in  names  of  chil- 
dren, 2  nephews,  but  controls  for- 
tune worth  at  least  $600  million:  "I 
ain't  talkin'."  Principal  sorrow:  All 
6  inheritors  are  uninterested  in 
managing  fortune  or  unable  to. 


^etwat 
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Oil,  real  estate.  Houston  65.  Mar- 
ried, 10  children.  Son  of  Greek  im- 
migrant, sold  stationery  and  bussed 
tables  to  complete  Texas  A&M 
1940.  Became  freelance  geologist 
for  "eating  money"  plus  piece  of 
the  action.  Assembled  pieces  into 
Mitchell  Energy  &  Development. 
From  mid-1960s  put  much  of  prof- 
its into  government-backed,  mas- 
sive 25,000-acre  planned  communi- 
ty, The  Woodlands,  north  of  Hous- 
ton; owned  by  company.  Popu- 
lation 18,000;  expect  185,000.  His 
62%,  other  assets,  worth  at  least 
$590  million.  Wants  his  10  chil- 
dren unspoiled:  "We  pay  for  their 
education,  and  we  give  them  a  car 
and  maybe  1,000  shares  of  stock 
when  they  graduate.  That's  it." 

■^Lawrence  S/u///  xJt6cn 

Brothers.  Loews  Corp.  Started  1946 
with  father's  resort  in  Lakewood, 
N.J.;  had  12-hotel  chain  by  1955; 
gained  control  of  Loews  by  1960. 
Today,  extremely  profitable  $5.3 
billion-revenue  conglomerate  (ho- 
tels, theaters,  insurance,  securities, 
cigarettes).  Larry:  NYC  and  Rye, 
N.Y.  61.  Married,  4  sons.  Consid- 
ered behind-scenes  financial  whiz. 
Bob:  NYC  and  Harrison,  N.Y.  58. 


71  members  of  The  Forbes  Four 

Hundred  have  fortunes  derived 

principally  from  real  estate. 


Married;  2  sons,  1  daughter.  Acts  as 
front  man,  troubleshooter,  said  to 
travel  over  120,000  miles/year,  vis- 
iting firm's  properties.  Both  use 
"candy  store"  management  style: 
first-name,  free-flowing  communi- 
cation; modest  headquarters;  dis- 
like memos.  Well  regarded  on  Wall 
Street  as  canny,  cash-flow-and-fun- 
damentals  investors.  Generous: 
millions  to  NYU  (Tisch  School  of 
the  Arts).  Inseparable:  Live  close 
together,  dine  together,  share  ten- 
nis, share  limousine,  share  44% 
Loews  Corp.  With  vast  holdings 
real  estate,  share  fortune  worth 
more  than  $1.1  billion. 


*£e<maw<l  ^y'vo>, 
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Pet  supplies,  real  estate.  NYC.  46. 
Divorced,  3  children.  Father  Max 
emigrated  from  Germany's  Harz 
Mountains  with  2,100  canaries; 
started  pet  business  1926  as  Hartz 
Mountain  Corp.  Leonard  earned 
M.B.A.  at  night;  took  over  ailing 
firm  at  21  (1959);  expanded  sales; 
took  public,  then  private  again 
1979.  Antitrust  trouble:  Settled  late 
1970s  for  over  $40  million.  Com- 
pany admitted  1984  to  obstructing 
justice  (had  employees  lie  under 
oath,  trash  evidence)  over  accusa- 
tions of  hiring  hookers,  bribery, 
antitrust,  more.  Deal  reached:  firm 
fined  $20,000,  grand  jury  probe  end- 
ed. Cynical;  tough;  press-shy.  Firm 
is  pet  industry  leader.  With  im- 
mense N.J.  real  estate,  net  worth  is 
at  least  $550  million. 

Stymujt  cOeiev  cOenef 

Oil,  real  estate.  NYC.  77.  Widowed, 
remarried;  3  children,  2  stepchil- 
dren. Polish-born.  Quit  making 
sleeping  bags  for  Army  1952,  got 
into  oil,  gas.  Went  public  as  Belco 
Petroleum  Corp.  1959.  Got  nearly 
all  crude  oil,  half  profits  from  Peru; 
also  domestic  natural  gas,  coal 
mining.  With  family,  owned  some 
45%  until  1983  friendly  takeover 
by  InterNorth  Inc.  Now,  nearly 
$300  million  InterNorth  preferred 
stock.  Arthur  chairman  emeritus, 
son  Robert  president  Belco.  One 
son-in-law,  Jack  Saltz,  senior  v. p. 
Belco;  other,  Lawrence  Ruben,  co- 
manages  family's  vast  NYC  real  es- 
tate holdings.  With  family,  mini- 
mum net  worth  $550  million. 

Shopping  centers.  Youngstown, 
Ohio.  66.  Married;  1  son,  1  daugh- 
ter, both  in  business.  At  age  13, 
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In  the  tailors' workrooms  of 
Kilgour,  French  &  Skinbury, 
a  British  tradition  corxtinaes  at 
NQ«  Sauk  Rdiv. 


Kilgour,  French  &  Stanbury,  building  on 
a  history  of  personal  service  to  royalty,  - 
now  offers  the  superior  qualities  of  cus- 
tom tailoring  enhanced  by  ready-to-wear 
convenience.  This  is  clothing  of  classic    , 
substance,  the  pride  and  pleasure  of 
British  style. 
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wrote  bids  for  Italian-speaking 
stepfather,  a  paving  contractor. 
Plunged  1949  on  untested  idea 
most  banks  feared  to  lend  on:  sub- 
urban shopping  centers.  Plunged 
again  on  giant  regional  malls  1960s. 
Total  development  about  60  mil- 
lion sq.  ft.;  49  major  malls.  Also 
owns  banks,  oil,  3  racetracks,  ho- 
tels, sports  teams.  Starts  18-hour 
workdays  by  6  a.m.  Aide:  "The 
stragglers  come  in  at  8."  Recently 
riled  NFL  by  buying  USFL  Pitts- 
burgh Maulers  (pun  on  "mall"); 
even  though  son  owns  San  Francis- 
co 49ers.  Minimum  net  worth: 
$550  million. 

Inheritance.  Winrock  Farm,  Ark. 
36.  Divorced,  3  children.  Great- 
grandson  of  oilman  John  Davison 
Rockefeller  and  son  of  "black 
sheep"  Winthrop  (1912-73)  of  third 
generation  Rockefellers,  who  fled 
to  Arkansas  (some  say  to  escape 
gossip  over  1954  divorce  from  Bar- 
bara "Bobo"  Sears);  became  two- 
term  governor.  Win  Paul  suspended 
from  Oxford  after  first  year.  Inherit- 
ed father's  mountaintop  home,  but 
50,000-acre  ranch  and  farm  empire 
went  to  charity.  Progressive  farmer; 
rare  public  appearances  confined  to 
fundraising  events.  Net  worth  be- 
lieved to  exceed  $550  million, 
mostly  in  family  trusts.  (See  also 
other  Rockefellers,  A.  Dayton,  Ferry, 
Morgan,  A.  O'Neill,  Roberts,  Simpson, 
Thorn.) 

Inheritance.  La  Jolla,  Calif.  56.  Di- 
vorced, widowed;  1  daughter.  Third 
wife  of  Raymond  Kroc,  milkshake 
machine  salesman  who  built 
McDonald's  Corp.  into  world's 
largest  food  service  company  (d. 
1984).  Both  were  married  when  met 
in  St.  Paul  restaurant  1956  (she  was 
the  organist);  wed  1969.  "I  had  real- 
ized that  no  other  man  in  the  world 
ever  loved  me  as  much  as  this  guy 
did.  He  was  my  destiny."  Launched 
Operation  Cork  1976:  aid  for  alco- 
hol, drug  abuse;  foundation  also 
helps  abused  and  disabled  children. 
Inherited  McDonald's  Corp.  stake 
(now  10%,  after  recent  stock  sales); 
also  San  Diego  baseball  Padres  (run 
by  son-in-law).  Net  worth  exceeds 
$525  million. 


zDaniel  Jx&i/k  oLMawia 

Shipping,  real  estate.  NYC.  87.  Di- 
vorced, remarried  1938;  1  daughter 
by  first  marriage,  2  stepchildren. 
"Father  of  the  supertanker."  Son  of 
Michigan  real  estate  agent;  quit  jr. 
high  school,  borrowed  $5,000  age 
19  to  convert  old  steamer.  Hauled 
molasses,  then  oil.  Scheme  perfect- 
ed 1930s:  Get  charter  to  move  oil, 
use  as  collateral  to  borrow,  build 
tanker;  repeat.  Owned  world's 
third-biggest  fleet   (over   75);   Na- 


74  members  of  The  Forbes  Four 

Hundred  have  fortunes  derived 

principally  from  oil  and  gas. 

tional  Bulk  Carriers  now  one-sixth 
of  that.  Added  vast  real  estate, 
banking,  mining,  oil  and  gas;  much 
since  sold.  In  constant  back  pain 
since  ship  explosion  1920s.  Gruff; 
reclusive.  Few  friends,  no  hobbies, 
no  comment.  Foreign  assets  (ship- 
ping, real  estate,  oil  and  gas),  worth 
maybe  $1.5  billion,  run  by  D.K., 
owned  by  principal  heir,  his  Zurich 
cancer  institute.  Retains  U.S.  assets 
(mostly  S&Xs,  NYC  real  estate), 
worth  in  excess  of  $500  million. 

^rcw><edt  fec/tva&d \fuz>KL  eft. 

Candy.  Frank  and  Ethel  Mars  sold 
candy  from  their  kitchen  1911; 
opened  factory;  struck  gold  with 
Milky  Way,  Snickers  1920s.  Frank 
financed  son  Forrest's  British  candy 


venture  to  keep  him  distant  (d. 
1934).  Forrest  Sr.:  Las  Vegas.  80. 
Married,  2  sons,  1  daughter.  Built 
empire  overseas,  returned  1940, 
added  M&M  Candies,  Uncle  Ben's 
Rice;  got  control  all  operations 
1964.  Mars,  Inc.  now  world's  larg- 
est confectioner  (also  pet  foods, 
coin  machines,  etc.);  sales  over  $3 
billion;  nearly  40%  U.S.  candy  mar- 
ket. Supersecretive:  Execs  keep  qui- 
et if  they  value  jobs  (also  punch 
time  clocks).  Sr.  now  runs  small 
Vegas  chocolate  factory  started  in 
retirement.  Forrest  Jr.:  McLean,  Va. 
53.  Married,  3  or  4  daughters.  Short, 
stocky,  secretive  like  father,  but  be- 
lieved to  be  more  congenial.  Once 
ran  Dutch  subsidiary,  now  regarded 
as  CEO.  John:  Arlington,  Va.  49. 
Married;  1  son,  1  daughter.  Strong- 
willed;  may  have  inherited  father's, 
grandfather's  autocratic  manners. 
Began  with  Australian  operations, 
now  co-president.  Forrest  Sr.  visi- 
ble "in  spirit  and  by  telephone," 
but  3  said  to  share  control  of  com- 
pany worth  more  than  $1.5  billion 
(much  in  trusts). 

Industrialist.  Pittsburgh.  65.  Mar- 
ried, 4  children.  Son  of  Pittsburgh's 
J.H.  Hillman  Jr.,  a  coal  broker  who 
started  mining  1913.  One  of  few  to 
stand  up  to  the  Mellons  in  their 
heyday.  Henry  joined  business 
1946.  On  father's  death  1959  inher- 
ited fortune  based  on  minority  po- 
sitions in  heavy  industry.  Now  en- 
tirely different  portfolio:  venture 
capital  in  high-tech  medical  and 
electronics;  diverse  real  estate  de- 
velopments. "When  times  change, 
you  have  to  change."  Also  Trail- 
ways,  Inc.  bus  company.  With  the 
Hillman  Co.,  other  holdings,  net 
worth  exceeds  $500  million. 

,c//i/'fn/>  .    \fcnota<i  J ritxtcew 

Father  and  sons.  Financiers.  Chica- 
go area.  A.N.:  88;  widowed,  remar- 
ried; 3  sons  (1  deceased).  Father  Ni- 
cholas emigrated  from  Russia, 
started  Chicago  law  firm  1902. 
A.N.  joined  early  1920s,  soon  de- 
veloped keen  eye  for  Depression 
real  estate;  by  1940  too  busy  with 
investments  to  accept  new  legal 
clients.  Son  Jay:  62;  married,  5  chil- 
dren (1  deceased).  Son  Robert:  58; 
divorced,  remarried;  5  children. 
Dominate  family  empire;   Jay  as 
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here  are  only  10  people  in  the  world  who  know  how 
to  make  the  Rolls-Royce  grille* 


du  don't  know  Dennis 
[ones.  Pity.  Because  Dennis 
ne  of  the  few  men  still 
king  on  this  earth  who  can, 
i  good  conscience,  call 
jnaselves  master  craftsmen 
jhe  old  school. 
jDennis  Jones  is  a  man  who 
j;  his  extraordinary  skill  to 
Hcally  sculpt  by  hand  a  fair 
>unt  of  cold  steel  into  the 
kling  silver  grille  of  the 
st  motor  car  in  the  world. 


the  Rolls-Royce. 
Dennis  will  slowly  and 
fully  work  on  a  Rolls-Royce 
ie  for  days.  And  in  the  end, 
n  unobtrusive  corner 
de  the  grille,  where  it  may 
er  be  seen  by  another 
lan  being,  he  will 
his  initials.  A  sign 
)ride  in  his  work. 


A  celebration  of  a  job  well- 
done. 

Dennis  Jones  typifies  the 
small  band  of  rare  craftsmen 
who  practically  hand  build 
the  Rolls-Royce. 

This  is  why  we  can  say  with 
out  hesitation:  While  ordinary 
cars  may  come  in  and  out  of 
vogue,  the  Rolls-Royce  lives 
forever. 

It  lives  forever 
because  there  are 
craftsmen  with 
the  skills 


and  dedication  of  a  Dennis 
Jones  working  on  every  inch  of 
every  Rolls-Royce.  Craftsmen 
who  lovingly  assemble  the 
Rolls-Royce  engine  by  hand. 

The  Rolls-Royce  you 
acquire  today  combines  the 
skill  of  these  master  craftsmen 
along  with  the  most  recent 
technological  advances  of 
this  day. 

In  the  end,  the  work  of  all 
these  craftsmen  will  produce 
a  motor  car  that  Charles 
Stewart  Rolls  or  Frederick 
Henry  Royce  would  be  proud 
to  have  bear  their  names. 

A  motor  car  to  be  driven 
into  the  next  century  by 
someone  of  great  accomplish- 
ment who  believes, 
"I  give  the  world  my 
best,  I  desire  its  best 
in  return.  I  drive  the 
Rolls-Royce." 


ROLLS 


R 


ROYCE 


Rolls-Royce.  Simply  the beSmororHnrnthe  wot 


For  information,  contact  your  local  authorized  dealer  or  the  national  Rolls-Royce  office  (201-460-7800).  ©  Rolls-Royce  !  ! 
lames  "Rolls-Royce"  and  "Silver  Spur"  and  the  mascot,  badge,  and  radiator  grille  are  registered  trademarks,  as  are  the  Bentl   ,  .   ■  and  badge. 


^Jhe  ^rcyMPeb  ^otw  {TUwvdited 


brilliant  "deal  man,"  buying  trou- 
bled firms  at  discount  for  engineer 
Bob  to  repair.  Key  holding:  $3  bil- 
lion sales  Marmon  Group,  umbrel- 
la for  over  65  manufacturing  cos. 
Classic  Graham  and  Dodd  modus: 
Look  at  assets,  cash  flow,  liquidity, 
the  basics.  Family  has  immense 
borrowing  power.  Secretive,  but  na- 
tionally visible  from  late  1960s  as 
builders  Hyatt  hotels  using  unique 
atrium  designs;  today  75  U.S.  ho- 
tels, 42  abroad  (some  20%  to  25% 
equity).  Also  McCalis  magazine,  ca- 
sinos, vast  real  estate  and  timber, 
etc.  Lately  trying  to  revive  Braniff 
International.  Chicago's  eminences 
grises-,  control  fortune  worth  over 
$1.5  billion.  A.N.:  "On  Saturdays,  a 
good  Catholic  goes  to  confession.  I 
go  to  the  First  of  Chicago." 

Inheritance,  oil,  sports.  Dallas.  52. 
Divorced,  remarried;  4  children. 
Youngest  of  H.L.  Hunt's  "first  fam- 
ily" (see  other  Hunts,  Hill,  Scboellkopf. 
"Second family":  see  Ray  Lee  Hunt,  et 
al).  He  and  children  share  in  oil 
trusts:  19%  Placid  Oil,  19%  Hunt 
Energy.  Personal  business  interests 
mainly  sports:  cofounded  Ameri- 
can Football  League;  owns  Kansas 
City  Chiefs,  other  sports  clubs;  also 
K.C.  amusement  park.  Says  devotes 
most  time  to  World  Championship 
Tennis,  Inc.  "I  made  the  mistake  of 
getting    involved    in     too    many 
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things."  Lives  frugally:  Flies  com- 
mercial, usually  wears  same  suit; 
avid  gardener.  Caught  up  in  brother 
Bunker's  silver  bubble  1980  ("I'm 
not  very  good  at  business").  Esti- 
mated net  worth  over  $500  million. 


& 
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Real  estate.  Dallas.  70.  Married,  6 
children.  Before  WWII  a  bank  teller, 
then  CPA.  Built  warehouse  in  Dal- 
las 1948.  "After  that,  we  just  got 
less  and  less  small."  Now  nation's 
biggest  developer;  $1.5  billion  con- 
struction starts  1983;  18  million  sq. 
ft.  office  space;  total  assets  $6.5  bil- 
lion; all  with  partners.  Other  highly 
leveraged  projects  separate  from 
Crow  Co.  Narrowly  averted  disas- 
ter in  1974  real  estate  crunch.  Un- 
deterred: "Don't  sell.  Tough  it  out, 
tough  it  out,  tough  it  out."  Com- 
pleting 1.5-million-sq.-ft.  Dallas 
computer  mart,  planning  another 
for  Times  Square  (NYC).  Estimated 
net  worth:  more  than  $500  million. 

Real  estate.  Newport  Beach,  Los 
Angeles,  NYC.  52.  Twice  divorced, 
3  children.  Son  of  late  Hollywood 
producer  Milton  Bren,  stepson  of 
actress  Claire  Trevor.  To  college  on 
skiing  scholarship,  lost  bid  for  1956 
Olympics.  Built  first  house  1958; 
expanded  rapidly  in  Calif,  suburban 
exodus.  Built,  sold  Mission  Viejo. 
Sold  home-building  firm  to  Interna- 
tional Paper  for  $35  million  1969; 
bought  back  1972  for  $18  million. 
Joined  Irvine  Ranch  buyout  1977. 
Added  to  Irvine  Ranch  holdings 
1983  in  one  of  largest  real  estate 
deals  ever,  now  has  92%  of  firm 
owning  68,000  acres  Orange  Coun- 
ty, Calif.;  over  $600  million  added 
liabilities  from  buyout.  Handsome; 
shy;  secretive.  Athletic:  tennis 
mornings,  skis  weekends.  Net 
worth  should  exceed  $500  million. 
Others  claim  much  higher;  Bren 
lately  upped  IP  stake  to  4.9%. 

S$.  S$lp<ea '  ,J ottoman, 

Real  estate,  art.  Bloomfield  Hills, 
Mich.;  Palm  Beach.  59.  Divorced, 
remarried  (former  Miss  Israel);  3 
children.  Immigrant  father  was 
small  builder.  Al  started  own  on 
$5,000  loan  1950.  Built  shopping 
centers,-    went   large   scale    1960s. 


Now  owns  75%  of  21  big  centers; 
manages  more.  Cash  flow  mystery: 
"The  banks  don't  even  know."  Led 
Irvine  Ranch  buyout  1977;  huge  re- 
turn when  resold  to  D.  Bren  (which 
see),  invests  much  with  pals  H.  Ford 
II,  M.  Fisher  (which  see).  Has  80% 
Michigan  Panthers  (USFL);  60% 
Sotheby's;  100  movie  screens;  800 
fast  food  outlets  (franchised);  other 
art;  stocks.  For  exercise,  boxes  at 
home.  Net  worth  should  surpass 
$500  million.  Al:  "I  don't  have  a 
clue." 


^Leitie  (Tie&ve&t  fy\ 


earner 


The  Limited,  Inc.  Columbus,  Ohio. 
47.  Single.  Quit  law  school  to  work 
in  father's  clothing  store;  quit  that 
after  clashing  over  market  strategy. 
Borrowed  $10,000  to  do  it  his  way 
1963:  segment  market,  sell  sports- 
wear to  young  women.  First  year's 
sales  $159,000.  Now  1,100  special- 
ty apparel  shops;  half  are  aimed  at 
fashion-conscious  career  women 
ages  20  to  40;  sales  passed  $1  billion 
1983.  Avid  skier;  art  lover;  budding 
takeover  artist?  Bought  Lane  Bry- 
ant, others,  1982;  tried  for  Carter 
Hawley  Hale  1984.  Mother  Bella  is 
corp.  sec'y,  director,  adviser.  With 
immediate  family,  net  worth  just 
over  $500  million.  "People  look  at 
me  differently  now." 

zzJaitia  eft.  ^fuiwioc/c 

Real  estate,  acquisitions.  Bel  Air, 
Calif.  61.  Divorced,  remarried;  3 
children  by  second  wife.  High 
school  dropout.  Built  homes  Phoe- 
nix, Ariz,  after  WWII;  parlayed 
$100  million;  saved  $13  million 
from  1963  collapse.  Then  to  Cali- 
fornia: real  estate,  small  compa- 
nies. "When  everyone  sees  it's  a 
good  investment,  it's  time  to  sell." 
Currently  buying.  Cannon  Mills  for 
$413  million  in  1982,  bank  fi- 
nanced; 35%  Flexi-Van  1983.  Was 
largest  shareholder  Occidental  Pe- 
troleum (5%);  reported  tension 
with  Chairman  Armand  Hammer 
(which  see),  company  bought  him 
out  1984  for  $194  million  when 
market  value  was  $135  million. 
Also  brick,  water,  warehouse,  an- 
tiques cos.  Former  Nixon  aide  H.R. 
Haldeman  a  v.p.  in  real  estate  firm. 
Net  worth  believed  to  exceed  $500 
million. 

Potatoes.  Boise,  Idaho.  75.  Di- 
vorced, remarried;  4  children  by 
first  wife.  After  quarrel  with  father, 
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BREAKTHROUGH 
TO  EXCELLENCE 


Tb«  TO  lul  Pen'onnaoce  Program 


Dr.  Denis  E. 
Waittey 


~<T\      Dr.  mini. 


With  the  latest  and  best  in  business  and  video 
a)  The  behind-the-scenes  story  of  Braniff 
Airline's  downfall,  b)  An  expert's  tips  on 
becoming  a  street-smart  executive,  c)  The 
hottest  new  guide  to  buying  stocks  that 
go  up.  d)  Everything  you  always  wanted 
to  know  about  stocks  —  on  video-cassette. 


With  the  newest  in  fiction,  computers  and 
audio  —  e)  A  powerful  saga  of  the  private  life 
and  loves  of  Prince  George,  f )  A  brilliant  tale  x 
of  mystery  and  intrigue,  g)  A  complete  catalog;  I 
of  software  and  accessories,  h)  An 
integrated  audio  cassette  program  for 
physical,  nutritional  and  mental  fitness. 
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Check  the  yellow  pages  for  the  one  nearest  you. 
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Show  her  she's  the  reason 
getting  there  was  half  the  fun. 
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The  ring  shown  features  a q 
prepared  an  informative  broi 
Dept.  C,  1345  Avenue  of  the  A 


A  quality  diamond  of  a  carat  or  more. 

Quality.  It's  as  important  in  diamonds  as  in 
anything  else  you  own.  It's  especially  important 
in  diamonds  of  a  carat  or  more. 

Extraordinary.  One  of  nature's  most  perfect  gifts 
is  also  the  hardest  natural  gemstone  known  to  man. 
It's  spectacular.  Impressive.  And  rare. 

In  order  to  understand  quality  in  diamonds, 
one  must  understand  the  4C's:  Cut,  Color,  Clarity 
and  Carat-weight.  It  is  the  ^characteristics  that 
determine  the  value  of  a  diamond. 

Your  jeweler  is  the  expert  where  diamonds  are 
concerned.  He  can  show  you  diamonds  of  a  carat  or 
more  of  such  exceptional  quality  as  to  please  even  th 
most  discriminating  tastes.  Give  her  the  ultimate. 
A  quality  diamond  of  a  carat  or  more. 

A  diamond  is  forever. 


rats:  Since  this  isn't  the  kind  of  purchase  you  make  every  day,  we've 
the  right  decision.  For  your  copy,  send  $2.00  to  Diamond  Information  Center, 


AVAILABLE  AT  THESE  STORES: 


ALABAMA 

Cluxton's  Jewelry,  Athens 

Doug  Doggett  Jewelers, 

Cullman 
Jimmy  Smith  Jewelers, 

Decatur 
Bradshaw's  Jewelers, 

Dothan 
Johnston  Jewelry,  Eufala 
The  Diamond  Shop, 

Florence 
J.  Caudle  &.  Co., 

Huntsville 
Robinson  Skyline  Jewelers, 

Mobile 
Lou's  Quality  Jewelers, 

Mobile 
J.  Caudle  &  Co.,  Scottsboro 
ARKANSAS 
Hawkin's  Jewelers, 

Camdem 
Antoon's  Jewelers,  EI 

Dorado 
Hawkin's  Jewelers,  El 

Dorado 
Perry's  Jewelry,  Fayetteville 
Lauray's  Diamond  Center, 

Hot  Springs 
Holly-West,  Little  Rock 
Murphy's  Jewelers, 

Magnolia 
Higgins  Jewelry. 

Paragould 
Gray's  Jewelers, 

Texarkana 
Jewelry  Nook,  West 

Memphis 
ARIZONA 
Dickson's  Goldmaster 

Jewelers,  Mesa 
Richard's  Jewelers, 

No  gales 
Wesley's  Fine  Jewelry, 

Phoenix 
Frederick  Fisher  Jewelers, 

Tucson 
CALIFORNIA 
Don  Thomas  Jewelers, 

Anaheim 
Mayer's  Jewelers,  Antioch 
Aptos  Jewelers,  Aptos 
Brock's  Fine  Jewelry, 

Bakersfield 
Finnell's,  Carlsbad 
Goldsmith's  Jewelers, 

Carmel 
Bryant  &  Co.  Jewelers, 

Claremont 
Ehrhardt's  Fine  Jewelry, 

Concord 
Cortez  Jewelers,  Corona 
Jewels  By  Joseph,  Costa 

Mesa 
Polachecks,  Culver  City 
A.  Hirsh  and  Sons, 

Cupertino 
Noda  Jewelers,  Cypress 
De  Luna  Jewelers,  Davis 
Anderson  Jewelers, 

Encinitas 


Prince  Orloff  Crown 

Jewels,  Fresno 
Hillcrest  Jewelers,  Fullerton 
Don  Kirshner  Jewelers, 

Glendale 
House  of  Time  Jewelers, 

Granada  Hills 
Daniel  Stucki  Jewelers, 

Grass  Valley 
A.M.  Bruner,  Hayward 
Seymour's  Jewelers, 
Hermosa  Beach 
Lincoln  Jewelers,  Highland 
Jule's,  Huntington  Beach 
Nordstrom's,  LaJolla 
Star  Jewelers,  Long  Beach 
De  Luca  Jewelers,  Los 

Angeles 
Keller  Jewelers,  Los  Angeles 
Goldsmith's  Jewelers, 

Marina 
De  Beau's  Jewelry,  Mill 

Valley 
Countryman's  Village 

Jewelers,  Modesto 
Larry  Wellins  Jewelers, 

Montclair 
Goldsmith's  Jewelers, 

Monterey 
Montrose  Jewelers, 

Montrose 
Charles  H.  Barr  Jewelers, 

Newport  Beach 
Prim  Jewelers,  Orange 
Robann's  Jewelers,  Palm 

Springs 
Thomas  L.  Broadwin  Jewels, 

Palo  Alto 
Nordstrom's,  Palo  Alto 
Finley's  Jewelers,  Palos 

Verdes 
Thomas  &.  Co.,  Palos 

Verdes 
Mission  Jewelers,  Panorama 

City 
William  Pitt  Jewelers, 

Pasadena 
Bob  Fields  Jewelers, 

Porterville 
Smith  Jewelers,  Redlands 
De  Beau's  Jewelry, 

Redwood  City 
Alex  Lazar  Jewelers, 

Riverside 
Goldsmith's  Jewelers, 

Salinas 
Grand  Jewelers,  San 

Bernardino 
Goeffrey's,  San  Carlos 
Nordstrom's,  San  Diego 
The  Promenade,  San 

Dimas 
Mission  Jewelers,  San 

Fernando 
Maxim,  San  Francisco 
Crown  Jewelers,  San  Jose 
A.  Hirsh  and  Sons,  San 

Jose 
Lomonaco's  Jewelers,  San 
Jose 
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Nordstrom's,  San  Mateo 
Steiner's  Jewelry,  San 

Mateo 
David's,  San  Rafael 
Harwin  Jewelry,  Santa 

Barbara 
Ortale  Jewelers,  Santa 

Barbara 
Bubar's,  Santa  Monica 
Jim  Glasscock  Village 

Jewelers,  Stockton 
Johnson's  Jewel  Box, 

Solvang 
A.  Hirsh  and  Sons, 

Sunnyvale 
McClave  Jewelers, 

Thousand  Oaks 
Seymour's  Jewelers, 

Torrance 
Jewels  by  Armand,  Visalia 
Cam  Le  Fine  Jewelry, 

Walnut  Creek 
Nordstrom's,  Walnut 

Creek 
Weicher's  Jewelers, 

Willows 
Van  Gundy  &  Sons, 

Ventura 
COLORADO 
Molberg's  Jewelers, 

Denier 
Taylor-Raymond  Jewelers, 

Durango 
Eno's  Jewelry,  Pueblo 
DISTRICT  OF  COLUMBIA 
Charles  Schwartz  &  Son 
FLORIDA 
Crescent  Jewelers, 

Brandon 
Cyd  Samson,  Brooksville 
Rose  Jewelers,  Clearwater 
Horn's  Jewelry  Inc., 

Crystal  River 
Private  Collection,  Destin 
Moon  &.  Star  Jewelry, 

Jacksonville 
Reynolds  &.  Co.,  Winter 

Park 
GEORGIA 
Maryville  Jewelers, 

Carrollton 
Maryville  Jewelers  of 

Dalton,  Dalton 
Herbert  Jewelers,  Fort 

Vqiley 
Andrews  Jewelers, 

Lavonia 
Haley  Jewelers,  Tifton 
HAWAII 

A&lH  Sales,  Honolulu 
Mclnerny  Ltd.,  Honolulu 
ILLINOIS 

Gouldings  Jewels,  Alton 
Something  Different, 

F!o5sm  ore 
Port  Clinton  Jewelers  Ltd., 

Highland  Park 
Gruno  Jewelers,  Rockford 
INDIANA 

Walker  Jewelry,  Anderson 
Hopman  Jewelers,  Elkhart 
Pegden  Bros.  Jewelers, 

Marion 
Marvin's  Jewelers,  Muncie 
The  Jewel  Box,  Zionsville 
IOWA 
Gunderson's  Jewelers, 

Sioux  City 
KANSAS 
Meador  Jewelers, 

Huntchinson 
Richard  E.  Krigel's, 

Kansas  City 
McQueen  Jewelers, 

Lawrence 
Lavery's  Fine  Jewelers, 

Leavenworth 
Brunk  Jewelers, 

McPherson 
Ivan's  Jewelry,  Plainville 
Vernon  Jewelers  of  Salina, 

Salina 
Ray  Christian  Jewelers, 

Topeka 
Androes  Jewelers,  Wichita 
Seltzer  Jewelry,  Wichita 
KENTUCKY 
Lansdowne  Diamond 
Gallery,  Lexington 
Walter  Childress, 

Lexington 
LOUISIANA 
Larry  Murrell,  Amite 
Joy's  Fine  Jewelry, 

Broussard 


Aucoin-Hart  Jewelers, 

Metairie 
Hausmann's  Jewelers,  New 

Orleans 
Jackson's  Jewelers  &.  Gifts, 

Neu>  Orleans 
Jackson's  Jewelers  &l  Gifts, 

Shreveport 
Simon  Jeweler  Gemologist, 

Shreveport 
Hausmann's  Jewelers,  New 

Orleans 
MARYLAND 
Charles  Nusinov  &.  Sons, 

Baltimore 
Marquis  Jewelers,  New 

Baltimore 
Kuhn's  Jewelers,  Salisbury 
The  Melart  Jewelers, 

Silver  Springs 
MASSACHUSETTS 
Boston  Diamond,  Boston 
Hains,  East  Boston 
Karten's,  New  Bedford 
MICHIGAN 
Gaines  Jewelry,  Flint 
Orin  Jewelers,  Garden 

City 
Hogan  Jewelers,  Gaylord 
Fiebig  Jewelry,  Jonesviiie 
Fox  Jewelers,  Mt.  Pleasant 
Marquis  Jewelers,  New 

Baltimore 
Bluford  Jewelers, 

Plymouth 
Bonfoey  Jewelers,  Three 

Rivers 
MINNESOTA 
Unique  Diamond 

Center,  Burnsville 
MISSOURI 
Drenon  Jewelry, 
Independence 
Kaiser  Jewelry,  Jefferson 

City 
Richard  E.  Krigel's, 

Kansas  City 
PUcher  Jewelry,  Mexico 
The  Diamond  Shoppe, 

Springfield 
Hart  Jewelers,  St.  Louis 
Krekeler  Jewelers,  St. 

Louis 
MISSISSIPPI 
Jack  O'  Diamonds, 

Columbus 
Clausel  Jewelers,  Corinth 
Tonos  Jewelers, 

Greenville 
Jewels  by  Annette,  Oxford 
Sharron's  Jewelers, 

Waveland 
MONTANA 
Durand's  Jewelry, 

Bozeman 
Keenan's  Jewelry, 

Kalispell 
NEBRASKA 
Michael's  Jewelry, 

Fremont 
Sartor-Hamman,  Lincoln 
Hostetter  Jewelry,  Omaha 
NEVADA 

Brittany  Jewels,  Las  Vegas 
M.J.  Christensen  &  Sons, 

Las  Vegas 
Diamond  Palace  Jewelers, 

Las  Vegas 
Gold  Factory,  Las  Vegas 
NEW  JERSEY 
Hamilton  Jewelers, 

Lawrenceville 
NEW  MEXICO 
Steve  Huggins  Jeweler, 

Hobbs 
Bullock's  Jewelry,  Rosivell 
Huffs  Jewelers,  Roswell 
Diamond  Jim's,  Roswell 
Chavez  Fine  Jewelers, 

Santa  Fe 
NEW  YORK 
Van  Cott  Jewelers, 

Binghamton 
Merion,  New  York 
Saffer  Jewelers,  North 

Tonowanda 
Mann's  Jewelers, 

Rochester 
Scherer's  Jewelers,  Sn\der 
NORTH  CAROLINA 
Burke's  Jewelry,  No. 

Wilkesboro 
Brenda's  Jewelers,  Sanford 
Ring  Master  Jewelry, 
Winston'Salem 


NORTH  DAKOTA 
Crown  Jewels,  Fargo 

RitterBros.  Diamond 
Cutters,  Willis  ton 
OHIO 

Francis  Jewelry  Co., 

Alliance 
Fred  Goetz  Jewelry, 

Cleveland 
Rickey  C.  Tanno  Jewelers, 

Cleveland 
Brandau's  Jewelers,  Eiyria 
Wendel's  Jewelers, 

Lancaster 
Don  Jenkins  Jewelers, 

Lima 
Baker  &.  Baker  Jewelers, 

Marietta 
The  Jewel  House,  Parma 
Goodheart's  Jewelers, 

Sedalia 
Maple  Jewelers,  Solon 
Saxon  Jewelers,  Steubenville 
Fred  H.  Myers  Inc.,  Warren 
OKLAHOMA 
Thompson  Jewelry, 

Bethany 
Jay's  Jewelry,  Chicksha 
Brockhaus  Jewelry, 

Norman 
Groves  Jewelry,  Oklahoma 

City 
Odom's  Jewelers, 

Oklahoma  City 
Supreme  Jewelers, 
Oklahoma  City 
Trust  House  Jewelers, 

Oklahoma  City 
OREGON 

Skeie's  Jewelers,  Eugene 
Happy  Notions  Custom 

Jewelers,  Hermiston 
Klondike  Gold  &  Jewelry 

Exchange,  Portland 
Nordstrom's,  Portland 
PENNSYLVANIA 
Les  Crago,  Erie 
Luxenberg's,  Indiana 
Gentilcore  Jewelers, 

Pittsburgh 
Henne  Inc.,  Pittsburgh 
S.A.  Meyer,  Washington 
Delta  Diamonds,  York 
TENNESSEE 
Mashbern  Malin  Jewelers, 

Lenoir  City 
J.H.  Mednikow,  Memphis 
Wiley's  Jewelry,  Memphis 
TEXAS 

Goldesign,  Abeline 
Goulding's,  Alton 
Barnes  Jewelry,  Amarillo 
J. A.  Diamond  Center, 

Austin 
R.G.C.  Fine  Jewelry, 

Bay  town 
Sid's  Jewelry,  Borger 
Bayless  Jewelry, 

Brownfield 
Goldsmith  Jewelers, 

Corpus  Christi 
Larilin's  Jewelers,  Corpus 

Christi 
Corrigan's,  Dallas 
Linz's  Jewelers,  Dallas 
Pavilion  Jewelers,  Dallas 
Thomason's  Diamond 

Center,  Friendswood 
Corrigan's,  Ft.  Worth 
Corrigan's,  Houston 
Paull's  Jewelry  Store, 

Houston 
Brehmer's  Jewelers, 

Kerrville 
Nowlin  Jewelry,  Lake 

Jackson 
Anderson  Bros.  Jewelers, 

Lubbock 
Regency  Jewelers, 

McAlIen 
Neel  Jewelers,  Palestine 
W.M.  House  Jewelers, 

Paris 
Stinnett  Jewelry  of  Pharr, 

Pharr 
Thomason  Jewelry  Co., 

South  Housi    n 
WISCONSIN: 
Knighi\  ! 
Denniv,'  D 

BourfQU'.',  Brooi-, 
Diai  ioni 
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95  members  of  The  Forbes 

Four  Hundred  have  fortunes 

derived  principally  from 

manufacturing  operations. 

J.R.  quit  8th  grade,  left  home.  Sort- 
ed potatoes,  raised  hogs,  put  pro- 
ceeds into  1st  potato  field.  Million- 
aire by  30.  Big  break:  meeting  Ray 
Kroc  (see  widow  Joan)  and  owning 
patent  on  frozen  french  fries.  Now 
supplies  80%  McDonald's  fries. 
"When  the  time  is  right,  you  gotta 
do  it!"  Company  expanding  into 
computers  for  farmers.  Raises 
Thoroughbreds,  has  30-by-50-foot 
U.S.  flag  on  16-story  flagpole  in 
front  of  showcase  home.  Net  worth 
said  to  exceed  $500  million.  Sim- 
plot  says  more:  "I  wouldn't  sell  for 
that,  that's  for  sure." 

znicnamjt '.   //?//(>  /t  yjcaife 

Inheritance,  publishing.  Shadyside, 
Pa.  (Pittsburgh!.  52.  Married,  2  chil- 
dren. Grandson  of  Richard  Beatty 
Mellon,  inherited  $200-plus  mil- 
lion from  Mellon  mother  1965.  Es- 
tranged from  sister  (see  Cordelia 
Scaife  May;  also  <<;  Mel 'Ions,  Con- 
over,  Milbury).  Publi  shed  Pittsburgher 
magazine  until  folded  1981;  today 
owns  moneylosii  ,  Sacramento 
Union,  2  smaller  [  Pa.,  plus 

radio  station.  "Citiz  -  Scaife": 
tough;  hates  publicit  won't  use 
middle  name,  but  sti.  a  lost  >  emi- 
nent Mellon  since  uncle  Rich  i  d  K. 
(d.  1970).  One  of  biggest  coir, 


tors  to  New  Right  leaders,  think 
tanks;  gives  millions  annually.  Be- 
tween personal  fortune  and  Mellon 
trusts,  net  worth  may  exceed  $500 
million;  amount  vigorously  denied 
by  him. 

Entrepreneur.  Atlanta.  72.  Married, 
2  sons.  Raised  on  small  farm,  found 
work  during  Depression  in  textile 
mill  for  $10/week.  "It  was  a  real 
easy  decision — it  was  the  only  job 
offered."  With  brother  John  moved 
on  to  auto  dealerships,  then  radio, 
TV  stations.  Started  Rollins,  Inc. 
1948,  expanded  rapidly  by  acquisi- 
tion (media;  oil,  gas  services;  pest 
control;  security  systems;  others). 
Recently  split  into  3  public  firms 
(Rollins  Communications,  RPC 
Energy  and  Rollins,  Inc.);  controls 
some  45%  of  each.  Also  stake  Inter- 
medics;  55,000  acres  Ga.,  Fla.,  Del.; 
12,000  head  cattle;  other  invest- 
ments. Avid  farmer,  quail  hunter. 
Religious;  close  family  ties;  both 
sons  help  run.  Net  worth  may  ex- 
ceed $500  million. 

Jfotin  t  llumocri  c?la*oert  III 

Construction.  Birmingham,  Ala. 
62.  Married,  3  children.  Finished 
WWII  with  $6,000  craps  winnings. 
Bought  concrete  mixer,  tools;  got 
local  bridge  contract,  then  highway 
work,  pipelines,  buildings.  "Bank- 
rupt" 3  times  in  first  20  years,  but 
"our  creditors  remained  unaware  of 
the  seriousness  of  our  situation." 
Bid  on  risky  Third  World  projects 
early  1960s;  paid  off.  Now  Harbert 


Corp.  over  $500  million  revenues, 
mostly  foreign.  Bought  Kentucky 
coal  leases  1971  for  $150  million, 
sold  for  over  $400  million;  still 
holds  over  $280  million  Standard  of 
Indiana  stock.  Reaped  $74  million 
profit  in  Gulf  Oil  fight.  Liquid,  lit- 
tle debt;  his  75%  of  firm  worth 
minimum  $500  million. 


$200 


SMm  S.  ZPaaJu 


Gulfstream  Aerospace  Corp.  Savan- 
nah, Ga.  62.  Divorced  twice,  3  sons. 
Self-supporting  since  13.  Cleaned 
hotel  rooms,  sold  newspapers, 
milked  cows  before  becoming 
TWA  mechanic  age  19  for  30  cents 
an  hour.  Pilot;  inventor;  learned 
aviation  by  taking  apart  engines, 
flying  jets.  Developed  new  oil 
valve,  sold  idea  to  airlines, 
launched  business  1951.  Designed 
own  plane  1970s.  Bought  Grum- 
man general  aviation  division  1978, 
Rockwell  Int'l  division  1981, 
formed  Gulfstream;  went  public 
1983.  Builds  plush  private  jets  but 
no  longer  tests  models  himself: 
"My  stockholding  public  wouldn't 
like  that."  His  70%,  other  assets 
worth  over  $480  million. 

l.  I'l-a/com  c/ uiweii  «_  PlcoLeaw, 

McLean  Industries.  NYC.  70.  Mar- 
ried, 3  children.  Farm  boy,  son  of 
mail  carrier;  ran  gas  station  after 
high  school;  put  $30  down  on  used 
truck  in  Depression  North  Caroli- 
na.  Built   McLean  Trucking  into 


And  what's  Malcolm  Forbes  worth? 


l(<i/c<i/m  xJ/evendcn  ^rovoes 


Publishing.  Far  Hills,  N.J.  65.  Mar- 
ried, 5  children.  Father  B.C.,  Scot- 
tish immigrant  1904,  became  wide- 
ly syndicated  financial  columnist; 
launched  Forbes  magazine  1917. 
Sons  inherited  1954:  Bruce  died 
1964,  MSF  eventually  became  sole 
stockholder.  Brief  political  career 
1950s  (2-term  N.J.  state  senator; 
lost  governor  race  1957);  turned  to 
magazine.  Now  among  top  busi- 
ness publications:  "Capitalist 
Tool"  unusually   profitable.   Also 


balloons,  yachts,  motorcycles  (de- 
spite recent  accidents),  Faberge 
eggs,  Colorado  ranch,  South  Seas 
island,  etc.,  etc.  Weakness  for  apho- 
risms. Net  worth,  estimated  by 
others: 

Wall  Street  Journal:  "$200  million 
or  so  [1982]." 

Columnist  James  Brady:  "Per- 
haps a  half  billion  dollars  [1984)." 

Penthouse:  "Closer  to  $200  mil- 
lion than  $600  million  [1983]." 

MSF:  "I  don't  know." 
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Simulated  TV  Picture 
rCR/Videodisc  units  not  included. 
^  NAP  Consumer  Electronics  Corp. 


Our  40"  Big  Screen 
TV  is  always  a  big  sur- 
prise. Not  because  it's 
big  but  because  it's 
Magnavox. 

Are  you  wondering  how  big  a  40"  screen  is?  Its  a  vast 
768  square  inch  viewing  area.  A  19"  screen  is  185  square 
inches.  Don't  worry,  doors  fold  over  the  screen,  so  you 
don't  have  to  see  it  when  you're  not  watching  it. 

The  Magnavox  Big  Screen  TV,  with  stereo  amplifier  and 
remote  control,  is  as  close  to  an  in-theater  experience  as 
you  can  get  at  home.  The  full  breadth  and  scope  of  the  pic- 
ture can  be  viewed  practically  anywhere  you  sit.  And  what 
a  picture!  The  high  resolution  filter  sharpens  detail  as 
nothing  else  can. 

Hopefully,  next  time  you  come  across  more  Magnavox 
home  entertainment  equipment  you'll  be  surprised  all  over 
again.  We  love  surprised  parties. 

MAGNAVO: 

Americas  best  kept  secret. 


^JAe  ^ro^tpe^  k^owf  (fu/MAzwed 


one  of  largest  haulers  U.S.  Invented 
cargo  containerization,  revolution- 
ized shipping  industry.  Feds  made 
him  choose,  so  unloaded  trucking 
stock  1955  for  $6  million.  Sold  Sea- 
Land  Service  to  R.J.  Reynolds  1969 
for  $160  million  profit.  Bought  real 
estate,  invested  in  corporate  farm- 
ing. Picked  up  ailing  U.S.  Lines 
1978;  turned  around  as  McLean  In- 
dustries; went  public  1983;  rev- 
enues now  around  $800  million. 
Semireclusive.  His  90%  MI  worth 
$475  million. 

14  cufev  atuve-vt  Synwewueva 

Publishing.  Wynnewood,  Pa.;  Palm 
Springs.  76.  Divorced,  remarried;  1 
daughter.  Father  Moses  was  legend- 
ary founder  Triangle  Publications 
(Philadelphia  Inquirer,  Daily  Racing 
Form).  Made  big  enemies:  FDR  re- 
portedly set  off  IRS  probe,  Moe's 
conviction  for  $9.5  million  tax  eva- 
sion (d.  1942).  Walter  inherited 
debt-ridden  firm;  rebuilt  to  preemi- 
nence. Started  TV  Guide  1953,  now 
country's  most  profitable  maga- 
zine. Also  Seventeen,  DRF,  vast  stock 
holdings,  art,  real  estate.  Close 
friend  of,  ambassador  to  U.K.  for 
Richard  Nixon.  Extremely  charita- 
ble; lives  well.  "Anyone  who  wants 
to  live  poorly  in  order  to  die  rich  is  a 
sick  individual."  Triangle  worth 
over  $1.3  billion.  Walter  votes  all 
shares,  owns  about  35%  worth  over 
$450  million.  5  sisters  (plus  fam- 
ilies of  2  deceased)  share  65% 
worth  over  $125  million  each. 


c/Cetiru  v 


C  roian 
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Father  and  son.  Industrialists.  Chi- 
cago. 88,  59.  Henry:  remarried  wid- 
ower; 3  children  (1  deceased).  Les- 
ter: married,  7  children.  Henry,  son 
of  Latvian  immigrant,  high  school 
dropout  (later  finished  at  night), 
built  up  small  building  materials 
firm  starting  1919;  worth  $1  mil- 
lion by  late  1920s.  Merged  with 
General  Dynamics  1959  for  stock. 
Left  board  1966  when  GD  decreed: 
Convert  or  redeem  preferred  stock. 
He  redeemed,  then  bought  com- 
mon with  a  vengeance  1969;  still 
owns  18%.  Also  substantial  invest- 
ments real  estate  (sold  Empire  State 
Building  for  $31  million  profit 
1961),   other  companies   (Esnurk, 


21  members  of  The  Forbes 

Four  Hundred  have  fortunes 

derived  principally  from 
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Vulcan  Materials).  Control  of  for- 
tune passing  to  Lester  (exec.  v.p.  at 
GD),  other  family.  Henry  remains 
active  patriarch:  Will  not  "sit  in 
California  or  Florida  and  play  cards 
and  wait  for  death."  Has  donated 
some  $75  million  to  charities.  Joint 
net  worth  over  $900  million. 

c/ioaev  l  fuliiKen. 
'Serrun  cfliu \.  ililuKen 

i  llinot  x/fona  ^  lUUt/oen 

Brothers  and  cousin.  Textiles.  68, 
67,  68.  Deering,  Milliken  &  Co. 
begun  1865  as  dry  goods  jobber  by 
grandfather  Seth  and  William  Deer- 
ing. Became  selling  agent  for  south- 
ern mills.  Helped  finance,  held  eq- 
uity in  suppliers  until  Depression; 
wound  up  owning  many.  Deering 
left  to  start  International  Harvest- 
er; Milliken  &  Co.  now  world's 
largest  private  textile  firm:  over  65 
plants;  revenues  approx.  $2  billion. 
Roger:  Spartanburg,  S.C.  Married,  5 
children.  Patriarch  and  pres.  from 
1948.  Pioneered  use  of  modern  ma- 
chinery; stresses  R&D  spending. 
Considered  benevolent  dictator; 
conservative;  lives  modestly;  on 
business  details  "He  makes  a  clam 
seem  like  an  open  mouth."  Hired 
nonfamily  successor  1984;  made 
self  CEO.  Gripes  about  imports; 
pushes  "America's  Freedom  Fab- 


ric," with  red-white-and-blue  tags. 
Brother  Gerrish:  Greenwich,  Conn, 
and  NYC.  Married;  4  sons,  1  daugh- 
ter. General  manager,  handles  auto- 
motive fabrics  from  NYC  office. 
Cousin  Minot:  NYC.  Married;  4 
sons,  1  daughter.  Company  treasur- 
er. Firm  worth  at  least  $550  mil- 
lion; also  40%  Mercantile  Stores 
stock.  Roger  key  owner;  worth  over 
$450  million.  Gerrish:  $300  mil- 
lion. Minot:  $150  million. 

Gates  Corp.  Denver.  63.  Married,  2 
children.  Father  sold  steel-studded 
leather  bands  for  auto  tires  from 
1911;  later,  rubber  tires,  hoses.  Un- 
cle invented  V-belt  1917;  firm  be- 
came world's  leading  maker  belts 
and  hoses.  Charles  born  in  back  of 
family  car  en  route  to  hospital;  in- 
herited 1961,  with  4  sisters;  eager 
to  go  beyond  rubber  products.  On 
"roll  of  the  dice,"  bought  two- 
thirds  moneylosing  Learjet  Indus- 
tries 1967;  couldn't  give  it  away 
1970;  now  profitable.  Cowboy  phi- 
losopher: "Sometimes  you  have  to 
shoot  from  the  hip."  Dumped  tires 
1973;  now  roughly  half  of  $1  bil- 
lion-plus sales  from  nonrubber 
items.  Private;  earnings  around  $70 
million.  Also  real  estate.  Controls 
firm  worth  over  $450  million. 

Real  estate.  NYC  and  Mill  Neck, 
N.Y.  67.  Separated,  4  children. 
Goldman-DiLorenzo  once  NYC's 
largest,  most  leveraged  landlord. 
Quit  Brooklyn  College  to  run  fa- 
ther's grocery  store  1935;  began 
scooping  up  foreclosed  properties  at 
bargain  prices.  Almost  destroyed  by 
1973-74  real  estate  slide.  Lost  40%. 
On  partner's  death  (1975)  Sol,  Alex 
DiLorenzo's  sons  split  remaining 
60%  by  flipping  quarters.  Today: 
over  600  parcels,  mostly  Manhat- 
tan; receives  daily  offers  from  doz- 
ens of  brokers.  Hobby:  "I  go  out  at 
night  and  look  at  real  estate."  Wife 
sued  1983  to  end  43-year  marriage; 
claimed  Sol  worth  $630  million; 
sought  half.  May  reconcile.  With 
stocks,  gov't  securities,  net  worth 
exceeds  $450  million. 

cftamvu    14  etnlte&a 

Real  estate,  securities.  Honolulu 
and  Baltimore.  76.  Married,  1  son. 
Austrian-born;  left  6th  grade  to 
work  in  father's  Baltimore  auto 
shop.  Began  buying  real  estate 
1930s.  Bought  public  bus  systems 
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1950s  and  1960s  (NYC,  Dallas,  et 
al.);  sold  at  huge  profits,  sometimes 
to  cities.  Owns  immense  property 
Hawaii,  Maryland,  plus  big  stakes 
Alexander  &  Baldwin,  Maui  Land, 
others.  Combative:  long  history  of 
boardroom  brawls.  Loves  jousting 
with  reporters.  Once  called  "a  ge- 
nius at  bad  public  relations,"  but 
"grudgingly  admired,"  even  by 
foes.  Still  vigorous  despite  long 
bout  with  cancer.  Hawaii's  richest 
man,  worth  over  $450  million; 
"nearly  all  willed  to  the  poor." 


fad-  g&, 


Partners.  Oil.  Midland,  Tex.  Be- 
lieved Midland's  richest.  Set  up 
Wagner  &  Brown  Oil  Properties 
1962,  built  up  prodigious  oil  pro- 
duction. Now  have  "staggering" 
cash  flow,  modest  debt;  set  up  Can- 
yon, Inc.  to  diversify  out  of  oil 
(aeronautics,  plastics,  etc.).  Wag- 
ner: 50.  Divorced,  remarried;  5 
children.  Brown:  58.  Married,  3 
children.  Partnership  sealed  with  a 
handshake,  not  formal  papers.  Says 
Wagner:  "We  just  complement 
each  other."  Friends  and  sometime 
business  partners  with  oilman  T. 
Boone  Pickens.  "They  go  hunting 
together,  they  get  drunk  together." 
Joined  Pickens'  failed  Gulf  take- 
over bid  earlier  this  year;  about  $70 
million  profit.  Share  equally  busi- 
ness empire  worth  at  least  $900 
million. 

<  Iff//  f  if  C  a  y(  ^  -nnalefon 

Teledyne.  Los  Angeles.  67.  Mar- 
ried, 5  children.  Learned  discipline 
at  Annapolis,  engineering  at  MIT, 
conglomerating  under  Charles 
(Tex)  Thornton  at  Litton  Indus- 
tries. Left  1960  to  pursue  childhood 
dream:  building  a  giant.  With  Lit- 
ton colleague  George  Kozmetsky 
(which  sec),  backing  from  Arthur 
Rock,  built  Teledyne  conglomerate 
1960s.  Quit  acquiring  1969;  con- 
tent buying  over  20%  of  five  large 
firms  1970s.  Tight-lipped  strate- 
gist: Teledyne  President  George 
Roberts  (old  Annapolis  roommate) 
learned  of  $400  million  stock  buys 
after  the  fact.  Recently  bought  in 
43%  of  firm's  shares.  With  14% 
Teledyne,  1.5%  Apple,  net  worth  at 
least  $450  million. 


(TV&tWy,    Ybwn   /'(ei/r-;    11 

H.J.  Heinz  Co.  Pittsburgh.  76.  Di- 
vorced, remarried;  1  son.  Grandfa- 
ther, at  16,  learned  housewives 
would  pay  for  convenience  (he  grat- 
ed, bottled  horseradish  for  resale); 
started  business  1869.  "Do  a  com- 
mon thing  /mcommonly  well." 
Heinz  Co.  turned  out  K  rations  dur- 
ing WWII.  H.J.  II  ran  1941-66, 
brought  in  nonfamily  management 
1966.  Firm  estimates  customers  in- 
clude 15%  world  population:  mov- 
ing into  Asian,  African  markets. 
Chairman  H.J.  II  only  family  mem- 
ber still  in  firm  (son  H.J.  Ill  GOP 
Senator  from  Pa.);  controls  17%. 
With  cumulative  dividends,  etc., 
worth  over  $440  million. 

. c  tttatnf  ,  Q&nAettdev  c/ouicA  3p . 

Anheuser-Busch.  St.  Louis.  85. 
Widowed,  twice  divorced,  remar- 
ried; 10  children.  Family  firm  since 
1861  when  grandfather  Adolphus 
married  Lilly  Anheuser;  made  corn 
syrup,  yeast  during  Prohibition; 
Budweiser  before  and  after.  First 
post-Prohibition  case  shipped  to 
FDR.  August  owns  13%  Anheuser- 
Busch;  runs  firm's  St.  Louis  base- 
ball Cardinals.  Inhabits  French  Re- 
naissance chateau  in  St.  Louis 
County,  where  he  rode  to  hounds  in 
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younger  days;  now  prefers  "coach- 
ing" (precision  horse  &.  carriage 
driving):  at  82  was  first  American  to 
capture  Queen's  Cup  coaching  title 
from  England.  Son  August  III,  47, 
runs  company.  Net  worth  over 
$425  million. 

.  /\o/x>/<f  (bcuoa&d  yJuvner  III 

Turner  Broadcasting  System.  Mar- 
ietta, Ga.  45.  Divorced,  remarried; 
2  children  by  first  marriage,  3  by 
second.  "Ted"  booted  from  Brown 
U.:  female  found  in  frat  room.  At  24 
took  over  late  father's  bankrupt 
billboard  firm,  rescued  legacy.  Re- 
vamped ailing  Atlanta  TV  station 
1970,  bought  out  timid  partners, 
today  owns  87%  Turner  Broadcast- 
ing. Created  first  cable  "supersta- 
tion"  (now  WTBS)  1976:  free  conti- 
nental air  time  for  his  Atlanta  base- 
ball Braves,  basketball  Hawks. 
Took  time  out  1977  to  win  Ameri- 
ca's Cup  ("Hey,  it  was  just  a  race"). 
Now  airs  on  85%  of  country's  cable 
hookups  with  WTBS,  CNN,  etc. 
Reputation  as  canny,  swaggering 
opportunist:  "I  was  cable  before  ca- 
ble was  cool."  Worth  well  over 
$400  million. 

//'/><>  r/  (i  ho  //<>:>  ^/ rt/mA 

Father  and  son.  Real  estate.  NYC. 
Fred:  78.  Married,  5  children.  Don- 
ald: 37.  Married,  3  children.  Fred 
self-made  builder;  began  1940s, 
with  son  amassed  20,000  NYC 
apartments.  Donald  joined  1968, 
took  over  1976.  Fred:  "He's  gone 
way  beyond  me."  Donald,  flamboy- 
ant "boy  wonder,"  attracts  top  in- 
stitutional investors.  Opulent  68- 
story  Trump  Tower,  NYC,  has  con- 
dos  at  up  to  $12  million.  Opened 
Harrah's  at  Trump  Plaza,  world's 
largest  hotel-casino,  in  Atlantic 
City  1984.  Brash,  but  not  careless: 
Dropped  uneconomical  plan  for 
$200  million  Trump  Castle  condo- 
minium NYC — spires,  moat,  draw- 
bridge, "very  Trumpish."  Told  Pru- 
dential: "I  don't  want  to  have  my 
first  loser."  Father  overseeing  slow 
co-oping  of  outer  borough  apart- 
ments. Fred's  minimum  net  worth: 
over  $200  million;  rest  Donald's, 
over  $400  million. 

Jfoe  J_e«itj  •  r-t/wrftton 

Broadcasting,  publishing,  banking. 
Houston;  Washington,  D.C.;  La 
Jolla,  Calif.  59.  Married,  1  son.  Born 
in  D'Lo  ("Damn  Low"),  Miss.  Fa- 
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ther  owned  Houston  cafes.  Son  be- 
came millionaire  8  years  out  of  law 
school,  buying  400  acres  Houston 
on  bank  loans.  Bought,  sold  now- 
defunct  Washington  Star,  other  busi- 
nesses. Today:  5  papers,  5  TV  sta- 
tions, insurance,  funeral  homes, 
real  estate  (wholly  owned  Perpetual 
Corp.).  Also  3  Houston  banks,  one 
in  London;  41%  Riggs  National 
(D.C.).  Collects  art.  "A  giant  at  5  ft. 
2."  Despite  debt,  net  worth  exceeds 
$400  million. 

Inheritance.  Ligonier,  Pa.  56.  Di- 
vorced, widowed;  no  children. 
Granddaughter  of  Richard  Beatty 
Mellon.  Inherited  $200  million- 
plus  from  Mellon  mother  1965. 
Brief  marriage  1950  to  Herbert  A. 
May  Jr.  Later  wed  longtime  friend 
Robert  Duggan,  Pittsburgh's  D.A., 
1975.  Lives  modestly,  privately; 
supports  zero-population  growth, 
various  liberal  and  environmental 
causes  through  Laurel  Foundation. 
In  1979  put  $10  million  into  ven- 
ture capital  firm  for  alternative  en- 
ergy. Estranged  from  right-wing 
brother  (see  Richard  Scaife;  also  other 
Mellons,  Conover.  Milbury).  Net 
worth,  mostly  trusts,  should  ex- 
ceed $400  million. 

cfau/  ,y  /if/ft h  Jlein/iera 

Financier.  NYC.  45.  Twice  di- 
vorced, recently  remarried;  4  chil- 
dren. Brooklyn-born  boy  genius;  U. 


of  Pa.  grad  at  19.  Managed  chain  46 
subway  newsstands;  pioneered 
computer  leasing  (Leasco)  with  fa- 
ther's $25,000  loan  1961.  Stock  hot 
late  1960s,  led  to  Reliance  Insur- 
ance purchase  1968.  Shook  up  Wall 
Street  with  bold  (but  failed)  at- 
tempt to  grab  Chemical  Bank  1969; 
launched  career  buying  big  chunks, 
sometimes  all,  of  unwary  firms. 
Lately,  $60  million  greenmail  gain 
(before  expenses)  from  Disney. 
Went  private  1982  in  $550  million 
deal  ("I'm  trying  to  simplify  my 
life");  now  $3.7  billion  (assets)  Reli- 
ance Group  Holdings.  Reports  book 
value  $400  million,  earnings  $70 
million;  all  owned  with  family. 
Sign  on  desk:  "This  too  shall  pass." 

Value  Line,  Inc.  Westport,  Conn. 
82.  Married,  2  children.  Quit  as 
Time  magazine  drama  critic  1928  to 
work  for  speculator  Jesse  Liver- 
more.  Livermore  went  on  to  sui- 
cide; Arnold  to  Moody's,  founded 
Value  Line  Investment  Survey 
1935.  Once  lived  above  company  in 
midtown  Manhattan  town  house; 
now  has  Westport,  Conn,  mansion. 
Took  Value  Line  public  1983,  kept 
8.1  million  shares  (81%).  Consid- 
ered demanding  boss:  "You  have  to 
allow  yourself  to  be  exploited,  be- 
cause if  you're  not  profitable  to  oth- 
ers you  cannot  be  profitable  to 
yourself."  With  significant  invest- 
ment portfolio  stashed  in  own  mu- 
tual funds,  minimum  net  worth 
$400  million. 

criouer/,    C  vvif/e  S'lnaerion 

Oil,  land.  Roswell,  N.M.  67.  Mar- 
ried, 7  children.  Father  first  banker 
to  lend  on  oil  in  ground;  Robert 
borrowed  $50,000  in  1941,  invested 
in  "teapot"  refinery.  Drilled  200 
dry  holes  until  big  strike  1957; 
bought  ($4  million)  and  sold  ($25 
million)  Wilshire  Oil;  bought  1.1 
million  acres,  mostly  ranches,  in 
N.M.,  Tex.,  Colo.  Sold  refinery  to 
Arco  1962,  went  on  board.  CEO 
1965.  Lost  takeover  bid  for  Gulf  to 
SoCal  1984.  Other  interests  include 
Denver  real  estate,  banks,  stock. 
"Stick  to  what  you  know,  and  your 
chances  of  success  are  much  bet- 
ter." Visible  assets,  including 
373,000  shares  Arco,  worth  $400 
million. 
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Oil.  Dallas.  62.  Widowed;  2  sons,  1 
daughter.  Born  Arkansas;  in  Texas 
oil  since  1946.  One  of  nation's  big- 
gest independent  oilmen.  Also  very 
active  in  corporate  boardrooms:  di- 
rector InterFirst  Corp.;  former  chair- 
man SEDCO,  Keebler;  former  direc- 
tor LTV,  Gillette,  Dr  Pepper,  others. 
"Pleasant,  engaging  fellow";  helped 
develop  E.L.  Cox  School  of  Business 
at  Southern  Methodist  Univ.  1978. 
Active  Dallas  civic,  education 
boards.  Son  Berry,  in  business  with 
him,  is  son-in-law  of  Texas  Senator 
John  Tower.  Other  son,  Edwin  Jr., 
has  own  vast  agribusiness.  Net 
worth  believed  to  be  at  least  $400 
million. 

.    I  tc/ic/ai   ^tor/fj  L/  eafc 

Banking.  Scarsdale,  N.Y.  78.  Mar- 
ried, 1  son.  Born  to  wealthy  Tran- 
sylvanian  banking  family;  Swiss 
Ph.D.  in  economics  and  finance 
1929.  Immigrated  to  U.S.  1939,  be- 
came economics  professor  at  Pa. 
prep  school.  Citizenship  1943. 
Headed  OSS  unit  during  WWII,  ac- 
cepted Japanese  surrender  in  Burma 
1945.  After  war,  became  partner 
with  Perera  Co.,  then  largest  gold 
and  currency  firm.  Took  control 
1946  as  Deak-Perera.  Now  world's 
largest  foreign  exchange  firm,  over 
80  offices  in  7  countries.  Values 
gold:  "You  can't  eat  gold,  but  you 
can't  eat  paper  currency  that  is  so 
worthless  it  won't  buy  anything." 
Also  real  estate  in  N.Y.  and  Califor- 
nia. Vegetarian,  competitive  run- 
ner. Net  worth  has  been  estimated 
at  $400  million. 

(r/tar/e.i  de  i/ana/i/ \J\ocA 
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Brothers.  Oil.  Charles:  Wichita, 
Kans.  48.  Married,  2  children.  Da- 
vid: NYC.  44.  Single,  no  children. 
Twin  William:  Boston.  Married,  no 
children.  Frederick:  NYC.  51.  Sin- 
gle, no  children.  Sons  of  Fred  (d. 
1967),  Texas  farm  boy,  later  MIT,  1 
of  3  founders  Rock  Island  Oil  & 
Refining.  Sold  oil  to  Russians 
1920s;  later  was  charter  John 
Bircher  1958.  Charles  took  over  on 
father's  death,  changed  name  to 
Koch  Industries.  Created  majoi 
versified  company:  oil  pipelines, 
refineries,  ranching,  etc  ;  estimated 
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Everybody  knows  the  old  saying  about  building  a  better  mousetrap,  and  nowhere  is  it 
more  dramatically  pertinent  than  in  competing  with  Japan  for  world  markets. 

Consider  Motorola's  PCX™  portable  data  communications  system.  It  provides  two- 
way  communications  between  a  28- ounce  terminal  and  a  remote  host  computer.  The 
system  uses  a  digital  radio  instead  of  phone  lines,  and  its  transmission  reliability  is  actually 
equal  to  or  better  than  ordinary  phone  lines. 

Think  of  the  possibilities  the  PCX  opens. 

Salespeople  will  be  able  to  punch  in  orders  directly  from  the  field,  and  have  access  to 
data  without  looking  for  phones,  leaving  messages,  or  wasting  valuable  time  on  "hold' 

Service  representatives  will  be  able  to  directly  enter  data  that  used  to  go  into 
mailboxes;  such  as  repair  reports,  parts  used  or  needed,  and  billing  instructions. 

It  will  also  be  simple  to  make  detailed  inquiries.  Data  may  be  summoned  as  easily  as 
entered.  A  service  technician,  for  instance,  will 
be  able  to  order  up  complex  repair  histories 
and  component  availabilities  in  a  few  seconds. 

The  system  was  designed  and  developed 
with  a  key  customer  and  built  by  Motorola 
people  to  enhance  the  distribution  and  process- 
ing of  data  with  central  computers.  And  it  is 
far  more  than  a  nice  little  improvement  on  the 
old  phone-link,  AC-powered  terminal.  This  is  a 
major  step  in  a  communications  revolution— 
,the  merging  of  technologies  of  the  communi- 
cations and  the  data  processing  disciplines. 

Digital  communication  by  radio  makes  far 
more  efficient  use  of  the  available  channels 
than  voice  transmissions  ever  could.  Over  a 
thousand  portable  terminal  users  can  operate 
on  a  single  channel  with  average  message 
traffic.  The  battery  operated  PCX  terminal 
shown  here  contains  the  two-way  radio,  an  internal  antenna,  and  processing  power  and 
memory  surpassing  that  of  many  personal  computers  (actually,  160K  bytes  of  ROM  and 
expandable  to  80K  bytes  of  RAM).  The  unit  also  contains  a  telephone  modem  for  use  over 
conventional  voice-quality  phone  lines  if  ever  required. 

The  terminal's  dual  microprocessor  architecture  is  based  on  the  Motorola  6801  design. 
One  processor  is  dedicated  to  the  communications  function  while  the  other  handles  the 
unit's  data  processing. 

The  PCX  terminal  is  just  part  of  an  extensive  support  system,  of  course.  And  it  is 
representative  of  one  of  the  oldest  and  most  reliable  rules  of  trade:  build  a  better  mousetrap, 
and  the  world  will  beat  a  path  to  your  door. 

With  the  PCX,  the  electronic  office  can  be  carried  in  a  pocket 

In  our  view,  that's  quite  a  mousetrap. 

For  more  information,  call  1-800-367-2346. 

MOTOROLA  A  World  Leader  in  Electronics. 
Quality  and  productivity  through  employee  participation  in  management. 


©1984  Motorola  Inc  PCX,  Motorola,  and  (W)  are  registered  trademarks  of  Motorola,  Inc 
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revenues  $15  billion.  Father  had 
counseled  his  "dear  boys":  "Be 
kind  and  generous  to  one  another." 
Sons'  3-year  feud  for  control  ended 
1983  when  Charles,  chairman,  and 
David,  exec  v.p.,  bought  out  Wil- 
liam and  Frederick  (neither  active 
in  company).  Price  undisclosed,  but 
the  4  shared  equity  in  company, 
worth  at  least  $1.5  billion.  Charles: 
"People  we  deal  with  in  the  oil 
business,  the  chemical  business, 
the  cattle  business  and  the  shipping 
business  know  us.  Other  people 
don't,  and  that's  fine." 


(  veid  ft/f/t  cfloov 
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Broadcasting,  publishing.  Houston. 
79.  Widowed,  2  children.  Ran  for 
state  legislature  age  25,  lost.  Next 
year  married  former  governor, 
Houston  Post  publisher  William 
Hobby  (d.  1964).  Co-editor,  publish- 
er; added  radio,  TV.  Assertive;  high 
profile  led  to  gov't  appointments: 
headed  Women's  Army  Corps 
WWII.  First  HEW  Sec'y  under  Ei- 
senhower. Son  William  Jr.  now 
Texas  It.  governor;  daughter  Jessica 
Catto  runs  Wash.  Journalism  Review. 
Sold  Post  1983  for  some  $130  mil- 
lion; then  bought  Cowles  Broad- 
casting for  $183  million.  Wealth  in 
names  of  heirs,  largely  controlled 
by  Oveta.  With  Houston  TV  (worth 
$200  million),  other  stations,  net 
worth  is  at  least  $375  million. 

MEI  Corp.,  banks.  Minneapolis.  69. 
Married,  3  sons.  Hauled  laundry  to 
help  support  family  of  10  in  West 
Des  Moines,  Iowa.  Started  collect- 
ing delinquent  loans  while  working 
on  banker's  farm.  Recruited  by  Bing 
Crosby  to  play  football  at  Gonzaga 
Univ.;  quit  after  season  to  sell  cars. 
Took  control  Minneapolis  bank- 
holding  company  after  brother-in- 
law  CEO  died  1948.  Turned  failing 
bus  firm  early  1970s,  into  third- 
largest  Pepsi  bottkr;  MEI  sales  over 
$600  million.  Small  bottlers  ap- 
proach him  to  be  acquired.  Unpre- 
tentious: "You  have  to  be  lucky." 
Paid  reported  $32  million  1984  for 
52%  Minnesota  (baseball)  Twins  to 
prevent  team  from  leaving  Twin 
Cities.  With  4  million  MEI  shares, 
bank-holding  company,  interest  in 
30  smaller  banks,  real  estate,  worth 
at  least  $375  million. 


cfioverf  14  illtcvm  i^ac-vin, 

Motorola.  Barrington,  111.  61.  Mar- 
ried, 4  children.  Father  Paul  found- 
ed Motorola  1928  on  $565  with  idea 
"from  God"  to  make  car  radios. 
Only  son,  groomed  from  childhood 
to  take  over,  became  president 
1956.  Changed  from  maker  of  car 
radios,  TV  sets  1960s  to  worldwide 
supplier  of  semiconductors,  assort- 
ed communications  equipment. 
Competitive;  careful:  "The  guy 
that's  king  of  the  hill  is  vulner- 
able." Now  chairman.  Heads  Rea- 
gan's Advisory  Council  on  Private 
Sector  Initiative.  With  wife,  has 
over  7%  Motorola  stake,  worth 
$360  million. 

¥onti  ^J nomad  <£uAfon 

Coca-Cola  bottler.  Chattanooga, 
Tenn.  58.  Married,  4  children. 
Grandfather  John  T.  used  piece  of 
patent  medicine  fortune  to  finance 
first  Coke  bottling  plants  with  2 
partners  1899;  died  1933.  Father 
Carter  bought,  sold  Coke  fran- 
chises at  frantic  pace;  ran  business 
until  he  died  1977.  "Jack"  started 
1954.  Shrewd;  outspoken.  As  only 
bottler  on  previous  Coca-Cola  Co. 
boards,  scolded  management  for 
fearing  change.  Now  largest  U.S. 
bottler:  Houston,  Dallas,  Fort 
Worth,  Austin,  Phoenix,  Denver; 
volume  $650  million.  Hires  best 
people  and  pays  well.  "I  think  the 
Pepsi  Challenge  will  neutralize  it- 
self." Golf  lover,  built  the  Honors 
Course  near  Chattanooga.  Net 
worth  more  than  $350  million. 

Inheritance.  Winnetka,  111.  59.  Mar- 
ried, 3  children.  Mother  was  a  John- 
son of  Johnson  Wax  (see  also  Samuel 
Curtis  Johnson).  John  known  mainly 
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as  philanthropist,  investor.  Named 
ambassador  to  Britain  1981:  praised 
for  ceremonial  role,  blamed  for  lack 
of  experience.  "I  will  never  be  a 
professional.  People  get  to  be  that 
way  by  spending  their  lifetimes  in 
this  business."  Resigned  1983,  re- 
portedly under  pressure.  Now  man- 
ages numerous  investments  full- 
time;  trustee,  fundraiser  North- 
western Univ.  With  family's  30% 
stake  Johnson  Wax,  worth  at  least 
$300  million.  Other  holdings  ex- 
ceed $50  million. 


JpacK  z/iudoi 
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Brothers.  Real  estate.  NYC.  Father 
Samuel  and  brothers  founded  Ru- 
din  Management  1924  to  run  hand- 
ful of  tenements.  Jack:  60.  Wi- 
dowed, 3  children.  Lewis:  57.  Di- 
vorced, remarried;  2  children.  Both 
joined  firm  1946;  today  own  4,000 
apt.  units  in  25  well-located  build- 
ings. Also  over  6  million  sq.  ft.  of- 
fice space,  most  highly  profitable 
and  built  before  1972.  Long-held 
family  philosophy:  Never  sell.  But 
interest  rates,  rent  guidelines  now 
forcing  to  co-op:  "We  have  been  the 
lone  holdout,  and  we  can't  handle  it 
anymore."  Recently  began  con- 
structing midtown  office  building. 
Civic-minded:  Jack  chairs  NYC 
Marathon  committee  (gives  annual 
"Rudin  Trophies").  Lewis  is 
founder-chairman  Association  for  a 
Better  New  York.  Share  net  worth 
of  $700  million  or  more. 

J  e/er  ^jleJiAen  J\a/itcou> 

Real  estate.  NYC.  41.  Married,  1 
son.  Kalikows  long  successful 
builders,  owners  row  homes  in  de- 
clining boroughs;  father  Harold  (d. 
1983)  split  from  family  business 
1967,  switched  to  Manhattan.  Son 
Peter  heads  H.J.  Kalikow  &  Co.; 
owns  7,000  apartments  NYC;  co- 
oping in  Queens,  not  in  Manhattan. 
Risked  big  at  101  Park  Avenue,  hit 
booming  office  market  in  1980. 
Now  redoing  opulent  former 
AT&T  headquarters  downtown. 
Still  building  high-priced  NYC 
rentals.  "We  like  to  turn  over  a 
building  every  year  or  so  to  keep 
our  residential  division  in  tune." 
Worth  minimum  $350  million. 

^LMf^fino  'drvarwe&co  J  auiacci 


'W 


Food  processing,  real  estate.  San- 
ford,  Fla.  and  Duluth,  Minn.  66. 
Married,  3  children.  "Jeno,"  son  of 
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poor  Italian  immigrants,  sold  pro- 
duce outdoors  as  "barker"  age  16. 
"That's  why  my  voice  is  still 
hoarse."  Borrowed  $2,500  1944  to 
make  canned  Chinese  food.  Proved 
expert  promoter;  Chun  King  ruled 
market;  sold  1966  for  $63  million. 
Set  up  Jeno's  1967  (frozen  pizza, 
snacks),  gave  to  children.  Began 
buying  cheap  land  near  Orlando, 
Fla.  1950s;  now  over  7,000  valuable 
acres.  Building  Heathrow:  1,260- 
acre  luxury  community.  With  oth- 
er investments,  minimum  net 
worth  $350  million.  "Get  a  mate 
who  will  allow  you  to  work  day  and 
night  7  days  a  week,  if  need  be. 
Otherwise  stay  single." 

GUwiaae  <f€aal&u  J<taartjf:r. 

_/  wt'anl  <=&wman  cfttuavt 

Brothers.  Inheritance.  Grandfather 
Elbridge  Amos  Stuart  founded  Car- 
nation Co.  1899  in  Kent,  Wash. 
Paid  $25,000  for  method  of  making 
good  evaporated  milk.  First  cus- 
tomers were  prospectors  on  way  to 
Yukon  gold  rush.  Now  sales  $3.4 
billion,  incl.  Coffee-mate,  Instant 
Breakfast,  Friskies,  Contadina;  31- 
year  streak  consecutive  increased 
earnings.  Elbridge:  Bellevue,  Idaho. 
67.  Married,  1  son.  Rose  to  v. p.  Car- 
nation, quit  1961  over  autocratic 
practices  of  CEO  father,  Elbridge 
Sr.  (d.  1972):  "A  company  isn't  one 
man's  life,  but  many  generations." 
Ranch  recluse;  raises  cattle,  alfalfa. 
Wife  (Marion  Butler  Stuart)  noted 
paleontologist.  Dwight:  Los  Ange- 
les. 60.  Divorced,  remarried;  3  sons 
by  first  marriage,  2  by  second. 
President  11  years  under  current 
CEO  H.  Everett  Olson  (not  related); 
resigned  in  1983,  still  a  director. 
Dwight  Jr.  v.p.  in  charge  of  pet  food. 
Family  holding  co.  (44%  Carnation) 
dissolved,  stock  distributed  1980; 
Dwight  now  controls  stock  worth 
at  least  $350  million,  Elbridge  at 
least  $250  million. 

Trading,  investments.  Los  Angeles 
and  Las  Vegas.  67.  Twice  divorced; 
2  children  by  second  wife.  Son  of 
Armenian  immigrants;  quit  trade 
school  to  help  support  family.  Be- 
came amateur  lightweight  boxer 
1930s;  sold  $100  junk  cars. 
Switched   to   DC-3s    after   WWII; 
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built  airline;  sold  to  Transamerica 
1968  for  some  $100  million.  Broke 
even  buying,  selling  Western  Air- 
lines 1970s.  Big  profit  in  Columbia 
Pictures  battle  1981.  Today  has  half 
interests  MGM/UA  Entertain- 
ment, MGM  Grand  Hotels.  Cele- 
brated high  roller.  Avoids  attention 
but  attracts  plenty.  Has  "loyal  in- 
ner circle."  Deducting  leverage, 
stock  worth  at  least  $350  million. 

JpoAn,  eft.  K/weAotel  *jw. 

Molex  Inc.  Downers  Grove,  111.  78. 
Married,  2  sons.  Father  Fred,  broth- 
er Ed  founded  small  plastic  mold- 
ing outfit  1938  when  Fred  created 
low-cost  plastic  (Molex)  from  in- 
dustrial waste.  John  Sr.  president 
1947.  First  plastic  flowerpots,  toys; 
then  electrical  components.  Profit- 
ed in  postwar  appliance  boom.  Mo- 
lex Inc.  dropped  Molex  late  1960s; 
now  buys  plastic.  "We're  not  great 
engineers,  we're  not  great  money 
people,  and  we're  not  great  sales- 
people. We  just  do  all  of  those 
things  fairly  well."  Now  chairman; 
both  sons  in  business.  Control  50% 
of  firm,  worth  $345  million. 

Oil,  land.  Freer,  Tex.  61.  Married,  4 
adopted  children.  One  of  6  children 
of  migrant  cotton  farmers  in  Okla- 
homa Dust  Bowl.  Moved  to  south 


Texas  1930s  for  better  land.  While 
dealing  real  estate  for  father  of  U.S. 
Sen.  Lloyd  Bentsen  (D-Tex.),  ac- 
quired vast,  valuable  land,  oil.  "The 
first  generation  is  always  a  hard 
s.o.b.  It's  the  next  generation  that 
has  the  nice  guys."  Got  state  to  join 
in  suit  against  Mobil  for  oil  lease 
violations.  Settled  1983,  now  trying 
to  sell  leases.  Owns  over  150,000 
acres,  mineral  interests  in  50,000 
more.  Trouble:  getting  money  to 
pump  oil  from  ground.  Also  San 
Antonio  (football)  Gunslingers.  De- 
spite cash  flow  problems,  holdings 
worth  well  over  $325  million. 

Amerada  Hess  Corp.  NYC  and 
Deal,  N.J.  69.  Married,  3  children. 
Lithuanian  father's  small  N.J.  fuel- 
delivery  firm  bankrupt  1933;  reor- 
ganized same  year  with  Leon  (age 
18)  in  charge,  also  drove  truck.  Ag- 
gressively underbid  competitors  for 
federal  oil  contracts;  entered  stor- 
age business  1938.  In  WWII,  Gen. 
Patton's  petroleum  supply  officer. 
From  1945,  integrated  (first  refinery 
1958,  service  stations  1959,  ac- 
quired Amerada  1969).  Now  Amer- 
ada Hess  sales  $8.4  billion.  Son 
John,  29,  v.p.  Leon  demanding 
chmn.,  secretive;  owns  over  12%. 
Also  NY.  (football)  Jets,  one-third 
Monmouth  racetrack.  Minimum 
net  worth:  $320  million. 


fat/to  &auo 


Brothers.  Wines.  Modesto,  Calif. 
75,  74.  Both  married  with  2  chil- 
dren. Started  in  shed  1933  with  pa- 
tience, determination  and  roughly 
$5,900.  Sold  wine  at  50  cents  a  gal- 
lon, half  the  going  rate.  Ever  since: 
Smiling  Julio  squeezes  the  grapes, 
fierce  Ernest  pinches  the  pennies, 
makes  millions  ("You  can  work  for 
him  [Ernest]  for  20  years.  But  the 
day  he  thinks  you  aren't  working  as 
hard  as  you  should,  he'll  fire  you."). 
Today  largest  U.S.  vintner  with 
over  one-quarter  of  all  wine  sold  in 
U.S.  Well-integrated  manufacturer: 
grows,  picks,  squeezes,  bottles,  dis- 
tributes, collects;  industry  price 
leader.  First  to  hire  research  chem- 
ists, automate,  computerize  oper- 
ations. No  public  tours;  no  figures 
released:  "Any  disclosure  is  ex- 
tremely distasteful."  Unit  volume 
up  over  1982,  but  experts  say  dollar 
volume  probably  same  lover  $600 
million).  Joint  net  worth  exc 
$600  million. 
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Today  it  takes  more  than  conventional 
advertising  to  reach  your  goals.  As  someone 
said,  "The  competition  is  good;  you  have 
to  be  better." 

You  need  a  competitive  edgel  leading 
companies,  big  and  small,  have  found  that 
"edge"  with  slide-chart  marketing.1"  With- 
out cost  or  obligation,  we'll  custom  design 
for  you.  Or,  choose  from  over  43  of  our 
standard  designs. 

Give  your  sales  and  marketing  programs 
new  life.  .  .Think  slide-charts.  .  .TH€ 
COMP€TITIV€  €DG€! 
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CALL  OR  S€ND  FOR  VOUR  COPV! 


CALL  TOLL  FR€€  800-423-5329 
,  (IN  CA  818-993-1000) 

\€astern  Sales  Office:  215-436-4594 

/P€RflVGRAF/SUD€  CHART  CORP 
19365  Business  Center  Drive 
Northridge,  California  91324 

D  1985  POP-UPS       □  SUD€-CHRRTS 
NRM€ 


94/ 

)Rp\ 


TITLf 

COMPflNV 

RPPPCSS 

CITV 

S^  PHON€ 

STRTC 

ZIP 

kJ> rie  ^rovlpeti  crotch  <^urtwwe<{ 


Ih/fia/H   (ooiwitn   Vo.r^pr. 
%me  vo.r  .  f  lac  &  free 


Brother  and  sister.  Inheritance. 
Great-grandchildren  of  Clarence 
Barron  (1855-1928),  Boston  tycoon 
who  built  up  Wall  Street  journal,  Bar- 
ron's, Dow  ticker.  Bill:  53.  London. 
Married,  4  children.  On  board  Dow 
Jones,  serves  as  executive  director 
European  operations;  commutes  by 
Concorde.  Jane  (Mrs.  Lawrence  E. 
MacElree):  Newtown  Square,  Pa 
55.  Divorced,  remarried;  7  children. 
Lives  with  lawyer-husband  on 
"Fairy  Hill  Farm";  has  raised  mon- 
ey for  Philadelphia  charities.  Since 
death  of  mother  Jessie  B.  Cox 
(1982),  they  preside  over  $600  mil- 
lion in  Dow  Jones  stock,  most  in 
interlocking  trusts.  (See  also  Jane 
Cook,  Bancrofts.) 

-Ze<iH<(ra  x   llar.r 


Real  estate.  Scarsdale,  N.Y.  80. 
Married,  3  children.  Graduated 
Yale  1920s,  became  broker.  Dealt 
in  chain-store  properties,  switched 
to  shopping  centers.  Now  owns 
downtown  real  estate  in  various 
cities  (some  $50  million  worth  in 
NYC  alone)  and  many  shopping 
centers.  "We  don't  sell.  Just  buy." 
Still  works  daily:  "Everybody  has 
the  obligation  to  produce  as  long  as 
they  are  capable."  Knowledgeable 
peers  say  net  worth  is  over  $300 
million.  Denied  by  him. 
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Metromedia.  Charlottesville,  Va. 
and  NYC  area.  70.  Married,  3  chil- 
dren. German-born;  family  settled 
in  Detroit  1922.  Put  self  through 
Columbia  ('37).  After  WWII  started 
D.C.  radio  station;  also  sold  Fritos, 
Cheetos,  food,  silver  polish;  bought 
real  estate.  Got  control  Metropoli- 
tan Broadcasting  1959;  parlayed 
into  Metromedia.  Expert  at  manag- 
ing cash  flow,  diversifying  (now  7 
top-market  TV,  12  radio  stations, 
Harlem  Globetrotters,  Ice  Capades, 
etc.).  With  stock  price  low,  took 
private  1984  in  industry's  biggest 
leveraged  buyout  (some  $1.2  bil- 
lion). His  26%  stake  drew  about 
$115  million  cash,  plus  over  75%  of 
new  firm.  Net  worth  already  ex- 
ceeds  $300  million;   has   shot   at 
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Oil.  Houston.  66.  Married,  2  chil- 
dren. Father  killed  by  poison  dart 
while  exploring  for  oil  in  South 
American  jungle.  Roy  (Harvard 
Ph.D.  in  geology)  explored  for 
Exxon,  went  out  on  own  1956. 
Moderate  success  until  1968:  Heard 
Indonesian  area  looked  like  Louisi- 
ana Basin  geologically;  made  stu- 
pendous gas  and  oil  discovery.  "It's 
good  to  peel  back  the  old  earth  and 
see  the  history  of  the  world."  Had 
to  take  in  many  partners,  but  keeps 
17%:  Partner  Enstar  paid  $180  mil- 
lion for  Superior  Oil's  7.5%  stake. 
Roy  recently  lost  bid  to  control  En- 
star,  run  by  college  classmate  O. 
Charles  Honig.  Net  worth  believed 
to  exceed  $300  million. 

s //,/,,,.  //,/f«„  C:\<',7/ 

Inheritance;.  Oyster  Bay,  N.Y.  56. 
Married,  6  children.  Mrs.  George  D. 
O'Neill,  great-granddaughter  of  oil- 
man John  Davison  Rockefeller, 
niece  to  David  and  Laurance  (which 
see)  and  daughter  of  Abby  Rockefel- 
ler Mauze  (d.  1976).  Active  in  civic 
affairs  and  charities,  particularly 
counseling  for  adolescents  and  fam- 
ilies. Little  known.  Her  estimated 
interest  in  Rockefeller  family 
trusts,  other  assets,  believed  more 
than  $300  million.  (See  also  other 
Rockefellers,  A.  Dayton,  Ferry,  Morgan, 
Roberts,  Simpson,  Thorn.) 
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Inheritance,  oil,  real  estate.  Dallas 
area,  except  Swanee  in  Denver.  Ray 
Lee:  41.  Married,  5  children.  His 
mother,  Ruth  Ray:  67.  Widowed. 
His  sister  Ruth  June:  40.  Unmar- 
ried, no  children.  Sister  Helen:  35. 
Divorced,  remarried;  5  children. 
Sister  Swanee  (Mrs.  Mark  Meeks): 
34.  Married;  uses  maiden  name. 
The  2nd  family  of  oilman  H.L. 
Hunt,  who  legitimized  family  by 
marrying  Ruth  Ray  1957,  after 
death  of  first  wife  1955  (long  kept 
families  secret  from  each  other;  see 
other  Hunts,  Schoellkopf,  Hill).  Inher- 
ited Hunt  Oil  Co.,  other  properties 
1974.  Women  active  in  religious  af- 
fairs: Ruth  June  works  as  profes- 
sional Christian  speaker-singer, 
Swanee  as  lay  minister.  Ray  man- 
ages business;  turned  around  ailing 
Hunt  Oil,  expanded  exploration; 
this  year  made  first-time  oil  discov- 
ery in  desolate  North  Yemen.  Also 
vast  real  estate  development  in  and 
around  Dallas,  especially  skyline- 
dominating  Reunion  Center.  Start- 
ed D  magazine,  owns  other  publica- 
tions. Unlike  half-brothers,  politi- 
cally active.  "I  decided  long  ago 
that  I'm  not  going  to  compete  with 
my  father's  success,  or  my  broth- 
ers' or  anybody  else's."  Mother's 
$250  million  inheritance  now  a 
shared  fortune  over  $1  billion; 
Ray's  share  over  $300  million. 


Jf'tc/c  zscwKev 


Real  estate.  NYC.  69.  Married,  2 
children.  Son  of  blouse  manufac- 
turer; started  in  Depression  as  lum- 
ber salesman,  established  own 
company.  Built  suburban  homes 
1950s,  then  took  big  risk:  huge  lux- 
ury apt.  complex  in  Forest  Hills, 
N.Y.  (Parker  Towers).  It  worked. 
Expanded  into  Manhattan,  N.J., 
Fla.  1960s.  Built  profitable  Parker- 
Meridien  Hotel  midtown  Manhat- 
tan; wealthy  clientele  attracted  by 
discreet,  French  management  style. 
Parker's  nameplate  on  hotel  office: 
"Jack  Parker — he  owns  the  whole 
shebang."  Co-oping  most  of  2,000 
apts.  on  Manhattan's  East  Side. 
Building  office  parks  NYC  area,  Fla. 
Minimum  net  worth:  $300  million. 


Cafeteria  or  Cafe  Royale? 


Enjoying  the  great  food  and 
ambiance  of  an  exclusive  restau- 
rant can  be  one  of  the  many 
rewards  of  business  success.  Im- 
prove your  chances  to  attain  that 
success  with  Dow  Jones  News/ 
Retrieval®.  It's  one  way  to  be 
certain  you  have  reliable  facts, 
news  and  insights  necessary  to 
make  the  right  management  de- 
cisions. To  help  you  in  your  drive 
for  career  advancement. 

Only  Dow  Jones  News/Retrieval 
gives  you  instant  electronic  access 
to  The  Wall  Street  Journal, 
Barron's  and  the  Dow  Jones 
News  Service. 

Overall,  you'll  find  a  wide 
variety  of  high-quality  data  bases 
that  transform  the  power  of  your 
personal  computer  into  high- 


powered  business  and  financial 
reports.  Plus,  you  get  corporate 
analyses,  economic  forecasts, 
industry  trends  and  exclusive 
Dow  Jones  Current  and  Historical 
Stock  Quotes  that  are  continuous- 
ly monitored  for  accuracy  by 
our  staff. 

Best  of  all,  Dow  Jones  is  a  re- 
spected publisher  of  information, 
not  just  a  re-seller.  That's  why 
only  Dow  Jones  gives  you  the 
accuracy  and  authority  you  can 
count  on,  every  business  day. 

As  smart  managers  everywhere 
have  discovered,  there's  only  one 
Dow  Jones. .  .and  only  one  Dow 
Jones  News/Retrieval.  Call  now 
and  discover  the  difference  it 
can  make  for  you. 


DOWIQNES 
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Alaska,  Hawaii  and  foreign,  call  1-215-      :  7008.  R 


I 


^J/ie  yJ'tyweti  ^rouw  cyvuM^wed 


J.<irry  driiner 


AyOcAa^u  ^Aj/io 


Brothers.  Real  estate.  NYC.  Late 
60s.  Larry,  elder.  Both  married, 
each  1  child.  Third  generation  of 
family  in  NYC  real  estate  (Park 
Ave.  Plaza,  Burlington  Building,  et 
al.).  Two  sons,  3  nephews  in  the 
business.  Zachary:  "The  banks  al- 
ways look  at  your  continuity."  Se- 
cretive. Own  roughly  6  million  sq. 
ft.  office  space.  Respected  for  good 
architectural  sense.  When  Daniel 
Ludwig  i which  see)  left  NYC  real 
estate  circa  1972,  kept  interests 
with  Fishers.  Follow  "3  basic  rules 
of  the  trade:  location,  location  and 
location."  Larry  is  tough  negotia- 
tor, baseball  fanatic.  Zachary  bank- 
rolled effort  to  turn  900-ft.  aircraft 
carrier  Intrepid  into  floating  muse- 
um. Share  minimum  net  worth  of 
$600  million. 

WtMicwn  \olau  ^/'ord 


J06** 


</i/h/k'  ( 'r/atf  //'ora 


Brothers  and  sister.  Grandchildren 
of  the  Henry  Ford.  Their  Class  B 
Ford  Motor  Co.  is  40%  of  voting 
stock.  Henry:  67.  Palm  Beach. 
Twice  divorced,  remarried;  3  chil- 
dren by  first  wife.  Named  Ford  di- 
rector third  year  at  Yale  (never 
graduated).  Released  from  Navy  af- 
ter father  Edsel's  death  1943.  Two 
years  later  took  over  company  at 
28.  Reorganized,  rebuilt  from  $8 
million  loss  1946  to  $260  million 
profit  1950.  Considered  early  retire- 
ment but  "when  I  got  to  be  40 1  just 
wasn't  ready  to  quit."  After  34-year 
reign,  chose  first  non-Ford  to  steer 
company  1979.  With  immediate 
family's  stock,  art,  other  interests, 
net  worth  exceeds  $200  million.  Jo- 
sephine (Dodie):  61.  Grosse  Pointe, 
Mich.  Married,  4  children.  Hus- 
band Walter  B.  Fon  II  is  unrelated 
Ford  from  old  Detn  ;  banking  fam- 
ily. Major  contributors  to  Detroit 
Institute  of  Arts.  H,  stake  worth 
$170  million.  William  Clay:  59. 
Grosse  Pointe  Shores,  .  lich.  Mar- 
ried, 4  children.  Also  director  while 
at  Yale.  Named  to  Ford  Executive 
Committee  1978.  Henry  ran  Ford; 
William  bought,  ran  Detroit  (foot- 


ball) Lions  instead.  Became  Eugene 
McCarthy's  running  mate  1976  (for 
6  days).  Has  personal  golf  course, 
real  estate.  Wife  is  Martha  Fire- 
stone. His  minimum  net  worth: 
$300  million. 

Ijera/d zDouglaA  cnutei 

Real  estate.  Houston.  59.  Married, 
2  children.  Was  building  systems 
engineer  1950s.  Real  estate  side- 
line: started  with  $16,000  conver- 
sion of  frame  house  into  offices; 
became  full-time  occupation  1957. 
Worth  $6  million  when  awarded 
bid  to  build  Shell  Oil  50-story 
Houston  offices.  Built  famed  Gal- 
leria,  others,  went  nationwide 
1970.  Now  owns,  often  with  half- 
interest  partners,  over  66  million 
sq.  ft.,  mostly  commercial  space  in 
34  cities,  incl.  9  million  sq.  ft. 
downtown  Houston.  Known  for 
striking  architecture  (Pennzoil 
Place),  renowned  architects  (Philip 
Johnson,  I.M.  Pei),  reasonable  con- 
struction costs.  Minimum  net 
worth:  $300  million. 

Publishing.  NYC.  53.  Divorced,  3 
sons.  Father  cofounded  Ziff-Davis 
1930s.  After  his  death  (1953),  son 
bought  out  Bernie  Davis.  Ziff  Corp. 
now  prosperous:  some  70  publica- 
tions (Car  and  Driver,  Popular  Pho- 
tography) for  young,  special-interest 
audience.  Also  trade  mags;  moving 
rapidly  into  computer  field.  Added 
TV  stations  late  1970s;  recently 
sold  all  6  for  $100  million.  Private; 
lives  in  modest  Manhattan  town 
house.  Observer:  "The  first  thing 
you  would  do  if  you  moved  in  was 
decorate — not  redecorate."  Serious- 
minded:  "I  think  the  dreariness  of 
small  talk  is  something  that  we 
should  all  take  arms  against."  With 
real  estate,  his  net  worth  estimated 
to  be  at  least  $300  million. 

//  ufo >i  /A overt  t TtefiAenA 

%acKAe>n  ^//totttai  Jfe/t/tetts 

Brothers.  Investment  banking,  oil 
and  gas.  Little  Rock,  Ark.  Witt:  76. 
Widowed,  remarried;  3  children. 
Jack:  61.  Divorced,  remarried;  5 
children.  Witt  sold  belt  buckles,  Bi- 
bles, suspenders  for  many  years;  be- 
gan buying  depressed  Arkansas  mu- 


nicipal bonds  1933.  Founded  Ste- 
phens, Inc.  with  Jack  1946.  Now 
one  of  top  10  investment  bankers  in 
nation,  largest  off  Wall  Street.  Witt: 
"Professional  country  boy,"  Arkan- 
sas kingmaker.  Jack:  "None  of  his 
brother's  charm,"  Annapolis  class- 
mate of  Jimmy  Carter,  taking  over 
as  Witt  ages.  Extensive  oil,  gas 
holdings.  Control  First  Arkansas 
Bank,  state's  largest.  Brothers  share 
estimated  $600  million. 

^/oraa/t   (ba/f/e  <_  itowe 

Intel  Corp.  Santa  Clara,  Calif.  55. 
Married,  2  children.  As  Caltech 
Ph.D.,  recruited  1956  by  William 
Shockley,  coinventor  of  transistor. 
Left  1957,  cofounded  Fairchild 
Semiconductor  with  Robert  Noyce. 
Started  Intel  1968  with  $2  million 


159  members  of  The  Forbes 

Four  Hundred  are  entirely 

self-made. 

backing;  introduced  silicon  gate 
metal  oxide  semiconductor,  the  ba- 
sic chip  technology.  "We're  in  the 
business  of  revolutionizing  soci- 
ety." Sales  now  $1.1  billion.  Suc- 
cess from  surpassing  own  designs. 
"A  technical  visionary,"  but  he  de- 
murs: "I'm  not  much  of  a  technolo- 
gist anymore."  Enjoys  deep-sea 
fishing.  His  Intel  stock,  other  hold- 
ings, worth  $300  million. 

II  a//ey  c  ney/wy/  t  /// a  re  it  jfeui 

Real  estate.  San  Francisco.  69.  Mar- 
ried, 3  children.  Born  in  Glen  Cove, 
N.Y.;  demobilized  1945  in  S.F.  with 
separation  pay,  little  else.  Got  com- 
mission job  as  real  estate  salesman 
for  Milton  Meyer  &  Co.;  became 
partner  1951;  sole  owner  upon 
Meyer's  death  1960.  Builder  nu- 
merous high-rises  S.F.  financial  dis- 
trict; also  L.A.,  Houston,  Kansas 
City.  Much  with  institutions.  Re- 
cently restructured.  Now  owns 
over  2  million  sq.  ft.  prime  office 
space,  manages  properties  worth 
over  $2.5  billion  (e.g.  Transamerica 
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Warning:  The  Surgeon  General  Has  Determined 
That  Cigarette  Smoking  Is  Dangerous  to  Your  Health. 


Surprising  richness, yet  99%  tar-fr 
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TTow? 

JTLWith  our  people. 

People  who  know  the  cereal  business. 

Quaker  Oats,  for  instance,  put  an 
AT&T  800  Service  number  on  a  map  in  their 
CAP'N  CRUNCH*  cereal  boxes. 

And  24  million  kids  called  to  find  out 
where  the  treasure  was. 

18  million  boxes  of  cereal  sold  during 
the  promotion  period.  A  sales  record. 

CAP'N  CRUNCH  increased  its  share 


of  market  by  33%.  From  2.9%  to  3.9%? 

The  people  of  AT&T  Communicatij 
are  thinking  about  your  business  in  waysj 
never  thought  of. 

We  have  specialists  for  your  size  busing 
whatever  business  you're  in.  Account 
teams  assigned  to  larger  businesses.  Or 
Account  Reps  to  help  smaller  businesses 
over  the  phone.  Or  Operators  to  help  setui 
teleconference  or  collect  calls. 

Specially  trained  people  you  get  w 


\  to  help  your  business  work 
imples: 

Ve  can  help  you  tailor  an  AT&T  800 
ice  number  to  your  own  promotions. 
Or  an  AT&T  DIALTF  900  Service 
per,  with  a  prerecorded  message  where 
■harge  for  the  call  is  paid  by  the  caller. 
Or  a  combination  of  both  services. 
Or  we  can  help  you  route  calls  to 
rent  locations  based  on  time  or  the  orig- 
tig  point  of  the  call.  So,  even  if  your  East 
t  office  closes  at  five,  your  West  Coast 
ci  can  automatically  pick  up  the  call. 
We  can  help  your  research  by 


^  T  is  a  trademark  of  AT&T  Company 

if  I  CRUNCH  is  a  trademark  of  The  Quaker  Oats  Company 


allowing  you  to  cut  into  calls 
so  you  can  find  out  exactly 
what  callers  think  about  your 
product.  Who  they  are.  What 
ucts  they've  been  using. 
How  often.  And  anything  else  you 
want  to  know  about  your  customers,  both 
actual  and  potential. 

To  find  out  more  about  how  we're 
thinking  about  your  business  in  ways  you 
never  thought  of,  call  your  Account  Executive 
at  AT&T  Communications. 
Or  1800  222-0400. 


AT&T 


jAe  ^rcym^  ^ou^  cffa^wlwed 


Pyramid).  Heavy  Democratic  fund- 
raiser; served  as  finance  chmn.  of 
host  committee  for  1984  conven- 
tion (S.F.).  Net  worth  estimated  at 
$300  million.  Son  Douglas,  30,  be- 
ing groomed. 

S//^r/&.  S-J/Uc 

Oil.  Victoria,  Tex.  73.  Married;  1 
son,  1  daughter.  Borrowed  $250 
from  rancher-father  to  try  luck  in 
oilfields.  First  well,  1939.  Met  men- 
tor-patron Harry  F.  Sinclair 
(founder  Sinclair  Oil)  1941;  merged, 
firm  became  Sinclair- Alkek  1948. 
Bought  out  Sinclair  1952.  By  1965 
annual  volume  of  Alkek's  personal 
stock  market  trades  amounted  to 
$75  million.  Claims  to  have  made 
more  than  $1  million  on  some  days. 
Credits  wife  for  success.  On 
30,000-acre  Texas  "Flying  A 
Ranch"  built  200-foot-wide  water- 
fall, imports  exotic  animals,  breeds 
deer  for  zoos.  Net  worth  about  $300 
million. 


fponn  ^tee  Xco.r 


Oil.  Midland,  Tex.  59.  Married;  1 
son,  1  daughter.  Grew  up  in  tiny 
southwestern  Texas  town  where  fa- 
ther worked  for  oil  company. 
Graduated  Rice  U.,  became  petro- 
leum engineer  1946.  Decided  1952 
"I  can  do  this  on  my  own."  Settled 


The  Forbes  Fouc  Hundred 

average  3.14  children  apiece. 

National  average:  233. 


in  Midland.  Major  operations  in 
Sprayberry  Trend  in  west  Texas, 
now  among  largest  private  oil  pro- 
ducers in  state;  also  Okla.,  N.M. 
Drills  more  than  100  wells  a  year. 
Son,  son-in-law  in  business  with 
him.  Net  worth  estimated  at  about 
$300  million.  "I  don't  pay  any  at- 
tention to  it." 

U-Haul.  Las  Vegas;  Scottsdale, 
Ariz.  68.  Widowed,  thrice  divorced, 
remarried;  7  sons,  5  daughters.  Bar- 
ber business  financed  Oregon  med 
school  tuition  ("My  income  ex- 
ceeded the  governor's.").  In  Navy 
WWII,  saw  need  for  move-it-your- 
self  vehicles.  Started  U-Haul  in 
Portland  1945  with  $3,000.  Now 
largest,  with  $720  million  sales, 
6,000  dealers,  90,000  trailers  (50%- 
owned),  70,000  trucks,  etc.  Started 
home  equipment  rentals  1983; 
higher-priced  independents  scared. 
U-Haul  "commanders"  (managers) 
urged  to  use  per  diems  at  McDon- 
ald's (late  Ray  Kroc  his  idol).  Puts  in 
12-14-hour  days:  "It  used  to  be 
more,  but  now  I  need  the  rest."  L.S. 
controls  parent  Amerco,  92% 
owned  by  family.  Net  worth  esti- 
mated at  $300  million. 

{rar/fon  iydea/ 

Oil.  Midland,  Tex.  68.  Married,  4 
sons;  all  in  business.  MIT  graduate 
1945.  Cofounded  BTA  Oil  Produc- 
ers 1952  in  Los  Angeles;  moved  to 
Midland  1954.  Bought  out  partner, 
fellow-Midlander  Allen  (Moose) 
Trobaugh,  mid-1960s.  Recently 
built  Midland's  first  helipad  atop 
BTA's  office.  "This  is  the  best  way 
to  travel  in  an  oilfield."  Oil  reserves 
Texas,  Louisiana,  Oklahoma,  New 
Mexico  worth  about  $300  million. 

yjudtveu  ^'ilavK  %JaA&* 

First  Charter  Financial  Corp.  Los 
Angeles.  82.  Widowed,  3  children. 
Born  in  Warsaw,  educated  in  En- 
gland. Bought  real  estate  firm  at  27, 
built  homes  in  Britain  during  De- 
pression, retired  by  37.  Immigrated 
to  Calif,  ahead  of  WWII,  brought 
capital,  talent  for  thrift:  "In  En- 
gland we  despised  waste.  Waste 
was  evil."  Opened  S&L  to  help  re- 
turning GIs  save.  Founded  First 
Charter    1955.   Despite  revolving- 
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door  management,  became  3rd- 
largest  S&L  in  U.S.  Merged  with 
more  daring  Financial  Corp.  of 
America  1983.  Taper's  35%  (con- 
trol) brought  over  $285  million 
cash.  With  other  assets,  net  worth 
estimated  at  $300  million. 

~\Daw  crtenwu  oLA-ncl'ne^  11 

Insurance,  banking.  Cincinnati.  65. 
Married,  3  sons.  Dropped  out  of 
school  at  14  to  help  pull  family's 
dairy  business  through  Depression; 
with  brothers  started  own  ice 
cream  store  1940.  Built  United 
Dairy  Farmers  to  200-store  chain. 
Entered  savings  and  loan  business 
1950s  as  American  Financial  Corp., 
added  casualty  insurance  1971. 
Disliked  scrutiny  by  public,  SEC; 
went  private  1981.  All  moves  high- 
ly leveraged.  Insurance  now  some 
75%  of  roughly  $2.5  billion  AFC 
revenues,  also  major  stakes  in  20- 
plus  public  cos.  Strict  Baptist; 
known  for  16-hour  workdays. 
Brother  Robert  has  minor  interest; 
Carl,  approx.  90%  AFC.  With  bank- 
ing, etc.,  net  worth  at  least  $275 
million. 

'zfiou  cTiam/tfavn  c/at/c 

Park  Communications.  Ithaca, 
N.Y.  74.  Married;  1  son,  1  daughter. 
Poor  farm  boy,  started  N.  Carolina 
State  Univ.  at  15;  paid  for  by  writ- 
ing for  A. P.,  running  college  paper. 
After  17  years  in  public  relations 
and  advertising,  cofounded  Duncan 
Hines  cake  mix  business,  merged 
1956  into  Procter  &  Gamble. 
Bought  first  TV  station  Greenville, 
N.C.  1962.  Today  7  TV,  14  radio 
stations;  may  buy  more  with  FCC 
rules  relaxed.  Also  75  publications 
(25  dailies).  Lifetime  workaholic; 
vacations  rare.  Hobbies:  raising 
peacocks,  collecting  classic  cars 
and  watches.  Went  public  1983; 
kept  89%.  With  other  stocks,  real 
estate,  some  citrus  groves,  net 
worth  is  minimum  $275  million. 

iSle/ena  Sitl/mre  a  a  J out 

Brother,  sister,  sister-in-law.  In- 
heritance. Descendants  of  A.  Felix 
Sr.,  distant  cousin  who  sided  with 
Pierre  in  family  split  1914  (see  Pierre 
S.  du  Pont  family,  du  Pont  family),  got 
8%  Christiana  Securities.  A.  Felix 
Jr.:  Wilmington,  Del.  78.  Divorced, 
remarried;  3  children  by  first  wife,  1 


FORBES  400/OCTOBER  1,  1984 


GRACIOUSLY  HYATT: 


• 


The  smile  that  greets  yon  ;it  ourironl 
desk  is  worlh  a  thousand  words.  It  says 
we  enjoy  our  guests  and  we  love  our 
work.  It  says  we  understand  the  special 
needs  of  business  travelers  like  no  one 
else  in  the  world. 

The  1  Ivalt  altitude  is  unmis- 
takable. From  our  charming  eon 
derges,  who  can  make  an  unfamiliar 
city  feel  more  accommodating,  lb  our 
energetic  bellmen,  who  help  with  all 
the  things  you  don't  have  time  to  do. 
To  OUT  Iriendlv  people  at  the  trout 
desk,  who  handle  vour  messages  and 
requests  with  cheerfulness  and 


A  little  Something  extra  from 


i  a  success. 


us  can  ncip  make  w 


A  gracious  touch  of  I  lyatt. 
Don't  you  W|S|  | 

YOU  WERE 
HERE" 

CHICAGO  O'HARE 

Hyatt  litis  the  city's  vitality  with  the 
advantages  of  airport  location. 

WASHINGTON,  I>,C. 

Hyatt  Regency  Crystal  City  is  the  closest 
hotel  to  National  A  irporl. 

LONG  BEACH 

Hyatt  Regency  is  steps  away  from  the 
ocean,  the  Queen  Mary  and  business 
district. 

NEW  YORK 

Grand  Hyatt  on  fashionable  Park 
Avenue  at  Grand  Central. 

WASHINGTON,  D.C, 

Walk  to  Capitol  Hill,  government 
agcucii's.  art  galleries  and  museums. 


HYATT©  H< 


For  reservations,  call  you 
:      or. 800  228  9000.  vl9M& 


^Jrie  cr<yMPe&  J'ouw  avu^wwed 


by  second.  Early  test  pilot,  execu- 
tive in  several  small  aircraft  com- 
panies, now  retired.  Once  built  cra- 
dle in  private  plane  for  infant  son. 
Alice  (Mrs.  James  Paul  Mills):  Hobe 
Sound,  Fla.  71.  Married,  3  children. 
Raises  horses,  paid  $325,000  for  ill- 
fated  Devil's  Bag,  syndicated  for 
$36  million.  Daughter  married  art- 
ist Jamie  Wyeth.  Estimated  net 
worth,  brother  and  sister,  is  $275 
million  each.  H.  Allaire:  Chesa- 
peake City,  Md.  60s.  Widowed,  2 
children.  Husband  Richard  Chich- 
ester du  Pont  noted  pilot  killed  in 
WWII  glider  crash.  Horse  breeder; 
among  first  women  admitted  to 
Jockey  Club  1983.  Her  inheritance, 
with  children,  also  could  be  $275 
million  now. 

c/oe&eii  XoaAnvna  cn&oteiMt 
I4'hitneu 

Inheritance.  Manhasset,  N.Y.  76. 
Divorced,  widowed;  2  children  by 
first  marriage.  Daughter  of  noted 
brain  surgeon  Harvey  Cushing. 
Married  James  Roosevelt,  eldest 
son  of  FDR,  who  called  her  "my 
favorite  daughter-in-law";  divorced 
1940.  Met  John  Hay  (Jock)  Whitney 
at  1941  dinnerparty,  married  1942. 
He  was  last  publisher  of  New  York 
Herald  Tribune,  heir  to  vast  19th- 
century  fortune  (oil,  tobacco,  street 
railways,  land).  Died  1982.  She  in- 
herited nearly  all:  media  interests, 
equity  in  J.H.  Whitney,  etc.  Also 
major  art  collection,  first  seen  by 
public  1983  in  National  Gallery  in 
limited  run.  Lives  on  500-acre  Long 
Island  estate.  Worth  at  least  $275 
million. 

II  i/ftatti  /Aanr/sY/t/i  S'lea rj/ ' Jti> . 
^Jiando//i/i  S  thheri&n  c/ie<tfi/ 

zDawa    Wnifonwe  cneawit 

Inheritance.  George  Hearst,  silver 
miner,  Calif,  senator,  bought  run- 
down San  Francisco  Examiner  1880, 
gave  to  son  William  Randolph 
1887,  who  became  America's  most 
flamboyant  and  controversial  me- 
dia baron.  Outsensationaiized  Pu- 
litzer (see family)  during  greit  NYC 
press  wars  turn-ot-the-century. 
Spent  lavishly  building  chain  (d. 
1951):  "I  never  plan  ai.  tensions, 
but  newspapers  seem  jusi  naturally 
to  keep  coming  to  me  to  t.  taken 


over."  Today,  14  dailies,  13  U.S. 
consumer  mags,  (also  specialty, 
overseas),  5  TV  stations,  7  radio, 
cable,  books,  real  estate,  timber. 
Three  of  5  sons  surviving.  Family 
gained  control  1974,  despite  WRH's 
will,  by  having  foundations  sell  out 
to  family  trust.  William  Jr.:  NYC. 
76.  Twice  divorced,  remarried;  2 
children.  Editor-in-chief  Hearst 
newspapers  from  1955;  helped 
chop,  consolidate,  sell  off  proper- 
ties. Heads  key  family  trust.  His 
column  won  Pulitzer  1956.  Pleas- 
ant-mannered. Brother  Randolph: 
Hillsboro  and  Paso  Robles,  Calif. 
68.  Divorced,  remarried;  5  daugh- 
ters by  first  wife.  Heads  flagship 
San  Francisco  newspaper.  Brother 
David  (Randolph's  twin):  Beverly 
Hills.  Married,  2  children.  Ran  Los 
Angeles  Herald-Express  1950-60  (now 
Herald  Examiner),  semiretired  from 
age  45.  Plays  golf,  otherwise  semi- 
reclusive.  Each  brother  has  20%  in- 
terest in  minimum  $1.3  billion 
trust.  Other  40%  held  by  children 
of  deceased  brothers  (see  Hearst 
grandchildren). 

cftoiva^  c> 'j wanton  J'XerK 
II  if/ainetfa-  Jxee/c  ^J  a  if 

II  iV/tant  .   Ih/ron  ^/\eck    11 

Superior  Oil  Company.  Descen- 
dants of  William  M.  Keck  Sr.,  cele- 
brated, imperious  wildcatter  said  to 
taste-test  drilling-core  samples. 
Founded  Superior  1921.  Pioneered 
offshore  Louisiana,  Venezuela.  Set 
drilling  records,  made  firm  leading 
independent  with  largest  reserves. 
Sons  William  Jr.  (d.  1982),  Howard 
grew  up  rivals.  Father  forced  to 
choose  successor  (Howard)  after 
1959  attempt  to  sell  blocked  (anti- 
trust). Howard:  Los  Angeles.  71. 
Married,  4  children.  After  father's 
death  1964,  ran  like  private  fiefdom 
until  1981;  diversified.  No  heir-ap- 
parent: Only  son  prefers  banking. 
Tight-fisted.  Hand-picked  manage- 
ment forced  him  off  board  1983 
during  family  feud  (he  opposed 
takeoverl.  Sister  Willametta:  Reno, 
Nev.;  Santa  Barbara,  Calif.  68.  Di- 
vorced, 4  children.  Long  resented 
Howard's  rule,-  inactive  until  1983 
proxy  battle;  won.  Told  press,  "I 
was  doing  some  estate  planning." 
Their  nephew  William  II:  Los  An- 
geles. 42.  Divorced,  3  sons.  Son  of 


deceased  third  sibling  William 
Keck  Jr.  (shunned  by  Howard:  used 
separate  jets).  William  II  co-execu- 
tor of  father's  will,  voted  with 
aunt  in  feud,  anxious  to  sell.  After 
resignation,  Howard  about-faced: 
actively  sought  buyer,  launched 
own  proxy  fight.  Superior  finally 
bought  by  Mobil  for  $5.7  billion 
1984.  After  taxes,  Howard  re- 
ceived $260  million,  Willametta 
$160  million,  William  $180  mil- 
lion. Foundation,  charities  got 
over  $500  million. 


WvHiawt  SSc 


crtiltcm 


Hilton  Hotels.  Los  Angeles.  56. 
Married,  8  children.  Mischievous 
as  youth.  College  dropout.  Turned 
down  first  job  from  father  Conrad: 
salary  too  low.  Worked  as  hotel 
bellman,  navy  photographer's 
mate.  Then  proved  self  with  small 
business  deals.  Hired  by  father 
1954.  Became  president  1966,  ex- 
panded empire.  Founded  San  Diego 
(football)  Chargers  1960  (still  owns 
20%).  Political  conservative.  Flies 
own  fleet  of  planes.  On  death  of 
father  1979,  inherited  option  to  buy 
25%  of  firm  on  handsome  install- 
ment plan.  With  present  value  of 
stock  arrangement,  other  assets, 
net  worth  exceeds  $260  million. 


Xoruir/es  cftenwj  ~z) 


<pc 


Conglomerator.  NYC.  75.  Married, 
4  children.  Decorated  WWII  Air 
Force  colonel.  Left  Textron  as  v.p. 
1949  because  he  felt  not  diversify- 
ing fast  enough.  Teamed  up  with 
former  colleague  Franklin  Kissner 
1956.  Dyson-Kissner  Corp.  (now 
Dyson-Kissner-Moran)  built  up 
conglomerate,  Wallace-Murray. 
Merged  into  Household  Finance 
Corp.  1981.  Son  John  chairman 
NYS  Power  Authority  from  1979, 
owns  E.P.  Dutton,  Inc.  (book  pub- 
lisher). Son  Robert  has  several  ra- 
dio stations.  Father  low-key,  usual- 
ly avoids  publicity;  controls  fam- 
ily's 100%'  voting  stock  in  DKM. 
Major  public  stakes  (Household, 
Esterline  Corp.,  Kearney-National), 
vast  private  holdings  worth  over 
$250  million. 

Ks'fuwfon  *Jt.  c/oiauitein 
z/iutn  c/oiauifein  z/u>ienoeva 

drt&nwu  «_£*.  c/to-ienaei^a   %t. 

Inheritance.  Baltimore.  Heirs  of 
Louis  Blaustein  (1869-1937),  penni- 
less Russian  immigrant  who  deliv- 
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rHE  TRIVIAL  PURSUIT 
SURVIVAL  KIT. 

•Vhile  the  Trivial  Pursuit  game  shortage  lasts,  please 
iccept  our  apologies  (and  a  few  samples  to  tide  you  over). 


<© 


What  U.S.  city  has  been  called  Little  Havana? 
What  movie  theater  has  sold  the  most  tickets? 


f\  \\    What  British  peerage  gave  its  name  to  an 
\T~1^    overcoat,  a  sofa  and  a  cigarette? 

What  actor's  autobiography  is  titled  All  My 
Yesterdays? 


What  is  xenophobia? 

Who  retired  with  755  home  runs  to  his  credit? 


X 


< 

2) 

|    What  country  is  home  to  Heineken  beer? 

How  many  seconds  usually  elapsed  before  the 
tape  self-destructed  on  Mission:  Impossible? 

Xj 

( 

D 

f    What  date  in  44  B.C.  was  Julius  Caesar 
assassinated? 

( 

1    What  heroic  group  did  DArtagnan  lead? 

What's  the  term  for  opposition  to  an  electrical 
current  in  a  conductor? 

L< 

^Jr 

What's  the  main  vegetable  in  vichyssoise? 

X 

Turr;  page  for  answers. 


THE  TRIVIAL  PURSUIT 
SURVIVAL  KIT 
(CONT.) 


If  you  like  these,  remember: 
there  are  5,964  more  questions 
in  the  Trivial  Pursuit®  game 
worth  waiting  for. 


(    (  ZUk    The  Netherlands 

K^fl 

(J^ve 

HBt^^H 

/j_^^\    March  15,  or  the  Ides  of 
\£lj    March 

l^^vfl 

^«-^ 

R^Rjr 

(ATiJ    The  Three  Musketeers 

Hfe^fil 

(J2^J    Resistance 

(fl     Bk    Potato 

CD 


Switzerland 

2002.-  A  Space  Odyssey 

Hail  to  the  Chief 

JamesThurber 

Saliva 


The  Harlem 
Globetrotters 


X 


<fi> 

Vatican  City 

^fe 

At  the  candy  store 

© 

A  Big  Mac 

'<Y^ 

Robert  Frost 

Grapefruit 

;  ■> 

I  he  four  of  clubs 

CD ch 


Miami 


Radio  City  Music  Hall 

esterfield 
Edward  G.  Robinson's 


Fear  of  strangers  or 
foreigners 

Hank  Aaron 


X 


i    Bolivia  and  Paraguay 

* 

m 

1    Steve  Allen 

E^a 

csd 

1    Winston  Churchill's 

B^^H 

1    Henry  David  Thoreau 

)   The  jawbone 

@ 

1    Severiano  Ballesteros 

* 

RSUIT*  is  the  registered  trademark  of  Horn  Abbot,  Ltd.  (Canada) 
i:    Manufactured  and  distributed  in  the  United  States  under  license 
i  Righter,  Bay  Shore,  NY 

horn  abbot 


^Jrw  cr<ywpe&  k^ou^  <7tu^wl^e<l 


ered  kerosene  door-to-door.  May 
have  opened  country's  first  gas  sta- 
tion (Baltimore).  Invented  forerun- 
ner metered  gasoline  pump,  anti- 
knock gasoline.  Founded  American 
Oil  1910.  After  17-year  lawsuit, 
merged  into  Standard  of  Indiana  for 
5.25  million  shares  1954  (since 
split  2-for-l).  Grandson  Morton:  57; 
divorced,  2  daughters.  His  Aunt 
Ruth:  85;  widowed.  Her  son  Henry: 
54;  married,  3  sons.  Henry  runs 
50%  -owned  Crown  Central  Petro- 
leum, Morton  runs  American  Trad- 
ing &  Production  Corp.,  private  oil 
and  gas  exploration  co.  Also  sub- 
stantial real  estate,  oil  tankers, 
bank  stock,  etc.  Numerous  philan- 
thropies. Share  fortune  over  $750 
million. 


y^&c 


oinev 


Financier.  Miami  Beach.  66.  Twice 
divorced,  4  children.  Ran  father's 
Baltimore  food  store  at  8,  left 
school  at  13  to  oversee  others.  Sold 
out  for  Baltimore  real  estate,  built 
empire  selling  rowhouses,  holding 
land.  Says  made  first  million  by  20. 
Started  buying  Florida  property 
1950s.  Later,  undervalued,  asset- 
rich  public  companies.  Now  con- 
trols 16,  stakes  in  over  40.  Shuns 
publicity,  social  affairs,  also  labeled 
as  corporate  raider:  "What  a  bunch 
of  crap.  I'm  an  'investor.'  "  Settled 
some  skirmishes  with  SEC  1970s; 
now  fighting  1982  indictment  for 


110  members  of  The 

Forbes  Four  Hundred,  27.5%, 

have  been  divorced  at 

least  once. 


$1.25  million  tax  evasion,  filing 
false  returns.  Net  worth  may  well 
exceed  $250  million.  He  claims 
much  higher. 

Inheritance.  Houston.  76.  Widow- 
ed, 2  daughters.  Husband  R.E.  (Bob) 
Smith  started  in  oil,  used  profits  to 
buy  land  in  Harris  County  (in  and 
around  Houston)  starting  1950s:  "I 
believe  completely  in  inflation."  At 
one  point  owned  17  square  miles 
inside  city  limits,  was  largest  land- 
holder in  county.  Also  ranches  else- 
where. Helped  bring  major-league 
baseball  to  Houston;  owned  land 
under  Astrodome.  Believed  to  be 
worth  $500  million  at  death  1973. 
Vivian  a  director  of  Cullen/Frost 
Bankers,  Inc.  in  San  Antonio.  Her 
trusts,  etc.  believed  to  far  exceed 
$250  million. 

z/ afoictc Jfosehn  ^flc&ove^n 

Publishing.  Nashua,  N.H.  47.  Di- 
vorced, remarried;  2  children. 
"With  4  weeks  of  paper  route  mon- 
ey," built  computer  while  teenager. 
Edited  computer  magazine  at  MIT, 
saw  need  for  market  census. 
Launched  International  Data 
Group  1964.  Started  newspaper 
1967  as  "ad":  Computerworld,  now 
largest  specialty  publication  of  its 
kind  (circulation  120,000).  Slowly 
selling  stock  to  employees  as  busi- 
ness prospers:  now  62  publications, 
projected  $250  million  revenues 
1984,  claims  10%  net  earnings,  no 
debt.  Still  owns  80%.  Soft-spoken, 
always  traveling.  Has  little  time  for 
hobby:  mountain  climbing.  Cur- 
rent wife  is  Lore  Harp,  Vector 
Graphic  founder.  Net  worth  far  in 
excess  of  $250  million. 

zl) a/via  c/o .  ^jna/cavtavi 

General  Nutrition,  Inc.  Pittsburgh; 
Bal  Harbour,  Fla.  70.  Married,  2 
children.  Pioneered  mass  market- 
ing of  health  food.  Armenian-born 
father  was  first  yogurt  importer 
U.S.;  ruined  in  Depression.  David 
opened  own  store  age  25,  did  $35 
first  day.  Had  6  outlets  by  WWII. 
Broke  the  health-nut  stereotype: 
"The  idea  of  paying  more  attention 
to  what  you  eat  didn't  seem  nutty 
to  me."  Began  serious  expansion 
late  1960s.  Built  chain  of  flashy  dis- 


count health  stores.  Now  over 
1,200  outlets.  Chairman  and  CEO; 
currently  ill.  With  recent  competi- 
tion, stock  down;  immediate  fam- 
ily's 80%  holding,  plus  big  Fla.  real 
estate  development,  worth  well 
over  $250  million. 


Jfaft 


'J  iyt.  Xravqi// 


*T 


.   ftcwaawl  vxivaiit 


Brother  and  sister.  Cargill,  Inc. 
Great-grandchildren  of  William  W. 
Cargill  (d.  1909),  founder  of  grain- 
trading  giant  (see  Cargill/ MacMillan 
family;  also  individual  MacMillans, 
Keinath,  Pictet).  James:  Minneapolis. 
61.  Married,  3  children.  Joined 
company  1947,  rose  to  v.p.  1963. 
Now  senior  v.p.,  director;  has  office 
in  company  headquarters,  but  said 
to  work  mainly  on  own  business 
affairs.  Expert  trout  fisherman. 
Margaret:  La  Jolla,  Calif.  64.  Single. 
Little  known.  Together,  believed  to 
own  their  family  branch's  25% 
Cargill  stock,  worth  at  least  $500 
million. 

II  iilict/m  c?  .  c/ aley 

CBS,  Inc.  NYC  and  Southampton, 
N.Y.  83.  Divorced,  widowed;  4  chil- 
dren, 2  stepchildren.  Grandfather 
had  thriving  lumber  firm  in  Russia, 
father  Sam  made  cigars  in  Philadel- 
phia. Bill  joined  him  after  Wharton, 
later  got  control  (1928)  of  failing 
radio  network  for  $500,000,  now 
CBS.  Was  ladies'  man,  party-lover; 
once  said  he'd  quit  at  35  to  bask  in 
the  sun.  Instead  built  CBS  to  pre- 
eminence. Raided  NBC's  talent 
pool  1940s.  Left  as  chairman  1983, 
now  "consultant."  From  1972, 
chmn.  of  board  Museum  of  Modern 
Art  (NYC).  His  own  collection 
worth  big  money.  With  over  7% 
CBS,  plus  smaller  holdings  media, 
oil,  computer  and  genetics  re- 
search, etc.,  minimum  net  worth  is 
$250  million. 

.  ftcw&Aa/l 'zrield  V 

^f'reaewcK    14 oca  will crt'eid 

Half-brothers.  Inheritance,  media. 
Original  Marshall  Field  arrived 
Chicago  1856;  started  as  salesman, 
built  up  Marshall  Field  &.  Co.  into 
world's  largest  department  store 
(maxim:  "Give  the  lady  what  she 
wants").  Marshall  III  sold  store 
1941.  Started  Chicago  Sun  (added 
Times  1948),  built  substantial  media 
empire.  After  untimely  death  of 
Marshall  IV  (1965,  |  Harvard- 
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kJ be  K^owkeb  Kjrouw  <7U/4wwe<i 


fresh  Marshall  V  started  4-year 
crash  journalism  course;  publisher 
by  age  28.  Shared  Field  Enterprises 
(TV  stations,  cable,  syndicate,  Sun- 
Times,  etc.)  with  half-brother  Fred- 
erick (Ted),  who  prompted  recent 
dissolution.  Marshall:  Chicago.  43. 
Divorced,  remarried;  3  daughters,  1 
son.  Conservative;  astute.  Kept 
Cabot,  Cabot  and  Forbes  (real  es- 
tate) for  self.  Also  plans  new  media 
co.  "We've  been  like  the  amoe- 
ba ..  .  splitting  apart.  But  he  [Ted] 
can  run  his  life  any  old  way  he 
wants."  Ted:  Los  Angeles.  32.  Sepa- 
rated, 1  daughter.  Some  real  estate 
interests.  Reportedly  quit  racing 
cars,  now  producing  movies  (e.g., 
Revenge  of  the  Nerds).  Each  owned 
over  40%  of  firm  (sisters  had  non- 
voting interests).  Each  half-brother 
worth  $250  million  or  more. 

Shipping.  Miami  Beach.  60.  Mar- 
ried, 3  children.  Fourth-generation 
Israeli,  quit  college  to  fight  in  Jew- 
ish Brigade;  now  U.S.  citizen.  Fa- 
ther owned  largest  Israeli  shipping 
firm;  Ted  left  1952  to  build  Miami's 
Carnival  Cruise  Lines  from  scratch: 
4  luxury  "fun"  ships,  like  TV's  Love 
Boat;  always  booked,  gambling  on 
board.  Some  $12  million  profit  per 
ship;  no  taxes.  Building  3  new  ships 
with  $350  million  loans.  Also 
banking,  real  estate  (building  luxu- 
ry condo  Miami,  housing  projects 
Atlanta),  Nassau  casino,  5  bulk  car- 
riers. Says  wants  to  retire,  but 
hasn't  the  time:  "When  I'm  not 
working,  I'm  working."  Foundation 
supports  promising  teenage  artists, 
brings  them  to  Miami.  Net  worth: 
at  least  $250  million. 

zraul  *J\<i(m<niv  at/x 

Beer,  real  estate.  Tiburon,  Calif.  78. 
Married,  childless.  "Mr.  Paul"  ar- 
rived from  Poland  at  20  as  mer- 
chant seaman.  Little  money,  no 
schooling.  Washed  cars,  learned  En- 
glish; later  managed,  then  bought 
into  nightclubs,  apt.  houses.  Took 
over  Los  Angeles  102  Brewery  in 
1950  real  estate  swap.  Today  con- 
trols Falstaff,  Pearl,  General  Brew- 
ing. Lost  bid  for  Pabst  1982.  Secret: 
cheap  beer  (little  advertising,  low 
overhead).  Very  patriotic  (buys  U.S. 
only).  Hard-nosed,  litigious,  reclu- 
sive. Workaholic  with  a  pacemak- 


er. With  land,  etc.,  net  worth  at 
least  $250  million,  all  evidently 
willed  to  charity.  "A  sale  without 
profit  is  a  sale  without  honor." 

Shopping  centers.  Indianapolis.  57. 
Divorced,  remarried;  5  children. 
Born  Brooklyn  to  garment  district 
tailor.  Sold  encyclopedias  in  army; 
then  leasing  agent  for  shopping 
centers  at  $100/week  against  com- 
mission. With  brothers,  on  own 
1959;  now  one  of  biggest  builders: 
125  centers  in  22  states.  Own,  man- 
age 90  (nearly  50  million  sq.  ft.). 
Shares  Indiana  (basketball)  Pacers 
with  brother  Herb.  With  Sam  Le- 
Frak  ( which  see),  breaking  ground  on 
futuristic  "Newport  City":  down- 
town renewal  near  NYC.  Worka- 
holic; often  out  of  breath.  His  two- 
thirds  of  Melvin  Simon  &  Asso- 
ciates (Herb  owns  rest),  other 
interests,  estimated  to  be  worth  at 
least  $250  million. 

^Lasx/o  ^  \ameier  'd/auvef 

Real  estate.  Potomac,  Md.  69.  Di- 
vorced, remarried;  2  children. 
Champion  teenage  Hungarian  gym- 
nast;   surgeon    1942.    Nazi    camp 


Thomas  Monaghan 

could  make  a  pizza  pie  in  27 

seconds  a  decade  ago;  he 

reports  he  is  currently  out 

of  practice. 


1944,  second  escape  successful.  To 
U.S.  1947  with  $700.  Invested  in 
real  estate  early  1950s  to  finance 
own  hospital:  "It's  never  the  same 
as  when  you're  chief."  Soon,  put  up 
own  buildings.  Now  largest  land- 
lord U.S.  government:  over  3.5  mil- 
lion sq.  ft.  Washington,  D.C.  office 
space.  First,  very  low  rent — then 
renegotiates  when  lease  expires. 
Also  NYC  (AMA  building,  et  al.). 
Usually  owns  75%,  25%  tax  shel- 
ters for  friends.  Millions  to  Holo- 
caust study;  also  gifts  to  medical 
schools,  50  families  in  Hungary,  Is- 
rael. Minimum  net  worth:  $250 
million.  (See  story  p.  40.) 

*Jeumow)t  wo/wi 

Real  estate.  NYC  and  Upper  Brook- 
ville,  N.Y.  73.  Widowed,  2  children. 
After  WWII  lived  next  to  brother, 
Sylvan  Lawrence,  in  Levittown, 
NY.;  they  found  apt.  tenants  for 
commissions.  Turned  profits  on 
small  buildings;  parlayed  gains  into 
largest,  if  unsung,  commercial  real 
estate  holdings  in  lower  Manhat- 
tan. Includes  2.5  million-sq.-ft. 
West  Side  office  building,  larger 
than  Empire  State  Building.  In  past 
year  sold  $125  million  of  proper- 
ties; seeking  to  reinvest.  Sylvan  ran 
firm  until  death  1981.  Seymour 
oversees,  but  spends  much  time 
breeding  racehorses,  charity  fund- 
raising.  His  half  of  properties  worth 
at  least  $250  million.  Sylvan's  heirs 
hold  other  half. 

cflowa&ct \sCeteKet 

Real  estate.  NYC.  47.  Married,  6 
children.  Father  Alfred  (d.  1968) 
built  up  Doral  chain:  hotel,  country 
club  in  Miami  (doing  poorly  in 
tourism  slump),  3  NYC  hotels  (do- 
ing well).  Family  added  large  Madi- 
son Ave.  office  building,  substan- 
tial apt.  properties  Conn.,  outer 
boroughs  NYC;  horse  breeding 
farm  near  Pawling,  N.Y.  Howard, 
with  family  members,  has  managed 
successfully.  Reserved  manner. 
"You  can  be  obnoxious  if  you  made 
it  yourself.  But  I  have  to  remember 
where  the  wealth  came  from."  De- 
spite trouble  renting  new  500-unit 
Doral  Plaza  (Chicago),  net  worth  at 
least  $250  million. 

Cement.  Palm  Beach.  79.  Married, 
3  sons.  "Doc"  arrived  in  Florida 
1926  with  one  dump  truck.  Hauled 
rocks,  sand,  sold  ready-mix  con- 
crete. Steadily  grew  along  state's 
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east  coast  through  building  booms 
and  busts.  Now  biggest  concrete 
producer  in  Florida,  still  expanding. 
Works  7  days  a  week.  Enjoys  Sun- 
day drives  to  visit  cement  plants; 
schedules  staff  meetings  6:30  a.m.: 
"It's  his  child."  Son,  David,  re- 
signed as  president  1983.  Two  oth- 
er sons  in  management.  Rinker's 
control  of  company,  with  $300  mil- 
lion sales  and  vast  land  holdings 
throughout  state,  worth  at  least 
$250  million. 

.Doris  zL^u/oe 

Inheritance.  Somerville,  N.J.  et  al., 
71.  Twice  divorced,  no  children. 
Daughter  of  James  Duke  (Duke 
Univ.),  self-made  founder  of  Ameri- 
can Tobacco  Co.  She  inherited  $70 
million  at  13.  Became  object  of  re- 
lentless press  scrutiny:  "I  wish  I 
could  go  into  a  store  and  shop  for 
things  just  as  a  girl."  Lavish 
homes  in  NYC,  Newport,  R.I., 
Honolulu,  etc.,  but  greatest  luxury 
is  "not  to  be  known  as  Doris 
Duke."  Sole  contributor  Newport 
Restoration  Foundation,  which  re- 
furbishes 18th-  and  19th-century 
homes.  Major  beneficiary  of  the 
Doris  Duke  Trust.  Her  interest 
and  other  assets  believed  to  exceed 
$250  million. 

Jlane  &nget/ia^ra 

Inheritance.  Far  Hills,  N.J.  Mid-60s. 
Twice  widowed,  5  daughters.  Fa- 
ther was  Brazilian  diplomat.  Sec- 
ond husband  was  Charles  Engel- 
hard Jr.,  legendary  "Platinum  King" 
(Engelhard  Minerals  &.  Chemicals), 
racehorse  enthusiast,  art  collector, 
prototype  for  James  Bond  character 
Goldfinger  (author  Ian  Fleming  was 
personal  friend).  Charles,  Jane  trav- 
eled together  worldwide  in  private 
transoceanic  jetliner.  He  built  $20 
million  inheritance  into  estimated 
$300  million  estate;  d.  1971.  Jane 
lives  at  "Cragwood";  devoted  to 
daughters,  many  charities.  Trustee 
Metropolitan  Museum  of  Art, 
NYC.  Estimated  minimum  net 
worth:  $250  million. 

-Dona/a  14 crfAt nqtori  z/i&unoldi 

Publishing.  Fort  Smith,  Ark.  and 
Las  Vegas.  78.  Thrice  widowed,  3 
children.  U.  of  Missouri  journalism 
grad  ('27),  fired  from  first  2  jobs: 


At  least  12  members  of  The 
Forbes  Four  Hundred  did 
not  finish  high  school.  At 

least  40  finished  high 
school  only.  At  least  306 
attended  college;  226 
graduated.  Postgraduate  de- 
grees: M.B.A.  28;  Law  15; 
Medicine  3;  other  26. 

"Didn't  get  enough  stories  and 
didn't  sell  enough  ads.  I  haven't 
been  fired  since."  Helped  publish 
Yank  magazine  WWII.  Since  war, 
built  Donrey  Media  Group:  84  pub- 
lications (51  are  dailies),  TV,  radio 
stations,  billboards,  small  shopping 
centers.  Just  got  rid  of  Thor- 
oughbreds ("They  didn't  run  fast 
enough").  Now  moving  into  cellu- 
lar radio,  fish  farming.  Named 
friend  and  cable  partner  Robert 
Howard  (which  see)  estate  executor. 
Foundation  set  to  inherit  business 
worth  at  least  $250  million. 

Ji  or<imu  xTwma&n  .  / )n//i// 

Broadcasting.  Seattle.  92.  Widowed, 

3  children.  Father  CD.  Stimson, 
pioneer  Seattle  lumberman  early 
1900s,  amassed  real  estate  (d.  1929); 
husband  A.  Scott  Bullitt,  state 
Dem.  leader  (d.  1932).  Dorothy 
managed  property;  bored,  bought 
Seattle  radio  station  1947,  North- 
west's first  TV  1948.  "It  was  a  risky 
adventure.  The  station  came  before 
the  sets."  Now  King  Broadcasting: 

4  TV,  6  radio,  cable  stations.  Son 
Stimson  left  for  real  estate  interests 
1973;  daughters  help  run  King; 
mother  in  on  key  decisions  (e.g.,  no 


merging).  Insider:  "She's  a  sharp  old 
lady."  Rafted  down  Colorado  rapids 
age  85  (sat  in  bow).  Family  backs 
peace  issues:  Seattle  TV  among 
first  to  decry  N.  Vietnam  bombing 
1966.  Control  company  worth  at 
least  $250  million. 

Inheritance,  investments.  Naples, 
Fla.  37.  Single.  Grandson  of  Barron 
Gift  Collier,  pioneer  of  streetcar  ad- 
vertising, who  used  $5  million  an- 
nual income  to  buy  1  million  acres 
southwest  Fla.  early  1920s;  state 
renamed  it  Collier  County.  Esti- 
mated $400  million  empire  split 
1980.  Miles  controls  half:  170,000- 
plus  acres  mostly  undeveloped,  oil 
and  mineral  rights  to  400,000  more, 
venture  capital,  50%  Naples  Daily 
News,  etc.  (7  relatives  control  other 
half).  Leases  or  develops:  "Any  fool 
can  sell."  Bright,  witty,  preppie. 
Weekends  in  Palm  Beach  to  visit 
mother,  Porsche  collection.  Mini- 
mum net  worth:  $250  million. 

(  ftk/etff/i  i/iuiKeman  '^/A&rwa 

Commerce  Clearing  House.  Mill- 
brook,  N.Y.  52.  Married,  3  sons,  1 
daughter.  Great  grandson  of  CCH's 
founder,  who  took  over  predecessor 
company,  renamed  1927.  Publishes 
updatable  loose-leafs  translating 
recent  tax  laws,  court  decisions, 
etc.  into  plain  English:  IRS  among 
biggest  subscribers  for  CCH's  tax 
reports.  Firm  situated  in  Chicago; 
Oakleigh  controls  from  NYC.  Sales 
$400  million,  net  aftertax  6.6%. 
Serves  wines  from  his  Millbrook 
vineyard;  owns  interest  in  9  mares. 
With  immediate  family's  44%  (4 
million  shares),  net  worth  at  least 
$250  million. 

stoats    ^.arrtc/c    Tiara 

Russell  Stover  Candies,  Inc.  Kansas 
City,  Mo.  64.  Married;  2  sons,  1 
daughter.  Navy  WWII.  Bought 
small  paper-box  co.  1952.  Major 
customers:  Hallmark  Cards,  Stover 
Candies.  Saw  latter's  potential. 
With  partner  bought  for  $7  million 
cash  1960,  went  public.  Became  fa- 
mous for  hand-dipped  chocolates, 
innovative  packaging,  high  quality 
for  less:  "The  consumer  is  good  to 
us,  and  we're  real  good  to  him." 
With  $50  million  took  company 
private  1981.  Now  family-owned 
(both  sons  in  business),  highly  prof- 
itable, efficient.  Marker  value  if 
sold:  estimated  at  $250  million 
Also  other  assets. 
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Oil,  investments.  Dallas.  61.  Di- 
vorced, remarried;  4  children  by 
first  marriage.  Son  of  famous  Texas 
oilman  and  one-man  conglomerate 
Clint  Sr.  (d.  1969),  who  once  owned 
115  companies.  ("Money  is  like  ma- 
nure. You  have  to  spread  it 
around.")  Clint  Jr.,  late  brother  John 
(d.  1979)  did:  17%  Centex,  Kirby 
Exploration,  etc.  Launched  Dallas 
(football)  Cowboys  with  $600,000 
in  1960.  Sold  for  some  $60  million 
1984,  partly  due  to  failing  health:  "I 
can't  enjoy  those  things  I  previously 
enjoyed  as  an  owner  .  .  .  being  the 
Cowboys'  number  one  fan."  Also 
ranch  land,  real  estate.  Despite  cash 
flow,  creditor  problems,  worth  at 
least  $250  million. 

J  iewe  J  annuel  au  J  cmt  III 

^llavw  ctJelin  au  J  <y?U 
^y'auifcne^ 

(bcfim  c/u  z/<mt  zs eaM&n 

14 Mil  cftaviti'riQ'ton,  au  c/ ont 

Inheritance.  Surviving  children  of 
Lammot  du  Pont,  brother  and  key 
associate  of  Pierre  Samuel;  presi- 
dent Du  Pont  company  1926-40, 
chairman  1940-48;  d.  1952  (see 
Pierre  Samuel  du  Pont  family,  du  Pont 
family).  Pierre  III:  Rockland,  Del. 
73.  Married,  3  children.  Rose  to  v.p. 
Du  Pont  company,  resigned  under 
pressure  after  outside  business  fail- 
ures. Passionate  yachtsman.  Son 
Pierre  IV  present  governor  Del. 
Mary  (Mrs.  James  Morison  Faulk- 
ner): Boston  area.  77.  Married,  7 
children.  Obscure.  Edith  (Mrs. 
George  Burton  Pearson  Jr.):  Mont- 
chanin,  Del.  72.  Widowed,  remar- 


Philip  Knight  (Nike  shoes)  is 

believed  to  hold  the  record 

for  the  one-mile  run  by  a 

centimillionaire  (4:12). 


ried  1968;  5  children  by  first  mar- 
riage. Husband  retired  Del.  judge. 
Willis:  Palm  Beach,  Fla.  48.  Married, 
3  children;  son  of  Lammot's  fourth 
wife  (siblings  by  first).  Citrus,  cattle, 
banking  investments  in  Fla.  Siblings 
believed  to  share  roughly  equally  in 
father's  estate.  Pierre  Ill's  worth 
probably  lower  because  of  business 
losses.  Their  combined  fortunes 
now  at  least  $1  billion. 


c/\icriay<i \.  wwt  z/)e  7 
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Partners.  Amway  Corp.  Ada,  Mich. 
58,  60.  Each  married,  4  children. 
Next-door  neighbors,  high  school 
buddies.  After  WWII  tried  flying 
service,  then  hamburger  stand, 
then  bought  and  sailed  schooner  to 
Cuba  (it  sank).  Started  Amway 
1959  in  basements.  Today  second- 
largest  direct-sales  firm  (behind 
Avon);  reports  nearly  $1.2  billion 
revenue.  Recruits  housewives,  oth- 
ers, to  peddle  some  350  products 
(e.g.,  soap)  preaching  free  enter- 
prise, American  dream.  Claims  1 
million  distributors  in  40  countries 
and  territories.  Real  money:  finding 
recruits,  getting  override,  building 
selling  structure.  If  you  do,  Amway 
profits;  if  you  fail,  Amway  profits 
anyway.  FTC  probe  1970s:  Firm  not 
a  pyramid  scheme,  but  earnings 
claims  were  misleading.  1983:  The 
company  pleaded  guilty  to  evading 
Canadian  Customs  duties  15  years, 
fined  $20  million;  still  face  huge 
civil  charges.  DeVos  ("the  Billy 
Graham  of  the  soap  set")  leaves 
crowds  spellbound.  Quiet  Van  An- 
del  behind-scenes  business  whiz. 
Also  interests  radio,  real  estate. 
Sales  down  1983  (first  time  ever), 
but  firm  probably  still  worth  $500 


million  or  more. 


JfoAn    WiliuMn  c/deww 

Yellow  Pages.  Dayton,  Ohio.  61. 
Twice  divorced,  5  sons.  Father 
Loren  Berry  ("Mr.  Yellow  Pages"), 
poor  boy  from  Wabash,  Ind.,  sold 
horseradish  door-to-door  age  8,  lat- 
er ad  space  for  railroad  schedules. 
Settled  in  Dayton  1910  with  $200. 
Began  to  persuade  telephone  com- 
panies to  let  him  sell  directory  ads, 
was  paid  often  with  substantial 
telephone  stock.  Died  1980  at  age 
91,  a  Dayton  legend.  John  now  run- 


ning L.M.  Berry  Co.,  one  of  largest 
worldwide  publishers  of  Yellow 
Pages.  Over  $500  million  U.S. 
sales,  plus  joint  venture  overseas 
with  ITT.  Private,  philanthropic. 
With  immediate  family,  net  worth 
should  be  at  least  $250  million. 

0to6et>t 'WinaAifr  Woodmjjf 

Coca-Cola.  Atlanta.  94.  Widowed, 
no  children.  Left  college,  bored,  at 
20.  Rose  to  v.p.  of  White  Motor  Co. 
Father  formed  syndicate  to  buy 
Coca-Cola  1919  with  $25  million. 
Robert  took  over  debt-ridden  firm 
1923.  In  4  years,  erased  debt,  retired 
preferred  stock,  split  common, 
raised  dividends.  "It  was  the  first 
time  in  my  life  I  felt  rich."  Served 
Coke  and  country  WWII  when  sup- 
plied servicemen  overseas  at  5 
cents  a  glass.  Led  to  big  postwar 
international  expansion,  now  in 
155  countries.  "Retired"  1955,  but 
active  until  left  directorship  1984. 
Controls  over  $400  million  in  foun- 
dations. Owns  outright  2.6%  of 
Coke;  with  other  assets,  minimum 
net  worth  is  $250  million.  Brother 
George's  stock  worth  $110  million. 

Jxamaatine  &i*cmam 

Washington  Post  Co.  Washington, 
D.C.  67.  Widowed;  3  sons,  1  daugh- 
ter. Father  Eugene  Meyer,  Wall  St. 
banker,  built  up  Allied  Corp.  prede- 
cessor. Bored  in  retirement,  pur- 
chased bankrupt  Post  1933.  Kay  and 
husband  Philip  took  over  1946.  Ex- 
panded, bought  Newsweek  1961. 
Since  Philip's  death  1963,  has  run 
firm.  Her  direct  but  low-key  man- 
agement style  effective,  respected. 
Also  4  TV  stations  (total  revenues 
near  $900  million).  Newspaper 
broke  famed  Watergate  story  1972. 
Known  since  for  tough  reporting. 
Son  Donald,  39,  Post  publisher,  but 
she  controls  majority  Post  Co.  vot- 
ing stock.  Graham  fortune  $250 
million  or  more,  much  in  chil- 
dren's names  (and  trusts). 


^/vamad  Wtili&n,  zfit 
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Brothers.  Inheritance.  Ft.  Worth. 
Sons  of  Ken  Davis  Sr.  (d.  1968), 
founder  Kendavis  Industries,  other, 
at  least  $2  billion  revenue  oilfield 
equipment,  contract  drilling,  explo- 
ration, production.  Each  inherited 
over  30% .  Ken  (who  now  runs  com- 
pany) and  Cullen  forced  out  youn- 
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A  PATEK  PHILIPPE 
DOESNT  JUST  TELL  YOU 

THE  TIME 


It  seems  to  us  that  there  are  certain  unique  qualities  that 
:an  be  found  among  the  men  and  women  who,  over  the 
:enturies,  have  chosen  to  wear  Patek  Philippe  watches. 

Intelligence,  for  one  thing.  A  delight  in  logic,  for  another. 
\n  appreciation  of  beauty  And  perhaps  most  important,  as 
*reat  a  respect  for  internal  integrity  as  for  external  ap- 
pearance. 

Of  course,  we  have  the  advantage  of  knowing  the 
lames  of  many  of  the  great  historical  and  contemporary 
igures  who  have  been  clients  of  Patek  Philippe. 

But  we  believe  that  even  if  you  were  to  judge  the  watch 
olely  on  its  own  merits,  with-  L^##f^T  1.^ 
but  reference  to  some  of  its 
Rotable  owners,  you  would 
:ome  to  the  same  conclusions 
|ibout  their  characters  as  we 
aave. 

Here  are  some  of  the  things 
j.hat  might  guide  your  opin- 
ons.  For  esthetics,  as  well  as 
function,  every  working  part, 
iown  to  the  tiniest  screw  or  the 
jinest  wheel,  is  microscopically 
founded  off  and  polished  by 
hand,  to  a  tolerance  of  no  more 
:han  one-hundredth  of  a  milli- 
meter-a  virtually  frictionless 
state. 

Cutting  and  pivoting  the 
Wheels  and  pinions  alone  involve  100  different  operations, 
each  one  done  by  hand.  And  the  pinions  are  lapped  and 
polished  on  both  sides. 

In  the  Patek  Philippe  mechanical  watch  as  well  as  the 
Patek  Philippe  quartz  watch,  many  internal  parts  are  plated 
with  gold,  again  for  function  and  appearance. 

Our  horlogers  complets,  complete  watchmakers,  mount 
the  tiniest  parts  of  a  Patek  Philippe  by  hand  during  the 
|?ight  to  nine  month  span  that  it  takes  to  create  each  individ- 
ual watch 

And  once  it  is  totally  assembled,  it  is  taken  apart  for 
further  refinements. 


During  manufacture,  each  movement  undergoes  a  total 
of  600  or  more  hours  of  testing,  including  testing  for  its 
response  to  cold,  heat,  humidity,  and  for  wear,  in  five  dif- 
ferent positions.  Actually,  almost  half  the  time  of  our  watch- 
makers is  spent  on  examination  and  re- examination  of 
parts  and  final  polishing. 

Our  quartz  watch  has  only  one-third  fewer  mechanical 
parts  than  our  mechanical  watch,  and  takes  eight  months  to 
complete.  Almost  as  long  as  our  mechanical  watch. 

And  the  tiny  2.5mm  Patek  Philippe  quartz  movement 
comes  from  our  own  electronics  factory,  where  we  have 

been  honing  our  skills  in  this 
twentieth  century  science  of 
electronic  timekeeping  since 
1952. 

Ultimately,  there  is  as  much 
difference  between  a  Patek 
Philippe  quartz  watch  and 
other  quartz  watches  as  there  is 
between  a  Patek  Philippe  me- 
chanical watch  and  other  me- 
chanical watches. 

For  144  years,  our  single- 
minded  dedication  to  perfec- 
tion has  been  the  context  for 
our  company's  existence-ever 
since  the  French  watchmaker, 
Adrien  Philippe,  joined  forces 
with  the  exiled  Polish  noble- 
man, Count  Antoine  de  Patek-to  create  the  world's  finest 
watches. 

Now  that  you  know  a  little  about  the  details  of  our 
meticulous  timepieces,  what  do  you  think  the  ownership  of 
a  Patek  Philippe,  mechanical  or  quartz,  might  tell  you  about 
yourself? 

Something  very  reassuring,  perhaps? 

The  Patek  Philippe  pictured  is  self-winding,  mechanical, 
with  date.  For  a  new  and  comprehensive  presentation 
of  Patek  Philippe  timepieces,  please  send  $5-or  for  a 
brochure  of  current  styles  write-to  Patek  Philippe, 
10  Rockefeller  Plaza,  Suite  629-F,  NY,  NY  10020. 


PATEK 
PHILIPPE 


LTTELLSYOU  SOMETHING 
ABOUTYOURSELE 


xJAe  ^row/peti  ^ouv  ^7va^m^ed 


ger  brother  Bill,  who  got  $100  mil- 
lion-plus out-of-court  settlement 
1976.  Older  brothers'  holdings  now 
worth  at  least  $250  million  each. 
Bill:  48.  Divorced,  remarried;  2 
children  by  first  marriage,  3  with 
second  wife.  Runs  father's  oil  and 
gas  outfit,  Davoil,  Inc.  Net  worth 
believed  to  exceed  $150  million. 
Ken  Jr.:  58.  Divorced,  3  children. 
Reclusive.  Cullen:  50.  Twice  di- 
vorced, remarried;  2  children  by 
first  wife.  Richest  man  ever  tried 
for  murder.  Acquitted  1977,  1979 
in  killing  of  second  wife's  male 
friend,  stepdaughter.  Also  charged 
with  seeking  to  kill  divorce  judge; 
charge  dismissed  1979.  Now  born- 
again  Christian.  Last  year  reported- 
ly smashed  collection  Oriental 
sculpture  representing  "false  gods." 
Rest  of  fortune  intact:  "A  person 
doesn't  have  to  give  up  material 
wealth  to  follow  Jesus  unless  He 
tells  you  to." 
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PAolevt&K 


wetna//   I !  ct.i 


WeL 


Cousins.  Weis  Markets,  Inc.  Sig- 
fried:  Lewisburg,  Pa.  68.  Robert: 
Sunbury,  Pa.  65.  Both  married,  each 
3  children.  Yalies;  updated  fathers' 
grocery  store  chain  to  modern  su- 
permarket empire.  Now  118  stores, 
mostly  in  central  Pa.;  margins  more 
than  4  times  industry  average  on 
$892  million  sales.  Sig's  secret:  "I 
always  answer  with  a  flip  re- 
sponse— superior  management"; 
i.e.,  careful  control  of  cost,  quality, 
distribution  ("We  count  sheets  of 
toilet  paper  and  facial  tissues"). 
More  than  1,100  private-label  prod- 
ucts, from  cheddar  cheese  to  shred- 
ded coconut.  Also  Amity  House 
family-style  restaurants  (mainly  ice 
cream).  Soft-spoken  Sig,  president, 
collects  antiques,  owns  35%  worth 
$245  million.  Bchind-scenes  Rob- 
ert, v.p.  and  treasurer,  owns  28% 
worth  $200  million;  his  sister  El- 
len, another  $62  million. 


^Leon   dj&uiwe 


Family  Dollar  Stores.  Charlotte, 
N.C.  47.  Married,  4  children.  At  13, 
after  father's  death,  learned  retail 
business  helping  mother  run  family 
department  store.  Opened  first 
Family  Dollar  store  age  21  ("I  had  a 
bigger  vision.  I  felt  my  talents  were 


greater  than  spending  30  minutes 
selling  a  $50  suit"):  self-service,  no- 
frills  retailing.  Had  100  stores  by 
1971,  400  by  1980,  760  today. 
Mainly  serves  low-,  middle-income 
families  in  rural,  small-town 
Southeast.  Annual  sales  clothes, 
household  goods  over  $200  million. 
Price  ceiling  $14.99  on  90%  of  mer- 
chandise. With  46%  stake,  plus 
recent  stock  sales,  worth  at  least 
$235  million. 

Gitee  ^■a-uaew 

C7\  o  fia/a  yJte  ven  .^Laaaef 

Cosmetics.  NYC  and  the  Hamp- 
tons. Estee  born  and  raised  Queens, 
N.Y.;  married  high  school  class- 
mate Joseph  (d.  1983).  Peddled  skin 
creams  for  Viennese  uncle,  at- 
tached her  name  to  several  brands. 
Launched  own  company  with  4 
products  1946.  By  1960,  sales  over 
$1  million  (mostly  from  Youth 
Dew  fragrance).  Today  Estee 
Lauder,  Inc.  is  third  largest  cosmet- 
ics-and-perfume  firm:  over  $1  bil- 
lion sales  (Clinique,  Aramis,  etc.). 
Some  40%  of  all  dept.  store  cosmet- 
ics sales.  Expanding  overseas.  Es- 
tee: 79.  Widowed,  2  sons.  No  longer 
running  daily  operations,  but  "Blue 
Lady"  (her  color)  still  reigning 
queen  of  industry.  Noted  for  uncan- 
ny "sixth  sense"  in  fashions,  fra- 
grances, consumer  trends.  Gave 
$10  million  to  U.  of  Pa.  for  interna- 
tional business  school  1983  (both 
sons  Wharton  grads).  Leonard:  51. 
Married,  2  sons.  Current  CEO;  long 
instrumental  in  firm's  growth,  out- 
spending  rivals  on  R&.D.  Ronald: 
40.  Married,  2  daughters.  Ran  for- 
eign operations;  political  aspira- 
tions: Left  1983  to  become  deputy 
asst.  defense  sec'y  (NATO);  still  co. 
director.  Family  zealously  private. 
Share  fortune  over  $700  million. 

-j 'a met  v row  ^fea/r/e 
II  t//i<(/><    Z.ouis  d'earne 

Brothers  and  sister.  Inheritance. 
Great-grandfather  Gideon  Daniel 
Searle  bought  small  Indiana  drug- 
store 1868.  Grew  into  one  of  first 
drugstore    chains;    began    making 


69  members  of  The  Forbes 

Four  Hundred 

are  women. 

drugs;  founded  G.D.  Searle  &  Co. 
1888.  Extremely  profitable  under 
Grandson  John  G.,  pres.  1936-1966 
(stressed  original  research;  chopped 
product  line  from  1,000  to  below 
30;  introduced  first  oral  contracep- 
tive, Dramamine,  etc.).  Worried 
about  sons'  capabilities;  attempted 
mergers  failed.  Daniel:  Winnetka, 
111.  58.  Married;  2  sons,  1  daughter. 
CEO  1966-1977.  Buying  spree  led 
to  heavy  debt;  FDA  investigation 
left  image  tarnished:  "I  never 
dreamed  this  could  happen  to  us." 
Brought  in  former  Defense  Sec'y 
Donald  Rumsfeld  to  clear  up  mess 
1977;  Daniel  now  chairman.  Dra- 
matic recovery:  huge  writeoffs,  firm 
streamlined.  Now  pushing  Nutra- 
sweet,  Equal  diet  sweeteners — over 
one-third  of  $950  million  sales.  Wil- 
liam: Lake  Forest,  111.  56.  Married,  3 
children.  Vice-chmn.,  director.  Su- 
zanne: Lake  Forest.  53.  Married,  3 
children.  Her  husband  Wesley  M. 
Dixon  also  director.  Siblings  preside 
over  28%  of  firm  (mostly  in  trusts), 
worth  over  $700  million. 


;Afc/ta fa Si  fa //  ^///t/Y/t 


General  Cinema  Corp.  Chestnut 
Hill,  Mass.  60.  Married,  3  children. 
Father  Philip  began  company  1922, 
took  public  as  General  Drive-in 
Corp.  I960;  largest  drive-in  theater 
chain.  Run  by  Dick  since  father's 
death  (1961);  built  multiple-screen 
theaters  during  suburban  shopping 
center  boom.  Now  largest  U.S. 
with  1,050  screens.  Also  largest  in- 
dependent Pepsi  bottler  (bought 
1968);  Sunkist  orange  soda,  1978; 
Buffalo  (N.Y.)  TV  station.  Firm 
bought  37%  Carter  Hawley  Hale 
department  store  chain  April  1984, 
warding  off  hostile  bid  by  Leslie 
Wexner  (which  see).  Avid  tennis 
player;  private.  His  25%  GC  worth 
$230  million. 


122 


FORBES  400/OCTOBER  1,  198 


AUSTRALIA'S  BHP: 

OIL  FOUND.STEEL  MADE 
RAILWAYS  AND  MINES 

BUILT. 

HIGH-TECH  TESTED. 

MINERALS  MINED. 

UTAH  INTERNATIONAL 

ACQUIRED. 

ANYTHING  WE  CAN 

FOR YOU? 


I    • 


Don't  feel  badly  if  you  don't  know  much  about  and  we  have  the  resources,  the  technology,  the 

ralia's  BHP.  expertise  and  the  human  capacity  to  meet  them. 

Until  our  acquisition  of  Utah  International  from  We  can't  tell  you  everything  about  ourselves  in 

3ral  Electric  (in  one  of  the  largest  corporate  one  advertisement,  of  course. 
lisitions  in  history)  we  haven't  really  told  people  We're  Australian  born,  just  on  a  hundred  years 

much,  outside  of  Australia.  ago.  Our  pre-Utah  annual  sales  were  around  $4.5 

!  But,  with  Utah,  we've  acquired  more  than  one  of  billion, 
finest  resource  management  teams  in  the  world.  Apart  from  our  steel,  petroleum,  transport, 

And  more  than  a  portfolio  of  interests  in  a  dozen  research,  manufacturing  and  minerals  divisions,  we 

"itries.  have  an  engineering  division,  which  means  what  it  says 

j  We've  acquired  a  focal  point  for  future  expansion  when  it  says  'No  job  too  big,  too  remote,  too  hard'. 
\e  international  arena.  That's  where  we  are  now.  We'd  like  to  get  to  know  our  new  neighbours 

it's  where  we'll  grow.  better  and  we'd  like  you  to  know  more  about  us. 

And  that's  where  you  may  come  in.  Why  not  call  the  Broken  Hill  Proprietary 

We  are  continually  accepting  new  challenges,  Company:  a  i  .    > 

t!  ia:  The  Broken  Hill  Proprietary  Co.  Limited,  140  William  Street,  Melbourne,  Australia  3000  GPO  Box  86A,  Melbourne  300]  Telephone  ^^^^  '"       '  ^—-^ 

I'  Japan:  HUP  Nominees  Pty  Ltd  3rd  Floor.  Matsuoka  Tamuracho  Bin  ,  22-10  Shimbashi  5-Chome  Minato-ku,  Tokyo  105,  |apan  ^r^^^  I 

fine  (3)  4366271  5  New  Zealand:  BHP  New  Zealand  Ltd  ,  Downtown  House,  21  Queen  Street,  Auckland  I   New  Zealand  Telephone  .afv         ^^9  HbcuJa 

('.Singapore:  The  Broken  Hill  Proprietary  Co  Ltd  ,  10  Collyer  Quay,  06  04-05  Ocean  Building,  Singapore  0104.  Telephone  m  1289.  //3^  i^^^fci  Ss^tS  ''^P^'*' 

W  Broken  Hill  Proprietary  (USA)  Inc.,  41st  Floor,  Chrysler  Bldg,  405  Lexington  Avenue,  New  York  NY  10017  Telephone  (212)  9863501  '/v9P//  I        J 

t  Kingdom:  Broken  Hill  Proprietary  Company  Ltd    Hanover  House  14  Hanover  Square,  London  WIR  ONI).  Telephone  01  1990621  >*-»•  WHK&^  la!         81  ■ 


^JAe  K^cwae^  ^ouv  auimu^e<i 


Refining.  Detroit;  NYC;  Palm 
Beach.  76.  Married,  5  children.  Fa- 
ther immigrant  peddler,  built  small 
oil  reclaiming  plant.  Max  raised 
money,  added  refining  1932;  be- 
came fully  integrated  firm,  one  of 
Midwest's  largest  independents 
(Aurora):  by  1938,  3,000  barrels  dai- 
ly. Organized,  bankrolled  Israeli 
petrochemical  industry  1950s.  Sold 
Aurora  1959  for  Marathon  Oil 
stock;  sold  stock  1982  to  U.S.  Steel 
for  over  $150  million.  Also  real  es- 
tate, stocks,  bonds,  minor  stake 
Sotheby's;  invests  some  with 
friends  Al  Taubman  and  Henry  Ford 
(which  see).  Behind-scenes  power 
broker;  gives  50%  annual  income  to 
charity.  "A  master  of  inconspicuous 
consumption."  Net  worth,  with 
family,  over  $225  million. 


cfle/en  Jxinneu  \£oh/e 


Y 


Publishing.  La  Jolla,  Calif.  61.  Di- 
vorced, widowed;  1  son  by  first 
marriage.  James  S.  Copley:  adopted 
son  of  newspaper  magnate  Colonel 
Ira  Copley  (d.  1947).  Helen:  Hunter 
College  dropout.  Answered  classi- 
fied ad,  became  secretary,  confi- 
dante to  James;  married  1965.  Sur- 
prised all:  took  over  Copley  Press 
on  husband's  death  1973.  Realized 
papers  poorly  managed,  run  as  po- 
litical forum.  Sold  properties, 
chopped  bureaucracy,  improved 
content.  Now  financially  sound:  5 
Illinois  papers,  5  California,  incl. 
flagship  San  Diego  Union/Tribune. 
Son  David,  32,  being  groomed  for 
top  spot.  James'  2  children  from 
prior  marriage  have  minority  stake; 
Helen  controls  nearly  90%,  worth 
at  least  $225  million. 

cfCuipn  zKoun&u  Jhaw/ijzr. 
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Brothers.  Inheritance.  Sons  of  Isa- 
bella du  Pont  Sh  irp,  sister  of  Pierre 
(see  Pierre  Sen  du  Pont  family,  du 
Pont  family).  I  "h:  Wilmington, 
Del.  74.  Marnt  I  en.  Was 

active  with  fan):'  ions,  Du 

Pont  company  I  at  to 

have  continuing  ,  e  in 

family.  Bayard:   Ceriti 
Boca  Grande,  Fla.  7<  .  > 

children.  Director  Chn>a 


ities  to  its  dissolution  1976.  Active 
breeder  and  racer  of  Thoroughbreds. 
Now  runs  exclusive  Boca  Grande 
resort.  Brothers  share  family  for- 
tune worth  at  least  $450  million. 

Jxennew  ertewwu   C  lien 

Digital  Equipment  Corp.  Lincoln, 
Mass.  58.  Married,  3  children.  Cir- 
cuit designer  with  no  business  ex- 
perience at  MIT's  Lincoln  Labs. 
With  $70,000  set  up  shop  1957  in 
old  textile  mill.  Credited  with 
starting  minicomputer  industry. 
Organized  DEC  to  stress  flow  of 
ideas  from  bottom  up;  sales  $5.5 
billion;  headquarters  still  the  old 
mill.  Latecomer  to  personal  com- 
puter market.  Profits  down  early 
1984  but  coming  back  with  sys- 
tems technology.  "You  make  the 
best  products  you  can,  and  you 
grow  as  fast  as  you  deserve  to."  His 
4%  DEC:  $225  million. 


_/  orvmy  &/><e&n 
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c/ourfon  Korean  z76efithtaen 

Sisters.  Inheritance.  Daughters  of 
Burton  E.  Green  (d.  1965),  promot- 
er, early  Beverly  Hills  real  estate 
developer.  Bought  oil-bearing  land 
when  nobody  wanted  it.  Cofounded 
Belridge  Oil  1911,  president  1925- 
65.  Bought  by  Shell  Oil  1979  for 
$3.65  billion  (then  history's  biggest 
takeover).  Sisters'  stake  nearly 
$700  million  (see  also  Buck  and 
Whittier  families).  Also  own  Beverly 
Hills  real  estate.  All  over  70;  live  in 
Beverly  Hills  (Burton  also  Newport 


The  family  most  represented 
among  The  Forbes  Four  Hun- 
dred is  du  Pont  (20  members). 


Beach).  Avoid  publicity.  Dorothy 
(Dolly):  eldest.  Divorced,  no  chil- 
dren. Celebrated  Belridge  sale  fol- 
lowing year  with  "mystery  wom- 
an" appearance  at  horse  auctions; 
paid  $2.2  million  for  5  yearlings, 
flew  off  in  chartered  jet.  Invested 
heavily  in  Thoroughbreds  with  no- 
table success:  "Everything  she 
touches  seems  to  turn  into  some 
form  of  gold."  Religious.  Animal 
lover,  attached  to  her  pet  dogs. 
Gave  much  for  Versailles  restora- 
tion. Liliore:  widow.  President  Los 
Angeles  Girl  Scouts  1961-63;  so- 
cially prominent,  but  lately  with- 
drawn from  functions.  Burton  (Bur- 
tie):  recently  widowed  from  Wil- 
liam Bettingen;  2  children.  Named 
for  father  who  "tired  of  waiting  for 
a  son."  Bought  John  Wayne's  beach 
house  for  $5  million.  Once  ran  Bev- 
erly Hills  antique  shop.  Estimated 
net  worth:  $225  million  each. 


iyiou  (cdutawi  zZ!ii?, 
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Walt  Disney  Productions,  broad- 
casting. Los  Angeles.  54.  Married,  4 
children.  Father  Roy  O.  (quiet  busi- 
ness manager),  uncle  Walt  (cartoon- 
ist) started  Hollywood  studio  1923, 
grew  into  Walt  Disney  Productions: 
cartoons,  movies,  theme  parks,  et 
al.  Roy  E.  left  management  1976  (5 
years  after  father's  death)  following 
bitter  fight  for  creative  control  with 
Walt's  son-in-law  Ron  Miller  (now 
CEO).  Started  Shamrock  Broadcast- 
ing: TV,  radio  stations,  real  estate. 
Recently  tried  to  take  over  Faberge, 
but  lost  to  Meshulam  Riklis  (which 
see).  Quit  Disney  board  March  1984 
but  rejoined  after  recent  takeover 
scare.  With  Shamrock,  5%  Disney, 
net  worth  is  estimated  to  be  $220 
million.  (See  also  Disney  family.) 

Southland  Financial  Corp.  Dallas. 
60.  Married;  1  son,  2  daughters.  Fa- 
ther John  W.  founded  Southland 
Life  Insurance  1908.  Ben  turned 
toward  real  estate  1950s,  sold 
firm's  insurance  subsidiary  for 
$352  million  1984.  Developing  Las 
Colinas,  part  of  12,000-acre  former 
family  ranch  between  Dallas,  Fort 
Worth.  Prairie  floodplain  now  high- 
rise  office  buildings,  "Venetian"  ca- 
nal taxis.  Controls  architecture, 
tenant  mix,  paint  colors;  no  mir- 
rored windows.  "You've  got  to 
build  it  the  way  Ben  wants  it  built." 
Most  land  owned  by  Southland,  but 
Carpenter  keeps  800  prime  acres. 
With  30%  Southland,  real  estate, 
worth  at  least  $220  million. 
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You  don't  get  to  be  in  this  issue 
by  listening  to  what  *they"  say. 


GOODfYEAR 


"Nobody  in  the  world  builds  an  executive 
jet  as  good  as  the  Gulf  stream "" 

Let  me  tell  you  why!' 


by  Henry  M.  Stumpf,  Jr. 

Senior  Vice  President,  Marketing 
Gulf  stream  Aerospace  Corporation 

"Today,  there  are  three  manufacturers 
that  build  airplanes  for  the  world's 
long-range  executive  jet  market. 

One  is  American,  one  Canadian, 
one  French. 

I  think  it's  safe  to  say  the  airplane 
built  by  the  American  company  is  the 
one  the  other  two  are  trying  to  catch. 

That  would  be  our  Gulfstream  III. 

Any  way  you  look  at  it,  it's  the  leader. 

Take  the  list  of  owners  who  have 
put  more  than  135  Gulfstream  Ills  into 
service  since  1980.  It's  the  'Who's  Who' 
of  the  world's  major  corporations  and 
governments.  And  I'm  proud  to  tell 
you  the  list  also  includes  the  U.S.  Air 
Force,  which  uses  Gulfstream  Ills  to 
fly  missions  for  very  important  per- 
sons in  our  nation's  government. 

Ask  corporate  pilots  what  business 
jet  they  would  like  most  to  fly  for  a 
living,  the  answer  is  invariably  the 
Gulfstream  III.  They  know  we  build 
an  airplane  that  will  do  everything  they 
ask  it  to  do — and  do  it  in  superlatives. 

I'll  go  on  record  as  saying  that  the 
Gulfstream  III  has  the  enviable  position 
of  being  accepted  among  responsible 
decision  makers  and  qualified  profes- 
sionals as  the  best  there  is. 

Of  course,  the  Canadians  and  the 
French  don't  agree  with  me. 

Read  their  ads.  You'll  see  what  I  mean. 

The  way  they  want  you  to  hear  it, 
the  Gulfstream  III  is  'yesterday's'  con- 
cept of  executive  aircraft  design,  fuel 
efficiency,  environmental  considera- 
tions, and  government  airworthiness 
regulations. 


There's  a  reason  they  want  you  to 
hear  it  that  way. 

Those  other  two  companies  are 
owned  completely  or  in  part  by  their 
governments,  which  are  determined  to 
have  successful  aerospace  industries  at 
any  cost.  Since  there's  a  lot  of  national 
pride  at  stake — not  to  mention  a  very 
prestigious  market — they're  anxious  that 
their  business  aircraft  look  like  winners. 

But  so  far,  their  best  efforts  are 
hardly  an  improvement  over  the 
Gulfstream  II,  which  we  built  through- 
out the  1970s,  and  nowhere  near  as 
productive  as  our  Gulfstream  III,  which 
we've  been  building  at  an  accelerated 
rate  for  over  two  years  to  meet  current 
demand. 

They  have  to  be  asking  themselves 
why  they  can't  get  their  Challengers  and 
Falcon  50s  to  match  the  Gulfstream  III 
in  performance,  acceptance  and — most 
important — sales. 

I  think  the  answer  is  obvious. 

We  simply  build  the  best  airplane. 


Look  at  this  performance 

chart. 

V 

Range  vs.  Cruise  Speed 

8  passengers  and  baggage,  zero  wind 

i 

3 

e 

Gulfstream  III 

3 

■ 

2     2800 

3 

to 

Z     2400 

" 

Challenger  601 

Falcon  50 

.70  .75  .80 

Cruise  Speed  (Mach  Number) 

All  performance  figures  and  other  data  have  been  prepared 
by  Gulfstream  Aerospace  Corporation  based  on  Informa- 
tion supplied  and  confirmed  by  Falcon  Jet  Corporation 
(basic  operating  weights  for  Falcon  SO  =  21,040  lbs.) 
and  Information  published  by  Canadalr  Limited. 


These  aren't  'paper'  airplanes,  but 
three  real  flying  machines  you  can  buy 
today. 

I  think  it  speaks  for  itself. 

This  comparison  always  prompts 
our  competitors  to  make  one  about  fue* 
consumption. 

They  tell  you  we  guzzle,  they  sip. 

I  admit  the  Gulfstream  III  uses  more 
fuel  than  a  Challenger  or  a  Falcon  50 
to  go  the  same  distance. 

I  wish  they'd  admit  their  airplanes 
are  smaller,  lighter,  have  less  room  for 
an  equal  number  of  passengers  and  bag- 
gage, can't  go  as  far  as  fast,  and  really 
aren't  designed  to  fly  the  kinds  of 
missions  the  Gulfstream  III  does. 

With  a  formula  called  the  'range 
factor'  any  aerodynamicist  can  prove 
the  Gulfstream  III  is  more  fuel  efficienr 
per  pound  of  airplane  than  any  other 
business  jet,  and  even  some  airliners.   I 


But  for  non-engineers  like  me,  there 
a  parallel  from  the  automobile  busines 
we  can  all  understand. 

When  you  want  a  car  that  will  cruis 
effortlessly  hour  after  hour  on  the  inter. 
states,  has  plenty  of  response  and  reserv 
power  when  you  need  it,  is  comfort- 
able, roomy,  and  makes  going  places  i 
pleasure — you  choose  a  full-size 
car.  Miles-per-  gallon  ^^ 
and  fuel  costs  take  ^  - 
on  a  certain  per 
spectiveinthe 
total  scheme  of 
things. 

It's  no  different 
choosing  an  executive^ 
jet.  Your  priorities  determine 
what  you'll  settle  for. 


«P^ 


The  folks  who  build  the  Falcon  50 
so  like  to  compare  numbers  of  engines, 
icause  their  airplane  has  three  and 
eryone  else's  has  two. 
I  don't  think  many  people  are  listen- 
g  any  longer.  Certainly  not  since  the 
igineers  at  Boeing  and  McDonnell 
ouglas — and  even  France's  own  Airbus 
dustrie — decided  three  engines  were 
le  too  many  for  their  new  generation 
'airliners.  And,  except  for  our  custom- 
s,  I  can't  think  of  a  group  of  aircraft 
jerators  more  concerned  about  safety 
reliability  than  the  airlines. 
I  admit  we  can't  do  much  about  the 
notional  thing  of  having  more  than 
/o  engines  over  water.  We  can  only 
sint  out  that  Gulfstream  jets  with 
;eir  two  incredibly  reliable  Rolls-Royce 
lgines  have  crossed  and  recrossed 
'ery  ocean  in  the  world  thousands  of 
nes  for  over  15  years,  routinely  and 
ithout  incident. 


Rather  than  mention  engines,  the 
folks  at  Challenger  carry  on  about  their 
cabin.  Not  about  its  total  floor  area  or 
cabin  volume,  but  only  how  wide  it  is. 

I'll  not  only  give  them  the  point,  but 
show  you  how  they  compare. 


Falcon  50 


You  can  see  for  yourself  that  the 
Challenger  cabin  isn't  nearly  as  big  as 
the  Gulfstream  III,  but,  yes,  it  is  wider 
at  the  floor  line. 

Frankly,  I'm  glad  it  is. 

Our  engineers  tell  me  the  Challenger's 
wide-body  design  concept  begins  to 
strain  some  rather  basic  aerodynamic 
principles,  the  way  its  engines  and  wing 
have  to  work  to  force  a  fuselage  of  that 
diameter  through  the  air. 

Maybe  that's  why  the  Challenger  has 
never  quite  gotten  off  the  ground  in 
the  marketplace.  You  don't  measure 
how  good  a  long  range  executive  jet 
really  is  by  its  waistline. 

I'm  not  trying  to  tell  you  the 
Gulfstream  III  is  a  perfect  airplane. 
If  it  was,  we  wouldn't  always  be  looking 
for  and  finding  ways  to  make  it 
better. 


I  am  saying  that  when  you  seriously 
study  the  long  range  business  jets  avail- 
able today,  you  find  that  nothing  else 
compares  to  the  Gulfstream  III.  Not  in 
performance,  cabin  size,  engine  relia- 
bility, systems  dependability,  produc- 
tivity, experience  or  acceptance. 

The  Canadians  haven't  matched  it. 

Or  the  French. 

Or  anyone  else,  for  that  matter.  And 
that  ought  to  tell  you  something  else. 

In  the  business  of  designing  and 
building  world  class  executive  jet  air- 
craft, the  rules  are  the  same  for  every- 
one. Aerodynamic  principles  are  basic. 
New  technology  is  available  to  anybody 
who  understands  how  to  use  it.  Govern- 
ment regulations  for  airworthiness 
certificates  and  environmental  stan- 
dards show  no  favorites. 

So  why  are  we  able  to  keep  the 
Gulfstream  III  so  advanced,  so  modern 
— and  so  far  ahead? 

I'll  answer  it  this  way: 

Call  me,  or  write  me  on  your  com- 
pany letterhead,  and  I'll  send  you  a 
small  American  flag  to  keep  on  your 
desk. 

I  hope  it  will  remind  you  that  good 
old  American  know-how  has  never  been 
more  alive  or  more  evident  than  it  is  in 
the  Gulfstream  III. 

I'll  tell  you  one  more  thing. 

Everybody  in  this  company  is  proud 
to  build  the  world's  finest  executive  jet. 

And  we  intend  to  keep  it  that  way. 

My  number:  (912)  964-3274. 

My  address:  Gulfstream  Aerospace 
Corporation,  P.O.  Box  2206,  Savannah^ 
Georgia  31402  U.S.A'.'  m 


©1984  Gulfstream  A 
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American  Stores.  Salt  Lake  City. 
61.  Married,  4  children.  Father  L.S. 
Sr.  founded  Safeway  chain  with  5 
brothers.  Resigned  after  23  years. 
Started  Skaggs  Companies,  Inc. 
1939.  L.S.  Jr.  inherited  firm  1950,  at 
26.  Helped  pioneer  "one  stop"  gro- 
cery/drugstore shopping  in  partner- 
ship 1970-77  with  Joe  Albertson 
(which  see),  whom  L.S.  Sr.  financed. 
Combo  profitable.  Parted  friends, 
but  Wall  Street  wary:  Stock 
dropped  25%  soon  after  breakup. 
Undaunted,  L.S.  built  Skaggs  into 
third-largest  drug  chain.  Merged 
with  American  Stores  1979.  Bought 
rival  Jewel  Cos.  1984  ($1.2  billion 
deal);  L.S.  chairman  and  CEO.  His 
21%  A-S  stake  recently  worth  $220 
million. 

Tektronix,  Inc.  Portland,  Ore.  71. 
Married,  5  children.  College  phys- 
ics major,  saw  need  for  mass-pro- 
duced oscilloscope.  Studied  radar 
sets  during  WWII,  then  worked  in 
radio  and  appliance  shop.  With 
partner  M.J.  Murdock  (d.  1971),  de- 
signed better,  cheaper  oscilloscope 
in  back  room.  Started  firm  1946, 
stayed  better  and  cheaper.  Grew 
into  world's  leading  maker,  went 
public  1963.  Diversified  1970s: 
computer  graphics,  communica- 
tions test  equipment,  visual  design 
tools,  etc.  Sales  now  over  $1.3 
billion.  Stepped  down  to  vice  chair- 
man February  1984.  Now  pursuing 
personal  projects  (science,  arts). 
His  18%  Tektronix  worth  $220 
million. 

Apple  Computer.  Los  Gatos,  Calif. 
29.  Single,  1  daughter.  Adopted  at 
birth;  college  dropout;  worked 
briefly  for  Atari.  Launched  personal 
computer  industry  after  seeing 
friend's  home-built  model.  Started 
Apple  Compul  1975  in  garage; 
persuaded  A.  Markkula  (which  see) 
to  help  mass-produc  .  t  public 

1980.  Apple  III  computer  iess  per- 
fect (1981);  IBM  gained  lead.  Next, 
"Lisa":  innovative,  expensive;  sales 
weak.  Now  gambling  on  lower- 
priced,  32-bit  "Macintosh." 
wears  jeans  to  meetings:  ' 


128 


guy  who  probably  should  have  been 
a  semitalented  poet  on  the  Left 
Bank.  I  got  sort  of  sidetracked 
here."  His  "sidetrack"  includes 
12%  Apple,  etc.,  worth  over  $210 
million. 

Guardian  Industries  Corp.  Detroit 
(Bloomfield  Hills).  61.  Divorced,  re- 
cently remarried;  2  children,  1  step- 
child. Lawyer,  started  career  as  sav- 
ior of  small,  failing  businesses. 
Took  over  bankrupt  family  wind- 
shield firm  1955  after  bitter  strug- 
gle with  relative.  Paid  off  creditors, 
turned  it  around.  Saw  chance  1967 


The  richest  elected  official 

in  the  U.S.  is  John  D. 

Rockefeller  IV,  Governor  of 

West  Virginia. 

as  glassmaker,  went  public  1968. 
Today  is  4th-largest  glass  producer; 
also  photofinishing.  Sales  1983: 
$470  million.  Hobby:  62% -owned 
Detroit  (basketball)  Pistons;  shoots 
own  hoops  at  home  indoor  court. 
His  42%  Guardian,  plus  other  in- 
terests, worth  over  $210  million. 
Now  wants  to  take  firm  private  in 
$300  million-plus  deal. 

Syms  Corp.  Lyndhurst,  N.J.  58. 
Married;  3  sons,  3  daughters. 
Brooklyn-born  baby  of  8  children. 
Small-time  sports  announcer  after 
college.  Joined  family  Wall  Street 
haberdashery  1952.  Opened  own 
1959.  Now  12  "off-price"  Syms  re- 
tail stores  on  East  Coast;  soon  Chi- 


cago. Offers  famous-brand  over- 
stocks: "The  public  is  not  12  years 
old."  Also  luxury  clothier  A.  Sulka 
&  Co.,  London,  Paris.  Politically 
neutral:  "I  need  to  sell  to  socialists 
and  communists  like  everybody 
else."  $180  million  (sales)  Syms 
Corp.  went  public  1983,  netting 
Merns  $31  million  cash.  With  re- 
maining 14.5  million  shares  (82%), 
his  minimum  net  worth  is  $210 
million. 
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Inheritance,  art.  Houston.  75.  Wid- 
owed, 5  children.  Daughter  of  Con- 
rad Schlumberger,  who  cofounded 
Schlumberger,  Ltd.,  oilfield  ser- 
vices (d.  1936).  With  husband  John 
(son  of  French  baron),  fled  Nazi- 
occupied  Paris  1941  to  firm's  Hous- 
ton headquarters.  Since  1960  fam- 
ily has  sold  much  stock.  John  ran 
Schlumberger  1967-70  (d.  1973). 
Dominique  ran  art  department 
small  Houston  university  1964-69. 
Art  lover:  Started  with  postwar 
"bargain"  paintings,  now  consid- 
ered largest  private  collection  sur- 
realistic art.  Building  Houston  mu- 
seum. "When  I  arrived  in  Texas, 
there  was  not  much  you  could  call 
art."  Wealth  believed  to  exceed 
$200  million. 
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Entrepreneur.  Los  Angeles,  NYC, 
Moscow.  86.  Twice  divorced,  re- 
married; 1  son  by  first  wife.  Bronx- 
born  son  of  Russian  immigrants. 
Father  a  physician,  active  in  Social- 
ist Labor  Party.  Armand  also 
trained  as  doctor,  but  ardent  cap- 
italist: "I  made  my  first  million  as  a 
student."  Began  trading  U.S.  grain 
for  U.S.S.R.  fur  and  gems  1920, 
made  pencils  for  Lenin  1925. 
Bought  "worthless"  Soviet  notes 
Stalin  paid  off  at  face  value.  He  and 
friends  bought  nearly  defunct  Occi- 
dental Petroleum  1955  for  18  cents 
a  share,  huilt  into  giant,  1960s,  on 
Libyan  oil.  Sales  $19  billion  1983, 
17th-largest  U.S.  company.  Has  $50 
million-plus  art  collection.  His  Oc- 
cidental stock  worth  only  $30  mil- 
lion, but  his  net  worth  must  exceed 
$200  million. 
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Inheritance,  real  estate.  Father  Syl- 
van, 85,  shopping  cart  inventor, 
built  Humpty  Dumpty  grocery 
chain  1930s.  Merged  33  stores  into 
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The  new  Texaco's  massive  $2.7  billion 

refinery  modernization  program 

is  being  completed  ahead  of  schedule  and 

under  budget. 


Behind  the  new  Texaco  Star,  there's  a  new  Texa 
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ACF-Wrigley  1955  (now  Allied  Su- 
permarkets). Left  1959  to  build  real 
estate  empire.  Developed  shopping 
centers,  planned  communities,  ho- 
tels in  Okla.,  Tex.,  Colo.,  Ariz., 
Puerto  Rico;  raw  land  Houston, 
Oklahoma  City.  Also  former  Kaiser 
estate  Hawaii,  stocks,  oil  and  gas, 
banking.  Liquid  assets  alone  may 
top  $200  million.  Sons  now  control 
Goldman  Cos.;  both  live  in  Okla. 
City  and  Honolulu.  Alfred:  46.  Sin- 
gle. Wharton  business  grad.;  CEO. 
Bright,  extroverted:  "We  don't  have 
any  money  borrowed  from  any- 
where in  the  whole  damn  world. 
That's  why  I  can  laugh  a  lot." 
Monte:  49.  Married,  2  daughters. 
Less  outgoing,  co-chairman.  Equal 
partners,  secretive,  keep  Goldman 
name  off  most  deals.  Joint  worth 
easily  exceeds  $400  million.  "We 
make  a  nice  living." 

Marion  Laboratories.  Kansas  City, 
Mo.  68.  Married,  3  children.  Started 
as  drug  salesman  1948.  Commis- 
sions soon  exceeded  president's  sal- 
ary. Used  spare  time  to  develop  first 
calcium  pill,  from  crushed  oyster 
shells;  packaged  at  night  in  base- 
ment. Launched  Marion  on  his  in- 
vention 1950.  Now  markets  86 
products,  mostly  other  firms'  dis- 
coveries ($180  million  sales).  Spon- 


The  young*  :v  member  of  The 
Forbes  Four  Hundred  whose 
fortune  is  completely  self- 
made  is  Steven  Jobs-  29. 


sored  classes  1980-82  to  teach  CPR 
to  locals.  Now  starting  citywide 
program  "to  teach  kids  to  leave  al- 
cohol and  drugs  alone."  Owns  51% 
Kansas  City  (baseball)  Royals  (sold 
49%  for  $11  million  1983);  minor 
oil  holdings.  With  24%  Marion, 
worth  at  least  $200  million. 
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Computers.  Beverly  Hills.  60. 
Thrice  divorced,  4  children.  Born 
Chicago,  son  of  poor  immigrant 
house  painter.  Taught  philosophy 
briefly  at  UCLA,  left  1952  to  design 
computers  for  Bendix  Corp.  at 
$100/week.  Started  computer  mak- 
er Scientific  Data  Systems  1961 
with  associates,  backing  from  ven- 
ture capitalists;  sold  to  Xerox  1969, 
pocketed  $100  million.  Made  some 
films  (Fun  With  Dick  and  Jane). 
Backed  progressive  causes,  maga- 
zines, candidates  (author  Gore  Vi- 
dal  Senate  bid  1982).  Raised  money 
for  Diasonics,  Daisy  Systems,  other 
startups;  has  big  stakes.  Technolo- 
gy market  down,  but  wide  holdings 
(Silicon  Valley,  etc.)  still  said  to  be 
over  $200  million. 

Albertson's  Inc.  Boise,  Idaho.  78. 
Married,  1  daughter.  Quit  as 
Safeway  store  manager  in  dust 
bowl  Kansas  to  open  Boise  grocery 
1939  with  $5,000  life  savings, 
$7,500  loan.  Fought  competition 
with  in-store  bakery,  etc.  Co-pio- 
neered drug-grocery  store  combina- 
tion with  L.S.  Skaggs  (which  see). 
Now  in  18  states,  7th-largest  U.S. 
supermarket  chain  (1983  revenues 
$4.3  billion):  "Work  like  hell  and 
give  the  customers  what  they 
want."  One  experiment:  blew 
fresh-baked  smell  through  store  to 
stimulate  buyers.  His  22%  stake, 
etc.,  worth  minimum  $200  million. 
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Food  products.  Buffalo,  N.Y.  71. 
Married,  3  children.  Family  was 
biggest  ice  cream  maker  Buffalo. 
Rich  found  own  niche  with  frozen 
nondairy  substitute,  when  new 
soybean-based  whipping  cream 
froze  on  train  ride  1945;  it  still 
whipped.  Hit  pay  dirt  1960  with 
Coffee  Rich  creamer,  still  market 
leader:  Consumers  may  not  love  it, 


but  food  service  operators,  who  buy 
75%  of  his  products,  do.  Also  fro- 
zen dough,  desserts,  etc.;  over  $500 
million  sales.  Bob  Jr.  now  pres.  pri- 
vate Rich  Products  Corp.  Trying  to 
market  new  Freeze  Flo  technology: 
Keeps  food  soft  at  freezing  temps. 
Sr.  has  preferred  stock;  frequents 
Palm  Beach.  Grandson  played  Red- 
ford's  son  in  The  Natural.  Minimum 
net  worth  is  200  million. 
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Real  estate.  NYC.  71.  Divorced,  3 
children.  Father  built  Bronx  apart- 
ments from  1900,  switched  to  in- 
vesting 1920s.  Charles,  Yale  grad, 
joined  Benenson  Realty  1933.  Ob- 
scure by  choice.  Quips:  "How 
much  would  it  cost  to  get  me  off 
your  list?"  Shrewd  private  investor 
with  several  NYC  builders,  includ- 
ing bridge  partner  Larry  Tisch 
(which  see).  Also  Harry  Helmsley 
(which  see),  recent  partner  in  new 
Manhattan  film  studio.  Substantial 
waterfront  acreage  Amagansett, 
N.Y.  (old  Bell  estate);  large  stock 
portfolio.  Active  NYC  philanthro- 
py, respected  collection  African  art. 
Net  worth  over  $200  million,  de- 
nied by  him. 
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Real  estate.  Palm  Beach  and  NYC. 
69.  Married,  2  daughters.  Father 
owned  one  of  first  self-service  cafe- 
terias, lost  in  Depression.  Died 
when  Robert  was  16.  Put  self 
through  law  school  1930s,  bought 
Manhattan  building  after  WWII 
while  on  Navy  leave.  Built  early 
government  housing  1949,  gained 
controlling  interest  1959  in  giant 
Starrett  Housing  in  Brooklyn,  quit 
as  CEO  1976.  Still  owns  thousands 
of  apartments,  co-oping  many.  "Of- 
fice building  owners  live  better,  but 
apartment  owners  sleep  better." 
Recent  East  Side  high-rise  rental:  1 
bedroom,  $2,825  per  month. 
Daughters,  son-in-law  Richard 
Lane  in  business.  Net  worth  may 
exceed  $200  million. 
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Real  estate.  NYC.  60.  Divorced,  re- 
married; 1  son,  2  stepchildren.  Be- 
gan as  broker  1947,  bought  first 
Manhattan  apt.  building  within  1 
year  with  saved-up  commissions; 
added  more.  Staked  almost  every- 
thing 1962  to  build  1.5  million  sq. 
ft.  at  277  Park  Ave.;  now  Chemical 
Bank  building.  Owns  3,000  Man- 
hattan apts.,  not  interested  in  co- 
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Electra.  Not  just  lavishly 
appointed,  lavishly 
engineered. 

Buick  Electra.  The 
name  alone  speaks 
volumes. 

Per  tradition,  this 
Electra  is  very  smooth, 
comfortable,  and  roomy 
[for  six  adults]  and  very, 
very  luxurious.  With  supple 
seats,  rich  upholstery  and 
a  high  level  of  convenience. 

But  we  know  that 
being  luxurious  isn't 
enough  for  a  luxury  car 
anymore.  So  the  Electra 
is  engineered  with  the 
latest  technology:  front- 
wheel  drive,  four-wheel 
independent  suspension 
plus  an  available  3.8-litre 
V-B  with  multi-port  fuel 
injection.  [It's  standard 
on  the  Park  Avenue  and 
Electra  T  Type.] 

It  is  an  automobile 


with  ample  performance 
as  well  as  ample  room, 
and  with  road  manners 
as  sophisticated  as  its 
appointments.  And  the 
Electra  was  tested  in  the 
heat  of  Australia  and  the 
Alpine  hairpins  of  Germany, 
to  make  sure  it's  ready  for 
the  ultimate  test:  yours. 

Buckle  up  and  visit 
your  Buick  dealer. 

To  ask  any  questions, 
request  a  brochure  or 
test  drive,  call  the  Buick 
Product  Information 
Center,  B  a.m.  to  B  p.m. 
Eastern  time,  weekdays: 
1-BOO-B5-BUICK 
[1 -BOO-B52-B425]. 


J 


Wouldn't  you 
really  rather  have  a  Buick? 


j3uicks  are  equipped 
;yith  engines 
produced  at 
acilities  operated 
jy  GM  car  groups, 
iubsidisries 
bp  affiliated 
'.ompanies 
vorldwide. 


GM 


The  ultimate  Electra:  Buick  Park  Avenue. 


A  private  investor  entrusts 
capital  to  Morgan  for  good  reason. 

Morgan  performance 


People  with  portfolios 
of  $2  million  or  more 
come  to  The  Morgan 
Bank  for  good  invest- 
ment performance. 
They  know  the  invest- 
ments we  make  for 
them  produce  consist- 
ently superior  results. 

But  performance 
at  Morgan  goes  well 
beyond  good  numbers. 
For  example: 

1 .  Morgan  develops 
a  strategy  suited  to 
your  objectives.  Draw- 
ing on  our  knowledge 
of  U.S.  and  world 
markets,  we  tailor  an 
investment  program  to 
your  specific  goals— a 
program  managed  by  investment 
officers  who  average  17  years  of 
experience. 

Morgan  combines  the  entire 
range  of  traditional  equity  and 
fixed  income  investments  with 
opportunities  available  only  to 
our  clients.  For  instance,  Morgan 
has  regularly  developed  privately 
placed  investments  that  offer 
higher  tax-exempt  yields  than 
those  available  in  public  markets. 


Morgan  officer  James  Goodfellow  oversees  rhe  appraisal  and  sale  of  special 
assets,  including  art,  coin,  and  stamp  collections. 

2.  Morgan  is  expert  in  plan- 
ning and  administering  estates. 

Most  of  our  trust  officers  have  law 
degrees.  All  apply  sound,  impar- 
tial judgment  to  complicated 
issues,  from  minimizing  taxes  to 
supervising  the  appraisal  and  sale 
of  special  assets  such  as  a  private- 
ly held  firm  or  an  art  collection. 
James  Goodfellow,  shown  above, 
recently  arranged  the  sale  of  a 
$10  million  collection  of  paintings 


and  other  fine  art. 

3.  Morgan  deliver; 
truly  personal  service. 

Our  trust  and  invest- 
ment officers  are  know1 
for  their  sensitivity  ano 
responsiveness  to  the 
needs  of  clients. 

What's  more,  you 
can  count  on  the  sam< 
account  team  year  afte< 
year,  whether  we're 
designing  investment 
strategy  or  administer- 
ing complex  trust  and 
estate  matters  for  a 
family. 

Complete  results 
are  available.  If  you'd 
like  superior  manage- 
ment of  personal  asset 
o(  $2  million  or  more,  we  invite  yc 
to  meet  with  us.  We  will  give  you 
full  details  on  The  Morgan  Bank': 
investment  results— short- and  lonj 
term— then  show  you  how  we  per-! 
form  in  every  aspect  of  investmen 
and  trust  management.  Write  or 
telephone  Richard  Flender,  Vice 
President,  Morgan  Guaranty  Trust 
Company,  9  West  57th  Street, 
New  York,  NY  10019.  Telephone 
(212)  826-7635.  Member 


The  Morgan  Bank 
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oping:  "I  guess  I'm  lazy."  Won  1977 
court  ruling  denying  apt.  lease  to 
"intelligent  persons"  who  know 
law  and  might  cause  trouble.  Half 
interest  in  Broadway  theater  (Lunt- 
Fontanne).  Minimum  net  worth 
may  exceed  $200  million. 

Jio&eJw.  ^ftcwtcyri  z/Javiaoiuitx 
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Stock  market.  Lawrence,  N.Y.  55. 
Married,  4  daughters.  Legal  name 
Davidowitz,  uses  Davis  on  Wall 
Street.  Son  of  kosher  food  distribu- 
tor, sold  vacuum  cleaners  door-to- 
door.  Attended  Brooklyn  College 
night  school  7  years.  Graduated 
Harvard  Business  School  with  hon- 
ors. Recruited  by  D.H.  Blair  broker- 
age house  1961,  became  one  of  a 
dozen  partners.  Gradually  bought 
others  out;  sole  owner  1973.  Earned 
$20  million  1983.  Likes  new  public 
issues,  especially  high-tech.  Often 
buys  personal  stake.  "I  back  the 
jockeys,  the  young  guys  with  excit- 
ing ideas."  D.H.  Blair  plus  Davis' 
personal  investments  worth  at 
least  $200  million.  "I  don't  like  to 
count  it  up." 

Real  estate,  inheritance.  San  Fran- 
cisco. 55.  Divorced,  remarried;  4 
children,  2  adopted  stepchildren. 
Father  Louis,  Chicago  newsboy,  ar- 
rived S.F.  1914;  became  colorful  ty- 
coon. He  bought,  sold  real  estate; 
put  up  300  buildings.  Backed  mov- 
ies (Tarzan  series),  talent  (Mae 
West),  Broadway  shows  (West  Side 
Story,  Hello  Dolly/)-  Overshadowed 
only  son,  Robert,  until  death  1972. 
Bob  now  passive  manager  vast  real 
estate  (Chicago,  S.F.);  actively  runs 
S.F.  (baseball)  Giants,  bought  in 
1976.  "He  treats  everyone  he  meets 
as  a  potential  Giants  fan."  Lurie: 
"We're  not  doing  so  well,  so  you've 
got  to  hustle,  right?"  Net  worth 
exceeds  $200  million. 

Jiovevt  ^fCaAle<i  atouxwa 

Publishing.  Rancho  Santa  Fe,  Calif. 
59.  Married,  4  children.  Started  on 
hometown  (Minn.)  weekly:  "I 
swept  the  floors,  melted  lead,  sold 
ads,  wrote  stories  .  .  .  you  name  it." 
Took  over  after  WWII  service,  later 
bought  South  Dakota  daily.  How- 
ard Publications  now  has  19  small- 
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ish  dailies  (over  $100  million  rev- 
enues), Buffalo  (N.Y.)  TV  station. 
Bullish  on  cable:  Started  joint  ven- 
ture Los  Angeles  area  with  Donald 
Reynolds  (which  see).  Lately  invest- 
ing in  oil  and  gas,  but  won't  discuss 
figures.  Private  lifestyle:  "Work  is 
my  hobby."  Net  worth  exceeds 
$200  million  (much  in  trust). 

Investments.  NYC.  74.  Divorced, 
widowed,  remarried;  3  children  by 
first.  Had  $15,000  inheritance  and  a 
mentor — W.L.  Mellon  (distantly  re- 
lated). Got  control  of  bankrupt  H.K. 
Porter  1938.  Turned  around,  diver- 
sified. Ditto  with  Crane  Co.  from 
1959.  Brilliant  takeover  artist 
(some  80  firms  at  below  book). 
Fierce  boss:  "the.  Jaws  of  business." 
Now  slowing  down:  Left  Porter 
helm  1983;  ditto  Crane  after  1984 
boardroom  fight  (T.M.  backed 
buyout,  opposed  by  son  Robert). 
Latter  now  CEO;  T.M.  sold  out. 
Has  major  holdings  Porter,  Fan- 
steel,  other  stocks,  brokerage  co., 
horses,  farms,  art.  Net  worth  be- 
lieved to  exceed  $200  million. 


[J  etev  ^f/unth 


Real  estate.  NYC.  54.  Widowed,  3 
children.  Father,  major  hotelier 
NYC  1920s  (Delmonico,  Ritz,  etc.); 
died  1941.  Mother  Evelyn  took 
over,  expanded  (incl.  Beverly  Wil- 
shire).  Sold  everything  1960s.  Peter, 
after  Princeton,  started  on  own  in 
real  estate  1957.  Owns  prime  com- 
mercial, residential  property  Man- 
hattan. Crown  jewel,  though  he 
claims  little  profit,  is  Carlyle  Ho- 
tel— "Peter's  place."  No  wall-to- 
wall  carpet  to  avoid  in-house  clean- 
ing: "I  detest  the  hotel  smell."  In 
1980  helped  launch  Avatar  Hold- 
ings (substantial  Florida  real  estate) 
from  bankrupt  GAC  Corp.,  now 
CEO.  With  various  stock  holdings, 
estimated  net  worth  $200  million. 

Coca-Cola  bottler.  Ormond  Beach, 
Fla.  59.  Married,  5  children.  Grand- 
father's Root  Glass  Co.  in  1916  in- 
troduced "the  most  perfectly  de- 
signed package  in  the  entire 
world":  the  Coke  bottle.  Bought  up 
bottling  plants,  soon  dumped  glass 
business  (d.  1945).  Chapman  took 


over  1950  (father  killed  1932  in 
plane  crash).  Developed  outside  in- 
terests; quit  Indianapolis  racing-car 
scene  after  collisions  killed  2  of  his 
drivers.  Coca-Cola  bought  his 
57.5%  of  Associated  Coca-Cola 
Bottling  Co.  1982  for  resale  to  own- 
ers "who  will  aggressively  support 
and  promote  Coke  products."  Now 
invests  through  Root  Co.;  lives 
across  from  golf  course.  Net  worth 
$200  million  or  more. 

Brother  and  sister.  Inheritance,  real 
estate.  Grandfather  Richard,  immi- 
grant Irish  cattle-buyer,  bought 
(1882)  and  managed  vast  So.  Calif, 
ranch  for  Comstock  Lode  million- 


The  colleges  and 

universities  that  have 

graduated  the  largest 

number  of  persons  among 

The  Forbes  Four  Hundred  are: 

Yale  29  NYU  7 

Princeton  11  Texas  A&M  7 

MIT  10  SMU  6 

Harvard  9  Univ.  of  Pa.  6 

Stanford  9  Univ.  of  Tex.  6 

aire  for  half-interest.  Grandchil- 
dren inherited  O'Neill  Ranch  1943; 
11,000  acres  sold  during  1970s, 
kept  43,000.  Leased  for  cattle,  cit- 
rus, crops,  mining,  rocket  engine 
tests.  Development  all  around, 
planning  to  develop  another  5,000 
acres.  Richard:  San  Juan  Capis- 
trano,  Calif.  61.  Married,  no  chil- 
dren. A  local  political  power;  owns 
chain  of  29  "Tiny  Naylor"  coffee 
shops.  Alice:  West  L.A.  67.  Di- 
vorced, widowed;  3  sons.  Share 
ranch,  other  assets  worth  mini- 
mum $400  million.  Richard:  "I 
thought  it  was  exaggerated  last 
year.  Maybe  this  year  it's  closer  to 
being  true." 


Entrepreneur.  Lake  Dallas,  Tex 
Twice  divorced,  4  <  hildren.  Fa 
Barton  (lawyer)  gor  Okla.  theai 
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lieu  of  legal  fee  in  Depression; 
saved  by  King  Kong;  built  small 
chain.  Son  Gordon  (partner):  "The 
Old  Scotchman,"  radio  persona 
1940s,  1950s.  Built  Liberty  Broad- 
casting: 458-station  sports  net- 
work. Pioneered  Top  40,  all-news 
formats.  Sold  his  14  stations  1970s 
for  $100  million-plus.  With  father 
(d.  1982)  began  buying  Texas  land 
1960s,  building  drive-ins.  Now  70 
screens;  said  to  own  1,000  prime 
metro  acres  (also  9,000  other)  debt- 
free.  Made  films,  bought  precious, 
strategic  metals.  Net  worth  could 
exceed  $200  million.  "Pity  the  guy 
who  uses  money  as  an  end.  Because 
none  of  us  are  going  to  get  out  of 
this  thing  [life]  alive." 

Jnon'ttu  xJ .  <_  llc-naaAan 

Pizza.  Ann  Arbor,  Mich.  47.  Mar- 
ried, 4  daughters.  Fatherless  at  4; 
self-sufficient  by  14.  Raised  in  fos- 
ter homes  and  orphanages.  Thrown 
out  of  seminary  for  mischief,  nearly 
flunked  high  school,  read  self-help 
books  in  Marines.  With  brother, 
borrowed  $900  for  small  pizzeria 
1960.  Got  full  control  1961,  be- 
came delivery-only  Domino's  Piz- 
za. Almost  bankrupt    1970.   Now 
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The  ten  metropolitan  areas 

with  highest  concentrations  of 

The  Forbes  Four  Hundred: 

New  York  City  area  88 

Dallas/Fort  Worth  30 

Los  Angeles  28 

C  5 

Houston  10 

San  Francisco  9 

Boston  8 
Minneapolis  3 

Detroit  6 
Midland,  Tex.  6 


second-biggest  chain  (after  Pizza 
Hut):  over  1,450  outlets  (65%  fran- 
chised),  49  states.  Bought  Detroit 
(baseball)  Tigers  1983  from  John 
Fetzer  (which  see)  for  record  $53  mil- 
lion. Jogger,  devout,  super-straight 
(gave  up  diet  soda),  vast  self-help 
library.  His  95%  Domino's  worth 
at  least  $200  million. 

Electronics.  Chicago,  Miami  Beach. 
68.  Married;  5  sons,  1  daughter.  Ap- 
pleton  Electric  founded  1903  by  fa- 
ther Albert  (d.  1951),  made  electri- 
cal construction  products.  Arthur 
started  working  in  company  plant 
after  college  1936;  president  1947. 
Married  Hollywood  starlet  Martha 
O'Driscoll.  Sold  company  1982  to 
Emerson  Electric  for  4.3  million 
shares,  now  worth  $290  million. 
Retired,  breeds  racehorses  in  Flor- 
ida. Not  counting  family  members' 
Emerson  holdings,  his  stock,  other 
various  interests  worth  $200  mil- 
lion or  more. 

c/~Lovev{  (tr/tar  Cs etersett 

Publishing.  Beverly  Hills.  58.  Mar- 
ried. Short-order  cook,  then  gas  sta- 
tion jockey,  then  movie  studio  pub- 
licist. Discovered  southern  Calif, 
car-racing  craze;  started  Hot  Rod 
magazine  with  $400  in  garage  1947. 
Hawked  at  drag  strips.  Bought  out 
partner  1950.  Hot  Rod  now  car  buff's 
bible.  Petersen  Publishing  now  16 
monthlies  (Teen,  Motor  Trend,  Guns 
&  Ammo).  Married  Miss  Rheingold 
of  1957,  bought  mansion.  Also  real 
estate  (office  buildings,  3,000-acre 
ranch),  art  gallery,  books,  movies. 
First  man  to  bag  polar  bear  with 
revolver  (Alaska,  1965).  Commis- 
sioner of  shooting  sports  for  recent 
Olympics.  Minimum  net  worth: 
$200  million. 

Real  estate,  publishing.  NYC,  Bos- 
ton, Washington,  D.C.  47.  Single. 
Raised  Montreal;  naturalized  1977. 
Grandfather  was  Orthodox  rabbi; 
father:  tobacco  and  candy  wholesal- 
er, wanted  scholar  son.  Wharton 
M.B.A.,  Harvard  Law.  Made  first  $5 
million  at  Cabot,  Cabot  &.  Forbes 
by  29.  Now  Boston  Properties: 
built/manages  7  million  sq.  ft.  of- 


fice space  (adding  nearly  4  million 
more),  suburban  Calif.,  Boston, 
Washington,  D.C,  lately  NYC;  his 
equity  75%.  Bought  ailing  Atlantic 
Monthly  1980.  Circulation  growing, 
expects  profit  1986.  Bought  U.S. 
News  &  World  Report  (plus  property) 
1984  for  $163  million.  "I  just  want 
to  get  married,  settle  down  and 
have  5  kids.  But  you  can't  force 
these  things."  (Recently  seen  with 
Gloria  Steinem.)  Minimum  net 
worth:  $200  million. 

Q0//1/1  Mriiceejfc. 

Rancher.  Uvalde,  Tex.  61.  Married, 
3  children.  Governor  Texas  1973- 
79,  not  renominated.  State  legisla- 
tor 1949-57.  Son  of  prominent 
rancher,  now  one  of  biggest  land- 
holders in  state.  Owns  500,000- 
plus  acres  southwest  Texas,  includ- 
ing 177,000-acre  Catarina  Ranch; 
some  oil  under  it,  considered  show- 
case for  soil  and  water  conserva- 
tion. Owns  local  bank  in  Uvalde. 
Net  worth:  $200  million. 

G)cuiM%va  JaocUwU  btueeiovbe 

Publishing.  NYC.  52.  Twice  di- 
vorced, 5  children.  Accountant's 
son;  grew  up  in  N.f.  In  Rome  at  18 
to  paint,  then  freelance  cartooning, 
then  writing,  acting.  Penthouse 
launched  London  1965,  no  backing. 
More  nudity  than  Playboy  meant 
more  profit.  Lately  ad  revenues  de- 
clining, raised  magazine  price.  Says 
pretax  earnings  still  over  $25  mil- 
lion (alltime  bestseller:  '84  Miss 
America  pictorial).  He  and  Hef  not 
speaking.  Guccione:  "I  don't  have 
any  problem  with  him.  He  has  a 
problem  with  me."  Politically  con- 
servative; invests  in  nuclear  fusion. 
Lives  in  $20  million  (cost)  Manhat- 
tan mansion  with  vice  chairwoman 
Kathy  Keeton.  With  Omni,  etc.,  net 
worth:  $200  million. 


dtefiAen  ,  ( (ins 


Real  estate.  Miami  Beach.  56.  Mar- 
ried, 5  children.  Inherited  (with 
mother  and  2  sisters)  father's  real 
estate  empire  in  northern  N.J., 
southern  Fla.  Seeking  to  put  glam- 
our back  into  Miami  Beach:  75% 
Fontainebleau  Hilton  (investing 
more);  Seacoast  Towers  (3  high-rise 
beachfront  rentals).  Last  year 
opened  The  Alexander  Hotel,  first 
new  Mjami  Beach  hotel  in  15  years. 
Codeveloped  Towers  of  Quayside, 
Miami  condos.  Also  Seacoast 
Towers  in  Brighton  Beach  (Brook- 
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Important  Announcement 


Investor's  Daily 

America's  New  National  Business 
Newspaper  is  available  NOW! 

You  can  buy  INVESTOR'S  DAILY  at  your  newsstand  or  subscribe  for  regular 
Monday  through  Friday  delivery  by  filling  in  and  mailing  the  coupon  below. 

Here  is  a  fast  sample  of  what  you  will  get  in  INVESTOR'S  DAILY  that  you  can  not  find  in  any  other  daily 
business  newspaper. 


!■  Stock  price  tables  that  are  larger  and  easier  for  you  to  read 
ji«ith  all  stocks  up  1  point  or  more  or  those  making  new  price 
ughs  displayed  in  big  boldface  rype...to  help  keep  you  on  top 
!  of  all  important  investment  action. 

■  A  daily  column,  "At  the  New  York  Analysts"  gives  you  stories 
,  Dn  every  company  appearing  before  the  New  York  Analysts 

Society  meeting  the  prior  day...a  continuous  objective  source  of 
possible  new  investment  ideas. 

■  Three  front  page  columns  titled,  "Today's  News  Digest" 
j  provide  you  all  the  key  national,  economic  and  international 
mews  in  short  1  to  2  paragraph  stories  so  you  can  keep  up  to 
!date  and  informed  in  only  a  few  minutes...no  long  articles  and 
: number  of  pages  to  fight  through.  Ideal  for  busy,  ambitious 
people. 

■  Earnings  per  share  ranking,  relative  price  strength  and  % 
bhange  above  or  below  recent  normal  trading  volume  for  over 
1 4,000  common  stocks  every  day.  Three  vital  measurements 

| followed  closely  by  most  professional  investors...now  you  can  do 
it  too..on  a  daily  basis. 

■  News  on  "just  released"  corporate  earnings  reports, 
separated  by  those  that  are  up  and  those  that  are  down  -so  you 
ican  focus  on  companies  with  excellent  results  and  quickly  spot 
those  not  up  to  snuff. 

■  29  different  general  market  indexes  let  you  see  and  judge 

all  the  key  market  sectors  like  -  -consumer  companies,  defensive 
■stocks,  Hi-Tech,  gold  securities,  junior  growth  stocks,  cyclical 
[basic  industries,  bank  and  insurance  stocks,  AMEX,  OTC  and 

foreign  markets.  Now  you  can  easily  pick  out  the  leading  market 

sectors  from  the  "do  nothing",  laggard  areas 

■  Weekly  price,  volume  and  relative  price  strength  graphs 
[for  the  latest  1 2  months  on  up  to  90  common  stocks  that  made 
|new  price  highs  the  day  before  on  the  New  York  Stock 
[Exchange,  AMEX  and  Over-the-Counter  market  -  -  a  super 

standout  feature  you  will  like. 

■  Yes,  INVESTOR'S  DAILY  has  commodity  prices,  stock  option 
price  tables  that  show  trading  volume  in  all  options,  (a  feature 
most  publications  do  not  carry),  plus  Bond  tables, 

jia  feature  most  publications  leave  out),  and  Mutual  Fund  daily 
;price  tables  that  show  every  Fund's  year  to  date  and  prior 
year's  performance,  (something  not  available  in  other  daily 
newspapers).  We  even  have  a  special  weekly  column  on  "New 
Ideas  from  the  Mutual  Funds." 

■  Our  computer  examines  over  5,000  stocks  and  daily 
shows  the  1 5  or  20  stocks  on  the  New  York  American  and 
Over  the  Counter  market  displaying  the  greatest  percent 
increase  in  trading  volume.  (This  is  not  the  commonly  available, 
most  active  list  that  usually  shows  AT&T  and  General  Motors 
trading  one  million  or  more  shares  a  day).  This  is  a  proprietary 
list  found  only  in  INVESTOR'S  DAILY-  that  spotlights  small  and 
medium-sized  corporations  (some  of  the  real  growth  enterprises 
in  America  today).  These  companies  may  trade  50  or  100,000 
shares  a  day,  which  could  represent  a  1 000%  increase  above 
their  normal  trading  level,  but  not  enough  total  volume  to  show 
up  on  regular  most  active  lists  seen  in  other  newspapers.  Once 
again,  INVESTOR'S  DAILY  lets  you  see  where  the  real  changing 
activity  and  trends  appear  to  be. 


■  INVESTOR'S  DAILY  even  has  a  weekly  real  estate  column, 
plus  a  daily  news  column  just  on  OTC  and  AMEX  listed 
companies.  With  the  surge  in  dynamic  young  corporations  going 
public  in  the  last  few  years,  OTC  and  AMEX  markets  deserve 
more  specialized  news  coverage.  And  INVESTOR'S  DAILY  gives 
it.  America's  undiscovered  future  leaders  could  be  in  this  new, 
exciting  arena 

■  An  outstanding  feature  you  may  enjoy  so  much  you  will 
want  to  save  all  your  past  copies  of  INVESTOR'S  DAILY  is  our 
"Industries  in  the  News"  page.  Every  day  we  cover  a  different 
leading  company  in  a  leading  performing  industry  with  an  in- 
depth  news  story  plus  sophisticated  short-term,  medium-term 
and  long-term  graphs  depicting  each  company's  detailed  past 
record.  This  comprehensive  news  coverage  also  reveals  the  50 
largest  block  trades  in  each  listed  company  that  occurred  on  a 
price  change  of  V*  of  1  point  or  more  during  recent  months. 
Where  can  you  find  such  relevant  and  professional  data  like  this 
today? 

Only  in  INVESTOR'S  DAILY. 


Why  don't  you  try  it  and  subscribe  for  6  months 
or  a  year,  or  even  2  years? 
INVESTOR'S  DAILY 

It  could  be  your  recipe  for  future  success. 

MONEY  BACK  GUARANTEE 

If  you  are  for  any  reason  not  completely  satisfied  with 
INVESTOR'S  DAILY,  we  will  refund  the  unused  portion  of  your 
subscription.  So,  get  started  and  subscribe  today. 

To  subscribe  phone  1-800-621-7863  (in  California) 
or  1-800-831-2525  (outside  California) 

or  write  INVESTOR'S  DAILY, 

P.O.  Box  25970,  Los  Angeles,  CA  90025 

«■■■■«■■»■■«■■■«■■■«■ 

1   Yes,  I  want  to  subscribe  to  J83oi9/84 

INVESTOR'S  DAILY,  America's  Business  Newspaper 

I  prefer 

□  2  years  $157   □  1  year  $84   □  6  months  $42 
□  Payment  enclosed      □  Bill  me 

D  MasterCard  Q  Visa       Exp.  Date 


CARD  # . 


SIGNATURE. 


NAME  (PRINT) 

COMPANY  NAME. 
ADDRESS 


.APT/SUITE. 


CITY,  STATE,  ZIP 

PHONE (  ) 

INVESTOR'S  DAILY,  PO  Box  25970.  LA  CA  90025 


P.S.  Management  and  Editorial  Staff  come  from  orparizaiions  such  as:  The 
Associated  Press,  Business  Week,  Forbes,  The  Wail  Street  Journal.  U.S. 
News  and  World  Report,  Barrons,  Reuters  Ngws  Service,  The  New  York 
Times  and  financial  sections  of  10  other    ia{or  cities'  newspapers. 
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lyn).  Miami  Beach  political  power 
broker.  Net  worth  estimated  at 
$200  million. 

Citrus  grower.  Winter  Haven,  Fla. 
67.  Married,  1  son,  2  daughters.  Left 
native  Tenn.  for  NYC,  became  suc- 
cessful fruit  broker.  In  1950s  super- 
markets bypassed  brokers;  Berry 
decided  real  money  was  in  growing. 
Gambled  on  south  Fla.  (soil  sup- 
posedly too  wet  for  oranges).  In 
1960s  planted  6,000  acres.  Now  one 
of  largest  independent  growers  (see 
also  Emmett  Evans)  with  15,500  pro- 
ductive acres,  concentrate  plant, 
plus  16,000  acres  ranchland  (maybe 
half  will  become  citrus).  With  4 
freezes  in  7  years,  lately  grove- 
shopping  deeper  south.  Bought 
small  Indiana  plastics  plant  1983. 
Debts  minimal:  "nothing  we 
couldn't  handle  overnight."  Net 
worth:  at  least  $200  million. 
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Real  estate.  NYC.  52.  Divorced,  re- 
married; 2  daughters,  1  son.  Middle 
of  5  sons  of  Italian  immigrants;  fa- 
ther a  real  estate  broker.  Early  suc- 
cess 1960  turned  Binghamton,  N.Y. 
city  dump  into  shopping  center,  $4 
million  profit.  Now  owns  some  13- 
million  sq.  ft.  commercial  space  in 
Northeast,  Midwest  (office,  shop- 
ping centers,  other);  620  acres 
Southampton,  N.Y.  beachfront; 
several  manufacturing  companies. 
Founder  United  Satellite  Commu- 
nications: direct  broadcasts  to 
homes;  one  of  few  remaining  play- 
ers in  troubled  industry.  Also  Argo 
Communications,  long-distance 
business  phone  co.;  partners  in- 
clude French  government.  Mini- 
mum net  worth:  $200  million. 


drta&clct  "wlawo  ^fv, 
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Entrepreneur.  Dallas.  53.  Divorced 
twice,  remarried;  2  daughters  by 
first  marriage,  2  by  second.  Quit  as 
bank  examiner  1960  to  buy  neigh- 
borhood drugstore.  Built  to  100- 
plus  chain  across  "ej-as;  sold  to 
Jack  Eckerd  Corp.  tor  stock  1973. 
Began  selling  shares,  ir  zesting  pro- 
ceeds. Now,  with  wholly  owned 
holding  company  Contran  Corp., 
major   corporate   raidej  onal 

City   Lines,    Amalgar. 


Co.,  18%  GAF,  etc.  Seeks  billion- 
dollar-deal  capability,  thereby  few- 
er competitors.  "Harold  is  a  strate- 
gist who  would  make  Napoleon 
look  like  a  slouch."  Also  50,000 
acres  southern  La.,  minor  oil  and 
gas  interests.  Net  worth  estimated 
at  $200  million. 

JViMia^ri  ^rCemMe  wa&Aen/ew 

Brothers  and  sister.  Inheritance. 
Children  of  Margaretta  L.  du  Pont, 
sister  of  Pierre  S.  (see  Pierre  Samuel 
du  Pont  family,  du  Pont  family).  Rob- 


The  oldest  fortune  among  The 

Forbes  Four  Hundred  is  the 

du  Ports',  founded  1802  by 

Pierre  Samuel  du  Pont  de 

Nemours  and  son, 
Eleuthere  Irenee  du  Pont. 

ert  (Bobby):  Montchanin,  Del.  69. 
Married,  3  children.  Director  Chris- 
tiana Securities  until  dissolution 
1976;  owned  Philadelphia  (baseball) 
Phillies,  sold  1981  by  son  Robert 
Ruliph  III  for  $30  million.  William: 
Boca  Raton,  Fla.  65.  Twice  di- 
vorced, 1  daughter,  1  adopted  step- 
son. Noted  as  deep-sea  fisherman 
in  his  day.  Irene  (Mrs.  James  A. 
Draper  III):  Montchanin,  Del.  73.  3 
marriages,  2  divorces;  5  daughters 
by  first  marriage.  Known  for  long- 
time hobby  of  cutting  hair  of 
friends  and  relatives  in  barber  chair 
set  in  bay  window  of  game  room. 
Some  trusts  ended,  have  separate 
interests,  but  total  fortune  of  the 
three  estimated  at  $600  million. 

Oil,  gas.  Dallas.  82.  Married,  1  son, 
1  daughter.  Father  was  oilman,  po- 
litical: sat  in  original  "smoke-filled 


room"  at  nomination  of  Warren  G. 
Harding,  helped  write  Oklahoma 
state  constitution.  Jr.  inherited  po- 
litical connections.  Began  working 
in  oil  fields  age  17.  Bought  and  sold 
oil  leases  at  18.  Drilled  wells  al- 
most 6  decades:  "I  remember  every 
one:  details,  dates,  the  way  you  re- 
member your  kids'  birthdays."  Has 
vast  oil  interests,  production;  keeps 
at  it.  "Goddamn,  you  want  to  find 
an  east  Texas  field.  All  I've  ever 
found  are  small  fields."  Minimum 
net  worth:  $200  million. 

KDlawenoe  KjcAa/twauew   %<■ . 

Inheritance.  Midland,  Tex.  59.  Mar- 
ried, 4  children.  Father  settled  in 
Midland  1889,  became  leading  citi- 
zen: built  the  hotel,  ran  the  bank, 
etc.  As  rancher,  needed  many  acres 
to  support  each  cow  in  dry  west 
Texas  climate.  Acquired  thousands 
of  acres,  some  on  Permian  Basin, 
one  of  richest  oil  provinces  in  U.S. 
Clarence  Jr.  probably  most  power- 
ful man  in  Midland.  Enjoys  horse 
racing.  Was  largest  shareholder,  di- 
rector of  First  National  Bank  of 
Midland,  which  failed  1983  be- 
cause of  bad  energy  loans.  Net 
worth  should  still  be  at  least  $200 
million. 

Industrialist,  art  collector.  Los  An- 
geles. 77.  Divorced,  remarried  (to 
actress  Jennifer  Jones);  2  sons  by 
first  wife  (1  deceased).  College 
dropout,  played  stock  market,  got 
out  with  $35,000  before  Crash. 
Bought  defunct  orange  juice  plant 
1931  for  $7,000;  Hunt  Bros.  1943, 
parlayed  into  Hunt  Foods;  that  into 
$1  billion-plus  Norton  Simon,  Inc. 
Felt  trapped  by  it  all.  Left  1969  with 
over  $100  million  to  pursue  art, 
idealism.  Supported  student  dissi- 
dents 1960s,  lost  GOP  primary 
(Senate)  1970.  Still  amassing  huge 
art  collection.  "Business  or  art  or 
politics  is  just  a  means  of  living, 
and  living  is  the  real  end."  Mini- 
mum net  worth,  much  from  art, 
estimated  at  $200  million. 

Timber.  Roseburg,  Ore.  76.  Di- 
vorced, remarried;  2  children.  Quit 
college  to  help  father's  ailing  saw- 
mill. With  used  equipment,  set  up 
own  shop  as  Roseburg  Lumber 
1936.  Shrewd:  Got  160,000  un- 
wanted timber  acres  Douglas 
County,  Ore.  at  $2  each.  Grew  dur- 
ing postwar  housing  boom;  now  a 
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We're  helping  the 
75  billion  dollar 
paper  industry  stay 

mAI* ^^     WW  I  M%  M%  MM        ^n  t'ie  avera§e'  everY  man>  woman  and  child 
III  mM     Jfm  m  &M  ■      Im         'n  ^rner^ca  consumes  nearly  600  lbs.  of 
KB  9      ■     MM  I  MM  MM  Wmm    PaPer  products  per  year.  Even  though  we  at 
^—  —  ^^     ^^     ^^  ^^  Reichhold  make  no  finished  paper  products 

ourselves,  we  do  supply  this  massive  industry  with  specialty  chemicals  that  make  the  bulk  of  today's 
paper  products  possible. 

Our  printing  ink  resins,  for  example,  give  ink  the  properties  it  requires  to  adhere  properly  to 
paper  surfaces.  Our  paper  coating  products  cover  everything  from  durable  kraft  and  paperboard  to  fine 
grade  printing  papers.  We  even  provide  the  hard  resins  used  in  paper  lamination,  and  the  clear  varnishes 
that  printers  and  lithographers  use  to  protect  their  finished  pieces. 

But  paper  is  only  one  of  the  high-volume  products  that  Reichhold  Performance  Technology 
helps  keep  rolling.  To  more  fully  understand  our  involvement  mH|MffffffAf  TV" 
with  many  of  America's  growth  industries,  contact:  Reichhold  JCmI^^XaXIi^^M^J 
Chemicals,  Inc.,  Corporate  Communications  Department,      ^^^aaBHHBHH|^^^ 
525  North  Broadway,  White  Plains,  NY  10603.  PERFORMANCE  TECHNOLOGY 


1. 


^Jri&  ^cwveti  Kjrouv  (ftunaw&d 


leading  plywood  producer;  constant 
reinvestment.  Frugal:  Got  rich  cut- 
ting mostly  on  federal  land,  build- 
ing up  private  stock.  Paid  $253  mil- 
lion (most  debt)  for  323,000  acres 
N.  Calif.  1979,  also  led  wild  bidding 
late  1970s  for  gov't  cutting  rights. 
Values  since  crashed;  Ford  faces 
"potential"  $264  million  loss  if 
gov't  contracts  carried  out.  Expect- 
ed to  squirm  through,  then  merge 
or  go  public.  He  controls  75%  of 
firm;  believed  to  be  worth  $200 
million.  Claims  much  less. 

kSvIcwc  c/iicn 

Trader.  Zug,  Switzerland.  50.  Mar- 
ried, 3  daughters.  Belgium-born  son 
of  burlap  bag  maker;  family  fled  to 
U.S.  WWII.  Quit  NYU  for  Philipp 
Brothers  (now  Phibro-Salomon); 
helped  build  into  world's  largest 
commodities  trader  (oil,  metals). 
Felt  he  deserved  million-dollar  bo- 
nus 1973;  denied;  quit  angry.  Start- 
ed Marc  Rich  &  Co.,  partners  main- 
ly hired  away  from  Phibro;  may 
have  built  world's  second-biggest 
trader  (over  $10  billion  revenues) 
until  recent  probe  for  evading  over 
$48  million  taxes.  Fled  to  Zug;  65- 
count  indictment  1983;  $50,000 
daily  fines  for  withholding  papers. 
Renounced  U.S.  citizenship  for 
Spain,  but  feds  don't  accept.  Trad- 
ing shrunk,  but  wealth  still  could 
be  $200  million. 

wuutae  c*j.  c/ ennimafcm 

Oil,  gas.  Baton  Rouge,  La.  83.  Mar- 
ried; 1  son  (deceased),  3  grandchil- 
dren. Born  year  before  first  La.  oil 
field  discovered  near  his  house; 
roughnecked  there  before  college; 
joined  father's  eye  &  ear  clinic  as 
optometrist.  Day  after  father  died, 
quit,  went  into  gas  and  oil,  age  30. 
No  big  find  until  Lobdell  field  1952. 
Now  Pennington  Oil  Co.,  drilling 
in  La.,  Ark.,  Ala.,  Fia.,  Ga.,  Miss.; 
"everywhere  but  Oklahoma  and 
Texas!"  Some  ^  new  wells  a  year, 
many  joint  ventures;  claims  huge 
reserves.  "Doc"  said  to  have  over 
$50  million  in  area  banks;  bankers 
don't  ask  for  finan  <l  statement. 
Building  $100  million  nutrition 
center  for  Louisiana  State  Univ. 
Evidence  suggests  net  worth  could 
far  exceed  $200  million.  "I'm  work- 
ing seven  days  a  week,  including 
Christmas." 


$200 
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Inheritance.  Ft.  Worth,  Tex.  45. 
Twice  divorced,  remarried;  1 
daughter  by  first  marriage,  1  step- 
daughter. Daughter  of  Anne  Bur- 
nett Tandy  (d.  1980),  who  amassed 
fortune,  mostly  through  marriage, 
in  ranching,  oil,  banking;  married 
4th  husband  Charles  Tandy  of 
Tandy  Corp.  1969  ("They  should 
have  gotten  Justice  Department  ap- 
proval for  that  wedding").  Tandy 
died  1978,  left  fortune  to  her;  she 
bequeathed  that  fortune  to  charity, 
rest  to  daughter:  208,000-acre  6666 
Ranch,  Triangle  Ranches;  oil  under 
both.  Also  director,  stockholder  In- 
terFirst  Corp.  Her  net  worth  ex- 
ceeds $190  million. 

K.ftan/eu  cftau  cstuoiwtfa 

Broadcasting.  St.  Mary's  Point, 
Minn.  51.  Married,  5  children.  Fa- 
ther Stanley  Eugene,  87,  started  St. 
Paul  radio  1923,  one  of  first  in  U.S.; 
added  TV  1948.  Now  Hubbard 
Broadcasting:  5  radio  stations,  4 
TV,  run  by  son  Stanley  S.  (in  shad- 
ow until  father  suffered  serious 
stroke  1981).  Plans  ambitious  di- 
rect satellite  system  1987;  also  new 
network  made  up  of  many  indepen- 


The  newest  fortune  among  The 
Forbes  Four  Hundred  is  owned 
by  Steven  Jobs,  who  founded 
Apple  Computer  Inc.  in  1977. 


dents.  Firm  nonunion;  enjoys 
steady  profits,  low  debts.  Flagship 
St.  Paul  TV  could  fetch  $125  mil- 
lion. Stan:  "We're  living  in  a  time 
of  great  transition.  And  anyone 
who  pays  that  much  is  a  foolish 
person."  Still,  with  stations,  TV 
production  co.,  hotel,  family  for- 
tune should  exceed  $190  million. 


%a<me&  fanimett  0, 
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Citrus  grower.  Dade  City,  Fla.  and 
Highlands,  N.C.  84.  Married,  1  son, 
1  daughter.  Former  Ford  dealer  who 
packed  suitcase  into  Model  T, 
headed  south  from  Georgia  with 
$500.  Bought  first  orange  grove 
1920.  Now  one  of  largest  indepen- 
dent growers  (see  also  Jack  Berry): 
over  13,000  productive  acres  or- 
anges, 4,000  grapefruit,  in  7  Florida 
counties.  Expanding:  8,000  acres 
young  groves.  Loves  making  deals; 
keeps  low  profile,  old  gin-rummy 
buddies.  Nepotism  works:  "If 
they're  kin,  we'll  give  them  a  job." 
Drinks  little  orange  juice:  "I'd  rath- 
er sell  it."  Net  worth  should  exceed 
$185  million. 

Broadcasting.  North  Miami.  48.  Re- 
cently divorced;  2  sons,  1  daughter. 
Grandfather  made  shoes  in  Massa- 
chusetts; father  Sidney  (d.  1971) 
joined  business;  started  buying 
Florida  property  1940s.  With  Ed- 
mund, bought  control  Miami  TV 
(NBC)  1962  for  $3.4  million.  Sta- 
tion grossed  $30-plus  million  1983; 
little  apparent  debt;  worth  roughly 
$175  million.  Ansin  civic-minded, 
low-key,  publicity-shy:  "You'd  do 
me  a  favor  if  you  lost  my  name 
somewhere."  Minor  interests  Calif, 
radio;  also  well-hidden  Florida  real 
estate.  His  100%  of  Sunbeam  TV 
Corp.  worth  minimum  $185  mil- 
lion; one-third  in  trust. 


*ge 
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Teledyne.  Austin,  Tex.  66.  Married, 
2  children.  Taught  business,  tech- 
nology Harvard,  Carnegie-Mellon 
1947-52  before  joining  Hughes  Air- 
craft; managed  Litton  labs  from 
1954.  Teamed  with  fellow  Litton 
alum  Henry  Singleton  (which  see); 
each  put  up  $250,000  to  launch 
Teledyne  1960  with  backing  from 
Arthur  Rock.  Left  1966  to  become 
business  dean  Univ.  Texas;  now 
runs  campus  Institute  for  Con- 
structive Capitalism.  Advises  univ. 
system  on  finances;  tells  other 
high-tech  investors:  "Don't  get  im- 
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THE  BEST  UTTLE  COME 
$1,895  CAN  BUY. 


Canon's  NP-150  gives  you  more  than  you  d 
expect  in  a  small  office  copier. 


nw    «##  The  NP-150  is  the 
X 1/       only  compact  copier 
in  its  class  that  lets  you  copy  virtually 
any  original.  On  virtually  any  paper 
Up  to  11"  x  17"  ledger  size.  Including 
your  letterhead,  colored  paper; 
transparencies  and  labels. 


JL  [  Control  the  exposure  yourself. 
HE  Or  let  the  NP-150  do  it  for  you. 
With  Automatic  Exposure,  the  NP-150 
scans  each  original  and  sets  the 
proper  exposure.  Automatically 
No  more  guesswork.  Just  crisp,  clean 
copies  every  time. 


5  f  DIM  Faster  tnan  anv otner 

[#  V" 111  copier  in  its  price 
!ge,  the  NP-150  delivers  up  to 
!  etter-size  copies  a  minute.  And  with 
jirst  copy  speed  of  just  8  seconds, 
lets  the  whole  job  done  fast. 


RDTCD  Wlth  the  NP-150, 
Im  I  Elm  you  never  have  to 
i  multi-page  documents  by  hand, 
non's  optional  MS-1  10-bm  sorter 
jates  up  to  30  pages  per  bin.  Handles 
I  size  paper.  From  statement  to 
Iger  size.  Gives  even  small  businesses 
h  volume  performance. 


Aftl  AA  Try  copying  in  anything 
WLVn  but  black  on  other 
copiers  this  size  and  price.  Canon's 
exclusive  Color  Developer  System  makes 
it  quick  and  easy  to  change  copy  color 
on  the  NP-150.  From  black  to  brown 
to  blue.':":'  Combine  all  three  to  make  multi- 
colored copies  that  always  get  noticed. 


DOUBLE  CASSETTES 

Canon's  unique  optional  cassette  loading 
unit  lets  you  add  a  second  paper  cassette 
to  the  NP-150.  A  simple  touch  of  a 
button  is  all  it  takes  to  change  paper  sizes. 
Whenever  you  want.  Convenient  for 
businesses  with  different  size  copying  needs. 


Canon 

PLAIN  PAPER  COPIER 

ET3150 

©  1984  Canon  US  A.  Inc 
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patient.  These  are  grandchildren  in- 
vestments." With  5.7%  Teledyne, 
smaller  stuff,  minimum  net  worth 
is  $185  million. 

wAa^ied  S£tlen  Jfa. 
cfteroe^t Sullen 

Stock  market,  real  estate.  NYC. 
Charlie:  81.  Divorced,  remarried;  3 
children  by  first  marriage.  Brother 
Herb:  76.  Widowed,  remarried;  1 
son,  1  daughter.  Herb  Jr.:  44.  Di- 
vorced, 4  children.  Charlie  may  be 
among  the  canniest  investors  of  all 
time  (see  also  Warren  Buffett).  Raised 
in  Manhattan  cold-water  flat;  high- 
school  dropout;  Wall  Street  runner 
at  15;  set  up  as  bond  trader  at  19 
with  $1,000,  desk,  2  phones. 
Brought  in  Herb  1928.  Made  first 
million  by  1929,  lost  it  in  Crash. 
Herb  (now  semiretired)  helped  res- 
cue firm  with  shrewd  Depression 
trading.  Since  1930s,  phenomenal 
track  record  buying  into  cheap,  un- 
likely firms.  Staffers  pay  own  ex- 
penses, must  take  piece  of  venture 
before  Aliens  buy.  Charlie's  mas- 
terstroke: bought  $1  million  Syntex 
1958;  value  up  over  100-fold. 
"Charlie  has  no  interest  in  money 
except  making  it."  Herbert:  Biggest 
coup  in  Benguet  Mining  (bought  for 
$3  million,  sold  for  over  $45  m); 
recently  sold  12%  Irvine  Ranch  for 
over  $120  million.  Herb  Anthony 
joined  1962;  bought  about  6%  Co- 
lumbia Pictures  at  $4  in  1973,  sold 
to  Coca-Cola,  1982,  for  $72.  Last 
year:  Made  some  $30  million  losing 
bid  for  Northwest  Energy.  Family 
secretive;  holdings  in  over  200 
companies,  plus  much  well-hidden 
real  estate.  Share  fortune  worth 
well  over  $550  million. 

criwaewlcJc    It  a//ace  Jnnt/i 


Federal  Express  Corp.  Memphis. 
40.  Divorced,  remarried;  8  children. 
Vietnam  Marine,  got  5  medals, 
"sick  of  destruction."  Father,  called 
"Bus  King  of  the  South,"  left  Smith 
$3.2  million,  family  $8  million.  In- 
vested in  idea  he  developed  for  Yale 
economics  course:  all-freight,  over- 
night-delivery airline.  Sisters  sued 
for  misinvesting  family  funds.  Nev- 
ertheless, started  Federal  Express 
1973,  raised  $90  million  venture 


capital.  Now  over  $1  billion  rev- 
enues, serves  over  200  cities;  eye- 
ing Europe,  same-day  market.  Re- 
publican; named  Sen.  Baker's 
(R-Tenn.)  national  finance  chmn. 
1979.  His  10%  worth  $180  million. 

Construction.  Tulsa.  46.  Married,  2 
children.  Rural  carpenter's  son  who 
left  school  to  marry  at  15.  Drove 
milk  truck  in  Oklahoma  City,  "but 
a  drunk  ran  into  me  and  I  lost  my 
job."  Moved  to  Tulsa,  poured  con- 
crete; borrowed  $75,000  to  build 
houses  1958.  Switched  to  apart- 
ments, shopping  centers  1960s. 
Formula:  no  monuments:  "We 
build  for  the  masses."  Claims  he 
can  put  up  500-unit  community  in 
just  6  months.  "Roger's  not  the 
country  club  type.  He's  still  a  farm 
boy  with  stamina  beyond  that  of 
normal  men."  6  ft.  4,  240  lb.;  flies 
own  Boeing  727;  recently  shot  10- 
ft.  polar  bear  on  solo  safari  in  Arctic 
regions.  Minimum  net  worth:  over 
$180  million. 

Sy/h<ui#  J^vine  crmttA 

Inheritance,  lawsuits.  Middleburg, 
Va.  and  Emerald  Bay,  Calif.  51. 
Thrice  divorced,  3  sons.  "Joan"  lost 
father  at  2;  raised  close  to  grandfa- 
ther James  Irvine  Jr.,  who  inherited 
and  built  up  Irvine  Ranch:  68,000 
prime  acres  Orange  County,  Calif. 
At  24  she  inherited  22%  stake;  54% 
to  foundation  run  by  his  cronies. 
Fought  cronies  ever  since  (over  18 
lawsuits).  Joined  Taubman-Allen 
group  (see  both)  for  1977  bidding, 
legal  wars.  Won;  she  got  about  $76 
million  cash.  Donald  Bren  (see  also) 
bought  control  1983;  offered  her 
$110  million  (for  11%  stake);  she's 
looking  for  more.  Dislikes  public- 
ity, gets  plenty.  Net  worth  over 
$180  million  (mother  has  lifetime 
interest). 

del  zs  vice 

Price  Co.  La  Jolla,  Calif.  68.  Mar- 
ried, 2  sons.  Practiced  law  17  years; 
quit  1955  to  launch  Fed-Mart  Corp., 
mass  merchandiser/supermarket, 
pioneering  house  brands  and  "one- 
stop  shopping"  concepts.  Sold  out 
1975;  fired  by  new  W.  German  man- 
agement. Started  Price  Co.  with  son 
Robert,  now  CEO.  Last  laugh:  Price 


Co.  prospered,  Fed-Mart  fizzled. 
Went  public  1980;  now  15  "clubs": 
plain  cash-and-carry,  members- 
only  wholesale  outlets  in  Calif,  and 
Ariz.;  moving  east.  Sales  near  $650 
million;  mostly  word-of-mouth  ad- 
vertising. "Merchandising  is  not  a 
science,  it's  an  art."  Astute;  private; 
low-key  Dem.  power.  His  16% 
stake,  other  assets,  worth  mini- 
mum $180  million. 

Brothers.  Real  estate.  NYC  and 
Scarsdale,  N.Y.  Joined  father's  Cir- 
cle Floor  Co.  early  1940s,  expanded, 
sold  1967  for  $15  million.  Built 
1,964  luxury  apts.  near  Lincoln 
Center;  now  largest  co-op  to  date. 
Paid  $30  million  for  Biltmore  (con- 
verted to  office),  Roosevelt  hotel 
buildings  1978;  estimated  $80  mil- 
lion profit.  Also  much  other  NYC 
property.  Bought  into  United 
Brands  1975;  sold  almost  all  of  1.5 
million  shares  1984  for  near  $40 
million  to  Carl  Lindner  (which  see); 
still  directors.  Seymour:  64.  Mar- 
ried, 2  children.  Paul:  61.  Married,  2 
children.  Call  real  estate  their 
"hobby."  Current  projects  include 

3  office  buildings,  luxury  apts., 
Times  Square  merchandise  mart. 
Reputation  for  toughness.  Paul: 
"My  competitors,  my  adversaries 
and  my  friends  cannot  really  say 
I'm  tough.  They  don't  understand 
the  word  tough."  Net  worth,  nearly 
all  from  hobby,  over  $350  million, 
shared  about  equally. 

Tl  tt/iam  Syvuutv  '^ric/clina    %< . 

Charter  Medical  Corp.  Macon,  Ga. 
52.  Married  (to  Miss  America  1953), 

4  children.  Former  Air  Force  guided- 
missile  officer,  then  "worked  for  my 
daddy"  in  family  real  estate  busi- 
ness before  founding  Charter  Medi- 
cal 1969.  Firm  owns  42  hospitals  in 
18  states,  London.  Since  1975,  em- 
phasizing psychiatric  (29  built,  11 
under  development),  not  general 
hospitals:  "We  became  a  lean  com- 
pany with  a  central  directive  to  do 
one  thing  and  do  it  well."  Chairman 
Federal  Reserve  Bank  of  Atlanta, 
1980-83.  With  family,  owns  6  mil- 
lion Charter  shares.  Net  worth  over 
$175  million. 

Kfhetao^i  eft.  c?c/ow 

Real  estate.  NYC.  Late  40s.  Mar- 
ried, 1  child.  Went  way  out  on  limb 
to  build  landmark  Manhattan  sky- 
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Allen  Paulson  remembers  what  took  him  to  the  top. 


Begin  at  the  bottom  and  learn 
everything  you  can  every 
step  of  the  way." 

That's  the  credo  of  Allen 
Paulson,  majority  owner  and 
operator  of  the  world's  largest 
corporate  aircraft  manufac- 
turing company:  Gulfstream 
Aerospace  Corporation. 

Starting  at  18  as  a  mechanic 
for  TWA,  he's  worked  as  a  flight 
engineer,  a  test  pilot,  a  com- 
mercial pilot,  and  even  today, 
he's  still  flying. 


"Behind  the  controls,  40,000 
feet  in  the  air,  you  can  get  back 
to  basics,"  he  says. 

Remembering  the  basics  is 
probably  what's  behind  Gulf- 
stream's  continual  success. 
Innovation  is  never  made  at  the 
expense  of  time-tested  ideas. 
The  Paulson  game  plan  is  an 
evolutionary  process  that  has 
allowed  Gulfstream  to  come  up 
with  a  revolutionary  product — 
the  Gulfstream  III. 

As  with  any  well-built  ma- 
chine, the  process  is  long,  the 
timing  precise  and  the  result — 
a  masterpiece. 


We  at  Rolex  have  no  trouble 
understanding  this  concept.  It 
underlies  the  construction  of 
every  timepiece  that  bears  our 
name.  Such  as  the  President 
Day-Date  Chronometer  in  18kt. 
yellow  gold  worn  by  Allen 
Paulson.  Planned  to  give 
precise  information  to  a 
demanding  executive.  Whether 
he  is  behind  a  desk  or  behind 
the  controls. 

ROLEX 


The  Rolfx  President  Day-Date  Chronometer.  Available  in  18kt.  gold,  with  matching  bracelet. 
Rolex,  President  and  Day-Date  are  trademarks. 

Write  for  brochure.  Rolex  Watch,  U.S.A.,  Inc.,  Dept.  528,  Rolex  Building,  665  Fifth  Avenue,  New  York,  N.  Y  10022 
World  headquarters  in  Geneva.  Other  offices  in  Canada  and  major  countries  around  the  world 
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Chessie  System  Railroads.  Seaboard  System 
Railroad  and  Texas  Gas  Resources  are  major 
units  ol  CSX  Corporation  ©  1984  CSX  Corporation 


The  Greenbrier 

White  Sulphur  Springs.  W.Va. 

1-800-624-6070 


In  an  upland  valley  of 
Virginia's  Allegheny  M<  n 
tains,  among  6,500  acn  j 
forests  and  gardens,  stc  i 
America's  premier  resc  I 

The  Greenbrier's  sto  i 
heritage  began  in  the  1  fl 
And  mixing  pleasure  "v  jj 
business  here  continue  i 
be  a  legendary  experi<  a 

For  23  consecutive 
years,  The  Greenbrier 
received  the  coveted  I\ 
Five-Star  Award  for  oik  H 
impeccable  service,  d  ti 


:'s  World-Renowned  Resort  Defines 
ftrice  In  The  Grand  Tradition,  From 
Award-Winning  Cooking  School  To 
ate-Of  -The-Art  Conference  Center 


nine  and  hospitality 
I  Sports  facilities  include  3 
•i(mpionship  golf  courses, 
1 outdoor  and  5  indoor 
nis  courts,  riding  trails, 
oor  and  outdoor  swim- 
Jg  pools,  bowling  lanes, 
ijrcise  room,  fishing,  and 
ft  and  skeet  shooting. 
•  |\nd  for  working  meet- 
>£>,  The  Greenbrier's  new 
fliference  Center  provides 
«most  advanced  facilities 
rgroups  of  10  to  1200. 
.ne  Greenbrier  Clinic,  a 


world-renowned  diagnostic 
center,  has  served  America's 
top  business  executives  and 
health-conscious  guests 
since  1948. 

Whether  it's  moving 
goods  to  market,  developing 
energy  or  serving  guests  in 
style,  CSX  leads  the  way 

For  more  information 
on  The  Greenbrier,  write  to 
CSX  Corporate  Communi- 
cations, PO.  Box  C-32222, 
Department  B-4H, 
Richmond,  Virginia  23261. 


CSX 

CORPORATION 


America's 

Largest 

Transportation 

And  Natural 

Resource 

Company 
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scraper  (9  W.  57th  St.)  near  Plaza 
Hotel.  Fully  rented  just  before 
1970s  real  estate  bust;  enjoys  vast 
profits.  Also  smaller  properties; 
builds  only  in  NYC.  Observer:  "A 
contentious,  litigious  man."  Now 
selling  uniform  "row"  of  East  Side 
town  houses,  throwback  to  19th- 
century  construction  style;  price 
"several  million  dollars"  each.  Big 
collector  modern  art.  Avoids  press. 
Minimum  net  worth:  $175  million. 

Film  producer,  securities.  Holmby 
Hills,  Calif.  67.  Married,  2  children 
(1  deceased).  Started  as  literary 
agent  (Raymond  Chandler,  Ben 
Hecht),  switched  to  movie  stars 
(Kirk  Douglas,  William  Holden). 
Cofounded  independent  film  co. 
1957,  became  Seven  Arts.  Later 
Rastar  Productions,  Rastar  Films; 
sold  both  to  Columbia  Pictures  by 
1980.  Now  has  Ray  Stark  Produc- 
tions. Over  years,  his  film  rentals 
have  topped  $600  million  (Funny 
Girl,  The  Goodbye  Girl,  Annie).  Got 
$21  million  Coca-Cola  stock  on 
sale  of  Columbia  shares;  still  holds; 
invests  through  Allen  brothers 
(which  see).  Also  big  Calif,  horse 
breeder;  avid  skier.  Talks  of  retir- 
ing, but  now  making  7  films.  "He's 
a  bundle  of  energy."  Net  worth:  at 
least  $175  million. 


JjaAn   warl^retxe^ 


The  average  fortune  among 

The  Forbes  Four  Hundred  is  at 

least  $315  million. 


Broadcasting.  Kalamazoo,  Mich. 
83.  Married,  childless.  Age  2  when 
father  died;  spent  30  years  tracing 
roots.  Built  first  ham  station  at  Pur- 
due Univ.  With  equipment  and 
$126,  set  up  shop  in  Kalamazoo 
1931;  traded  airtime  for  food  during 
Depression:  "Everybody  in  town 
was  broke."  Today:  4  TV  stations,  4 
radio,  cable,  Muzak  franchise,  new 
area  sports  network.  Owned  100% 
Detroit  (baseball)  Tigers  1962-83; 
sold  stadium  to  city  1977  for  $1. 
Sold  team  to  Thomas  Monaghan 
(which  see)  for  record  $53  million. 
Believes  in  reincarnation;  studies 
all  religions.  "The  human  potential 
is  almost  unlimited,  as  long  as  you 
don't  care  who  gets  the  credits." 
Still  tireless,  but  grooming  nephew 
Bruce,  26.  Net  worth:  at  least  $175 
million. 

S'Juaust  v/iris/ofi/iev  «^ Heyev 

Broadcasting.  Champaign,  111.  83. 
Married,  1  son.  Was  prominent 
town  lawyer;  helped  launch  Cham- 
paign TV  station  1953;  got  control 
in  order  to  rescue  investment, 
slowly  acquired  100%.  Bought  San 
Diego  TV  in  1964  for  some  $11 
million,  now  worth  over  $125  mil- 
lion. Other  TV,  radio  stations,  but 
no  buys  in  20  years:  "I  didn't  realize 
it'd  been  that  long."  Local  legend; 
chairman  family-controlled  Bank 
of  Illinois  since  1962.  Also  San 
Diego  land;  bonds;  etc.  Bank  now 
investing  in  cellular  radio:  "I'm  as 
excited  about  this  as  I  was  about 
TV."  Son  August  Jr.  (Chris)  running 
stations  from  1976.  Net  worth  esti- 
mated at  over  $175  million. 

&iwe<if  Tr a/far  cttaA-it 

Shopping  centers.  Rancho  Santa  Fe, 
Calif.  65.  Married  (childhood 
sweetheart);  2  daughters,  1  son.  Af- 
ter high  school  worked  as  messen- 
ger for  Bank  of  America;  began  as 
small  general  contractor  1946.  Ear- 
ly builder  shopping  centers  south- 
ern Calif.  1950s;  has  built  over  34 
million  sq.  ft.  nationally  (over  40 
centers).  Went  public  1972;  sold 
out  to  Canada's  Trizec  Corp.  1980; 
his  share  $90  million.  Semiretired; 
flies  own  jet;  spends  most  time  on 
charities,  some  developments  (e.g., 


huge  Palm  Desert,  Calif,  center). 
Much  liquidity;  marginal  debt. 
Minimum  net  worth:  $175  million. 

Citrus  grower.  Avon  Park,  Fla.  73. 
Divorced,  remarried;  5  children,  1 
stepchild.  At  age  8,  drove  mule 
team  through  father's  small  orange 
groves.  "I  didn't  know  there  was 
any  other  business  but  citrus." 
Wedding  gift  1933:  10-acre  grove. 
Added  land  where  he  could,  now 
owns  roughly  10,000  acres.  Also 
much  cattle,  ranch  land;  chairman, 
52% -owner  Alico  Inc.  Spent  5 
terms  in  state  legislature,  lost  bid 
for  governor  1974;  wife  was  run- 
ning mate.  Sold  citrus  packing 
plants  to  Procter  &.  Gamble  1981. 
Visible  assets,  exclusive  of  debt, 
worth  at  least  $175  million.  "We're 
just  running  a  little  business  out  in 
the  country." 

<=LecvMava  <=L>i4un  n 

Real  estate.  NYC.  Late  60s.  Mar- 
ried, no  children.  Started  in  land- 
scaping business  with  father  on 
Long  Island  (nurseries  now  valu- 
able real  estate).  Pioneered  high- 
rise  apartments  on  Manhattan's 
York  Avenue.  Now  owns  some 
3,800  choice  Manhattan  apart- 
ments. Wants  to  build  new  rentals; 
blames  condo,  co-op  developers  for 
pushing  up  land  prices.  Refuses  to 
co-op:  "Everybody  who  has  a  job  in 
New  York  can't  spend  $500,000  on 
a  co-op.  It's  almost  like  there's  a 
whole  new  breed  of  builder  here." 
Colleague:  "He  operates  like  an 
old-fashioned  real  estate  man." 
Properties  eminently  co-opable. 
Minimum  net  worth:  $1 75  million. 

Knight-Ridder  Newspapers,  Inc. 
Miami.  75.  Married,  4  daughters. 
Self-styled  "nuts  and  bolts  man" 
with  business  sense  in  notable  pub- 
lishing partnership  with  brother 
John  (d.  1981).  At  12  set  type  in 
print  shop  after  school.  At  24  inher- 
ited father's  three  small  papers, 
managed  business  while  John  edit- 
ed. Added  Miami  Herald  in  1937; 
merged  with  Ridder  family  1974; 
now  3.8  million  combined  circ:  30 
dailies,  incl.  Philadephia  Inquirer 
and  Daily  News,  Detroit  Free  Press. 
New  commercial  videotex  service 
south  Florida.  Bulk  of  John's  hold- 
ings in  Knight  Foundation;  James 
owns  9%,  other  assets.  Minimum 
net  worth:  $175  million. 
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Bulk  containers.  Delaware,  Ohio. 
70.  Divorced,  6  children.  Young  ac- 
countant 1946;  family  owned  mi- 
nor block  Greif  Brothers  Corp.,  coo- 
perage founded  1877.  Hunted 
down,  bought  out  shareholders  at 
$35  average,  took  over  as  CEO 
1947.  Stock  since  split  160  for  1; 
equivalent  value  now  over  $3,200 
per  share.  Containers  about  90%  of 
firm's  $280  million  sales  1983. 
Lives  modestly  on  company-owned 
farm.  Devout:  painting  of  Christ  in 
meeting  room,  on  annual  report 
covers.  Low  turnover,  many  life- 
time execs:  "I  can't  remember  ever 
firing  anyone."  Given  firm's  break- 
up value  (incl.  317,000  acres  tim- 
ber), portion  imputed  to  his  fam- 
ily's voting  stock  (not  traded), 
worth  $175  million. 
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Times  Mirror  Co.  Two  (of  8)  surviv- 
ing children  of  Harry  Chandler,  Los 
Angeles  empire  builder  who 
worked  at  Times  during  1880s,  mar- 
ried owner's  daughter,  gained  con- 
trol. Became  one  of  largest  land  bar- 
ons southern  Calif.  Died  1944;  split 
Times  Mirror  Co.  fortune  equally 
among  7  living  children.  Ruth  (Mrs. 
Karl  G.  von  Platen):  San  Marino, 
Calif.  87.  Thrice  widowed,  remar- 
ried; 3  children,  10  stepchildren. 
Second  husband  J.G.  Boswell  left 
her  11%  J.G.  Boswell  Co.,  largest 
U.S.  cotton  producer;  since  sold  off. 
Including  roughly  4.4%  Times  Mir- 
ror stock  (in  trusts),  net  worth  is 
over  $170  million.  Harrison:  Arca- 
dia, Calif.  81.  Married,  1  daughter. 
Family  spokesman.  After  Stanford 
1927,  joined  company.  Ran  Times- 
Mirror  Press  through  1968.  Active 
community  affairs;  recently  retired 
chairman  of  Chandis  Securities, 
family  holding  company.  With 
roughly  4.4%  Times  Mirror  (in 
trusts),  net  worth  over  $1,50  mil- 
lion. Fewer  than  50  descendants  of 
Harry  share  additional  22%  (see 
Chandler  family  i. 

zDa/niel  jfomei  yJewa 

awter  International.  Chicago.  73. 
idowed,  1  son.  Born  of  Italian  im- 
grant    lithographer.    Lost    Penn 


State  dance  audition  to  Gene  Kelly 
("All  I  had  to  do  was  see  him  take 
the  first  three  steps  and  I  knew  he'd 
get  the  part").  Chemical  engineer- 
ing degree  instead,  started  printing 
chemicals  business  1940.  Hired 
outsiders,  developed  new  technol- 
ogies late  1950s;  went  public  1960. 
Built  one  of  nation's  top  private 
American  art  collections;  paid 
$3.25  million  1982  for  Samuel  B. 
Morse's  "Gallery  of  the  Louvre," 
record  for  American  painting.  Plan- 
ning major  American  art  museum 
downtown  Chicago.  Reagan's  fund- 
raising  chmn.  1979-80,  now  ambas- 
sador-at-large  for  cultural  affairs. 
His  26%  Lawter;  art,  other  holdings 
worth  at  least  $170  million. 
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Pic  'n'  Save.  Huntington  Beach, 
Calif.  64.  Widowed,  divorced;  3 
children.  Started  at  9  hustling  sug- 
arcane on  NYC's  Lower  East  Side, 
buying  cheap  in  Chinatown,  selling 
2-cent  slices  to  neighbors,  making 
50  cents  a  stalk.  Later  worked  in 
Los  Angeles  as  welder  by  night, 
self-employed  salesman  by  day. 
From  1950  built  Pic  'n'  Save  chain 
to  87  stores  (mostly  So.  Calif.)  sell- 
ing brand-name  apparel,  household 
items  at  40%-to-70%  markdown. 
Depends  on  yesterday's  fads,  to- 
day's flops,  human  nature:  "In  a  lot 
of  cases  customers  aren't  going  to 
use  the  item  .  .  .  they  buy  it  be- 
cause it's  a  bargain  and  they  can't 
pass  it  up."  Sales  of  bargains  now 
up  to  $227  million.  Family  recently 
retired  some  stock  for  $105  mil- 
lion; retains  6%  stake.  Worth  mini- 
mum $170  million. 

. r  /f//ittf   ('/tai'/ej  ,     \  w/wit   y>. 

A.C.  Nielsen  Co.  Winnetka,  111.  64. 
Married,  3  children.  Nielsen  Sr.  (d. 
1980)  founded  market  survey  firm 
1923.  During  Depression  found 
people  claimed  to  buy  prestige  Lux 
soap,  really  bought  proletarian  Life- 
buoy. Decided  to  count  sales,  not 
words.  Result:  dominant  company 
measuring  grocery  sales,  TV  rat- 
ings. Added  first  electromagnetic 
meters  to  measure  radio  (1942)  and 
TV  (1949)  audiences.  Jr.  president 
1956,  CEO  1974;  company  sold  to 
Dun  &  Bradstreet  1984.  Obscure 
clause  corporate  charter  rendered 
family's  Class  C  stock  nearly  val- 


44  men  and  32  women  on  The 

Forbes  Four  Hundred  are 

currently  unmarried. 

ueless  in  merger.  Traded  Class  A,  B 
shares  for  D&B  stock  (much  in 
trust  for  family),  plus  other  assets, 
worth  minimum  $170  million. 

S't/vepf  ^Lee    fieiticAi 

FlightSafety  International.  Green- 
wich, Conn.  67.  Widowed,  4  chil- 
dren. Young  Lindbergh  fan  who 
saved  money  to  fulfill  dream:  so- 
loed open  cockpit  biplane  at  16; 
instructing  by  21.  Barnstormer;  fell 
out  of  plane  teaching  snap  rolls  at 
4,000  ft.,  parachute  opened  at  150 
ft.  Pan  Am  pilot  WWII;  used  off- 
duty  hours  to  start  firm  1951;  mort- 
gaged home  to  buy  first  simulator 
1954.  Made  money  training  pilots 
inexpensively  on  simulators;  grads' 
safety  record  above  average.  Left 
Pan  Am  when  took  firm  public 
1968;  now  sales  $81  million.  "I 
built  this  damn  thing  from  nothing, 
and  I  did  it  clean."  Clients  are  air- 
lines, other  companies,  military. 
Controls  37%,  other  investments, 
worth  $170  million. 
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Brothers.  Real  estate.  Father  Joseph 
self-made;  emigrated  from  Austria 
1902,  started  Durst  Organization 
1915  to  oversee  handful  of  NYC 
buildings  (d.  1974).  Sons  moved 
into  midtown  Manhattan  commer- 
cial properties  1940s;  pioneered 
Third  Avenue  development.  Fol- 
lowed father's  rule:  "Never  buy  far- 
ther than  you  can  walk."  Own 
about  100  properties;  4.2  million 
sq.  ft.  office  space,  large  assembled 
blocks  of  properties  in  eventual 
path  of  Times  Square  redevelop- 
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ment.  Seymour:  NYC.  71.  Widow- 
ed, 4  children.  Driving  force  among 
brothers,  land  assembler;  urban  his- 
torian, outspoken  critic  of  NYC 
zoning  and  rent  stabilization:  "The 
danger  to  New  York  is  not  a  toxic 
environment  but  a  toxic  econo- 
my." Roy:  Scarsdale,  N.Y.  65.  Mar- 
ried, 3  children.  Manages,  oversees 
construction.  David:  Chappaqua, 
N.Y.  59.  Married,  5  children.  Han- 
dles building  design,  leasing.  Broth- 
ers equal  net  partners  in  holdings 
J  worth  over  $500  million;  sister 
Alma  has  passive  interest. 
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Brothers  and  sister.  Cargill,  Inc. 
Children  of  John  MacMillan  Jr., 
who  ran  Cargill  1936-60  (d.  1960). 
Duncan:  Wayzata,  Minn.  54.  Mar- 
ried, 4  children.  Has  long  headed 
Waycrosse,  Inc.,  Cargill/MacMil- 
lan  private  investment  firm;  Cargill 
director.  Hugh:  Fort  Lauderdale, 
Fla.  56.  Divorced,  remarried;  6  chil- 
dren. Lives  quietly;  not  active.  Mar- 
nie  (Mrs.  Pictet):  Geneva,  Switz.  51. 
Divorced,  remarried;  2  children. 
Out  of  the  country  most  of  the 
time.  Share  their  family  branch's 
approximately  25%  of  Cargill 
stock,  worth  at  least  $500  million. 
(See  Cargill/ MacMillan  family;  also 
other  Car  gills,  MacMillans,  Keinath.) 


Brothers  and  sister.  Cargill,  Inc. 
Grandchildren  of  John  MacMillan, 
who  became  president  of  grain  gi- 
ant Cargill  on  death  of  father-in- 
law  founder.  Whitney:  Minneapo- 
lis. 55.  Married,  2  children.  Yale 
graduate  1951,  joined  company  as 
vegetable  oil  merchant.  Chairman 
1977.  Cargill:  Minneapolis.  57. 
Married,  4  children;  senior  v. p.  Pau- 
line: 50.  Married.  Little  known,  not 
active  in  company.  Share  their  fam- 
ily branch's  25%  Cargill  stock,  by 
itself  estimated  to  be  worth  at  least 
$500  million.  (See  Cargill/ MacMillan 
family;  also  other  MacMillans,  Cargills, 
Pictet) 


cfeuKwd  c/ rox 
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Inheritance.  Ligonier,  Pa.  Adopted 
children  (4th  is  deceased)  of  Rich- 
ard King  Mellon,  grandson  of  Pitts- 
burgh family  bank  founder,  Judge 
Thomas  Mellon  (see  also  other  Mel- 
tons, Conover,  May,  Scaife).  RKM 
guided  family  banking-oil-stocks 
empire  from  1930s  until  death  in 
1970.  Seward  (Pross):  42.  Divorced, 
remarried;  2  daughters  by  first  wife. 
Susquehanna  U.  grad.  Trained  in 
Mellon  National  Bank  trust  dept., 
now  a  director;  also  pres.  Richard  K. 
Mellon  &  Sons,  family  investment 
co.  Richard  (Dick):  45.  Divorced, 
remarried;  2  sons.  Tried  banking, 
left  to  pursue  other  interests:  con- 
servation, oceanography.  Also 
chairman  family  foundation.  Cas- 
sandra (Mrs.  Edwin  Van  R.  Mil- 
bury):  44.  Widowed,  remarried;  2 
children  by  first  marriage.  Active  in 
philanthropy,  civic  affairs.  Since 
death  of  mother  Constance  (1980), 
they  preside  over  trusts  believed 
worth  at  least  $500  million. 

^Leonswa  zDa/vtA 

Colonial  Penn  Group.  NYC  and 
Palm  Beach.  60.  Married,  2  sons.  As 
small-town  (Poughkeepsie,  N.Y.) 
insurance  agent,  approached  mid- 
1950s  by  Nat'l  Retired  Teachers 
Assoc,  about  group  health  plan; 
lined  up  contract;  helped  set  up 
Amer.  Assoc,  of  Retired  Persons 
1958.  Started  CPG  1963  to  handle 
both  accounts;  grew  through  direct- 
response  marketing.  SEC  probe 
late  1970s;  CPG  lost  most 
AARP/NRTA  clients  in  1980  to 
competitive  bidding;  net  loss  $23 
million  1981;  since  recovered  by 
expanding  services,  targeting  youn- 
ger clients.  Davis  CPG  consultant 
since  1982.  His,  family's  20%  sold 
1984  to  St.  Regis  Corp.  With  pre- 
vious CPG  stock  sales,  net  worth 
should  be  at  least  $160  million. 

XcAavleA  cftaywooa '  ^Muv/tAu  3*  ■ 

Murphy  Oil  Corp.  El  Dorado,  Ark. 
64.  Married,  4  children.  Took  over 
father's  sawmill  1941,  at  21,  imme- 
diately expanded  into  oil.  Now  in 
U.S.,  Canada,  North  Sea;  owns  one 


of  world's  largest  fleets  offshore  j 
drilling  rigs.  "When  I  might  have  | 
been  a  college  freshman,  I  had  al- 
ready found  oil,  had  40  employees, 
owed  $100,000,  wanted  to  marry. 
Being  a  freshman  didn't  appeal  to 
me."  Educated  by  tutors  instead; 
emphasized  classics,  Shakespeare. 
Tutored  own  children  at  breakfast 
table.  Retired  as  CEO  1984,  still 
chairman.  His  5.4  million  shares 
worth  $160  million;  at  least  50  rela- 
tives share  additional  $270  million. 

Masco  Corp.  Taylor,  Mich.  83. 
Married,  2  children.  An  Armenian, 
emigrated  from  Turkey  1920  to  es- 
cape persecution.  First  Detroit  job: 
claimed  to  be  experienced  machin- 
ist, wasn't;  fired.  Hired  later  with 
skills.  Quit  1929  to  found  Masco 
Screw  Products  Co.  Big  break  1955: 
Plumbing  "experts"  said  single- 
handled  faucets  wouldn't  sell,  so  he 
marketed  now  famous  Delta  model 
on  own.  Profits  his  own,  too:  fau- 
cets 23%  of  Masco's  $107  million 
earnings  in  1983.  At  83  still  works 
on  new  faucet  design.  Son  Richard 
CEO  from  1968;  added  oil  products, 
etc.,  which  helped  weather  housing 
and  auto  slumps  (planning  spinoff). 
With  immediate  family,  has  10% 
worth  $160  million. 

Publishing.  Charlottesville,  Va.  75. 
Divorced,  remarried  35  years;  2 
sons.  Grandson  of  newspaper  mo- 
gul E.W.  Scripps,  but  a  sundered 
branch  of  family:  "We're  all  indi- 
vidualists— otherwise,  they'd  have 
us  for  antitrust!"  Father  James  took 
over  predecessor  Scripps-Howard 
Newspapers  1909,  early  death 
1921;  E.W.  studied  hard  and  fast  to 
take  charge  age  21  (1930).  Spun  off 
Scripps  League  Newspapers;  now 
46  publications  (22  are  small  dai- 
lies). Chain  highly  profitable;  debt- 
free.  Sons  will  inherit,  but  E.W.  still 
very  active.  "Unless  ill  health  de- 
scends upon  us,  it's  better  to  wear 
out  than  rust  out."  Net  worth  at 
least  $160  million  (see  also  E.W. 
Scripps  andJ.E.  Scripps  families). 


I  a//i, 
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Industrialist.  NYC.  87.  Widowed, 
divorced;  3  children.  Built  Consoli- 
dated Foods  from  $16  million 
(sales)  1939;  bought  General  Dy- 
namics stock  1960s  with  Henry 
Crown  (which  see)  at  around  $10; 
after  splits,  shares  now  v/orth  al 
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$125  million.  Significant  collection 
Impressionists,  post-Impression- 
ists;  once  bought  by  the  square  foot. 
Donated  extensive  primitive  art 
collection  to  N.Y.  Metropolitan 
Museum  of  Art.  At  80,  threw  Wal- 
dorf-Astoria birthday  party  for  635; 
Bob  Hope  starred.  Son  Alan  first 
Jewish  member  Palm  Beach  Town 
Council  1984.  Minimum  net 
worth:  $160  million. 

Coal.  Knoxville,  Tenn.  77.  Married, 
3  children.  Cumberland  Mountains 
boy,  went  to  work  in  father's  saw- 
mill: "College  never  caught  my  in- 
terest. I  was  too  anxious  to  get 
moving  in  the  world."  Next:  Sales- 
man for  coal  brokerage  firm,  rose  to 
president;  built  coal  interests  on 
side.  Quit  1961,  devoted  full  time 
to  his  Jewell  Coal  &.  Coke,  Sham- 
rock Coal.  By  1979,  as  Elk  River 
Resources,  one  of  largest  U.S.  pri- 
vate coal  companies;  4.5  million 
tons  per  year;  reserves  200  million 
tons.  Merged  with  Sun  Co.  1979; 
Ray  had  33%.  Net  worth  at  least 
$160  million. 

Food.  Westfield,  N.J.  66.  Married,  3 
children.  Took  over  family  busi- 
ness, Connell  Rice  &  Sugar  Co., 
1950  (sales,  $10  million).  Now  larg- 
est U.S.  broker,  trader  in  rice  and 
sugar  (sales,  $600  million).  Also 
food  and  machinery  exports;  leas- 
ing. Once  handled  nearly  all  Cali- 
fornia's rice  exports  ($350  million 
1981),  90%  South  Korea's  rice  im- 
ports. Charges  of  illegal  dealings 
with  Tongsun  Park,  Korean  wheel- 
er-dealer, dismissed  1979  after  Park 
changed  testimony.  Net  worth  be- 
lieved to  be  at  least  $160  million. 

L/xe/tvneMi  ^ffa-n/eif  S%damd%t. 

Entrepreneur.  Houston.  61.  Mar- 
ried; 1  son,  2  daughters.  Part  Chero- 
kee Indian.  "Bud,"  son  of  late  Ken- 
neth (Boots)  Adams,  heavy-handed 
builder  Phillips  Petroleum.  Ken  Jr. 
still  in  oil;  better  known  as  owner 
Houston  (football)  Oilers,  "his  only 
real  contact  with  fame."  Also  co- 
founder  American  Football  League 
with  Lamar  Hunt  (which  see).  Frugal 
reputation:  "Bottom  Line  Bud." 
Most  wealth  in  15,000-acre  Califor- 
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The  states  with  the  highest 

concentration  of  Forbes  Four 

Hundred  members: 

New  York  83 

California  53 

Texas  52 

Florida  20 

Pennsylvania  20 

nia  rice  and  vegetable  farm,  Texas 
ranch  and  farmland.  Also  coal  min- 
ing, barging,  trucking,  biggest  U.S. 
Lincoln-Mercury  dealership  (Hous- 
ton). Minimum  net  worth:  $160 
million. 

c/jerHarctS/i.  <   ((e>i</tk 


Real  estate.  NYC.  55.  Divorced,  re- 
married; 3  children  by  first  wife. 
"Bernie"  born  Scotland;  raised 
South  Bronx  as  son  of  handyman. 
Worked  way  through  law  school, 
broke  into  real  estate  1957  with 
now  ex-brother-in-law  Larry  Silver- 
stein  (which  see).  Split  1977.  Still 
partners  in  some  buildings.  Jokes: 
"I  can't  seem  to  shake  him.  Mar- 
riages die  hard."  Mendik  now  has 
over  $1  billion  in  properties  (over  9 
million  sq.  ft.).  Rehabs  in  Manhat- 
tan, builds  in  Conn.  Mostly  in  part- 
nership with  institutions;  recent 
deals  with  Allen  &  Co.  (see  Charles 
Allen,  et  al).  Avid  skier,  runner. 
Minimum  net  worth:  $160  million. 

S-**»i<u   t r/i//o*d \ .  Ha-rfcKu/a  3*- 

Apple  Computer.  Woodside,  Calif. 
42.  Married,  2  children.  "Mike": 
Electrical  engineer  who  worked  for 
Fairchild,  then  Intel  until  1974. 
Persuaded  1976  by  two  computer 
freaks  (see  Steven  Jobs)  with  home- 
made personal  computer  and  no 
way  to  mass-produce,  to  put  up 
$91,000,  secure  credit,  sell  idea  to 
top  venture  capitalists  (see  Henry 


Singleton,  Rockefellers).  Became  Ap- 
ple .chairman,  marketing  v.p.  1977; 
CEO  1981.  Left  1983,  hired  succes- 
sor John  Sculley  (former  CEO 
Pepsi-Cola):  "It's  very  important  to 
know  your  own  limits."  New  title: 
"Markkula-at-large."  His  9%,  plus 
stock  sales,  worth  $160  million. 

Inheritance.  Pittsburgh.  95.  Never 
married.  Strong-willed,  worshipful 
daughter  (and  sole  surviving  child) 
of  Henry  Clay  Frick.  He  was  proto- 
typical "robber  baron,"  rose  from 
bookkeeper  to  dominate  Pittsburgh 
coke  industry  in  Carnegie  era; 
broke  bloody  Homestead  Strike 
1892.  She  inherited  $38  million 
(1919);  millions  more  after  death  of 
mother  (1931).  Reportedly  was 
canny  businesswoman;  has  fiercely 
defended  father's  name.  Rarely 
seen  in  public  since  his  death.  Once 
lived  near  Frick  Collection  (NYC), 
established  in  his  memory;  now  in 
secluded  mansion.  Even  mediocre 
investment  would  put  fortune  well 
over  $150  million  by  now. 

Brother  and  sister.  Inheritance. 
Children  of  Howard  Phipps  (d. 
1982),  youngest  of  19th-century 
steel  magnate  Henry  Phipps'  5  chil- 
dren (see  Phipps  family).  Howard 
("Howdy"):  Westbury,  N.Y.  50. 
Married,  3  children.  Lives  quietly; 
represents  self,  sister  on  Bessemer 
Trust  board;  active  in  NYC  cultural 
world.  "A  true  philanthropist." 
Anne  (Mrs.  Constantine  Sidamon- 
Enstoff):  NYC.  52.  Married,  3  chil- 
dren. Husband  prominent  lawyer, 
was  aide  to  former  NYC  mayor 
John  Lindsay.  Their  share  of  Phipps 
fortune  worth  over  $300  million. 


€L 
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Investments.  Far  Hills,  N.J.  75. 
Widowed,  remarried;  2  children  by 
first  wife.  Father  Clarence,  finan- 
cial wiz,  became  leader  of  1920s 
Wall  Street  establishment  as  Dil- 
lon, Read  &  Co.,  strong  rival  of 
house  of  Morgan  (d.  1979).  C.  Doug- 
las: distinguished  public  service  as 
ambassador  to  France  1953-57, 
treasury  sec'y  1961-65;  stepped 
down  1983  as  14-year  chmn.  Met- 
ropolitan Museum  of  Art,  NYC. 
Family's  Dillon,  Read  sold  1981; 
33% -owned  U.S.  &  Foreign  Securi- 
ties (liquidated  1984).  With  invest- 
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ments,  famous  Chateau  Haut-Brion 
I  vineyard  (France),  art,  net  worth  ex- 
1    ceeds  $150  million. 

(bxi<a  J%A<edouw  Ajlfcna, 

1   Investments.  NYC.  59.  Married,  1 

I  son,  2  daughters.  Father  Khedouri 

A.  (d.  1956)  started  Baghdad  bank 

j  1899,    became   known   as    "Roth- 

I  schild  of  the  East."  Brought  family 

\  to  U.S.  1941  to  escape  war;  later 

I  lost  Middle  East  empire  in  Arab- 

j  Israeli  strife.  Son  Ezra  naturalized 

I  1950.  "We  were  diminished,  but 

!  not    impoverished.    There    was    a 

seed."  Rebuilt  as  Zilkha  &  Sons, 

!  Inc.;  formed  partnership  with  larger 

!  banks    1967    (now    Fidelity    Int'l 

Bank);   chmn.   until    1979.   Polite; 

I  polished.  Manages  vast  investment 

portfolio,  mostly  U.S.;   serves  on 

various  boards.  Wife  Cecile  is  NYC 

socialite;     director     Met.     Opera. 

I   Much  wealth  well-hidden,  but  be- 

:   lieved  to  exceed  $150  million. 

.   Inheritance.    Wayzata,    Minn.     & 

j   Manalapan,  Fla.  68.  Married;  1  son, 

2  daughters.  Only  child  of  William 

,   McKnight.  He  was  born  poor  in 

|   South    Dakota    sod    hut,    turned 

!    small,  troubled  sandpaper  concern 

i   into  worldwide,  billion-dollar  Min- 

i   nesota  Mining   &.   Manufacturing 

;   (3M).  Died  1978;  with  wife,  left 

$500  million,  from  which  created 

$340  million  foundation.  Virginia 

!   runs  it.  Husband  James,  68,  rose  to 

lead  Honeywell,  Inc.;  retired  1979 

after  35  years.  Own  5  Broadway 

,    theatres  NYC;   Tartan  Stables  in 

Ocala,   Fla.   Her  net  worth:    over 

:;   $150  million.  "I  don't  really  know. 

|  I  don't  go  into  all  those  details." 

'tonav/eA  S&idew,    ¥o4e  zfr. 

wnav/ei  S4/a&n    ro&e^v. 

Banking.  Oklahoma  City.  Sr.:  83. 
Widowed,  2  children.  Jr.:  40.  Mar- 
ried, 2  children.  Family  has  con- 
trolled Okla.  City's  First  National 
Bank  &  Trust  Co.  over  60  years; 
grew  with  city.  Charles  Sr.  became 
president  1945;  family  now  has 
25%  of  holding  co.,  First  Oklahoma 
Bancorp.  Tightly  run:  "Charlie 
Vose  [Sr.]  tolerates  his  shareholders 
and  his  board  members,  but  he 
doesn't  much  like  them."  With  son 
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Charles  Jr.  (vice  chairman)  built 
fortune  as  financier  of,  sometimes 
controller  of,  numerous  small 
banks;  80%  Fourth  National  Corp., 
Tulsa.  Also  real  estate.  Both  avoid 
press.  With  Ed  Gaylord  (which  see) 
and  the  Goldmans  (which  see),  the 
power  triumvirate  of  Okla.  City. 
Father  and  son  share  fortune  be- 
lieved to  exceed  $300  million. 

J/r&nee  du  c/ cm-tjjv. 

J//»<&n<e  Jo/due  du  c/ W \AIccm 

^vtawawretta  oio»ww/  du  z/ ow/ 
vveenewu/t 

'toomilh^ce  cHononA  du  c/ &n£ 
z/lcwd&n, 

(blea/nxw  critwnci/S  du  c/  omtzf&uit 


■■vtamawna  du  zs &n£ \ftlw> 


Ucfavia  ^4i<zww  du  c/  cmt 
c/oi'edi'ri 

^£ucile  (bveiivia  du  zy  on£  'crliwt 

Brother  and  sisters.  Inheritance. 
Children  of  Irenee  Sr.  (d.  1963), 
president  Du  Pont  Co.  1919-26, 
played  major  role  in  building  com- 
pany (see  Pierre  S.  du  Pont  family,  du 
Pont  family).  Irdnee  Jr.:  Christiana 
Hundred,  Del.  64.  Married,  5  chil- 
dren. Retired  as  senior  v. p.  Du  Pont 
Co.,  1978:  "I  as  a  stockholder 
would  have  objected  to  me  as  presi- 
dent." Irene  Sophie  (Mrs.  Ernest 
May):  Wilmington,  Del.  84.  Mar- 
ried, 4  children.  Husband  consid- 
ered family  radical  (supported  Cas- 
tro, fought  family's  effort  to  reduce 
tax  on  Irenee  Sr.'s  estate).  Marga- 
retta  (Mrs.  Crawford  H.  Greene- 
wait):  Greenville,  Del.  82.  Married, 
3  children.  Husband  most  success- 
ful du  Pont  in-law:  Du  Pont  Co. 
president  1948-62,  present  with 
Fermi  at  first  controlled  nuclear  re- 
action in  Chicago  1942.  Constance 
(Mrs.  Colgate  W.  Darden  Jr.):  Nor- 
folk, Va.  80.  Widowed,  2  children. 
Fought  to  limit  use  of  Du  Pont  Co. 
pesticides  in  Va.  early  1960s.  Hus- 
band (d.  1981)  governor  of  Va.  1942- 
46.  Eleanor  (Mrs.  Phillip  Gordon 
Rust):  Thomasville,  Ga.  77.  Mar- 
ried, 4  children.  Marianna  (Mrs. 
Henry  H.  Silliman):  Montchanin, 
Del.  73.  Married,  6  children.  Hus- 


band v.p.  at  family's  brokerage 
firm,  active  in  family's  small  mutu- 
al funds.  Octavia  (Mrs.  John  Bruce 
Bredin):  Greenville,  Del.  71.  Mar- 
ried, 6  children.  Husband  director 
of  family  bank  (Wilmington  Trust), 
active  in  other  Del.  business  inter- 
ests. Lucile  (Mrs.  Robert  B.  Flint): 
Greenville,  Del.  68.  Married,  5  chil- 
dren. Board  member  of  family  foun- 
dation. The  8  siblings  and  their  im- 
mediate families  share  in  father's 
fortune  worth  at  least  $1.2  billion. 

JfoAn    Wamev  ~£/a/6vea/A 

Father  and  son.  Real  estate.  Colum- 
bus, Ohio.  John:  87.  Widowed,  re- 
married; 2  children  from  first  wife. 
Began  as  real  estate  broker,  ruined 
in  Depression;  recovered  by  arrang- 
ing sales  of  foreclosed  property, 
drawing  large  commissions.  Then 
hit  on  "package  deals":  Line  up  ten- 
ant and  builder,  take  blueprints  to 
bank  for  full  financing.  Philan- 
thropic; not  looking  to  retire: 
"That's  when  people  die.  I've  seen 
it  happen;  they  just  waste  away." 
Daniel:  56.  Recently  separated,  3 
children.  Heir  to  real  estate  empire: 
over  1  million  sq.  ft.  valuable  office 
space  around  U.S.,  plus  interests  in 
millions  more.  Firm  manages  over 
18  million  sq.  ft.;  developed  world's 
largest  privately  financed  housing 
project  1966-78  (13,000  units,  Hong 
Kong).  Also,  52%  Pittsburgh  (base- 
ball) Pirates  (run  by  Dan);  4,300- 
acre  Thoroughbred  breeding  farm 
in  Ohio;  680-acre  farm  in  Lexing- 
ton, Ky.,  other  interests.  Estimated 
joint  net  worth:  over  $300  million. 


KJamdwz  ^revwu.   (zvtoc/ceieiievj 
awAe-  SdlaweA  cKocdceieuev 

Sdliau  c/toctceJe/lev  zlJcvufon 

Siblings.  Inheritance.  Great-grand- 
children of  oilman  John  Davison 
Rockefeller  and  children  of  John  D. 
Ill  (d.  1978,  car  accident).  John  IV 
(Jay):  Charleston,  W.  Va.  47.  Mar- 
ried, 4  children.  Studied  Oriental 
languages  in  Tokyo,  later  at  Har- 
vard and  Yale.  Was  Peace  Corps  and 
youth  crime  adviser  to  JFK;  elected 
W.  Va.  House  of  Delegates  1966; 
governor  1976  by  record  margin- 
reelected  1980  (spent  personal  $12 
million);  now  seeking  Senate  i 
"The  beanpole  politician"  (6  i\ 


*Ji rve  Kyfcwiie&  ^vow  <7vt(rtwtw&d 


first  non-Republican  Rockefeller 
and  most  prominent  member  of 
fourth  generation.  Sandra:  Cam- 
bridge, Mass.  49.  Single.  Vassar- 
educated  artist-musician.  Made 
headlines  traveling  through  Europe 
1950s  as  "impoverished"  student. 
Dropped  Rockefeller  name  1959; 
once  tried  to  give  all  her  money 
away;  then  tried  psychotherapy. 
Now  lives  as  recluse.  Hope:  Wood- 
stock, Vt.  46.  Divorced,  3  children. 
Married  John  Spencer  1959;  di- 
vorced 1969.  Wrote  ioi  Newsaay  (on 
feminism),  New  York,  Village  Voice-, 
won  awards  for  other  reporting. 
Dropped  out  mid-1970s  to  quiet  ru- 
ral life  near  uncle  Laurance's  resort. 
"When  people  heard  the  name 
Rockefeller  they  never  saw  the  per- 
son named  Hope."  Alida  (Mrs. 
Mark  Brandt  Dayton):  Minneapolis. 
35.  Married,  1  child.  Graduated 
Stanford  U.  1972;  denounced  par- 
ents (long  since  reconciled);  did 
charitable  work  in  San  Francisco, 
TV  documentary  production  in  Los 
Angeles.  Married  1978;  husband 
heir  to  Dayton  fortune  (see  Dayton 
family),  lost  1982  Senate  bid.  Sib- 
lings' estimated  net  worth:  share 
portion  worth  at  least  $600  million 
in  Rockefeller  trusts.  (See  also  other 
Rockefellers,  Morgan,  A.  O'Neill,  Rob- 
erts, Simpson,  Thorn. ) 

<yi€a/tvu  Jbia/>t/c  zr(oc/ceJeu&* 

Siblings.  Inheritance.  Great-grand- 
children of  John  Davison  Rockefel- 
ler, children  of  Nelson  Rockefel- 
ler's first  marriage.  Nelson,  most 
drivingly  competitive  of  the  5 
"brothers,"  was  4-term  New  York 
governor,  vice  president  under  Ger- 
ald Ford;  died  1979  (heart  attack). 
Rodman:  NYC.  52.  Divorced,  re- 
married; 4  children  by  first  mar- 
riage. Dartmou:i.  grad,  joined  late 
father's  agribusiness  firm,  Interna- 
tional Basic  Economy  Corp.  (now 
Ibec  Inc.  chairman)  "I  u  from  be- 
ing a  problem,  the  Rockefeller  iden- 
tity has  allowed  me  to  spread  my 
wings."  Ann  (Mrs.  T.  George  Har- 


ris): NYC.  50.  Divorced,  remarried; 
4  children,  4  stepchildren.  After 
college,  spell  as  social  worker  in 
London's  East  End,  Bronx;  also  stu- 
dent landscape  design.  Uses  sur- 
name Roberts.  Steven:  Middlebury, 
Vt.  48.  Divorced,  remarried;  3  chil- 
dren by  first  marriage,  1  by  second. 
Princeton  grad,  joined  army, 
shocked  family  by  marrying  the 
Norwegian  maid,  worked  briefly 
for  Rockefeller  Center.  Quit,  en- 
tered Union  Theological  Seminary, 
got  divorced,  tried  psychoanalysis. 
"I  had  to  deal  with  the  problem  of 
wealth  and  guilt."  Now  dean  of 
Middlebury  College.  Mary  (Mrs. 
Thomas  B.  Morgan):  NYC.  46.  Di- 
vorced, remarried;  3  children  by 
first  marriage.  Helped  establish 
public  health  project  on  Navajo  In- 
dian reservation  late  1950s:  "We 
lived  in  a  trailer  and  ate  out  of  cans 
and  lived  among  people  who  had 
never  heard  of  a  Rockefeller."  Ac- 
tive Michael  Rockefeller  wing, 
NYC's  Metropolitan  Museum  (Mi- 
chael was  twin  brother,  died  New 
Guinea,  1961).  Studies  primitive 
art.  Four  share  at  least  $600  million 
in  Rockefeller  trusts.  (See  also  other 
Rockefellers,  A.  Dayton,  Ferry,  A. 
O'Neill,  Simpson,  Thorn.) 

Sisters.  Inheritance.  Daughters  of 
Marilyn  Milton  Simpson  (d.  1980) 
and  great-great-granddaughters  of 
John  Davison  Rockefeller.  Laura 
(Mrs.  Berrien  Thorn):  Bedford  Hills, 
N.Y.  30.  Divorced,  recently  remar- 
ried; 2  children.  Studied  at  Boston's 
Wheelock  College.  Abby:  NYC.  27. 
Single.  Father  (not  a  Rockefeller) 
works  as  Egyptologist  in  Boston. 
Little  known.  Estimated  fortune: 
share  at  least  $300  million  in 
Rockefeller  trusts.  (See  also  other 
Rockefellers,  A.  Dayton,  Fe)~ry,  Morgan, 
A.  O'Neill,  Roberts.) 

Siblings.  Inheritance.  Grandchil- 
dren of  legendary  financier  Andrew 
Mellon  (d.  1937)  and  children  of 
Paul  (which  see).  Tim:  Manchester 
area,  N.H.  42.  Divorced,  remarried; 
I  stepdaughter.  Left  Yale  with  city 


planning  degree;  started  computer 
programming  firm  1969.  With  part- 
ner started  company  to  pressure- 
treat  railroad  ties  1977.  Now  seeks 
Northeast  RR  network:  Paid  over 
$45  million  for  Maine  Central,  Bos- 
ton &  Maine  and  Delaware  &  Hud- 
son; total  3,900-mile  system,  most- 
ly freight.  Recently  lost  bid  for 
Conrail;  offered  $1.2  billion  (plus 
surrender  of  over  $1  billion  tax 
benefits).  Lives  modestly;  once 
gave  money  to  help  rebuild  Hanoi 
hospital;  foundation  now  supports 
land  and  transportation  studies. 
Cathy:  Washington,  D.C.,  et  al.  48. 
Twice  divorced,  3  children  by  first 
marriage.  Antiwar  activist  (1972) 
when  first  husband  John  Warner 
made  Navy  Sec'y.  Divorced  1973; 
he  reportedly  settled  for  some  $9 
million  (later  divorced  Elizabeth 
Taylor;  now  senator).  Cathy  took 
mother's  maiden  name  after  second 
divorce;  now  active  supporter 
Rocky  Mountain  environmental  is- 
sues. Each  sibling  reportedly  re- 
ceived $100  million  in  trusts,  as 
stipulated  by  grandfather  (Tim:  "If 
you  think  you're  going  to  drag  the 
number  out  of  me,  you're  wrong"). 
With  conservative  investment, 
combined  net  worth  could  exceed 
$300  million  by  now. 
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Siblings.  Inheritance.  Great-grand- 
children of  Clarence  Barron  (1855- 
1928),  who  built  up  Wall  Street  Jour- 
nal, Barron's,  Dow  ticker.  Wealth 
(56%  Dow  Jones  &  Co.)  first  split 
among  3  grandchildren:  Jane  Cook 
(which  see),  Jessie  Cox  (d.  1982;  see 
William  Jr.,  Jane  MacElree)  and  Hugh 
Bancroft  Jr.  (d.  1953).  Hugh's  4  chil- 
dren today  share  one-third  of  fam- 
ily's fortune.  Bettina:  Los  Angeles. 
43.  Divorced,  recently  remarried;  2 
children.  Part-time  archaeologist; 
serves  on  board  Dow  Jones;  also 
member  C.G.  Jung  Institute  of  Los 
Angeles.  Retains  maiden  name. 
Hugh:  Newport  Beach,  Calif.  35. 
Married,  1  daughter.  Designs  and 
builds  antique-like  cars  in  nearby 
Costa  Mesa;  travels  widely.  Chris: 
Denton,  Tex.  33.  Married,  1  son,  1 
daughter.  With  wife,  runs  small 
real  estate  company  as  Bancroft 
Operations;  also  several  local  ice 
cream  shops.  Kathryn  (Mrs.  Stratos 
Kavadas):  Newton,  Mass.  32.  Mar- 
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ried,  2  children.  Interests  fine  arts, 
philanthropy,  raising  kids;  husband 
is  Boston  restaurateur.  Four  sib- 
lings preside  over  trusts  worth  $600 
million  in  Dow  Jones  stock. 

Real  estate.  Houston.  61.  Twice  di- 
vorced; 5  children  by  first  marriage. 
Son  of  movie  theater  owner;  turned 
to  real  estate  after  WWII.  Harold 
built  500  to  1,000  apts.  a  year  dur- 
ing 1960s,  early  1970s.  Now  owns 
19,000,  dubbed  "king  of  the  singles 
complexes."  Diversifying:  mixed- 
use  commercial  projects,  over  1 
million  sq.  ft.  office  space;  status- 
conscious  Ultra  magazine  (Texas 
society);  cuts  own  record  albums 
(Jolson,  Gershwin  tunes);  performs 
live  at  his  Houston  restaurant,  The 
Carlyle.  "You  reach  a  stage  when,  if 
you  don't  have  fun,  what  has  it  all 
been  for?"  Despite  Houston  apart- 
ment glut,  $20  million  divorce  set- 
tlement 1983,  net  worth  believed 
to  exceed  $150  million. 

Broadcasting,  real  estate.  Los  Ange- 
les and  Palm  Springs.  77.  Widowed, 
remarried;  childless.  "America's 
Singing  Cowboy."  Reared  in  Texas; 
learned  to  ride  and  rope  on  Oklaho- 
ma ranch.  Made  records,  movies; 
CBS  radio  show  1940-57;  was  one  of 
world's  highest-paid  performers. 
Bestseller:  Rudolph  the  Red-Nosed 
Reindeer.  Bought  first  radio  station 
1952;  now  5  radio,  1  TV  as  Golden 
West  Broadcasters.  Split  1982  with 
longtime  partner  Signal  Cos.  after 
selling  Los  Angeles  TV  for  then- 
record  $245  million.  Lost  rights  to 
air  baseball  Dodgers  1960,  bought 
Calif.  Angels  instead.  With  real  es- 
tate, music  publishing,  hotel,  net 
worth  at  least  $150  million. 
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Real  estate,  law.  NYC.  79.  Married, 
2  children.  Son  of  wealthy  silk 
manufacturer;  founded  law  firm 
1929.  With  partners  put  up  $8,000 
for  Harlem  apt.  house  1931.  Pio- 
neered real  estate  syndication  1949, 
provided  funds  for  deals  with  Harry 
Helmsley  (which  see);  took  varying 
percentages  of  equity.  Wien-assem- 
bled  groups  today  control  $2  billion 
NYC  property,  including  Empire 
State  Building.  Also  60-lawyer 
firm.  Son-in-law  Peter  Malkin  ac- 
tive  with  both.  Giving  millions  to 
NYC  civic,  cultural  philanthropies 
1   to  reduce  estate.  "I  don't  think  it's 
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In  step  at  Bank  of  Boston. 


Style  112 


THE  WRIGHT  FIT 


Not  only  smart,  but  very  comfortable.  Wright  shoes  come  in  sizes  up  to  14,  and  in 
widths  from  AAA  to  EEE.  Quality  shoes  with  the  Wright  fit. 

For  a  free  color  catalogue  and  store  locations,  write:  E.  T.  Wright  &  Co. , 
Rockland,  MA  02370.  a  call  toll-free:  800-343-1080. 


Wright  Shoes 


We've  been  Wright  for  more  than  100  years. 


-WEHAVENT 

REDEFINED 

THE  WORD 

BUT  WE  HAVE 
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ITS  MEANING; 

Excellence  in  Insurance  Brokerage. 


Bayly,  Martin  <b  Fay     International,  Ini 

Corporate  Headquarters: 
660  Newport  Center  Dr.  /  Newport  Beach,  California  92660  /  (714 
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good  to  leave  too  much  to  my  bene- 
ficiaries." Consensus  of  peers: 
worth  over  $150  million. 

Arbitrager.  Mt.  Kisco;  N.Y.  and 
NYC.  47.  Married,  4  children.  Son 
of  Detroit  restaurateur;  came  to 
Wall  Street  1966.  Left  Edwards  a 
Hanly  1975  to  go  out  on  own, 
backed  by  limited  partners.  Dis- 
solved 1980;  has  new  merchant 
banking,  investment  firm.  Nation's 
top  arbitrager;  huge  profits  from 
huge  takeovers.  Reportedly  over 
$100  million  from  Gulf-Socal,  Get- 
ty-Texaco  deals  alone.  Also  family- 
owned  hotels,  incl.  famed  Beverly 
Hills  Hotel.  Big  fundraiser  (UJA, 
Nazi-hunting);  teaches  arbitrage  at 
NYU,  Columbia.  Sleeps  about  3 
hours  per  night:  "A  minute  in  this 
business  is  a  year  in  any  other." 
Net  worth  believed  to  exceed  $150 
million.  "I  haven't  really  worked 
for  money  since  I  was  30." 

14  tit < am  xJuMnJn  ^/'ayisn    III 

Inheritance.  Versailles,  Ky.;  Hous- 
ton. 45.  Married,  4  children.  Grand- 
son, namesake  of  cofounder  Hum- 
ble Oil  (1917),  now  big  part  of 
Exxon.  Principal  heir  family  for- 
tune based  on  Exxon  stock;  also  oil, 
real  estate,  banking.  Concentrates 
on  Ky.  ranch,  Lane's  End:  substan- 
tial horse  breeding,  racing.  Polo 
player  at  Univ.  of  Va.;  won  Nation- 
al Open.  Officer  of  exclusive  Jockey 
Club,  ruling  Thoroughbred  organi- 
zation. "One  of  the  leading  young 
men  on  the  turf."  Hosted  Vice 
President  George  Bush  for  1984  Ky. 
Derby;  Queen  Elizabeth  II  due  in 
fall.  Son-in-law  of  du  Pont  heir  Bay- 
ard Sharp  (which  see).  Net  worth 
may  exceed  $150  million. 

Oil.  Houston.  57.  Widowed,  di- 
vorced; 4  children  by  first  marriage. 
Born  White  Plains,  N.Y.  to  mon- 
eyed family.  Prep  school,  business 
degree  Washington  and  Lee  Univ.; 
to  Houston  1948  to  become  wild- 
catter. "I  may  not  be  much  of  a 
leader,  but  I'm  a  lousy  follower." 
Has  real  estate,  ranching  interests 
in  addition  to  Mosbacher  Produc- 
tion Co.  Twice  world  yachting 
champion  in  Olympic  classes.  Na- 


tional finance  chairman  for  Gerald 
Ford  1976,  George  Bush  1980,  on 
1984  Reagan  campaign  committee. 
Friendly,  respected.  Father's  advice: 
"You  don't  ever  want  to  have  to 
cross  the  street  when  you  see  some- 
body coming."  Net  worth  believed 
to  exceed  $150  million. 
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Industrialist;  inheritance.  Portland, 
Me.  and  Hobe  Sound,  Fla.  85.  Wid- 
owed, remarried;  5  children  (1  de- 
ceased). Inherited  $3  million  from 
first  father-in-law,  William  Payne 
Whitney.  Left  NYC  law  practice  for 
Suchar  Corp.;  built  into  Corn  Prod- 
ucts Refinery.  Got  stainless  steel 
patent  1927;  merged  firm  into 
Armco  Steel.  Chaired  Vitro  Corp.: 
space  systems,  uranium  mining, 
etc.  Now:  well-diversified  fortune 
(stocks,  bonds,  land,  oil  &.  gas,  art,  6 
homes).  One-third  interest  in  trust 
from  estate  of  first  wife,  Joan  Whit- 
ney Payson  (owned  N.Y.  [baseball] 
MetS;  d.  1975;  see  also  her  sister-in- 
law  Betsey  Whitney).  Just  gave  $20 
million-plus  (cash,  art)  for  Portland 
museum.  Breeds  horses,  cattle,  buf- 
falo; hunts  quail  winter  weekends 
on  17,000-acre  Fla.  ranch.  Still 
worth  at  least  $150  million. 
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Inheritance.  Middleburg,  Va.  92. 
Divorced,  widowed,  remarried;  2 
children  by  first  wife.  Son  of  Ed- 


The  only  American  who 
made  more  than  $1  billion 

in  1984  is  Gordon  Getty: 
$1.9  billion,  plus  dividends. 


ward  H.  Harriman,  19th-century 
rail  lord  (Union  Pacific),  financier 
(d.  1909).  Played  world-class  polo  in 
youth;  joined  board  of  father's 
Union  Pacific  age  21.  Upon  moth- 
er's death  1935,  heir,  with  4  sib- 
lings (now  deceased),  to  $69  million 
UP  fortune.  Father:  "Great  wealth 
requires  great  responsibilities."  40- 
year  diplomat:  ambassador  to  Rus- 
sia, U.K.  (WWII);  commerce  sec'y; 
N.Y.  governor  1955-59,  etc.  Liberal 
thinker,  conservative  spender.  Still 
active.  Broke  leg  in  Barbados  last 
year,  but  bounced  back  quickly. 
"Even  his  doctors  were  amazed." 
Stock,  oil,  real  estate  fortune  worth 
$150  million  or  more. 
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Real  estate.  NYC.  53.  Married,  3 
children.  Began  as  leasing  broker 
with  father.  Operated  with  now  ex- 
brother-in-law  Bernard  Mendik 
(which  see)  1957-77.  Still  partners  in 
some  buildings.  Controls  about  7 
million  sq.  ft.  office  space,  mostly 
Manhattan.  Laments  "crazy  prices 
now,"  says  cheaper  to  build  new 
than  buy  old.  Claims  $1  billion  in 
works  or  planned.  Biggest:  47-story 
No.  7  World  Trade  Center;  each 
floor  football-field  size.  Also  devel- 
oping suburban  office  buildings 
(Staten  Island  and  N.J.),  Florida 
condos.  Chairman  New  York  Real 
Estate  Board,  founder  popular  NYU 
Real  Estate  Institute.  Net  worth: 
over  $150  million. 
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Oil.  Fort  Worth.  89,  64.  Sr.  married, 
1  child;  Jr.  married,  4  children.  Sr., 
raised  in  east  Texas,  WWI  machine 
gunner,  quit  1927  as  v. p.  Marlin  Oil 
(later  became  Conoco)  to  go  out  on 
own.  Four  years  of  mostly  dry 
holes,  then  first  find:  northernmost 
extension  of  vast  east  Texas  field, 
1931.  Investor-partners  in  1940s, 
1950s  included  golf  buddies  Ran- 
dolph Scott,  Bing  Crosby,  Bob 
Hope.  W.A.  Jr.  (Tex)  working  in 
business  since  1945.  Together  con- 
trol oil  and  gas  reserves,  mostly  in 
Tex.,  La.,  Fla.,  Wyo.,  N.M.,  Okla., 
Canada;  known  reserves  worth  at 
least  $300  million.  Tex:  "I  think  we 
could  come  up  with  that." 

Entrepreneur.  Nashville.  80.  Wid- 
owed, remarried;  1  daughter,  2  step- 
sons.  Began   as   pharmacist:    "the 
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83  BURROUGHS  CORPORATION 


"Service 
is  our 

middle 
name." 


"We'll 
definitely 
be  there 
Monday" 


« 


Trust  me 


» 


TALK  IS  CHEAP. 


Good  service,  however,  isn't. 

Which  is  why  in  the  last  three 
years  Burroughs  has  invested  over 
$100  million  worldwide  on  improv- 
ing our  service  and  support. 

For  example,  we  spent  a  small 
fortune  on  the  Burroughs  Respond 
System — a  sophisticated  computer- 
ized operation  that  insures  fast  ser- 
vice for  our  customers.  (Our  average 
response  time  for  mainframes  is 
already  under  two  hours,  but  we're 
determined  to  do  even  better. ) 

Our  new  $23  million  Lisle 
Training  Center  is  a  "Service 


University"  that  trains  many  of 
our  16,000  service  and  support 
people  in  the  latest  state-of-the-art 
computer  technology. 

Our  experts  are  taught,  for 
example,  to  use  a  highly  advanced 
diagnostic  device  called  a  logic  ana- 
lyzer which  is  remotely  controlled 
so  they  can  diagnose  complex  prob- 
lems instantly  from  our  customer 
support  centers  without  the  delay  of 
travelling  to  your  company. 

What's  more,  the  new 
Burroughs  Parts  Inventory  Manage- 
ment System  is  designed  to  get  you 


the  right  spare  part  at  the  right  place 
and  at  the  right  time. 

What  all  this  adds  up  to  is  that 
Burroughs  is  committed  to  doing 
everything  humanly  (and  electroni- 
cally) possible  to  provide  our  cus- 
tomers with  the  best  service  and 
support  in  the  industry. 

And  with  $100  million  behind 
that  commitment,  it's  a  lot  more 
than  just  talk. 
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hardest  work  I  ever  did  .  .  .  standing 
behind  a  counter  all  day  filling  pre- 
5criptions."  Launched  retail  drug 
chain  1930,  parlayed  into  surgical 
supply  chain;  sold  1961  for  $1  mil- 
lion. Bought  Kentucky  Fried  Chick- 
en for  $2  million  from  Colonel 
Sanders;  built  up;  sold  1971  to 
Heublein  Corp.  for  $240  million 
(his  share  $45  million).  Then  built 
Hospital  Corp.  of  America  into  na- 
tion's largest  manager  of  hospitals; 
now  director  emeritus.  Also  active 
chairman.  Winners  Corp.  (fast 
food).  With  venture  capital,  real  es- 
tate Tenn.,  Texas,  Fla.,  numerous 
stockholdings,  net  worth  believed 
over  $150  million. 
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Brothers.  Industrialists.  Father  Karl 
F.  bought  rundown  paper  mill  in 
Austria  late  1920s;  escaped  Hitler 
1938  with  maybe  $40,000;  to  U.S. 
1940.  Bought  small  pulp  trading 
firm  Parsons  &  Whittemore;  now 
one  of  world's  leading  builders  of 
pulp  and  paper  mills  (66,  mostly 
Third  World  and  Communist  coun- 
tries). Also  Black  Clawson  (paper 
machinery).  Wholly  owned  by  sons 
since  father's  death  1976.  Carl: 
NYC.  54.  Recently  divorced,  re- 
married; 6  children.  Current  patri- 
arch; heads  domestic  operations. 
George:  homes  in  London,  Paris 
and  Connecticut.  47.  Divorced,  re- 
married; 5  children.  Handles  over- 
seas business.  Carl  born  Vienna; 
George,  London;  both  naturalized 
1946.  For  relaxation  Carl  runs  mar- 
athons, digs  for  Inca  relics,  tramps 
alone  through  Amazon  jungle.  Dis- 
covered several  pre-Columbian 
cities,  earliest  New  World  wreck 
(16th-century  galleon).  "George  is 
more  social":  i.e.,  plays  tennis.  De- 
spite debts,  joint  net  worth  at  least 
$300  million. 

Financier.  NYC.  81.  Married,  5 
children.  "Aristocrat  of  merchant 
banking."  With  his  father  founded 
Loeb,  Rhoades,  the  brokerage  firm, 
in  1931;  run  by  John  1955-76.  By 
then  4th-largest  U.S.  brokerage 
firm.  Abandoned  semiretirement 
1977;  merged  with  Hornblower, 
Weeks;  lost  money.  Merged  with 


Shearson  Hayden  Stone  1979,  now 
Shearson  Lehman/ American  Ex- 
press. Some  stock  down,  but  vast 
portfolio,  other  interests,  still  be- 
lieved to  be  over  $150  million. 

Banking,  real  estate.  Tarpon 
Springs,  Fla.  78.  Married,  1  daugh- 
ter. Started  New  Year's  Day  1920  as 
janitor  in  father's  small  Alabama 
bank;  in  banking  ever  since,  59 
years  in  Fla.  Bought  first  bank  1943. 
Built  Ellis  Banking  Corp.,  state's 
8th-largest  bank  holding  co.,  $1.6 
billion  assets.  Conservative:  few 
commercial  loans,  stayed  out  of 
Florida  condo  loan  market.  Sold  his 
56%  stake  1984  to  NCNB  Corp.  for 
4  million  shares,  lifetime  office, 
limousine,  chauffeur.  "I  told  them  I 
didn't  want  to  come  out  with  less 
than  I  had."  With  extensive  real 
estate  western  Florida,  other  assets, 
his  worth  believed  to  exceed  $150 
million. 

Publishing.  Locust  Valley,  N.Y.  51. 
Divorced,  remarried;  4  daughters 
by  first  wife,  2  stepchildren.  Ances- 
tor Abner  may  have  invented  base- 
ball.    Grandfather     left     Charles 


H.  Ross  Perot  lost  the  most 

money  in  a  single  day: 
$384  million,  on  Apr.  22, 
1970,  when  his  EDS  stock 
plunged  40  points.  His  two- 
day  loss  was  $576  million. 
At  one  week  it  was  $700 
million.  At  one  month, 
$1  billion. 


Scribner's  Sons  to  cofound  Double- 
day  &.  Co.  1897;  father  ran  until 
death  1949.  Jr.  wrote  Princeton  the- 
sis on  paperback  publishing;  Dou- 
bleday  pres.  from  1978.  Controls 
largest  hardcover  trade  book  pub- 
lisher, bookstores,  bookclubs,  radio 
stations.  Firm  has  89%  N.Y.  (base- 
ball) Mets.  Divides  attention:  "I 
spend  three  times  more  of  my  time 
on  publishing  than  on  the  Mets." 
Won  feud  with  sister  over  going 
public.  His  51%  stake  worth  at 
least  $150  million. 

Nike,  Inc.  Beaverton,  Ore.  46.  Mar- 
ried, 2  sons.  On  $1,000  partnership 
with  college  track  coach,  started 
selling  Japanese  sneakers  from  tail- 
gate of  station  wagon  1964;  made 
$400  first  year.  Broke  with  suppli- 
ers 1972;  quickly  created  "Nike" 
(Greek  goddess  of  victory)  running 
shoes  in  time  for  '72  Olympic  mar- 
athoners  to  promote.  Introduced 
quirky,  highly  successful  "waffle- 
sole"  1970s;  now  offering  gas-in- 
jected soles.  Went  public  1980. 
Knight  tests  new  models  on  15- 
mile  jogs  to  work;  laughs:  "If  a 
model  is  not  a  success,  it's  embar- 
rassing when  I  walk  around  crip- 
pled all  day."  His  42%  stake  recent- 
ly worth  $150  million. 

,    ti4>s/iu(fun  'cHifc/ii 

Rapid-American  Corp.  NYC.  60. 
Divorced,  remarried  (to  actress  Pia 
Zadora);  3  children  by  first  mar- 
riage. Born  in  Turkey,  landed  U.S. 
1947  from  Israel  as  student.  Be- 
came Minneapolis  stock  analyst, 
Hebrew  teacher  1951.  Organized 
investment  syndicates;  bought  up 
firms  (Rapid  Electrotype  1955), 
helped  finance  others.  Went  public 
as  Rapid-American  1957.  High  lev- 
erage, low  earnings  mid-1970s  led 
to  nickname  "Meshuggener  Reck- 
less of  Rancid- American."  Witty; 
tough.  Erased  most  of  massive  debt 
load,  earnings  now  up.  Went  pri- 
vate 1981.  "To  the  outside  I  will 
remain  Riklis,  who  gets  the  glory 
and  the  crap."  His  60%  worth  at 
least  $150  million. 

Publishing,  broadcasting.  Virginia 
Beach,  Va.  57.  Married;  1  son,  2 
daughters.  Uncle  S.L.  Slover  arrived 
Virginia  1900;  sold  ads;  was  offered 
half-interest  in  newspaper  condi- 
tional on  turning  profit  within  a 
year.    He    succeeded;    built    Land- 
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mark.  Communications  (flagship: 
Norfolk  Virginian-Pilot/ Ledger-Star,  7 
other  dailies,  many  weeklies,  2  TV 
stations,  etc.).  Raised  orphaned 
Frank,  who  took  over  1954,  age  27; 
reshaped.  Began  aggressive  expan- 
sion 1963  with  first  cable  fran- 
chises. Cable  now  one-third  of 
nearly  $300  million  revenues  (over 
400,000  subscribers).  Some  debt, 
but  Frank's  24%  (52%  voting  stock) 
worth  at  least  SI 50  million. 


(bcuwn  xoiaioo-pne  cnxiw 


;/j 


A.H.  Robins  Co.  Richmond,  Va.  74. 
Married,  3  children.  With  mother, 
saved  failing  family  drug  firm  1933: 
used  low-key,  friendly  touch  sell- 
ing to  drugstores.  Made  Robitussin 
1949;  added  Chap  Stick  1956;  later, 
flea  collars  (Sergeant's),  French  per- 
fume (Parfums  Caron),  birth  con- 
trol (Dalkon  Shield).  Firm  sold  4.6 
million  shields  worldwide  1971-74, 
stopped  at  FDA  request.  Harmful 
effects,  some  fatal.  Settled  6,900 
cases  for  over  $200  million  (in- 
sured). U.S.  District  Judge:  "This  is 
corporate  irresponsibility  at  its 
meanest."  Suing  judge  for  bias. 
Sales  $563  million  1983.  E.C.  Jr. 
CEO;  Sr.  chairman,  gave  $50  mil- 
lion stock  to  U.  of  Richmond  1959. 
With  family,  still  controls  38%, 
worth  $150  million. 

JfacK  c  V.  c  itanaei 
Jjaiehn  to.  <yvumaei 

Brothers.  Premier  Industrial  Corp. 
Jack:  Shaker  Heights,  Ohio.  72. 
Married,  no  children.  Joseph:  Lynd- 
hurst,  Ohio.  70.  Married,  2  daugh- 
ters. Morton:  Shaker  Heights.  63. 
Married,  3  children.  Pooled  $900  to 
buy  auto-parts  shop  1940.  Found 
dull  but  lucrative  niche  supplying 
quality  nuts  &  bolts,  arcane  auto, 
electronic  parts  to  low-volume 
buyers.  Jack,  Joseph  handled  mar- 
keting, sales;  Mort,  management. 
Mort's  first  catalog  homemade: 
items  sewed  on  felt.  Went  public 
1960,  grew  by  selective  acquisition 
(Newark  Electronics  1968);  $317 
million  sales  fiscal  1983.  Now  pub- 
lish 800-page  catalog  electronic 
components,  no  felt;  also  industrial 
maintenance,  firefighting  equip- 
ment. Mort  chairman;  Jack,  Joseph 
now  directors.  Active  in  civic  af- 
fairs and  various  charities.  Brothers 
share  60%  Premier,  plus  consider- 
able outside  holdings.  Worth  at 
least  $450  million. 
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The  first  thing  you'll  notice  about 
Colorado  Springs  is  our  breathtaking 
view  of  Pikes  Peak.  But  look  closer. 
You'll  find  that  we're  a  city  of  vision. 
The  kind  of  vision  that  allows  progres- 
sive companies  to  control  their  own 
destinies.  And  make  things  happen. 

Our  vision  is  responsible  for  the  abun- 
dance of  high  quality,  affordable  of- 
fice space  available  throughout  the 
region.  For  the  efficient  air  service 
linking  local  business  to  the  east,  the 
west.. .and  the  world.  For  our  produc- 
tive, well-educated  labor  force.  And 
for  the  quality  of  life  and  recreational 
opportunities  that  make  a  Colorado 
Springs  location  a  real  employee 
benefit. 

Ask  foresighted  companies  such  as 
Hewlett-Packard,  Colorado  Interstate 
Gas,  Shepard's/McGraw-Hill,  TRW, 
Equitable  Life  and  Digital  Equipment 
about  the  bottom-line  benefits  of  do- 
ing business  in  Colorado  Springs.  They 
all  share  our  vision  of  a  business  environ- 
ment where  profit,  productivity  and 
lifestyle  are  all  combined  in  one  loca- 
tion. 


Colorado  Springs: 
Beyond  the  view, 
there's  a  lot  of  vision. 


Colorado  Springs.  You' 
You'll  love  the  vision. 


like  the  view. 


Colorado  Springs 

Write  or  call  for  more  information 

Economic  Development  Council 

The  Chamber  of  Commerce 

P.O.  Drawer  B 

Colorado  Springs,  CO  80901 

(303)471-8183 


kJ/i0  Kjro^MPe^  cr<mw  atamdwed 


JViuicvm  ^rra^vct.i  cra&lew 

Leveraged  buyouts.  Chicago.  41. 
Married,  2  children.  After  college, 
sold  encyclopedias,  became  top 
seller.  Law  degree.  Joined  NL  In- 
dustries 1969  as  acquisitions  ana- 
lyst; later  investment  banker  at 
Lehman  Brothers.  Began  own 
buyout  career  1976  with  $1.7  mil- 
lion purchase  of  citrus  co.  "Only 
difference  now  is  that  I've  added  a 
few  zeroes."  Paid  $118  million — $3 
million  his,  rest  borrowed — for  NL 
Industries'  metal  products  division 
1982.  Won  proxy  fight  1984,  took 
over  Condec  Corp.  for  $140  mil- 
lion. Wholly  owned  Farley  Indus- 
tries now  $750  million  annual  rev- 
enues. Net  worth,  despite  debt,  be- 
lieved to  exceed  $150  million. 


i^iw//  yj net  fan 

Ranching.  Kerrville,  Tex.  48.  Mar- 
ried, 9  children.  Outvoted  with 
half-brother  Belton  Kleberg  John- 
son (see  below)  in  family  succession 
parley  1974.  Soon  after  departure  of 
Belton,  "Bobby"  likewise  sold  out 
his  14%  share  in  King  Ranch  1978. 
Abandoned  ranch,  sprawling  man- 
sion, moved  to  Kerrville.  "He's  the 
biggest  thing  to  come  through  Kerr- 
ville since  the  Guadalupe  [river]." 
Took  land,  other  assets  instead  of 
cash,  retained  11.2%  interest  in  oil 
royalties.  Sued  family  for  more. 
Other  land  in  Texas,  Florida,  Mon- 
tana. Minimum  net  worth:  $150 
million. 

.  ')(>(/<:  tt  .  A  Mtepa  Jj<>n  ntem 

Ranching.  San  Antonio  and  La 
Pryor,  Tex.  54.  Married,  3  children. 
Cowboy  preppie,  spent  high  school 
(Deerfield  Academy)  vacations  rop- 
ing calves,  breaking  horses.  Uncle 
Bob  Kleberg,  King  Ranch  patriarch, 
adopted  Belton  as  protege,  willed 
him  his  boots.  Never  got  to  fill 
them:  Family  chose  less  dominant 
personality  as  successor  1974.  Bel- 
ton sold  his  12.5%  share  to  family 
for  $70  million  1976,  built  up  own 
spread.  Now  over  100,000  acres 
Texas,  Calif.,  including  oil,  cattle 
(some  15,000  head).  Also  majority 
San  Antonio's  Hyatt  Regency;  agri- 
cultural consulting  firm;  minor 
stocks.  Net  worth  believed  to  be  at 
least  $150  million. 


156 


The  minimum  total  net 
worth  of  The  Forbes  Four 
Hundred  is  $125  billion. 

In  comparison: 
Total  U.S.  currency  and  coin 
in  circulation:  $175  billion. 

Total  assets  of  the  nation's 

largest  bank-holding 

company  (Citicorp): 

$144  billion. 

Total  foreign  direct 

investment  in  the  U.S.: 

$134  billion. 

Total  savings  accounts  of 
individuals  in  U.S.  commercial 
banks:  $126  billion. 

G>CUiwn    far/   II fu'Mieaa 

Medical  instruments.  Greenwich, 
Conn.  65.  Twice  divorced,  widow- 
ed, recently  remarried;  3  children 
by  first  wife,  5  stepchildren.  "Jack" 
and  father  founded  Technicon 
Corp.  1939  in  Bronx  loft  with 
$5,000.  Father  died  1967.  Firm 
made  sophisticated  blood  analyz- 
ers, etc.  Went  public  1969,  Edwin 
briefly  a  paper  billionaire  before 
market  slide.  Sold  to  Revlon  1980 
(traded  his  84%  for  Revlon  pre- 
ferred stock,  recently  sold).  Now 


various  investments;  active  in 
charity.  Built,  endowed  Whitehead 
Institute  for  Biomedical  Research, 
Boston.  Net  worth  still  at  least 
$150  million.  "It's  easier  to  make 
$100  million  than  to  give  it  away." 

^lla/ccrfm  S&Utlliti  cAo&va 

Publishing,  broadcasting,  inheri- 
tance. Englewood  and  Spring  Lake, 
N.J.  46.  Married;  2  sons,  1  daughter. 
Grandfather  John,  wealthy  Wall  St. 
stockbroker,  bought  into  Bergen 
(N.J.)  Record:  newspaper  wholly 
owned  by  family  since  1930.  Mal- 
colm spent  1960s  learning  business, 
took  over  1971;  finished  college  after 
second  child  born.  Sharp  on  details, 
driven.  Suffered  mild  heart  attack 
age  26.  Nonunion  paper;  4  TV  sta- 
tions have  high  cash  flow;  est.  rev- 
enues 1984,  over  $115  million.  Has 
kept  away  from  cable  ("the  bloom  is 
off  the  rose"),  but  lately  hunting  for 
more  TV.  Civic-minded.  With  little 
debt,  umbrella  Macromedia,  Inc. 
could  fetch  $250  million.  His  61% 
worth  minimum  $150  million. 

Jjofin  cAlaw/d JjonriAon- 

Publishing.  Chicago,  Palm  Springs. 
66.  Married,  1  daughter.  Born  Ar- 
kansas; widowed  mother  worked  as 
maid  and  cook.  To  U.  of  Chicago 
part-time  1936  (never  finished). 
Edited  house  magazine  for  black- 
owned  insurance  firm.  Pawned 
mother's  furniture  for  $500  to 
launch  Negro  Digest  1942.  Now 
owns  Ebony,  Jet,  2  radio  stations, 
real  estate,  fast-growing  cosmetics 
line  (Fashion  Fair),  etc.  Some  cable, 
but  not  bullish:  "I  don't  want  to 
buy  the  future.  I  want  the  present." 
Business  run  like  large  extended 
family;  wife  Eunice  is  sec'y-treas.; 
daughter  Linda,  26,  being  groomed 
to  lead.  Tough  boss:  "The  name  of 
the  game  is  to  survive  with  honor." 
Net  worth  at  least  $150  million. 

Inheritance.  Lafayette  Hill,  Pa.  61. 
Married,  1  son,  1  daughter.  Great- 
grandfathers were  P.A.B.  Widener, 
streetcar  magnate  (d.  1915),  worth 
$100  million;  William  Elkins  (d. 
1903)  worth  $30  million.  Primary 
heir  to  both,  through  mother. 
Taught  I6V2  years  at  Episcopal 
Academy,  his  prep  school,  "the 
happiest  days  of  my  life."  Prefers 
giving  (medicine,  education)  to 
making  money.  Civic-minded;  first 
chmn.  Pa.  state  university  system 
1983.  Horses,  500-acre  farm,  10% 
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"One  hotel  says  so  much  about  you. 

Whether  you  come  for  business,  or  make  it  your 

business  to  experience  the  best." 


Illustration  from  Cigahotels  archives. 


HOTEL 

PRINCIPE  DI SAVOIA 

MILAN 


CIGA    \ 
HOTELS 


Classic  tradition.  Modern  efficiency. 


Man:  Hotel  Principe  rii  Savoia,  Hotel  Palace,  Hotel  Dura  di  Milano,  Hotel  Diana  Majestic—Venice:  Hotel  Gritli  Palace,  Hotel  Danieli, 

Hotel  Europa  &  Regina,  Residence  Palazzo  Del  Giglio—  Venice  Lido:  Hotel  Excelsior,  Hotel  Des  Bains,  Residence  Excelsior 
iome:  Le  Grand  Hotel,  Hotel  Excelsior— Florence:  Hotel  Excelsior— Naples:  Hotel  Excelsioi — Siena:  Park  Hotel— Pisa:  Hotel  Cavalieri 
Slresa  (Lake  Maggiore):  Hotel  Des  Res  Borromees—  Cortina  D'Ampezzo:  Hotel  Cristallo— Trieste:  Hotel  Duchi  D'Aosta 
Asolo  (Treviso):  Hotel  Villa  Cipriani— Genoa:  Hotel  Colombia—  Miami:  Grand  Bay  Hotel.        jSSsL 

■ 
Ionian  your  Travel  Agent  or  CIGAHOTELS,  745  Fifth  Avenue,  New  York,  N.Y.  10151.  Tel.  212-935-Jp().  U»0()-2f  1 
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Who  says 

you  won't  kiss 
your  typewriter? 


You  may  think  it  unusual  to  give  your  typewriter  a  little  reward.  But  that  attitude  is  sure  to 
change  the  moment  you  sit  down  at  a  Canon  AP  300  Electronic  Typewriter  For  the  AP  300  offers 
you  more  than  a  vast  array  of  electronic  features  —  It  offers  them  to  you  in  a  most  friendly  manner 
Features  like  a  15-character  display,  automatic  paper  feed,  correcting,  centering,  decimal  tab,  pitch  control 
^nd  a  host  of  others  all  use  modern  electronics  to  create  a  typewriter  so  smart,  it's  actually . . .  friendly 

Experience  for  yourself  the  joy  of  typing  with  the  Canon  AP  300  Electronic  Typewriter  Who  knows  how 
/ou'll  reward  it  at  day's  end? 


pall  1-800-323-1717,  Ext.  301.  (In  Illinois,  call  1-800-942-8881,  Ext.  301.) 

Sanon  U.S.A.,  Inc.,  One  Canon  Plaza,  Lake  Success,  NY  11042/140  Industrial  Dr.,  Elmhurst,  IL  60126/123  Paularino  Ave.  East, 
fosta  Mesa,  CA  92626/6380  Peachtree  Industrial  Blvd..  Norcross,  GA  30071/2035  Royal  Lane.  Suite  290,  Dallas,  TX  75229. 
-1984  Canon  U  S.A  ,  Inc 
tie  conical  configuration  and  attached  plume  of  the  Hershey  KISS  are  registered  trademarks  of  the  Hershey  Foods  Corp.  and  used  with  permission 
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Complimentary  Chrysler  Convertible 

'Subject  To  Conditions  And  Availability 

Night-lighted  tennis 
Nautilus  gym.  spa 
Daily  maid  service 

PRIVAte  VlllAS 

AT)6  COURt  ClUB 

"A  Destination  Resort" 

444  Avenida  Caballeros,  Palm  Springs.  CA  92262 

b^^h  Call  for  Reservations  m^m 

outside  California 

(619)  323-1 773  -  (800)  854-1298 


Arrow  by  Mail 

Shoreham  Classics  is  proud  to  take  ARROW 
— the  shirt  America  lives  in — right  to  Amer- 
ica's front  door.  An  extraordinary  collection  of 
shirts  for  dress  and  sport  in  BIG,  TALL,  Reg- 
ular and  tapered  fits.  You'll  also  find  sweat- 
ers, outerwear,  ties  and  accessories — plus 
ARROW  for  Her,  smart  blouses,  knit  tops 
and  leathergoods.  Enpy  ARROW  quality 
and  the  dependable  Shoreham  guarantee. 

□  Enclosed  is  $2.  for  my  copy  of  the  Fall 
Shoreham  Classics  Catalog. 

Name 


Address . 

City 

State 


Zip. 


Shoreham  Classics 

DeptF984,  RO.  Box  4155, 
Huntington  Station,  NY  11746 


Ksne  K^cynpe^  crouw  cTvu^UM^d 


baseball  Phillies.  Daughter  almost 
made  Olympics  dressage  (precision 
equestrianism)  team.  Minimum 
net  worth:  $150  million. 


J^ew  01.  Jf 


addewwan 


MCA,  Inc.  Beverly  Hills  and  Palm 
Springs.  71.  Married,  1  daughter. 
Cleveland  movie  usher;  went  to 
work  age  22  for  MCA  founder  Jules 
Stein  (1935).  Rose  quickly  to  top 
agent,  president;  MCA  became 
Hollywood's  hottest  talent  agency 
(over  half  of  top  stars  under  con- 
tract in  heyday).  Brought  banker's 
mentality  to  town;  first  to  plunge 
major  studio  into  TV  (1949);  bought 
Universal  Studios  1959.  Dropped 
talent  field  1961  when  Justice 
Dept.  forced  him  to  choose.  Holly- 
wood's "statesman":  Solves  prob- 
lems; knows  all  the  players.  Much 
unpublicized  charity;  rarely  gives 
interviews.  With  7.4%  MCA,  net 
worth  is  minimum  $150  million. 

c/iooerf  cffaxe/rvooa  JCiecKnefev 

Containers,  investments.  Prescott, 
Ariz.  66.  Married,  4  children.  Joined 
family  cardboard  box  and  shipping 
container  business  1939.  Company 
joined  Weyerhaeuser  1957  for  over 
$200  million  in  stock;  father  got  $52 
million  (d.  1970).  Robert  on  Weyer- 
haeuser board,  still  holds  almost  3% 
stock.  Also  heads  family's  invest- 
ment company.  Quiet,  private. 
Breeds  and  races  horses.  Weyer- 
haeuser stock,  as  well  as  substantial 
InterNorth  stock  after  merger  with 
Bclco  Oil,  other  investments,  worth 
at  least  $150  million. 

,   ((at/wee  ^Latwif  .^Laaiw/nee 

Real  estate.  San  Diego,  et  al.  58. 
Twice  divorced,  remarried;  3  chil- 
dren by  first  wife.  Family  long  ac- 
tive in  Chicago  ward  politics. 
"Larry"  to  college  on  football 
scholarship;  played  briefly  presea- 
son for  then-Chicago  Cardinals 
1948.  "I  didn't  like  it,  quite  frankly, 
and  the  money  wasn't  that  good." 
Began  developing  real  estate  for 
others,  then  for  self  with,  without 
partners;  moved  west  in  1953.  Has 
built  over  10,000  "affordable"  units 
(apartments,  homes,  housing  proj- 
ects), mostly  S.  Calif.  Control  of 
posh,  historic  Hotel  Del  Coronado 
from  1963.  Key  state  Democratic 
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leader,  fundraiser.  Secretive.  Has 
foes:  "Being  in  a  99%  Republican 
community,  it's  easy  to  be  misun- 
derstood." With  real  estate,  vast 
stock,  bond  portfolio,  worth  at  least 
$150  million. 

Entrepreneur.  Atlanta.  66.  Married, 
1  surviving  son.  Poor  farmboy  ham 
operator,  started  first  Augusta  radio 
station  1940.  After  series  of  small 
but  fruitful  business  deals,  J.B.  start- 
ed Augusta  TV  1953.  Since  sold; 
profits  supported  conglomerating 
binge  1960s.  Fuqua  Industries  (sales 
over  $730  million)  now  stable  after 
1981  attempt  to  go  private,  takeover 
turmoil,  mass  firing,  sale  of  major 
subsidiaries.  Shrewd,  skillful;  al- 
ways looking  to  deal;  no  outside 
hobbies,  "but  I'm  not  proud  of  that." 
Influential;  well-connected;  served 
in  state  gov't.  With  minor  stake 
Fuqua  Ind.,  vast  stock,  real  estate,  oil 
and  gas  portfolio,  net  worth  believed 
to  be  $  1 50  million  or  more. 

Real  estate.  Stockton,  Calif.  61. 
Married,  4  children.  Left  $40/week 
job  at  father's  bakery  to  start  cater- 
ing company  1956;  size  and  success 
small.  Four  years  later,  sensing  Cal- 
if, real  estate  boom,  began  small 
building  firm.  Now  A.G.  Spanos 
Construction,  Inc.,  builder  46,000 
apartments,  developer  2.6  million 
sq.  ft.  office  space,  claims  over  $750 
million  revenues.  Travels  some 
6,000  miles  weekly;  2  sons,  2  sons- 
in-law  help  run  firm.  Golfer;  raised 
interest  in  San  Diego  (football) 
Chargers  to  66%  in  1984.  "I  never 
begin  or  end  a  working  day  in  the 
sunlight."  Net  worth  said  to  be  at 
least  $150  million. 

Medical  devices.  Salt  Lake  City.  63. 
Married,  8  children.  Quit  medical 
school  for  Mormon  missionary 
work;  later,  successful  Upjohn 
salesman.  Moved  by  suffering  hos- 
pital patients,  began  developing 
medical  devices  late  1950s.  Big  in- 
vention: disposable  catheter  for 
long:range  chemotherapy.  Started 
Sorenson  Research  1960  to  develop 
breakthroughs  (holds  over  50  pat- 
ents); kept  busy  with  lingerie  firm 
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($4  million  sales),  other  interests. 
"The  more  of  a  specialist  you  be- 
come, the  less  chance  you  have  of 
becoming  an  entrepreneur."  Sold 
SR  to  Abbott  Labs  for  $100  million 
in  stock  1980.  Stock,  land,  large  but 
low-grade  oil,  coal  deposits  be- 
lieved worth  $150  million  or  more. 

Publishing.  Manalapan,  Fla.  57. 
Widowed,  divorced,  remarried;  6 
children.  Edited  father's  II  Progresso 
halo- Americano,  edged  out  by  broth- 
ers ("They  decided  I  was  going  to 
work  for  them,  and  I  told  them  to 
take  a  walk.");  worked  for  CIA, 
quit;  bought  17,000-circ.  National 
Enquirer  1952  on  borrowed  $75,000. 
Beefed  up,  later  softened,  sensa- 
tionalism. Circulation  peaked  late 
1970s  after  big  marketing  blitz  to 
supermarkets;  recently  4.8  million, 
but  profits  steady  (est.  $9  million 
aftertax).  Added  racier  Weekly  World 
News  1980,  circ.  now  1.1  million. 
Still  looking  for  TV  station.  Net 
worth:  about  $150  million.  "I've 
been  told  I  have  an  abnormal 
drive." 

ifofco  Una 

Inheritance.  NYC.  51.  Twice  di- 
vorced, widowed;  1  daughter  by 
second  husband,  1  son  by  third. 
Born  to  banker  in  Tokyo,  moved  to 
Scarsdale,  N.Y.  1951,  attended 
Sarah  Lawrence.  Became  known  in 
avant-garde  art  circles,  met  Beatle 
John  Lennon  in  London  gallery 
1966;  married  1969.  Ran  his  em- 
pire: music  cos.,  copyrights,  royal- 
ties, real  estate,  Holstein  cows, 
etc.;  he  became  world's  richest 
house  husband.  Considers  business 
an  extension  of  her  art  (painting, 
poetry,  recording  rock  music);  uses 
astrology,  tarot  cards,  psychics. 
Travels  incognito  with  bodyguards; 
interviews  rare.  Promotes  world 
peace  in  newspaper  ads.  Spirit 
Foundation  helps  aged,  abused  and 
orphans.  Lennon  slain  1980;  left  es- 
timated $150  million. 

Investments.  Kalamazoo,  Mich.  58. 
Widowed,  remarried;  5  children,  4 
stepchildren.  Gilmores  long  inter- 
married with  Upjohns  (which  see); 
city's  dominant  families.  James 
worked  way  up  through  Gilmore 
Brothers  Dept.  Stores;  city  mayor 
1959-61.  Parlayed  small  inheri- 
tance into  personal  empire  from 
1962.  Owns  TV,  radio  stations,  real 
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Lifetime  mechanical  guarantee. 
The  Cross®  of  fountain  pens.  From  $80  to  $800. 


CROSS' 
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estate,  farm  operation,  more.  Mi- 
ami Chevy  dealership  is  one  of  larg- 
est U.S.;  strong  year:  should  top 
$200  million  sales.  Sold  modest  ca- 
ble business,  seeks  big  Sunbelt  TV 
station.  Civic  leader;  lost  GOP  bid 
for  Congress  1980.  Enjoys  deep-sea 
fishing,  backs  race-car  driver  A.J. 
Foyt  Jr.  Net  worth  is  around  $150 
million. 

Fugitive.  Caribbean  area.  49.  Mar- 
ried, 5  children.  Son  of  Chrysler 
assembly-line  worker.  High  school 
dropout;  worked  as  mechanic,  ju- 
nior engineer,  traveling  salesman, 
then  tube  and  valve  maker.  In  1972, 
consultant  for  IOS,  Ltd.;  vanished 
with  $224  million  (SEC  estimate). 
Invested  in  Panamanian  and  Costa 
Rican  firms.  Lived  in  Costa  Rica, 
then  Bahamas,  now  said  to  be  living 
in  Cuba  running  big  drug  trade. 
Was  rumored  to  operate  yacht  with 
guided  missiles.  Stalked  by  credi- 
tors, lawyers,  thugs,  intelligence 
agencies  of  several  lands.  Some 
money  retrieved,  but  net  worth 
still  believed  at  least  $150  million. 

J  au/  c/oioc/cjfa. 
14  iUia<m  c/otoctc 


Brothers.  Publishing.  Father  Paul 
Sr.  built  newspaper  chain  from 
1915;  had  to  sell  most  during  De- 
pression (d.  1941).  Sons  both  Yale 
grads;  took  over  business  1941, 
1946.  Paul:  Toledo,  Ohio.  73.  Di- 
vorced, widowed,  remarried;  3 
sons,  3  stepchildren.  Operates  Tole- 
do Blade  (circ.  165,000).  Ph.D. 
chemistry;  does  lab  experiments  in 
spare    time.    Politically    conserva- 


tive. Bill:  Pittsburgh.  69.  Married;  2 
sons,  2  daughters.  Started  at  Blade 
1937;  operated  Pittsburgh  Post-Ga- 
zette (circ.  180,000)  since  1946.  Po- 
litically liberal.  Jointly  own  both 
papers,  a  smaller  one  in  Calif.,  TV 
stations;  expanding  rapidly  in  ca- 
ble. Low  debt.  Estimated  joint  net 
worth:  about  $300  million. 

Brothers.  Real  estate.  Quit  William 
and  Mary  College  to  be  men's 
clothing  retailers;  started  West- 
chester construction  company 
1954,  built  midrise  apartment 
buildings.  Now  own,  develop  large 
commercial  properties  midtown 
NYC.  Planning  their  first  Manhat- 
tan apartment  building  in  15  years. 
Sherman,  the  financier,  dominant 
brother:  NYC  and  Greenwich, 
Conn.  61.  Ed,  construction  chief: 
NYC  and  Southampton,  N.Y.  64. 
Both  married;  2  children  each.  Avid 
golfers,  but  Sherman  is  better:  "He 
concentrates  more."  Joint  net 
worth  $300  million,  including  re- 
ported $100  million  government 
securities,  cash  (Sherman:  "We 
want  to  be  liquid"). 

Oil.  Midland,  Tex.  52.  Divorced, 
remarried;  5  children.  "Claytie" 
quit  as  $10,000-a-year  insurance 
salesman  1957  with  $2,000  savings 
to  begin  career  as  oilman.  Struggled 
through  1960s,  then  successive  ma- 
jor finds.  Now  over  $1  billion  rev- 
enues; operations  include  six 
ranches,  300,000  acres.  Claims  to 
be  largest  individual  oil  producer  in 


Texas;  Midland  real  estate.  Most 
flamboyant  Midlander,  viewed  by 
town  as  outsider.  "I  don't  mind 
having  enemies.  I  just  like  to  know 
who  they  are  so  we  can  get  the  fight 
going."  Despite  large  bank  debt,  net 
worth  may  still  be  $150  million  or 
more.  "I'm  not  a  billionaire  yet,  but 
it's  nice  to  have  a  goal." 

¥oAn  Jxeria'picJc  c^ta^iAo^ 

Winnebago  Industries.  Forest  City, 
Iowa.  71.  Married,  3  children.  Was 
youngest  licensed  embalmer  in 
Iowa;  took  over  father's  funeral 
home.  First  trailer  manufacturing- 
venture  failed;  Hanson  bought  con- 
trol, reopened  1959,  added  motor 
homes.  Stock  climbed  462%  in 
1971,  made  2  dozen  locals  million- 
aires. When  gas  prices  rose,  stock 
fell.  Hanson,  retired  4  years,  re- 
turned 1979,  ousted  son  as  presi- 
dent, cut  staff,  sold  assets  ("I  came 
in  like  Wyatt  Earp.  I  just  lined  'em 
up  and  shot  'em  down").  Winne- 
bago profitable  again.  Hanson  still 
works  half-time;  with  47%  stake, 
worth  about  $150  million. 

JXyuhin  J  fu/ih  cfUoama 

TeleVideo  Systems.  Los  Altos 
Hills,  Calif.  47.  Married,  2  daugh- 
ters. North  Korean  who  fled  south 
in  Korean  War;  now  battling  Apple, 
IBM  for  personal  computer  market. 
Landed  U.S.  1964  with  $50;  washed 
dishes  in  Lake  Tahoe  casino  to  fi- 
nance college;  naturalized  1974; 
started  TeleVideo  1975  in  his  ga- 
rage; went  public  1983.  Fortune 
briefly  $1  billion  in  1983  high-tech 
stock  craze.  Driven;  reflective:  "I 
still  have  a  long,  long  way  to  go  to 
reach  my  goal — to  work  until  I 
die."  Firm  now  world's  leading  in- 
dependent supplier  VDTs,  also 
makes  multiuser  systems.  Stock 
has  slipped,  but  Hwang,  with  68%, 
still  worth  about  $150  million. 
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Regardless  of  price. 
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There  are  certainly  luxury 
sedans  you  could  pay  a  lot 
more  for  than  the  wlvo  760 
GLE.  But  very  few  of  them 
f  would  give  you  so  much 
in  return. 
The  performance  is  startling.  More  than  one  test  driver  has 
oeen  pinned  back  in  his  orthopedically  designed  driver^  seat. 
Road  and  Track  has  called  the  turbo  diesel  "the  fastest  diesel 
veVe  ever  tested."  Rather  impressive  when  you  consider  ife  our 
*as  engines  that  are  built  for  speed. 

A  revolutionary  suspension  system  not  only  smooths  the 
road,  it  calms  the  driver.  As  another  reviewer  put  it:  "Feeling  com- 
fortable and  relaxed  behind  the  wheel  at  100  m.p.h.  was  truly  an 
uncommon  experience* . .  this  is  a  first  class  performance 
machine." 

I     Even  standing  still,  the  760  GLE  will  move  you.  It  offers  a 
host  of  amenities  ranging  from  a  stereo  system  so  sophisticated  it 
comes  with  its  own  graphic  equalizer,  to  a  climate  control  system 
that  can  change  the 
interior  air  four  times  a 
minute. 

i      So  take  a  look  at  the 
new  760  GLE  from 
Volvo.  And  discover  one 
of  the  great  investment 
vehicles  of  all  time. 

Though  the  760  GLE  is  capable  of  this,  it  should  never  be  attempted  by  anyone  other  than  a  professional  driver  unf 

1984  \blvo  i  if  America  Corporation. 


The760GLEb   o 


Introducing  the  ne* 
United they stank 


Programs  in  IBM's  Asv 
Series  are  like  actors  in  a  play, 
each  gives  an  outstanding  perfor 
Together,  they've  been  directed  to  act  I 
a  troupe.  (In  the  software  world,  this  inter 

is  called  "integn 

Just  as  actors  can  easily  pi 

on  different  stages,  these  programs  car 

work  on  different  IBM  personal  compu 

from  PCjr  to  larger  systems  like  I 

How  integrated  software  worki 

Want  to  get  your  facts  and  figures  in  order?  Star 

IBM  Filing  Assistant.  Then,  to  print  the  facts  in  tabula: 

add  IBM  Reporting  Assistant.  To  write  about  what 

been  working  on  (and  make  sure  the  spelling's  accurat 

IBM  Writing  Assistant  —  the  word  processing  program.  ^ 

put  a  chart  in  the  middle  of  your  text?  Use  IBM  Graphing  As: 

It  takes  data  directly  from  IBM  Filing  Assistant  to  turn  nu 

into  pictures.  When  it's  time  to  think  ahead  with  schedul 

forecasts— get  IBM  Planning  Assistant*  the  spreadsheet  pr< 

The  finishing  touch?  IBM  Assistant  Solutions 


*  Available  early  next  year. 
**  Prices  apply  at  IBM  Product  Centers 


JHil 


iM Assistant Series, 
ivided  they  stand. 


ejsing  IBM  Filing  Assistant 
Msier.  To  help  you  with  record 
ib,  several  predefined,  often-used 
are  included  in  each 
\  ns  package. 

hearn  one,  learn  them  all. 


\  IBM's  Assistant  Series  works  hard  for  you. 

;  But  the  programs  aren't  hard  to  work.  Many 
anenus,  commands  and  function  keys  are  the 
fbo  once  you've  learned  one  program,  you're  well  on 
fay  to  mastering  the  rest. 

;  They're  not  hard  to  buy,  either.  Pick  what 
tint  when  you  want.  Each  program  is  less  than  $150.** 

There's  a  demo  in  store. 


We've  shown  you  how  affordable  the  new  IBM  Assistant  Series  is. 

can't  show  you  how  easy.  "Your  dealer  can.  Simply  ask  for  a 
castration.  For  the  authorized  IBM  Personal  Computer  dealer 
I  Product  Center  near  you,  call  800-447-4700.  _  _^ 

l^ka  or  Hawaii,  800-447-0890.  TT  _  , 


Personal  Computer  Software 


^a^n^vu  Ky/owtu#be6< 


ome  major  fortunes  in  the  U.S.  ($200  million  and  up)  have 
already  been  so  divided  among  heirs  or  family  members 
that  no  individual  qualifies  for  The  Forbes  Four 

Hundred,  yet  the  families  still  show  enough 

cohesion — in  financial  matters,  at  any  rate — to 

be  considered  as  entities. 

Those  uncovered  in  our  research  follow.  The  listing 

is  extensive  but  not  intended  to  be  as  complete 
as  our  search  for  the  richest  individuals  in  America. 

Think  of  most  as  the  significant  echoes  of  those 

who  would  have  been  members  of  The  Forbes  Four 

Hundred  had  we  compiled  it  a  few  decades  ago. 
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Charlotte,  N.C.  Descendants  of 
William  Henry  Belk,  who  opened 
general  store  Monroe,  N.C.  1888; 
and  brother  John,  who  joined  him. 
Gave  no  credit;  bought  out,  for  pen- 
nies on  the  dollar,  competitors  who 
did  give  credit  during  hard  times. 
Big  growth  period:  Great  Depres- 
sion. About  25  family  members 
share  ownership  350  department 
stores  in  16  southeastern  states.  All 
separate  corporations,  mostly 
shared  with  local  owner-managers. 
Family  known  to  feud:  "pure 
Southern  Gothic."  Eldest  son 
ousted  as  chairman  1950s,  tried  to 
thwart  brother's  mayoral  campaign 
1969.  Fortune  over  $300  million. 


&e/x 


Memphis.  Three  generations  in  real 
estate.  Austrian-born  Philip,  80,  be- 
gan buying  land  mid- 1930s;  family 
grew  with  Memphis.  Rarely  sell: 
"Land  is  the  finest  investment. 
God  only  made  so  much  of  it  and  is 
not  going  to  make  any  more."  Pio- 
neered industrial  park  concept. 
Probably  largest  landlords  Tennes- 
see; over  750  tracts  in  Memphis' 
Shelby  County  alone.  Motels  (14 
Holiday  Inns),  shopping  centers,  of- 
fice bldgs.,  apartments,  farmland; 
lately  off-price  outlet  malls  (all 
over  U.S.).  Two  sons  killed  in  plane 
crash  1963;  third,  Jack,  56,  now 
runs  firm  with  third  generation. 
Tightly  knit,  religious,  secretive. 
Family  fortune  believed  to  exceed 
$250  million;  Jack  claims  less. 


Louisville.  Heirs  of  George  Garvin 
Brown,  who  in  1870  founded 
Brown-Forman  Distillers  (Old  For- 
ester, Early  Times,  Jack  Daniels). 
Bought  out  George  Forman's  stake 
1901.  During  Prohibition,  son  Ows- 
ley peddled  Old  Forester  as  pre- 
scription drug  while  (legend  says) 
secret  yeast  strain  lay  hidden  from 
Feds  in  deep  well.  Firm  built  cachet 
by  promoting  heavily  without  cut- 
ting prices  or  competing  for  vol- 
ume. Now  great-grandson  Lee 
Brown  is  CEO;  brotl  er  Martin  runs 
Jack  Daniels  division,;  cousin  Ows- 
ley Frazier  vice-chmn.,  other  kin  to 
rise  in  firm's  "planned  nepotism." 


Bought  Bolla,  Cella  wines  1960s, 
Southern  Comfort  1979,  Lenox  Inc. 
(high-quality  chinaware)  1983. 
Family's  stock  worth  $290  million. 

California,  et  al.  Scattered  descen- 
dants of  Frank  Henry  Buck,  who 
cofounded  Belridge  Oil  1911.  Fam- 
ily received  $665  million  from  1979 
buyout  by  Shell,  of  which  San  Fran- 
cisco Foundation  got  $253  million. 
Eva,  87,  widow  of  Calif,  congress- 
man Frank  II  (d.  1942),  does  charity 
work  in  Vacaville,  Calif.;  got  larg- 
est share — some  $70  million  after- 
tax. Founder's  grandchildren  shared 
rest.  Frank  III:  "I'm  the  same  old 
guy.  It's  not  like  winning  the  lot- 
tery, just  an  investment  redeploy- 
ment." Combined,  6  descendants 
worth  at  least  $325  million. 

\o<ux>t 

Boston  area.  Descendants  of  John 
Cabot,  immigrant  merchant  from 
island  of  Jersey  (1700).  Famed  Bos- 
ton "Brahmins."  Prominent  name 
since  Revolutionary  War  (Cabots 
outfitted  privateers  to  attack  Brit- 
ish ships).  Current  patriarch  Thom- 
as Cabot,  87:  "We  try  to  do  our 
duty."  Biggest  business  success: 
Godfrey  Cabot  founded  Cabot 
Corp.  predecessor  1882  to  make 
carbon  black  (soot)  from  newly  dis- 
covered natural  gas.  Godfrey's 
branch  holds  40%,  worth  $325  mil- 
lion ($1.5  billion  sales).  Louis  W. 
Cabot,  63,  heads  company,  two  rel- 
atives on  board.  Other  branches  in- 
fluential, wealthy,  but  don't  share 
this  fortune. 

Origin:  Minneapolis.  Founder  Wil- 
liam W.  Cargill,  son  of  Scottish  sea 
captain,  born  on  Long  Island, 
moved  west,  set  up  Cargill,  Inc. 
1865,  quickly  became  leading  Mid- 
west grain  trader.  Across-the-street 
neighbor  John  Hugh  MacMillan 
married  his  daughter  1895,  became 
company  president  1909  on  Car- 
gill's  death.  MacMillans  remain 
more  active  in  management.  Run 
by  John  and  John  Jr.  to  I960;  now 
4th-generation  nephew  Whitney 
MacMillan  is  chmn.  Based  near 
Minneapolis;  one  of  world's  biggest 
grain  traders,  revenues  estimated 


about  $30  billion.  Also  other  food- 
stuffs (beef,  etc.)  and  steel.  Cargill 
and  MacMillan  families  own  85%; 
stake  worth  at  least  $1.7  billion,  of 
which  some  $1.5  billion  shared 
equally  by  3  branches  (see  individual 
Cargills,  MacMillans,  Keinath,  Pictet). 

Los  Angeles,  et  al.  The  dominant 
L.A.  family;  descendants  of  Harry 
Chandler,  who  worked  at  Los  Ange- 
les Times  1880s,  married  owner's 
daughter,  gained  control.  Built  me- 
dia empire;  became  one  of  largest 
landowners  So.  Calif.  Died  1944, 
passed  Times-Mirror  Co.  fortune 
equally  among  7  living  children. 
Son  Norman  (d.  1973)  built  up  com- 
pany business  side  1950s,  1960s. 
Grandson  Otis,  56,  made  editorial 
side  one  of  best  in  U.S.  Firm  owns  4 
other  dailies  (incl.  Newsday,  Denver 
Post),  7  magazines,  7  TV  stations, 
cable,  book  publisher,  timber,  etc. 
Fewer  than  50  descendants  share 
trusts  (22%  T-M)  worth  over  $650 
million.  Excludes  2  surviving  chil- 
dren of  Harry  (see  Harrison  Chandler, 
Ruth  Chandler  von  Platen). 


( 
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Golden,  Colo,  and  various.  Descen- 
dants of  Adolph  Coors,  German  im- 
migrant, built  small  brewery  1873. 
Brewery  is  nation's  largest  single 
plant.  2  grandsons,  2  great-grand- 
sons now  run  company,  5th-largest 
beer  outfit  in  U.S.  Bad  press  1970s: 
antiunion,  antiminority,  antigay 
charges;  boycotts  (Paul  Newman 
switched  to  Budweiser),  but  recent 
eastward  expansion  appears  suc- 
cessful— sales  up  21%  over  1982. 
Five  family  members  control  all 
voting  shares;  over  50  own  approxi- 
mately 70%  publicly  traded  non- 
voting shares.  Stock  down;  recently 
worth  $365  million. 

cTteirs  of&(zi<aw£&  wouxeA 

Des  Moines,  Minneapolis,  et  al. 
Gardner  Cowles  Sr.  bought  frail  Des 
Moines  Register  1903.  Eliminated 
competition,  added  evening  Trib- 
une, built  quality  paper.  Son  John 
Sr.  (d.  1983)  followed  suit  with  Min- 
neapolis Star,  from  1935.  Second  son 
Gardner  (Mike)  Jr.,  81,  did  ditto 
with  Look  magazine  until  wiped 
out  by  TV.  Third  generation  com- 
peted with  one  another;  lost  some 
papers,  profits,  unity.  1982:  Tried 
to  merge  2  family  firms,  failed.  John 
Jr.,  55,  ousted  as  president;  now 
studies  agronomy  at  U.  of  Minneso- 
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ESCORT 


RADAR  WARNING  RECEIVER 


In  Japan,  where  high-tech  electronics 

are  a  way  of  life,  they  pay  $714.93 
for  an  American-made  radar  detector 

(You  can  get  the  same  one  for  considerably  less) 


Even  we  were  a  little  surprised.  All  we  did 
was  build  the  best  radar  detector  we  knew 
how.  We  shipped  our  first  ESCORT  in  1978, 
and  since  then  we've  shipped  over  600,000. 
Along  the  way  the  ESCORT  has  earned  quite 
a  reputation— among  its  owners,  and  also  in 
several  automotive  magazines. 

Credentials 

Over  the  past  five  years,  Car  and  Driver 
magazine  has  performed  four  radar  detector 
comparison  tests.  Escort  has  been  rated 
number  one  in  each.  Their  most  recent  test 
concluded  "The  Escort  radar  detector  is 
clearly  the  leader  in  the  field  in  value,  cus- 
tomer service,  and  performance . . ."  We  think 
that's  quite  an  endorsement. 

Our  Responsibility 

One  of  the  reasons  for  our  reputation  is 
our  attention  to  detail.  If  we  don't  feel  we  can 
do  something  very  well,  we  simply  won't  do  it. 
That's  why  we  sell  Escorts  direct  from  the 
factory  to  you.  Not  only  can  we  assure  the 
quality  of  the  ESCORT,  but  we  can  also  make 
sure  that  the  salesperson  you  speak  to  is 
knowledgeable.  And  if  an  ESCORT  ever 
needs  service,  it  will  be  done  quickly.  And 
it  will  be  done  right. 

50  States  Only 

And  that's  the  reason  we  don't  presently 
sell  ESCORTs  outside  of  the  United  States. 
Even  in  the  countries  that  use  identical  radar 
(Japan  and  Australia,  to  name  two)  we  know 
that  we  couldn't  provide  the  kind  of  customer 
service  that  ESCORT  owners  expect.  So  we 
pass  up  the  additional  sales  rather  than  risk 
our  reputation. 


"Dear  Sir..:' 

So  we'll  admit  we  were  surprised  when  a 
letter  from  one  of  our  customers  included  an 
advertisement  from  a  Japanese  automotive 
magazine.  The  ad  pictured  an  ESCORT,  and 
the  price  was  1 58,000  yen .  Ou  r  customer  was 
kind  enough  to  convert  that  to  U.S.  dollars. 
Using  that  day's  rate  of  exchange,  an  American- 
made  ESCORT  was  worth  $714.93  in  Japan. 
Further  translation  revealed  the  phrase  "The 
real  thing  is  here!"  and  warned  against 
imitations. 


This  Y2  page  ad  was  a  total  surprise. 


Econ  101 

Needless  to  say,  we  were  flattered.  We 
knew  that  ESCORT  had  an  impressive  repu- 
tation, but  we  never  expected  to  see  it  "boot- 
iegged"  into  other  countries  and  sold  at  such 
a  premium.  But  the  laws  of  supply  and  demand 
are  not  so  easy  to  ignore.  When  there  is  a 
strong  need  for  a  product,  there  is  an  equally 
strong  incentive  for  an  enterprising  capitalist 
to  fill  that  need.  And  apparently,  that's  just 
what  happened. 


The  Moral 

We  still  don't  sell  out  of  the  country.  And 
the  price  in  this  country  is  still  $245.  The 
price  we've  had  for  the  last  five  years. 

Quite  a  deal  for  what  the  Japanese  must 
think  is  the  best  radar  detector  in  the  world. 

Try  ESCORT  at  no  risk 

Take  the  first  30  days  with  ESCORT  as  a 
test.  If  you're  not  completely  satisfied 
return  it  for  a  full  refund.  You  can't  lose. 

ESCORT  is  also  backed  with  a  one 
year  warranty  on  both  parts  and  labor. 
ESCORT  $245  (Ohio  res.  add  $13.48  tax) 

TOLL  FREE 800-543-1608 

IN  OHIO 800-582-2696 


VISA 


By  mail  send  to  address  below.  Credit" 
cards,  money  orders,  bank  checks,  cer- 
tified checks,  wire  transfers  processed 
immediately.  Personal  or  company 
checks  require  18  days. 

ESCORT 

RADAR  WARNING  RECEIVER 


Cincinnati  Microwave 
Department  100-044 
One  Microwave  Plaza 
Cincinnati,  Ohio  45296-0100 


Tune  in  Talkback  with  Jerry  Galvin.'  America's  new  weekly  satellite  call-in  comedy  talk  show  Sunday  evenings  on  public  radio  stations.  Check  local  listings 

£1984  Cincinnati  Microwave,  Inc 


"When  you  arrive 
at  The  Regent,  Hong  Kong, 

you  know 
you've  arrived." 


The  Daimler  draws 
up  to  the  cobblestone 
piazza.  Ahead  lies  a 
world  of  exceptional 
service  and  elegance. 
You  have  arrived. 


the 


HONG  KONG 
A  REGENT* INTERNATIONAL  HOTEL 

ALBUQUERQUE   AUCKLAND  CHICAGO   FIJI    HONGKONG   KUALA  LUMPUR    LONDON    MANILA    MELBOURNE   NEW  YORK    PUERTO  RICO   SYDNEY    WASHINGTON  DC 

U.S.A.  TOLL  FREE  800-545-4000;  HONG  KONG  3-7211211,  TELEX  37134  OR  YOUR  TRAVEL  AGENT. 


bugh  day?  Slip  into  a 
comfortable  MD-80  jetliner 


Fashions  by  Paul  Stanley.  Ltd 


/ 


OUGLAS  JS^ 


ta.  Founder's  grandson  David  Krui- 
denier,  63,  revamping;  earnings  up 
1983.  Today:  6  dailies,  17  weeklies, 
2  TV  stations,  4  radio.  Cowles 
Broadcasting  (public)  just  sold  to 
Oveta  Culp  Hobby  (which  see).  Over 
70  Cowles  descendants  worth 
minimum  $375  million. 

cftevM  of  14/Mioym  ~u)oiute& 

Spokane.  William  Hutchinson 
Cowles,  young  Chicago  Tribune  re- 
porter (father  was  treasurer)  moved 
west  1891  to  new  Spokane  paper. 
Sole  control  of  Spokesman-Review 
1894;  bought  rival  Chronicle  1897. 
William  Jr.  added  Spokane  radio 
1946,  TV  1952.  Grandsons:  Wil- 
liam III,  52,  merged  papers  1983; 
brother  James,  50,  handles  vast 
property.  Some  500,000  sq.  ft. 
prime  downtown  retail  space;  vast 
timber,  undeveloped  land;  much 
well  hidden.  Also  large  stake  Trib- 
une Co.;  big  paper  mill;  farmer 
magazines.  Spokane's  eminences 
grises  very  secretive;  even  bankers 
must  speculate.  Distant  cousins  to 
Gardner's  heirs  (see  above),  "but  try 
to  play  it  down."  Eight  descendants 
(also  Seattle,  California);  worth 
minimum  $200  million,  mostly 
held  in  trust. 

Houston.  Descendants  of  Hugh 
Roy  Cullen,  legendary  wildcatter; 
hit  famed  Tom  O'Connor  field  ear- 
ly 1930s  (500  million  bbl.).  Favored 
strategy:  Drill  abandoned  dry  holes 
deeper,  find  the  oil.  Founded  Quin- 
tana  Petroleum  1932.  After  only 
son  was  killed  in  oilfield  accident 
1936,  Cullen  gave  away  90%  of  his 
$200  million  fortune  (d.  1957). 
Three  daughters,  their  families 
built  up  immense  oil  and  gas  re- 
serves again,  mostly  Tex.,  La.  Two 
sons  of  estranged  fourth  daughter 
(d.  1966)  suing  for  major  share  of 
fortune;  have  passive  $25  million- 
a-year  interest.  Quintana  now  run 
by  executive  committee;  no  presi- 
dent. Son-in-law  Corbin  Robertson 
leader  of  family  with  more  than  50 
members.  Net  worth  at  least  $2 
billion. 


Jacksonville,  Fla.  and  various.  De- 
scendants of  William  Milton  Davis, 
who  founded  Winn-Dixie  Stores 
predecessor  1925  with  $10,000. 
Four  sons  (1  deceased)  built  firm 
from  1930s,  took  public.  Now  4th- 
largest    supermarket    chain    with 


FORBES  400/OCTOBER  1,  1984 


•JMORRISON-KNUDSEN  COMPANY,  INC. 

Boise.  Idaho  83729 
Engineers  Builders  Developers  Managers  Equal  Opportunity  Employers 


Today, 

there's  a 

bright  new 

star  on 

San  Diego's 


Put  there  on  time  and  under  budget  by 
the  builders  of  Morrison  -Knudsen. 

Yes,  Morrison-Knudsen.  You  prob- 
ably know  us  for  our  pipelines,  power 
plants,  mines  and  industrial  plants.  But 
we've  built  our  share  of  star-quality 
high-rises,  too. 

Take  San  Diego's  new  Columbia 
Centre.  It's  already  a  landmark,  a  favorite 
subject  for  photographers,  a  must-see 
for  tourists. 

But  putting  it  up  was  something  else. 
That  all-glass  curtain  wall,  for  example. 
It's  headless,  held  in  place  by  silicon. 
Few  manufacturers  in  the  world  could 
make  it.  Only  one  could  deliver  in 
a  reasonable  time. 

We  sent  a  man  to  his  plant  to  help 
(i.e.,  push).  Time  was  crucial.  Finally, 
the  supplier  made  us  an  offer  we  couldn't 
refuse]  "You  take  your  man  out  of  my 
plant!'  he  said,  "and  I'll  make  your 
deadline!' 

He  did. 

There  were  other  pressure  points, 


too,  lots  of  them,  because  everyone 
wanted  to  do  justice  to  the  exceptional 
design.  Little  things  became  big  things. 
The  elevator  doors,  for  instance. 
Stainless  ?  Or  bronze  ? 

Or  half  and  half?  (That  was  the  final 
call,  after  a  whole  lot  of  time-consuming, 
nailbiting  deliberating.) 

We  brought  the  job  in  on-time,  none- 
theless, and,  as  important,  we  brought 
it  in  under  budget,  thanks  to  some 
conscientious  value-engineering  along 
the  way. 

We  were  actually  able  to  return 
100%  of  the  contract's  contingency  fee 
before  completion. 

This  star  just  looks  expensive. 

Which  means,  if  you're  thinking 
about  building  a  star  and  you  want  it  just 
to  look  expensive,  we  ought  to  talk. 

Give  our  CEO  Bill  McMurrt  n 
a  call  at  (208)  386-6700  ai 
the  right  peopl    "     ? 
away.  M-K  asks  only  o: 
clients:  A  <v  ; 


UNIX    System  V  from  AT&T  letS 
your  company  take  advantage  of 
new  technology— without 
jeopardizing  your  investment  in 
computers  and  softwarfc& 

It's  another  reason  why  good 
business  decisions  are  based  on 
|  UNIX  System  V. 

Why  are  more  and  more  execu- 
tives making  certain  that  their  com- 
pany's software  and  hardware  prod- 
ucts are  based  on  UNIX  System  V 
from  AT&T? 

Because  they  realize  that  it's  an 
important  business  decision,  one 
with  far-reaching  financial  and  tech- 
nological implications. 


And  because  UNIX  Systran  V 
from  AT&T  has  unique  capabilities 
that  enable  managers  to  develop 
and  implement  a  long-term  informa- 
tion plan— without  expensive,  dis- 
ruptive change. 

The  profits  of  portability 

Portability  simply  means  that  soft- 
ware written  for  UNIX  System  V 
is  not  tied  to  a  specific  piece  of  hard- 
ware. Since  your  software  invest- 
ment will  be— if  it  isn't  already- 
greater  than  your  investment  in  the 
computers  themselves,  software 
portability  is  of  critical  importance. 

UNIX  System  V  allows  you  to 
change  hardware  without  developing 


1 


or  buying  new  software.  Or  re>  I 
ing  existing  packages. 

Instead,  you  can  use  those  t  i 
to  expand  your  software  portfc  . 
And  your  staff  can  spend  its  til  <i 
more  productive  tasks  than  re\  S 
ing  the  software  you  already  h:  $ 

Gaining  hardware  independe  i 

Because  UNIX  System  V  is « 
ware  independent,  you'll  be  fre  % 
combine  equipment  from  differ  i 
vendors.  Even  if  the  machines  ( 
different  generations.  This  giv< 
greater  leverage  with  your  ven 
and  increases  your  system's  po 

And,  because  UNIX  Systei 
widely  known  and  appreciated 

I 


U  easier  to  eep  your  data  pro- 

!ij  department  staffed  and  run- 
iioothly. 

I  based  on  UNIX  System  V?" 

MIX  System  V  is  fully  sup- 
M  by  AT&T,  and  backed  by  a 
t.nillion-dollar  research  and 
I  pment  program  at  our  own 

laboratories. 

'.fs  a  stable,  fully  documented, 
/  erviced  platform— one  that  is 

3  stay. 

at's  why  "Is  it  based  on 

'  System  V?"  may  be  the  most 
cjtant  question  you  can  ask 
Uany  new  piece  of  hardware  or 
"\lire. 

I 


^or  more  informaHbn,  send  for  a 
copy  of  our  free  booklet,  "Ten  Ques- 
tions You  Should  Ask  Your  MIS 
Manager  About  UNIX  System  V." 

UNIX  System V.  From  AT&T. 
From  now  on,  consider  it  standard. 


n 


AT&T 


FB  Illul-HB 

Please  send  me  "Ten  Questions  You  Should  Ask 
You-  MIS  Manager  About  UNIX  System  V." 

Mail  to:  AT&T,  P.O.  Box  967, 

Madison  Square  Station,  N.Y ,  N.Y  10159 


Name_ 
Title_ 


Department. 

Company 

Address 

City 


'y  fi.ic 


Phone 

UNIX  System  I, 


UNIX  System  I 
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1,230  outlets  in  13  Sunbelt  states 
(many  in  Florida).  Revenues  top  $7 
billion.  Resists  unionism  through 
generous  employee  profit-sharing 
plan  (some  56%  hold  stock).  Still 
largely  run  by  family,  with  down- 
home  southern  style  and  small 
stores  (avg.  23,800  sq.  ft.).  James 
Elsworth,  77,  largest  Davis  share- 
holder, recently  retired  chairman; 
his  son  A.  Dano,  39,  is  CEO.  Over 
30  descendants  share  37%  Winn- 
Dixie.  With  insurance  holdings, 
other  interests,  net  worth  is  over 
$500  million. 

zDa/uton 

Minneapolis.  Descendants  of 
George  Draper  Dayton,  banker  with 
new  vacant  building  in  downtown 
Minneapolis  1902,  bought  dry  goods 
company  to  have  a  tenant.  Five 
grandsons,  ages  59  to  70,  raised  on 
isolated  800-acre  farm,  taught  to 
cooperate.  Took  over  business  (one 
store)  1950  and  followed  customers 
to  the  suburbs.  Dayton's  merged 
with  Hudson's  (Detroit)  1969;  now 
$6.9  billion  Dayton-Hudson  chain, 
5th-largest  nonfood  retailer  (Target, 
Mervyns,  B.  Dalton).  Last  grandson 
retired  1983;  no  family  in  current 
management.  Lately  selling  stock; 
now  own  roughly  15%  of  firm  with 
their  16  children.  With  previous 
stock  sales,  reinvestments,  family 
worth  over  $800  million.  (See  also 
Alida  Dayton  Rockefeller.) 


de  '  i/ou-M- 
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San  Francisco,  et  al.  Descendants  of 
Michael  H.  de  Young,  who  started 
San  Francisco  Chronicle  1865  with 
brother  Charles.  Paper  "enter- 
tained" public  with  local  scandals, 
Wild  West  shoot-outs,  mudsling- 
ing.  Charles  shot  dead  in  office 
1880  by  angry  reader.  M.H.  as- 
sumed editorial  functions;  years 
later  different  reader  tried  to  shoot 
him.  De  Youngs  long  feuding  with 
rival  Hearsts  (which  see);  now  pub- 
lish joint  Sunday  edition  to  save 
costs.  Great-grandson  Richard  T. 
Thieriot,  42,  family  head,  publisher 
from  1977;  more  mild-mannered 
than  ancestors.  Firm  owns  smaller 
paper  (111.),  TV  stations  (incl. 
KRON-San  Francisco),  real  estate, 
cable.  Fewer  than  30  descendants, 
none  with  de  Young  surname, 
share  over  $400  million. 


zDi/ceou 


Denver;  Orlando,  Fla.  Pronounced 
d-q.  Father  Panayes  (Pete;  d.  1977) 
emigrated  from  Greece  1921,  who- 
lesaled popcorn,  built  candy  and 
tobacco  distribution  company  with 
brother.  At  one  time  owned  most 
vending  machines  in  Denver. 
Switched  to  more  profitable  real 
estate  1940s.  Established  family 
strategy:  Buy  small  parcels  well- 
situated  downtown;  hold  for  long 
run;  be  last  holdouts  in  land-as- 
semblage deals.  Sons  John,  George 
and  Deno  own  some  50  parcels  (15- 
plus  acres)  heavily  speckling  down- 
town Denver;  building  their  first 
skyscraper.  With  Florida  shopping 
centers,  bank,  net  worth  estimated 
at  $250  million. 


SI 
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Los  Angeles  area.  Heirs  of  Walter 
Elias  Disney,  genius  cartoonist 
who  struggled  as  paperboy,  mail 
sorter,  ambulance  driver.  With 
brother  Roy  O.  (the  business  half), 
borrowed  enough  to  launch  Holly- 
wood studio  1923.  Conceived 
Mickey  Mouse  1928:  "a  nice  fellow 
who  never  does  anybody  any 
harm."  Walt  Disney  Productions 
(films,  cartoons,  theme  parks,  etc.) 
now  a  world  institution.  Walt  died 
1966;  widow  Lillian,  daughters 
Sharon  Lund,  Diane  Miller  (wife  of 
CEO  Ron)  and  10  grandchildren  be- 
lieved to  hold  at  least  10%  of  firm, 
worth  over  $200  million.  (See  also 
Roy  E.  Disney.) 


da  z/  ord 
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Origin:  Chicago.  Scattered  descen- 
dants of  Richard  R.  Donnelley, 
saddlemaker's  apprentice  in  Cana- 
da who  ran  away  to  set  up  print 
shop  Chicago  1864.  Rebuilt  after 
Great  Fire  1871  by  family  into  R.R. 
Donnelley  &  Sons,  now  largest  U.S. 
printer  (for  Time,  Newsweek,  World 
Book  Encyclopedia,  et  al.);  1983  rev- 
enues: $1.5  billion.  Family  still 
owns  21%.  Also  Reuben  H.  Don- 
nelley Co.,  one  of  largest  publishers 
of  Yellow  Pages,  sold  to  Dun  & 
Bradstreet  1961  for  $80  million 
stock.  Gaylord,  74,  retired  chair- 
man and  last  of  third  generation, 
has  largest  single  fortune  [see  p. 
192).  All  told,  some  75  descendants 
worth  at  least  $650  million. 


Delaware  and  various.  Descendants 
of  original  Pierre  Samuel  du  Pont  de 
Nemours  (1739-1817),  who  made 
his  2  sons  swear  over  their  mother's 
grave:  Remain  united  forever.  Then 
immigrated  with  them  to  America 
1800.  After  8  generations,  with  6 
major  branches,  over  1,700  living 
members,  bond  near  disintegration. 
Family  still  controls  about  20%  E.I. 
Du  Pont  de  Nemours  &  Co.,  7% 
General  Motors,  others,  through 
Wilmington  Trust,  Delaware  Trust 
or  directly.  Family's  traditional 
calling  day  (New  Year's)  in  Dela- 
ware "chateau  country"  now  re- 
quires name  tags  to  identify  male 
relations  giving  flowers  or  candy  to 
female  relations.  Total  net  worth  of 
all  du  Ponts:  over  $10  billion.  (In- 
cludes 20  family  members  listed 
individually,  the  Laird  family  and 
the  heirs  of  Pierre  Samuel  du  Pont.) 

cTvei-ri  ofJiewe  zfcwiuiei  da  J  cwd 

Delaware  area.  The  numerous  de- 
scendants of  Pierre  Samuel  du 
Pont's  (1870-1954)  8  brothers  and 
sisters.  Orphaned  early,  Pierre  act- 
ed as  paterfamilias.  Split  with  other 
du  Pont  branches  over  sale  of  fam- 
ily explosives  company;  arranged 
leveraged  buyout  with  2  cousins 
1902;  later  bought  out  one  cousin, 
split  with  other,  took  control  of  E.I. 
Du  Pont  de  Nemours  &  Co.  1915. 
Profited  enormously  from  WWI 
(sold  45%  of  explosives  used  by  Al- 
lies). Financed,  helped  engineer 
turnaround  of  General  Motors 
1920s  for  approximately  23%  of 
stock.  Similarly,  later,  U.S.  Rubber. 
Childless;  divided  wealth  among 
brothers  and  sisters,  now  all  de- 
ceased; their  descendants  are  today 
worth  at  least  $9  billion  (included 
in  du  Pont  total  above). 


wnfenwiawn, 


Long  Island,  N.Y.  William  Enten- 
mann  Sr.  opened  mom-and-pop 
bakery  in  Brooklyn  1898.  Delivered 
door-to-door,  switched  to  wholesal- 
ing after  WWII.  By  1978:  14-acre 
Bay  Shore,  N.Y.  plant;  smaller  Fla. 
plant;  500  trucks;  public  firm  run 
by  daughter-in-law  Martha,  her  3 
sons  (William  Jr.  died  1951).  Main 
secret:  45%  to  50%  of  sales  dollar 
into  high-quality  ingredients.  Sold 
1978  to  Warner-Lambert  (since  re- 
sold to  General  Foods);  family's 
share  was  $194  million.  "Mrs.  E.," 
79,  retired,  but  sons  William  and 
Robert    still    active    (son    Charles 
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makes  polystyrofoam  in  Miami). 
Diversified  holdings,  much  in 
trust,  worth  at  least  $200  million. 

Origin:  Akron.  Descendants  of  Har- 
vey Firestone,  who  in  1900  founded 
the  Firestone  Tire  &  Rubber  Co. 
Delivered  first  tires  to  Ford  Motor 
Co.  1906,  the  start  of  a  friendship 
(Henry  Ford)  as  well  as  fortune: 
Ford  was  biggest  customer.  With 
Pres.  Hoover's  help,  broke  British 
rubber  cartel  (had  hiked  price  885% 
1920s)  with  Liberian  rubber  planta- 
tions. Died  1938.  His  5  sons  (2  sur- 
vive) ran  firm;  4  elected  most  likely 
to  succeed  at  Princeton,  5th  lost 
out  to  a  Rockefeller.  Harvey  Jr. 
chairman  1946-63  (d.  1973);  Ray- 
mond 1966-76.  Family  still  owns 
some  13%.  More  than  40  descen- 
dants (and  attorney  for  unborn 
heirs)  now  fighting  over  $100  mil- 
lion trust.  With  other  trusts,  real 
estate,  etc.,  net  worth  believed  to 
exceed  $200  million  despite  1980's 
fall  in  Firestone  stock. 

Detroit  area;  Palm  Beach.  Seven 
Fisher  brothers  left  father's  Ohio 
carriage  shop  to  make  car  bodies  in 
Detroit  early  1900s.  Fisher  Body 
soon  world's  leading  supplier;  pio- 
1  neered  enclosed  sedans  for  year- 
round  use.  Sold  60%  to  General 
Motors  1919  for  $28  million  cash; 
rest  for  $208  million  stock  1926. 
Lost  much  in  Depression;  brothers 
left  key  GM  spots  by  1944.  "Body 
By  Fisher"  household  term;  1984 
plan  dismembers  Fisher  division. 
Founders,  all  but  one  widow  de- 
ceased. Family  holding  company 
dissolved  1963;  wealth  hidden,  di- 
versified, most  in  trusts;  shared  by 
250  descendants,  roughly  50  in  con- 
trol. Most  visible:  Charles  III,  chair- 
man NBD  Bancorp.  Total  family 
fortune  believed  to  exceed  $300 
million. 

.^/jAe^   (^JeatueJ 

Seattle  &.  environs.  Oliver  David 
Fisher,  age  10,  balanced  cash  at  fa- 
ther's Missouri  bank  1885.  Moved 
west  with  father,  4  brothers;  started 
Seattle  lumber  firm  1906  to  profit 
from  San  Francisco  earthquake; 
merged  with  Weyerhaeuser  1948. 
With  family,  others,  bought  Seattle 
bank;  organized  Fisher  Flouring 
Mills  1910;  helped  found  Safeco; 
radio  station  1926;  leading  area  cap- 
italist (d.  1967).  Grandson  Donald 
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Graham  Jr.,  61,  in  charge:  2  TV  sta- 
tions (worth  $200  million),  radio; 
flour  mill;  Seattle  real  estate;  Safe- 
co, Weyerhaeuser  stock.  Long-term 
investors;  known  for  "never  sell- 
ing." Avoid  attention.  Handful  con- 
trol umbrella  firm,  but  some  60 
scattered  heirs  share  minimum 
$275  million. 
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Wichita,  et  al.  Ray  Hugh  Garvey  (d. 
1959  car  crash)  bought  half  of  tiny 
Kendall  Land  Co.  1917  for  $500 
earned  from  Topeka  paper  route. 
Ended  partnership  early  1920s  with 
12,500  farmable  acres.  Bought 
small  gas  station  chain  1924.  Dur- 
ing Depression,  acquired  banks, 
foreclosed  farms.  Added  oil,  grain, 
real  estate,  etc.  Empire  split  among 
4  children,  run  as  distinct  entities 
by  Willard,  64;  James,  61 ;  Olivia 
Lincoln,  58;  Ruth  Fink,  67.  Widow 
Olive,  91,  pillar  of  Wichita,  runs 
one  of  state's  largest  foundations. 
Family  holdings  immense:  oil  and 
gas,  minerals,  ranches,  farms,  grain 
trading,  flour,  convenience  stores, 
railcars,  shopping  centers,  nursing 
homes,  office  buildings,  etc.;  worth 
minimum  $500  million. 


&und 


Origin:  Cleveland.  6  children  of 
George  Gund  Jr.  (d.  1966).  He  liqui- 
dated family  brewing  company  in 
Prohibition;  bought  Kaffee  Hag  (de- 
caffeinated coffee  firm)  1919,  sold 
to  Kellogg's  1927 — now  Sanka  at 
General  Foods.  Bought  Cleveland 
real  estate,  undervalued  securities 
in  Depression.  President  of  Cleve- 
land Trust  1941.  Tightfisted.  Son 
Gordon:  "We  did  not  know  the  ex- 
tent of  our  wealth  until  his  death." 
Four  sons,  2  daughters  include 
George  III,  Sun  Valley,  Idaho  finan- 
cier; Gordon,  Princeton,  N.J.  ven- 
ture capitalist;  Graham,  Boston  ar- 
chitect, developer.  George  and  Gor- 
don own  Cleveland  (basketball) 
Cavaliers,  Minnesota  (hockey) 
North  Stars,  arenas.  With  Kellogg's, 
bank  stock,  family  worth  well  over 
$300  million. 


cfbaai 


San  Francisco.  Levi  Strauss,  drawn 
from  Bavaria  by  Calif,  gold  rush, 
offered  patented  blue  jeans  1873; 
prospered.  Walter  Haas  Sr.  married 
grandniece,  ran  firm  1928-70.  By 
1956,  sales  $30  million,  an  Ameri- 
can institution.  Now  Levi  Strauss 
&.    Co.    over    $2.7    billion    sales, 
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world's  largest  apparel  manufactur- 
er: one-fifth  U.S.  jean  market. 
Original  double-X-waist  overall 
from  1853  still  major  seller.  Ex- 
panding: designer  Perry  Ellis  label, 
"official"  1984  Olympic  outfitter. 
Family  still  runs  firm.  Walter  Jr.: 
"Usually  the  fourth  generation 
spends  its  time  on  sports  cars  and 
jet  planes.  We  haven't."  Exception: 
Walter's  Oakland  (baseball)  A's. 
With  nearly  44%  Levi  Strauss,  de- 
scendants worth  over  $400  million. 

cnawraA 

Origin:  Reno.  William  Fisk  Harrah 
ran  bingo  parlor  Venice,  Calif,  with 
father  1930s,  then  Reno  1937;  both 
closed.  Bought  his  first  casino  in 
Reno  1946;  expanded  to  Lake  Ta- 
hoe  1955,  pioneered  year-round 
gaming.  Bused  customers  from  San 
Francisco,  L.A.  Married  6  times 
(twice  to  1st  wife).  After  death 
(1978),  Harrah's  sold  to  Holiday 
Inns  for  $300  million.  Half  of  estate 
in  trust  for  last  wife,  Vema  Harrah 
Levin,  40,  former  Harrah's  cocktail 
waitress  now  remarried  to  Sun  Val- 
ley, Idaho  doctor.  Other  half  in 
trust  for  Harrah's  2  adopted  teenage 
sons  from  1st  marriage.  Value  of 
trusts,  Holiday  Inns  stock,  other  as- 
sets, over  $200  million. 

ijvaMacAtlaven  of   Miuicwn 

California,  NYC  area,  et  al.  Media 
mogul  William  Randolph  Hearst 
(1863-1951)  had  5  sons;  3  survive 
(which  see).  Son  John  Randolph  Sr.  d. 
1958,  leaving  2  sons,  2  daughters  by 
2  marriages,  incl.  John  Jr.,  51,  who  is 
active  in  Hearst  Corp.,  and  William 
II,  who  lives  under  assumed  name  on 
West  Coast.  These  4  share  20%  of 
$1.3  billion  Hearst  trust.  Another 
20%  held  by  twin  children  of  WRH 
son  George  Sr.  (d.  1972):  George  Jr., 
57,  who  ran  Los  Angeles  Herald- 
Examiner  1962-77,  then  moved  to 
overseeing  real  estate.  Also  Phoebe 
(Mrs.  Amory  "Jack"  Cooke),  57. 
With  husband,  led  fight  to  gain  con- 
trol Hearst  Corp.  from  foundations 
1974;  now  a  company  director. 


Batesville,  Ind.,  et  al.  John  1  iillen- 
brand,  German  immigrant  v,!.»od- 
worker,    settled    in    well-forested 


southeast  Ind.  Founded  lumber  co. 
1884,  sold  early  1900s  to  specialize 
in  casketmaking;  pioneered  tight- 
seal  mechanism.  Sons  added  mot- 
ley lineup:  hospital  furniture  busi- 
ness 1928,  American  Tourister 
1978,  Medeco  Security  Locks  1984. 
Still  leader  in  caskets  (20%  to  30% 
of  corpse  market),  electric  hospital 
beds,  high-security  locks.  1983 
sales  $430  million.  Founder's  son, 
Daniel,  60,  grandson  W.  August, 
43,  head  firm.  Grandson  John  lost 
bid  for  governor  1980.  Over  100  rel- 
atives share  63%  Hillenbrand  In- 
dustries, worth  $240  million. 

Santa  Ana  and  Marysville,  Calif.,  et 
al.  Two  surviving  children  (of  4) 
and  10  grandchildren  of  Raymond 
C.  Hoiles  (1878-1970),  founder 
Freedom  Newspapers,  Inc.  Doctri- 
naire libertarians:  opposed  to  gov- 
ernment services,  taxation,  labor 
unions,  drug  laws,  etc.  Now  29  pa- 
pers in  11  states  (total  circ.  over 
900,000),  plus  4  TV  stations.  Flag- 
ship property  still  Santa  Ana  Regis- 
ter, from  1935.  Founder's  son  Har- 
ry, 68,  recently  booted  from  man- 
agement. Sued  2  other  branches  in 
attempt  to  dissolve  assets  and  dis- 
tribute. "I'm  sure  my  father  would 
have  been  on  my  side."  Outcome 
pending.  With  minimal  debt,  for- 
tune is  at  least  $450  million. 

Cleveland  area;  Hollywood,  Fla. 
Three  sons  and  grandchildren  of 
Samuel  A.  Horvitz,  self-made  en- 
trepreneur (8th-grade  education) 
who  built  3  substantial  businesses. 
Died  1956;  trust  owns:  5  newspa- 
pers, plus  cable  for  95,000  subscrib- 
ers (run  by  son  Harry,  64);  Cleve- 
land construction  firm  (Leonard, 
61);  Florida  coast  real  estate  (Wil- 
liam, 57).  Sold  55  oceanfront  acres 
1984  for  $42  million.  Family  feud; 
1979  lawsuit;  in  1982  Harry's  3 
children  charged  trustees  with  mis- 
management. Sons  alienated;  Har- 
ry: "The  relationship  is  strained, 
but  livable."  With  minor  debt,  fam- 
ily worth  minimum  $250  million. 


Corning,   N.Y.   Amory  Houghton 
moved  small  Mass.  glassware  com- 


pany to  Corning,  N.Y.  1868,  re- 
named Corning  Glass  Works.  Pro- 
duced first  bulbs  for  Thomas  Edi- 
son 1879;  maker  innovative  glass 
products  ever  since:  TV  tubes,  fi- 
berglass with  Owens-Illinois,  sili- 
cones with  Dow  Chemical;  recent- 
ly fiber  optics.  Also  elegant  Steu- 
ben glass.  Fourth  generation 
Amory,  d.  1981,  chairman  1941-61, 
ambassador  to  France  1957-61.  His 
son  Amory  Jr.,  58,  just  retired  as 
chairman.  Cousin  Arthur  thought 
to  own  largest  single  stake.  Family 
controls  6.3  million  shares  Corning 
Glass  worth  $400  million. 

Gienan 

Durham,  N.C.,  Atlanta.  Inheri- 
tance, real  estate.  Heirs  of  Mary 
Lily  Kenan  Flagler  Bingham  (d. 
1917),  third  and  surviving  wife  of 
Henry  Morrison  Flagler  (d.  1913), 
Rockefeller  partner,  developer  of 
Fla.  railroad,  hotels.  Two  nephews 
by  marriage  of  Mary's  sister  re- 
ceived part  of  fortune:  James 
Kenan,  74,  retired  Atlanta  attorney; 
Frank,  72,  chairman  Flagler  Sys- 
tems (shared  with  James).  Own 
landmark  Breakers  Hotel  in  Palm 
Beach,  other  Fla.  real  estate.  Frank 
also  2  trucking  cos.,  oil,  real  estate 
in  North  Carolina — all  begun  be- 
fore inheritance.  "I  like  to  do  it 
myself."  Brothers'  holdings  worth 
at  least  $200  million. 


Gx^nnea-u 


Origin:  Boston.  Joseph  P.  Kennedy 
bank  president  at  25,  then  Wall  St. 
speculator,  later  ambassador  to  En- 
gland. Sold  major  stocks  year  before 
Crash,  then  shorted  for  huge  gains. 
After  WWII  plowed  millions  into 
real  estate,  oil,  stocks  (d.  1969). 
Trusts  held  by  widow  Rose,  94,  and 
5  of  9  children,  including  Senator 
Edward  (President  John  F.,  Senator 
Robert  F.,  Joseph  Jr.  and  Kathleen 
dead).  Also  28  grandchildren,  7 
great-grandchildren.  Most  holdings 
managed  from  family's  Park  Agen- 
cy Inc.  (NYC).  Key  asset:  Merchan- 
dise Mart  (Chicago).  Heirs  secre- 
tive, heavily  watched.  Since  assas- 
sinations, many  troubled  with 
legacy:  RFK  Jr.  sentenced  for  heroin 
possession  March  1984;  month  lat- 
er, drugs  killed  brother  David. 
Minimum  net  worth  $450  million. 
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Origin:  Wilkes-Barre,  Pa.  Onetime 
bookkeeper  Fred  M.  Kirby  (d.  1940) 
built  chain  of  96  variety  stores; 
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OSHIBA  MADE  THE  PICTURE  TUBE  FLAT. 
\ND  ADDED  NEW  DIMENSIONS 
D  TELEVISION. 


h 


'/*.  <Sj-  $o  ^>  <^/  tf>  *u  h^ 


<b 


iome  day,  all  TV  sets  will  have  square,  flat 
creens  instead  of  the  rounded,  curved  ones 
ley  have  now.  Before  you  start  taking  this 
emarkable,  new  achievement  for  granted,  we 
vant  you  to  knew  where  it  came  from.  Toshiba. 

It  took  Toshiba's  creative  imagination 
hnd  technical  resources  to  perfect  the 
J.S.T.  BLACKSTRIPE®;  the  first  and  flattest 
find  squarest  of  the  new  generation  of 
picture  tubes. 

The  results:  a  picture  that  reflects  reality 
Tiore  accurately  than  ever.  A  picture 
ihat's  brighter.  And  bigger,  because  its  square 
corners  add  a  full  inch  (diagonally  measured) 
i)f  viewing  area  to  the  screen. 

And  just  as  visionary  as  our  standard- 
ising FS.T  BLACKSTRIPE®  tube,  is  the  set 
ive've  put  it  in.  It's  wired  for  every  imaginable 
application,  from  video  movie  production  and 
stereo  sound  to  advanced  computer  tech- 
nology that's  still  in  the  developmental  stages. 

Clearly,  the  Toshiba  FS.T.  BLACKSTRIPE® 
[V  is  not  only  ahead  of  its  time;  it's  designed 
o  stay  that  way. 
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In  Touch  with  Tomorrow 

TOSHIBA 


For  further  information  write  Toshiba  America.  Inc  .  82Totowa  Rd  Wayne.  New  Jersey  07470  or  Toshiba  Hawaii.  Inc    327  Kamakee  St    l  lonolulu.  Hawaii 
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merged  with  F.W.  Woolworth  1912. 
Family  retains  some  stock.  Son  Al- 
lan diversified.  Backed  investor 
Robert  Young  in  takeover  of  trou- 
bled Alleghany  Corp.  1937.  After 
Young's  suicide  1958,  Kirby 
emerged  from  seclusion  to  run 
firm.  Battled,  beat  Murchisons  (see 
Clint)  in  1961-64  proxy  fight.  Died 
1973;  his  4  children  (Fred  M.  II  pa- 
triarch) control  firm.  Sold  subsid- 
iary, IDS,  to  American  Express 
1984  for  $780  million.  With  Wool- 
worth,  Alleghany,  other  shares,  net 
worth  must  exceed  $200  million. 


CKU*. 
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King  Ranch,  Tex.  Richard  King,  Rio 
Grande  steamboat  captain,  bought 
Spanish  land  grants  in  south  Texas 
1850s.  Robert  Kleberg  beat  him  in  a 
lawsuit,  then  married  his  daughter. 
Bob  Jr.  (d.  1974)  gave  drilling  rights 
to  oil  companies  1930s  to  raise 
cash.  Now  825,000-acre  King 
Ranch;  cattle  and  oil.  Annual  oil 
royalties  $100  million  1979.  Cattle 
income  much  less,  but  Klebergs 
grow  up  cowboys,  not  oilmen.  Bob 
Jr.:  "Cattle  raising  is  our  business, 
and  it  will  be  our  business  long 
after  the  oil  is  gone."  Developed 
Santa  Gertrudis  breed,  first  cattle 
native  to  Western  World.  Some  60 
heirs  own,  operate;  worth  over 
$750  million,  excluding  R.  Shelton 
and  B.K.  Johnson  (which  see). 
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Delaware.  5  children  and  their  de- 
scendants of  Mary  Alletta  du  Pont 
(d.  1938)  and  William  Winder  Laird 
(d.  1927).  Children  shared  in  1940s 
distribution  of  wealth  by  uncle 
Pierre  Samuel  du  Pont  (see  du  Pont 
family).  Combined  fortune  prob- 
ably exceeds  $400  million. 

Indianapolis,  et  al.  After  Civil  War, 
Col.  Eli  Lilly  found  work  at  drug- 
store, opened  chemist's  shop  down- 
town Indianapolis  1876  with 
$1,400.  Son  Josiah  K.  Sr.,  grandsons 
Eli,  J.K.  Jr.  helped  build  Eli  Lilly  and 
Co.  into  major  drugmaker,  over  $3 
billion  sales  1983.  Stressed  employ- 
ee relations:  "Lilly's  doesn't  hire 
you;  it  adopts  you."  R&D  leader: 
helped  develop  first  commercial  in- 
sulin for  diabetes  1920s,  Salk's  po- 


lio vaccine  1950s.  Many  lawsuits, 
FTC  and  FDA  probes  1970s  over 
DES,  Darvon,  but  pulling  through. 
Heirs  very  private,  charitable:  Lilly 
Endowment  (18%  of  firm)  has  over 
$750  million.  Two  great-grandchil- 
dren, up  to  10  others,  held  10%  as 
late  as  1976.  If  still  held,  shares 
worth  more  than  $400  million. 
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Origin:  Florida.  Descendants  of  Dr. 
Howell  Tyson  Lykes;  settled  in 
Florida  1870s,  bought  land,  made 
fortune  raising  and  shipping  cattle 
to  Cuba.  To  Tampa  1895,  branched 
out  with  8  children  to  other  re- 
gions, shipping;  died  1906.  Later 
family  invested  in  insurance, 
banks,  real  estate,  citrus;  steel 
1960s  (Lykes  Corp.  merged  with 
LTV  Corp.  1978).  Steamship  line 
bought  back  by  family  1982;  run 
from  New  Orleans.  Today  own 
400,000  acres  Florida,  including 
75%  of  Glades  County;  240,000 
Texas.  Cuban  acreage  lost  in  Castro 
takeover.  Over  200  family  mem- 
bers meet  annually  in  Tampa,  qui- 
etly govern  empire  worth  more 
than  $1.1  billion,  not  equally  divid- 
ed. Observer:  "There  are  some  rich 
Lykes  and  some  poor  Lykes.  I'd  like 
to  be  a  poor  one." 
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NYC  and  Great  Neck,  N.Y.  Rus- 
sian immigrant  Philip  Mack  began 
construction/demolition  company 
at  turn  of  century.  Son,  H.  Bert, 
with  3  of  his  4  sons,  created  new 
integrated  Mack  Co.  1964.  Plans, 
builds,  manages  property  mostly  in 
suburban  N.J.,  Long  Island,  Tampa. 
Built  N.J.  Meadowlands  industrial 
sites  1960s;  office  developments 
1970s  (tenants  include  AT&T, 
IBM,  Xerox).  Has  85%  equity  in  4.5 
million  sq.  ft.  office  space,  10  mil- 
lion sq.  ft.  industrial.  Planning 
mixed-use  projects;  lost  bid  1984  to 
move  Minnesota  (baseball)  Twins 
to  Tampa.  Family  net  worth  at  least 
$200  million. 
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Washington,  D.C.  John  (J.)  Willard 
Marriott,  poor  Mormon,  raised 
sheep,  put  self  through  college  sell- 
ing woolen  underwear.  With  wife 
Alice  opened  D.C.  root  beer  stand 


1927;  added  Mexican  food:  She 
cooked,  he  served.  Grew  into  Hot 
Shoppes  chain.  First  hotel  1957. 
Still  chmn.  at  84,  Alice  still  v.p.;  2 
sons  run  firm.  J.  Willard  Jr.  pres.  in 
1964,  CEO  1972;  took  Marriott  na- 
tional. Moved  into  fast  food  (Roy 
Rogers),  cruise  ships,  airline  cater- 
ing; amusement  parks  (divested 
1984).  Richard  handles  restaurants. 
Over  $3  billion  sales  (half  from  135 
hotels).  N.Y.  Marriott  Marquis 
(Times  Square),  firm's  biggest  yet, 
due  1985.  Family's  22%  stake  Mar- 
riott Corp.  worth  $430  million. 

Madison,  Wis.,  et  al.  Original  Oscar 
Mayer  emigrated  from  Bavaria  1873 
at  14;  opened  sausage  shop  1883  in 
Chicago.  Marketing  coup:  Son  Os- 
car G.  conceived  first  brand-name 
hot  dog  1930s;  traded  on  premium 
quality,  image,  price.  Oscar  G.: 
"People  contended  that  the  wiener 
didn't  merit  that  kind  of  treatment. 
But  it  did."  Sales  $1.8  billion  1980, 
mostly  from  processed  meats.  Long 
ardent  family  operation,  7  Mayers 
once  on  board  together;  Oscar  G. 
Jr.,  70,  was  CEO  1966-73.  Sold  to 
General  Foods  1981;  family's  stake 
was  47%.  Some  300  descendants, 
in-laws  share  fortune  exceeding 
$200  million. 


i  (icTc/atc/iy 


Sacramento,  Calif.,  et  al.  Irish  im- 
migrant James  McClatchy,  hired  as 
reporter  for  new  Sacramento  Bee 
1857;  eventually  bought  by  family. 
Today  McClatchy  Newspapers 
owns  2  other  Bees  (Fresno,  Mo- 
desto), plus  7  smaller  papers  (total 
circulation  over  500,000);  also  radio 
stations,  cable.  Granddaughter  El- 
eanor took  over  1936;  used  papers 
to  champion  liberal  causes;  became 
one  of  West's  most  powerful  wom- 
en (d.  1980).  Her  nephews  Charles 
Kenny  and  James  (57,  63)  now  in 
charge.  Bought  ailing  Anchorage 
Daily  News  1979;  still  in  red.  Sold 
TV  stations;  expanding  cable.  C.K. 
controls;  fewer  than  15  family 
members  share  ownership  of  firm 
worth  minimum  $325  million. 


lltfilonne// 


St.  Louis.  Family  of  James  S.  Mc- 
Donnell Jr.  (Mr.  Mac),  who  quit  as 
Glenn  L.  Miller  Co.  engineer  to 
found  McDonnell  Aircraft  Corp. 
1939.  Introduced  Phantom  1946; 
first  U.S.  jet  to  take  off  and  land  on 
aircraft  carrier.  Company  bloomed 
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with  post-WWII  jet  fighters. 
Merged  with  Douglas  Aircraft 
1967,  now  McDonnell  Douglas 
Corp.,  nation's  second-largest  de- 
fense contractor  and  commercial 
aircraftmaker  ($8.1  billion  sales), 
fames  died  1980;  firm  now  run  by  2 
sons,  nephew;  diversifying  into 
computer  services.  Family  controls 
15%  of  firm.  Excluding  founda- 
tions, net  worth  over  $230  million. 


//,//, 
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NYC  area,  et  al.  Three  generations 
have  controlled  McGraw-Hill,  Inc. 
since  James  H.  McGraw  Sr.  got 
piece  of  magazine  1880s  in  lieu  of 
unpaid  subscription  commissions. 
American  Journal  of  Railway  Appli- 
ances launched  1882.  Now  62  pub- 
lications (e.g.,  Engineering  News- 
Record),  13  news  services,  4  TV  sta- 
tions. Also  Standard  &  Poor's,  huge 
book  division,  information  sys- 
tems, etc.  Revenues  $1.3  billion. 
Current  patriarch  and  chairman 
Harold  Jr.,  66;  led  successful  fight 
against  American  Express  takeover 
bid  1979.  "They  thought  this  was  a 
family  company  with  golf  clubs  be- 
hind the  door."  About  30  scattered 
descendants  share  roughly  20%, 
worth  $475  million. 


li/wdy 


Galveston,  Tex.  Descendants  of 
William  Lewis  Moody  Jr.  (1865- 
1954),  cotton  broker,  founded 
American  National  Insurance  Co. 
1905;  1907  law  forcing  out  non- 
Texan  insurers  vast  bonanza;  1983 
assets  $3.4  billion.  Built  banking, 
ranching,  hotel,  etc.  empire.  (In  De- 
pression, Conrad  Hilton  sold  out  to 
Moody  under  gentleman's  agree- 
ment, bought  back  for  same  price 
after.)  For  years  dominated  Galves- 
ton: "The  city  ought  to  be  named 
Moodyville."  Family  long  split,  re- 
cently reconciled.  Now  3  principal 
members  control  over  70%  ANI, 
Moody  National  Bank,  etc.  Net 
worth  well  over  $350  million. 


.^W 


Flint,  Mich.,  et  al.  Widow  and  de- 
scendants of  Charles  Stewart  Mott, 
who  in  1909  sold  49%  of  wheel  and 
axle  manufacturer  Weston-Mott 
Co.  to  fledgling  GM;  sold  rest  1912; 
paid  entirely  in  stock.  As  v. p.  ran 
Detroit  end  of  GM  1917-37.  Also 
chmn.  U.S.  Sugar  Corp.  Three-time 
mayor  Flint  ("the  town  that  Mott 
built").  Fourth  wife  and  widow 
Ruth  Rawlings,  83,  a  distant  cous- 
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in.  Also  6  children,  last  sired  age  67 
(5  survive).  Died  1973;  much  family 
wealth  managed  by  son  Harding 
from  Mott  Family  Office  (MFO)  in 
Flint.  Son  Stewart  black  sheep: 
"a  professional  philanthropist;" 
gives  to  birth  control,  peace  groups. 
Family's  stakes  in  GM,  U.S.  Sugar 
(including  sales),  Continental  Wa- 
ter alone  worth  over  $300  million. 

Seattle.  John  W.  Nordstrom,  Swed- 
ish immigrant  1888,  with  $5.  Went 
west  as  logger  and  miner,  made 
$13,000  in  1896  Klondike  Gold 
Rush.  Opened  Wallin  and  Nord- 
strom Shoes,  Seattle,  1901.  Bought 
out  Wallin  1929,  turned  over  to  3 
sons  1930.  Became  largest  indepen- 
dent U.S.  shoe  chain  1963;  diversi- 
fied; went  public  1973.  Third  gen- 
eration runs  38  stores,  a  leading 
specialty  apparel  retailer  (sales  over 
$780  million).  Employees  all  begin 
on  sales  floor,  incl.  family.  Grand- 
son Bruce:  "There's  nothing  special 
about  what  we  do.  When  the  cus- 
tomer talks,  we  jump."  Also  51% 
Seattle  (football)  Seahawks.  Some 
25  relatives  share  47%  of  Nord- 
strom, Inc.,  worth  $250  million. 


€* 


<:////<>/' 


Victoria,  Tex.  Descendants  of 
Thomas  O'Connor  (d.  1887),  who 
built  500,000-acre,  100,000-head 
ranching  empire  in  south  Texas. 
Family  land  holdings  include  part 
of  Tom  O'Connor  oilfield/  one  of 
most  productive  in  Texas.  Numer- 
ous descendants  still  hold  empire. 
•Among  most  private  people  in 
State.  Family  branched  into  bank- 
ing (Victoria  Bankshares)  to  have  a 
place  to  deposit  their  own  money. 
Great-great-grandson  and  current 
patriarch  Dennis  O'Connor,  recent- 
ly bank  chairman,  is  family  leader. 
Minimum  net  worth:  $750  million. 


Ovdu, 
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Origin:  St.  Paul.  Minnesota  Mining 
&  Manufacturing  Co.  (3M).  Legend: 
in  late  1904,  2  shares  =  1  shot 
cheap  whiskey.  Lucius  P.  Ordway, 
plumbing  supply  executive,  in- 
duced to  pay  3M's  debts  1905,  build 
sandpaper  factory.  Sunk  over 
$200,000  until  1912  when  William 
Mc  Knight    (see    Virginia    McKn 


Binger)  began  upgrading  product. 
First  dividend  paid  1916.  Now  $7 
billion  (sales)  industrial  giant;  mak- 
er adhesives,  abrasives,  office 
equipment,  etc.  Grandson  John  G. 
Ordway  Jr.  last  family  connection 
(director).  Ordway  trust  (7%  of  3M) 
worth  $400  million  when  distribut- 
ed 1979  to  over  50  descendants. 

z/eai 

Origin:  Philadelphia.  Joseph  New- 
ton Pew  Sr.  founded  Sun  Oil  Co. 
1886;  developed  early  techniques  to 
capture  natural  gas,  pipe  it;  bought 
big  into  legendary  Spindletop,  Tex. 
oil  strike  1901;  died  1912,  at  his 
desk.  Son  J.  Howard  president 
1912-47,  last  Pew  to  run  firm,  came 
back  as  chairman  1963-69.  Family 
now  far-flung.  Great-grandson 
Andy,  48,  president  of  Sun  subsid- 
iary, last  Pew  in  management: 
"The  idea  [that  the  Pews  are]  some 
sort  of  monolith  with  family  meet- 
ings is  out  of  storybooks."  Over  200 
members  share  some  6%  Sun  Co., 
worth  $350  million.  Does  not 
count  $1.8  billion  in  7  foundations 
that  vote  another  25%  Sun  Co. 


Origin:  Pittsburgh.  Steel  pioneer 
Henry  Phipps  (1839-1930),  Phila- 
delphia cobbler's  son,  as  a  child 
moved  to  Allegheny,  Pa.;  neighbor: 
Andrew  Carnegie.  When  Carnegie 
sold  out  to  J.P.  Morgan  1901, 
Phipps  got  $50  million;  took  stock 
while  Carnegie  took  bonds.  Set  up 
Bessemer  Trust  1907,  split  among  5 
children.  Now  in  5th  generation, 
some  200  members,  many  New 
York  and  Florida;  long  divided  over 
management  of  trusts.  Family 
member:  "I'm  rich  because  I'm  a 
Phipps,  and  I  suppose  if  I  become 
poor,  it'll  be  because  I'm  a  Phipps." 
Vast  holdings  in  securities,  real  es- 
tate, shipping,  oil  and  gas  worth 
over  $1.2  billion,  excluding  stakes 
of  Howard  Phipps  Jr.  and  Anne 
Phipps  Sidamon-Eristoff  (which  see). 


{Pipott 


Seattle.  William  Pigott  Sr.  made 
railcars,  equipment  for  logging  in- 
dustry 1905;  formed  Pacific  Car  & 
Foundry.  Sold  1924;  sons  Paul,  Wil- 
liam rebought  1934.  Built  tanks, 
tugs  WWII,  then  heavy-duty  trucks: 


Kenworth,  Peterbilt  lines,  "the 
Rolls-Royces  of  trucking."  Now 
$1.4  billion  (sales)  PACCAR  Inc., 
2nd-largest  truckmaker  with  some 
20%  U.S.  market;  15  factories  in  5 
countries.  Dart  Truck  line  sold 
1984  to  Texas'  Davis  brothers 
(which  see).  Suffers  least  from  reces- 
sion: all  trucks  custom  built,  high 
quality,  high  price.  Paul's  son 
Charles,  55,  is  pres.;  fewer  than  25 
Pigotts  believed  to  own  at  least  a 
third  PACCAR.  With  real  estate, 
lumber  prod.,  timberlands,  family's 
net  worth  exceeds  $300  million. 

Bryn  Athyn,  Pa.,  et  al.  John  Pit- 
cairn,  devout  Scottish  immigrant, 
former  telegrapher  from  Pennsylva- 
nia RR,  founded  glassmaking  plant 
beside  Allegheny  River  1883. 
Squabble  between  partners  yielded 
2  companies,  Pitcairn's  PPG  Indus- 
tries and  rival  Libbey-Owens-Ford. 
John  began  adding  chemicals,  died 
1916.  Heirs  kept  equity  interest 
(now  14%  stock)  in  firm,  hired  oth- 
ers to  manage.  John  helped  found 
Swedenborgian  church  in  Bryn 
Athyn,  son  Raymond  designed  ca- 
thedral. Today,  18  grandchildren, 
234  other  descendants  share  in 
family  holding  firm,  Pitcairn  Co., 
worth  at  least  $500  million. 

c/  ulitxew 

St.  Louis  and  scattered.  Joseph  Pu- 
litzer (1847-1911),  poor  Hungarian 
immigrant,  sometime  politician, 
bought  bankrupt  Post-Dispatch  1878, 
stressed  muckraking:  "The  crusade 
was  simply  the  Pulitzer  personality 
in  print."  Bought  New  York  World; 
became  leading  U.S.  paper,  now  de- 
funct. With  W.R.  Hearst,  put  "yel- 
low journalism"  in  the  language 
with  the  Spanish-American  War. 
Founded  first  journalism  grad 
school,  Columbia  1903;  also  Pulit- 
zer Prize.  Company  (2  papers,  1  ra- 
dio station,  7  TV)  now  run  by 
grandson  Joseph  Jr.,  71.  Grandson 
Peter,  54,  recently  shook  Palm 
Beach  with  mucky  divorce.  Heirs 
worth  minimum  $450  million. 


3ftee</ 


Seattle,  et  al.  Descendants  of  Sol  G. 
Simpson,  who  cofounded  Simpson 
Timber  predecessor  1890.  Was 
"sleepy  lumber  co."  until  after 
WWII,  when  grandson  William 
Reed  Sr.,  now  76,  began  aggressive 
expansion;  added  papermaking 
1951.  Now  in  fourth  generation; 
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HIGH  PROFILE. 


The  ultimate  recognition  from  your  bajpKer.  A  gold  MasterCard  car 


still  tightly  held  (over  90% );  run  by 
William  Jr.,  45.  Firm  emerged  1980 
as  "mystery  buyer"  of  nearly  9% 
Diamond  Int'l;  sold  1981  for  gain. 
Books  show  $18  million  net  profit 
on  $760  million  revenues  1983,  but 
timber  values  understated.  Be- 
lieved to  hold  at  least  150,000  acres 
redwood,  250,000  other  in  U.S., 
Canada.  Fewer  than  30  descendants 
share  fortune  worth  well  above 
$300  million.  Recently  bought  out 
handful  of  nonfamily  shareholders. 

NYC  and  Rye,  N.Y.  Jack,  17,  start- 
ed as  small  Bronx  builder  1928, 
moved  to  Manhattan  1950s; 
bought,  held  properties.  Still  runs 
company;  active  Jewish  charities. 
Son  Burton,  47,  is  chief  operating 
officer  Jack  Resnick  &  Sons,  Inc. 
Own  5  million  sq.  ft.  NYC  office 
space,  plus  thousands  of  apart- 
ments. Recently  completed  new 
Prudential-Bache  building  at  South 
Street  Seaport.  Built,  sold  Florida 
condos  since  1968.  Equity  easily 
exceeds  $350  million,  but  have 
partners,  principally  Belfers  (see  Ar- 
thur). Share  net  worth  over  $250 
million.  Denied  by  them. 

.  Afr/tft  yaMui 

N.  Carolina,  Connecticut,  et  al. 
Lunsford  Richardson  sank  life  sav- 
ings ($8,000)  into  small  Greens- 
boro, N.C.  pharmacy,  sold  1907  to 
finance  creation:  Vicks  Vaporub.  "I 
had  a  vision.  I  dreamed  dreams  of  a 
worldwide  business."  Son  H.  Smith 
Sr.  (d.  1972)  principal  builder  Vicks 
Chemical;  soared  in  post-WWI  flu 
epidemic;  went  public  1925.  As 
Richardson-Merrell  Inc.  (Cepacol, 
Bendectin),  sold  to  Dow  Chemical 
1981;  family  got  $80  million  stock, 
created  Richardson- Vicks  (Cleara- 
sil,  NyQuil).  Wealth  in  5  branches, 
some  150  members,  5  at  business 
core.  Despite  vast  almsgiving  by  H. 
Smith  wing,  own  over  20%  R-V, 
50%  Piedmont  Management,  other 
stocks,  real  estate,  worth  mini- 
mum $250  million. 

cnetn  o/  II  t//t<uu  zKoeKei&llew 

Greenwich,  Conn.,  NYC  and  var- 
ious. William  Rockefeller  (1841- 
1922),  genial  brother  of  John  D.  and 
cofounder    of    Standard    Oil,    ran 


Standard  of  N.Y.  (now  Mobil)  until 
Supreme  Court  dissolution  1911; 
owned  roughly  12.5%  of  "Trust," 
plus  much  RR,  utility  stock.  Two 
sons  married  daughters  of  James 
Stillman,  head  of  National  City 
Bank  of  N.Y.  (now  Citicorp  and 
family's  H.Q.).  Two  daughters  mar- 
ried into  other  fortunes:  McAlpin, 
Dodge.  Still  much  Greenwich  land; 
stocks  (mostly  energy-related)  con- 
servatively managed,  highly  decen- 
tralized; some  directed  from  fam- 
ily's Indian  Rock  Corp.  (NYC)  by 
great-grandson  Andrew  Carnegie 
Rockefeller,  55.  Over  75  heirs  share 
over  $300  million,  most  in  trusts. 
Fortune  not  keeping  pace  with  fam- 
ily growth.  Andrew:  "They  seem  to 
be  multiplying  pretty  fast."  (See 
also  many  descendants  of  John  D.) 

NYC.  Rose  Associates  one  of 
NYC's  oldest,  largest  investment 
builders  of  apartments.  David,  93, 
began  in  Bronx  1920s,  later 
switched  to  more  profitable  Man- 
hattan. Now  3  nephews,  all  broth- 
ers and  Yale  grads,  in  charge.  Chair- 
man Frederick  handles  construc- 
tion; President  Daniel  handles 
planning,  while  Elihu  manages. 
Own  and/or  manage  vast  residen- 
tial/commercial properties  Man- 
hattan, Boston,  Washington,  D.C., 
etc.;  many  with  institutional  part- 
ners. Keep  low  profile,  well-re- 
spected. "They're  not  flamboyant, 
they're  responsible."  Deny  having 
substantial  equity  base  in  own 
properties,  but  knowledgeable 
peers  say  otherwise.  Estimated  net 
worth  well  over  $200  million. 

c/iosenAwt/a 

Philadelphia  area,  NYC,  et  al.  Ju- 
lius Rosenwald,  mail-order  sales 
pioneer,  bought  out  Alvah  Roebuck 
(1895)  and  Richard  Sears  (1908).  His 
idea  worked:  suburban,  rural  retail- 
ing. Firm  now  largest  general  mer- 
chandise retailer  (over  $35  billion 
sales).  Family  still  said  to  hold 
much  stock,  though  well  hidden, 
plus  many  other  investments.  Son 
Lessing  (d.  1979),  former  Sears 
chmn.,  was  one  of  world's  leading 
art  and  print  collectors.  Daughter 
Edith  Stern  (d.  1980)  fought  segre- 
gation in  South.  Son  William,  81 
(first  pres.  United  Jewish  Appeal), 


now  richest  member,  over  90% 
American  Securities  Corp.;  con- 
trols Ametek.  "Old  J.R."  and  dis- 
persed heirs  well  known  for  huge 
philanthropy;  their  private  wealth 
should  far  exceed  $300  million. 

Origin:  Akron,  Ohio.  Galen  J. 
Roush,  lawyer,  joined  younger 
brother  Carroll  in  small  trucking 
business  during  Depression.  Care- 
ful records  helped  Roadway  Express 
secure  key  routes  (early  1950s,  after 
16  years  in  court).  Galen  was  ex- 
tremely private:  "A  whale  would 
never  be  harpooned  if  he  didn't 
swim  to  the  surface."  Against  his 
wishes,  Carroll  sold  to  public  1956, 
went  west  to  buy  his  own  trucker. 
Roadway  Services  now  one  of  big- 
gest freight  truckers;  sales  $1.3  bil- 
lion. Careful  labor  management 
has  produced  steady  profits.  Galen 
died  1976;  2  children  (directors),  2 
stepchildren  share  at  least  17% 
Roadway,  worth  over  $200  million. 

Portland,  Ore.;  Palm  Springs.  4  sur- 
viving sons  of  junkman  Samuel 
Schnitzer,  who  with  Harry  Wolf 
built  Alaska  Junk  Co.  early  1900s; 
Oregon  Steel  Mills.  Sons  expanded; 
did  well  scrapdealing  after  WWII. 
Wolfs  bought  out  amid  bitterness 
1958.  Son  Leonard,  59,  heads 
Schnitzer  Group:  steel  products 
($80  million  sales);  Lasco  Shipping 
(some  18  Liberian  carriers).  Also  2 
tankers  chartered  to  Texaco;  vast 
property  Portland,  Seattle,  San 
Francisco  area,  Guam.  Scrap  group 
one  of  biggest  U.S.  (60,000  tons/ 
month).  Son  Harold,  61,  quit  1950 
to  form  HARSH  Investments  (real 
estate).  All  shun  high  debt,  high 
lifestyles.  May  be  Oregon's  richest 
clan;  charitable;  private.  Wealth  ex- 
ceeds $250  million;  they  deny. 

Jcw/i/u  (S.W.) 

Origin:  Cincinnati.  Populist  Edward 
Wyllis  Scripps  (1854-1 926)  launched 
Cleveland  Press  1878;  grew  into  once- 
largest  U.S.  chain.  Family  long  feud- 
ing: E.W.  broke  early  from  half- 
brother  James  (see  below),  who 
formed  own  firm.  Children  of  E.W. 
also  split:  1  grandson  runs  separate 
chain  (see  Edward  Wyllis  Scripps),  6 
other  grandchildren  and  their  offspr- 
ing own  some  88%  E.W.  Scripps  Co. 
(private),  68%  Scripps-Howard 
Broadcasting  (traded).  Latter  run  by 
minority    Howard    family    (12%); 
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The  widest  seat  in  the  air. 


British  Airways'  Super  Club  business 
class  has  seats  so  wide,  you  almost 
have  to  create  novel  ways  to  get  them 
on  the  plane! 

What's  more,  there  are  only  six  of 
them  across,  so  you'll  always  sit  next 
to  a  window  or  an  aisle.  And,  of 
course,  there's  always  our  renowned 


British  efficiency  and  impeccable 
service.  Plus,  you  can  count  your 
flight  miles  toward  your  American 
AAdvantage"  travel  award  plan.  No 
wonder  that  British  Airways  is  the 
world's  favourite  airline. 

Call  your  travel  agent  or 
corporate  travel  department.       The  World's  Favourite  Airline" 


984  British  Airways 
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tjramwu  Kytcw-iwneb 


mostly  evening  papers.  Sold  mon- 
eylosing  Press  1980,  UPI  wire  ser- 
vice 1982.  Now  15  dailies  (circ.  1.5 
million),  etc.;  nonfamily  CEO  try- 
ing turnaround.  This  scattered 
branch  (40  plus)  worth  minimum 
$550  million.  Trust  dissolves  after 
deaths  of  4  eldest  grandchildren. 


Jcvififu   (fl.$.) 


Detroit  area;  La  Jolla,  Calif.,  et  al. 
James  Edmund  Scripps  (1835-1906), 
English  immigrant,  conceived  radi- 
cal departure  from  flowery,  elitist 
papers  of  his  time:  short,  simple 
stories  for  working  class  (the  "peo- 
ple's press").  Started  Detroit  (eve- 
ning) News  1873;  borrowed  much; 
had  family  sell  farm.  Big  success; 
formula  used  elsewhere.  Bitter  split 
from  half-brother  E.W.  (see  above) 
early  1900s.  Now  Evening  News 
Association  run  by  great-grandson 
Peter  Bruce  Clark  (9  papers,  5  TV 
stations,  2  radio);  heirs  own  nearly 
all.  Booth  Newspapers  sold  to  New- 
house  1976  for  $300  million;  fam- 
ily's stake  34%.  Over  50  descen- 
dants share  minimum  net  worth  of 
$400  million. 


Jcuwu 


Dwight  and  Buffalo,  111.;  Beatrice, 
Nebr.  Descendants  of  "Lord"  Wil- 
liam Scully,  moneyed  Irish  immi- 
grant who  traveled  through  Mid- 
west mid- 1800s  with  small  spade 
to  sample  soil  quality.  Acquired 
nearly  250,000  acres  rich  farmland 
("Scullyland")  in  111.,  Kans.,  >Nebr., 
Mo.;  leased  to  hundreds  of  tenant 
farmers.  Also  swampland  with  oil, 
La.  "Neither  lord  nor  viscount,  but 
a  gentleman  .  .  .  given  title  of  'lord' 
by  people  of  Illinois."  Divided  es- 
tate between  2  sons.  Sold  Missouri 
land  1941  to  government.  Now,  4 
grandsons  and  their  children  own 
over  200,000  acres.  Family  worth 
could  exceed  $200  million. 


kjAo/u 


Origin:  Boston.  4  Shapiro  brothers, 
Russian  immigrants,  started  East- 
ern Baking  Co.,  producer  ice  cream 
cones  1911.  Moved  to  Baltimore, 
thinking  ice  cream  more  popular  in 
South.  Built  into  Maryland  Cup 
Corp.,  largest  maker  cones,  straws; 
also  leading  producer  disposables, 
paper  goods  for  hospitals,  fast-food 


chains,  stadiums.  Company  closely 
run  from  different  cities:  Baltimore, 
Chicago,  Boston,  et  al.  Sold  to  Fort 
Howard  Paper  Co.  1983.  Three  fam- 
ily members  now  Fort  Howard  di- 
rectors. Samuel:  "Directors  don't 
run  a  business,  professionals  do." 
Family's  50% -plus  of  firm,  shared 
by  70  members,  brought  over  $240 
million  aftertax. 

Origin:  Chicago.  Four  Smith  broth- 
ers bankrolled  2  Swedish  tool- 
makers  to  cofound  Illinois  Tool 
Works  1912.  Now  tools  (under  5% 
sales)  eclipsed  by  components 
(43%),  nuts,  bolts,  glue  production 
(27%).  Many  items  sell  under  1 
cent.  Adds  up:  annual  sales  $500 
million.  Into  plastics  early  1960s 
with  invention  of  now-ubiquitous 
plastic  6-pack  carrier.  Created  in- 
ventors-only "patent  society"  to 
spur  innovation:  180  members. 
Harold,  51,  3rd  generation,  chairs 
exec,  comm.;  also  big  111.  Republi- 
can fundraiser.  Father  Harold  Sr., 
75,  his  cousin  Edward,  75,  both  di- 
rectors. Three  control  family's  28% 
ITW,  also  15%  Northern  Trust 
Corp.  Worth  exceeds  $265  million. 


A> 


Chicago.  Joseph  Stone  (d.  1936)  left 
Russia  about  1890.  Pooled  $2,300 
1926  with  sons  Norman  and  Mar- 
vin, later  Jerome,  for  forerunner  of 
Stone  Container  Corp.  Sold  paper 
shipping  supplies;  corrugated  con- 
tainers from  1933.  Third-genera- 
tion CEO  Roger,  "aggressive,"  con- 
vinced family  1979  not  to  sell  for 
$120  million  to  Boise  Cascade. 
"Boise  had  shaken  hands  with  3 
senior  Stones."  Stone  Container 
worth  3  times  that  offer,  doubled 
sales  buying  some  Continental 
Group  operations  1983  for  $510 
million.  Brothers,  6  third  genera- 
tion, children  hold  stock,  other  as- 
sets, worth  at  least  $200  million. 


Jfoon 


Detroit.  18th-century  German 
brewers;  young  Bernhard  arrived 
Detroit  1850  with  $150;  brewed, 
delivered  door-to-door  with  wheel- 
barrow. Stroh  Brewery  grew  slowly; 
survived  Prohibition  by  making  ice 
cream  (still  does);  lately  survived 


cutthroat  competition  by  going  na- 
tional. Great-grandson  and  CEO 
Peter,  56,  persuaded  family  to  buy 
F&M  Schaefer  for  roughly  $70  mil- 
lion (1980-81),  Schlitz  for  70% -fi- 
nanced $500  million  (1982).  "Fam- 
ily sacrifice  is  one  reason  we  oper- 
ate successfully."  Third-largest 
brewery:  $1.5  billion  sales,  10 
brands  (plus  5  lite),  25  million  an- 
nual bbls.  Still  private,  closely  held; 
4  Strohs  at  top,  but  nearly  30  con- 
trol 100%.  Counting  debt,  family 
worth  at  least  $300  million. 

NYC.  Adolph  S.  Ochs  (1858-1935) 
bought  New  York  Times  1896  for 
$75,000;  alternative  to  era's  "yel- 
low journalism"  became  one  of 
world's  most  respected  newspa- 
pers. Strained  during  1950s,  1960s: 
high  labor  costs,  readers'  flight  to 
suburbs.  Today  run  by  grandson  Ar- 
thur Ochs  (Punch)  Sulzberger,  58, 
who  began  modernization,  diversi- 
fication 1970s.  Paid  off:  Firm  now 
owns  29  regional  papers,  5  maga- 
zines, 3  TV  stations,  2  radio,  book 
company,  cable,  etc.;  1983  rev- 
enues $1.1  billion.  Punch  and  ma- 
triarchal mother  Iphigene,  92,  pre- 
side over  trust  (to  end  upon  her 
death)  that  controls  New  York 
Times  Co.  With  stock  sales,  for- 
tune exceeds  $400  million. 

San  Francisco.  Real  estate  magnate 
Ben  Swig  (d.  1980)  operated  in  Bos- 
ton while  partner  Jack  Weiler  (see 
family)  operated  NYC;  moved  to 
San  Francisco  1946;  bought  com- 
mercial property,  developed  exclu- 
sive 4-hotel  Fairmont  chain  (S.F., 
New  Orleans,  Dallas,  Denver), 
bought  the  Weilers'  interest  1982. 
Son  Melvyn,  67,  heads  real  estate 
operations;  college  hockey  player, 
once  owned  predecessor  of  Minne- 
sota North  Stars.  Son  Richard,  59, 
runs  hotels.  Cooperative  but  sepa- 
rate: "Melvyn  does  his  thing,  and  I 
do  mine."  Son-in-law  Richard  Din- 
ner, 63,  comanages  vast  holdings. 
These  3  share  fortune  worth  mini- 
mum $300  million.  Richard: 
"You're  so  far  off  on  the  facts." 


KsemAte 


Diboll,  Tex.,  et  al.  Thomas  Louis 
Latane  Temple  Sr.  bought  7,000 
acres  Texas  timber  1893.  Son  Ar- 
thur inherited  200,000  acres  and 
debt-ridden  company  1934;  griped: 
"What  does  it  profit  a  man  to  own 
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YOUR  COMPUTERS 
SPEAK  FOR  THEMSELVES. 


Our  Password™  modem 
is  the  new  conversa- 
tion piece  that  lets 
one  computer  talk  to 
another.  It  transmits 
and  receives  informa- 
tion through  telephone 
lines  for  viewing,  storage  and 
print  out.  And  you  can  delegate  a  lot 
of  responsibility  to  Password™.  It  auto- 
matically dials  and  answers.  Even  knows  when 
to  disconnect. 

Consider  the  tremendous  advantages.  You  can 
send  and  receive  text  at  120  characters  a 
second.  You  can  input  or  output  hundreds  of 
words  by  phone  from  or  to  any  computer  any- 
where in  the  U.S.  and  Canada  for  less  than  the 
cost  of  next  day  delivery  service.  And 


Password™  doesn't 
deliver  overnight.  Be- 
cause it's  immediate. 

Consider  the  diversified, 
easy-to-compute  benefits  of 
swift,  accurate  transmission  of  in- 
formation from  headquarters  to  field 
and  from  office  to  office  —  even  a  direct 
link-up  between  your  home  computer  and 
one  in  your  company. 

Now  consider  that  you  can  buy  a  hard-working 
Password™  modem  for  only  $449.  And  you'll 
consider  getting  on  the  phone  yourself.  To 
your  purchasing  agent. 


TM 


by  U.S.  Robotics,  Inc. 


TM. 


I  •FStfl  1123  W.  Washington 
,^Xth|  Chicago,  IL  60607 
VrnuJ  Phone:  (312)  733-0497 
Outside  Illinois:  1-800-DIAL  USR 


the  whole  world  if  he  has  no  mon- 
ey?" By  1973  half-million  acres  lov- 
ingly tended  forest,  earning  $9.6 
million  a  year,  run  by  grandson  Ar- 
thur Jr.  (from  1951).  He  "integrated 
forward"  by  merging  with  Time 
Inc.,  became  vice  chairman.  Time 
spun  off  Temple-Inland  1984;  Ar- 
thur, 64,  now  chairman  T-I;  also 
runs  family  investment  company. 
Some  20  descendants  own  roughly 
13%  Time,  13%  T-I,  other  invest- 
ments. Despite  fall  in  Time  stock, 
still  worth  well  over  $430  million. 

(iiAietn 

Milwaukee,  et  al.  Descendants  of  4 
Uihlein  brothers.  August  was  first 
to  emigrate  from  Germany  1850; 
worked  in  uncle's  brewery.  Aunt 
remarried,  changed  her  name; 
changed  co.  name  to  Jos.  Schlitz 
Brewing  Co.  Brothers  took  over 
1875  on  Joseph  Schlitz'  death.  Uih- 
leins  held  firm  closely  until  1961 
public  offering,  ran  it  to  1976.  An- 
nual stockholder  meetings  were 
like  family  reunions:  75  of  250  at- 
tending 1974  were  kin.  Schlitz  lost 
top  market  slot  late  1950s,  slipped 
to  third  1970s.  Sold  out  to  Stroh 
Brewery  (see  family)  1982;  last  Uih- 
lein left  firm  1983.  Some  450  de- 
scendants tendered  nearly  20  mil- 
lion shares  for  almost  $350  million. 


Ltfiionf 


Kalamazoo,  Mich.  Descendants  of 
Drs.  Henry  and  William  Erastus 
Upjohn:  Brothers  developed  first 
readily  dissolvable  pill  (allowing 
accurate  dosages).  Founded  Upjohn 
Pill  &  Granule  Co.  1886;  started 
R&D  lab  1914;  oral  digitalis  tablet 
for  heart  therapy  1919;  later  antibi- 
otics, oral  antidiabetes  drugs,  etc. 
Hastened  penicillin  production 
WWII.  Went  public  1958;  first  out- 
side director  1968.  Today's  Upjohn 
Co.  (makers  Motrin,  Kaopectate, 
Unicap  vitamins)  approaching  $2 
billion  sales;  headed  by  husbands  of 
2  granddaughters  of  founder  W.E. 
Over  20  descendants  share  roughly 
30%  of  stock,  worth  $500  million. 


Wetter 


NYC.  Jack  Weiler,  79,  operated  in 
New  York  while  late  partner,  cous- 
in, Ben  Swig  (see  family)  handled 
Boston,   then  San  Francisco.  Top 


lease  locater,  broker  for  big  retail 
chains  1940s,  1950s.  Acquired 
commercial  properties  mostly 
NYC;  also  Houston,  Cincinnati, 
etc.  Former  chmn.  United  Jewish 
Appeal;  now  reportedly  spends 
most  of  time  with  charities.  Son 
Alan  serves  as  company  attorney; 
son-in-law  Robert  Arnow  most 
visible  member  otherwise  reticent 
family.  Half-interest  Fairmont  Ho- 
tels sold  to  Swigs  1982  for  estimat- 
ed $150  million;  still  share  other 
properties.  Three  share  fortune 
worth  over  $350  million. 


//  c  tfewiaeulev 


St.  Paul,  Seattle,  et  al.  Frederick 
(1834-1914)  emigrated  from  Ger- 
many age  18.  Sawmill  where  he 
worked  went  bust  1858;  he  took 
over.  Became  leading  timber  baron; 
cut  swath  from  St.  Paul  to  Pacific. 
Bought  900,000  acres  1900  from  RR 
magnate  James  J.  Hill  for  $6  an  acre: 
"The  only  times  I  ever  lost  money 
were  when  I  didn't  buy."  Tangled 
with  preservation-minded  Teddy 
Roosevelt;  targeted  by  muckrakers. 
Family  still  owns  about  10% 
Weyerhaeuser  Co.;  great-grandson 
George  is  CEO.  Also  33%  Potlatch, 
11%  Comshare,  banking,  many  pri- 
vate firms.  Some  200  descendants 
share  at  least  $650  million. 


II  (tiften/m-PQ 
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Amarillo,  Tex.  Descendants  of  sod 
farmer  James  A.  Whittenburg  (d. 
1920),  whose  son  George  home- 
steaded  Panhandle  ranch  1898. 
Now  40,000  acres,  250,000  more  in 
N.M.,  40,000  in  Colo.;  ranching,  oil 
and  gas  under  much  of  it.  Com- 
plains senior  family  member  Sam- 
uel: "It's  always  questionable 
whether  you  will  make  any  money 
or  whether  you  will  be  in  business 
next  year."  Once  owned  all  major 
Amarillo  media,  sold  by  1972  for 
over  $50  million.  Fragmented;  over 
200  family  members  share  fortune 
exceeding  $250  million. 


yVnUfoe 


Southern  California.  Descendants 
of  Mericos  H.  Whittier,  oilman,  co- 
founder  (1911)  Belridge  Oil;  pres. 
until  his  death  1925.  Company  sold 
to  Shell  Oil  1979  for  $3.6  billion,  at 
time  largest  takeover  ever.  Family 


received  $675  million;  $200  mil- 
lion-plus to  taxes,  remainder  to  4 
children,  grandchildren,  et  al.  Ex-, 
tremely  private.  Considerable  other 
holdings,  including  M.H.  Whittier 
Co.,  family  oil  company.  Net  worth 
exceeds  $600  million. 

l/^ifUk 

Chicago.  Arthur  M.  Wirtz  (King  Ar- 
thur to  friends)  began  buying  Chi- 
cago real  estate  1920s.  Eye  for  De- 
pression bargains;  feared  mort- 
gages. With  grain  speculator  Jim 
Norris  (d.  1966),  owned  many 
teams,  promoted  over  50  cham- 
pionship boxing  bouts;  sports  em- 
pire busted  in  antitrust  suit  1957. 
Died  1983;  2  sons,  2  daughters 
share  banks,  liquor  distributor- 
ships, 52%  Chicago  (hockey)  Black 
Hawks,  30%  (basketball)  Bulls, 
over  50  residential  buildings,  farm, 
hotel,  stables,  more.  Son  William, 
54,  is  patriarch  Wirtz  Corp.;  calls 
estimated  minimum  $350  million 
fortune  "absolutely  ridiculous." 

Wo/fe 

Columbus,  Ohio  and  Calif.  14  de- 
scendants of  brothers  Robert  F.  and 
Harry  P.,  builders  of  19th-century 
fortune  based  on  Wear-U-Well 
shoes.  Long  since  diversified  into 
newspaper  (bought  Columbus,  Dis- 
patch 1905),  TV  and  radio  stations, 
investment  banking,  farmland.  Po- 
litically influential;  one  of  Ohio's 
most  powerful  families  ("a  bastion 
of  Republicanism").  Grandson  Ed- 
gar was  Dispatch  publisher;  died  in 
plane  crash  1975.  Founders'  grand- 
sons John  W.  and  John  F.  (cousins) 
are  patriarchs  today.  Total  family 
worth  minimum  $300  million. 


yvo/fL 


iOH 


Miami  Beach.  Descendants  of 
Mitchell  Sr.,  founder  of  Wometco 
Enterprises  1925  with  one  movie 
theater  downtown  Miami.  Expand- 
ed steadily:  "People  go  to  the  mov- 
ies even  in  recessions."  Florida's 
first  TV  station  1949.  By  1984,  6  TV 
stations,  1  radio,  85  cinema 
screens.  Also,  cable,  real  estate,  soft 
drink  bottlers,  vending  machines, 
videogames — from  Alaska  to  Carib- 
bean. Mitchell  Sr.  died  1983. 
Mitchell  Jr.  (consummate  interest 
in  arts,  lives  like  "Medici  prince") 
and  other  family  uninterested  in 
taking  over  business.  Recent  $1  bil- 
lion buyout  netted  family  $230 
million.  Also  Mitchell  Sr.'s  stock, 
worth  $50  million,  given  to  charity. 
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Adler  1020. 

The  out-write 
pacesetter. 


Like  athletes,  electronic 
typewriters  come  in  all  sizes 
with  varying  degrees  of 
capability.  But  there  can  be 
only  one  winner.  And  that's  the 
Adler  1020. 

Inside  this  outstanding  per- 
former are  features  that  allow 
it  to  outperform  every  elec- 
tronic typewriter  in  its  class. 
To  simplify  text  editing,  it 
has  a  40-character  dis- 
play—one of  the  largest  in 
the  industry;  a2.5K 
storage  memory  that 
eliminates  the  repetitive 
typing  of  short  texts  and 
frequently  used  phrases, 
as  well  as  constant  informa- 
tion for  forms.  There's  also  a 
500-character  correction 
memory  for  rapid  and  easy  cor- 
rection in  and  out  of  the  memory. 
This  triple  threat  combination- 
display  memory  and  correction- 
helps  increase  productivity  by 
providing  error-free,  perfectly  printed 
documents. 

Of  course,  the  Adler  1020  has 
many  other  features  that  automate 
typing:  automatic  centering,  column 


layout,  right  margin  justification,  carrier 
return,  relocation,  decimal  alignment  and 
paragraph  indent.  There's  also  10, 12  and 
15  pitch,  plus  proportional  spacing;  and  a 
variety  of  type  styles  provided  by  whisper- 
quiet  print  wheels. 

And  yet,  with  all  this  built-in  capability, 
plus  communications  and  computer  com- 
patibility, the  1020  is  priced  just  above 
Adler's  least  expensive  office  electronic 
typewriter  model. 

Let  your  authorized  Adler  typewriter 
dealer  show  you  why  the  1020  is  the  odds 
on  favorite  in  any  typing  event.  Return  the 
coupon  today. 
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771 AWLEK 

Mn  TYPEWRITERS 
Adler-Royal  Business  Machines,  Inc. 
1600  Route  22,  Union,  NJ  07083 

I'd  like  to  learn  more  about  the  Adler  1020  electronic 
quiet  writer.  Please  send  the  name  of  my  local 
authorized  Adler  typewriter  dealer 
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No  longer  among 
The  Forbes  Four  Hundred 


Forty-four  individuals  leave  The  Forbes  Four  Hundred 
this  year.  Of  the  superrich  emeriti,  6  died,  1 1  suffered 
financial  setbacks,  6  had  fortunes  that  were  reallocated 
for  various  reasons  and  2  were  removed  as  a  result  of 
further  research.  The  other  19  simply  did  not  keep  pace 
with  a  rising  cutoff  ($150  million). 


Died: 

Clark,  Emory  T.  Elm  Grove,  Wis.  Es- 
timated $220  million  fortune  1983 
(Clark  Oil  &  Refining).  Died  of  cancer 
Feb.  27,  1984,  age  78.  Survived  by  2 
daughters,  3  sons,  a  brother,  24  grand- 
children and  19  great-grandchildren. 
He  and  wife  Helen  were  divorced.  Af- 
ter estate  taxes,  wealth  of  Clark's  de- 
scendants could  easily  exceed  $150 
million. 

Goodan,  Alice  May  Chandler.  Los 
Angeles.  Estimated  $125  million  for- 
tune 1983  (Times  Mirror  Co.  inheri- 
tance). Died  May  26,  1984,  age  91. 
Survived  by  2  sons,  2  daughters,  13 
grandchildren  and  7  great-grandchil- 
dren. (See  Chandler  family,  p.  168;  also 
Harrison  Gray  Chandler,  Ruth  Chandler 
von  Platen,  p.  146.) 

Kroc,  Raymond  Albert.  La  Jolla, 
Calif,  and  Chicago.  Estimated  $450 
million  fortune  1983  (McDonald's 
Corp.).  Died  of  heart  failure  Jan.  14, 
1984,  age  81.  Survived  by  wife  Joan 
Kroc  (see  p.  90),  a  stepdaughter,  4 
granddaughters,  a  brother  and  a  sister. 


Stein,  Doris  Jones.  Beverly  Hills. 
Estimated  $135  million  fortune  1983 
(MCA,  Inc.  inheritance).  Died  after  a 
brief  illness  Apr.  7,  1984,  age  82.  Sur- 
vived by  1  daughter,  2  sons  by  a  first 
marriage,  10  grandchildren  and  13 
great-grandchildren.  Second  husband 
Jules  Stein  (d.  1981)  founded  MCA.  At 
least  one-third  of  Doris'  estate  will 
reportedly  go  to  charity,  the  rest  to 
descendants. 

Thouron,  Esther  Driver  du  Pont. 
Unionville,  Pa.  Estimated  $250  mil- 
lion fortune  1983  (Du  Pont  Co.  inheri- 
tance). Died  following  a  stroke  Mar. 
14,  1984,  age  76.  Survived  by  second 
husband  John,  a  stepson,  a  brother,  a 
half-brother  and  2  sisters.  (See  siblings 
Pierre  Samuel  du  Pont  III,  Willis  Harring- 
ton du  Pont,  Mary  Belin  du  Pont  Faulk- 
ner and  Edith  du  Pont  Pearson,  p.  120, 
also  other  du  Pont  dropouts.) 

Wallace,  Lila  Acheson.  Mt.  Kisco, 
N.Y.  Estimated  $250  million  fortune 
1983  (Reader's  Digest).  Died  of  heart 
failure  May  8,  1984,  age  94.  No  imme- 
diate survivors;  husband  and  maga- 
zine   cofounder   DeWitt    died    1981. 


Wealth  and  voting  stock  has  passed  to 
a  charitable  trust. 


Declined: 

Frost,  Phillip.  Miami.  Age  47.  Esti- 
mated $150  million  fortune  1983  (Key 
Pharmaceuticals,  Inc.).  Sales  and  earn- 
ings at  Key  are  at  record  levels,  but 
stock  down  from  last  year's  high. 
Frost's  fortune  is  approximately  $100 
million. 

Haas,  Peter  E.  San  Francisco.  Age  64. 
Estimated  $141  million  fortune  1983 
(Levi  Strauss  &.  Co.).  Slower  demand 
for  jeans,  cost  increases  and  consolida- 
tion expenses,  including  plant  clos- 
ings, have  pushed  down  company 
earnings.  Stock  price  (and  family  for- 
tune) has  slipped  nearly  50%  since  last 
year.  (See  Haas  family,  p.  175;  also 
brother  Walter,  below.) 

Haas,  Walter  A.  Jr.  San  Francisco. 
Age  68.  Estimated  $155  million  for- 
tune 1983  (Levi  Strauss  &  Co.).  Today 
stock  worth  just  over  half  that 
amount.  (See  brother  Peter,  above.) 

Nielson,  Glenn  E.  Cody,  Wyo.  and 
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We  don't  mean  to  be  sensitive.  But  while  people  every- 
where are  using  more  and  more  of  our  Post-it  self-stick 
notes,  some  people  don't  seem  to  know  what  they're  called. 

Now,  don't  get  us  wrong.  What's  in  a  name?  As  long 
as  people  use  them  and  like  them,  right?  The  point  is, 
while  a  rose  by  any  other  name  may  smell  as  sweet,  a  note 
by  any  other  name  probably  won't  be  sticky  And  reposition- 
able.  And  come  off  as  easily  as  it  goes  on.  Even  on  paper. 

So  next  time  you  need  some  of  those  little  yellow 
sticky  things,  remember  the  name.  Post-it  Notes.  Got  it? 

After  all,  if  that  name  doesn't  stick  in  your  head,  who 
knows  what  you'll  get  stuck  with. 
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Salt  Lake  City.  Age  80.  Estimated 
$125  million  fortune  1983  (oil).  Sold 
much  land  at  below-market  prices  to 
Mormon-related  RLDS  church;  some 
recent  business  ventures  not  doing 
well.  Current  net  worth  is  below  $100 
million. 

Noyce,  Robert  N.  Los  Altos,  Calif. 
Age  56.  Estimated  $155  million  for- 
tune 1983  (Intel  Corp.,  Diasonics,  Inc. 
and  other  investments).  Intel  stock  is 
down  slightly  from  last  year,  but 
Noyce  took  a  $40  million  drop  in  Dia- 
sonics. (See  also  Arthur  Rock,  below.) 
Noyce's  visible  net  worth  now  just  shy 
of  $110  million. 

Pontikes,  Kenneth  Nicholas.  Bar- 
rington,  111.  Age  44.  Estimated  $220 
million  fortune  1983  (Comdisco, 
Inc.).  Company  earnings  were  hurt 
this  year  by  an  IRS  investigation  (and 
temporary  halt)  of  tax-advantaged 
lease  transactions.  With  stock  price 
low,  Pontikes  recently  worth  around 
$75  million. 

Pulte,  William  J.  Detroit.  Age  52. 
Estimated  $235  million  fortune  1983 
(Pulte  Home  Corp.).  Escalating  mort- 
gage rates  have  hurt  his  home-build- 
ing company;  his  stock  has  dropped 
nearly  50%  since  last  year. 

Rock,  Arthur.  San  Francisco.  Age 
58.  Estimated  $160  million  fortune 
1983  (venture  capital).  Fortune  down 
nearly  $50  million  from  Diasonics, 
Inc.  alone.  Altogether,  value  of  visible 
public  stockholdings  has  dropped 
more  than  50% .  Evidence  of  addition- 
al holdings  too  unclear  to  warrant  in- 
clusion this  year. 

Rogers,  Richard  Raymond.  Dallas. 
Age  41.  Estimated  $252  million  for- 
tune 1983  (Mary  Kay  Cosmetics,  Inc.). 
Controls  stock  for  immediate  family 
(including  mother  and  founder  Mary 
Kay  Ash),  recently  worth  about  $100 
million.  Direct  selling  slowing,  com- 
pany earnings  squeezed  by  heightened 
competition  and  downturn  in  recruit- 
ment of  new  sales  personnel. 

Tandon,  Sirjang  Lai.  Chatsworth, 
Calif.  Age  42.  Estimated  $150  million 


fortune  1983  (Tandon  Corp.).  Weak- 
ened profitability  has  helped  lower 
the  value  of  the  company's  stock.  His 
stock  fortune  down  nearly  65%  since 
last  year. 

Turner,  Tom  E.  San  Antonio.  Age 
70.  Estimated  $150  million  fortune 
1983  (Sigmor  Corp.).  Value  of  Dia- 
mond Shamrock  stock  down;  net 
worth  still  exceeds  $100  million. 

Left  behind: 

Cooke,  Phoebe  Hearst.  Woodside, 
Calif.  Age  57.  Estimated  $125  million 
fortune  1983  (media  inheritance).  Es- 
timated value  of  Hearst  Corp.  has  not 
risen  enough  to  keep  her  among  The 
Forbes  Four  Hundred.  (See  Hearst 
grandchildren,  p.  176,  uncles  Wil- 
liam, Randolph  and  David  Hearst,  p. 
114;  also  twin  brother  George  Ran- 
dolph Hearst  Jr.,  below.) 

Davis,  James  Elsworth.  Jackson- 
ville, Fla.  Age  77.  Estimated  $135  mil- 
lion fortune  1983  (Winn-Dixie  Stores, 
Inc.).  Value  of  visible  stockholdings 
(Winn-Dixie,  American  Heritage  Life) 
and  private  ranching  interests  suggest 
fortune  may  not  be  keeping  up  with 
The  Forbes  Four  Hundred.  (See  Davis 
family,  p.  1 70.) 

du  Pont,  Evelyn  Rebecca.  Residence 
unknown.  Age  59.  Estimated  $125 
million  fortune  1983  (Du  Pont  Co. 
inheritance).  No  evidence  her  trusts 
have  increased  in  value  to  $150  mil- 
lion. (See  siblings  John  Eleuthere  du 
Pont,  Jean  Ellen  du  Pont  Sheehan, 
William  du  Pont  III,  also  other  du 
Pont  dropouts.) 

du  Pont,  John  Eleuthere.  Newtown 
Square,  Pa.  Age  45.  Estimated  $125 
million  fortune  1983  (Du  Pont  Co. 
inheritance).  No  evidence  his  trusts 
have  kept  pace  with  The  Forbes  Four 
Hundred.  [See  also  siblings  Evelyn 
Rebecca  du  Pont,  Jean  Ellen  du  Pont 
Sheehan,  William  du  Pont  III  and 
other  du  Pont  dropouts.) 

du  Pont,  William  III.  El  Paso,  Tex. 
Age  32.  Estimated  $125  million  for- 


tune 1983  (Du  Pont  Co.  inheritance) 
No  evidence  his  trusts  have  increasec 
in  value  to  warrant  inclusion.  (Set 
also  siblings  Evelyn  Rebecca  du  Pont 
John  Eleuthere  du  Pont,  Jean  Ellen  dx. 
Pont  Sheehan  and  other  du  Pom 
dropouts.) 

Grainger,  David  William.  Skokie 
111.  Age  56.  Estimated  $135  millior 
fortune  1983  (W.W.  Grainger,  Inc.) 
His  control  of  family  fortune  reducec 
by  breakup  of  trusts,  redistribution  tc 
self,  sister  and  both  their  families.  Hi; 
immediate  family's  visible  fortum 
now  shy  of  $120  million. 

Greenberg,  Maurice  Raymond 
NYC.  Age  59.  Estimated  $125  millior 
fortune  1983  (American  Internationa 
Group,  Inc.).  Stock  value  did  not  keej 
pace  with  The  Forbes  Four  Hundred. 

Groves,  Franklin  Nelson.  Wayzata 
Minn.  Age  53.  Estimated  $140  millior , 
fortune  1983  (construction).  Slov 
growth,  reports  of  weakened  prof  itabil 
ity  for  S.J.  Groves  &  Sons.  Even  witF 
horse  operations,  other  assets,  visibli 
net  worth  is  below  this  year's  cutoff. 

Hall,  Evelyn  Annenberg.  Pain 
Beach.  Age  72.  Estimated  $125  mil 
lion  1983  (publishing  inheritance) 
With  4  Annenberg  sisters  (which  see ;: 
and  families  of  2  deceased,  share 
roughly  65%  of  privately  held  Trian 
gle  Publications.  Value  of  company 
not  high  enough  to  warrant  inclusioi 
of  each  sibling.  (See  also  Walter  Hu\ 
bert  Annenberg,  p.  98.) 

Haupt,  Enid  Annenberg.  NYC.  Ag 
78.  Estimated  $125  million  fortun 
1983  (publishing  inheritance).  (Se 
sister  Evelyn  Annenberg  Hall,  above. 

Hazen,  Lita  Annenberg.  NYC  an« 
Los  Angeles.  Age  74.  Estimated  $12 
million  fortune  1983  (publishing  in 
hentance).  (See  sister  Evelyn  Annen 
berg  Hall,  above.) 

Hearst,  George  Randolph  Jr.  Lo 
Angeles.  Age  57.  Estimated  $125  mil 
lion  fortune  1983  (media  inheritance 
Estimated  value  of  Hearst  Corp.  ha 
not  risen  enough  to  keep  him  amon 
The  Forbes  Four  Hundred.  (See  Hears 
grandchildren,  p.  176,  uncles  Wi 
Ham,  Randolph  and  David  Hearst,  r 
114;  also  twin  sister  Phoebe  Hean 
Cooke,  above.) 

Hooker,  Jeanette  Annenberg.  NY( 
and  Palm  Beach.  Age  79.  Estimate 
$125  million  fortune  1983  (publishin 
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inheritance).  (See  sister  Evelyn  An- 
nenberg  Hall.) 

Jordan,  Thomas.  Healdsburg,  Calif. 
Age  49.  Estimated  $125  million  for- 
tune 1983  (oil,  wine).  Weak  oil  prices, 
lack  of  visible  and  significant  new 
business  activity  suggests  net  worth 
has  not  risen  and  may  have  dropped. 
Jordan:  "Why  don't  you  take  me  off 
the  list  and  give  somebody  else  a 
turn?" 

Lunger,  Mary  Jane  du  Pont.  Wil- 
mington, Del.  Age  68.  Estimated  $125 
million  fortune  1983  (Du  Pont  Co. 
inheritance).  No  evidence  trusts  have 
increased  enough  in  value  to  warrant 
increase  in  fortune  to  $150  million. 
(See  also  other  du  Fonts.) 

Ross,  Wilhelmina  du  Pont.  Mont- 
chanin,  Del.  Age  78.  Estimated  $125 
million  fortune  1983  (Du  Pont  Co. 
inheritance).  No  evidence  trusts  have 
kept  pace  with  a  rising  Forbes  Four 
Hundred.  (See  also  other  du  Ponts.) 

Scurlock,  Eddy  Clark.  Houston. 
Age  79.  Estimated  $125  million  for- 
tune 1983  (oil).  Weak  oil  business 
does  not  suggest  increase  in  Scur- 
lock's  net  worth. 

Sheehan,  Jean  Ellen  du  Pont.  Coral 
Gables,  Fla.  Age  61.  Estimated  $125 
million  fortune  1983  (Du  Pont  Co. 
inheritance).  No  indication  trusts 
have  risen  sufficiently  in  value  to 
warrant  inclusion.  (See  siblings  Eve- 


lyn Rebecca  du  Pont,  John  Eleuthere 
du  Pont,  William  du  Pont  III,  also 
other  du  Pont  dropouts.) 

Simon,  Esther  Annenberg.  NYC. 
Age  82.  Estimated  $125  million  for- 
tune 1983  (publishing  inheritance). 
No  change  in  estimated  net  worth. 
(For  details,  see  sister  Evelyn  Annen- 
berg Hall.) 

Realigned: 

Corrigan,  Leo  F.  Jr.  Dallas.  Age  59. 
Estimated  $150  million  fortune  1983 
(real  estate  inheritance).  Corrigan  has 
recently  split  properties  with  his  sis- 
ter, Louise  Jordan,  who,  with  her  hus- 
band, operates  separately. 

Goldman,  Sylvan  Nathan.  Oklaho- 
ma City.  Age  85.  Estimated  $200  mil- 
lion fortune  1983  (supermarkets,  real 
estate).  New  evidence  indicates  the 
shopping  cart  inventor  has  passed 
control  of  the  Goldman  empire  to  his 
sons,  and  that  it's  a  much  larger  for- 
tune. (See  sons  Alfred  Dreyfus  and 
Monte  Henry,  p.  128.) 

Hubbard,  Stanley  E.  Bal  Harbour, 
Fla.  Age  87.  Estimated  $175  million 
fortune  1983  (broadcasting).  He  suf- 
fered a  serious  stroke  in  1981.  Evi- 
dence indicates  control  now  rests 
more  firmly  with  son  Stanley  Stub 
Hubbard  (see  p.  138),  president  of 
Hubbard  Broadcasting,  Inc. 


Hunt,  Haroldson  Lafayette  III.  Dal- 
las. Age  67.  Estimated  $400'  million 
fortune  1983  (oil  inheritance).  De- 
clared legally  incompetent  because  of 
mental  illness.  New  evidence  sug- 
gests his  trusts  controlled  by  sister 
Margaret  Hunt  Hill  (see  p.  77). 

Marriott,  John  Willard  Sr.  Washing- 
ton, D.C.  Age  84.  Estimated  $373  mil- 
lion fortune  1983  (Marriott  Corp.). 
The  fortune  has  been  reallocated  to 
include  both  sons.  None  now  qualifies 
individually  for  The  Forbes  Four  Hun- 
dred. (See  Marriott  family,  p.  1 78.) 

Reed,  William  Garrard  Sr.  Seattle. 
Age  76.  Estimated  $300  million  for- 
tune 1983  (timber).  It  has  been  deter- 
mined that  no  one  person  controls  a 
majority  of  the  stock  of  Simpson  Tim- 
ber. (See  Reed  family,  p.  180.) 

Removed: 

Hope,  Leslie  Townes.  N.  Hollywood 
and  Palm  Springs.  Age  81.  Estimated 
$200  million  fortune  1983  (comedy, 
real  estate).  The  "celebrity  inflation" 
factor  at  work  (see  story,  p.  34).  Bob's 
response  to  being  ejected:  "Attaboy!  I 
appreciate  that." 

Jones,  Arthur.  Ocala,  Fla.  Age  60s. 
Estimated  $125  million  fortune  1983 
(fitness  equipment).  Error  in  valu- 
ation of  his  privately  held  company 
discovered  during  1984  review. 
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Companies  are  making  big  plans  in  San  Antonio. 

America's  tenth  largest  city  is  being  brought  into  focus  as  a  perfect  site  for  corporate  expansion  and  relocation.  For 
warehouse/distribution  centers.  Manufacturing  facilities.  Corporate/Regional  offices.  And  San  Antonio  s  a  J  ree  J.iac  e 
Zone  With  nine  colleges  and  universities,  you'll  find  an  energetic,  trainable  workforce.  Plus  a  lifestyle  charged -witi 
Sunbelt  energy.  Just  ask  Advanced  Micro  Devices,  Southwest  Research  institute.  USAA  and  Datapoint.  Jojgg 
other  companies  that  have  designs  on  San  Antonio. 
And  start  making  big  plans  for  big  profits. 

For  an  Executive  Summary  and  more  information,  contact: 
I     Stephanie  A.  Coleman,  President,  San  AntOnio  Economic  Development  Foundation, 
P.O.  Box  1628,  San  Antonio,  Texas  78296,  (512)  226-1394.  ;  ,1 
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The  individuals  listed  below  just  missed 
being  included  in  The  Forbes  Four  Hun- 
dred this  year.  All  are  more  than  centimil- 
lionaires.  Perhaps  next  year,  with  a  little 
diligence  and  application . . . 


Patrick  George  Ryan.  Insurance.  Kenil- 
worth,  111.  47.  Married,  3  sons.  "Pat," 
son  of  Milwaukee  Ford  dealer,  began 
Pat  Ryan  &  Associates  1964.  Inspira- 
tion: Have  car  dealers  package  insur- 
ance with  financing,  for  commissions 
from  Ryan.  Firm's  sales  more  than 
$200  million  when  acquired  by  friend 
W.  Clement  Stone's  languishing  Com- 
bined International  Corp.  1982.  Ryan 
swapped  55%  Ryan  for  12%  Com- 
bined, became  CEO.  First  move: 
Bought  smaller  Chicago  insurance  co., 
Rollins  Burdick  Hunter.  In  first  year, 
profits  up  34%,  to  $110  million,  on 
record  $1.2  billion  revenues.  Empha- 
sizing low-cost  health  insurance.  His 
stock  up;  with  dividends,  worth  at  least 
$140  million.  "I  believe  in  positive 
mental  attitude." 

George  Waldo  Woodruff.  Coca-Cola. 
Atlanta.  89.  Widowed,  3  children.  Son 
of  Ernest  Woodruff,  who  in  1919  built 
syndicate  to  buy  Coca-Cola  for  $25 
million.  Brother  Robert  (see  p.  120) 
ran  Coke  for  over  30  years.  George 
chairman  Continental  Gin  Co.  from 
1934  until  Fulton  Cotton  Mills  ac- 
quired 1959.  Still  on  Coke  board,  di- 
rector emeritus  Trust  Co.  of  Georgia. 
Avid  golfer  until  1980  stroke.  Neigh- 
bor to  Robert,  sometimes  breakfast 
together.  Coke  stock  worth  $110  mil- 
lion. With  long  divklend  history  (now 
over  $5  million  per  year),  net  worth 
shy  of  $135  million. 

Mervin  Gilbert  Moms.  Retailing. 
Atherton,  Calif.  63.  Married,  3  sons,  1 
daughter.  Father  had  small  retail  store 


in  Delano,  Calif.;  Merv  opened  own  in 
San  Lorenzo  1949  with  $25,000.  Add- 
ed another  1962;  only  4  units  by  1968, 
but  rapid  growth  after  going  public  as 
Mervyns  1971:  soft  goods;  nothing 
unique,  just  extremely  well  managed. 
"We  were  like  the  perennial-champi- 
on Green  Bay  Packers — we  blocked 
and  tackled  better."  Merged  $330  mil- 
lion sales  chain  (42  units  in  Calif., 
Nevada)  with  Dayton-Hudson  Corp. 
1978;  family's  35%  stake  brought 
around  $100  million  in  D-H  stock; 
much  since  sold.  Philanthropic,  in- 
vests in  car  dealerships,  real  estate, 
some  venture  capital.  Son  Jeffrey 
heads  Morris  Management,  family  in- 
vestment company.  Merv:  "I'm  not 
retired  by  any  means;  I'm  just  re-pot- 
ted." Controls  family  fortune  worth 
over  $125  million. 

Andrew  Francis  Kay.  Kaypro  Corp. 
Del  Mar,  Calif.  65.  Married;  2  sons,  2 
daughters.  Shortened  name  from  Ko- 
pischiansky.  MIT  wrestler,  engineer. 
Considered  med  school  but  couldn't 
wait  to  work.  Started  Non-Linear  Sys- 
tems 1952,  maker  electronic  products 
for  aerospace;  conceived  digital  volt- 
meter. Introduced  low-cost  portable 
computer  1982,  aimed  at  small  busi- 
nesses. Now  Kaypro,  a  leading  pro- 
ducer personal  computers:  $125  mil- 
lion projected  sales  1984;  over 
150,000  machines  sold.  Went  public 
1983.  With  sudden  growth,  some  crit- 
ics foresee  another  Osborne.  Kay: 
"They  don't  know  what  the  hell 
they're  talking  about.  We're  making 
money."  Tight  operation:   Kay  still 


likes  to  interview  every  new  staff' 
member.    Immediate    family's    85% 
worth  is  about  $125  million. 

Francis  Walter  Winn.  Computer  Lan- 
guage Research.  Dallas.  66.  Married;  2 
sons,  1  daughter.  Research  v.p.  for  oil 
equipment  firm;  developed  compiler 
program  allowing  English-like  com- 
mands, launched  CLR  1964  with 
$25,000.  Teenage  son  used  compiler,  j 
wrote  program  to  prepare  tax  return. 
CLR  now  leading  computer  processor 
high-bracket  tax  forms.  Laser-printed ' 
900,000  returns  1983;  $85  million] 
sales;  "The  Cadillac  of  the  industry" 
has  approx.  70%  of  Big  Eight's  busi- 
ness. "Every  time  they  [Congress]  sim- 
plify tax  laws,  things  get  more  com- 
plex." Big  threat  is  flat-tax  proposals. 
Went  public  1983.  Son  Stephen,  38, 
CEO;  but  father  controls  family's  83% . 
Worth  about  $125  million. 

Gaylord  Donnelley.  Printing,  inheri- 
tance. Libertyville,  111.  74.  Married,  3 
children.  Grandfather  Richard  R. 
Donnelley  built  small  print  shop  into 
R.R.  Donnelley  &.  Sons;  today  largest 
U.S.  commercial  printer  (for  Time, 
Newsweek,  other  magazines,  books, 
encyclopedias,  etc.).  Gaylord  joined 
after  college  1932;  returned  after 
WWII  with  Purple  Heart;  president 
1952;  chairman  1964;  recently  made 
honorary  director  ("I  believe  in  turn- 
over"). Busy  with  investments,  chari- 
ties, civic  affairs:  "I'm  gonna  keep 
running  as  long  as  I  can.  I'm  a  man  of 
many  maladies,  none  of  which  have 
proved  fatal  yet."  Sole  survivor  third 
generation,  wealthiest  individual 
Donnelley  (see  family,  p.  1 74).  With 
stock  in  R.R.  Donnelley,  Dun  &  Brad- 
street,  various  other  investments,  net 
worth  at  least  $125  million. 

Richard  Chesley  Pruet.  Oil.  El  Dor- 
ado, Ark.  69.  Married,  2  daughters. 
"Chesley"  left  family's  Texas  cattle 
ranch  for  oil  work;  was  "swamper, 
roughneck  and  switcher"  for  H.L.  \ 
Hunt.  Formed  partnership  1946, 
among  first  to  drill  Miss,  and  Ala. 
Bought  out  partners  by  1961.  Unusual 
strategy  through  1974:  Every  few 
years  sold  oil  production,  put  pro- 
ceeds in  trust  for  daughters,  but  kept 
14  portable  rigs  (5  now  in  partner- 
ship), began  anew:  "I  never  wanted  to 
have  a  large  organization."  Has  6,000- 
acre  cattle  ranch;  plays  bridge  daily 
(12  to  2  p.m.).  Says  of  pal  C.  Murphy 
(see  p.  147):  "He's  supremely  intelli- 
gent and  understands  oil  as  well  as 
anybody  I  know.  He's  a  tireless  work- 
er." Active  Republican.  With  trusts, 
rigs,  current  reserves,  controls  family 
fortune  worth  maybe  $125  million. 
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to  right:  Vice  Chairman  Avery  Rush, 
ident  J.  L.  Jackson,  and 
irman  Bill  Bricker. 
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he  conventional 
isdom  said, 
ftregon  has  no 
/drocarbons.' 
iamond  Shamrock 
Lit  its  ear  to  the 
nrth ...  and  heard 
iatural  gas." 
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Fr  67  years  Oregon  was  wild- 
Itters'  hell.  More  than  200  wells 
I  came  up  dry.  Until  in  1979 
Eamond  Shamrock  and  two  part- 
Irs  tried  their  hand.  Using  some 
tetty  high-tech  geoscience,  our 
Iplorationists  hit  natural  gas  —  6 
Wlion  cubic  feet  a  day  of  it  —  at 
1st  3000  feet.  And  Oregon's  long 
bdrocarbon  famine  was  over. 
iToday,  our  explorationists  are 
iccessfully  sharpshooting  for 
Cmestic  oil,  homing  in  on  pools 
tat  are  small  but  surprisingly  rich. 
Elsewhere,  to  be  sure,  Diamond 
E  amrock  is  out  for  "elephants"  — 


the  vast  reservoirs  we  believe  lie 
underfrontiertractsfrom  the  Medi- 
terranean to  the  Orient.  But  we  also 
believe  there's  still  plenty  of  oil  and 
gas  pocketed  away  in  half-forgotten 
domestic  basins.  So  we  are  pro- 
ceeding —  sensibly,  it  seems  to  us 
—  on  both  fronts.  One  result:  We 
have  been  able  to  increase  total 
crude  oil  production  to  75,000 
barrels  a  day  while  increasing  our 
total  worldwide  reserves. 

All  of  which  means  nice  things 
for  Diamond  Shamrock  share- 
holders. Such  as  more  than  fifty 
years  of  uninterrupted  dividends. 


If  you  would  like  to  know  more 
about  this  resourceful  company  in 
oil  and  gas,  coal  and  chemicals, 
please  write:  Vice  President,  Cor- 
porate Communications,  717  North 
Harwood  Street,  Dallas,  TX  75201. 
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Diamond  Shamrock 

The  resourceful  company 


Think  about  your  needs,  your  grow 


When  it  comes  to  choosing  a  com- 
munications and  information  man- 
agement system  that's  right  for  your 


company,  you've  got  to  consider  the 
bottom  line.  Which  system  will  cut 
costs,  increase  revenues,  and  in- 
crease employee  productivity  not  just 
today,  but  as  you  grow  in  the  future? 

AT&T  System  85  from  AT&T 
Information  Systems  is  designed  to 
do  just  that. 

It's  a  digital,  state-of-the-art  sys- 
tem that  fully  integrates  voice,  data, 
network,  system,  office  and  building 
management  functions  into  a  single 
system.  So  that  all  the  people  in 
your  company  get  the  information  they 
need,  when  they  need  it.  System  85 


connects  people  to  people,  peopl 
machines  and  machines  to  other 
machines,  streamlining  many  difi 
aspects  of  your  office  operations. 

At  each  of  its  integrated  wort 
stations,  System  85  can  electron 
create,  edit  and  format  documen 
messages  to  reduce  the  time,  ef 
and  waste  of  paper  between  draf 

It  can  then  speed  these  docu 
ments  to  many  different  location: 
the  same  time.  And  also  transmi 
voice  and  data  simultaneously. 

It  can  route  calls  automatical] 
from  unanswered  or  busy  phone 


DISCLAIMER:  The  "graphics"  in  this  ad  are  not  representative  of  the  capabilities  of  thi; 


nr  future  options. Think  about  System  85. 
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cretary  or  Message  Center, 
ect  the  most  cost-effective 
Linications  path  for  outgoing 
ven  control  your  company's 
j  and  security  functions  over 
Tie  wiring  your  telephones  use. 
d  when  your  office  changes, 
stem  can  change  with  it.  You 
stom-design  System  85  your- 
provide  the  functions  your 
pees  need,  when  and  where 
Teed  them. 

L  can  also  depend  on  AT&T 
illation  Systems  for  the  support 
lj:ed,  when  you  need  it.  We  have 


the  largest,  most  experienced  service 
force  in  the  industry.  And,  of  course, 
we'll  continue  to  provide  the  innovative 
technology  of  AT&T  Bell  Laboratories, 
and  the  product  reliability  you  expect 
from  AT&T. 

So  when  you  think  about  the 
communications  and  information  man- 
agement system  that's  right  for  your 
company  today  and  in  the  future, 
think  about  System  85.  To  find  out 
more,  call  1-800-247-1212,  Ext.  330. 

When  you've  got  to  be  right. 


©1984  AT&T  Information  Systems 
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The  hunt 

John  Lewis  has  never  met  the  elu- 
sive Robert  Vesco.  He's  even  un- 
sure if  he  would  recognize  his  villain 
in  the  street.  But  for  the  last  1 1  years 
Vesco  has  been  an  obsession  for  the 
Philadelphia  corporate  litigator. 


for  Vesco 

Lewis  has  spent  roughly  7,500 
hours,  traveled  to  the  Bahamas,  Costa 
Rica,  France,  Switzerland  and  the 
U.K.  and  tallied  up  more  than  $5  mil- 
lion in  legal  fees.  At  home  he  traces 
Vesco  dealings  via  computer  termi- 


Marianne  Barcellona 


nal.  At  the  Philadelphia  office  of  law 
firm  Morgan,  Lewis  &  Bockius  he 
boasts  a  Vesco  "war  room  of  files," 
with  documents  from  more  than  ten 
separate  pieces  of  litigation.  When 
Lewis  celebrated  his  20th  wedding  an- 
niversary a  few  years  ago,  it  was  with 
champagne  in  one  hand  and  a  tran- 
script of  Vesco  trial  testimony  in  the 
other  hand. 

It  has  been  this  way  since  late  1973 
when  John  Orr,  an  accountant  ap- 
pointed by  a  Canadian  court  to  re- 
trieve $60  million  of  $224  million 
Vesco  allegedly  looted  from  IOS,  Ltd. 
and  its  Fund  of  Funds,  hired  Lewis  to 
help  in  thev chase.  Vesco  evidently  fig- 
ured most  of  the  assets  were  illegal 
"black  money"  that  no  one  would 
come  forward  to  claim.  Lewis'  asso- 
ciates, however,  obtained  a  computer 
tape  of  200,000  small  investors  from  a 
Vesco  lieutenant  in  Amsterdam. 
Among  other  things,  Lewis  took  the 
unusual  strategy  of  suing  Willkie, 
Farr  &  Gallagher,  a  New  York  law 
firm  that  assisted  Vesco  in  his  Fund  of 
Funds  deals,  and  got  a  substantial, 
though  undisclosed,  settlement. 

Already,  the  47-year-old,  buttoned- 
down  attorney  can  claim  one  of  the 
most  successful  liquidations  ever.  "In 
a  lot  of  liquidations  the  only  people 
who  make  money  are  accountants 
and  lawyers,"  says  Lewis.  "In  this 
case  our  shareholders  have  gotten 
more  than  the  per-share  value  of  Fund 
of  Funds  when  Orr  took  it  over." 

When  Orr  came  in,  Fund  of  Funds 
had  assets  of  $98  million  and  a  per- 
share  value  of  $9.86.  Since  that  time 
Lewis  has  recovered  $150  million, 
and  his  shareholders  have  been  paid 
$11  a  share. 

Ultimately,  Lewis  wants  Vesco 
himself,  now  widely  reported  to  be  in 
Cuba  directing  drug  traffic  to  the  U.S. 
(Forbes,  Sept.  24).  Meanwhile,  Lewis 
has  what  is  now  a  more  than  $100 
million  judgment  against  Vesco.  He 
figures  shareholders  should  get  any 
appreciation  of  the  money  Vesco 
stole.  "Suppose  he  spent  $20  million 
of  this  $60  million  he  swindled  and 
tripled  that  money  in  drug  money," 
muses  Lewis.  "Shareholders  should 
get  that." — John  A.  Byrne 


■ 


John  Lewis  of  Morgan,  Leu      &  Bockius  in  Philadelphia 
$150  million  recovered,  $1 OO  million  to  go. 


And  where  do  you  live? 

This  is  my  favorite,  the  white  bread 
map  of  Washington,  D.C.,"  says 
Jonathan  Robbin  with  a  laugh,  point- 
ing to  a  multicolored,  computer-gen- 
erated map.  He  picks  out  a  posh 
neighborhood.  "And  this,"  he  says, 
"is  rye  and  pumpernickel  country." 

Robbin,   54,   a  former  statistician 
and  social  scientist,  makes  a  pleasant 
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Replace  your  old  calculators  with 

i  calculators  this  year,  and  you 

ever  do  it  again. 

Not  because  you  won't  want  to. 

But  because  you  probably  won't 

o  for  years  to  come. 

Why  are  we  so  sure? 

e  woof  is  in  the  pounding. 

iTwenty  years  of  it  to  be  exact.  You 
liat's  how  long  we've  been  making 
lisional  calculators.  And  every 
flbeen  built  to  last.  From  one 
nation  of  employees  to  the  next. 
Iwhich  is  why  so  many  of  our 
([Tiers  continue  to  rely  on  Canon 
ijators  as  their  companies  grow. 
ISo  if  you're  looking  for  calculators 
re  most  likely  to  stick  by  you 
hh  thick  and  thin,  it's  time  you 
h  into  ours. 

I  iteration  of  improvements. 

[Today's  Canon  calculators  are 
|  They're  simple  to  use  so  they  save 


time.  And  they're  made  of  components  so 
reliable  and  durable,  they  could  save  you 
a  lot  of  headaches  in  the  long  run. 

Six  models. 

We  keep  improving  them  too.  Our 
10-digit  models  print  out  in  red  as  well  as 
black.  To  aid  proofing. 

And  our  12-digit  printers  are  faster 
than  ever.  So  you  can  compute  as  fast  as 
your  nimble  fingers  like. 

Altogether  these  six  calculators 
give  you  quite  a  choice.  Whether  you  need 
a  basic  calculator  or  a  full-featured  one. 
Have  little  to  spend  or  can  afford  a  bit 
more.  One's  precisely  right  for  you. 

Comfortably  accurate  too. 

All  Canon  professional  calculators 
are  designed  for  human  comfort.  With 
angled  keyboards  and  keys  that  are 
weighed  and  contoured  for  error-free 
operation.  All  of  which  may  make  your 
present  and  future  employees  hold  up 
as  long  as  our  calculators. 


So  why  not  call  us  toll-free  now. 
1-800-323-1717  Ext.  303  (In  Illinois,  call 
1-800-942-8881,  Ext.  303).  Find  out 
more  about  our  latest  generation  of 
professional  calculators.  We're  sure  you'll 
find  they'll  stand  up  to  the  biggest  test  of 
all.  Time. 


CP1218D 


Other  CP  models  include 

CP1208D.  CP1208/CP1018D,  CP1008D.  CP1008 

Where  quality  is  the  constant  factor. 

Canon 

ELECTRONIC  CALCULATORS 

Canon  U.S.A..  Inc..  One  Canon  Plaza  Lake  Success  NY  11042 


Our  Professional  Calculators 

will  be  waiting  for 

your  next  generation  of  employees. 


Frank 
Lloyd 
Wright 

Seven  piece  [>Lice  salting 
$170.00 

j 

Tokyo's  Imperial  Hotel,  demol- 
ished in  1968,  was  designed  in 
1 916  by  Frank  Lloyd  Wright. 
A  magnificent  seven  piece  porce- 
lain dinnerware  set  was  spec- 
ially designed  lor  the  Hotel  by 
Wright  and  was  produced 
by  Noritake.  Noritake  is  again 
producing  this  dinnerware  in 
limited  numbers  exclusively  for 
1  leinz  and  Company.  These 
place  settings  are  now  available. 

Send  S 1 .00  for  a  full  color 
brochure.  Visa  and  MasterCard 
accepted. 

Heinz  &  Co. 

P.O.  Box  663 

Oak  Park,  Illinois  60303 

(312)  3S3-i3ioor 

(312)  1)60-1647 


Imperial 

Hotel 

Dinnerware 


Also  available  at  many  line  museum  shops  in  the 

United  Stales  and  abroad,  including: 

I  ligh  Museum  of  Art,  .  III. mi. 1 

I'ifty/'so  Gallery,  New  York 

I'allingwater,  Mill  Run.  Pennsylvania 

Albright-Knox  Art  Gallery,  Buffalo.  New  York 

Frank  Lloyd  Wright  Home  and  Studio,  O.d  Park 

Dana-Thomas  House  Foundation,  Springfield,  lllinoi 

lloHot  Connection,  Wisconsin  Dells.   Wisconsin 

The  Gamble  House,  Pasadena,  California 

Los  Angeles  County  Museum  of  Art,  Los  Angeles 


BELGIU 

The  Surprise  Package 

Of  ElirOpe.  Surprise!  Belgium  is 

food  to  rival  Paris.  Castles  to  capture 

your  heart.  Scenery  to  take  your 

breath  away.  Festivals  to  take  your 

inhibitions  away. 

SABENA,  the  airline  with  sauoir 

faire,  takes  you  to  Brussels, 

capital  and  idea!  gateway  to 

all  Europe.  For  a  free  copy  of 

Arthur  Frommer's  new  book, 

'A  Masterpiece  Called 

Belgium",  send  $2.00  for 

postage  and  handling  to: 

Belgian  Tourist        * 

Office, 745  Fifth  Ave' 

New  York,  NY  10151. 


BELGIAN  WORLD  AIRLINES 
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living  as  chairman  of  Claritas,  Inc. 
(Latin  for  "clarity"),  a  Rosslyn,  Va. . 
firm  that  matches  information  from 
marketers  with  Census  Bureau  data 
and  ZIP  codes  in  a  system  called 
Prizm.  Claritas  predicts  residents' 
lifestyles  and  buying  habits;  its  fees 
begin  at  around  $5,000  for  a  one-shot 
targeting  and  go  to  $100,000  a  year  for 
a  permanent  hookup. 

"You  are  where  you  live"  is  the 
Claritas  credo.  Robbin  has  sliced  the 
American  landscape  into  40  "ZQ  [ZIP 
code  Quality]  clusters,"  ranging  from 
"Blue  Blood  Estates"  (ZQ  1),  "Money 
and  Brains"  and  "Furs  and  Station 
Wagons"  to  "Shotguns  and  Pickups," 
"Sharecroppers,"  "Public  Assistance" 
and  "Hard  Scrabble"  (ZQ  40). 

The  best  retirement  category  is 
"God's  Country,"  exurban  areas  like 
Aspen  and  Vail,  Colo,  or  Woods  Hole, 
Mass.,  which  abound  with  10-acre  es- 
tates and  people  whose  children  have 
graduated  from  college.  The  biggest 
joker  in  his  demographic  deck?  "Bo- 
hemian Mix" — Greenwich  Village  in 
New  York,  Haight-Ashbury  in  San 
Francisco  and  the  like.  "It's  a  U- 
shaped  graph.  High  income  and  low 
income,  with  a  small  middle  class." 

Most  customers — and  especially 
bank  trust  department  officers — ask 
for  "Blue  Blood  Estates,"  superaf- 
fluent  metropolitan  suburbs  like 
Short  Hills,  N.J.,  Chappaqua,  N.Y., 
Potomac,  Md.,  Winnetka,  111.  and  Bev- 
erly Hills.  The  residents  are  just  under 
0.7%  of  the  population,  or  1.6  million 
people,  yet  they  hold  nearly  one-third 
of  all  personal  wealth  and  about  57% 
of  all  corporate  stock  in  the  country, 
he  says. 

These  fortunates  buy  23  times  as 
many  Rolls-Royces  (and  bought  1 
times  as  many  DeLoreans)  as  the  aver- 
age American.  They  are  5  times  as 
likely  to  read  Forbes,  they  use  credit 
cards  for  travel  and  belong  to  country 
clubs  4  times  as  frequently,  and  they 
are  nearly  3  times  as  likely  to  sail, 
play  tennis,  drink  cognac  or  belong  to 
environmental  groups  such  as  the  Si- 
erra Club  or  the  Audubon  Society. 
(And  half  as  likely  to  pinch  snuff, 
chew  tobacco,  use  denture  cleaners, 
buy  hunting  or  fresh-water  fishing 
gear  or  citizens  band  radios.) 

Robbin  figures  3%  of  the  nation's 
ZIP  codes  concentrate  about  half  the 
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Fansteel's  product  tantalum  is  a  critical  element  in  the  sensitive  and 

demanding  technology  used  by  the  electronics, 

communications,  and  chemical  industries. 

Fansteel  through  its  materials  technology  develops,  produces  and 
supplies  high  efficiency  tantalum  and  tantalum  products. 

Fansteel's  products  are  used  in  computers,  automotive  electronics, 

appliances,  home  entertainment,  telephones,  communication  systems, 

aerospace,  and  weapon  systems. 


aroteel 


itegrated  producer  of  refractory  metals  and  fabricated  products  for  the  electrons 
electrical,  aircraft/aerospace,  metalworking,  energy  and  chemical  industries. 


Jonathan  Robbin,  chairman  of  Claritas,  Inc. 

Do  they  eat  pumpernickel  in  God's  country? 


Bill  Billenberg 


estimated  10,200  people  who  will 
make  a  million  dollars  this  year  and 
half  the  850,000  or  so  households 
with  assets  of  $1  million  or  more. 
Combining  lists  from  high-priced 
jewelry  store  catalogs,  warranty  cards 
returned  for  expensive  appliances  and 
highbrow-magazine  subscription  lists 
can  pinpoint  nearly  all  rich  folks. 

"I'm  happy  just  guessing  what 
block  you  live  on,"  Robbin  says.  "I 
don't  want  to  invade  your  privacy. 
Maybe  some  guy  will  and  make  me 
obsolete,  but  by  then  I'll  be  retired 
and  happily  living  in  Cluster  1 — 
God's  country." — Allan  Dodds  Frank 


Finders 

When  Charles  Gary  Ginsberg  tells 
people  he's  going  to  make  them 
rich,  they  listen.  Ginsberg  tracks 
down  missing  heirs  and,  for  part  of  the 
loot  when  they  collect,  tells  them  the 
amount  and  where  to  find  it.  "Most 
people  agree  to  my  terms,"  he  says. 
"Only  one  client  in  22  years  has  found 
the  money  without  me."  He  says  he 
doesn't  accept  advances  or  expense 
money. 

Ginsberg,  44,  runs  Jaisan  Inc.  from 
offices  off  Fifth  Avenue  in  Manhat- 
tan. On  any  given  day  he's  looking  for 


keepers 

hundreds  of  persons  who  have  inher- 
ited— or,  in  some  cases,  forgotten — 
stocks,  bank  accounts  or  estates. 
"Maybe  95%  kiss  us  and  act  grateful," 
Ginsberg  says.  "The  other  5%  don't 
care.  Some  say  they  never  liked  Aunt 
Millie  and  don't  want  her  money." 

Ginsberg  investigates  for  banks 
with  unclaimed  bank  accounts,  cor- 
porations with  unclaimed  stock  and 
executors  of  estates. 

"Banks  don't  want  dormant  ac- 
counts to  be  confiscated  by  the  state," 
Ginsberg  says.   "We  adjust  60%    to 


Max  Aguilera  Hellwig 


Charles  Gary  Ginsberg,  pr<  sklent  of  Jaisan  Inc. 

"Some  say  they  never  liked  Aunt  Millie  and  don't  want  her  money. 
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70%  of  the  1,000  or  so  we  get  a  year. 
In  75%  of  the  adjustments  we  locate  . 
the  original  depositor,  who  often  for- 
got the  account.  We  charge  15%  when 
heirs  are  involved."  The  bank  ac- 
counts average  $20,000,  which  means 
he  earns  about  $3,000  per  heir.  On 
estate  cases,  which  average  $100,000, 
he  charges  40% .  They  normally  take 
two  years,  and  expenses  average 
$6,000.  Ginsberg  settles  about  20  of 
those  a  year,  in  addition  to  80  to  100 
stock  holdings  that  average  $40,000 
apiece,  from  which  he  takes  one-third 
for  his  services. 

Ginsberg  finds  his  heirs  by  sifting 
through  obituaries,  death  records, 
census  records,  city  and  telephone  di- 
rectories. He  employs  his  own  gene- 
alogist and  four  retired  New  York 
City  detectives.  It's  not  enough  to 
prove  one  legal  heir;  Ginsberg  must 
also  prove  that  all  heirs  have  been 
accounted  for.  Often  cases  end  up  in 
Europe,  where  associates  pick  up  the 
trail  in  return  for  part  of  the  fee. 

He  admits  it's  ridiculously  easy  to 
avoid  the  problems  his  company  re- 
solves: "Make  a  will  and  keep  accu- 
rate records  of  your  assets,"  Ginsberg 
says.  "There's  nothing  to  be  gained  by 
waiting." — Jeffrey  A.  Trachtenberg 

News  for  white  gloves 

David  Kennedy's  death  in  a  Palm 
Beach  hotel  room  in  April  made 
the  Palm  Beach  Daily  News.  That  in 
itself  was  news  of  a  kind.  A  decade 
ago  it  would  not  have.  Then,  like  the 
community  it  covered,  the  paper  was 
determinedly  escapist,  shunning  bad 
news  and  problems  as  if  they  were 
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We  compose 

insurance  programs 

that  endure. 

For  more  and  more  "bargain  rate"  business 
insurers  and  their  clients  the  overture  is 
over.  And  many  clients  who  opted  for  lower- 
premium  liability  insurance  from  new- 
comer "composers"  are  finding  that  the 
song  has  ended,  but  their  liability  lingers  on. 

Due  to  lack  of  knowledge  and  experi- 
ence in  specialized  coverages,  several 
specialty  insurers  have  suffered  major 
underwriting  losses.  As  a  result,  they  are 
discontinuing  coverage  in  these  areas,  or 
are  dramatically  restricting  the  types 
of  risks  they  will  write. 

If  your  company  was  caught  up  in  this 
there  s-no-tomorrow  approach  to  insurance 
sales,  and  is  today  experiencing  an  interrup- 
tion or  drastic  reduction  in  coverage,  per- 
haps it's  time  to  get  back  to  the  basics. 

Shand,  Morahan  &  Company  is  one  of 
the  most  respected  names  in  business  liabil- 


ity insurance.  We  have 
been  writing  this  cover- 
age continuously  over 
the  years.  Our  premiums 
are  based,  as  they  should 
be,  on  long-term  underwriting  results  and 
research  knowledge.  Not  on  the  helter-skelter 
of  a  competitive  insurance  marketplace. 

We  approach  claims  in  an  equally  pro- 
fessional and  realistic  manner:  as  a  basic 
part  of  the  insurance  function,  with  claim 
costs  factored  into  underwriting  rates.  And 
when  major  claims  are  made  against  your 
policy,  we  have  adequate  resources  to  cover 
them.  We  don't  automatically  cut  back  or 
discontinue  your  coverage.  We  go  on. 
Together.  With  business  as  usual. 

Simply  because:  our  usual  business  is 
business  liability.  And  we're  dedicated  to 
doing  it  right. 


Shand, 
Morahan 
&  Company 

Shand  Morahan  Plaza     Evanston,  Illinois  60201 
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dull  cocktail  parties. 

That  changed  with  the  arrival  of 
Agnes  Ash,  a  New  York  Times  reporter 
in  the  1950s  and  later  a  Miami  busi- 
ness writer,  who  became  publisher  in 
1976.  Under  Ash,  beach  wall  col- 
lapses and  town  hall  scandals  com- 
pete for  space  with  ballet  benefits  and 
polo  results  in  the  "Shiny  Sheet,"  as 
the  paper  is  locally  known — shiny, 
because  it  has  long  been  printed  on 
slick,  high-grade  paper  lest  the  ink 
blacken  one's  fingers. 

The  town  has  changed,  too.  Florida 
weather  and  tax  breaks  draw  ever 
more  permanent  residents,  and  the 
pace  of  the  narrow,  mansion-packed 
barrier  island  has  picked  up.  More 
bankers  and  brokers  are  moving  in. 
"People  like  to  be  near  their  money," 
Ash  explains.  Last  winter  the  town 
got  a  new  mayor — worth  noting,  Ash 
says,  because  Yvelyne  Marix  is  out- 
spoken and  also  a  woman,  certainly 
not  the  choice  of  the  old  guard,  who 
"just  segregated  themselves  right  out 
of  existence." 

Yet  there  is  still  plenty  of  escapism 
to  report  in  the  Shiny  Sheet,  a  Cox 
newspaper  now  in  its  91st  year.  More 
than  150  parties  and  other  affairs 
made  the  paper  this  past  season  (tradi- 
tionally, Thanksgiving  to  Easter),  and 
those  were  just  the  public  ones.  Ash,  a 
59-year-old  mother  of  four,  says  she 
attends  as  many  as  20  a  week.  Occa- 


Agnes  Ash,  publisher  of  the  Palm  Beach  Daily  News 

Among  1 50  parties  a  year,  the  occasional  town  hall  scandal. 


sionally  her  turn  on  the  dance  floor  is 
interrupted  by  someone  complaining 
of  a  photograph  that  did  not  please.  "I 
tell  them  I  thought  we  were  trying  to 
help  the  Red  Cross,  not  make  them 
look  good,"  Ash  says  tartly. 

Another  editor  might  be  more  cau- 
tious, remembering  her  readership:  a 
mere  9,500  circulation  even  during 


the  season,  heavily  laden  with  CEOs 
and  members  of  The  Forbes  Four 
Hundred.  Agnes  Ash  is  unswayed.  | 
"They're  not  my  chairmen  of  the 
board,"  she  says,  then  adds,  "I  like 
these  people.  They're  very  amusing. 
They're  very  interesting.  Even  if  the 
money  was  handed  down,  they  had  to 
keep  it." — Jeff  Bloch 


Mark  Hanaver/Sipa  Special  Features 


Previews'  E.  James  Peck 

4  sale:  11,000  sq.ft.,  ocean  vu — and  24kt-gold  shower  heads. 
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Emotional  properties 

Real  estate  agent  E.  James  Peck,  53, 
is  by  no  measure  typical:  Interest 
rates  do  not  seem  to  hurt  his  business. 
As  president  of  Previews  Inc. — thd 
self -proclaimed  "first  name  in  fine 
real  estate"— Peck  deals  in  $2  million 
properties,'  and  his  buyers  almost  al- 
ways pay  cash. 

Greenwich,  Conn. -based  Previews, 
a  subsidiary  of  Sears'  Coldwell  Bank- 
er, is  obviously  the  real  estate  broker 
to  the  very  rich.  Founded  in  1933  by  a 
man  named  Henderson  Talbot  and 
some  well-heeled  friends,  the  "See-It- 
First-Bureau"  saved  wealthy  buyers 
the  wear  and  tear  of  travel  by  showing 
five-minute  movies  of  properties 
available  worldwide.  As  Previews,  the 
company  changed  hands  a  number  of 
times  before  it  was  bought  by  Cold- 
well  Banker  in  1980.  Today  the  aver- 
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Your  vote  is  a  vote 

for  America 

(however  you  choose  to  cast  it) 

In  a  free  society  the  very  act  of  voting  is 
important.  For  if  too  many  of  us  fail  to 
participate  in  determining  who  will  govern,  a 
minority  can  impose  their  will  on  the  majority. 

The  freedom  of  choice  we  enjoy  in  America 
should  not  be  taken  for  granted.  It  must 
constantly  be  protected  by  an  intelligent, 
informed  choice  at  the  ballot  box.      a 

INTERNORTH 

||=  We  work 
=====  for  America. 


This  ballot  box  dating  to 
the  early  days  of 
America's  independence^ 

has  been  donated  by ,.•'..' 5$ 
InterNorth  to  Omaha^s$  f 
Western  Heritage  Miitl 


InterNorth  is  an  international  energy-based  corporation  involved  in  exploration  and  production  of  oil  ane 
latural  gas  transportation  and  distribution,  liquid  fuels  and  petrochemicals.  International  headquarters:  Gj 


«W'«  Blue  pkWgiSj 

Ihe  most  *««2*K' 

%  fly  to  Sou*  ***£ 


Luxury  and  spaciousness  characterize  SAA's  Blue  Diamond  First  Class  cabin. 
Space  to  move  around.  Space  to  stretch.  Space  to  relax  in  the  comfort  of  a  fully 
reclining  Stratosleeper®— considered  by  many  to  be  the  most  comfortable  seat 
in  the  sky. 

Space,  too,  to  spread  out  while  dining  exquisitely  from  an  enticing  menu  that 
includes  gourmet  specialties  from  the  four  corners  of  the  world. 

Our  Blue  Diamond  cabin  staff  are  handpicked  for  their  experience  and  ability, 
and  they  serve  only  First  Class  passengers.  So  while  you  dine,  watch  a  movie, 
listen  to  music  or  just  drift  off  to  sleep,  an  SAA  staff  member  is  always  at  your  call. 

SAA's  Blue  Diamond  Class.  For  sheer  luxury,  there's 
nothing  like  it  in  the  sky. 


.hAfri"1** 


Please  call  your  Corporate  Travei  Department,  your  Travel  Agent,  or  fill  out  this  coupon. 
South  African  Airways,  900  Third  Avenue,  New  York,  N.Y.  10022. 

Name 

Address 


City 


State 


Zip 


District  Sales  Offices  in  New  York,  Houston.  Chicago, 
Los  Angeles,  San  Francisco  and  Toronto,  Canada. 
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age  annual  income  of  subscribers  to 
Previews'  real  estate  guide  is  upwards 
of  $150,000,  and,  over  the  years,  Pre 
views  has  sold  properties  for  J.D.; 
Rockefeller  Sr.,  Edmund  de  Roth- 
schild, Anthony  Drexel  Duke,  Bing 
Crosby  and  Ronald  Reagan.  "We  do  a 
lot  of  business  through  different  gen- 
erations of  families,"  says  Peck. 

Recently  for  sale  was  a  184-acre 
ranch  in  Santa  Ynez,  Calif,  with  a 
croquet  lawn,  a  trapshooting  range 
and  conference  center  facilities.  Ask- 
ing price:  $20  million.  Also  for  sale 
were  two  islands  in  San  Francisco  Bay 
that  include  a  bird  sanctuary,  three 
residences  and  a  boat  slip:  $4.25  mil- 
lion. A  5-acre  estate  in  Nassau  once 
inhabited  by  the  Duke  and  Duchess  of 
Windsor:  $3.3  million. 

"Ours  are  all  very  emotional  prop- 
erties," says  Peck,  who  himself  lives, 
in  a  million-dollar  neighborhood  near 
Los  Angeles. 

Peck  also  charges  more  than  the 
average  real  estate  agent — 11%,  vsj 
the  typical  6%  or  7%.  For  that  the 
seller  gets  a  listing  with  18,000  real 
estate  firms  worldwide,  a  glossy  bro-i 
chure,  direct  mail  solicitation  to,  say,1 
wealthy  horse  breeders  if  the  proper™ 
includes  extensive  stables,  and  somen 
times  even  a  videotape.  "We  don'n 
skimp  on  anything,"  Peck  says.  Anffl 
Previews  screens  all  candidates  to 
pick  the  qualified  buyers. 

The  result  is  that  Previews  sells 
about  80%  of  its  500  listed  properties, 
although  not  always  within  one  yearJ 
But  then,  Previews  gets  some  pretty 
unusual  listings.  "We  had  one  castlej 
[in  Watchung,  N.J.]  with  117  bedH 
rooms  and  only  1  bath,"  says  Peck. 
"You  get  something  like  that,  and  you 
wonder  what's  going  to  happen.  Bud 
sure  enough,  we  came  up  with  a  buyea 
who  wanted  to  use  it  as  a  research 
facility." — Laura  R.  Walbert 

H 
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Descent  from  the  trees 

Forbes  Four  Hundred  membea 
Nelson  Bunker  Hunt  and  the  Prin- 
cess of  Wales  may  not  know  it,  buq 
they  are  ninth  cousins  twice  re- 
moved. Roy  Disney  is  descended  fromj 
a  male  witch  from  Salem,  Mass.  And) 
over  10%  of  The  Forbes  Four  Hundred 
have  English  royalty  for  ancestors 
Gary  Boyd  Roberts  has  found  out  all 
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^Of  course  I'm  sure,  I  read  it  in  Business  Week!' 


I* 


The  decisions  of  top  management  may  be  guided  by 
intuition  and  imagination. 

But  they  must  be  based  on  timely  and  accurate 
information. 

That's  why  Business  Week  is  read  so  thoroughly  and 
respected  so  highly  by  upper  echelon  executives  all  over  the 
world. 

Business  Week  has  more  full-time  editors  than  any  other 
business  magazine. 

Specialists  in  Finance.  Economics.  Marketing. 
Management.  Technology.  And  more. 

They  do  not  merely  report  the  facts.  They  analyze  them. 
And  provide  a  context  of  meaning  that  is  unparalleled . 

An  environment  like  this  adds  importance  and  impact  to 
your  product,  service,  or  corporate  message. 

That's  the  reason  our  advertisers  have  as  much  confidence 
in  Business  Week  as  our  readers. 

BusinessWeek 

THE  VOICE  OF  AUTHORITY 
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that  and  more.  Roberts,  41,  is  director 
of  research  at  the  Boston-based,  non- 
profit New  England  Historic  Genea- 
logical Society,  the  oldest  genealogi- 
cal society  (founded  1845)  in  the 
Anglo-American  world.  His  profes- 
sional specialty  is  clambering  through 
the  family  trees  of  notable  people. 
The  society  charges  $15  an  hour  to 
research  a  family's  genealogy. 

His  research  includes  the  famous  as 
well  as  the  merely  rich.  Roberts  has 
found,  for  example,  that  three  first 
ladies — Nancy  Reagan,  Bess  Truman 


and  the  first  Mrs.  Woodrow  Wilson — 
have  common  ancestors.  "It's  a  line 
that's  produced  political  wives  for 
several  generations,"  he  says,  point- 
ing out  that  Mrs.  George  Romney  and 
Mrs.  Adlai  Stevenson  were  from  the 
same  extended  family. 

Their  connection,  says  the  genealo- 
gist, is  an  example  of  a  web  that  in- 
cludes a  large  part  of  the  U.S.  "Rough- 
ly 100  million  Americans  are  de- 
scended from  25,000  people  that 
settled  New  England  between  1620 
and  1650,"  Roberts  says.  "And  an- 
other 50  million  come  from  settlers  of 
the  mid-Atlantic  states  and  Virginia 
that  were  mostly  settled  some  25 
years  later.  Almost  all  these  people 
have  at  least  one  U.S.  President  as  an 
eighth  or  ninth  cousin." 

A  Yale-educated  native  of  Texas,  he 
became  interested  in  genealogy  as  a 
child,  after  an  aunt  told  him  the  fam- 


ily had  an  English  duchess  as  an  an- 
cestor.  "That  was  far  more  exotic! 
than  cowboys  and  Indians,  who  were 
all  over  Texas,"  says  Roberts.  The  in- 
terest became  a  consuming  passion. 

Of  about  2,000  full-time,  paid  gene- 
alogists in  the  U.S.  today,  Roberts  is 
among  the  dozen  most  prominent  and 
is  even  something  of  a  celebrity.  Most 
of  his  work  is  in  scholarly  tomes,  but 
a  new,  relatively  hot  number  playing 
on  Britain's  Princess  Di  is  out:  Ameri- 
can Ancestors  and  Cousins  of  the  Princess] 
of  Wales  (Genealogical  Publishing  Co., 
Baltimore,  $15.95). 

Genealogy  can  offer  broader  in- 
sights as  well:  "Until  recently,  in  En- 
gland, about  75%  of  the  national  lead- 
ers came  from  a  definable  upper  class. 
In  France  before  the  revolution,  the] 
figure  was  90%,"  says  Roberts.  "Here,] 
it's  only  40%.  That's  a  very  healthy] 
sign." — Laura  Saunders 


Gary  Boyd  Roberts,  genealogist  (behind  him,  the  Shatt  tick  family  of  Boston,  c.  1840) 
Compared  with  90%,  40%  is  u  very  healthy  sign. 


Ill 
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The  $40  Billion  Baby  That 
the  World  Hasn't  Adopted  Yet 


- 


Interest  rate  swaps:  a  concept  that 
has  just  had  its  second  birthday  and  is 
already  a  $40  billion  business.  And 
when  all  those  people  who  can  benefit 
by  it  ultimately  adopt  it,  there  is  no  limit 
to  how  fast  this  baby  will  grow.  Because 
interest  rate  swaps  can  provide  corpo- 
rations and  financial  institutions  with 
a  silent  and  flexible  financing  technique 
that  significantly  reduces  costs. 

And  when  it  comes  to  interest  rate 
swaps,  there  is  no  investment  bank  that 
has  the  capability,  experience  and 
international  presence  to  match  First 
Boston.  In  1982  First  Boston,  with  its 
London-  based  partner  Credit  Suisse 
First  Boston,  engineered  the  first 
interest  rate  swap  tied  to  a  public 
capital  market  transaction. 

Since  then,  First  Boston  has  achieved 
an  outstanding  record  for  innovation. 
A  record  of  creative,  varied  and  com- 
plex swaps,  including  asset-based 
swaps,  floating  rate-to-floating  rate 
swaps  and  tax-exempt  swaps.  First 
Boston  has  even  arranged  puts  and 
calls  on  swaps.  And  First  Boston  has 
a  real  breadth  of  experience— its  experts 
have  arranged  swaps  worldwide  ranging 
in  size  from  $5  million  to  $300  million 
and  with  maturities  from  1  to  12  years. 

When  you  consider  the  benefits  of 
silent  financing— the  cost  savings,  the 
increased  flexibility  and  the  ability  to 
control  the  interest  sensitivity  of  your 
balance  sheet— you  can  see  why  interest 
rate  swaps  will  be  a  baby  you  may  want 
to  adopt  in  1984. 

Just  as  they  have  been  for  nearly 
200  corporations  and  financial  institu- 
tions, the  resources  of  First  Boston's 
interest  rate  swap  group  are  a  phone  call 
away.  Call  Thomas  Kirch,  Managing 
Director,  at  headquarters  in  New  York 
City,  (212)  909-4219. 


Interest  rate  swaps. 
Another  reason  why  First  Boston 
is  getting  the  call  in  1984. 


Taxing  Matters 


No  doubt  foundations  do  a  lot  of  good  for  a  lot  of  people. 
Sometimes  the  people  they  do  the  most  good  for  are  the  founders. 


How  the 
other  half  gives 


By  Mary  Kuntz 


Almost  half  The  Forbes  Four 
Hundred  have  private  family 
b  foundations  with  assets  of 
over  $1  million  each.  In  1982  there 
were  approximately  $50  billion  in  as- 
sets in  all  private  foundations.  With 
the  paperwork  required  by  the  IRS  and 
a  2%  tax  on  income  to 
cover  IRS  processing,  they 
have  to  start  big.  A  bare 
minimum  is  $500,000, 
while  $1  million  is  more 
realistic.  About  75  reach 
or  exceed  $100  million, 
according  to  The  Founda- 
tion Center,  a  nonprofit 
group  that  operates  librar- 
ies for  grant-seekers. 

Most  private  founda- 
tions were  founded  before 
1969,  when  Congress  en- 
acted tough  antiabuse 
rules.  Today,  foundations 
are  expected  to  pay  out 
5%  of  assets  each  year  and 
must  limit  their  owner- 
ship of  any  corporation's 
stock  to  20%.  But  Con- 
gress isn't  relentlessly 
hostile.  After  hearing  tes- 
timony from  foundations 
and  watchdog  groups, 
Congress  this  year  increased  the 
maximum  tax  deduction  for  cash  gifts 
to  most  private  foundations  from 
20%  to  30%  of  income. 

There  are  many  reasons  to  set  up  a 
private  foundati  i  e  gi  tax  deduc- 
tions, a  means  of  hanging  on  to  pri- 
vate power  and,  of  cou,  [  hilanthro- 
py.  But  sometimes  these  i  nives  con- 
flict, either  in  fact  or  nu  ly  in  the 
eye  of  the  beholder. 


Foundations  are  not  supposed  to 
perpetuate  control  over  corporations, 
especially  publicly  held  corporations. 
But  about  25%  of  Sun  Company,  Inc. 
stock  resides  in  a  series  of  Pew  family 
charitable  trusts,  making  the  com- 
pany almost  impervious  to  takeover 
bids  the  family  doesn't  like.  No  one 
trust  has  20%  of  Sun's  stock.  (The 


charitable  trust  is  another  legal  form 
private  foundations  may  take,  along 
with  the  nonprofit  corporation.  Both 
may  be  considered  private  founda- 
tions in  the  eyes  of  the  IRS.) 

Other  foundations  get  around  feder- 
al regulations  with  special  exemp- 
tions. For  example,  if  foundations  per- 
form their  own  research  or  direct  ser- 
vice, they  may  qualify  as  operating 
foundations,  and  donors  can  get  the 


maximum  50%  tax  deduction.  Or 
they  may  qualify  for  federal  exemp- 
tions if  the  primary  purpose  is  to  pro- 
vide health  care  or  medical  research. 
Take  the  Florida-based  Nemours 
Foundation,  funded  by  the  Alfred  I.  du 
Pont  Testamentary  Trust,  which  runs 
a  number  of  health  care  facilities. 
Florida  and  Delaware  sued  the  du 
Pont  trustees,  charging 
conflict  of  interest.  The 
foundation  trustees  also 
sit  on  the  board  of  the 
fund's  number  one  asset, 
the  St.  Joe  Paper  Co.  The 
states  say  a  more  diverse 
portfolio  would  yield 
greater  cash  flow  for  char- 
ity. They  want  a  board 
that  can  objectively  con- 
sider selling  the  company. 
"The  trustees  will  not 
consider  giving  up  control 
of  the  St.  Joe  Paper  Co.," 
says  state  solicitor  Fred 
Silverman,  who  is  pros- 
ecuting the  case  for  Dela- 
ware beneficiaries.  "To 
them,  the  trust  and  St.  Joe 
are  one  and  the  same." 
The  suit,  now  under  ap- 
peal, also  charges  trustees 
with  undervaluing  assets 
by  $300  million  to  reduce 
a  required  payout  for  charity.  Because 
of  Nemours'  exemptions,  it  fell  to  the 
states  to  act. 

There  are  still  other  ways  for  foi 
dations  to  serve  their  founders  ana 
trustees.  Take  the  action  filed  by  the 
state  of  California  against  Howard 
Keck  and  the  William  Keck  Trust, 
which  funds  the  $414  million  Keck 
Foundation.  The  state's  gripe?  How- 
ard Keek's  $858,000  trustee's  salary, 


Chas  B  Slackman 
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If  you  don't  see  your 

corporate  ad  here,  you're  missing 

more  than  some  free  publicity 


r 


AT&T  IS  REACHING  OUT 
IN  NEW  DIRECTIONS. 


•1 

MOTOROLA  (Inc.  4/84)                                       COMPAQ  Computers  (Inc.  4/84) 

3, 

4tw 

^R^'v^rof 

Merrill  Lynch  (Inc.  3/83) 

De  Beers  (Inc  4/84) 

W.  R.  Grace  &  Co.  (Inc.  5/84) 


IIAA  (Inc.  4/84) 


You're  missing  the  one  group  of  executives  who  control  both  their  corporate  and  personal  portfolios. 

The  owners  and  executives  of  private,  small  to  midsized  corporations,  they  now  invest  billions. 
Their  companies  generate  half  of  all  U.S.  sales,  employ  half  the  American  workforce, 
wm^  ^^^  and  create  the  majority  of  new  jobs  and  innovations. 

^^^C"^\f^\  And  tneir  impact  on  your  corporation  is  as  enormous  as  their  role  in  the  American  economy. 
ji^<-J^mJ     This  new  breed  of  opinion  leaders  influences  a  wide  circle  of  people  in  their  companies  and  com- 
^  munities.  They  are  your  customers,  suppliers,  dealers,  distributors,  future  partners.  And  your  investors. 

Only  one  major  business  magazine  is  written  just  for  them.  Inc.  magazine.  The  traditional 
m        i      iii—iihi  ■      big  business  publications  simply  do  not  reach  them. 

Start  your  corporate  campaign  in  December's  annual  Inc.  500  issue.  Reach  the  leaders  of 
America's  500  fastest-growing,  smaller  private  corporations.  Along  with  the  million  others  growing  to  be  just  like  them. 
And  gain  more  than  some  free  publicity. 
The  Inc.  500  issue.  Closing  October  15.  Call  your  Inc.  Regional  Manager  or  Joe  Page,  Associate  Publisher,  at  (212)  986-2161. 

Inc.,  The  Magazine  For  Growing  Companies. 


Maybe  your  next  investment 
should  be  in  yourself. 

There  are  lots  of  exercise  systems  flooding  the  market  these  days.  But,  if 
you  want  the  best  for  your  body,  invest  in  an  exercise  system  by  the 
number-one  name  in  physical  conditioning  equipment. 

Universal  wrote  the  book  on  modern  weight  training  and  designs 
equipment  that  withstands  years  of  rugged  use  without  ever  depreciating. 

The  Universal  Power-Pak  300  shown,  offers  over  100  different  exer- 
cises and  fits  conveniently  into  most  homes  in  80  square  feet  or  less. 

The  Tredex  electronic  treadmill,  with  computerized  control  panel,  lets 
you  enjoy  the  comforts  of  home  while  you  walk  or  jog.  Step  up  to  Tredex 
and  set  your  own  pace!  _  m      #  _ 

For  the  name  of  your  nearest  dealer,  mail     (I:/n/Q&(}^^US(§]/l® 
this  coupon  or  call  800-553-7901  Toll  Free.        We  take  your  body  seriously. 
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Taxing  Matters 


down  from  the  $  1  million  he  and  his 
late  brother  asked  for  in  1979.  Not  bad 
for  a  part-time  job.  California  objects 
because  the  money  comes  out  of 
funds  supposedly  earmarked  for  such 
causes  as  engineering  and  medical  re- 
search, health  care  and  cultural  pro- 
grams. State  regulation  specifies  only 
"reasonable"  compensation  for  trust- 
ees. Clearly,  California  believes  the 
Kecks  overstepped  that  bound. 

There  also  can  be  trouble  drawing 
the  line  between  charity  and  whim. 
Foundations  exist  for  everything 
from  the  study  of  the  English  philos- 
opher Francis  Bacon  to  the  care  and 
feeding  of  indigent  journalists.  Bias 


Philanthropists  have  a 
right  to  get  the  most  good 
out  of  their  charity 
dollars.  For  some  that 
means  setting  up  a  private 
foundation.  But  some 
foundations  have  more  to 
do  with  keeping  up  with  the* 
Rockefellers  or  with 
hanging  on  to  cash,  power 
or  perquisites. 


is  another  matter.  Consider  the  Gi- 
rard  estate,  a  fund  established  in  thei 
early  1800s  to  endow  a  home  in 
Philadelphia  for  "poor,  white,  male 
orphans."  Every  word  of  the  phrast' 
except  "poor"  has  been  successfulh 
challenged  in  courts  of  law. 

Lately  there  has  been  criticism  o 
the  foundation  format  as  an  efficiem 
way  of  providing  tax-subsidize* 
charity.  Earlier  this  year  Congres: 
heard  testimony  charging  founda 
tions  with  ignoring  presumably  wor 
thy  new  groups  and  minorities  i) 
favor  of  established  institutions.  S< 
far,  Washington  has  not  felt  move* 
to  take  action. 

Philanthropists  have  a  right  to  ge 
the  most  good  out  of  their  charit 
dollars.  For  some  that  means  setting 
up  a  private  foundation.  But,  unque; 
tionably,  some  foundations  ha\ 
more  to  do  with  keeping  up  with  tf) 
Rockefellers  or  with  hanging  on  t 
cash,  power  or  perquisites  than  wit 
aiding  worthy  causes — not  necessa 
ily  bad  things  in  themselves,  but  n< 
something  public  policy  should  t 
ward  with  a  tax  deduction.  To  tl 
question  of  how  you  legislate  aw* 
the  gray  area  where  the  two  purposi 
cross,  there  is  a  reasonable  answt 
You  probably  don't.  It  lies  in  the  co 
science  of  the  founder.  ■ 
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puts  the  pro 

In  PROductivity 


Specialists  increase  productivity.  And  Accountemps  professionals  are  temporary  personnel 
who  specialize  in  solving  your  bookkeeping,  accounting  and  data  processing  problems. 

Accountemps  specialists  are  slightly  over-qualified. 

That's  good  news  for  you.  You  don't  have  to  train  our  specialists:  You  just  give  them  a  few 
moments  of  orientation. 

And  here's  more  good  news  for  you.  Because  they  know  their  specialty  they  work  quickly 
and  efficiently — and  they  re  not  hampered  by  the  routine  interruptions  that  disrupt  your  regular 
mployees. 

A  call  to  any  one  of  80  offices  in  the 
Dnited  States,  Canada  and  Great 
Britain  will  bring  you  the  help  _ 

you  need  immediately — for  ^  ■*  >—■ 

a  day,  a  week,  a  month  or 
longer — whenever  you 
need  them — evenings 
3r  weekends. 


©  1984  Robert  Half  International  Inc.  All  offices  independently  owned  and  operated. 
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What  do  Texas,  California  and  actress 
Terry  Moore  have  in  common?  Persistence, 
and  some  of  Howard  Hughes  money. 


Collectors 


By  Anne  McGrath 


Howard  Hughes  died  eight 
full  years  ago.  The  battle  over 
his  estate  that  has  gone  on 
ever  since — Hughes  family  members 
and  their  lawyers  fighting  off  pseudo- 
family  members,  charities,  corpora- 
tions, the  IRS  and  the  states  of  Texas 
and  California — at  last  is  almost  over. 
Of  the  assorted  sharks  as- 
sembled for  the  feeding 
frenzy,  only  the  IRS 
and  the  two  states 
will  come  away 
with  significant  bites. 

The     extraordinarily 
high  stakes  explain  it  all, 
of  course:  why  it  took  so 
long,    why    there    were    so 
many  contestants — and  even  why 
a     settlement     is     finally     being 
reached. 

Texas,  for  instance,  with  an  in- 
heritance tax  rate  of  15%,  was 
drawn  by  the  $100  million  in 
taxes  and  interest  it  eventual- 
ly hoped  to  get:  It  insisted 
Hughes  was  born,  reared  and 
buried  in  Houston  and  never 
dropped  that  state  as  his  legal  do- 
micile. California  weighed  in  with  a 
claim  based  on  the  fact  that  he  spent 
the  biggest  chunk  of  his  adult  life 
there.  Sacramento  hoped  to  collect  on 
its  24%  rate  maybe  $200  million  in 
taxes  and  interest. 

But  the  estate  now  dwarfs  both 
those  figures.  It  includes  six  hotels 
and  casinos  in  Las  Vegas  and  Reno 
worth  maybe  $370  million;  $38.5  mil- 
lion paid  for  Hughes'  Air  West  in 
1980;  the  proceeds  from  Hughes  Heli- 
copters, sold  to  McDonnell  Douglas 
in  January  for  $280  million  plus  as- 
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sumption  of  debt;  over  20,000  acres  of 
land  near  Las  Vegas  worth  perhaps 
$150  million;  and  even  more  valuable 
prime  coastal  property  near  Los  Ange- 
les. All  together,  at  least  $1.1  billion. 
The  eventual  heirs — 22  relatives  on 
both  sides  of  Hughes'  family — of 
course  wanted  at  first  to  hang  on  to  all 
of  that  money,  less  an  inevitable  fed- 
eral tax.  They  plumped  for  estate-tax- 


started  acting  as  a  shuttle  diplomat 
between  Texas  and  California.  Fortu- 
nately, states  can  appreciate  a  bird  in 
the  hand  as  well.  According  to  Wil- 
liam Miller,  a  Houston  attorney  for 
the  family,  each  state  will  get  roughly 
half  its  claim,  assuming  the  U.S.  Su- 
preme Court  Special  Master  handling 
the  case  approves.  Texas  will  collect 
$25  million  now  and  another  $25  mil- 
lion next  year.  California  gets  $44 
million  in  cash,  with  $75  million  to 
come,  secured  by  a  chunk  of  Hughes 
land  near  Los  Angeles. 

The  cousins  must  be  breathing  a 
huge  sigh  of  relief.  Complications 
have  plagued  this  last  chapter  of  the 
bizarre  Howard  Hughes  story  from  be- 
ginning to  end.  Although  no  valid  will 
ever  surfaced,  some  40  phony  ones 
named  as  beneficiaries  everybody 
from  the  Mormon  church  to  the  Boy 
Scouts,  a  Utah  gas  station  attendant 
and  the  Acme  Mining  Co. — whose 
owner,  Martha  Graves,  is  serving 
time  for  petty  theft  and  forgery. 

Not  to  mention  alleged  wives  and 
children,  adds  attorney  Ted  Dinkins, 
the  attorney  ad  litem  for  any  un- 
known heirs.  "Whenever  you  have  a 
case  of  this  notoriety,  you  get  a  lot  of 
people  coming  out  of  the  woodwork." 
Four  so-called  heirs  who  presented 
their  cases  to  the  court 


free  Nevada  as  the  state  of  residence — 
where  Hughes  lived  last  before  mov- 
ing abroad. 

The  logjam  finally  broke  in  Au- 
gust— no  triumph  of  philosophical  or 
legal  principle,  but  evidently  on  the 
irrefutable  calculation  that  Texas  and 
California  are  litigious,  smell  too 
much  money  to  stop  and,  unlike  the 
cousins,  are  immortal. 

So   this   year   the   estate's   lawyer 


were    Claire    Bene- 
dict    Hudenberg,    a 
psychic  who  based 
her  claim  of  being 
Hughes'    daughter 
on  her  supposedly 
remarkable    resem- 
blance   to    Hughes; 
Alyce         Hovsepian 
Hughes,  Alma  Hughes 
and  actress  Terry  Moore, 
all  of  whom  claimed  to  be 
Hughes'  wives. 

"Alyce  and  Alma  .  .  . ,"  Houston 
judge  Pat  Gregory  reminisces  with  a 
grin  in  his  voice,  "both  were  delusion- 
al. Alyce  said  she  met  Hughes  in  a 
New  Jersey  mental  hospital.  He  had 
her  rehearse  a  marriage  scene  with 
him  that  she  later  found  out  was  the 
real  thing.  Alma  said  she  was  waiting 
on  a  gurney  in  a  Dallas  hospital  to 
have  a  hemorrhoidectomy  when 
Howard  came  along  with  a  preacher 
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Coffee  from  Costa  Rica. . . 
Teddy  bears  to  Tacoma. . . 
and  other  "essentials"  of  your 
everyday  life  are  brought  to  you  via 
Transway's  international  network  of 
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Aviation  Design  and  Modification  Division 

Orlando  international  Airport  (305)  859-0900 
Orlando,  Florida  32812 

San  Antonio  international  Airport  (512)  828-8151 
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body  mailed  a  lot  of  money 
for  what's  inside  this  box. 


Learn  how  to  protect  yourself 
against  mail  fraud  aimed  at  busines 
Write  to  the 
Chief  Postal  Inspector,  P.O.  Box  239 
Washington,  D.C.  20026-0900. 
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WATCH  OUT  FOR  MAO.  FRAUD 


and  got  her  to  marry  him.  She  was 
under  anesthesia,  so  he  had  to  twiddle 
her  lips  to  get  a  response." 

Moore's  claim  merited  more  scruti- 
ny. She  had  carried  on  some  sort  of 
relationship  with  Hughes.  She 
claimed  she  married  him  secretly 
aboard  his  yacht  in  1949,  when  his 
womanizing  reputation  might  have 
hurt  her  career  as  a  virginal  young 
actress.  No  record  of  the  marriage  ex- 
ists. The  ship's  captain,  who  allegedly 
performed  the  ceremony,  is  dead. 

The  Texas  court  finally  applied  its 
rule  of  judicial  estoppal  in  1981.  "If 
you  take  one  position  under  oath  in 
court  and  benefit  from  it,"  Judge 
Gregory  explains,  "you  can't  come 
back  later,  claim  that  a  contrary  posi- 
tion is  the  real  truth  and  gain  fromi 
that,  too."  Even  though  she  said  she 
had  never  divorced  Hughes,  Moore 


The  logjam  finally  broke  in 
August — no  triumph  of 
philosophical  or  legal 
principle,  but  evidently  on 
the  irrefutable  calculation 
that  Texas  and  California 
are  litigious,  smell  too 
much  money  to  stop  and, 
unlike  the  cousins,  are 
immortal. 


had  subsequently  married  three 
times,  had  dissolved  the  later  marr 
riages  and  received  court-sanctionei 
settlements,  so  she  couldn't  novi 
change  her  story. 

In  1981,  five  years  after  Hughes 
death,  Judge  Gregory  legally  identi: 
fied  the  legitimate  heirs — 17  materna 
relatives  or  their  estates  and  five  pi 
ternal  cousins — who  agreed  to  spli; 
the  fortune  fairly.  The  heirs  certaini 
have  a  motivation  for  getting  the  tw 
states  out  of  their  hair.  The  estate 
total  tax  liabilities  could  approach 
$300  million.  And,  of  course,  there  ar 
the  lawyers'  fees,  which  have  bee 
mounting  for  almost  a  decade.  Bi 
that  still  leaves  what  appears  to  II 
about  $800  million  to  inherit — an  a 
erage  of  $36  million  per  heir,  net. 

As  for  the  bogus  heirs,  one  of  them- 
Terry  Moore — is  not  hurting,  eithe 
She  took  her  claim  to  Nevada.  Tl 
family,  anxious  to  get  rid  of  her,  settl  J 
in  1983.  One  estimate  puts  the  figu 
at  $390,000.  She's  since  made  the  co 
er  of  Playboy,  published  her  paperbai 
memoir,  The  Beauty  and  the  Billionai 
and  sold  the  television  rights. 

To  the  loser  go  the  spoils? 
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If  you  don't  there's  an  easy 
toy  to  find  out. 

Send  for  your  copy  of  The 
4ew  Yorker  Guide  to  Selective 
llarketing. 

This  66-page  compendium 
>f  facts  and  figures  defines  and 
anks  the  best  markets  (based 
in  economic  activity)  for  quality 
nd  premium  products. 

And  it  gives  anyone 
nterested  in  marketing  a 
nethod  of  comparing  actual 
|ales  performance  with  sales 
>otential  in  those  areas  of  the 
ountry  where  many  of 
America's  most  affluent  families 
ive  and  work. 

The  price  for  one  copy  of 
|The  New  Yorker  Guide  to 
Selective  Marketing,  with 
Marketing  map,  is  $25.  But  if 
rou're  a  marketing  or 
advertising  executive,  who 
ivorks  for  a  manufacturer, 
Advertiser  or  advertising  agency, 
^ou  can  get  your  copy  of  our 
jreport  without  charge. 

Just  send  your  business  card 
ind  this  ad  to  The  New  Yorker, 
15  West  43rd  Street,  New  York, 
rV.Y  10036.  We'll  send  you  a 
free  copy  right  away. 

A  call  to  Marian  Confer, 
Research  Director,  at 
;212)  840-3800  will  get  the  same 
results,  only  sooner. 


"This  country  has  been  good  to  me." 
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The  Up  &  Comers 


It  takes  business  sense  to  get  this  rich,  even 
if  your e  singing  star  Michael  Jackson. 

Just  one  more 
Thriller 


By  Alex  Ben  Block 
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Michael  Jackson  in  concert 
Diversifying,  quietly. 


Lvnn  Goldsmith/LGJ 


ichael  Jackson's  solo  al 
bum  Thriller  has  not  onl]l 
made  him,  for  the  moment! 
the  hottest  pop  culture  phenomenon 
in  the  world.  It  has  also  made  him,  at 
age  26,  one  of  the  richer  people  id 
America.  Forbes  estimates  Jackson's! 
personal  fortune  is  just  under  $70  mil-| 
lion  and  counting. 

Jackson  doesn't  like  to  talk  abouu 
his  business  affairs.  He's  extremely 
conscious  of  his  image  as  a  creative] 
artist.  But  all  that  money  didn't  simn 
ply  start  rolling  in  by  itself.  It  appears 
the  moody  superstar  has  seen  to  i 
that  his  business  interests  are  nur-j 
tured  as  carefully  as  his  music. 

Jackson  got  an  early  start  in  the 
business.  He  and  his  four  brothers,! 
then  ages  11  to  18,  were  signed  to  a 
recording  contract  with  Motown  Rec- 
ords in  1969  that  paid  the  group  a 
royalty  rate  of  2.7%  of  the  wholesale] 
price  of  each  album  sold,  typical  for  a 
new  group  with  no  clout. 

Until  about  1973  the  Jackson  Fiva 
were  a  smash.  The  family  moved  intq 
a  southern  California  home  that  is] 
today  worth  over  $2  million.  Their 
blue-collar  father  hired  a  manager  and 
made  the  investments  (conservative),, 
while  Motown  made  the  artistic  deci- 
sions. The  hits,  mostly  up-tempo  mu( 
sic  known  as  the  bubblegum  sound, 
kept  coming  until  the  music  scenii 
began  to  shift.  Dead  ahead  lay  disco. 
For  a  while  the  Jacksons  seemed  head* 
ed  for  the  oblivion  that  swallowed  uai 
many  other  groups. 

But  the  brothers,  including  leadl 
singer  Michael,  were  growing  fast.> 
They  quit  Motown  in  1976  (except 
brother  Jermaine,  who  had  married: 
Motown  mogul  Berry  Gordy's  daugh-l 
ter)  for  Epic  Records,  part  of  CBS-' 
owned  Columbia  Records.  In  1978, 
with  real  creative  control  for  the  first" 
time,  The  Jacksons  (as  CBS  renamed 
them)  took  off  again.  Their  Destiny- 
album  sold  over  1.2  million  copies. 

By  1977  Michael  was  already  going 
out  on  his  own  with  solo  albums  and, 
when  he  Was  19,  with  a  movie  role  as- 
the  Scarecrow  in  the  musical  The  Wiz.  I 
The  movie  didn't  click  at  the  box  of- 
fice, but  while  working  on  it  Michael 
met  composer-arranger  Quincy  Jones, 
51,  who  became  his  most  productive 
creative  partner.  Their  first  joint  ef- 
fort was  Michael's  1980  solo  album, 
Off  the  Wall,  a  monster  hit  that  sold  8 
million  copies  and  spawned  four  top- 
ten  singles.  The  Michael  Jackson  phe-  j 
nomenon  was  rolling. 

After  Off  the  Wall,  Michael  decided  it  I 
was  time  to  have  his  own  attorney  | 
and  accountant,  as  well  as  his  own 
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When  it  comes  to  telling  people 
your  business,  nothing  beats  NYNEX  Yellow 
Pages.  Because  8  out  of  10  who  pick  one 
vup  follow  up  with  a  phone  call,  a  visit  or 
i  letter. 

In  short,  everybody  profits  from 
NYNEX  Yellow  Pages.  Both  businesses  and 
customers.  To  keep  it  that  way,  NYNEX  Infor- 
mation Resources  constantly  searches  out 
new  ways  to  make  directories  even  more 
helpful. 

New  graphics  make  ads  more 
powerful.  Products  listed  by  brand  name 
help  consumers  zero  in  on  what  they 
want.  Spanish  and  Business-to-Business 
Directories  help  advertisers  zero  in  on 
customers.  And  new  ways  to  get  both 


together  are  on  the  way. 

That's  not  just  altruism.  That's  good 
business  sense.  Because  we  profit,  too. 
Last  year,  NYNEX  directories  brought  in 
several  hundred  million  in  revenues.  Team 
New  York  drive  with  New  England  talent 
and  you  expect  to  win. 

NYNEX  is  the  parent  company  of 
NYNEX  Information  Resources,  plus 
New  York  Telephone,  New  England  Tele- 
phone and  other  subsidiaries  that  offer 
mobile  services  and  business  communi- 
cations equipment. 

For  information,  call  (800)  441  -1919. 
In  Utah,  call  (800)  453-9000.  Or  write 
Tony  Parra,  Dir.  of  Investor  Relations, 
NYNEX,  Box  2945,  NY,  NY  10185. 
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career.  He  chose  John  Branca  as  legal 
adviser  and  Marshall  Gelfand  as  his 
business  manager.  "Michael  Jackson 
has  been  exceptionally  gentlemanly 
and  kind  about  trying  to  save  face  for 
his  father,"  said  Caroline  Latham,  au- 
thor of  one  of  the  spate  of  paperback 
books  about  the  singer.  "But  the  fact 
is  [Michael's]  father  no  longer  makes 
any  decisions  [for  him].  It's  not  so 
much  estrangement  as  growing  up." 
Michael  also  changed  managers,  from 
the  team  of  Ron  Wiesner  and  Freddy 
De  Mann,  to  Frank  DiLeo,  who  had 
been  an  Epic  Records  vice  president. 
In  1980,  buttressed  by  Off  the  Wall, 
Jackson  and  his  advisers  insisted  CBS 
renegotiate  his  contract,  well  before 
Thriller  came  out  in  early  1983.  Jack- 
son's new  deal  reportedly  gave  him  an 
extraordinary  42%  of  the  wholesale 
price  of  each  album  sold  in  the  U.S., 
compared  with  10%  to  20%  for  most 
groups  and  25%  to  30%  for  a  superstar 
like  former  Beatle  Paul  McCartney. 
That  didn't  include  royalties  on  seven 
hit  singles  from  Thriller  or  the  reported 
4V2-cent  fee  as  writer  of  each  of  five 
songs  on  Thriller,  for  an  additional  22.5 
cents  every  time  an  album  was  sold. 
Thriller  has  sold  over  35  million 
copies,  which  is  at  least  10  million 
more  than  any  album  ever  sold  before. 
Altogether,  Thriller  has  earned  Jackson 
over  $50  million. 

Jackson  and  his  people  didn't  stop 
there.  He  personally  financed  a  $1.2 
million  video  of  the  song  "Thriller." 
Vestron  Video  packaged  it 
with  a  documentary  on  mak- 
ing Thriller  and  sold  nearly 
900,000  copies — the  biggest- 
selling  music  video  of  all  time 
by  a  wide  margin.  Jackson  will 
reap  an  estimated  $3  million 
from  that.  Plus  cable  rights 
worth  at  least  $550,000.  Plus  a 
near-$l  million  advance  on  a 
book  of  autobiographical  bits, 
poetry  and  pictures  for  Dou- 
bleday,  which  will  be  edited 
by  Jacqueline  Onassis.  Then, 
of  course,  there's  extensive  li- 
censing of  Michael  Jackson 
clothing,  accessories  and 
what-have-you.  And  he  has 
forced  CBS  to  renegotiate  his 
contract  yet  again. 

Just  one  more  hit  like  Thrill- 
er and  Michael  Jackson  would 
near  the  lower  rungs  of  The 
Forbes  Four  Hundred.  But 
don't  hold  your  breath  just  yet. 
Despite  the  enormous  hype, 
there  have  been  problems.  The 
current  Victory  tour,  put  to- 


gether by  promoter  Chuck  Sullivan 
for  a  guarantee  of  about  $41  million, 
will  gross  more  than  any  concert  tour 
ever.  But  Jackson  is  giving  his  share  to 
charity,  profiting  instead  from  record 
and  merchandise  sales.  The  Victory  al- 
bum, with  U.S.  sales  of  3  million 
copies  in  two  months,  rose  only  to 
number  four  on  the  Billboard  pop 
chart  and  recently  slipped  to  number 
eight.  Already,  a  more  explicitly  sex- 
ual singer  named  Prince,  with  a  hit 
movie  called  Pwple  Ram,  is  challeng- 
ing Jackson. 

Michael  will  no  doubt  do  another 
solo  album.  But  other,  different  irons 
are  already  in  the  fire.  Jackson  has 
said  that  as  soon  as  the  Victory  tour 
concerts  are  over,  he  will  act  in  a 
movie.  In  addition,  he  has  been  quiet- 


ly forming  five  new  corporations.' 
There  is  Michael  Jackson  Inc.,  the 
holding  company.  And  Optimum  Pro- 
ductions, which  is  hiring  a  roster  of 
staff  songwriters  and  producers,  to' 
make  videos  for  Jackson  and  other 
artists.  Another,  called  Experiments 
In  Sound,  hopes  to  develop  and  li- 
cense new  recording  technologies. 
Other  entities  will  publish  music  and 
invest  in  royalty-paying  song  cata-J 
logs,  a  perennial  rainy-day  invest- 
ment in  the  music  business.  Michael 
Jackson  already  owns  a  large  catalog 
that  includes  all  of  Sly  &  The  Family 
Stone's  music. 

It's  the  start  of  what  any  well-run 
conglomerate  does  with  a  cash  cow] 
that  won't  keep  producing  forever.  It 
diversifies. 


Latin  beat 


Ask  Joseph  Unanue  why  he  turned 
down  over  $100  million  from  a 
major  food  company  last  year,  and  he 
says:  "I  know  people  who  sold  out  and 
stayed  with  contracts.  After  a  while 
they  didn't  feel  wanted.  Besides,  what 
would  I  do  with  the  money?" 

Unanue,  the  husky,  59-year-old 
president  and  CEO  of  his  family- 
owned  company,  Goya  Foods,  Inc.,  is 
as  conservative  as  he  sounds.  Sales 
will  hit  $210  million  this  year,  having 
tripled  over  the  past  ten  years,  and 
Unanue  says  he  won't  tinker  with  a 
good  thing.  Goya  has  only  $105,000 
in  debt. 

The  company,  however,  is  at  a 
crossroads.    Does    it    try   to   expand 


Goya  Foods' Joseph  Unanue 

Withjalapenos  and  Yuppies,  take  it  slow. 


within  the  Spanish-speaking  popula- 
tion or  seek  non-Hispanic  customers? 
Does  it  expand  nationally,  acquiring 
food  distributors  in  California  and  the 
Southwest?  Or  does  it  stick  with  its> 
near-lock  on  the  Hispanic  market 
from  Boston  to  Washington,  plus  Mi- 
ami and  a  nice  piece  of  the  market 
back  in  Puerto  Rico? 

Goya  has  come  a  very  long  way 
already.  Joseph  Unanue's  father,  Pru- 
dencio  Unanue,  started  by  importing 
sardines  from  Morocco  nearly  50 
years  ago.  Now  Goya  Foods  is  simply 
the  most  successful  Hispanic-owned 
business  in  the  country.  Aftertax  prow 
its  are  probably  in  the  area  of  3%,  or 
$6.3  million,  good  for  a  food  distribu- 
tork  Fum     tor  and  manufacturer. 

On  the  surface  the  case  fon 
further  growth  is  strong.  Conj 
sider  the  demographics.  Thi 
Hispanic  population,  now  neaf 
16  million,  or  6.8%  of  the  total 
U.S.  population,  is  said  to  be 
the  fastest-growing  minority 
in  the  U.S.  By  the  year  2000  ifl 
could  number  30  millions 
nearly  11%.  The  company  es-j 
timates  it  currently  serves 
about  4.8  million  Hispanics 

However,  you  have  to  look 
under  the  surface.  The  fastest]  I 
growing   immigrant    segment 
of  the  Hispanic  population  is 
Mexican.  But  Goya's  market  uB 
mostly  among  Puerto  RicansB 
plus   some   Dominicans,   Col 
lombians  and  Cubans. 

"If  we  can  capture  part  of 
the  Mexican-American  mail 
ket  we'll  keep  growing,"  says 
Joseph  Unanue  of  his  Hispanic] 
universe. 

But  Goya  must  also  attract 
non-Hispanic    customers. 
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1930.  Sonat's  Southern  Natural  Gas 
pipeline,  built  with  muscle  and  mule- 
power,  totaled  420  miles  in  four  states. 

1984.  Sonat's  far-ranging  drillship, 
Discoverer  Seven  Seas,  symbolizes  the 
engineering  and  technical  skills  of 
6,000  talented  people  worldwide. 

Sonat  is  a  $3  billion  enterprise 
engaged  in  finding,  producing  and 
transporting  oil  and  natural  gas. 
This  requires  a  wealth  of  technical 
talent  in  all  our  businesses:  Sonat 
Exploration,  Southern  Natural  Gas, 
Sonat  Offshore  Drilling,  Sonat 
Marine,  Sonat  Subsea  Services 
and  Teleco  Oilfield  Services. 

Since  1929,  we've  been  in  the 
forefront  of  applying  capital  and 
technology  to  the  business  of  ener- 
gy. The  result  has  been  one  of  the 
healthiest  earnings  performances 
in  American  industry. 

Over  time,  and  across  the  wide 
world  of  energy,  Sonat  has  what  it 
takes  for  the  long  haul. 

For  more  information,  write  Sonat,  Dept.  5F, 
P.O.  Box  2563,  Birmingham,  AL  35202. 


Focus  on  Hessische  Landesbank  -  Girozentrale  - 


"Half  of  Germany's  top  10 
banks  are  Frankfurt-based- 
We're  one  of  them." 


Let's  start  with  Frankfurt. 
Why  is  Frankfurt  so  important? 

"Frankfurt  ranks  among 
the  world's  foremost  banking 
and  financial  centers.  150  Ger- 
man banking  institutions 
operate  here,  and  Frankfurt 
has  more  international  banks 
than  any  other  city  in  Conti- 
nental Europe. 

The  Bundesbank  is  head- 
quartered here,  and  the 
Frankfurt  Stock  Exchange  is 
Germany's  largest,  accounting 
for  nearly  half  of  the  stock 
exchange  transactions,  two- 
thirds  of  its  dealings  in 
foreign  shares  and  some  80 
per  cent  of  the  business  in 
foreign  fixed-interest  securi- 
ties. 

Perhaps  less  well-known 
internationally  is  that  Hes- 
sische Landesbank  is  one  of 
Frankfurt's  big  native-born 
banks.  Half  of  Germany's  top 
10  banks  are  Frankfurt-based. 
We're  one  of  them." 

About  the  bank  itself. 

What  are  its  size  and  structure? 

"With  total  assets  of  some 
DM  63  billion,  Hessische 
Landesbank  is  Germany's 
10th  largest  bank,  3rd  among 
Landesbanks.  It  is  a  govern- 
ment-backed regional  bank 
with  its  liabilities  guaranteed 
jointly  by  the  State  of  Hesse 
and  its  Sparkassen  and  Giro 
Association.  We  also  act  as 
banker  to  the  State  of  Hesse 
from  which  our  name  is 
derived,  and  perform  clearing 
functions  for  the  52  local 
Sparkassen." 

What  about  your  service 
facilities? 

"As  a  German  universal 
bank,  our  facilities  cover  the 
full  range  of  commercial  and 
investment  banking  services. 


Internationally,  we  concen- 
trate on  wholesale  banking 
and  medium  to  long-term 
financing. 

Recently  we  have  also  sig- 
nificantly expanded  our 
money  market  operations, 
drawing  on  the  combined 
facilities  of  our  London,  New 
York,  and  Luxembourg  deal- 
ing rooms. 

Moreover,  we  participate 
regularly  in  international 
bond,  note  and  share  issues, 
and  perform  brokerage  func- 
tions for  international  inves- 
tors. Our  membership  of  the 
Frankfurt  Stock  Exchange 
facilitates  dealing  in  quoted 
shares  and  fixed-interest  secu- 
rities." 

And  sources  of  funds? 

"A  large  part  of  our  fund- 
ing is  done  by  issuing  our 
own  bonds  and  SD  Certifi- 
cates (Schuldscheindarlehen). 
The  total  outstanding  is  over 
DM  26  billion.  As  well,  cor- 
porations, governments,  and 
other  institutional  investors 
consider  Hessische  Landes- 
bank a  prime  name  for  large- 
scale  deposits." 

Who  are  the  bank's  main 
clients? 

"As  a  wholesale  bank,  our 
service  facilities  are  tailored 
for  large,  internationally- 
active  corporations,  foreign 
governments,  and  financial 
institutions,  as  well  as  subsidi- 
aries of  international  com- 
panies operating  in  Germany. 


Heiaba  Fcra 

Hessische  Landesbank  -Girozentrale  - 


As  bankers  to  the  State  of 
Hesse,  we  support  state-wide 
and  municipal  programs,  and 
work  closely  with  Hesse's 
Sparkassen  and  their  clients, 
for  example  on  the  foreign 
side." 

How  do  you  see  your  position 
developing  internationally? 

"Without  neglecting  our 
home  base  in  Frankfurt,  we 
have  assembled  a  team  of 
banking  professionals  devo- 
ted to  building  a  strong  inter- 
national track  record  based 
on  pragmatic  banking  prin- 
ciples, the  most  modern  tech- 
nical and  support  facilities, 
and  the  highest  standards  of 
client  service.  International 
banking  is  quite  competitive, 
and  banks  that  try  harder  for 
their  clients  and  give  them 
fast,  personal  service  often 
have  the  edge.  This  is  one  of 
our  major  objectives." 

Head  Office 

Junghofstrasse  18-26 

D-6000  Frankfurt/Main 

Tel.:  (069)  132-01,  Tx:  415291-0 

New  York  Branch 

499  Park  Avenue 

New  York,  New  York  10022 

Tel.:  (212)  3712500,  Tx:  234426 

London  Branch 

8,  Moorgate 

London  EC2R6DD 

Tel:  01-7264554,  Tx:  887511 

Luxembourg  Subsidiary 

Heiaba  Luxembourg 
Hessische  Landesbank 
International  S.A. 
4,  Place  de  Paris 
Tel:  (52)  4994011, 
Tx:  3  295  hela  lu 
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Goya  doesn't  crack  the  Anglo  market, 
it'll  miss  90% -plus  of  the  domestic 
population,"  warns  the  manager  of  a 
major  competitor's  Mexican  food  di- 
vision. "Future  growth  will  be  limit- 
ed. Restaurants  are  paving  the  way  for 
Mexican  food,  but  who  is  doing  it  for 
the  Hispanic  market?" 

In  his  comfortable  office  in  Secau- 
cus,  N.J.,  handy  to  New  York  City,  his 
biggest  market,  Unanue  says  he  won't 
be  rushed  into  snap  decisions. 

But  what  next?  Unanue  is  uncer- 
tain. He  wants  to  market  Goya  prod- 
ucts nationally — there  are  already 
some  sales  in  Colorado,  Georgia,  Vir- 
ginia, North  Carolina,  Texas,  Califor- 
nia and  Florida — but  he  lacks  the  sales 
and  management  personnel  to  make  a 
big  push.  "Too  many  companies  grow 
too  fast  and  then  have  financial  prob- 
lems," Unanue  says.  "We  can  do  bet- 
ter by  taking  it  easy." 


"What  do  you  want  me  to 
do,  spend  $5  million  adver- 
tising to  non-Hispanics?" 
Unanue  counters.  "Where's 
my  return?  If  we  don't  sell, 
we're  out  $5  million." 


In  late  1982  he  introduced  Mexican 
food  into  the  Houston  market.  But, 
he  says,  Goya  hadn't  done  its  home- 
work. The  diet  of  the  Caribbean  im- 
migrants that  Goya  is  used  to  is  rice- 
and  wheat-based  and  mildly  spicy; 
Mexican  food  is  corn-based  and  much 
hotter.  "We  didn't  have  the  right 
product  line  for  Mexican-Americans, 
such  as  the  right  jalapeho  peppers  and 
chili  sauces,"  Unanue  says.  "Our  line 
was  geared  for  the  tourist  returning 
from  Mexico."  He'll  know  better  the 
next  time. 

The  company  also  tried  to  crack  the 
highly  competitive  Cuban  market  in 
Florida,  with  only  moderate  success. 
Goya's  name  was  unknown  in  Cuba, 
and  immigrant  Cuban  food  wholesal- 
ers had  the  familiar  brands. 

Lately,  Joseph  Unanue  has  been 
taking  a  stab  at  young,  sophisticated 
non-Hispanic  customers,  but  the 
only  real  success  so  far  among  non- 
Hispanic  Americans  is  cream  of 
coconut,  absolutely  essential  for  pifia 
coladas.  Goya  earmarks  only  $1  mil- 
lion of  its  $5  million  advertising 
budget  for  the  English-speaking  mar- 
ket. So  far,  very  few  Yuppies  cook 
with  sofrito — a  popular  Caribbean 
and  South  American  condiment — or 
recaito,    a    cooking    base    of    pureed 
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This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these  securities. 

The  offer  is  made  only  by  the  Prospectus. 


August  15, 1984 


4,000,000  Shares 

/S\  maxicare 


i*>£  j.  hecxlth  plans,  inc. 


maxicare 


Common  Stock 

(no  stated  value) 


Price  $22.50  Per  Share 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  in  which  this 

announcement  is  circulated  only  from  such  of  the  undersigned 

as  may  legally  offer  these  securities  in  such  State. 


Salomon  Brothers  Inc 


Montgomery  Securities 


The  First  Boston  Corporation     Merrill  Lynch  Capital  Markets     Morgan  Stanley  &  Co. 

Incorporated 

Bear,  Stearns  &  Co.  Becker  Paribas  Alex.  Brown  &  Sons 

Incorporated  Incorporated 

Dillon,  Read  &  Co.  Inc.  Drexel  Burnham  Lambert  Hambrecht  &  Quist 

Incorporated  Incorporated 

E.  F.  Hutton  &  Company  Inc.  Kidder,  Peabody  &  Co.  Lazard  Freres  &  Co. 

Incorporated 

PaineWebber  Prudential-Bache  Robertson,  Colman  &  Stephens 

Securities 

Smith  Barney,  Harris  Upham  &  Co. 

Incorporated 

Sanford  C.  Bernstein  &  Co.,  Inc. 


Incorporated 


L.  F.  Rothschild,  Unterberg,  Towbin 
Dean  Witter  Reynolds  Inc. 
Arnhold  and  S.  Bleichroeder,  Inc. 


Bateman  Eichler,  Hill  Richards 

Incorporated 

William  Blair  &  Company  Cable,  Howse  &  Ragen  Conning  and  Company 


Cowen  &  Co. 


Crowell,  Weedon  &  Co. 


Wedbush,  Noble,  Cooke,  Inc. 


An  elegant  investment  you  can 
take  to  the  bank:  the  MD-80  jetliner. 


Fashions  by  Giorgto.  Beverly  Hills. 
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DOES  YOUR 
BUSINESS 

CARD 

INCLUDE 

AN  800 

NUMBER? 


EXECUSERVE 

NATIONWIDE  TOLL-FREE 

ANSWERING  SERVICES 

GET  ALL  THE  ANSWERS: 

1-800  YOUR  MESSAGES 
1-800  YOUR  LOCATION 
1-800  YOUR  AD  RESPONSE 

We  have  the  best  nationwide  answering 
service  available  at  the  lowest  rates  any- 
where. Find  out  today  what  an  800  num- 
ber can  do  for  you  and  your  business. 

For  Information: 
Call  Today  1-800-531-5314 
In  Texas  1-800-292-5619 


Our  reach 

is  within 

your  grasp 


An  effective,  quality  publication  that 
serves  Global  Marketing  objectives  by 
reaching  consumer  product  importers  in 
132  countries  at  low  cost. 


For  4-color  folder,  write: 

PRODUCTS  USA  -  Box  367 

681  Lexington  Avenue;  New  York,  NY  10022 


(800)223-5107 


In  NY  State  call: 
(212)  371-8686 


The  Up  &  Comers 


spices  and  vegetables  heavily  fla- 
vored with  coriander. 

"What  do  you  want  me  to  do,  spend 
$5  million  advertising  to  non-Hispan- 
ics?"  Unanue  counters.  "Where's  myl 
return?  If  we  don't  sell,  we're  out  $5: 
million." 

With  no  stock  in  public  hands, 
Goya  has  no  price/earnings  multiple 
to  defend,  and  the  Unanues  are  not] 
ambitious  hotshots  with  something' 
personal  to  prove.  No  big  risks  for! 
them.  These  are  solid,  long-term] 
builders  who  move  to  an  orderly,  con- 
servative rhythm.  Slow,  careful,  sure. 
That's  their  way. 

Goya,  for  instance,  is  the  only  ma- 
jor food  wholesaler  and  distributed 
that  still  makes  weekly  calls  on  all  its 
accounts  (most  majors  use  less-costly 
independent  brokers).  The  practice, 
Unanue  explains,  protects  precious 
shelf  space:  "That's  the  way  we've! 


"They  won't  gamble  Goya's 
fortune.  They  are  spending 
their  money,  not  stock- 
holders' money.  A  family 
business  is  a  family 
business,  even  if  it's  as 
large  as  this  one." 


always  done  business."  And  he  hasn't  J 
forgotten  the  neighborhood  bodegas,  I 
which  supported  his  company  in  the  J 
old  days.  Everybody  gets  the  same] 
price — hole-in-the-wall  bodega  or  su-j 
permarket  chain. 

Goya  is  anyone's  idea  of  a  family I 
business.  All  four  of  Prudencio  Unan-| 
ue's  sons  earned  degrees  as  mechani- 
cal engineers,  but  eventually  all  re-j 
turned  to  the  company.  Joseph  and] 
brother  Frank,  who  runs  the  Puerto] 
Rican  operations,  each  own  roughly! 
25%;  18  additional  family  members! 
share  the  rest.  (Prudencio  Unanue  and] 
one  of  his  sons  have  died.  A  second] 
son  sold  his  shares  to  his  brothers.)  As] 
a  family,  the  Unanues  are  more  than! 
halfway  toward  The  Forbes  Four  Hun- 1 
dred  status,  but  Joe  will  take  no  big] 
risks  to  get  there  in  a  hurry.  Growth, 
yes,  but  careful  growth.  The  next  gen- 
eration is  soon  enough. 

New  York  advertising  executive] 
Paula  Green,  responsible  for  Goya's] 
English-language  advertising  cam- 
paign, sums  it  up  best:  "They  won't] 
gamble  Goya's  fortune.  They  are] 
spending  their  money,  not  stock-! 
holders'  money.  A  family  business  is  a| 
family  business,  even  if  it's  as  large  asl 
this  one." — Jeffrey  A.  Trachtenberg 
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QUALITY . . .  THE  WINNING  EDGE! 

With  over  4V2  million  readers  per  month 

representing  our  quantity,  it's  the  quality  of 

our  publications  that  puts  us  out  in  front  of  the  pack. 

j  We  don't  merely  keep  pace  with  the  rest  of  the  inflight  magazines  . . .  we  set  the  pace. 

ialsey  publications  offer  innovative  editorial  content,  creative  graphics  and  quality  repro- 

iuction  on  fine,  coated  paper. 

;  Halsey  Publishing  Co.  and  Air  Group  One  offer  the  advertiser  the  opportunity  to  join  the 

rinners:  Delta  SKY\  AirCal,  BRANIFF,  Frontier,  and  Butler  Aviation's  Skylite.  Inflight 

^agazines  with  all  original  articles  and  full  color  throughout  each  publication.  Not  a  single 

^.oryjumps  to  the  back  of  the  publication  —  so  not  a  single  advertisement  is  passed  by. 

i  If  you  want  to  be  out  front  with  your  ad  campaign,  call  collect  or  write  us  today.  We'll  give 

Jdu  all  the  details  on  howyou,  too,  can  become  the  leader  of  the  pack. 


Advertising  Manager:  Alan  Winter 
HALSEY  PUBLISHING  CO. 

1 2955  Biscavne  Boulevard 
North  Miami.  Florida  33 1 8 1 
Phone:(305)893-1520 
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Technology 


Edited  by  Stephen  Kindel 


After  winning  the  battle  to  make  ends  meet, 
some  people  who  got  rich  from  technology 
find  fun,  if  not  always  more  profit,  by 
investing  in  other  people  s  hard  work. 

Counselor/coach 
syndrome 


The  computer  fortunes  made  by 
Apple  founders  Steve  Jobs  and 
Steve  Wozniak  have  now  reached 
such  legendary  proportions  that  peo- 
ple may  find  it  hard  to  remember,  or 
believe,  that  fortunes  were  made  in 
Silicon  Valley  when  those  two  wun- 
derkinder  were  still  in  diapers.  These 
earlier  jackpots  are  not  the  kinds  of 
fortunes  that  earn  a  listing  in  this 
particular  issue  of  Forbes,  but  they 
are,  nonetheless,  fortunes. 

The  people  who  earned  these  for- 
tunes have  managed  to  provide  for 
their  needs,  and  for  the  most  part  can 
indulge  their  most  extravagant  de- 
sires. But  the  men  who  made  theii 
money  in  Silicon  Valley  b.a.  (before 
Apple)  seem  to  have  profited  most  by 
their  experience  as  entrepreneurs  by 
investing  in  the  ideas  of  others.  Here, 
a  report  on  what  three  b.a.  million- 
aires have  been  up  to  lately. 

None  of  the  three  made  fortunes  on 
the  grand  scale  of,  say,  William  Hew* 
lett  and  David  Packard,  whose  now^v 
giant  computer  company  predates' 
even  the  post- World  War  II  rise  oh 
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Zeev  Drori  with  wife  Carolynne  and  son  Avi  in  front  of  their  Brentwood  villa 
"Venture  capital  is  good,  for  me.  It  forces  me  always  to  look  ahead." 
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Ii  1957,  two  new  stars  started  playing  on  TV. 

C  e  you  already  recognize.  The  other     Hearing  what  people  need  and  seeking 

v  s  a  brand  new  invention  3M  intra-        new  ways  to  improve  our  answers  (300        For  your  free  3M  Products  and 
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Sice  then,  over  300  improvements         performance  consumer  products.  From     I  22002,  Robbinsdale,  MN  55422. 
liar,  our  invention  has  been  the              Thinsulate*  Thermal  Insulation  that's         I 

s  indard  of  the  television  industry  It's     nearlV twice  as  warm  as  down- t0                 Name 

c  ne  around  the  world  and  into  outer      Scotchgard8  Protectors  and  floppy  disks   | 

sace.  It's  even  won  an  Emmy                for  nome  computers.  When  it  comes  to     ,  Aaaress 

IF„,  0. .  o     .  .  , ,                '                 breakthrough  innovation,  leave  it  to  3M.    I 

Ii  fact,  3M  Scotch1  brand  one-half           ,.,     ,         T      .    ^    ,.        .                         ,  City                    State         Zip 

iih  videotape  is  so  exceptional,  it           We  alwaVs  be9in  bY  listening.                           '                                        K 

6  3n  holds  a  lifetime  warranty  against                                                                          ,  0r  caH  tol|-free- 1-800-336-4327. 
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Silicon  Valley.  H-P  is  a  genuine  case 
oi  men  being  in  the  right  place  at  the 
right  time,  consistently  with  the  right 
products. 

Nor  is  any  in  the  same  class  as  Max 
Palevsky,  another  of  the  postwar  b.a. 
group  who  struck  it  hugely  rich.  Pa- 
levsky's  good  fortune,  of  course,  came 
at  the  expense  of  Xerox  shareholders. 
When  it  purchased  Palevsky's  Scien- 
tific Data  Systems,  a  maker  of  large 
computers,  in  1969,  Xerox  paid  him 
more  than  $100  million  for  his  share 
of  the  company. 

No,  our  three  cases  are  just  seven- 
or  eight-digit  rich.  They  made  their 
little  bundles  before  the  rise  of  sophis- 
ticated venture  capital  backers, 
whose  timely  presence,  shaping  the 
right  sort  of  deal,  might  have  enabled 
them  to  grow  with  less  pain  and  leave 
with  far  bigger  bundles. 

But  not  everyone  wishes  they  had 
more  money  at  the  start.  Ze'ev  Drori, 
who  founded  Monolithic  Memories, 
Inc.  in  January  1970,  thinks  that  too 
much  money  at  the  beginning  can 
hurt  a  young  company.  Says  Drori,  "A 
lot  of  money  removes  the  discipline 
from  a  young  company.  They  go 
charging  off  in  too  many  different  di- 
rections and  don't  pay  close  enough 
attention  to  the  market  or  getting 
their  product  out  on  time." 

Drori  had  none  of  those  problems 
when  he  started.  Monolithic  was  the 
first  company  to  develop  a  bipolar 
PROM  (programmable  read  only 
memory)  technology,  to  implement 
software  using  silicon.  A  relatively 
old  32  at  the  time  he  founded  Mono- 
lithic, Drori,  an  Israeli  who  arrived  in 
the  U.S.  in  the  early  1960s,  had  al- 
ready earned  a  reputation  as  a  talented 
engineer  at  IBM,  where  he  was  engi- 
neering manager  of  semiconductor 
memory  products.  In  the  already  wild 
entrepreneurial  spirit  of  Silicon  Val- 
ley, Drori  began  to  think,  "If  I  can  do 
this  for  IBM  [design  chips],  I  can  do  it 
for  myself."  That  he  did.  With  only 
$2.3  million  in  initial  capital,  raised 
mostly  from  friends  (very  small  for  a 
semiconductor  startup,  even  in  those 
days),  Drori  built  a  company  that  was 
selling  almost  $21  million  worth  of 
chips  a  year  by  1974,  and  earning  20% 
pretax  profit  in  the  process. 

With  growth  like  that,  Drori  decid- 
ed to  take  Monolithic:  public  in  1974. 
Had  he  done  so  then,  he  might  well  be 
sitting  on  the  current  Forbes  Four 
Hundred.  But  Monolithic  s  offering 


E.  Floyd  Kvamme  at  Palo  Alto's  New  Varsity  restaurant 

"Encouraging  other  people's  creativity  makes  you  have  what  it  takes." 


never  came  off.  What  went  wrong? 
The  recession  and  the  fact  that  there 
was  essentially  no  market  at  the  time. 
"Because  we  were  undercapitalized," 
says  Drori,  "we  were  working  off  re- 
tained earnings  and  spending  22%  of 
our  sales  on  R&D,  trying  to  stay 
ahead  of  our  competition.  When  rev- 
enues begin  to  fall  off,  and  they  have 
to  if  you  can't  keep  new  products 
coming  into  the  market  at  a  very  rapid 
pace,  you  get  killed." 

Monolithic  got  killed.  While  com- 
panies such  as  Intel  and  National 
Semiconductor  boomed  along,  Mono- 
lithic limped,  its  sales  still  growing, 
but  at  nowhere  near  the  rate  of  its 
palmy  early  days.  Finally,  in  1980,  a 
combination  of  strong  market  forces 


and  a  reinvigorated  capital  market  al- 
lowed Monolithic  to  raise  the  money 
it  needed  to  get  back  into  the  game. 
That  offering,  and  a  subsequent  one,, 
as  well  aS  retained  earnings,  left  the 
company  (1984  sales,  $185  million) 
with  over  $80  million  in  working  cap- 
ital to  invest  in  the  newer  CMOS 
(complementary  metal  on  silicon) 
technology  that  was  augmenting  bi- 
polar. But  it  left  Drori  with,  as  he 
says,  "tens  of  millions  and  the  time  to 
do  other  things." 

Such  as?  "Well,  last  year  I  had  a 
small  fling  with  the  movies.  After  I 
moved  down  here  to  Los  Angeles,  1 
decided  I  wanted  to  hobnob  with  peo- 
ple in  show  business.  But  I  learned 
that  this  is  not  really  a  business.  For- 
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Everybody  talks  about  "tech- 
nology!' 

We'd  like  to  talk  to  you  about 
making  money. 

We  — Pacific  Telesis  Group  — 
came  out  of  the  AT&T  breakup 
with  an  enviable  opportunity.  Our 
markets  —  California  and  Nevada 
—have  the  greatest  communi- 
cations growth  potential  in  the 
country. 

The  way  to  capitalize  on  that 
opportunity  is  to  put  technology 
where  it's  most  profitable.  We  call 
it  "Technology  on  Target,"  and 
here's  how  we  do  it. 

We've  focused  our  marketing    ■ 
strategy  on  six  key  customer 
segments.  One  of  them,  Priority 
Business,  includes  our  largest 
corporate  customers. They 
generate  30  percent  of 


technology 
n  target. 


revenues. 

Determining  what  technology 
Priority  customers  want  and  put- 
ting it  where  they  want  it  is  the 
key  to  profitability. 

Transmission  technology. 
Pacific  Bell  has  spent  over  $2 
billion  in  each  of  the  last  four  years 
to  expand  and  modernize  its. 
network. 

The  result:  Today,  65  percent 
of  Pacific  Bell's  central  office 
switching  systems  are  computer- 
controlled.  But  in  downtown  Los 
Angeles  and  San  Francisco,  the 
figure  is  nearly  90 percent— today. 

Computerized  switches  give 
us  new,  sophisticated  services  to 
sell,  are  more  reliable  and  cost 
half  as  much  to  operate  and  main- 
tain as  their 
electromechan- 
ical predeces- 
sors. The  result: 
We  can  provide 
our  customers 


more  and  better  services 
and  make  more  money  • 
doing  it. 

Another  example.  By 
the  end  of  1984, 55 
percent  of  our  trans- 
mission lines  be- 
tween central 
offices  will  be 

^  Out  liber 
optics  cable 
ow  transmits 
'  times  more  data 
than  copper  cable 
three  times  its  size. 

Again,  though, 
we've  targeted  our 
technology  where  the 
revenues  are.  100  per- 
cent of  interoffice  facili- 
ties in  downtown  Los 
Angeles  and  San  Fran- 
cisco are  already  digital 
today. 
Fiber  optics.  Fiber 
optics  technology  is  rapidly 
replacing  copper  cable  as 
the  transmission  medium  of 
choice.  On  a  per-foot  basis, 
fiber  costs  one-sixth  as  much 
to  install  and  one-fourth  as 
much  to  operate. 
fn  the  last  four  years,  we've 
installed  more  fiber  than  any  other 
local  communications  company. 
By  the  end  of  1984,  we'll  have  42 
million  fiber  meters  in  place  in 
major  market  areas  in  California. 
But,  again,  the  real  story  for  in- 
vestors is  where  we're  putting  it. 
The  1984  Los  Angeles  Olym- 
pic Games.  To  connect  24  widely- 
separated  Olympic  sites,  we've 
built  the  most  modern,  all-fiber 
metropolitan  communications  sys- 
tem in  the  world.  But  it  won't  just 
sit  there  now  that  the  Games  are 
over.  We're  marketing  it  to  large 
Southern  California  corporations. 

At  Pacific  Telesis  Group,  we 
believe  having  the  right  technology 
isn't  enough— for  our  investors 
or  our  customers. 

Technology  on  target  is  what 
really  pays  off 

If  you'd  like  more  information 
about  Pacific  Telesis  Group,  write 
Michael  McGreevy,  Director,  In- 
vestor Relations,  140  New  Mont- 
gomery Street,  San  Francisco, 
California  94105. 
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tunately,  I  don't  have  as  much  money 
to  lose  as  Max  [Palevsky],  so  I  didn't." 
From  now  on,  says  Drori,  he  will  stick 
to  investing  in  other  high-technology 
companies:  "I  think  it  is  time  that  my 
money  works  for  me."  And  what  of 
Monolithic  Memories?  While  Drori  is 
still  chairman  and  the  largest  individ- 
ual shareholder,  he  rarely  comes  into 
the  office.  Says  Drori,  "The  real  sev- 
en-year itch  is  between  executives 
and  their  companies.  Past  seven 
years,  you  begin  to  capitalize  on  the 
past  and  not  look  to  the  future.  That 
is  one  reason  venture  capital  is  good 
for  me.  It  forces  me  always  to  look 
ahead." 

Also  letting  his  money  work  for 
him  is  E.  Floyd  Kvamme,  46,  an  origi- 
nal founder  of  National  Semiconduc- 
tor Corp.  After  leaving  National 
Semiconductor  in   1982,   with  what 


Kvamme  describes  as  "not  a  lot  of 
money,  but  comfortable,  in  seven  fig- 
ures," he  went  to  Apple  as  executive 
vice  president  for  marketing  and 
sales;  he  was  chiefly  responsible  for 
efforts  to  sell  Apple's  personal  com- 
puters. That  role  came  to  an  end  after 
Apple  brought  in  John  Sculley  from 
PepsiCo  last  year.  Sculley  almost  im- 
mediately reshaped  Apple's  market- 
ing strategy  away  from  national  ac- 
count selling  (Forbes,  Feb.  13).  That 
move,  as  Kvamme  says,  made  him 
redundant:  "They  changed  their  mar- 
keting concept  from  a  one-product, 
one-distribution  channel  strategy  to  a 
multiproduct  and  multidistribution 
channel  strategy.  It  was  the  right  shift 
for  Apple,  but  the  wrong  one  for  me." 
Did  the  shift  bother  Kvamme?  Not  in 
the  least.  He  says  he  initially  planned 
to  go  into  venture  capital:  "When  I 
left  National,  I  kept  asking  myself, 
'Why  am  I  not  doing  that?'  "  Now  he 
is,  with  San  Francisco-based  Kleiner 
Perkins  Caufield  &.  Byers,  operating 
out  of  an  office  in  Palo  Alto. 

Kvamme  has  a  good  theory  about 


why  people  who  started  Silicon  Val- 
ley companies  almost  invariably  go 
on  to  venture  financing.  He  calls  it 
the  counselor/coach  syndrome.  "The 
most  successful  firms,"  he  says,  "arm 
filled  with  people  who,  by  virtue  of 
having  built  companies,  dealt  with  a 
large  number  of  people  who  worked 
with  ideas.  At  National  Semiconduc- 
tor, for  example,  there  were  21  differ- 
ent directorates;  that  is,  different 
business  areas.  If  you  develop  the 
skills  to  manage  that  many  different 
kinds  of  products,  you  probably  are 
pretty  good  at  encouraging  other  peo- 
ple's creativity,  being  a  counselor  or 
coach.  And  you  probably  have  what  it 
takes  to  be  a  venture  capitalist." 

Another  pioneer  who  agrees  with 
that  notion  is  Nolan  Bushnell.  If  any- 
one represents  the  popular  image  of 
trendy  California,  it  is  Bushnell,  now 
41,  who  founded  Atari,  Inc.  and  gave' 
the  world  videogames — Atari's  first 
was  Pong — in  1971.  By  1976  Atari  be- 
longed to  Warner  Communications,! 
and  Nolan  was  $15  million  richer; 
The    following    year    his    newfound 


Nolan  Bushnell  in  his  Sunnyvale  office 

"The  little  M.B.A.  bastards  are  not  venturesome  enough. 
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Japan  is  buying  American 
.tore  technology. 


Our  Hussmann  subsidiary 
display  and  environmental  systems  for  food 
in  70  countries.  Hussmann  technology  is  at  work 
convenience  stores  in  Japan  alone. 
IC  Industries  kind  of  market. 


tmation  on  IC  Industries  (Stock  symbol  —  fCX),  please  write: 

•< .  S.  IC  Industries.  One  Illinois  Center,  111  East  Wacker  Drive.  Chicago,  Illinois  60601. 
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ONE  COMPANY  HAS  CREATED 
THE  ONLY  FLYING  ELECTRONIC  WARRIORS 

IN  THE  FREE  WORLD. 

THE  COMPANY  IS  GRUMMAN. 


Two  of  the  most  sophisticated  military 
aircraft  in  the  skies  today  are  armed  not  with 
missiles  but  with  electrons. 

They're  both  built  by  Grumman.  The  carrier- 
based  E  A-6B  for  the  Navy  and  Marine  Corps; 
the  EF-111  for  the  Air  Force.  In  each  case,  their 
primary  mission  is  to  provide  the  electronic  coun- 
termeasures  that  can  blind  an  enemy  to  the 
movements  of  surface  fleets  and  airborne  strike 
forces. 

The  way  these  aircraft  do  it  is  with  tactical 
jamming  systems.  Highly  powerful  systems  that 
can  disrupt  hostile  early  warning  radar,  commun- 
ications, and  radar-controlled  weapons.  Con- 
stantly updated  systems  that  can  provide  coverage 
throughout  the  entire  spectrum  of  tactical  mis- 
sions and  radar  suppression  requirements. 

Providing  electronic  warriors  with  capabili- 
ties like  these  requires  a  host  of  technologies.  Com- 
ing soon:  an  electronic  countermeasures  system 
for  an  Army  helicopter,  as  well  as  an  aircraft  that 
flies  on  a  wing  that  sweeps  forward  instead  of 
back.  So  whether  it's  keeping  today's  aircraft 
preeminent  or  making  tomorrow's  unmatched,  we 
have  the  technology  for  the  job  at  hand. 


THE  TECHNOLOGY  FOR  THE  JOB  AT  HAND. 
GRUMMAN 
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wealth  bought  Pizza  Time  Theatre, 
Inc.,  which  combined  fast  food  with 
videogames,  from  Atari.  After  a  prom- 
ising start,  Pizza  Time  Theatre  and  its 
animated  robots  fell  on  hard  times. 
The  company  is  now  in  the  hands  of 
its  creditors,  but  that  hasn't  slowed 
down  Nolan  a  whit.  Besides  running 
the  trendy  Lion  &.  Compass  restau- 


rant in  Sunnyvale  (Forbes,  Oct.  24, 
1983),  Bushnell's  venture  capital  firm, 
Catalyst  Technologies,  is  nursing 
what  he  hopes  will  be  an  entire  new 
generation  of  products  and  companies 
for  the  marketplace.  Chief  among 
them  is  Etak,  Inc.,  a  firm  that  will 
supply  on-board  navigation  equip- 
ment for  automobiles,  and  ACTV, 
Inc.,  a  company  that  developed  a  tech- 
nology allowing  people  to  intervene 
in  television  programs  to  customize 
the  content.  Says  Bushnell,  "Venture 
capital  allows  you  to  bet  on  several 
different  things  at  once.  You  can  en- 


courage people  to  be  daring.  It  really 
shouldn't  matter  if  you  lose  a  little 
now  and  then.  The  real  problem  is 
that  the  little  M.B.A.  bastards  are 
ruining  venture  capital  by  not  being 
venturesome  enough.  They  want 
market-share  companies.  So  instead 
of  nurturing  people  with  good  ideas, 
they  produce  whole  sick  industries, 
like  the  disk-drive  industry,  which 
has  more  than  a  hundred  companies, 
each  looking  for  3%  or  4%  of  the 
market.  Investing  your  money  should 
be  fun.  That's  what  venturing 
means." — S.K. 


For  centuries  the  disease  most 
closely  associated  with  high  liv- 
ing and  rich  food  was  gout.  Alex- 
ander the  Great  was  afflicted  with  it. 
So  was  Benjamin  Franklin.  Histori- 
ans still  debate  whether  the  Ameri- 
can Revolution  could  have  been 
headed  off  if  William  Pitt,  a  support- 
er of  colonists'  rights,  hadn't  come 
down  with  a  painful  attack  of  gout 
just  as  the  provocative  Stamp  Act 
was  making  its  way  through  Parlia- 
ment in  1765. 

The  notion  of  gout  as  a  rich  man's 
affliction  is  now  passe.  With  many 
Americans  overindulging 
in  rich  foods,  which  exac- 
erbate the  condition — par- 
ticularly red  meat  and 
port  wine — the  disease 
knows  no  bounds  of  class 
or  status.  The  physical 
causes  of  gout  remain 
what  they  always  have 
been:  a  failure  of  the  kid- 
neys to  break  down  uric 
acid,  or  a  system  that  sim- 
ply produces  too  much 
uric  acid.  When  it  crystal- 
lizes, the  uric  acid  looks 
much  like  shards  of  glass 
stuck  underneath  the 
skin.  That  is  what  causes 
the  swelling  and  extreme 
tenderness,  as  the  more 
than  2  million  Americans 
who  suffer  gout  attacks 
know  all  too  well. 

Alas,  if  gout  has  been  democratized, 
do  the  rich  have  an  illness  that  they 
can  still  call  their  very  own?  Dr.  Wil- 
liam Regelson,  an  oncologist  at  the 
Medical  College  of  Virginia,  thinks 
that  it's  skin  problems.  "Like  sailors 
and  farmers,  wealthy  people  spend 
too  much  time  following  the  sun," 
says  Regelson.  "As  a  result,  they  suf- 
fer from  a  lot  of  cases  of  skin  cancer." 
But  that's  the  least  of  it.  Rich  folk 
have  all  kinds  of  skin  maladies  that 
most  of  us  just  can't  afford.  Consider 
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Healthy,  wealthy  and  . . . 

these  possibilities: 

•  Mango  dermatitis.  You  are  touring 
Port-au-Prince's  colorful  native  mar- 
ket and  pick  up  a  mango.  As  you  bite 
through  the  skin,  dripping  its  ripe 
juice  all  over  your  peasant  blouse,  the 
oil  from  the  mango  skin  burns  into 
the  flesh  around  your  mouth.  That 
oil,  a  first  cousin  to  the  kind  found  in 
poison  ivy,  results  in  a  nasty  rash. 
Technically,  of  course,  anyone  within 
reach  of  a  mango  could  come  down 
with  mango  dermatitis;  in  fact,  most 
cases  are  reported  by  Park  Avenue 
dermatologists,  many  of  whose  cli- 


An  antique  notion  of  the  origins  of  gout 
What's  left  to  the  rich? 


ents  seem  to  spend  a  lot  of  their  time 
lounging  around  tropical  haciendas  in 
the  winter. 

•  Phytophotodermatitis.  If  you've  got 
this  one,  you've  probably  been  loung- 
ing in  Mexico.  Phytophotodermatitis 
is  caused  by  an  oil  from  plants — in- 
cluding limes  grown  in  Mexico — 
which  reacts  to  light  and  causes  a 
dark  rash.  In  other  words,  don't  mix 
margaritas  in  the  sunlight  of  Acapul- 
co.  But  poverty  is  no  defense.  Dr. 
Jonathan  Zizmor,  a  New  York  derma- 


tologist with  a  practice  on  the  Upper 
East  Side  of  New  York,  claims  that 
phytophotodermatitis  isn't  exclusive 
to  the  rich — or  to  limes.  "If  you  roll 
around  in  a  field  of  buttercups,  you 
could  get  exactly  the  same  thing," 
says  Dr.  Zizmor. 

*Berloque  dermatitis.  This  skin 
problem  shows  up  as  a  dark  rash  i 
around  the  neck.  It's  usually  caused 
by  oil  of  bergamot,  an  ingredient  of  I 
certain  expensive  perfumes.  "Patients  \ 
never  believe  it's  the  perfume  that  i 
caused  the  rash,  because  they  paid  so  I 
much  for  it,"  says  Zizmor.  "But  if  l 
they  aren't  aggressive  ■ 
about  treating  it,  they  . 
could  have  it  forever." 

•  Jewelry    causes    prob-  > 
lems.  In  high-karat  gold — 
18kt  purity  or  higher — the 
alloying  metal  is  usually 
nickel.  But  the  nickel  is. 
not  as  tightly  bound  in 
gold  as  it  is  in  stainless 
steel,  and  it  can  leach  out  i 
into  the  skin,  causing  a 
reaction.     According     to 
Zizmor:      "The     fancier-: 
schmancier    the    jewelry, 
the  higher  the  incidence 
of  the  rash." 

For  all  of  that,  the  most 
prevalent  disease  of  the. 
rich  may  well  be  vanity. 
Consider    what     Zizmor 
.  calls    the    "Doctor,    my- 

pores-are-getting-bigger 

syndrome."  In  fact,  everyone's  skin 
develops  larger  pores  with  age,  but  the 
rich  have  the  resources  to  get  some- 
thing done  about  them.  "There  are 
medicines  available  to  treat  the  pore 
problem,  but  they  are  prescriptiot 
drugs,  including  one  with  a  number  o( 
side  effects,  which  we  use  to  treat  bac 
cases  of  acne,"  says  Zizmor.  Despite 
the  potential  risks,  he  says,  "There's 
certainly  a  lot  of  demand  for  it  amonj 
wealthier  patients." — Robert  Teitelmai 
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Network 

a  group  of  locations 

tied  together  efficiently  and 

economically 
hrough  the  use  of  value-packed 

JVC  VHS  video  players. 


ow  there's  a  better  way  to  set-up  or 
Ddate  a  video  communications  network, 
ecause  now  JVC,  the  company  that's 
'aditionally  been  known  for  value  and 
liability  in  video  products,  has  extended 
;iat  tradition  to  include  players  specifi- 
ally  designed  for  video  networking. 
Take  the  JVC  BP-5100U  VHS  video 
layer.  At  a  surprisingly  low  cost,  you  get 

full-featured  playback  system:  remote 
pntrol,  three  playback  speeds,  7X  shuttle 
earch,  freeze-frame*  and  one-frame-at- 
-time  advance,  automatic  rewind  and 

play,  and  microprocessor-based  con- 
ols.  It  has  four  motors  and  four  heads 
br  stable  playback,  sharp  pictures,  and 
sng-term  reliability.  It's  the  ideal  video 


oise  bars  may  appear  m  Ireeze-lrame 

EARNING  TO  PURCHASERS  The  unauthorized 
^cording  of  copyrighted  broadcast  programs  for 
ommercial  purposes  may  be  copyright  infringement 


player  to  eguip  your  network  with. 

And  if  you  want  to  augment  your 
network  with  portable  players  to  take 
your  message  on  the  road,  JVC  has  the 
HR-C3  ivhsm  compact  recorder/player 
that  fits  into  a  standard  attache  case 
(or  a  custom  one  available  from  your 
JVC  dealer)  and  weighs  only  4.4  pounds. 


JVC 

JVC  COMPANY  OF  AMERICA 
Professional  Video  Division 


Whatever  your  network  needs- 
cameras,  recorders,  editors,  players- 
JVC  specializes  in  value,  to  give  you  the 
fastest  return  on  your  investment. 

Call  our  toll-free  number  to  get  the 
name  of  your  nearest  dealer: 

1-800-JVC-5825. 

Or  Write:  JVC  COMPANY  OF  AMERICA 
Prof.  Video  Div, 

41  Slater  Drive,  Elmwood  Park,  NJ  07407 
JVC  CANADA  INC,  Scarborough,  Ont. 


)  1983  JVC  COMP,'- 


Personal  Affairs 


Edited  by  William  G.  Flanagan 


Buying  a  sports  team  costs  big  money.  It 
could  win  you  a  hard  time  from  fans  and 
even  friends,  and  could  permanently  de- 
stroy your  anonymity.  Interested? 

The  dream  of 
a  lifetime 


By  Jeffrey  A.  Trachtenberg 

A  number  of  1984  Forbes  Foui 
Hundred  members  include 
i  among  their  holdings  sports 
teams.  Sports  franchises  don't  come 
cheap,  and  they  are  chancy  proposi- 
tions at  best,  so  why  buy?  We  talked 
to  one  proud  new  proprietor  who  had 
plenty  of  reasons.  Investing  wasn'i 
one  of  them. 

Thomas      Monaghan,      47,      whc 
bought  the  Detroit  Tigers  for  $53  mil-T 
lion  last  December,  knows  a  thing  or  I 
two  about  how  to  make  a  buck,  mind 
you.  The  hard  way.  He  grew  up  in 
orphanage  in  Jackson,  Mich.,  started 
working  as  a  farmhand  when  he  wasl 
12,  joined  the  Marine  Corps  and  theJ 
opened  a  pizza   store   in   Ypsilantil 
Mich,  in  the  early  1960s.  He  then  gotj 
the  clever  idea  of  installing  warminj 
ovens  in  his  delivery  vans  so  the  pizT 
zas  would  stay  hot.  One  store  became 
two,   two  became  four,   and  so  on 
(Forbes,  Feb.  13).  Despite  nearly  goir 
bankrupt  four  times,  Domino's  Pizzl 
passed  the  1,450-store  mark  early  thisl 


Eric  SmiilVGamma  Liala 


Thomas  Monaghan  of  Domino's  Pizza  at  Tiger  Stadium 
After  40  years  in  the  stands,  the  owner's  suite. 
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Chubb  People. 

They  can  relax  about 
the  things  they  own. 

Possessions  are  meant  to  be 
enjoyed.  Fine  homes  and  the  belong- 
ings they  contain  should  bring 
pleasure,  not  worry.  They  do,  for 
Chubb  people. 

The  more  you  have  to  protect, 
the  more  you  need  Chubb. 

Since  1882,  Chubb  has  been 
America's  foremost  insurer  of  art,  an- 
tiques, and  outstanding  homes.  And, 
while  they  are  far  from  being  the 
largest  insurer,  Chubb  covers  more 
jewelry  than  anyone  else  in  the  world. 

Why  Chubb?  Because  when 
you  and  Chubb  agree  to  insure  a  rare 
Oriental  rug  or  an  antique  mirror, 
you  agree  in  advance  on  the  value. 
Then,  in  the  event  of  a  loss,  there 
are  no  unpleasant  surprises. 

Even  for  the  basic  contents  of 
your  home,  Chubb's  replacement  value 
coverage  is  precisely  that.  There  are 
no  standard  industry  loopholes  like 
"up  to  four  times  actual  cash  value," 
which  often  leave  you  with  a  fraction 
of  what  you  expected.  And,  unlike 
most  companies,  Chubb  pays  the  full 
replacement  cost-whether  or  not 
you  actually  replace  the  items  lost. 

When  there  is  a  claim,  Chubb's 
commitment  to  its  customers  is  clear. 
Chubb's  claims  personnel  know 
that  their  job  is  to  settle  claims,  not 
complicate  them.  They  have  the 
knowledge  and  the  authority  to  settle 
most  claims  within  a  week. 

When  you're  insuring  your 
home  and  possessions,  it's  good  to 
be  Chubb  people. 

Phone  Chubb  at  800-922-0533 
for  a  complimentary  brochure  and 
the  name  of  your  local  independent 
Chubb  agent  or  broker. 

CHUBB 

Insuring  proud  possessions  since  1882. 


The  Chubb  Group  of  In  iurance  Companie 
is  proud  to  participate  in  'Amei  ican 
Watch  lor  it  on  PBS. 


Alliance 


HPTTTfl  3STETAT  Ima£ine  the  challenge. 

i  introduce  Renault  Allian ■; 
gJg:T  T  j,  i.,  n  rii  miij l  The  car  that  made  Europe 
iUjLIANC.ES  technology  affordable.  Whai 

you  do  to  step  up  the  benefits  dramatically  with' 
overstepping  affordability?  Introducing  the  n 
Renault  Alliance  Convertible-the  lowest  list-priced  cc! 
vertible  in  America.  The  best-selling  Alliance— the  I 


And  the  luxurious  Alliance  Limited.  Each  avails 

with  an  impressive  list  of  

optional  features:  An  elec- 

tronically  tuned  AM/FM  J^ 

six-speaker  stereo  cassette 

system.  Computerised  Sys-  Aiiianc^-door  $6lfl| 

tBase  rnodel  1.44itf§jengine.  List  price.  Tax,  destination  charges,  optional/regional  equipment  extra  All  options  not  available  or 


Alliance  Limited 


Alliance  DL 


\ 


¥A 


Alliance  L 
Convertible 


s  Sentry  that  monitors  vital  fluids  and  brakes.  An 

y  system  utilizing  infrared  technology  to  lock  and  un- 

your  doors  from  a  distance.  Power  windows.  Even 

loice  of  engines,  including  a  new  1.7  litre.  Plus  all 

PWARD  AFFORDABILITY 

lliance's  high  standards:  Sedan  comfort  for  as  many 
ve,  a  quiet,  smooth  ride,  pedestal  seats  for  extra  rear 
oom,  electronic  fuel  injection  for  efficiency:  40  EST 
Y,  r34l  EPA  EST  MPG*  The  new  front  wheel  drive 


i 


ances.  From  Renault,  Europe's  leading  car  maker. 

ilt  in  America.  And  ■ 

;ed  to  keep  down  the ; 

i  of  moving  up.  5^-^  THE  ONE  TO 


*'  W-L   JL  L  l\J  V  XJ.  L*i    \JL\J.   *Base  model  1.4-litre  engine. 
*—  ■*■  Use  for  comparison.  Your 

nj  vary  with  speed,  trip  length,  weather.  Actual  highway  figures  lower. 
i  e.  From  American  Motors,  a    Safety  Belts  Save  Lives. 


Personal 
Affairs 


"My  wife  has  often 
accused  me  of  not  caring 
about  anything  but  sports 
and  business.  Now, 
though,  she's  dragging  me 
to  the  games.  She's  even 
keeping  score." 


summer.  It  now  has  outlets  nation- 
wide and  in  Canada  and  Australia, 
producing  $13.5  million  in  sales  every 
week.  Approximately  65%  of  those 
stores  are  franchised.  Monaghan  says 
his  own  stores'  sales  total  about  $350 
million  annually. 

A  frustrated  architect,  Monaghan 
most  recently  made  headlines  when 
he  acquired  a  dismantled  Frank  Lloyd 
Wright  house  at  auction  for  $1 17,500. 
Today  Monaghan  lives  in  Ann  Arbor, 
Mich,  with  his  wife,  Marjorie.  They 
have  four  daughters,  and  Monaghan 
says  the  family  attends  all  the  Tigers' 


Monaghan  minding  the  store 

On  the  verge  of  becoming  a  household  word 


home  games. 

He's  also  extremely  lucky:  The  Ti- 
gers won  35  of  their  first  40  games 
this  year  and  have  never  been  headed. 
They  have  maintained  a  sizable  lead 
in  the  American  League  East  and,  bar- 
ring a  late-season  slump  of  rare  pro- 
portion, they  are  a  shoo-in  for  the 
league  championship  series.  Here, 
highlights  of  our  conversation  with 
Monaghan. 

Has  owning  the  team  been  as  exciting 
as  you  had  imagined? 
Monaghan:  Yes,  because  it's  the  same 
team  I  rooted  for  when  I  was  a  kid. 
The  Tigers  of  my  era  are  my  alltime 
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all-stars,  bigger  than  life.  I  wanted  to 
be  their  shortstop,  and  I  knew  all  th| 
statistics,  all  the  players.  Once  a  yea^ 
the  Knights  of  Columbus  would  takj 
all  the  boys  from  the  orphanage  to  ^ 
game,  and  it  was  always  the  event  J 
the  year.  They'd  give  us  50  cents  or  ■ 
dollar,  and  we  all  got  a  Who's  Who  m 
baseball,  and  we'd  wear  those  boot 
out  during  the  year. 

What  has  been  the  biggest  surprise? 
Monaghan:  How  it's  affected  my  famj 
ily.  My  two  oldest  girls,  Mary,  21,  and! 
Susan,  19,  were  drifting  away,  but 
now  they  go  to  all  the- 
home  games.  We've  got  a 
suite  at  the  stadium,  and 
it's  become  a  closer  homl 
for  my  family  than  m! 
home  has  ever  been.  Mj 
wife  has  often  accused  mel 
of  not  caring  about  an! 
thing  but  sports  and  busi-j 
ness.  I  try  to  convince  hJ 
she's  more  important  to 
me,  but  she  says  I  couldn'j 
pass  the  test.  Nowl 
though,  she's  dragging  am 
to  the  games.  She's  eve! 
keeping  score.  I  went  to 
the  Hall  of  Fame  indue! 
tions,  and  she  wanted  to 
go  with  me.  It's  some! 
thing  I  never  expecte! 
would  happen. 

Has  owning  a  team  givetA 
you  greater  visibility? 
Monaghan:  In  Michigan  m 
does.  I  have  enjoyed  that! 
I've  tried  to  make  it  a  posif 
tive,  not  a  negative, 
usually  I  invite  old  frier 
to  come  to  the  games,  nol 
important  people.  I  donl 
want  the  notoriety.  I  havl 
had  contact  with  all  thefl 
politicians  in  MichigaJ 
though.  Coleman  Youngj 
the  mayor  of  DetroiS 
came  to  our  spring  train 

ing.   Also,   Governor  [iml 

Blanchard  has  been  my  guest.  And  the 
nuns  at  the  orphanage,  friends  of  thej 
particular  nun  to  whom  I  owe  every! 
thing — she  died  last  year — came  to! 
game,  and  that  was  fun.  And  the  Ti 
gers  have  a  big  dinner  in  January! 
where  I  met  the  presidents  of  Ford  and 
General  Motors.  It  happened  fast.H 
come  from  nowhere  and  always  wonf 
dered  what  it  would  be  like  to  bel 
successful.  It  was  my  dream.  DarJ 
right  I'm  having  fun.  I  was  no  mora 
successful  as  a  businessman  the  day 
after  I  bought  the  team  than  I  was  the! 
day  before.  The  difference  is  you  get 
the  recognition. 
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WHEN  AMERICAN  BUSINESS  HITS  THE  ROAD, 
AMERICAN  BUSINESS  PROFITS  AT  HILTON. 


HILlCM 


AMERICAS  BUSINESS  ADDRESS® 


NESS 


The  Royal  Oak.  Day  and  date,  or  date.  In  18Kgold,  or  18K  gold  and  steel,  or  all  steel  for  men  and  women. 


Norman  Brinker  knows. 
Charlotte  Ford  knows. 

Ann  Getty  knows. 

Roger  Horchow  knows. 

Dina  Merrill  knows. 

Robert  Mondavi  knows. 

Peter  Solomon  knows. 

Dennis  Stan/ill  knows. 

John  Weitz  knows. 


Loday,  one  watch  stands  alone  as  the  most 
exclusive  watch  all  over  the  world. 

Audemars  Piguet;  a  watch  known  only  by  those 
who  know.  A  watch  whose  Swiss  heritage  dates  back  to  1875. 

As  an  influential  force  in  business,  finance,  architecture, 
film,  fashion,  sports,  and  the  creative  arts,  you  seek  the  same 
deliberate  exclusivity  that  sets  you  apart  from  the  crowd. 

While  there  are  no  limitations  on  the  efforts  we  make 
to  satisfy  you,  there  are  strict 
limitations  on  the  number  of 
watches  we  choose  to  make. 

We  will  not  deviate  from  this 
policy.  Today,  tomorrow,  or  ever. 

Others  may  never  know  why  you  have  chosen  to  wear 
an  Audemars  Piguet. 

But  you  know  You've  always  known. 


Anfleraars  Piguet 


Known  only  by  those  who  know. 


®1984   Found  only  at  the  most  exclusive  jewelers  For  catalog,  send  $4  to  Audemars  Piguet,  350 


Personal 
Affairs 


"Darn  right  I'm  having  fun. 

I  was  no  more  successful 

as  a  businessman 

the  day  after  I  bought  the 

team  than  the  day  before. 

The  difference  is 

you  get  the  recognition." 


Has  owning  the  Tigers  made  it  easier  to 
do  business? 

Monaghan:  You'd  have  to  say  yes.  Peo- 
ple want  to  do  business  with  some- 
body associated  with  the  Detroit  Ti- 
gers. I  don't  know  if  this  would  be 
true  if  we  didn't  have  such  a  great 
start.  In  any  crowd  you  could  hear 
somebody  talking  about  the  Tigers. 
And  that  lasted  several  months.  It 
helped  our  pizza  sales  in  Detroit, 
which  are  up.  And  it's  helped  us  in 
signing  leases  countrywide  because  it 
gives  Domino's  credibility.  Our  tim- 
ing was  right.  Domino's  isn't  a  house- 


Tigers  T-shirts 

Something  for  the  other  Jans. 


hold  word,  but  it's  on  the  verge  of 
being  one.  We  have  opened  950  stores 
during  the  last  two  years.  More  than 
550  have  opened  in  the  past  12 
months.  We  went  from  10%  aware- 
ness of  pizza  companies  in  the  U.S.  to 
70% .  We've  exposed  ourselves  to  new 
markets  and  at  the  same  time  became 
identified  with  the  Tigers.  It  helped. 
When  people  introduce  me,  they 
don't  say  I'm  the  owner  of  Domino's. 
They  say  I'm  the  owner  of  the  Detroit 
Tigers.  I  expected  that.  Ray  Kroc,  who 
was  my  hero  in  business,  was  as  well 
known  for  the  San  Diego  Padres  as  for 
McDonald's. 


How  does  it  strike  your  bankers? 
Monaghan.  It  helps.  The  bankers  look 
at  your  figures  no  matter  what,  but  it 
gets  the  door  open.  We  have  nine 
banks  across  the  country  that  are  re- 
sponsible for  our  credit  line,  and  they 
had  to  give  their  permission  before  we 
could  buy  the  team.  One  bank  was  a 
little  concerned.  They  thought  we 
were  paying  too  much  for  the  team, 
based  on  what  other  teams  had  sold 
for,  but  we  talked  to  them  and  they 
were  satisfied. 

Did  you  pay  too  much? 
smwvGamma-Liaison  Monaghan.  No,  not  for  a 
lifetime  dream.  There  is 
nothing  in  this  world  of  a 
material  nature  that  I 
wanted  more  than  to  own 
the  Detroit  Tigers.  You 
can  take  all  the  rest  of  pro- 
fessional sports  and  put 
them  together  and  it 
wouldn't  mean  as  much 
to  me.  And  regardless  of 
how  much  money  I  had, 
there  was  no  guarantee  I 
would  get  them.  Also,  you 
don't  buy  something  like 
this  to  sell  for  a  profit. 
You  hope  to  pass  it  down 
to  your  family. 

How  much  money  does 
the  team  make? 
Monaghan:  We  do  about 
$20  million  in  revenues, 
including  our  share  of  the 
concessions,  plus  our  TV 
dollars.  We  earn  $1  mil 
lion  to  $2  million  pretaxi 
It's  a  small  business,  but/ 
didn't  buy  the  Tigers  as  an 
investment. 

What's  the  downside  in  be*) 

ing  a  team  owner? 

Monaghan:  I  guess  you'c 

have  problems  if  you  wen 

losing  money,  but  the  Ti 

gers  have  shown  a  profr 

every  year  since  1962. 1'v< 

been  told  that  very  few  teams  in  base 
ball  made  money  last  year,  and  w 
were  one  of  them.  But  I'm  not  in 
volved  in  the  day-to-day  operations 
and  I  don't  intend  to  be.  When 
bought  the  team  from  John  Fetzer,  w 
made  a  unique  arrangement.  Al 
though  I  own  the  Tigers,  Mr.  Fetze 
and  Jim  Campbell,  the  team's  chit 
executive  officer,  still  have  control  c 
the  team  for  two  years.  I'm  only  on 
member  of  a  three-member  board,  an 
they  can  outvote  me.  But  that  hasn 
been  a  problem,  and  I  don't  think  i 
will  be.  This  is  still  a  breaking-in  per 
od  for  me. 
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Are  there  any  pitfalls? 
lonaghan.  Yes.  If  I  got  so  wrapped  up 
a  the  Tigers  that  I  neglected  my  other 
tusiness.  During  the  negotiations, 
tructuring  the  deal  with  the  attor- 
ieys,  I  spent  three  or  four  months 
nvolved  with  the  team,  and  I  can't 
eally  do  that  now.  Domino's  has  a  lot 
;oing  on — we  are  opening  two  stores  a 
lay  now — and  I  have  to  make  sure  the 
Stores  we  have  get  better.  If  I  don't 

atch,  too  many  things  can  go  wrong. 


What  were  the  negotiations  like? 
lonaghan:  I  told  Mr.  Fetzer  I  wouldn't 
egotiate  with  him.  I  said,  "You  set 
e  price,  I'll  meet  it."  There  is  only 
ne  team  named  the  Detroit  Tigers, 
e  doesn't  have  any  children,  and  the 
earn  is  very  important  to  him.  I  was 
eally  adopting  his  son.  So.on  our  sec- 
nd  meeting  he  said  the  Tigers  were 
rorth  $45  million  or  $50  million,  and 
said  I'd  give  him  $50  million,  and 
lat  was  it.  If  he  was  surprised,  he 
idn't  express  it.  He's  one  of  my  favor- 
re  people  in  the  world,  and  is  on  the 
oard  of  Domino's.  Mr.  Fetzer's  the 
ind  of  person  I  have  always  wanted 
d  become. 

What  about  the  daily  headaches  of  rim- 
ing a  team? 

tonaghan:  I'm  isolated  from  that.  It's 
le  same  way  I  manage  Domino's.  I 
elegate  those  problems.  People  are 
aid  to  solve  those  worries.  People 
an  come  to  me  for  advice,  but  the 
lonkey  is  on  their  back.  By  the  same 
aken,  I  don't  undermine  their  jobs.  I 
on't  want  them  worrying  about  me, 
ut  rather  doing  the  job  right. 

How  do  you  feel  about  player  salaries 
Kse  days? 

tonaghan:  We  signed  Darrell  Evans 
st  year  for  $750,000  per  year  for 
iree  years.  I  was  around  when  they 
gned.  I  was  apprised  of  it,  and  acqui- 
sced.  I  was  brand-new.  It  wasn't 
pmething  for  me  to  comment  on. 
vans  has  been  a  little  disappointed 
ath  his  hitting,  but  the  season  isn't 
ver.  However,  that's  Jim  Campbell's 
epartment.  I  don't  plan  to  get  in- 
olved  like  George  Steinbrenner. 

What  about  lisiting  the  locker  room? 
lonaghan:  Sparky  Anderson,  our 
lanager,  says  I  can  come  whenever  I 
/ant  to,  but  the  other  club  executives 
ren't  welcome  because  it  is  Sparky's 
omain.  So  I  don't  go,  either.  I've  only 
een  in  the  locker  room  three  times, 
icluding  opening  day,  when  Jack 
/lorris,  the  pitcher,  gave  me  the  ball, 
uid  once  I  went  in  during  a  rainout  to 
et  autographs  for  a  friend  of  my 
aughter's. 
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What  should  potential  owners  watch 
out  for? 

Monaghan.  They  should  just  use  com- 
mon sense.  They  should  get  the  best 
people  and  then  get  out  of  the  way. 
It's  incredible  fun,  but  I  don't  know 
what  it  would  be  like  to  buy  a  team 
that  you  hadn't  lived  and  died  with 
since  you  were  7  years  old.  Ray  Kroc 
felt  the  same  way  about  the  Chicago 
Cubs.  He  tried  to  buy  them  for  years, 
and  Phil  Wrigley  wouldn't  sell.  So 
Kroc  ended  up  with  the  San  Diego 
Padres,  but  it  couldn't  have  been  the 
same  thing  for  him.  I  met  him,  and  it 


was  a  great  thrill  for  me.  I  told  him 
one  of  my  dreams  was  to  buy  the 
Tigers.  He  said,  "You  don't  want  to  do 
that.  It  was  the  most  frustrating  thing 
I've  ever  done  in  my  life,  buying  the 
Padres.  You  don't  own  anything."  He 
was  in  the  middle  of  losing  Dave  Win- 
field  at  the  time,  and  he  advised  me 
against  it.  But  I  don't  know  if  he 
would  have  felt  that  way  if  his  team 
had  been  the  Cubs.  The  ties  to  my 
childhood  help  me  enjoy  the  Tigers  so 
much.  It  was  just  something  that  I 
wanted  to  do. 
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"Why  are  you  reading 
The  Forbes  Four  Hundred?" 


The  first  time  The  Forbes  Four  Hundred  appeared,  in  1982,  it 
was  a  surprise  that  provoked  a  good  deal  of  thought — happy, 
irreverent,  dire  and  other — among  editorial  writers,  colum- 
nists and  other  pundits.  By  its  second  appearance,  in  1983, 
The  Four  Hundred  had  apparently  sunk  into  the  media's 
consciousness  as  an  accepted  part  of  the  national  landscape. 
And  the  brooding  continued.  Here,  a  sample. 


"There  may  be  as  many  morals  as 
multimillionaires  packed  into  that 
recent  Forbes  magazine  list  of  the  400 
richest  people  in  America.  In  any 
case,  looking  for  social  significance 
among  the  exceedingly  wealthy  is  as 
good  an  excuse  as  any  for  indulging  in 
the  fiscal  voyeurism  that  Forbes  is 
offering  to  readers.  Who  has  how 
much  money,  where  they  got  it  and 
what  they  do  with  it  is  the  last  taboo 
in  American  society.  .  .  .  For  most  of 
us,  the  chance  to  peek  at  someone 
else's  bottom  line  is  irresistible." 

— Joan  Beck,  Chicago  Tribune 

Letter  to  Boating  magazine:  "I  was 
reading  The  Forbes  Four  Hundred  the 
other  day  (the  magazine  that  lists  the 
400  richest  Americans)  and  noticed 
I'm  not  on  the  list.  And  I  don't  expect 
to  be.  So  why  should  I  read  articles 
about  million-dollar  yachts  I  can't  af- 
ford?" Editor's  response:  "Beats  us — 
why  are  you  reading  The  Forbes  Four 
Hundred?" 

"Confession  is  good  for  the  soul,  and 
if  we  had  one,  we'd  confess  that  we're 
envious  of  our  competitors — Business 
Week,  Financial  World,  Forbes,  Fortune 
and  Institutional  Investor.  What  we 
envy  is  .  .  .  their  ingenuity  in  devising 
a  gimmick,  which,  however  devoid  of 
substance,  brims  over  with  juicy 
copy.  ...  So  we've  been  tossing  and 
turning  at  night  trying  to  conjure  up  a 
gimmick  of  our  own.  We've  consid- 
ered such  promising  possibilities  as 
the  400  tackiest  people  in  the  U.S.  and 
the  most-wanted  list  of  analysts;  that 
is,  those  analysts  whose  recommen- 
dations have  killed  the  most  custom- 


ers. The  first  we  abandoned  because 
we  discovered  too  much  overlap  with 
the  Forbes  list.  The  second  we  gave 
up  on,  reluctantly,  because  there  were 
too  many  candidates  with  compelling 
credentials." 

— Alan  Abelson,  editor,  Barron's 

"My  purpose  [in  commenting  on  The 
Forbes  Four  Hundred]  merely  is  to 
point  out  that  opportunities  abound 
to  amass  great  personal  wealth  in 
America,  and  there  are  individuals 
around  who  are  grasping  these  oppor- 
tunities. For  those  who  seek  success, 
who  equate  success  with  wealth  and 
who  subscribe  to  the  cynicism  that 
money  isn't  everything  but  is  way 
ahead  of  what's  second,  I  can  only 
recommend  that  they  go  for  the  gold. 
It's  out  there." 

— Richard  W.  Freund,  retired  bank 

executive,  guest  columnist,  Evening 

Independent  (St.  Petersburg,  Fla.) 

"Getty's  net  worth  is  over  $2  bil- 
lion— with  a  B.  He  says  he'd  rather  be 
known  as  a  musician.  I  say  practice, 
Gordon,  I'll  take  the  cash." 

— Mary  Lou  Manalli, 
KBHK-TV  San  Francisco 

"One  at  a  time,  the  10  letters  and 
numbers  on  this  'Million  Dollar'  bill 
will  be  printed  in  the  Neus.  This  be- 
gins on  Tuesday  and  will  continue 
each  Sunday  for  a  total  of  10  weeks — 
and  presto! — the  lucky  News  reader 
will  be  able  to  take  his  or  her  place 
alongside  Gordon  P.  Getty,  David 
Rockefeller,  Malcolm  Forbes,  Lamar 
Hunt  and  other  millionaires." 

— New  York  Daily  News 


"Another  year  has  gone  by,  and  on 
again  you  and  I  were  spared  the  ago 
associated  with  being  among  t 
Forbes  list  of  America's  wealthie 
What  a  relief!  Can  you  imagine  goi 
through  your  entire  life  and  ne^ 
meeting  a  single  person  who  did  r 
ask  you  for  money  or  try  to  steal  it? 
Getty  probably  can't  say  'keep  1 
change'  without  getting  a  dirty  loe 
even  if  he  pays  for  a  haircut  witl 
$1,000  bill,  but  we  can  get  a  smile  < 
of  a  bartender  for  a  quarter." 

— Dick  Doughei 
syndicated  columnist  (Gann< 

"Part  of  the  price  of  being  rich 
America  is  that  every  year  at  this  ti 
that  nosey  Malcolm  Forbes  conj 
along  and  prints  details  of  your  moi 
in  his  magazine.  That  is  how  Fori 
stays  rich  enough  to  figure  in  his  c 
annual  rankings  of  the  400  wealth 
people  in  the  country.  ..." 

— Dermot  Purga 
London  Daily  I 

"This  Forbes  magazine  list  of  ric^ 
absurd:  It  does  not  mention  the  na 
Larry  Bird.  He  just  signed  his  nam 
the  kind  of  deal  that  would  m 
Rockefeller  look  like  a  schlemie 
lists  guys  who  dabble  in  oil  an<  < 
stocks,  but  where  are  the  names  ol 
jocks?  Those  are  the  guys  who  j 
making  the  real  dough,  like  M 
Malone  and  John  McEnroe.  FoiHI 
tries  to  claim — are  you  ready? — 
the  richest  guy  in  the  land  is  na 
Getty.  How  many  passes  has  he 
caught?  I'll  bet  Getty  does  not  < 
have  a  hook  shot.  ..." 

—Dick  Flavin,  WBZ-TV  Bo  o 
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U ways  look  a  gift  house 
in  the  mouth. 


erybody  in  business  knows  you  don't 
t  something  for  nothing.  And  yet,  many 
ices  persist  in  making  exaggerated  pro- 
ses in  their  efforts  to  attract  industry. 

Winnipeg,  a  5  year,  $96  million,  tri- 
vernment  program  to  revitalize  the  heart 
our  city  is  well  underway.  The  Winnipeg 
re  Area  Initiative  Industrial  Development 
Dgram  is  an  essential  part  of  this  great 
Dject.  It  offers  substantial  incentives  to 
ract  manufacturing  and  processing  or  a 
ated  engineering  or  knowledge-based 
^ce  to  locate  in  downtown  Winnipeg. 

'return  for  these  incentives,  we're  looking 
clean,  quiet,  high 
±mology  industries 
provide  jobs,  expand 
r  tax  base  and 
lengthen  our 
pnomy. 


The  kind  of  good  corporate  neighbours 
who  will  support  our  affirmative  action  pro- 
grams, and  make  real  contributions  to  the 
quality  of  life  in  our  city. 

If  you're  considering  a  Canadian  location, 
you  owe  it  to  yourself  to  consider  Winnipeg. 
We  offer  very  economical  labour,  energy  and 
site  costs,  excellent  transportation  links, 
and  a  skilled  and  stable  labour  force. 

When  you  sit  down  to  do  business  with  us, 
you'll  get  straight  talk  from  people  who've 
got  the  clout  to  carry  through  their  location 
incentive  offers.  We'll  spell  out  exactly  what 
you'll  get,  and  what  you'll  be  expected  to  give 
in  return.  You'll  find  it  a  refreshingly 
business  like  approach. 

Consider  Winnipeg. 

Well  make  it  worth 
your  while. 


*0 


For  more  information,  write: 
The  Winnipeg  Core  Area  Initiative 
ndustrial  Development  Program 
400- 1 85  Carlton  Street 
P.O.  BOX  981, 
Winnipeg,  Manitoba 
CANADA  R3C  2V2 
Or  call:  (204)  949-6033 
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A^NIPEG  CORE  AREA  INITIATIVE 
OUSTRIAL  DEVELOPMENT  PROGRAM 


^fc,.  \\   W* 


It's  weatherproof,  timeproof 
and  gorgeous:  the  MD-80  jetliner 
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oulcln 
the  world, 


As  world  markets  grow  even  more  international  the  IHT  grows 
even  more  important  as  an  ad  medium — tying  lnternationally- 
minded  reader  together  around  the  globe : 

•  Each  day  more  than  31.000  copies  of  the  IHT  are  read  by 
key  business  travellers  on  international  airlines. 

•  IHT  global  circulation  grew  in  1983  to  a  daily  total  of  153,000. 

•  In  165  countnes  worldwide,  more  than  400,000  noticeably 
influential  people  read  each  issue  of  the  IHT  every  day 

The  International  Herald  Tribune.  International  advertisers 
shouldn't  miss  it  for  the  world.  Call  Sylvia  Kruteck  at  (212)  752-3890. 


'Introduction  to  the  Koimma  Minis- 
try':  copies  of  Esquire  magazine's  50th 
anniversary  issue  and  of  Forbes  mag- 
azine's 'Four  Hundred  Richest  People 
in  America'  issue.  .  .  .  The  Esquire  and 
Forbes  magazine  copies  will  be  used 
in  a  stress  management  course  for  city 
firefighters  he  plans  to  give  in  Janu- 
ary, he  said." 

— Tulsa  Tribune 

"One  adjustment  most  of  us  must] 
make  is  to  be  forever  excluded  from 
Forbes  magazine's  annual  list  of  the) 
richest  Americans." 

— Jackson  (Miss.)  Clarion-Ledger 

"Goodness  knows  I  looked.  I  scanned 
the  entire  list  of  400,  and  I  even 
checked  the  breakdown  of  Floridians 
mentioned.  My  name  wasn't  there.  In 
fact,  there  wasn't  one  single  newspa- 
per columnist  named  in  the  entire  list 
of  comprehensive  income  sources. 
Oh,  a  publisher,  sure,  but  no  one  who 
bangs  a  typewriter  (or  word  processor 
these  days)  for  a  living.  .  .  .  Not  mak- 
ing the  list  could  be  traumatic  td 
some  people.  Not  me.  I've  been  left  off 
more  lists  than  anyone  I  know.  I  never 
make  Best  Dressed,  Most  Promising, 
Sexiest,  Most  Athletic  or  Most  Hand- 
some Man  in  America  lists,  so  why 
should  I  get  upset  about  missing 
Forbes'  richest.  Besides,  they  prob 
ably  checked  with  my  bank." 

— Dick  Powers] 
Fort  Lauderdale  Sun-Sentina 

"Funny.  I  can  remember  when  you 
would  hear,  'They  say  old  so-and-so  is 
a  millionaire.'  The  tone  of  that  state 
ment  would  vary  from  reverent  td 
awed.  You  don't  hear  that  anymore 
When  said  at  all,  it  is  with  a  certain 
disdain,  an  implication  that  so-and-so 
didn't  quite  make  it.  People  today  tall 
about  how  so-and-so  made  his  (her 
first  million — at  the  age  of  2." 

— Editorial 
Winston-Salem  (N.C.)  Jourrm 


"They  apparently  don't  bother  to 
count  plain  old  millionaires  any 
more." 

—Trenton  (N.J.)  TrentoniaQ 


"Forbes  annually  publishes  a  special 

issue  in  which  it  lists  the  400  richest 

people    in   America.    This    issue  is 

snapped  up  eagerly  even  by  people 

who  otherwise  seldom  read  business 

magazines.  People  like  me,  that  is." 

— James  Dentj 

syndicated  columnist] 

Charleston  (W.Va.)  Gazm 
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protective  coloration  hides  it  from  predators. 


Take  a 
Closer 

L^^^       ^^^  journalisrr 

^^^^k^^^^k  I  |j^  attracts 


^L^L  It  your  advertising  is  aimed  at 

men,  look  closer  at  Field  &  Stream. 
^^^^         Todays  most  efficient  magazine 
Ij^^B^  for  reaching  the  mass  male  market. 
i   ^  I  I  Field  &  Stream.  A  magazine  with  over 
W^i^^L  eight  decades  of  award-winning 

journalism — a  lively,  literate  environment  that 

L attracts  millions  of  loyal,  responsive  readers 
every  month.  The  mass  male  market. 
t0K)    Reach  it  with  unmatched  efficiency — 
in  the  Field  &  Stream  style. 


Americas  number  one  sportsman's  magazine. 


EXPORT  COUNTRY 


A  shrinking  world  has  put  South' Africa's  wealth  of 
raw  materials  and  competitively  priced  finished 
goods  almost  at  your  doorstep.  Our  computer  link 
puts  you  in  direct  touch  with  exporters  of  products 
you  need.  Modern  transportation  facilities  speed 
your  order,  insuring  confirmed  delivery  dates.  Write 
or  call  one  of  our  offices  to  learn  how  your  competi- 
tors are  taking  advantage  of  our  strategic  minerals, 
agricultural  and  mining  machinery,  auto  parts,  oil 
drilling  equipment,  foundry  products,  a  range  of 
items  from  fine  footwear  and  knockdown  furniture 
to  excellent  wines,  exotic  food  products  and  high 
fashions. 

Investment  Inducements 

If  you  are  a  manufacturer  considering  an  off-shore 
production  facility  either  to  supply  the  local  market 
or  for  export,  one  of  our  U.  S.  offices  can  provide 
complete  information  on  all  aspects  of  investment, 
including  the  generous  incentives  that  are  avail- 
able to  investors. 

SOUTH  AFRICA 


Contact  an  Deputy  Consul  General  (Commercial) 

office  South  African  Consulate  General 

listed  at  right.  425  Park  Ave. ,  New  York,  NY  10022  (212)  838-1700 
Your  inquiry 

will  receive  The  Consul  (Commercial) 

our  personal  South  African  Consulate  General 

attention.  1980  S.  Post  Oak  Blvd. ,  Suite  1520, 
Houston,  TX  77056  (713)  850-0150 

444  N.  Michigan  Ave.,  Suite  3100, 
Chicago,  IL  60611  (312)  828-9200 

9107  Wilshire  Blvd. ,  Suite  400, 
Beverly  Hills,  CA  90210  (213)  858-0380 


Tick,Tick,Tick. 

Imagine  living  with  a  potential  time  bomb  inside  you.  That's  exactly  what 
it's  like  for  the  thousands  of  sons  and  daughters  of  Huntington's  Disease  victims. 

They  wait.  Hoping  that  the  50/50  odds  of  inheriting  this  terrifying,  tatal 
illness  fall  in  their  favor.  With  no  possible  way  of  knowing  if  and  when  it  will  strike. 

Until  the  bomb  goes  off 
Give  generously  to  the  National  Huntington's  Disease  Association. 

Help  make  this  generation  its  last. 

HD  National  Huntington's  Disease  Association  128A  East  74  Street,  NY,  NY.  10021 
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"Such  high-grade  run-off  as  $2  billion 
net  worth  is  too  rich  for  my  blood.  I 
can't  comprehend  it." 

— John  L.  Crawford, 
Corbin  (Ky.)  Times-Tribune I 

"San  Francisco's  beautiful  Lita  Vietor 
of  the  rub-a-dub  voice  looked  afteri 
Ann  and  Gordon  Getty's  guests  at  the 
Getty  residence,  when  the  Gettys 
asked  friends  to  a  black-tie  dinner  inl 
their  courtyard  honoring  author 
Ariana  Stassinopoulis.  .  .  .  Arianai 
read  a  telegram  from  Gordon.  Named 
the  richest  man  in  America  by  Forbes 
magazine,  which  estimates  his  fon 
tune  at  $2.2  billion,  Gordon  wiredj 
'Sorry  not  to  be  with  you.  Emergency] 
meeting  with  editor  of  Forbes.'  " 

— George  Christy] 
Hollywood  Reporten 

"There  are  about  4  Hunts  on  this  list] 
of  what,  15,  and  all  of  these  peopld 
have  a  net  worth  of  about  $1  billionl 
They  ought  to  make  a  TV  series  about 
the  Hunts  from  Dallas." 

—Jan  Glenn,  KTRK-TV  Houstoii 

"The  facts  of  life  today  are  that  most! 
people  cannot  make  it  big.  It  is  prob-i 
able  that  most  people  never  couldl 
make  it  big,  because  we  know  manyi 
skilled,  intelligent,  diligent  peopkl 
who  have  to  be  content  with  modest! 
financial  means.  Perhaps  the  elements 
of  luck  was  and  still  is  the  best  way  to 
get  ahead  financially.  ...  At  any  rate 
the  richest  list  makes  good  readinn 
and  keeps  the  dream  alive  for  thosM 
who  dream  of  riches.  With  so  manp 
people  playing  Lotto  these  days,  mayi| 
be  the  odds  have  gone  up  for  the  comi 
mon  man,  but  not  to  the  point  Forbeh 
would  be  interested  just  yet." 

— Editorial. 
Ellwood  City  (Pa.)  Ledger 


"Well,  I  didn't  make  the  list  thi 
year.  ...  In  case  you've  forgotten — c 
never  cared — The  Forbes  Four  Hun 
dred  is  the  ranking  of  America's  rid' 
est  citizens.  ...  I  count  myself  rich  i 
ways  that  have  little  to  do  with  moi  \ 
ey.  I  have,  for  instance,  a  family  I  lov 
and  respect  and  that  tolerates  me. 
have  an  interesting  and  demandir 
job  that  allows  me  to  make  some  coi 
tribution  to  my  community  and  fe 
low  man.  I  have  good  friends  ...  re 
sonably    good    health.  .  .  .    And    ir 
sense  of  humor  makes  it  possible 
chuckle  at  the  pomposity  of  a  Forb II 
400  list  of  'richest'  Americans." 

— Ray  Crandall,  editt 
Huron  Daily  Tribune,  Bad  Axe,  Mic 
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2072 

$19.09 

Newsweek 

Sports  Illustrated 

Time 

U.S.  News  &  World  Report 

2592 
3130 
3393 
1632 

28.44 
21.14 
30.01 
29.97 

Mechanix  Illustrated 
Popular  Mechanics 
Popular  Science 
Sports  Afield 
Outdoor  Life 

1332 
1434 
1236 
802 
1293 

21.55 
22.64 
25.31 
19.27 
21.02 

Penthouse* 
Playboy* 

1286 
2456 

26.44 
21.89 

Men  Who  Use 

After-Shave  Lotion/Cologne 

Audience 

Publication 

(000) 

4/c  CPM 

Field  &  Stream 

5540 

$  7.14 

Newsweek 

6367 

11.58 

Sports  Illustrated 

8165 

8.10 

Time 

8648 

11.77 

U.S.  News  &  World  Report 

4190 

11.67 

Mechanix  Illustrated 

3365 

8.53 

Popular  Mechanics 

3776 

8.60 

Popular  Science 

2786 

11.23 

Sports  Afield 

1935 

7.99 

Outdoor  Life 

2955 

9.20 

Penthouse* 

3412 

9.96 

Playboy* 

6007 

8.95 

Source:  SMRB  1983 

*  Based  on  adjusted  '83  audience 

ith  unmatched  efficiency. 


Take  a  closer  look. 


•>  protective  coloration  hides  it  from  predators. 


Field  &  Stream  is  a  publication  Of  CBS 


The  tumult  at  COMEX  is  the 
sound  of  success. 

Open  outcry  trading 
reflects  surging,  record- 
setting  volume  in  the 
COMEX  metals  mark 
"&  — in  gold,  silver,  copf. 
and  aluminum  futures. 
But  what's  all  the 
shouting  about?  What 
does  the  noise  really  sigi 
fy?  The  answer:  COMEX 
has  led  a  revolution  in  the 
way  the  world  trades  metal 
COMEXdiditbyprovidii 
a  low-cost  and  efficient 
means  of  participating  intl 
metals  market  without 
the  complications  of 
physical  delivery. 

This  revolution — whk 
celebrates  open  price  disco* 
ery  and  freedom  of  trade- 
\  has  brought  COMEX  a  do 
inant  share  of  the  world's 
metal  trade.  Professional 
metals  traders  and  indivii 
ual  investors  from  every 
continent,  linked  electro- 
ically  with  COMEX,  now 
flock  to  the  New  York  Ci: 
marketplace.  And  the  m 
bers  prove  it. 

In  1983,  COMEX  tra- 
■  ing  volume  exceeded  20  millic 
I  contracts  with  a  market  value  ( 
I  more  than  $700  billion.  And  tr 
|   capped  three  consecutive  year: 
'  of  dramatic  volume  growth. 
But  record  futures  volume  i 
!   all  COMEX  has  to  shout  about.  The 
'    recent  introduction  of  options  on  goli 
futures  provided  a  new  way  to  trade  gold  the 
limited  risk  without  reducing  profit  potential. 
Not  surprisingly,  gold  options  are  breaking  tr 
ing  records  as  fast  as  they  are  set. 

And  a  new  silver  options  contract*,  reflec 
increased  market  interest  in  the  precious  me 
is  expected  to  begin  trading  this  fall. 

If  this  overview  of  COMEX  has  sparked ) 
interest,  call  800-255-5202  for  a  full  informa 
kit.  In  New  York  call  (212)  938-2993.  Or  wi 
COMEX,  4  World  Trade  Center,  NY,  NY  10( 

'Contract  awaiting  approval  from  Commodity  Futures  Trading  Comn 

GOMe« 

The  World's  Metals  Market 


Capital  Markets 


\\What  if  you  re  not  in  The  Forbes  Four 
Hundred?  Here  are  some  helpful  tips  for 
\he  folks  in  the  second  tier. 

WHAT  ABOUT 
THE  REST  OF  US? 


MONEY  &  INVESTMENTS 


By  Ben  Weberman 


3kay,  the  very  rich  already  have 
heir  venture  capital  companies,  oil 
veils  and  real  estate  projects.  But 
low  about  the  next  several  levels  of 
vealth?  Are  there  ideas  for  the  rest 
)f  us  in  policies  adopted  by  high-end 
noney  managers — the  kind  who 
lon't  run  accounts  smaller  than  $1 
hillion?  Indeed  there  are. 

The  first  consideration  is  a  source 
)f  liquidity.  Set  aside  about  10%  of 
otal  assets — up  to  a  maximum  of 
Bl  million — and  put  it  in  invest- 
ments with  minimal  credit  or  mar- 
ket risk,  such  as  tax-exempt  notes 
jlue  in  one  month  to  five  years. 

To  get  this  liquidity  in  taxable 
form,  a  three-month  Treasury  bill 
will  return  your  total  principal  and 
generate,  all  things  considered,  a 
;air  yield  (now  around  11% ).  This  is 
pot  quite  1%  less  than  the  3 1.8%  on 
H  one-year  Treasury  bill  and  almost 
£%  less  than  the  12.6%  yield  on  an 
Active  four-year  note,  such  as  the 
S35/ss  of  June  30,  1988  priced  at  103. 
jThere  is  market  risk  in  the  four-year 
bote,  but  it's  limited;  on  such  a  rela- 
tively short  maturity,  price  move- 
pent  is  not  that  great.  And  the  2%- 
i-year  difference  in  return  provides 
ta  2-point  price  cushion  against  the 
possibility  that  interest  rates  will 
jfise.  For  that  reason,  with  today's 
|>harp  upward  slope  of  the  yield 
:urve  from  three  months  to  four 


Ben    Weberman   is   economics   editor   of 
.Forbes  magazine. 


years,  the  decision  on  where  to  put 
liquid  holdings  can  be  anywhere 
within  that  maturity  range. 

Liquidity  through  tax-frees  is  a 
bit  more  complex  at  the  moment. 
Ordinarily,  I  would  recommend 
project  notes  issued  by  housing  au- 
thorities under  the  auspices  of  the 
Department  of  Housing  &  Urban 
Development.  These  are  backed  by 
the  full  faith  and  credit  of  the  U.S. 
government  and  are  available  in 
large  amounts.  Over  $18  billion 
worth  of  such  notes  were  sold  in 
1983  and  about  $14.7  billion  have 
been  sold  so  far  this  year.  But  the 
new  tax  law  inadvertently  appears 
to  have  made  these  subject  to  re- 
forms in  the  widely  abused  industri- 
al development  bonds  and  arbitrage 
bonds.  In  short,  the  law  threatens  to 
classify  the  HUD-backed  issues  as 
"arbitrage"  bonds  that  use  tax-free 
money  for  taxable  investment  pur- 
poses. Until  that  error  can  be 
worked  out,  buy  only  the  highest- 
grade,  non-HUD  notes. 

Bailard,  Biehl  &  Kaiser,  the  San 
Mateo,  Calif,  money  managers, 
handle  accounts  of  $1  million  or 
more  only.  I  asked  partner  Ron  Kai- 
ser for  some  pointers.  After  taking 
care  of  the  liquidity  problem  as 
mentioned  above,  Kaiser  recom- 
mends putting  34%  of  your  portfo- 
lio in  fixed-income  issues,  another 
30%  in  domestic  stocks  and  about 
10%  in  foreign  equity  investments, 
mainly  in  Japan. 

Kaiser's  firm  is  not  keen  on  tax 
shelters.  Few  with  high  writeoffs 
have  paid  off,  and  somehow  the 
limited-partner  investors  have  not 
shared  in  the  ones  that  have.  So,  for 
shelter  purposes,  says  Kaiser,  put 
16%  of  the  total  portfolio  in  real 
estate,  especially  shopping  centers 
and  certain  office  buildings.  "We're 
selling  apartment  houses  because 
rentals  seem  to  be  at  the  peak  of  a 


buying  frenzy,"  Kaiser  says. 

The  firm  believes  that  over  the 
next  12  to  24  months  tax-exempt 
yields  will  fall  back  to  the  normal 
range  of  2%  to  4%  over  an  inflation 
rate  that  Kaiser  believes  will  be  4% 
for  the  foreseeable  future.  That 
means  that  tax-frees  will  be  return- 
ing 6%  to  8%  instead  of  the  SVi%  to 
9Vi%  currently  available.  A  move  of 
2  percentage  points  in  the  yield 
could  mean  a  21%  price  gain,  in 
addition  to  the  9%-or-so  yield. 
That's  a  total  return  of  30%  in  one 
year  or  19%  per  year  over  two  years. 

Kaiser's  California  clients  can 
pick  up  bargains  now  because  many 
of  the  tax-exempt  issues  in  that 
state  are  depressed  over  fears  of  the 
effect  of  Howard  Jarvis'  Proposition 
36  on  local  authority  credit  (Forbes, 
Sept.  24).  But  in  many  cases  these 
fears  are  unjustified.  Take  water 
projects,  for  example.  Water  is  de- 
fined as  a  commodity  under  Califor- 
nia law  and  not  subject  to  restric- 
tions on  property  taxes.  The  Los 
Angeles  Department  of  Water  &. 
Power  Aa-rated  5Vi%  bonds  due 
1999  are  priced  at  66  to  yield  9.9% 
to  maturity  and  carry  a  current  yield 
of  8.3%.  Bonds  of  the  Sacramento 
Municipal  Utility  District  and  the 
East  Bay  Municipal  Utility  District 
offer  other  possibilities. 

For  the  bond  portfolio,  Kaiser  pre- 
fers tax-frees  due  in  10  to  15  years 
over  those  due  in  20  to  30.  The  yield 
curve  rises  sharply  to  that  interme- 
diate range  and  then  flattens  out. 
When  interest  rates  decline,  the 
curve  will  return  to  a  more  normal 
slope — sharply  upward  from  the 
short  end  to  the  long.  Intermediate- 
term  rates  will  fall  the  most  and 
provide  considerable  price  apprecia- 
tion. Also,  because  rates  are  already 
high,  they  protect  against  a  possi- 
ble, temporary  rise  of  rates  over  the 
next  several  months,  before  the 
downturn  sets  in. 

One  final  point:  The  1982  tax  re- 
form law  set  strict  limits  on  the  size 
of  annual  contributions  that  profes- 
sional corporations  could  make  to 
pension  plans.  For  that  reason,  it  is 
wise  to  put  mostly  fixed-income  is- 
sues (high-yielding,  taxable  issues) 
in  the  pension  portfolio,  where  the 
interest  can  accumulate  rapidly, 
and  to  purchase  low-dividend  and 
high-growth  stocks  for  personal  ac- 
counts, where  the  capital  gains  tax 
treatment  will  be  reasonably  low.  81 
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Stock  Trends 


MONEY  &  INVESTMENTS 


Over  the  years  I  have  recommended 
many  stocks  whose  guiding  lights  appear 
among  The  Forbes  Four  Hundred.  At 
today's  prices  several  look  very  attractive. 

HIDDEN  RICHES 


By  Ann  C.  Brown 


Okay,  Trivial  Pursuit  fans,  who  re- 
cently said,  "We  are  not  rich  peo- 
ple"? Was  it  Hope  Rockefeller  (p. 
149)?  Helena  du  Pont  (p.  112)?  Nei- 
ther of  the  above?  Then  how  about 
Geraldine  Ferraro  a  week  before  the 
open  airing  of  her  family  finances, 
where  it  was  revealed  that  she  and 
husband  John  had  a  combined  net 
worth  of  $3.7  million? 

You  can  hardly  blame  the  Demo- 
cratic vice  presidential  candidate 
for  trying  to  poor-mouth  it.  After 
all,  it  has  to  be  more  than  a  little 
embarrassing  to  admit  to  having 
nearly  twice  as  much  money  as 
your  Republican  opponent,  whom 
your  own  party  has  repeatedly  char- 
acterized as  too  preppy,  too  patri- 
cian and  far  too  prosperous.  But 
worst  of  all,  the  Ferraro-Zaccaros 
now  know  that  they  are  sitting 
ducks  for  every  tax-shelter  artist, 
commodity  hustler,  insurance 
pusher  and  stock-and-bond  peddler 
who  can  make  it  to  Queens. 

No  doubt  about  it.  Jesse  Jackson 
should  have  chosen  the  rich  as  the 
pot  of  gold  at  the  end  of  his  Rainbow 
Coalition.  Talk  about  put-upon  mi- 
norities! Nobody  would  dare  beat 
up  on  the  blacks,  Jews,  Hispanics, 
gays  or  native  Americans  the  way 
the  liberals  rip  into  the  rich.  Down 
with  rich  abuse,  I  say.  Take  a  fat  cat 

Ann  C.  Brown  is  chief  executive  officer  of  the 
equity  advisory  and  portfolio  management 
firm  of  AC  Broun  &  Associates. 


to  lunch.  Sure,  I'm  a  right-to-the- 
good-lif er.  After  all,  no  one  seems  to 
aspire  to  poverty.  If  they  did,  you 
would  be  reading  about  the  four 
hundred  poorest  people  in  America. 

A  quick  look  at  the  index  of  The 
Forbes  Four  Hundred  for  1984  dis- 
closes that,  while  about  half  the 
names  on  the  list  are  there  because 
of  the  sweat  of  ancestral  brows,  the 
other  half  made  it  from  scratch  or 
took  whatever  they  inherited  and 
worked  it  into  something  ever  so 
much  bigger  and  better.  What  is  par- 
ticularly intriguing  is  that  so  many 
of  these  movers  and  shakers  contin- 
ue to  be  active — if  not  hyperac- 
tive— in  their  businesses,  which 
long  ago  provided  them  and  theirs 
with  more  money  than  they  could 
ever  hope  to  spend.  I  will  let  others 
explain  what  makes  rich  Sammys 
keep  running  and  running.  For  my 
part,  I  am  delighted  that  they  do — 
and  I  consider  any  creative,  hard- 
driving  founder/builder  closely  in- 
volved with  day-to-day  corporate  af- 
fairs a  hidden  asset. 

Over  the  years  I  have  recom- 
mended many  stocks  whose  guiding 
lights  appear  among  The  Forbes 
Four  Hundred.  At  today's  prices 
several  of  these  companies  look  es- 
pecially attractive.  For  instance, 
Wang  Laboratories  (26),  the  billion- 
dollar  brainchild  of  Dr.  An  Wang  (p. 
77).  Wang  Labs  has  just  completed 
its  tenth  straight  year  of  up  earn- 
ings, in  spite  of  inflation,  recession 
and  increased  competition.  Cur- 
rently, this  exciting  and  volatile 
computer  company  is  selling  at  14 
times  estimated  earnings  of  $1.92 
per  share  for  the  fiscal  year  ending 
June  1985.  The  average  recent  his- 
torical P/E  ratio  for  Wang  Labs  is 
around  24,  although  it  will  likely 
decline  from  this  level  as  the  com- 
pany's increasing  size  slows  its 
yearly  growth  rate  from  40%    to 


30%  or  so.  Assigning  a  20  multiple 
to  Wang's  estimated  1985  EPS,  a 
price  of  38  seems  possible  by  next 
year — particularly  if  the  new  super- 
minicomputer scheduled  for  intro- 
duction in  January  succeeds. 

Steve  Jobs  (p.  128)  appears  to 
have  made  another  smart  move 
when  he  paid  headline-grabbing 
money  to  get  John  Sculley,  market- 
ing man  cum  laude,  to  join  Apple 
Computer  (26).  Not  only  has  Apple 
survived  the  initial  shakeout  in  the 
small-computer  industry,  the  com- 
pany also  seems  to  have  the  right 
products  at  the  right  time.  Consid- 
ering that  Apple  sold  as  high  as  63 
per  share  and  as  low  as  1 7  last  year, 
trading  in  the  stock  so  far  in  1984 
is  positively  dull  (34  high,  22  low). 
Once  earnings  are  reported  for  the 
fiscal  year  just  ended  (estimate,  97 
cents  per  share),  investors  will  be- 
gin to  focus  on  fiscal  1985,  when 
the  firm's  earnings  are  expected  to 
pop  to  $2.10  per  share. 

Last  year  (Forbes,  Nov.  21,  1983)  I 
recommended  Hewlett-Packard  (38) 
at  35  per  share,  even  though  I  cau- 
tioned there  were  other  companies 
in  the  industry  that  I  thought  would 
perform  better  over  the  near  term. 
Now  that  the  earnings  of  the  com- 
pany of  Messrs.  Hewlett  (p.  80)  and 
Packard  (p.  76)  have  caught  up  with 
the  price,  the  stock  could  reach  50 
per  share  by  the  autumn  of  1985,  if 
not  sooner.  Orders  continue  strong, 
and  a  new  minicomputer  will  prob- 
ably be  introduced  sometime  in  the 
next  few  months,  which  should 
help  boost  fiscal  1985  earnings  to  an 
estimated  $2.75  to  $2.85  per  share, 
up  from  an  estimated  $2.20  to  $2.25 
for  the  year  ending  this  month. 

If  there  is  any  pullback  in  the 
stock  market  after  the  elections  (the 
more  one  is  predicted,  the  less  like- 
ly it  is  to  happen),  consider  buying 
Sam  Walton's  Wal-Mart  Stores  (43), 
Milton  Petrie's  Petrie  Stores  (33)  and 
Kenneth  Olsen's  Digital  Equipment 
Corp.  (94) — if  the  prices  are  right.  All 
of  these  stocks  are  currently  bump- 
ing up  against  their  latest  52-week 
highs  and  could  be  vulnerable  to 
any  correction.  However,  near-term 
earnings  continue  bright,  with  Wal- 
Mart  estimated  to  earn  $2.50  per 
share  for  the  fiscal  year  ending  Janu- 
ary 1986;  DEC,  $9.45  for  fiscal  1985 
($11.70  for  fiscal  1986);  and  Petrie 
Stores,  $3.50  per  share  next  fiscal 
year  ending  January  1986.  ■ 
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eceive  10  weeks  of  The 
falue  Line  Investment 
purvey  for  $37 


I  Tiis  trial  subscription  is  open  to  you  only  if  no  member  of 
l*jir  household  has  subscribed  to  Value  Line  in  the  past  two 
#rs.  We  make  this  special  offer  because  we've  found  that  a 
bb  percentage  of  new  subscribers  who  try  Value  Line  stay 
lib  us  on  a  long-term  basis.  The  increased  circulation  en- 
il  es  us  to  keep  our  subscription  fees  to  long-term  sub- 
M  ibers  lower  than  would  otherwise  be  possible. 

Jnder  the  special  trial  offer  you  will  receive  all  the  full- 
p  e  reports  to  be  issued  in  the  next  10  weeks  on  the  more 
pin  1700  stocks  and  93  industries  regularly  monitored  by 
T*  Value  Line  Investment  Survey  Each  of  these  full-page  re- 
ft ts  contains  more  than  1000  items  of  information  about 
\  subject  company  and  its  stock 

;n  the  Selection  &  Opinion  section,  which  accompanies 
Wir  weekly  reports,  you'll  also  get  analyses  and  forecasts  of 


lis  is  a  sample  full-page  report  of  one  of  the  1700  stocks  regularly  re- 
;ewed  by  Value  Line,  reduced  from  SVi"  x  1 1". 
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remain*  the  clna*  of  the  ooini- 

miUa.  IU  facilities  are  still  top  of  the  line,  no 
Meet  company  rates  any  higher  for  financial 
strength,  its  market  share  continues  to  grow 
rapidly  and,  at  20%  of  sales,  its  labor  costs 
•re  half  what  they  are  at  the  typical  in- 
tegrated mill. 

But  that's  no  longer  enough  to  keep  it 
I— I  from  all  of  the  steel  industry's 
woe*.  For  example,  its  product  line  'prin- 
cipally merchant  ban  in  steel,  and  joists  in 
steel  products)  is  mundane,  increasingly 
mature,  and  highly  cyclical.  Moreover,  the 
growing  popularity  or  the  mini-mill  concept 
has  attracted  an  increasing  number  of  par 
ticipanta  and  plenty  of  new  capacity-  That,  in 
turn,  made  pricing  more  competitive  and,  as 
Nueor  expanded  its  own  capacity,  led  to  mil- 
lions of  dollars  in  startup  and  new  product 
development  coats 
So,  while 

should  continue  to  bring  ran 
inam,  the  profit  curve  probe bty  wodi oe 
aa  smooth  ae  it  once  was.  In  fact,  Nucor 
last  achieved  record  results  in  1980  Since 
then,  irregular  demand,  increasingly  eom- 
petitive  pricing,  and  lengthy  startup  phases 


have  kept  profits  from  breaking  into 
high  ground  That  also  figures  to  be  the 
pattern  in  1984  with  earnings,  though  up  a 
possible  60%  (on  the  strength  of  higher  vol- 
umes), still  not  making  it  all  the  way  back  to 
the  1980  level  1985,  however,  promises  to  be 
different  The  investment  spending  sector, 
which  thus  far  has  lagged  the  rebound, 
should  be  doing  better  than  the  economy  aa  a 
whole  for  much  of  the  year  Moreover,  Nu- 
cor'* current  expansion  lw.ua  will  mean  a 
pause  in  new  facility  expenaes  We  estimate 
85  earnings  will  reach  W  00  a  share 
Adding  It  all  up,  we  still  regard  this 
stock  aa  one  of  the  better  holdings  in 
the  steel  group.  Nucor*a  ability  to  remain 
profitable  in  1982  and  1983  (during  the 
worst  steelmaking  environment  in  half  a 
century)  and  the  likelihood  that  it  will 
achieve  near-record  and  record  results,  re- 
spectively, during  a  lukewarm  1984-05 
period,  augur  well  for  the  long  pull  Indeed, 
although  annual  profit  increases  may  no 
longeroe  routine,  enough  cyclical  growth 
potential  still  remains  Tor  the  company's 
earnings  to  reach  16  00- $7  00  a  share  by 
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the  national  economy  and  the  stock  market . . .  guidance  on 
current  investment  policy  explaining  Value  Line's  bullish 
long-term  position  on  the  securities  markets . . .  plus  Value 
Line's  specific  stock  selections. 

Take  advantage  of  this  special  Introductory  offer— and 
receive,  as  a  bonus  without  extra  charge,  the  "A  Subscriber's 
Guide"  booklet,  which  explains  how  even  inexperienced  in- 
vestors can  apply  thousands  of  hours  of  prof  eshonal  research 
to  their  own  portfolios  by  focusing  on  only  two  unequivocal 
ratings,  one  for  Timeliness  (Performance  in  next  12  months), 
the  other  for  Safety. 

SPECIAL  BONUS  OFFER 

Subscribe  to  The  Value  Line  Investment  Survey  for  a  full  one 
year  term  and  receive  as  an  additional  bonus  the  2000-page 
Investors  Reference  Service,  including  our  latest  full-page 
reports  on  all  stocks  currendy  under  review — fully  indexed 
for  your  immediate  reference. 

MONEY  BACK  GUARANTEE 

If  you  find  that  The  Value  Line  Service  is  not  all  that  you 
expect  it  to  be,  you  may  return  the  material  we  send  you 
within  30  days  for  a  full  refund  of  your  fee. 

r  Call  toll-free  ( 24  hrs.  a  day  7  days  a  week)  Operator  #13 
»    1-800*331-1750  MasterCard,  American  Express  or  Visa. 

The  Value  Line 

Investment  Survey  tzSmoT 

Value  Line,  Inc.,  71 1  Third  Ave.,  New  York,  N.Y  10017 
INTRODUCTORY  OFFER 

□  Begin  my  10-week  trial  subscription  for  $37  to  The  Value  Line  Survey  (lim- 
ited once  to  any  household  every  two  years)  and  send  me  the  "A  Subscriber's 
Guide"  booklet. 

ONE  YEAR  SUBSCRIPTION 
D  Begin  my  1-Year  (52  issues)  subscription  for  $365  and  send  me  the  two 
bonuses  listed  above.  There  are  no  restrictions  with  this  annual 
subscription. 

SPECIAL  EXTRA  BONUS 

□  A  pocket-size  CREDIT  CARD  LCD  CALCULATOR  given 


toyouwhenyouorderTheValueLinelnvestmentSurvey     •"•■*■ 
for  one  year.  I 

□  My  payment  is  enclosed.  Please  charge  to:  □  American  Exp. 

□  MasterCard      □  Visa        Expiration  Date 


Account  # 

This  subscription  is  tax-deductible  and  non-assignable. 
(N.Y.  residents  add  sales  tax. )  Allow  4  to  6  weeks  for  delivery. 
Foreign  rates  upon  request. 


Signature 


Name 


Address 


Apt  No. 


City 


State 


Zip 


EARN  HIGH 

TAX-FREE 
YIELDS! 


FINANCIAL 

TAX-FREE  INCOME 

SHARES,  INC. 

P.O.  Box  2040     Denver,  CO  80201 

Earn  high  tax-free  yields  from  this  no-load  port- 
folio of  tax-free  income  securities.  No  charge  to 
invest,  withdraw  or  exchange.  Minimum  $1,000 
initial  investment,  $100  subsequent.  Send  for  free 
prospectus  with  more  information  including  man- 
agement fee  charges  and  expenses.  Read  care- 
fully before  you  invest  or  send  money. 

1*800  525*  8085 

In  Continental  U.S. 

1-800-525-9769  in  Colorado 

779-1233  in  Denver. 


KFO1014Y 


TEACHING  KIDS 

BUSINESS  IS 
OUR  BUSINESS. 


Junior  Achievement  offers  business 
people  a  rare  opportunity.  A  chance 
to  share  their  knowledge  with  the 
next  generation  of  business  people. 

In  our  JA  evening  program  you'll 
meet  once  a  week  with  high  school 
students  to  help  them  set  up  and  run 
their  own  companies.  Or,  in  our 
daytime  program,  Project  Business, 
you'll  go  into  classrooms  once  a 
week  to  leach  8th  or  9th  graders 
about  the  business  world. 

To  find  out  more  about  Junior 
Achievement  contact  our  local  office 
listed  in  your  white  pages  or  write 
Junior  Achievement  Inc.,  National 
Headquarters,  550  Summer  St., 
Stamford,  Conn.  06901. 

Like  over  30,000  other  men  and 
women  you'll  discover  a  special 
sense  of  achievement  when  you  join 
Junior  Achievemenl. 

A  little  pride  will 
go  a  long,  long  way. 


**• 

.  N.Y  Times 


RISTORANTE 

ITALIANO 

LUNCH  &  DINNER 

Amer.  Express  & 

Diners  Club 

251  E.  53rd  Street 

(Bet.  2nd&  3rd  Aves.) 

NYC.  753-8450-1 


By  Srully  Blotnick 


Psychology  &  Investing 


Self-made  millionaires  find  TV  shows 
such  as  "The  Lifestyles  of  the  Rich  and 
Famous"  likely  to  keep  you  poor. 

THOSE  WHO  HAVE  IT 
DON'T  FLAUNT  IT 


of  people  who  started  out  anything 
but  wealthy  and  went  on  to  become 
self-made  millionaires.  Reviewing 
their  case  histories,  the  first  ques- 
tion you  would  probably  find  your- 
self asking  is,  "Now  that  they  have 
the  money,  how  come  they  aren't 
spending  it  freely?" 

The  answer  goes  right  to  the  heart 
of  how  these  individuals  became  so 
well-heeled  in  the  first  place.  The 
flamboyant  types  who  begin  with 
little  and  make  millions — and  then 
go  on  to  make  headlines — are  quite 
misleading  as  models.  Looking  at 
their  example,  we  get  the  idea  that 
their  very  extravagance  is  a  key  to 
their  success.  But  the  evidence  I 
have  collected  shows  clearly  that 
most  millionaires  were  cautious 
about  their  money  when  they  had 
only  a  modest  amount  of  it,  and  that 
they  continue  to  be  so  after  they 
accumulate  a  sizable  sum. 

Take  Frank  G.,  now  54.  His 
middle-class  parents  were  able  to 
afford  an  education  for  him  and  his 
brother,  an  attorney,  but  that  is  all. 
"I  scraped  together  some  capital 
from  my  first  few  jobs,"  Frank  said, 
"and  became  an  auto  parts  whole- 
saler." Business  was  good,  and  dur- 
ing the  next  two  decades  Frank 
opened  a  second  location.  He  has 
also  done  well  as  an  importer  of 
foreign  car  parts  and  has  a  thriving 
mail-order  subsidiary.  His  current 
net  worth  exceeds  $6  million. 

Frank,  his  wife  and  three  children 
live  nicely,  but  no  one  would  de- 
scribe their  suburban  home  (valued 
at  $275,000),  their  cars  (a  Cadillac 
and  a  BMW)  or  their  entertainments 
as  lavish.  In  fact,  most  of  their 
neighbors,  who  earn — and  have- 
considerably  less  money,  live  just 
about  as  well.  And  that  is  the  point: 
Frank  pays  the  same  attention  to 
the  price  of  things  now  that  he  did 
when  he  had  much  less  money. 


When  most  of  us  think  about  the 
rich,  we  envision  mansions,  limos, 
yachts  and  private  jets.  In  other 
words,  a  lifestyle  so  lavish  as  to  be 
out  of  the  reach  of  all  but  multimil- 
lionaires. A  typical  comment  from  a 
hardworking  33-year-old  home  fur- 
nishings salesman  who,  in  1984, 
will  earn  in  the  neighborhood  of 
$65,000:  "Who  else  but  the  truly 
wealthy  can  afford  servants,  chauf- 
feurs, social  secretaries  and  private 
pilots?  The  closest  I  can  get  to  living 
the  way  they  do  is  to  go,  once  in  a 
while,  to  the  same  expensive  res- 
taurants they  patronize." 

So  much  for  the  stereotype. 
What's  the  reality?  There  is  no 
denying  that  many  millionaires  live 
in  a  style  that  matches  the  stereo- 
type. After  all,  the  people  who  own 
large  estates  around  the  country  and 
are  in  the  back  seats  of  those  limos 
aren't  exactly  poor.  Nevertheless,  it 
turns  out  that  most  millionaires — 
the  vast  majority,  in  fact — do  not 
live  in  the  grand  manner  to  which 
their  current  income  and  assets 
would  allow  them  to  become  accus- 
tomed. On  the  contrary,  their 
spending  is  remarkably  restrained. 

That  surprising  conclusion 
emerges  from  my  long-term  studies 

Dr.  Srtilly  Blotnick  is  a  research  psychologist 
and  author  of  The  Corporate  Steeplechase: 
Predictable  Crises  in  a  Business  Career  and, 
just  published  Iry  McGraw-Hill,  Computers 
Made  (Ridiculously)  Easy. 
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bove  all,  he  seeks  value. 
The  most  important  reason  for 
eir  restrained  approach  to  con- 
imption  expenditures  will  come 
a  shock  to  most  people:  The  rich 
jvually  don't  have  it  to  spend.  The 
iblic's      impression      that      the 
ealthy  have  their  assets  in  liquid 
:rm  is  the  most  distorted  part  of 
at  image  of  millionaires.  In  the 
.  rge  majority  of  cases,  the  rich  have 
e  bulk  of  their  money  tied  up  in 
ie  businesses  that  generated  their 
fealth  in  the  first  place. 
That  is  why  the  rich  so  often  feel 
bor.  On  paper,   their  annual  in- 
>  mes  and  net  worth  are  high.  But 
Bey  rightly  claim  that  if  they  sold 
reir  $275,000  house,  they  would 
imply  have  to  spend  that  much  or 
:ore  to  buy  another  of  comparable 
nality.  Second,  after  paying  the  ex- 
]  nses  incurred  in  living  in  the  up- 
cr-middle-class  (not  regal)  fashion 
p^at  most   adopt,   they   are   often 
(iught  short  at  tax  time. 
Odd  as  it  may  sound,  the  wealthy 
;;e  frequently  squeezed  for  cash, 
;ith  1  in  14  borrowing  from  a  bank 
i  make  the  payment.  It's  an  annu- 
tt— in  many   cases   quarterly — re- 
:inder  to  the  rich  that  adopting  a 
!estyle  significantly  higher  than 
ie  one  they  now  enjoy  could  lead 
,em  to  the  brink  of  bankruptcy. 
The  lesson  for  aspiring  million- 
ares  is  twofold:  First,  forget  about 
:|,e  much-ballyhooed  "lifestyles  of 
ie  rich."  The  opulent  scenes  may 
;ake  for  glitzy  TV  shows,  but  they 
»  not  accurately  reflect  the  man- 
icr  in  which  the  large  majority  of 
Millionaires  live. 

[Second,  aping  the  flamboyant  mi- 
arity  actually  reduces  the  chances 
fat  you  will  one  day  be  wealthy, 
jany  thousands  of  people  who 
buld  otherwise  have  gone  on  to 
fcome  rich  blew  their  chances  by 
feeding  capital  out  of  their  busi- 
ssses  for  personal  purposes,  even- 
fally  killing  the  goose  before  it  laid 

Ien  one  golden  egg. 
Any  successful  business  will  ulti- 
ately  produce  enough  profit  to  pay 
£  top  officers  well.  The  trick  is  to 
A  the  business  get  to  that  stage 
pore  raiding  its  treasury  for  pocket 
:  oney.  Living  high  will  still  be  pos- 
sible, and  postponing  it  a  while 
:  erely  helps  ensure  that  you  will  be 
'le  to  maintain  with  less  anxiety 
;ie  lifestyle  to  which  you  want  to 
come  accustomed.  ■ 
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^\  7I*M  r  4*VC* *"k  -lw*%  At  Twentieth  Century 

V  Vlly  OllC  LOP  Investors,  we  believe  some 

J*             <«    £%           •'•jj  stocks  are  like  tennis  balls, 

YY11'||  11£1  I    TllTllfl  ^d  otners  are  like  chicken 

*  *  A*A»-  *>  Mm*  M.  A.mM.M.M%M.  eggs.  A  falling  market  takes 

^  <g*»w  y/^fyj-Q  Z  *■%     ^em  ^^  down-  But  when  the  mar- 

IllYl^^^  1H     ket  bottoms,  tennis  balls  bounce  back. 

.  •        4  ■*  •*  So  Twentieth  Century's  goal 

|  £*^1  'f-l  *|  O  |^5-l  llC  is  simPle:  fm(i  ^  tennis  balls, 
M*mUUO   UmmM,Mx3*  m(\  avoid  ^  chicken  eggs. 

Evidently,  the  strategy  works.  Twentieth  Century's  investment  philos- 
ophy has  helped  put  us  among  the  top-performing  mutual  funds  in 
the  country. 

Want  to  know  more?  For  complete  information  about  our  six  funds  (Growth  Inves- 
tors, Select  Investors,  Ultra  Investors,  Vista  Investors,  Giftrust  Investors,  and  U.S. 
Governments),  write  or  call  for  a  free  prospectus.  Please  read  the  prospectus  carefully 
before  investing. 

Twentieth  Century  No-Load  Mutual  Funds 

Please  send  a  free  prospectus  to: 

Name 


Address  - 


City. 


State  . 


.  Zip. 


P.O.  Box  200,  Kansas  City,  Missouri  64141  •  (816)  531-5575 


Forbes    _ 
Lake  of  the 
Ozarks 


OUR  LAKELAND 
PARADISE 
AWAITS  YOU 


Your  own  vacation  land  on  the  fabulous  Lake  of  the  Ozarks  in 
Central  Missouri.  Right  in  the  heartland  of  America.  Away  from 
cities,  noise,  pollution  and  the  rat-race  of  the  workaday  world. 
We  call  it  Forbes  Lake  of  the  Ozarks  .  .  .  about  12,800  acres  of 
scenic  paradise.  Not  for  everybody,  but  maybe  for  you. 


If  yours  is  a  family  of  water-sports  lov- 
ers—swimming, boating,  fishing,  water-ski- 
ing—it's hard  to  imagine  a  more  perfect 
setting  for  you. 

Forbes  Inc.,  publishers  of  Forbes  Maga- 
zine, through  its  subsidiary,  Sangre  de 
Cristo  Ranches  Inc.,  is  offering  the  oppor- 
tunity of  a  lifetime  for  you  to  acquire  one  or 
more  acres  of  our  choice  Missouri  lakeland 
among  the  breathtaking  "hills  'n'  hollers" 
country  of  the  Lake  of  the  Ozarks. 

For  complete  information,  including  pic- 
tures, maps  and  full  details  on  our  liberal 
money-back    and    exchange    privileges, 

Obtain  the  Property  Report  required  by  Federal  law  and 
read  it  before  signing  anything  No  Federal  agency 
has  judged  the  merits  or  value,  if  any.  of  this  property. 
Equal  Credit  and  Housing  Opportunity. 
Not  an  offer  or  solicitation  in  those  states  where  the 
property  is  not  registered. 


please  write  to:  Forbes  Lake  of  the  Ozarks, 
Box  157,  Warsaw,  Missouri  65355 

I 

Forbes  Lake  of  the  Ozarks 

Box  157,  Warsaw,  Missouri  65355 

Without  obligation,  please  send  me  more 
information  on  Forbes  Lake  of  the  Ozarks. 


PLEASE  PRINT 


Name 


Address 


City/State/Zip 
Telephone 


Preference:  □  $6,000    □  $7,500    Q  Higher 


H 
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KENNETH  L.  FISHER 

"Ken  Fisher  has  produced  the 
first  worthwhile  investment  ideas 
I've  seen  in  years."  — James  W. 
Michaels,  Editor,  Forbes 

Using  Price  Sales  Ratios  and 
Price  Research  Ratios,  you  can 
analyze  and  predict  future  stock 
profit  margins.  Super  Stocks  by 
Kenneth  L.  Fisher  shows  you 
how  to  identify  "super  stocks" 
and  how  to  act  on  the 
spectacular  profit  opportunities 
they  provide. 
Order  No.  1879F  $19.95 

Send  $19  95  plus  $2  00  shipping  and  handling 
(50*  lor  each  additional  book  to  Depl  1879F 
Dow  Jones-Irwin.  1826  Ridge  Road.  Homewood. 
IL  60430  Or  call  toll-tree  1  -800  323-1717. 
operator  22  (order  no  1879F|  in  Illinois  call 
1-800-942-8881    Illinois  residents  please  include 
7%  sales  tax  New  York  State  residents  add 
appropriate  sales  tax 

DOW  JONES-IRWIN 

1826  Ridge  Rd.,  Homewood,  IL  60430 


Forbes  Subscriber  Service 

Write:  Subscription  Service  Manager 
Forbes,  60  Fifth  Avenue 
New-York,  NY  10011 
Call:  212-620-2243 
Change  of  Address.  Please  give  six  weeks 
notice.  Write  your  new  address  on  this 
form  and  return  it  with  a  recent  mailing 
label  from  the  magazine. 
New  Subscription.  To  order  Forbes,  fill  in 
the  form  and  return  it  with  a  check  for 
the  subscription  you  prefer    □   1   year 
$39    □  3  years  $78  (the  equivalent' of 
one  year  free).  Canadian  orders,   1  year 
$56C,  3  years  $120C.  Orders  for  other 
countries  add  $25  a  year  to  U.S.  rate. 

ATTACH  MAGAZINE  MAILING 

LABEL  OR  WRITE 

SUBSCRIBER  NUMBER  HERE 


Subscriber  number 


Name        (please  print) 


New  Address 


City 


State 


Zip 


Date  of  address  change 


F-4826 


Martin  Schwartz  only  breaks  even  200 
days  a  year  trading  commodities.  But 
that  didnt  stop  him  from  taking  home 
$2.5  million  in  profits  last  year. 

TRADER'S  TRADER 


A  New  York-based  commodity 
trader  named  Martin  Schwartz  says 
he  has  built  a  career  on  the  notion 
that,  as  he  puts  it,  "Failure  is  unac- 
ceptable." A  cliche?  Surely.  Simple- 
minded?  Perhaps.  All  the  same, 
Schwartz  has  been  building  quite  a 
career,  to  judge  by  the  amount  of 
money  he  has  taken  out  of  the  com- 
modity market  lately. 

His  staying  power  is  still  being 
tested — he's  just  39— but  Schwartz 
is  clearly  more  than  a  flash-in-the- 
pan  trader.  He  has  finished  among 
the  top  six  in  the  futures  division  in 
all  three  of  Norm  Zadeh's  trading 
championships  (Forbes,  Feb.  13). 
Schwartz  topped  all  other  futures 
traders  in  the  latest  contest,  ended 
June  1,  sporting  a  254.9%  gain  for 
the  four-month  trading  period.  He 
started  with  an  account  of  $482,000 
and  made  slightly  more  than  $1.2 
million  during  the  contest. 
Schwartz  alone  made  more  money 
in  each  contest,  Zadeh  reports,  than 
did  all  other  contestants  with  prof- 
its in  all  four  divisions  combined. 

Schwartz  says  he  rejected  failure 
once  he  found  the  right  partner.  "In 
1977  I  was  like  a  wild  man,"  he 
recalls.  "I  was  trading,  and  I  would 
even  have  some  winners,  but  I 
would  always  let  the  losers  eat  me 
up  alive.  Then  I  met  my  wife-to-be, 


Stanley  W  Angrist  is  a  commodity  specula- 
tor, consultant  and  longtime  observer  of  the 
commodity'  markets. 


Audrey.  I  became  a  different  person. 
I  learned  that  I  didn't  have  to  make 
all  the  money  in  the  world  in  two 
weeks."  His  pace  today,  though,  is 
not  exactly  leisurely.  He  considers  a 
summer  month  in  which  he  doesn't 
make  $200,000  or  a  winter  month 
in  which  he  doesn't  make  $500,000 
to  be  less  than  satisfactory.  Last 
year  he  took  home  $2.5  million. 

Schwartz  is  a  product  of  the  New 
Haven  public  schools  and,  via  out- 
standing grades  and  scholarships, 
Amherst  College.  "I  found  myself 
competing  against  kids  who  had 
graduated  from  Exeter  and  An- 
dover — I  couldn't  believe  how 
much  better  prepared  they  were 
than  I.  I  had  to  work  all  the  time  to 
keep  up  with  them." 

After  finishing  Amherst  with 
honors  in  economics,  he  began 
graduate  work  in  business  at  Co- 
lumbia; he  didn't  like  it  at  all.  It 
was  1968,  so  he  joined  the  Marine 
Reserves,  where  he  was  sent  to  Of- 
ficer Candidate  School  at  Quantico. 
"I  knew  that  if  I  could  finish  OCS  I 
could  do  anything  in  the  whole 
world,"  he  says.  "They  were  deter- 
mined to  break  both  my  mind  and 
my  body,  and  I  was  more  deter- 
mined not  to  let  them." 

In  1979,  after  a  decade  of  work  as 
a  security  analyst  in  Wall  Street  and 
trading  stock  options  and  gold,  and 
having  built  his  capital  up  to 
$140,000,  he  decided  he  had  had 
enough  of  flying  around  the  country 
evaluating  companies.  Instead,  he 
bought  a  seat  on  the  Amex  for 
$92,500  and  became  a  market- 
maker.  Within  a  year  he  was  earn- 
ing $40,000  to  $50,000  a  month,  but 
he  felt  confined  on  the  floor.  He  cut 
back  on  his  marketmaking — though 
he  retains  his  seat — and  started  to 
trade  commodities.  Today  he  most- 
ly trades  S&P's  contracts,  T  bonds, 
some  index  options  and  every  now 
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and  then  a  little  gold  and  silver. 

To  say  that  he  trades  in  the  S&P's 
pit  is  something  of  an  understate- 
ment. Schwartz'  trading  alone — fre- 
quently around  1,000  contracts  a 
day — can  add  up  to  between  one- 
half  of  1%  and  1%  of  the  total  S&P's 
daily  volume.  He  cuts  a  smaller  fig- 
ure elsewhere.  "One  of  the  biggest 
mistakes  for  small  traders  is  exceed- 
ing a  sensible  size  limit  for  their 
account,"  he  says.  "I  generally  limit 
myself  to  no  more  than  150  con- 
tracts on  a  trade.  If  I  get  bigger  than 
that,  it  clouds  my  judgment." 

Overtrading  can  lead  even  a  pro 
like  Schwartz  astray.  In  November 
1982,  he  says,  he  dropped  $600,000 
when  the  S&P's  contract  locked 
limit  against  him.  (A  lock  limit  is  a 
condition  in  which  the  price  of  a 
commodity  is  allowed  to  move  only 
a  specified  amount  from  the  pre- 
vious day's  close.  Exchange  limits 
no  longer  exist  on  any  of  the  stock 
index  futures  contracts.)  Now  he 
limits  the  loss  on  any  one  trade  to 
no  more  than  $200,000.  He  also 
likes  to  point  out  that  he  has  had 
numerous  $300,000-profit  days. 

How  does  he  do  it?  He  closely 
monitors  more  than  20  indicators, 
among  them:  a  ten-day  exponential 
moving  average,  advance-decline 
numbers,  up  and  down  tick  num- 
bers, up  and  down  volumes,  support 
and  resistance  areas  and  other  such 
data.  What  does  he  do  when  some 
indicators  tell  him  to  buy  while  oth- 
ers tell  him  to  sell?  Schwartz  an- 
swers: "I  can't  explain  it,  but  I  think 
I  have  a  feel  for  the  market.  Don't 
misunderstand  me,  I  make  mis- 
takes all  day  long.  For  200  days  a 
year  reasonably  small  losses  are  net- 
ted out  by  similar-size  gains.  But  on 
those  other  50  trading  days  I  make 
up  for  it.  I  have  had  1  losing  month 
in  the  past  14." 

Schwartz  relaxes  after  trading  by 
running  three  or  four  miles  a  day 
and  playing  tennis.  Otherwise,  it's  a 
monkish  sort  of  life — just  Schwartz, 
his  quote  screen  and  his  order-taker 
on  the  floor  of  the  International 
Monetary  Market.  For  compensa- 
tion, of  course,  there  is  the  chance 
to  take  home  $2.5  million  in  a  year. 
Schwartz  says  he  is  unimpressed  by 
that.  "The  only  thing  you  can  do 
with  money  is  spend  it,"  he  says. 
"Ah,  but  a  family  is  priceless.  I  feel 
sorry  for  people  who  haven't 
learned  that."  ■ 


FORBES  400/OCTOBER  1,  1984 


An  Advertising 

Service  That 
Means  Business 


CORPORATE  REPORT 


Corporate  Report  Updates . 

appears  once  a  month  in  Forbes' 
"Money  and  Investments"  section. 


More  and  More  •  . . 

publicly-held  corporations  use  Forbes 

Corporate  Report  Updates  because  their 

important  stockholder  news  reaches  one  of 

America's  most  important  investor  markets  in 

Forbes  Magazine. 


Forbes*  715,000  .  .  . 

subscribers  are  active  investors.  98%  have 

investment  portfolios  with  an  average  value  of 

$6 1 5,000  and  over  half  are  involved  with 

helping  others  make  investment  decisions. 

Those  others  include  corporations,  pension 

funds,  and  trusts. 


Best  of  all . .  . 

Forbes  gets  results.  Last  year  corporate  Report 

Updates  attracted  over  93,000  inquiries. 

For  more  information,  call  or  write: 

Sarah  Madison 

Corporate  Report  Updates 

Forbes  Inc. 

60  Fifth  Avenue 

New  York,  NY  10011 

Phone:  (212)  620-2371 
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REAL  ESTATE 


MAILING  LISTS 


DISTRIBUTORS 
WANTED 


COMPUTERS 


TRAPPER  PEAK  RANCH 

Nestled  below  one  of  Montana's  most 
spectacular  mountain  peaks,  the  views 
are  truly  awesome — postcard  perfect, 
in  fact.  Located  at  the  south  end  of  the 
Bitterroot  Valley,  an  easy  drive  from 
Missoula,  this  all  deeded  ranch  adjoins 
the  National  Forest  and  is  totally  pri- 
vate. Besides  being  one  of  the  few  sig- 
nificant real  estate  holdings  in  the  Bit- 
terroot Valley,  it  boasts  one  of  the  most 
tastefully  complete  set  of  improve- 
ments ever  foufid.  Contact  Exclusive 
Agents  for  Sellers:  Hall  &  Hall,  Inc., 
P.O.  Box  1924,  Billings,  MT  59103 
(406)  252-2155. 


Contemporary  Carriage  House 
70's  E.  Off  Park  Ave.  NYC 

Beautiful  wrought  iron  &  golden  gates 
guard  the  elegant  facade  &  extraordinary 
interior  of  this  renovated  carriage  house. 
Encompassing  3-levels  +  roof  garden  with 
10  rms-3  BRs,  5'/>  baths.  With  such  supe- 
rior appointments  as  12'  ceilings,  wood- 
burning  fireplaces,  central  A/C,  burglar  & 
fire  alarm  systems,  complete  sound  proof- 
ing &  gourmet  kitchen. 

Price  upon  request. 

Lilyan  R.  Wax  man  Real  Estate 

654  Madison  Avenue,  N.Y.  10021 

(212)  308-9790 


KERRVILLE,  TEXAS 

Specially  designed  and  built  for  retire- 
ment, in  Riverhill  Estates.  Richly 
wooded  Vt  acre  on  hillcrest;  2BR/4B; 
enclosed  32'  pool;  workshop/studio. 
Less  than  appraised  $300,000. 
Whitmore-Carlson  Trust.  Box  1816. 
Kerrville,  TX  78028 
(512)  896-3727. 


Central  TEXAS 
Interstate  Property 

20  Acres-Hwy.  Frontage 

Hwy.  Ingress'Fgress 

Subdivision  Lots  &  Raw  Land 

Wade/Chaillet  Real  Estate 

(817)773-2876 

(512)443-7689 


WYOMING  VACATION  HOME 

Get  away  from  it  all  on  your  own  160  acres 
at  the  foot  of  the  Big  Horn  Mountains  A 
lovely  vacation  home  plus  a  caretaker's 
home,  barn,  corrals,  7  ponds  with  trout, 
live  stream,  hunting  and  fisning,  magnifi- 
cent scenery  $350,000.00 

GALEY-THOMAS  REALTY 

110  South  Main  Street 
Sheridan,  Wyoming  82801 

Phone:  307-674-8878 


Big 

Money 

—  They 

Spend  It 


272,000 
MILLIONAIRES 

"i2Sf  13,000  3^ 
MULTIMILLIONAIRES 

18,000 
TYCOON  INVESTORS/ 
PHILANTHROPISTS 


W.S.  PONTON,  Inc 

The  Ponton  Building 
5149  Butler  Street 
Pittsburgh,  PA  15201 
<?S?  412-782-2360 
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tf    Write 

1/  lor  Our 
/  FREE 
*  New  1985 
Investor 
List  Catalog 


BUSINESS  OPPORTUNITIES 


$2QOOO. 

PLUS  OTHER  INCENTIVES 

FOR  INITIATING  DEVELOPMENT. 

MANUFACTURING/BUSINESS 

INDUSTRIAL  PARK 

STEVE  JONLAND  (EXEC.  V.P.) 

GLENDALE  CHAMBER  OF  COMMERCE 

7125  N.  58th  DR. 

GLENDALE,  AZ  85301 

(602)  937-4754 


RIGHT  BUSINESS 

RIGHT  PRICE 
RIGHT  LOCATION 

Businesses  for  sale  by  owners  west  of 
Mississippi  value  priced  and  owner  fi- 
nanced    Call    collect    today    to    Mr. 
Thomas  Toxie  303-630-8188 
AFFILIATED 
BUSINESS  CONSULTANTS 
Box  6339,  Dept  F,  Co.  Spgs.,  CO  80934 
(303)630-8188,  Ext.  14 
No  fee  to  buyer  involved 


Rent-a-Robot 

This  system  is  recognized  as  the  most  effective  marketing 
tool  available  today  Incomes  of  $1200.  +  per  day  —  while 
reaching  marketing  and  public  relations  objectives  quickly. 
Factory  Training  Nationwide  Rental  System  and  protected 
area  are  included.  To  learn  more  about  Robot  Power  call  Mr 
StoU  at  (617)  482-9138  —  and.  remember.  Robots  are  only 
as  good  as  the  people  behind  them. 

m>  I  ROBOTICS  INC 

^=^         11  Melcher  St.,  Boston,  MA  02210 


NEW  PRODUCTS 
FOR  DISTRIBUTION 

We  are  an  established,  publicly-owned 
R&D  company  with  40  years  experience 
In  that  field.  We  have  developed  more 
new  products  than  we  can  market,  and 
are  seeking  reliable  firms  capable  of 
marketing  products  in  the  pharmaceu- 
tical, health-care,  medical  devices,  spe- 
cialty-chemical, and  cosmetic  fields. 
Principals  only. 

United-Guardian,  Inc. 

P.O.  Box  2500 

Smithtown,  New  York  11 787 

(516)273-0900 

TWX:  510-227-6230 


INVESTMENT 
SOFTWARE 


How  To  Evaluate  96 

Stock  Or  Index  Options 

In  Just  18  Seconds 

FREE  BROCHURE 

SOFTWARE  FOR  IBM'"'  AND  APPLE'"' 

Phone  or  write.  No  obligation. 

O  CalcShop  Inc..  Box  1231  -F 
°  W.  Caldwell.  NJ  07007 
Telephone:  (201 )  228-9139 

Trademarks  ""IBM  Corp    "Apple  Computer  Inc 


TRS-80    EPSON 


Our  8th  year  of  DISCOUNTS 
Ed  or  Joe  McManus 
Fgt.  Prepaid.  Save  Tax 
a,       Toll  Free  800-231-3680 

(III    mflRYITlflC  INDUSTRIES  INC 

22511  Katy  Fwy. 

Katy  (Houston)  TX  77450 

1-713-392-0747  .Telex:  774132 


EXECUTIVE  SERVICES 

3  t>es  l0  T1cc  CO    44  Monterey 
SUM  TIES  CO'      0 


TRADE  SHOWES 


TRADE  SHOW 
MARKETING  MAGIC 

Visually  illustrate  your  product  and  sales 
theme  with  magic.  I  get  people  interested  in 
what  I'm  doing  so  that  they  listen  to  what  I 
have  to  say.  A  complete  program  of  product 
oriented  Trade  Show  magic.  Call  Robert 
Ian  at  The  Magic  of  Tomorrow  for  details 
and  promo  package.  (608)  325-5794 


jrfrrbesMarket/€Ife 


FORBES  MARKET/CLASSIFIED  is  published  in  the  first  issue 
of  each  month.  Advertising  closing  date  is  one  month  preceding 
date  of  issue. 

Frequency  discounts  available.  Payment  must  accompany 
order  unless  from  accredited  agency. 

FOR  ADDITIONAL  INFORMATION  WRITE  OR  CALL: 

LINDA  LOREN 
FORBES  MARKET/CLASSIFIED 

60  FIFTH  AVENUE/NEW  YORK,  NY  10011 
(212)  620-2440 
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Forbes:  Capitalist  Tool 


®    REACH  THE  PEOPLE  WHO  OWN 
AND  RUN  AMERICA'S  BUSINESS 


'■-"'•'-  1  NHOHMBMn 


Forbes  Market/ 


EXECUTIVE  GIFTS 


EXECUTIVE  GIFTS 


CORPORATE  ITEMS 


CORPORATE  ITEMS 


MILLIONAIRES  FOR  SALE 

Beautiful  antique  stocks  and 
bonds  dated  1700-1900  signed 
by  history's  RICH  AND  FAMOUS 
Robber  Barons,  Swindlers,  Pi- 
oneers, and  Politicians — ideal  for 
decorating,  collecting,  promo- 
tions and  unique  gifts.  Send 
$3.00  for  an  illustrated  History 
and  Humor  packed  catalog  to: 
Haley  Garrison,  Box  JH, 
Williamsburg,  VA  231 87-3632. 

Seminar  planners — something 
different,  dynamic?  Request  my 
FREE— MILLIONAIRES  FOR 
RENT  brochure. 


Bronze 
Wildlife  Sculpture 


Skimming  The  Waves 

24"  Wingspan 

Send  for  complete  catalog  and  price  list  (no  charge) 

Sun  Warrior.  660  Newport  Center  Dr.  H7S0, 

Newport  Beach,  CA  92660 


FOR  THE  TRAVELER 

6  Piece  Fly  Rod  with  Leather  Case. 
Balanced  Action.  Made  in  England. 
15  inches  Long  for  easy  packing. 
Also  available,  crafted  Fly  Reel  and 
Spools.  Inquire  to: 

E.H.M.  Enterprises  Inc. 

377  Monaco,  Dept.  1001 
Union  City,  California  94587 


FORBES  BINDERS 


SLIP  CASES 
OR  BINDERS 


In  red  and  gold 
leatherette. 

Slipcase:  $5.95; 
three  for  $17 

Binders:  $7.50; 
three  for  $21.75 

Send  check  with  your  name  and 

address  to: 

JESSE  JONES  BOX  CORP. 

Dept.  FB,  P.O.  Box  5120 
Philadelphia,  PA  19141 


PARLE 

PORTRAITS 

We  are  world  fa- 
mous portrait  art- 
ists. Our  clients 
are  private  indi- 
viduals, families, 
and  major  corpo- 
rations, who  use  our  work  for  board- 
rooms, awards,  and  incentives  to  in- 
crease sales.  Portraits  are  created  from 
a  single  sitting  or  any  available  pho- 
tograph. For  information,  call  or  write  for 
free  color  brochure  with  details. 

PARLE  PORTRAITS 

1 00  LaSalle  Street,  New  York,  NY.  10027 
(212)663-7361 


DISPLAY  CASES 

PROTECT  AND 
DRAMATIZE  YOUR 
PRECIOUS  WORK 

OF  ART 
CUSTOM  MADE 
clear  lucite  on 
o  finished 
wood  base 
5END  DIMENSIONS  •  LENGTH  •  WIDTH 
AND  HEIGHT  •  WE  WILL  QUOTE  PRICE 

SATISFACTION  GUARANTEED 

FOR  ESTIMATE  CALL  804-442-2299 

OR  WRITE 

THE  DISPLAY  CASE  CO. 

DOX  880-Z,  Exmore,  VA  23350 


BDL  HOMEWARE 

Congenial  software  for  the  IBM-PC.  No 
computer  skills  needed!  Fun!  BDL,  CELE- 
BRATE tells  birthdays,  anniversaries,  etc. 
Keeps  up  to  5  name  &  address  books .  La- 
bels, too.  $34.95.  BDL.  ROAST  computes 
exact  minute  to  start  roasting  meat  or  poul- 
try for  perfect  results.  Takes  a  minute, 
$24.95.  BDL.  GIFT  remembers  who  gave 
what  to  whom  and  when.  Notes  sizes,  inter- 
ests, etc.  $34.95  All  use  128K  DOS,  disk, 
printer.  Great  gifts!  BDL  HOMEWARE; 
2509  N.  Campbell,  #328  Tucson,  AZ 
85719(602)577-1435 


/HR  Frontier  Fruit  &  Nut  Co. 
\2J     FREE  CATALOG 

America's  leading  retailer  of  qual- 
ity dried  fruits  &  nuts  offers  unique 
corporate,  all  occasion  &  holiday 
gifts  starting  at  less  than  $10 
Frontier  Fruit  &  Nut  Co. 
Dept.  B,  3823  Wadsworth  Rd. 
Norton,  Ohio  44203 
(216)  825-0692 


MISCELLANEOUS  FOR  SALE 

GENUINE  GEMSTONES  AND 
JEWELRY 

Free  wholesale  catalog. 

Satistaction  guaranteed! 

Member  Jewelers  Board  of  Trade 

Chamber  ot  Commerce 

HOUSE  OF  ONYX 

No.  1  MAIN  ST. 

GREENVILLE,  KENTUCKY  42345 

TOLL  FREE  SERVICE  1-800-626-8352 


Siampien  3iaiiy  £td. 


BE  RECOGNIZED 

In  Boardrooms  and  Clubrooms;  By  having  your  company  name 
or  logo  on  a  quality  product  from  HAMPTON  HALL,  LTD. 

For  nearly  ten  years  Hampton  Hall  has  been  a  leading  supplier  of 
tastefully  designed  ties  and  other  quality  items  to  Corporations 
and  clubs. 

Please  call  or  write  for  our  brochure. 

HAMPTON  HALL,  LTD. 

220  Fifth  Avenue,  New  York,  NY.  10001 
(212-685-2440) 
(Minimum  order  150  pieces  per  item)  Dept  JM 


EXECUTIVE  GIFTS 


TRAVEL 


AUTOGRAPHS 

Invest  in  History! 

Who's  your  hero? 
WASHINGTON,  NAPOLEON, 

LINCOLN,  EINSTEIN, 
ROOSEVELT,  HEMINGWAY, 

CHURCHILL? 

We  offer  an  extensive  selection  of 

original  letters  by  Presidents, 

Statesmen,  Writers,  Scientists, 

Artists,  Composers,  &  Financiers. 

Send  for  your 

Free  Illustrated  Catalogue. 

PAULC.  RICHARDS 

High  Acres  North 

Templeton,  Massachusetts  01468 


Cruise  beautiful  French  canals 
on  hotelboat1  Superb  French 
cuisine  Relax  on  sundeck  or 
cycle  alongside  while  floating 
through  Burgundy  Visit  pictur- 
esque villagesand  chateaus.  In- 
dividuals or  charter  group  (max- 
imum-12)  Paris  pickup  HORI- 
ZON, 215  N  75th.  Belleville,  IL 
62223.  800-851-3448  HempMU 
Harris  Travel.  General  Sales  Agent 


YACHTING  IN  GREECE! 

Take  advantage  of  our  personalized  ser- 
vice within  the  safety  of  our  large  orga- 
nization 

Contact  us  for  our  free  106-page 
color  brochure. 

GPSC  Charters,  Ltd. 

600G  St.  Andrews  Rd. 

Philadelphia.  PA  19118 


Flashbacks 


Edited  by  Dero  A.  Saunders 


"The  more  things  change " 

Items  from  past  issues  of  Forbes 


Sixty  years  ago  in  Forbes 

(From  the  issue  of  October  1,  1924) 
"I  attribute  much  of  my  advancement 
and  progress  to  the  fact  that  I  lacked 
capital.  Because  of  this  I  had  to  watch 
every  expenditure.  If  I  had  not  known 
or  experienced  the  situation  of  need- 
ing money — where  I  really  had  to  do 
some  close  figuring — to  start  my  busi- 
ness, it  would  never  have  grown  to 
the  proportions  you  see  here  today, 
because  I  would  not  have  had  to  study 
its  every  detail."   — Harvey  Firestone 


Firestone  Tire 
founder  and  long- 
time head  Harvey 

S.  Firestone.  At 
right,  Firestone 
on  vacation  with 
Henr\<  Ford 


"Transportation  as  a  commodity  has 
its  important  accessories — speed, 
safety,  comfort,  liberty,  exclusive- 
ness.  And  these  determine  its  price. 
The  electric  street  railway  is  cheap- 
est, then  comes  walking,  then  the  bi- 
cycle, the  omnibus,  the  steam  rail- 
way, the  taxicab,  the  private  car.  The 
mere  utility  of  being  moved  from  one 
spot  to  another  is  the  smallest  item  in 
both  cost  and  price,  but  the  luxury 
elements  fetch  the  money.  This 
comes  near  enough  being  true  to 
guard  one  against  any  of  the  mainly 
utilitarian  views  on  transportation 
questions  which  are  often  supposed  to 
be  decisive,  as  if  utility  had  better 
rights  than  luxury." 


Pioneer  investment  adviser  John  Moody 


"By  this  time  John  Moody  had  sensed 
that  many  investors  would  value  a 
volume  giving  them  unbiased,  accu- 
rate, authoritative  ratings  of  bond  and 
stock  issues.  Nobody  had  attempted 
to  satisfy  this  growing  need.  Moody 
set  to  work,  and  in  May  1909  he 
brought  out  the  first  of  what  was  des- 
tined to  be  a  monumental  series  of 
invaluable  guides  for  investors.  The 
publication  of  Moody's  Analyses  of  Rail- 
road Investments,  which  rated  thou- 
sands of  bonds  and  stocks,  brought  a 
stream  of  letters  from  investors.  .  .  ." 

Fifty  years  ago 

(From  the  issue  of  October  1 .  1934) 

"Having  started  work  as  an  appren- 
tice in  a  railway  shop,  [Walter) 
Chrysler  learned  practical  mechanics 


sler  Corp.  founder  Walter  P.  Chrysler 


from  the  ground  up.  It  was  extreme 
industry  and  aptitude,  not  influence, 
which  enabled  him  quickly  to  rise. 
Although  he  has  developed  other  ca- 
pacities, Walter  Chrysler  is  still  at 
heart  a  thoroughgoing  mechanic,  ea- 
ger to  improve  processes  or  originate 
new  ones,  ready  always  not  merely  to 
tell  others  how  a  thing  should  be 
done,  but  to  rip  off  his  coat  and  show 
'em  by  actual  demonstration.  Maybe 
this  accounts  in  some  measure  for  the 
phenomenal  growth  and  success  of 
the  nine-year-old  Chrysler  Corp." 

"What  Lincoln  called  'the  common 
people'  are  destined  hereafter  to  re- 
ceive greater  consideration  from  gov- 
ernments. This  fundamental  fact 
should  be  grasped  by  all  men  of  af- 
fairs. Reports  have  been  widely  pub- 
lished that  certain  groups  of  business- 
men are  planning  to  oppose  anything 
and  everything  sponsored  by  the  New 
Deal,  that  they  mean  to  strive  by 
might  and  main  to  restore  the  social, 
economic  and  political  conditions 
prevailing  during  pre-Depression 
times.  That  such  reports  are  true  it  is 
hard  to  believe.  Nothing  could  be 
more  shortsighted,  more  futile,  more 
suicidal."  — B.C.  Forbes 

Twenty-five  years  ago 

(From  the  issue  of  October  1.  1959) 

"Are  stock  prices  certain  to  go  up 
because  of  inflation  and  the  rising 
cost  of  living?  Not  at  all,  says  John  M. 
Templeton,  a  mutual  fund  invest- 
ment manager.  He  points  out  that  in 
three  countries  with  relatively  high 
inflation  (France,  England  and  Hol- 
land) stock  prices  rose  by  206%  over 
the  past  ten  years.  But  in  Germany, 
Switzerland  and  the  U.S.,  where  infla- 
tionary pressures  were  lighter,  stocks 
rose  by  a  walloping  474%." 

"Wall  Street  had  already  had  some 
harrowing  experiences  with  what 
looked  like  bargain  prices  for  bonds. 
In  early  August  many  professionals 
became  convinced  that  U.S.  govern- 
ment bonds,  then  yielding  4.3%  on 
average,  were  too  cheap  to  resist.  Es- 
pecially so  when  they  could  be  bought 
on  margins  of  just  5%.  .  .  . 

"Unfortunately  for  the  overeager 
bargain  hunters,  that  kind  of  leverage 
cuts  both  ways.  By  last  month  specu- 
lators who  went  into  Treasuries  on 
5%  margin  in  early  August  had  al- 
ready seen  as  much  as  50%  of  their 
capital  disappear  in  two  months." 
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Latest  Simmons  says 

it  all... 

More  of  the  women  you  want 
to  reach  the  most...for  less-. 


Women 
18  to  34 


Women 
18  to  44 


Metro- 
Suburban 
Women 


High-income 
Women 


Home 
Owners 


£  Women  with 
children 
under  18 


StgX<SiL>  ■ 


Women 
18  to  54 


Women 
who  own 
residences 
$80,000  plus 


Educated 
Women 
high  school 
or  more 


Married 
Women 


Working 
Women 


™  $ 

¥   ■ 

f 

. 

^B 

Metropolitan 
Women 


Highest  readership-lowest  CPM 

Good  Housekeeping  reaches  the  women  you  want  to  reach— a  total  of  17,784,000 
women  in  all,  in  40  demographic  categories— at  the  lowest  CPM  in  the  field! 
With  this  kind  of  efficiency  and  reach,  it's  hard  to  go  wrong 
„„     ,  c      K  fJ  „,        M       in  any  combination  you  need  to  move  your  product. 

•Women  s  Service  Field;  Simmons  1984  J  J  *  R 

Good  Housekeeping 

The  magazine  women  believe. 

GOOD  HOUSEKEEPING  IS  A  PUBLICATION  OF  HEARST  MAGAZINES  A  DIVISION  OF  THE  HEARST  CORPORATION  ©  1984  THE  HEARST  CORPORATION. 


The  cleverly  expressed 
opposite  of  any  generally 
accepted  idea  is  worth 
a  fortune  to  somebody. 
F.  Scott  Fitzgerald 


One  of  society's  absurd 
delusions  is  that  the  spending 
of  money  can  cure  something. 
Vernon  Howard 


But  there  was  the  spending 
of  money  and  there  is  no 
doubt  about  it,  there  is 
no  pleasure  like  it,  the 
sudden  splendid  spending  of 
money  and  we  spent  it. 
Gertrude  Stein 


God  commonly  gives  riches 
to  foolish  people,  to 
whom  he  gives  nothing  else. 
Martin  Luther 


It  is  very  much  easier  for  a 
rich  man  to  invest  and  grow 
richer  than  for  the  poor  man 
to  begin  investing  at  all. 
Barbara  Ward 


Interest  is  the  birth  of 
money  from  money.  Breeding 
of  money  is  most  unnatural. 
Aristotle 


That  some  should  be  rich 
shows  that  others  may  become  , 
rich,  and  hence  is  just 
encouragement  to  industry 
and  enterprise. 
Abraham  Lincoln 


It  is  difficult  for  a 
rich  person  to  be  modest 
or  a  modest  person  rich. 
Epictetus 


If  a  man  is  wise,  he  gets 
rich  an'  if  he  gets  rich, 
he  gets  foolish,  or  his  wife 
does.  That's  what  keeps 
the  money  movin'  around. 
Finley  Peter  Dunne 


Thoughts 

on  the  Business  of  Life 


Tfje  money  or  place  or  fame 
which  our  endeavors  may  bring 
when  crowned  with  so-called 
success  will  not  yield  all 
the  joy  we  anticipated.  Such 
things  may  charm,  may  tickle 
our  vanity,  may  effervesce  a 
hectic  sort  of  happiness  for 
a  while.  But  consciousness 
of  the  worthwhileness  of  the 
achievement  itself  can  alone 
produce  in  us  a  state  of 
happiness.  Riches  are  mental, 
not  material. 
B.C.  Forbes 


Money  may  not  bring  happiness, 
but  it  brings  such  a  good 
imitation  that  it  is  often 
hard  to  tell  from  the  real  thing. 
William  Feather 


I'm  opposed  to  millionaires, 
but  it  would  be  dangerous 
to  offer  me  the  position. 
Mark  Twain 


The  foundation  of  wealth  is 
the  first  decision  well  made. 
J. P.  Morgan 


I  have  not  observed  men's 
honesty  to  increase  with 
their  riches. 
Thomas  Jefferson 


There  is  no  wealth  but  life. 
John  Ruskin 


More  than  6,000  "Thoughts,"  indexed  by 
author  and  subject,  are  available  in  a  two- 
volume  boxed  set  at  $24.95.  A  one-volume 
edition  of  over  3,000  "Thoughts,"  $14.95. 
Send  check  and  order  to:  Forbes  Inc.,  60 
Fifth  Ave.,  New  York,  N.Y.  10011.  Add  sales 
tax  on  New  York  State  orders  and  other 
states  where  applicable. 


Wealth  may  be  an  excellent 
thing,  for  it  means  power,  it 
means  leisure,  it  means  liberty. 
James  Russell  Lowell 


Wealth  serves  a  wise  man, 
but  commands  a  fool. 
Thomas  Fuller 


A  wise  man  ought  to  have 
money  in  his  head,  but 
not  in  his  heart. 
Jonathan  Swift 


In  the  sphere  of  material 
things,  giving  means  being 
rich.  Not  he  who  has  much 
is  rich,  but  he  who  gives  much. 
Erich  Fromm 


The  greatest  wealth  you  can 
ever  get  will  be  in  yourself. 
Horace  Bushnell 


A  Text . . . 

He  that  had  gathered 
much  had  nothing  over; 
and  he  that  had  gathered 
little  had  no  lack. 
II  Corinthians  8:15 


Sent  in  by  Elissa  K.  Walker,  Henryville,  Pa. 
What's  your  favorite  text?  The  Forbes 
Scrapbook  of  Thoughts  on  the  Business  of 
Life  is  presented  to  senders  of 
texts  used. 


Money  is  a  terrible  master, 
but  an  excellent  servant. 
P.T.  Barnum 


Rather  than  earn  money,  it 
was  Thoreau's  idea  to  reduce 
his  wants  so  that  he  would 
not  need  to  buy  anything.  As 
he  went  around  town  preaching 
this  ingenious  idea,  the 
shopkeepers  of  Concord  hoped 
he  would  drop  dead. 
Richard  Armour 
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ONLY  PITNEY  BOOT 


DATE 


DELIVERS 
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ONE  TOLL-FREE  CALL* 

REFILLS  YOUR  POSTAGE  METER 

IN  JUST  SECONDS. 

Because  when  you  have  a  Pitney  Bowes  RMRS® 
postage  meter  that's  exactly  what  you  can  do.  When 
you  use  it  with  your  Pitney  Bowes  mailing  machine 
it  seals  and  meter  stamps  all  your  mail,  even  pro- 
duces parcel  tapes  for  your  heavy  mail  and  packages. 
And  when  you  run  out  of  postage  all  you  have  to 
do  is  make  a  toll-free  call  and  your  RMRS  postage 
meter  is  full  again  and  ready  for  business. 

Think  of  what  that  can  mean  for  you.  No 
more  trips  to  the  post  office  and  no  more 
running  out  of  postage  just  when  you  have  to 
get  a  big'  mailing  out. 

Here's  how  it  works:  when  the  meter  shows  your 
postage  running  low,  just  pick  up  your  phone,  call 
RMRS  Data  Center  and  get  your  special  code  num 
Punch  that  code  into  your  meter  and  you're  set. 
You'll  never  run  out  of  postage  again. 

*A  small  charge  is  made  for  each  transaction. 


Oh,  and  here's  something  else  you  can  do  by 
phone.  You  can  get  a  free  demonstration  of  the 
RMRS  postage  meter  in  your  very  own  office.  And 
while  you're  at  it,  ask  about  the  Pitney  Bowes 
electronic  accounting  system  and  our  electronic 
decision  making  scales. 

The  electronic  accounting  system  calculates 
and  keeps  track  of  mailing  costs  by  department, 
account  or  batch,  as  well  as  by  day,  week,  month 
or  any  combination  thereof. 

And  the  electronic  decision  making  scales 
are  programmed  to  compute  the  least  expensive, 
most  cost-efficient  postal  and  parcel  rates. 

Innovations  from  Pitney  Bowes,  all  with  excel- 
lent leasing  terms  available.  And  all  created  to  put 
more  into  your  mailroom  so  your  company  can  get 
more  out  of  it.  For  more  information,  call  toll-free 
anytime  (except  Alaska  or  Hawaii)  800-621-5199 
(in  Illinois  800-972-5855).  Or  write  Pitney  Bowes, 
1759B  Pacific  Street,  Stamford,  Connecticut 
06926-0700.  ' 
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ABSOLUTELY,  POSITIVELY 


IP  Pitney  Bowes 


Over  700  sales  and  service  points  throughout 


3ful  Canada.  Mailing  Systems,  Copiers,  Dictating  and  Facsimile  Systems,  Business  forms  and  Office  Supplies. 


We  think  Mr.  Carnegie  was  right.  Concentrate.  Do  what  you  do 
best  and  do  it  better  than  anyone  else.  And,  that's  exactly  what  we're 
doing  at  Litton  Financial  Services. 

We  concentrate  on  financing  capital  investment  in  new  equipment. 
And,  in  so  doing,  we're  helping  a  wide  spectrum  of  the  American  busi- 
ness community  keep  pace  with  technology  and  gain  its  competitive 
advantages. 

Equipment  financing  is  our  business,  and  we're  equipped  to  do 
the  job  with  a  finely-tuned  organization  that  brings  dedicated  experi- 
ence, skill,  and  financial  strength  to  every  transaction.  Our  focus  is  on 
the  ever  changing  complexities  of  business  and  the  economic  and  regula- 
tory forces  that  impact  it,  sharpened  by  a  keen  ability  to  recognize  the 
opportunities  that  change  can  bring. 

We  would  welcome  the  opportunity  to  concentrate  on  your 
quipment  financing  needs.  We  look  forward  to  offering  you  the  benefits 
*  working  with  a  company  committed  to  helping  you  achieve  the  tech- 
gy  and  financing  to  grow,  expand,  and  profit.  Write  or  call  us  for 
rmation:  Litton  Financial  Services,  Inc.,  Ten  Stamford  Forum,  PO. 
.r  601,  Stamford,  CT  06904  (203)  328-2700. 
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Litton  Financial  Services,  Inc. 


WhyRCUs 


I, 


T, 


[n  the  vast  universe  of  corporations,  RCA  stands  alone.  Certainly,  others  manufac- 
ture television  sets.  Still  others  are  major  forces  in  communications,  broadcasting, 
defense  and  aerospace.  But  no  other  company  does  all  of  the  things  that  RCA  does. 

That  distinction  not  only  makes  RCA  unique,  it  has  enabled  us  to  develop  talents  and 
abilities  that,  we  believe,  no  other  single  corporation  possesses. 

Three  years  ago,  new  top  management  at  RCA  took  a  long,  hard  look  at  those 
talents  and  abilities.  And  at  the  industries  in  which  we  compete.  The  resulting  strategy  was  a 
simple  one -do  what  we  do  best.  In  short,  focus  on  three  businesses  that  offer  the  greatest 
potential  for  future  growth -electronics,  communications  and  entertainment. 

'he  results  have  been  dramatic.  In  home  video  systems  RCA  has  built  a  leading 
market  share  in  television  receivers,  video  cassette  recorders  and  cameras.  And 
we're  pioneering  the  ingenious  charge-coupled-device  (CCD)  in  a  revolutionary  broadcast 
camera  that  can  practically  see  in  the  dark. 

In  space,  our  business  has  taken  off.  RCA  is  the  leader  in  the  design  and  construction 
of  both  communications  and  meteorological  satellites.  And  our  cameras  and  video  equipment 
are  playing  a  major  role  in  the  Space  Shuttle  program. 

AEGIS,  the  Navy's  seaborne  weapons  defense  system,  was  developed  and  built  by 
RCA.  The  first  two  cruisers  in  this  new  series  are  now  in  service  and  we've  been 
awarded  contracts  for  eleven  additional  ships. 

In  1983,  NBC  captured  more  prime-time  Emmy  Awards  than  the  other 
two  networks  combined.  RCA  Records  had  a  smash  year  with  hits  by 
Kenny  Rogers,  Alabama  and  Hall  &  Oates.  And,  in  conjunction  with  Columbia 
Pictures,  RCA  has  become  a  leader  in  prerecorded  music/video  cassettes. 

This  tremendous  success  has  had  another  effect-RCA's  earnings  in  the  second  quarter 
were  the  highest  in  the  Company's  history. 

1f  these  facts  surprise  you,  write  to  us  at:  This  Is  RCA,  P.O.  Box  91404,  Indianapolis, 
Ind.  46291  and  we'll  send  you  a  few  more  surprises.  You  see,  we  want  you  to 
rethink  RCA.  As  a  corporation,  as  an  investment  or  as  a  place  to  work.  Because  when  you  do, 
you'll  realize  that  RCA  really  is  one  of  a  kind. 
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The  editorial  index  of  companies  referred  to 
in  this  issue  is  on  page  274. 

Companies 

40  Dome  Petroleum  Ltd. 

The  Chrysler  of  the  North?  Don't  believe  it.  The  Canadi- 
ans don't. 

41  Carnation  Co. 

Does  a  company  have  a  responsibility  to  make  sure  its 
public  statements  are  accurate?  Carnation  apparently 
doesn't  think  so. 

42  Atari 

Jack  Tramiel's  plan  to  turn  it  into  another  Commodore, 
with  $150  million  of  new  money,  sounds  wild.  But  what 
if  it  works? 

126    Ball  Corp. 

If  plastics  are  the  future,  says  Dick  Ringoen,  then  the 
future  is  now. 

130    Travelers  Corp. 

Its  competitors  among  the  big  multiline  insurance  com- 
panies are  having  their  problems.  So,  is  it  time  for  Travel- 
ers to  take  a  hit? 

147    The  Up  &  Comers 

Apollo  Computer;  Richardson  Electronics;  Family  Show- 
time Theatres;  The  Wiffle  Ball;  Westwood  One. 

181     SCI  Systems 

Growing  at  breakneck  speed  by  riding  the  IBM  tiger. 


Industries 

66    Manufacturing 

Of  all  the  Japanese  "secrets,"  here's  one  of  the  most 
effective. 

79    Publishing 

Guess  who's  getting  most  of  the  treasure  from  the  trea- 
sure-hunt books? 

86    Natural  Gas 

Faced  with  huge  surpluses,  the  industry  is  hawking  just 
about  every  kind  of  gas-fueled  device  there  is. 

118    Textiles 

In  closing  one  import  loophole,  the  Reagan  Administra- 
tion may  have  opened  another  one  very  wide. 


Regions 


72    Washington's  Beltway  Bandits 

Life  sciences  and  death  sciences  on  the  Capital  Beltway. 


On  The  Docket 


105     Discovering  Discovery 

Nineteen  out  of  20  lawsuits  never  come  to  trial,  so  why 
are  legal  bills  so  high? 


Taxing  Matters 


110    "It's  Exciting,  It's  Glamorous.  But " 

Equipment-lease  tax  shelter  programs  are  on  the  rise. 
Watch  out.  Also:  A  reach  too  far;  the  deductible  vacation; 
the  final  kick  in  the  pants. 


Departments 

Money  &  Investments 

Columnists 

6    Side  Lines 

33    What's  Ahead  For 

261     Ben  Weberman 

8    Trends 

Business 

262    Susan  Lee 

14    Follow-Through 

34    The  Forbes  Index 

264    David  Dreman 

20    Readers  Say 

243    The  Forbes  /Wilshire 

266    Ann  C.  Brown 

25     Fact  and  Comment 

5000  Review 

268     Kenneth  L.  Fisher 

28    Other  Comments 

269    Srully  Blotnick 

31     Fact  and  Comment  II 

270    Ashby  Bladen 

275    Flashbacks 

272    Stanley  W.  Angrist 

276    Thoughts 
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Personal  Affairs 


Personalities 


197    Cover  Story:  Financial  Planning 

Anyone  who  calls  himself  a  financial  planner  these  days 
can  be  one.  So  if  you  need  one — and  you  may — here  are 
some  dos  and  don'ts. 


Wall  Street 


38    After  The  Purgative 

There's  a  cautious  new  boomlet  in  new  issues. 

64    The  Funds:  Mutual  Monkey  Business 

A  trade  association  claims  that  mutual  funds  beat  the 
market  almost  2-to-l.  Handle  that  data  with  care. 

82    Dr.  Diller's  Computers 

They  can  do  marvelous  things.  But  they  can't  make  your 

assumptions  for  you. 

92    Numbers  Game 

It's  not  how  big  the  puddle  is,  it's  what's  in  it. 

172    The  Funds:  Hidden  Backlash 

Good  funds  can  have  built-in  tax  liabilities;  bad  funds 
often  have  benefits. 

246    Streetwalker 

American  Home  Products,-  Aetna  Life  &  Casualty; 
Bausch  &  Lomb;  Morton  Thiokol  and  Dow  Chemical; 
Alexander's. 

250    Statistical  Spotlight:  Short  Circuit? 

Multiples  for  electronics  stocks  have  collapsed.  Time  to 
take  another  look?  Also:  Inside  the  Dow. 


43     George  Klein 

If  he  can  make  it  all  work,  he  will  end  up  with  one  of  the 
greatest  real  estate  plums  in  the  world.  But  who  is  he? 
And  how  did  he  get  where  he  is? 

54    John  J.  Phelan 

Changing  the  world's  biggest  market  from  monopoly  to 
competition. 

132    Danny  Newman 

Some  winners  of  the  American  Symphony  Orchestra 
League's  gold  baton  award  in  recent  years:  Leonard  Bern- 
stein, Arthur  Fiedler,  John  D.  Rockefeller  III,  Danny 
Newman  .  .  .  Danny  Newman? 

187    Bill  Sirs 

"Scum  .  .  .  traitor,"  say  some  of  the  letters  to  the  boss  of 
Britain's  biggest  steel  union.  Here's  why. 


Marketing 


210     Something  Extra 

As  brand  loyalty  declines,  what  can  take  its  place?  Trips 
to  Hawaii,  color  TVs,  frequent-flier  rebates.  Also:  Bitter- 
sweet times  in  the  chocolate  industry. 


Technology 


216    A  Whole  New  Set  Of  Tricks 

Semiconductor  makers  are  running  up  against  some  re- 
morseless economics.  Also:  Drug  monitoring;  hair  analy- 
sis; executive  search. 


Faces  Behind  the  Figures 


232  Richard  Abrams,  Corroon  &  Black  International 

234  Robert  Lanigan,  Owens-Illinois 

234  Jack  and  Jim  Silverman,  Continental  Video 

236  Paolo  Cantarella,  Comau 

238  Joel  Jacobson,  New  Jersey  Casino  Control  Commission 

238  Tom  Duck,  Ugly  Duckling  Rent-a-Car  System 

240  Ranan  Lurie,  syndicated  cartoonist 
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Do  it  yourself 

That  endearing  fellow  on  the  cover, 
we  confess,  is  there  only  to  get  your 
attention.  We  really  don't  think  that 
everyone  who  holds  himself  out  to  be 
a  financial  planner  has  the  brain  of  a 
chimpanzee.  But  some  of  them  un- 
doubtedly are  no  brighter.  Some  cli- 
ents behave  as  if  they  were  no 
brighter,  either. 

So,  now  that  we  have  your  atten- 
tion, we  recommend  the  cover  story 
by  Senior  Editor  Bill  Flanagan  and 
Senior  Reporter-Researcher  Janet 
Bamford.  It  is  one  thing  to  know  what 
to  do,  Flanagan  and  Bamford  report,  and  quite  another  to  sit 
down  and  get  the  job  done.  And  no  amount  of  hand-holding  by  a 
planner  is  a  complete  substitute  for  individuals'  taking  respon- 
sibility for  their  own  fates.  See  page  197. 


And  now  . . .  quota  brokers 

Trying  to  bottle  up  markets  is  like  trying  to  capture  quicksilver, 
as  the  Reagan  Administration  is  about  to  discover.  Take  the 
textile  and  apparel  import  quotas  the  U.S.  sets  for  some  foreign 
countries.  The  right  to  sell  into  the  world's  most  lucrative 
market  has  obvious  value.  Put  it  together  with  a  willing  buyer 
and  a  willing  seller  and,  inevitably,  you  get  a  quota  "market." 
But,  as  Associate  Editor  Paul  Brown  reports,  there's  an  even 
more  interesting — and  important — story  behind  the  quota 
brokers.  See  page  118. 


Questions  of  identity 

Decades  ago,  as  the  age  of  the  interstate  was  dawning,  some- 
thing happened  inside  a  lot  of  people's  heads  as  they  came  to 
terms  with  the  impact  of  superhighways  on  everyday  life.  Before 
interstates,  if  you  asked  someone  where  he  lived,  he'd  usually 
give  you  the  name  of  a  place,  a  political  entity,  like  the  Bronx. 
As  new  ribbons  of  concrete  unspooled,  that  sense  of  place  gave 
way.  We  suspect  that  California  was  first  to  show  the  change. 
Ask  someone  out  there  where  he  lived  and  he'd  reply,  not 
"Anaheim,"  but  "just  off  the  San  Diego  Freeway." 

Something  of  that  kind  seems  to  be  happening  these  days 
with  respect  to  occupations.  Allan  Dodds  Frank  of  our  Washing- 
ton Bureau  spent  some  time  in  the  area  around  1-495,  the 
Capital  Beltway,  66  miles  of  freeway  ringing  Washington,  D.C. 
It  isn't  a  political  entity.  Rather,  it  has  an  economic  coherence 
made  possible  by  the  freeway  itself — connecting  Washington's 
contract  givers  to  the  contract  getters  along  the  beltway.  Ask 
one  of  the  area's  consultants,  scientists  or  communicators  what 
he  does,  and  you  may  get  the  reply,  "I  work  out  in  the  beltway." 
As  the  story  makes  plain,  it  isn't  so  much  a  geographical  area  as 
a  state  of  mind.  See  page  72. 


Managing  Editor 
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#  \buVe  looking  at  the  most 
inexpensive  copier  in  its  class. 


People  rarely  pay  any  atten- 
tion to  a  copier  when  it's  work- 
ing properly. 

Which  is  why  an  IBM  Model 
60  Copier  tends  to  become 
invisible. 

A  computer  inside  helps 
make  it  so  reliable,  people  take 
it  for  granted. 

But  there's  one  thing  about  it 
that's  very  visible.  Its  price. 

The  IBM  Model  60  costs  less 


than  any  copier  in  its  classf 

Of  course,  less  money  doesn't 
mean  less  copier. 

You  get  all  the  easy-to-use 
features  you'd  expect  from  a 
high-performance  copier.  Includ- 
ing a  job-interrupt  feature. 

So  if  you're  interested  in  buy- 
ing a  copier  with  great  value, 
take  a  look  at  the  IBM  Model  60. 

You'll  like  what     =^~==* 
you  don't  see.  ==?="= 


IBM  Series  HI  Model  60 
Copier/Duplicator 

Write  today  to  IBM, 
DRM,  Dept.  2E,  400  Parson's  Pond  Drive, 
Franklin  Lakes,  New  Jersey  07417. 
D  Please  send  me  a  free  brochure. 
□  Please  have  an  IBM  representative  call  me. 
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Edited  by  John  A.  Conway 


The  big  spenders 

Consumer  spending  has  fueled  much 
of  the  current  recovery,  but  business  is 
catching  up.  The  nation's  1,000  largest 
manufacturers  allocated  a  record 
$37.1  billion  for  new  plant  and  equip- 
ment in  the  second  quarter,  up  38% 
from  the  first  three  months,  says  the 
Conference  Board,  the  New  York  busi- 
ness group.  That  was  the  fifth  consecu- 
tive quarterly  increase  in  capital  ap- 
propriations, says  the  board,  and  "fore- 
shadows a  strong  uptrend  in  capital 
spending."  The  advance  was  led  by 
the  automakers,  which  nearly  tri- 
pled their  appropriations.  But  even  $ 
without  them,  overall  capital  ap-  * 
propriations  rose  12%,  the  strongest 
recent  gain,  it  says.  For  the  year  the  top 
1,000  manufacturers  should  increase 
appropriations  by  20%  over  1983,  and 
actual  spending  by  25%,  to  $94.6  bil- 
lion. "But  we  still  need  an  enormous 
amount  of  spending,"  a  board  econo- 
mist notes.  "We  cannot  close  a  ten- 
year  gap  in  12  months." 

Drinking  by  the  box 

Once  upon  a  time,  milk  and  fruit 
juices  came  in  bottles,  until  the  Fif- 
ties ushered  in  the  ubiquitous  paper 
carton.  Now  it  is  wine's  turn.  The 
idea  of  aseptically  packaged  wine  has 
already  caught  on  in  Europe,  where 
consumers  purchased  over  80  million 
boxes  of  it  last  year,  up  from  about  12 
million  in  1980.  Monsieur  Henri 
Wines  of  White  Plains,  N.Y.  plans  to 
have  liter-size  boxes  of  imported 
Trebbiano  white  wine  and  Sangiovese 
red  on  retail  shelves  nationwide  by 
October.  One  big  advantage  will  be 
price,  which  will  be  cut  by  50%,  to  $2 
per  liter,  says  Monsieur  Henri  Vice 
President  Lawrence  Soil.  A  20-fbot 
shipping  container  holds  900  cases  of 
bottled  wine  but  1,417  cases  of  paper 
wine  boxes — 57%  more — so  overseas 
freight  costs  up  to  95  cents  less  per 
case.  Inland  shipping  and  ware- 
housing are  also  significantly  lower. 
And  quality?  Aseptic  packaging  is  as 
good  as  a  corked  wine  bottle,  says 
Soil.  He  predicts  his  imports  of  70,000 
cases  this  year  will  rise  to  "a  mini- 
mum of  230,000  cases  in  1985."  Per- 
haps, but  where's  the  romance? 

The  games  people  play 

Cashing  in  on  the  current  craze  for 
Trivial  Pursuit  and  similar  games,  the 
American  Management  Associations 
have  decided  to  offer  a  board  game  of 


The  game  of  CEO 
Trivia  for  achievers. 


their  own.  Called  CEO,  it  involves  a 
pyramidal  diagram  on  which  players 
move  in  die-controlled  steps  from 
"entry  level"  up  the  executive  ladder, 
with  the  winner  emerging  on  the 
"CEO"  square.  At  each  stop  players 
must  answer  business-trivia  ques- 
tions to  keep  advancing.  (Sample 
questions:  What  was  the  original 
name  of  Xerox?  Where  was  the  first 
Wool  worth  store?  What  were 
"Kling,"  "Klink"  and  "Klock"?)*  For 
the  back-to-square-one  gambit,  there 
are  "Pink  Slip"  squares  where  special 
questions  must  be  answered.  De- 
signed as  an  executive  giveaway  and 
parlor  game,  CEO  will  be  marketed  by 
the  AMA  beginning  in  October  with  a 
suggested  retail  price  of  about  $40, 
comparable  to  Trivial  Pursuit. 

Budget  bedfellows 

Fritz  Mondale's  plan  for  reducing  the 
monumental  federal  deficits  has  won 
corroboration  from,  of  all  people,  the 
Committee  for  Economic  Develop- 
ment, an  elite  group  of  300  business 
chieftains  and  college  presidents.  The 
Reagan  Administration  has  said  that 
the  problem  would  be  cured  by  con- 
tinued prosperity.  Mondale  has  pro- 
posed Draconian  tax  increases  and 
budget  cuts.  So  has  the  CED.  Origi- 
nally, the  CED  planners,  headed  by 
Don  Platten,  head  of  Chemical  Bank's 
executive  committee,  planned  a  re- 
port blandly  titled  "Economic  Stabili- 
zation and  Growth."  The  deficit, 
however,  kept  looming  like  Everest, 
Platten  says,  and  the  title  now  is  a 
stark  "Fighting  Federal  Deficits:  the 
Time  for  Hard  Choices."  In  February 

'Answers:  Haloid  Corp:  Utica,  NY.;  pre-World  War  I 

hiles. 


the  Congressional  Budget  Office  ex- 
pected a  1985  shortfall  of  $207  billion, 
5.3%  of  the  gross  national  product.  By 
1989  the  CBO  forecast  a  $316  billion 
deficit,  or  5.9%  of  GNP.  The  CED 
proposes  working  the  deficit  down  to 
$16  billion,  or  0.3%  of  GNP,  by  1989 
through  a  combination  of  increased 
taxes,  a  5%  cap  on  defense  spending 
and  other  measures.  One  major  as- 
sumption is  a  drop  in  interest  rates  of 
0.5%  in  1986,  a  1.5%  drop  in  1987  and 
another  of  2%  in  1988-89. 

That  Airbus  "coup" 

Airbus  Industrie  scored  a  coup 
with  its  $1  billion,  91 -plane  deal 
with  Pan  Am — or  did  it?  The  Europe- 
an consortium  swears  it  did  not 
breach  the  U.S. -Europe  agreement  to 
limit  government  financing  for  air- 
liners. Literally  true,  but  there  are 
ways  and  ways  to  subsidize,  especial- 
ly by  governments.  First,  Airbus  pro- 
vides 16  planes  at  about  half  the  going 
lease  rate — $250,000  a  month  against 
$360,000-to-$400,000— and  eats  the 
difference.  Importantly  for  Pan  Am's 
strained  balance  sheet,  the  future  ac- 
quisition of  12  A3 10  Airbuses  and  16 
yet-to-fly  A320s  will  be  entirely  off  its 
books.  Commercial  financing  will  re- 
quire a  100%  guarantee  from  Airbus 
Industrie.  If  banks  balk,  the  consor- 
tium puts  up  the  money.  In  that 
event,  Airbus  will  lean  on  the  two 
U.S.  enginemakers,  Pratt  &  Whitney 
and  General  Electric,  to  take  a  share. 
Nor  is  the  deal  really  that  firm.  Pan 
Am  has  several  outs.  Raising  "appro- 
priate" finance  is  one.  Another  is  win- 
ning new  concessions  from  its 
unions.  The  biggest  "coup"  for  Airbus 
was  an  "order"  for  16  A320  150-seat 
airliners,  plus  34  options.  It  seems, 
though,  that  Pan  Am  can  switch  to 
whatever  model  it  later  chooses — the 
A3 10,  more  A320s  or  even  the  newest 
A300-600,  which  wasn't  mentioned 
publicly  at  all. 

Now,  laser  links 

A  new  computer-age  communica- 
tions problem  is  how  to  transmit 
voice,  video  or  data  over  short  dis- 
tances without  paying  a  fortune.  It  is 
almost  impossible  to  get  new  micro- 
wave frequencies  in  big  cities  such  as 
New  York,  and  laying  cables  over 
short  hauls  is  prohibitively  expensive. 
One  solution:  laser  beams.  With  line- 
of-sight  systems  working  over  spans 
up  to  several  miles,  more  than  100 
companies    and    government    agen- 


FORBES,  OCTOBER  8,  1984 


HMK 


fer 


^tcO^-  IT'S 


BLENDED  SCOTCH  WHISKY,  868  PROOF  IMPORTED  BY  SOMERSET  IMPORTERS,  LTD.,  NY,  NY©  1984        % 


SEND  AGIFT  OF  JOHNNIE  WALKER  RED  ANYWHERE  IN 
THE  USA  CALL  1-800-243-3787  VOID  WHERE  PROHIBITED 


.  The. 

Discernible 
Difference 


NOT  TRAM8F IBA8LE 


set  BEvemt  sioe 


in  Corporate 
feyment  Systems 


I    American  Express  Travel  Related  Services  Company,  Inc.  1984 


mm 


luiuiu^namn 


To  American  Express:  It  goes  without  saying  that  your  Card  and  all  its  attendant 
utility  is  a  prime  consideration  in  evaluating  corporate  payment  systems.  But  I 
also  have  to  look  at  the  bigger  picture.  How  will  American  Express  improve  my 
cash  flow,  help  control  T&E  expenses,  pinpoint  who's  spending  what  where,  and 
alleviate  my  crazy  quilt  system  of  credit  cards  and  bills?  Demonstrate  those 
discernible  differences  and  maybe  we  can  do  some  business. 


Name- 


Company. 
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Address. 
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-State. 


_Zip_ 


Phone. 


.No.  of  Travelers- 


Mail  to: 

A.M.  Busquet,  V.P. 

American  Express 

Travel  Management  Services 

P.O.  Box  13821 

Phoenix,  Arizona  85002 

Or  call  toll-free 
1-800-528-AMEX* 


American  Express®  Travel  Management  Services 


•In  Arizona  call  602-222-3283. 
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cies — including  J.C.  Penney,  Citi- 
bank, Wisconsin  Bell,  Mitre  Corp.  and 
the  Defense  Communications  Agen- 
cy— now  send  voice,  video  and  data 
via  laser.  Laser  systems  are  made  by 
Codenoll  of  Yonkers,  N.Y.,  American 
Laser  Systems  of  Santa  Barbara,  Calif, 
and  General  Optronics  of  Edison,  N.J. 
and  cost  from  $4,000  to  $60,000,  de- 
pending on  whether  they  can  trans- 
mit two  ways  and  on  the  number  of 
channels  they  carry.  Founded  and 
owned  by  Irving  Kahn  of  Telepromp- 
ter  fame,  General  Optronics  had  its 
laser  linkup  on  the  market  18  months 
ago  and  claims  to  have  the  industry's 
Cadillac.  It  provides  up  to  4  two-way 
videos,  and  up  to  96  two-way  voice 
and  data  channels  with  ranges  up  to 
five  kilometers,  and  costs  from 
$20,000  to  $60,000. 

The  aging  eye 

Since  the  1973  OPEC  oil  crunch,  ener- 
gy-conscious managers  have  cut  of- 
fice lighting  in  the  U.S.  from  an  aver- 
age of  5  to  6  watts  per  square  foot  to  3. 
Now  Uncle  Sam  wants  to  dim  the 
lights  still  further.  The  Department  of 
Energy  is  drafting  standards  that 
would  cut  lighting  in  government  of- 
fices by  another  25%.  That  could  put 
a  strain  on  older  workers,  according  to 
some  experts,  since  the  aging  eye 
needs  more  light.  The  Women's  Oc- 
cupational Health  Resource  Center 
says  young  people  need  only  70  foot- 
candles  in  their  work  areas,  36-  to  45- 
year-olds  need  100,  and  56-  to  65-year- 
olds,  200.  One  solution  would  be  to 
write  alternatives  into  the  DOE  code, 
says  Joseph  Newman,  president  of 
Tishman  Research  Corp.,  the  technol- 
ogy arm  of  Tishman  Realty  &  Con- 
struction. His  company  has  come  up 
with  an  occupancy  sensor  that 
switches  lights  on  and  off  as  people 
enter  and  leave  a  room.  This  can  cut 
energy  use  by  up  to  60%,  Newman 
says,  citing  users  like  Manufacturer's 
Hanover,  the  Port  Authority  of  New 
York  &  New  Jersey,  Hughes  Aircraft 
and  Blue  Cross/Blue  Shield  of  Detroit. 

Who  am  I? 

Birth  certificates  used  to  be  about  all 
the  identification  you  needed.  No 
more.  If  you  need  to  prove  to  the  So- 
cial Security  Administration  who  you 
are  (or  were,  in  the  case  of  a  married 
woman  who  has  taken  her  husband's 
name),  you  also  have  to  produce  an- 
other paper — insurance  policy,  driv- 
er's license,  work  badge  or  building 


pass,  school  report  or  ID  card,  even  a 
Girl  Scout  membership  record,  a 
newspaper  notice  of  birth  or  a  vacci- 
nation certificate.  Birth  certificates, 
although  requested  as  proof  of  age  and 
citizenship,  are  not  "evidence  of  iden- 
tity." "Too  easy  to  obtain.  Too  easy  to 
forge,"  say  SSA  officials,  who  began 
tightening  requirements  in  1978  to 
prevent  recurrent  cases  of  fraud,  par- 
ticularly involving  illegal  aliens.  Part 
of  the  program  since  1983  has  been  to 
issue  tamper-resistant  cards  on  coun- 
terfeit-proof paper.  Birth  certificates 
rate  a  little  higher  with  the  Passport 
Service.  It  will  accept  them  as  proof  of 
identity  for  a  new  passport — but  only 
with  a  corroborating  document  like  a 
driver's  license.  And  getting  one  of 
those,  remember,  requires  a  Social  Se- 
curity number. 

The  poor  man's  penalty 

Arthur  Laffer,  the  supply-side  econo- 
mist with  the  curve,  still  stoutly  sup- 
ports President  Reagan  but  sharply 
criticizes  his  program  to  cut  welfare 
spending,  in  a  report  issued  by  the 
Cato  Institute,  a  conservative  think 
tank  in  Washington,  D.C.  Studying 
funds  available  for  Los  Angeles  wel- 
fare families,  the  former  University  of 
Southern  California  professor  found 
that,  by  tightening  eligibility  require- 
ments for  food  stamps  and  Aid  to 
Families  with  Dependent  Children  in 


Economist  Arthur  laffer 

Can  work  be  counterproductive? 

1981,  the  Reagan  Administration 
sharply  increased  the  penalty  for  poor 
families  who  go  to  work.  As  the  fam- 
ily's gross  wages  rise  from  nothing  to 
$1,200  per  month,  he  writes,  the  com- 
bination of  loss  in  benefits  and  the 
switch  to  taxable  income  actually 
cuts  spending  power  by  $46  per 
month.  "Never  before  has  there  been 
such  a  paucity  of  opportunity  for  the 


law-abiding  poor  to  better  them- 
selves," Laffer  writes.  He  says  the 
tests  for  means,  needs  and  income 
should  be  relaxed.  Laffer  also  calls  for 
inner-city  "enterprise  zones,"  with 
low  corporate  tax  rates,  no  payroll 
taxes  for  the  first  $10,000  earned  by  a 
resident  employee  and  eliminating  or 
cutting  the  minimum  wage  for  resi- 
dent teenagers. 

A  friend  at  the  S&L 

Almost  90%  of  savings  banks  and 
S&Ls  are  doing  some  form  of  consum- 
er lending  aside  from  home  mort- 
gages, according  to  the  U.S.  League  of 
Savings  Institutions.  Wayne  Beng- 
ston,  who  promotes  consumer  lend- 
ing for  the  league,  says  that  savings 
institutions  now  hold  about  6.5%  of 
all  such  loans,  for  cars,  boats,  tuition, 
home  improvement,  etc.  Ten  years 
ago  the  thrifts  handled  only  1  % .  Their 
consumer  loan  volume  last  year 
reached  $25.5  billion,  compared  with 
$135  billion  worth  of  home  mort- 
gages. Many  of  these  consumer  bor- 
rowings, like  most  of  today's  mort- 
gages, now  carry  adjustable  rates  that 
ride  the  tide  of  the  money  markets. 

Caveat  for  lawyers 

The  professional  woman  won  another 
major  victory  this  spring  when  the 
Supreme  Court  ruled  that  law  firms 
could  not  bar  her  from  a  partnership 
on  the  basis  of  sex.  That  triumph, 
however,  did  not  mean  that  the  distaff 
lawyer  was  home  free.  Paul  Zarefsky, 
an  assistant  law  professor  at  the  Uni- 
versity of  Akron,  points  out  barriers 
still  in  her  way,  in  the  current  issue  of 
the  ABA  Journal.  First,  he  notes,  the 
ruling  doesn't  cover  law  firms  with 
fewer  than  15  employees,  the  major- 
ity in  the  profession.  Nor  does  it  apply 
to  "lateral"  selections,  i.e.,  bringing 
in  outsiders  as  partners.  Still  another 
potential  barrier,  Zarefsky  writes, 
could  be  the  new  trend  toward  setting 
a  "permanent  associate"  track  below 
the  partnership  level.  If  that  is  done 
without  discrimination,  with  a  clear 
understanding  that  these  lawyers  will 
never  become  partners,  the  Court's 
decision  could  become  at  least  par- 
tially obsolete.  The  decision  also 
opens  the  door  for  suits  charging  delay 
in  awarding  partnerships,  or  denial  of 
opportunities  to  advance  toward  that 
status.  That  means  don't  tap  a  male 
for  a  partnership  who  gets  invited  to 
play  golf  with  clients  while  his  oppo- 
site number  of  the  opposite  sex 
spends  her  time  on  research  assign- 
ments in  the  law  library. 
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HOW  MCI  MAIL 


5  BAD  BUSINESS  HABITS? 


"The  pace  of  business  today  is 
incredible.  What  was  routine 
procedure  yesterday,  can  be  a  bad 
business  habit  today.  MCI  MaiP"1 
brought  us  up  to  speed  by  allowing 
us  to  send  letters  and  documents  all 
over  the  U.S.  instantly.  All  we 
needed  was  a  communicating 
terminal,  like  a  personal  computer  or 
word  processor,  to  send  instant  mail 
to  anyone  on  the  MCI  system.  And 
for  just  $1.00*  And  we  can  even  send 
mail  to  people  without  equipment. 

"Hooked  on  Couriers. 

We  were  addicted  to  overnight 
couriers  —  at  $12.50  for  each 
overnight  letter!  By  using  MCI  Mail 
for  overnight  delivery  at  only  $6.00* 
for  a  laser  printed  letter,  we've  cut 
our  courier  bill  in  half. 

"The  High  Speed  Trap. 

Sometimes  overnight  wasn't  fast 
enough  and  we'd  spend  a  fortune  on 
same-day  delivery.  MCI  Mail  can 
deliver  letters,  sales  figures  — any 
text  —  in  four  hours  for  just  $25.00* 
to  many  major  cities. 

"Playing  Telephone  Tag. 

You  know  how  it  is.  You  call,  they 
call,  you  call  back,  but  you  never 
talk.  Now,  we  simply  send  an  MCI 
message,  and  it's  waiting  to  be  read 
at  the  first  available  moment.  We 
can  even  get  confirmation  that  it's 
been  read. 

"Our  Mass  Mailings  Had  No  Image. 

Computerized  mailings  all  look 
alike.  But  with  MCI  Mail  our  letters 
are  delivered  on  high  quality  bond, 
with  our  own  letterhead  — even 
signatures  —  and  in  attention 
grabbing  orange  envelopes.  We  just 
send  the  letter  and  the  address  list  to 
MCI,  and  they  handle  the  rest. 

"Wasted  Time  and  Money. 

The  convenience  of  MCI  Mail  not 
only  saves  us  time,  it  also  saves  us 
megabucks  in  stationery,  postage  and 
labor.  And  to  think,  we  kicked  all 
these  bad  habits  instantly  by  just 
calling  800-MCI-2255." 


MCI  Mail 

NOTHING'S  FASTER 

THAN  NOW. 

800  MCI  2255 

In  Washington,  D.C.,  call  833-8484, 
in  Hawaii,  545-2000. 


CORPORATE  REPORT 

Updates 


KEEP 
ACTIVE 
INVESTORS 
UP-TO-DATE 
Corporate  Report  Updates  appears 
once  a  month  in  Forbes'  "Money  and 
Investments"  section. 
More  and  more  publicly-held  corpora- 
tions are  choosing  Forbes  Corporate 
Report  Updates  because  their  impor- 
tant stockholder  news  and  vital  earn- 
ings reports  reach  one  of  America's 
most  important  investor  markets  In 
Forbes  Magazine. 
Forbes  has  7 15,000  subscribers 
and  a  total  readership  that  exceeds 
3,800.000'. 

98%  of  Forbes'  subscribers  have 
investment  portfolios  with  an  average 
value  of  »6 1 5.000.  Over  half  are  in- 
volved with  helping  others  make  In- 
vestment decisions.  Those  others 
include  corporations,  institutions, 
pension  funds,  trusts  and  estates. 

There's  A  Good  Reason  Why  More 

and  more  advertisers  are  putting 

Forbes  to  work  for  them.  Forbes  gets 

results.  Last  year  Corporate  Report 

Updates  attracted  over  93.000 

inquiries. 

For  More  Information,  Call  or  Write: 

Sarah  Madison 

Corporate  Report  Updates 

Forbes  Inc. 

60  Fifth  Avenue.  New  York.  NY  1001 1 

Phone:(212)620-2371 

•Source:  MMR.  1983  Survey  of  Adults  and 
Markets  of  Affluence 


Forbes  Subscriber  Service 

Write:  Subscription  Service  Manager 
Forbes,  60  Fifth  Avenue 
New  York,  NY  10011 
Call:  212-620-2243 
Change  of  Address.  Please  give  six  weeks 
notice.  Write  your  new  address  on  this 
form  and  return  it  with  a  recent  mailing 
label  from  the  magazine. 
New  Subscription.  To  order  Forbes,  fill  in 
the  form  and  return  it  with  a  check  for 
the  subscription  you  prefer.  □   1   year 
$39    □  3  years  $78  (the  equivalent  of, 
one  year  free].  Canadian  orders,   1  year 
$56C,  3  years  $120C.  Orders  for  other 
countries  add  $25  a  year  to  U.S.  rate. 

ATTACH  MAGAZINE  MAILING 

LABEL  OR  WRITE 

SUBSCRIBER  NUMBER  HERE 


Subscriber  number 


Name        (please  print) 
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Zip 
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The  coal  slurry  pipe  dream 

U.S.  corporations  tried  for  20  years  to 
prove  that  pumping  coal  through  a 
pipeline  was  cheaper  than  shipping  it 
by  rail.  Railroads  fought  these  slurry 
lines — 8,000  miles  of  them  were  once 
on  the  drawing  board — and  last  year 
Congress  killed  a  bill  to  force  the  rails 
to  allow  them  to  cross  their  rights-of- 
way  (Forbes,  Jan.  30). 

That  killed  all  the  slurry  lines  ex- 
cept for  one — a  $3.8  billion,  1,400- 
mile  project  to  run  from  Wyoming  to 
Texas,  planned  by  ETSI,  a  consortium 
of  Bechtel,  the  San  Francisco  engi- 
neering firm;  Texas  Eastern;  Inter- 
North;  and  KN  Energy.  By  the  end  of 
1983,  ETSI  had  spent  $125  million  on 
the  slurry  project  but  had  no  firm  cus- 
tomers; it  had  just  lost  a  bid  to  the 
Chicago  &  North  Western  Railroad  to 
supply  Arkansas  Power  &  Light  with 
10  million  tons  of  coal  a  year  for  20 
years.  That  prompted  Bechtel  to  pull 
out.  "The  real  test  in  venture  capital 
is  to  know  when  to  cut  bait,"  a  Bech- 
tel executive  said. 

Last  month  the  other  members  of 
the  consortium  also  took  that  advice. 
ETSI  was  still  talking  with  another 
possible  customer,  Houston  Lighting 
&  Power,  but  "we  felt  the  opposition 
we  had  faced  would  continue,"  says 
an  ETSI  spokesman.  "The  decision 
was  based  on  the  cumulative  effect  of 
numerous  costly  delays  resulting 
from  railroad  opposition,  and  those 
created  doubts  that  our  problems 
could  be  overcome  in  a  reasonable 
amount  of  time." 

R.I. P.,  the  slurry  pipe  dream. 

The  free-enterprise  phone 

"Privately  owned  pay  phones  could  be 
a  promising  investment  in  the  next 
decade  if  regulatory  barriers  were 
dropped,"  Forbes  reported  last  spring 
(June  41  A  study  by  consultant  Wil- 
liam Moorhead  of  the  Partridge  Group 
in  Washington,  D.C.  had  estimated 
there  were  1.5  million  pay  phones  in 
the  U.S.  If,  say,  bar  and  restaurant 
proprietors  owned  them,  they  could 
keep  between  $1,500  and  $3,000  per 
year  per  phone,  Moorhead  figured.  In- 
vestors also  could  buy  them  in  bulk 
and  lease  them.  The  trouble  was  that 
in  most  states  pay  phones  are  owned 
by  the  operating  companies,  and  laws 
prohibit  resale  of  local  service.  A 
score  of  states,  however,  including 
California,  New  York  and  Florida, 
were  considering  the  issue. 

Within  a  month  the  Federal  Cora- 
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munications  Commission  ruled  that 
privately  owned  pay  phones  may  be 
used  for  all  interstate  telephone  calls. 
Minnesota,  Montana,  South  Dakota 
and  New  Jersey  have  since  allowed 
them  for  local  and  intrastate  calls  as 
well.  Several  more  states,  including 
Ohio,  Texas,  Florida  and  Arizona,  will 
decide  the  issue  soon,  and  at  least 
another  12  states  are  looking  at  it. 

Already  there  are  complaints  that 
the  rates  for  private  pay  phones  will 
be  too  high.  Minnesota  is  the  first 
state  to  have  set  rates.  There,  North- 
western Bell  will  charge  a  typical 
$55.15  per  month  for  a  line  to  a  pri- 
vate pay  phone  (including  the  first  200 
local  calls),  10  cents  a  call  for  the 
second  200,  8  cents  for  the  next  200 
and  a  nickel  for  every  call  after  that. 
That  is  too  high,  Moorhead  says,  con- 
sidering that  most  business  lines  cost 
about  $15  a  month.  Other  states  are 
also  considering  high  rates,  according 
to  Victor  Toth,  a  Reston,  Va.  attorney 
representing  pay  phone  manufactur- 
ers and  distributors.  "Two  dozen 
states  have  this  in  the  hopper,"  he 
says,  "and  they  want  to  gouge  the  pay 
phone  owners.  That's  fine  for  high- 
volume  areas,  but  in  low-volume 
areas,  where  they  are  most  badly 
needed,  coin  phones  will  be  too  ex- 
pensive to  place." 

In  any  case,  there  will  be  gains  for 
pay  phone  manufacturers  such  as 
Tonk-A-Phone  of  Spring  Park,  Minn., 
Denmark's  GNT  Automatic,  Glad- 
win of  Georgia,  Siescor  of  Tulsa  and 
Rand  of  Phoenix.  (AT&T  does  not  yet 
sell  its  pay  phones  to  individuals,  but 
is  looking  at  the  market.)  Moorhead 
says  these  and  other  manufacturers 
from  Taiwan  and  Japan  will  sell  2.5 
million  new  pay  phones  by  1990, 
worth  at  least  $2  billion. 

How  the  rich  get  richer 

American  International  Group,  a 
complex  worldwide  network  of  insur- 
ance companies,  makes  money  by 
taking  risks  that  others  shun — bad 
drivers,  offshore  oil  rigs,  Arabian  pipe- 
lines (Forbes,  Oct.  24,  1983).  "We're 
willing  to  innovate  products  before 
others  consider  them,"  said  CEO 
Maurice  R.  Greenberg. 

Greenberg  is  still  innovating.  AIG 
has  contacts  and  local  expertise  in 
more  than  100  countries.  "Not  many 
companies  have  a  corporate  culture 
that  can  operate  well  in  other  coun- 
tries," he  says.  "There  are  an  enor- 
mous number  of  new  American  com- 
panies with  skills  and  technology  that 
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The  right  suit  might  not 
make  you  president  ( ~'m 
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Reaching  a  senior  executive 
level  is  the  reward  you  receive 
for  perseverance,  a  flair  for 
your  work  and  sound  business 
judgment.  Choosing  the  suit 
that  will  take  you  there  is  an 
important  decision,  because 
it  says  a  lot  about  you.  That's 
why  Hart  Schaffner  &  Marx 
is  the  brand  successful 
executives  choose  above  all 
others.  When  their  suit 
speaks  for  them,  they  want 
it  to  say  the  right  things. 


Hart 


The  Right  Suit 


The  Right  Suit 

in  Heritage9  Cloth,  a  fine  blend  of 

55%  Dacron"  polyester/45%  wool 

worsted,  woven  by  Burlington 

Menswear. 

For  the  name  of  the  retailer  in  your 
area,  call  toll-free:  1-800-  FASHION 
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We  asked  these  three  experts  to 
put  a  price  on  this  edition  of 
Dickens'  DAVID  COPPERFIELD. 


$125C 


The  raised  spine  is  a 

"The  illustrations  are 

"The  paper  is  fine  mill. 

giveaway.  That's  qual- 

superb. Excellent 

The  end  pages  an 

ity  binding. 

typography. 

unusual  design.  A  first 

$3o: 

$35: 

clas>  job,  $0  C  " 

KEN  McCORMICK, 

CLIVE  BARNES. 

PHILIP  LYMAN, 

Sr.  Consulting  Editor. 

Cultural  critic.  New  York  Post. 

Gotham  Book  Mart. 

Doubleday. 

WRONG.  WRONG.  WRONG. 

The  price,  of  course,  is  only  $12.50  for 
David  Copperfield  and  every  other  volume 
of  the  new  Collector's  Library  of  the 
World's  Great  Books. 

Again  and  again,  Franklin  Library, 
the  world's  leading  publisher  of  fine 
books,  has  seen  its  remarkable  new  Col- 
lector's Library  confound  the  experts. 

How  can  these  authorities  be  so 
right  in  their  praise  and  so  wrong  in  the 
price? 

Let's  take  a  close  look  and  see  why. 

Each  of  the  fifty  volumes  is  indivi- 
dually designed;  each  cover  is  a  work  of 
art,  each  binding  distinct  in  size,  grain, 
color. 


(The  effect  in  your  room  is  uncann 
Each  volume  different  but  harmonious, 
luxurious  library  that  is  a  tribute  to  you 
taste.) 

Each  spine  is  hubbed  in  the  great  t 
dition  of  book  binding. 

Each  endsheet  (inside  covers)  is  ai 
original  design. 

The  page  edges  are  gilded;  the 
paper,  itself,  is  crisp,  opaque,  specially 
milled  and  acid  free  to  last  for  genera- 
tions. 

Many  artists  were  commissioned  fij 
the  project.  And  the  illustrations  are  ma 
nificent.  (The  color  paintings  by  Thoma 
Rowlandson  in  TOM  JONES  make  us  tir 
gle  with  pleasure.) 


Distinctive  endpapers, 
specially  designed  for  the 
collection,  and  varied  among 
the  volumes. 


Superb  illustrations,  many 
specially  commissioned,  including 
a  number  in  full  color. - 


Hubbing— a  valued 


characteristic  of 
the  traditional 
bookbinder's  art. 


Page  edges 
gilded  with , 

tarnish-free 

finish  for  both 

protection 

and  beauty. 


Each  binding  is  individual^ 
designed:  the  copper  covet 
dies  are  hand  finished.  - 


■Specially  milled,  acid-free  paper  that  will  endure  for  generations. 


low  did  we 


it 


it? 


'he  typography  is  classic,  the  print- 
st  rate,  the  contents  immortal  and 
ess. 

et  the  price  for  each  volume  is  only 
),  less,  as  you  know,  than  ordinary 
)ver  books. 

is  a  publishing  conundrum  with  a 
;,  albeit  spectacular  answer, 
iin  Library  has  made  a  publishing 
hrough  of  which  it  is  very  proud. 
[ere  is  the  genius  of  mankind. 
ternal  classics,  from  Homer's 
SEY  to  Melville's  MOBY  DICK, 
'he  chilling  tales  of  Edgar  Allan 
'he  romance  of  Emily  Bronte's 
BERING  HEIGHTS.  The  earthy 
■  of  CANTERBURY  TALES  by 


Chaucer.  The  transcendent  dramas  of 
Shakespeare  (illustrated  by  Henry 
Fuseli),  Ibsen,  Chekhov.  Great  English 
and  American  poetry. 

Fifty  volumes  in  all.  A  library  of 
genius  that  belongs  in  every  home. 

Here  is  adventure  for  the  mind,  for 
yourself  and  for  your  children.  Inspiration 
and  pleasure  more  abiding  than  televi- 
sion, more  memorable  than  movies.  At  a 
price  that  makes  it  almost  mandatory. 
(Andthat  is  Franklin  Library's  intention.) 

Subscribe  without  risk. 

As  a  subscriber,  you  build  your  col- 
lection one  book  each  month,  and  pay- 
ment is  on  the  same  convenient  basis. 
The  subscription  price  is  a  remarkable 


$12.50  per  volume. 

A  guaranteed  price,  if  your  subscrip- 
tion is  mailed  by  October  31,  1984.  You 
need  send  no  payment  now. 

You  may  cancel  your  subscription  at 
any  time,  upon  30  days  written  notice,  and 
return  any  book  for  any  reason,  within  30 
days. 

The  Collector's 
Library  of  the  world's 
great  books. 

A  revolution  in 
publishing. 
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would  be  valuable  overseas  but  who 
never  have  dreamed  of  doing  business 
internationally  because  they  don't 
know  how  to  operate  there.  That's  a 
service  we  can  supply." 

Since  1979,  AIG  has  had  a  joint 
venture  with  the  People's  Insurance 
Co.  in  China,  where  AIG  got  its  start 
in  1919.  To  help,  AIG  acquired  a  40% 
interest  in  Kamsky  Associates,  whose 
Virginia  Kamsky,  daughter  of  a  W.R. 
Grace  executive,  began  learning  Chi- 
na's ways  six  years  ago  while  with 
Chase  Manhattan  (Forbes,  June  4). 
She  will  act  as  a  negotiator  and  expe- 
diter, steering  clients  through  China's 
maze  of  government  agencies  and 
state  companies.  Since  teaming  with 
AIG,  she  has  put  together  deals  that 


AIG 's  Maurice  Greenberg 

Beyond,  the  insurance  business. 

will  generate  annual  revenues  of  $500 
million. 

China's  major  interest  right  now  is 
not  so  much  trade  as  joint  ventures 
for  a  host  of  products,  from  heavy 
industry  to  consumer  items.  AIG  has 
an  agreement  with  the  Chinese  Min- 
istry of  Light  Industry  to  help  identify 
the  best  joint  venture  partners  to  set 
up  operations,  perhaps  in  1  of  14  Chi- 
nese economic  zones.  Since  many  of 
the  companies  haven't  the  funds,  or 
perhaps  the  inclination,  to  risk  their 
own  capital,  AIG  can  participate  by 
lending  equity  funds  to  one  or  both 
parties — that  is,  going  into  the  ven- 
ture capital  business. 

If  the  China  setup  works,  Green- 
berg will  move  on.  His  targets  include 
Japan,  the  Philippines,  Indonesia, 
Thailand  and  Malaysia.  He  is  creating 
a  new  business  from  a  by-product  of 
AIG's  worldwide  insurance  business. 
"We've  long  ago  gone  beyond  just  sell- 
ing insurance,"  Greenberg  says. 
"We're  financially  oriented,  and  we 
understand  the  business  climate." 
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OLYMPIC  GOLD. 
FIVE  MORE  WINNERS. 


A  Very  Unique  Coin 

The  1984  Olympic  Ten 

Dollar  Gold  Eagle  is  the 

first  U.S.  gold  coin  issued 

in  the  United  States  in 

over  half  a  century.  It's  the 

first  U.S.  Olympic  gold  coin  ^ 

ever  struck.  And  since  only  the 

host  nation  has  the  right  to  strike 

an  Olympic  Coin,  it  may  well  be  the 

last  Olympic  gold  coin  minted  in  the 

United  States. 

Limited  Issue— Limited  Time 

This  is  a  very  limited  issue.  The  Treasury 
will  not  accept  orders  for  any  Olympic 
coins  postmarked  after  January  18, 1985. 
They  are  a  one-of-a-kind  collectible 
that  will  never  be  minted  again.  Need- 
less to  say,  there  is  very  little  time  left 
in  which  to  order. 

A  Precious  Gift  Of  Lasting  Value 

When  you  give  an  Olympic  coin,  you 
give  a  gift  of  precious  gold  that's  perfect 
for  celebrating  an  anniversay,  a  birth- 
day, a  graduation,  a  birth,  a  marriage  or 
happy  holidays.  And  no  other  gift  could 
better  capture  the  memory  of  one  of 
the  finest  moments  in  our  nation's 
history— the  faces,  the  cheers  and  the 
pride  we  all  felt  during  the  historic  1984 
Olympic  Games. 

Five  Gold  Eagles 
With  A  Bright  Future 

The  complete  Olympic  Gold  Eagle 
collection  includes  five  1984  gold  coins. 
Three  of  the  proof  gold  coins  have  been 
struck  at  different  U.S.  Minting  facilities 
^—Philadelphia,  San  Fran- 
vcisco  and  Denver.  Two 
kof  the  coins,  the 
1984W  Gold  uncircu- 
lated and  the  1984W 
Gold  proof  are  being 
struck  at  the  West 
Point  bullion  depository. 
The  West  Point  coins  are 
the  first  ever  to  bear  a  "W"  mint  mark 
— the  first  new  mint  mark  in  more  than 
130  years.  Demand  for  these  Eagles 
has  been  very  high,  so  orders  will  be 
accepted  on  a  first-come,  first-served 
basis  while  the  coins  last.  The  mintage 
of  these  coins  is  extraordinarily  low 
and  there  is  a  very  real  possibility  that 
some  of  the  coins  will  be  sold  out  prior 
to  January  18,  1985. ..so  order  soon. 


The  1984  Olympic 
Gold  Eagle  Mint  Mark  Series 

Every  Olympic  Gold  Eagle  is  a  gem 
coin,  individually  inspected  and 
encapsulated  to  protect  its  flawless 
condition.  And  although  no  one  can  pre- 
dict any  coin's  future  value,  scarcity  will 
be  a  major  factor  in  the  determination 
of  that  value.  And,  as  the  following 
mintage  table  indicates,  the  supply  of 
Olympic  Eagles  is  very  limited  indeed. 

The  maximum  Olympic  Gold  Eagle 
minting  schedule  by  coin  is: 

1984W  (West  Point)  Proof  Gold  Eagle  1360000 

1984W  (West  Point)  Uncir.  Gold  Eagle  190,000 

1984P  (Philadelphia)  Proof  Gold  Eagle  150,000 

1984S  (San  Francisco)  Proof  Gold  Eagle  150,000 

1984D  (Denver)  Proof  Gold  Eagle  150,000 

Note:  We  will  mint  only  enough  Gold  Eagles 
to  meet  demand  or  until  a  particular  coin  is 
sold  out.  Only  seven  times  in  the  137  year 
history  of  minting  Gold  Eagles  have  fewer 
than  150,000  Gold  Eagles  been  minted  in  a 
single  year. 

Because  many  of  these  Olympic  Eagles 
have  been  sold  outside  the  U.S.  and 


many  customers  have 
bought  multiple  coins, 
we  estimate  ihat  even 
if  the  entire  two  million 
mintage  is  sold  out,  only 
one  American  in  every 
,500  will  be  able  to  possess 
an  Olympic  Gold  Eagle. ..so  it's 
destined  to  be  a  rare  collectible. 
The  Experts  Agree 
The  American  Numismatic  Associa- 
tion, The  Professional  Numismatists 
Guild  and  the  Industry  Council  on  Tan- 
gible Assets  have  studied  the  Olympic 
Gold  Eagle  series  and  have  issued  the 
following  joint  statement: 

"We  believe  that  the  W  uncirculated 
and  new  P.S&D  proof  10  dollar  Eagle 
Olympic  gold  coins  represent  some  of 
the  most  exciting  and  interesting  coins 
in  modern  U.S.  coinage  history.  All  col- 
lectors should  seriously  take  note  of 
these  significant  US-gold  coins." 

An  Extraordinary  Opportunity  To 
Own  And  Give  A  True  Collectible 

In  every  respect  an  Olympic  Gold 
Eagle  meets  all  the  criteria  associated 
with  a  fine  collectible.  Its  beauty  is 
undeniable.  Its  condition  is  flawless.  It's 
very  limited.  It  will  never  be  struck  again. 
And  right  now  it's  affordable.  Currently 
you  can  own  and  give  any  proof  Gold 
Olympic  Eagle  for  just  $352.00.  The 
W  uncirculated  Eagle  sells  for  just 
$339.00.  The  price  includes  a  $50.00 
donation  to  our  Olympic  movement... 
a  much  needed  donation.  It's  a  small 
price  to  pay  for  a  precious  gold  coin 
and  the  support  of  a  precious  posses- 
sion—Our future  Olympic  Teams. 


MAIL  ORDERS  TO:  THE  UNITED  STATES  MINT  P.O.  BOX  6766, 
SAN  FRANCISCO,  CA  94101 


MB0041008E1B 


VERY  IMPORTANT-  PLEASE  READ  Yes, 
please  accept  my  order  lor  Olympic  coins 
I  understand  All  sales  are  final  and  not 
subiecl  to  refund,  and  vesication  ol  my 
order  will  be  made  by  the  Department  ol 
the  Treasury,  The  United  States  Mint  My 
coins  will  be  delivered  registered  mail  and 
may  be  in  multiple  shipments  My  order 
placed  by  credit  card  will  be  charged  im- 
mediately to  my  account  and  may  result  in 
tinance  charges  01  other  lees  prior  to  de- 
livery ol  coins  I  understand  orders  will  be 
processed  as  they  are  received,  and  il  bul- 
lion prices  use  significantly,  the  Mint  has 
the  right  to  discontinue  order  acceptance 
Once  order  is  accepted,  however,  it  will  not 
be  cancelled  lor  that  reason  I  have  read. 
understand  and  agree  to  the  above 


Signature 


Quantity 

Option 

Item 

Each 

Total  Price 

16 

1984W  Proof  Olympic  Gold  Eagle 

$35200 

17 

1984P  Proof  Olympic  Gold  Eagle 

$35200 

18 

1984S  Proof  Olympic  Gold  Eagle 

$352  00 

19 

1984D  Proof  Olympic  Gold  Eagle 

$35200 

20 

1984W  Uncirculated  Gold  Eagle 

$33900 

TOTAL 

Shipping  &  Handling 

$2.00 

GRAND  TOTAL 

Method  of  payment  G  Check  C  Money  Order  □  VISA  L7!  MasterCard 


Exp  Date 

TTT 


Name- 
City— 


„  Address.. 
_State 


Signature 


Q«P 


<  SUPPORT  THE  HOME  TEAM. 


'  L  A  Olympic  Organizing  Committee 


Scarcity  Predicts 
A  Very  Bright  Future 

From  1795  to  1932  more  than  56  million 
Indian  Head  and  Coronet  Gold  Eagles 
were  minted.  Today  a  fine  specimen  of 
either  coin,  in  flawless  condition,  could 
be  worth  thousands  of  dollars. 

Allow  6  to  8  weeks  for  delivery  of  1984W  Proof  and  Uncirculated  Olympic  Gold  Eagles. 

The  1984  P,  S  &  D  Proof  Olympic  Gold  Coins  will  be  shipped  via  registered  mail  through  February  1985. 

To  place  a  credit  card  order  by  phone  and  confirm  shipping  date  call  toll  free  your  nearest  Official  Olympic  Coin  Distributor: 

PandaAmerica  Corp.  (CA)  1-800-472-6327  •  Manfra  Tordella  &  Brookes  Inc.  (NY)  1-800-223-5818  •  Paramount  Corp.  (FL)  1-800-327-9853 


I 
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Expensive  curse 

Sir:  "Geraldine  Ferraro  and  husband 
John  Zaccaro  came  out  of  that  gruel- 
ing tax  flap  in  good  shape"  (Fact  and 
Comment,  Sept.  24p.  For  shame! 

I  can't  afford  to  cancel  my  subscrip- 
tion to  Forbes,  but  here's  a  nasty 
curse:  May  the  conservator  of  your 
estate  be  John  Zaccaro  and  the  infla- 
tor  of  your  balloons  be  Tip  O'Neill 
(although  the  latter  might  just  work). 
— C.E.  Weyll 
Glen  Cove,  NY. 


Don't  reregulate 

Sir:  Congratulations  on  your  July  30 
article  on  the  problem  of  airport  con- 
gestion and  delays.  I  have  been  ap- 
palled at  the  failure  of  the  press  (other 
than  Forbes)  and  of  any  public  figures 
to  recognize  that  the  problem  is  one 
that  can  be  readily  eliminated  by  a 
market  solution,  and  at  the  readiness 
of  the  Administration  to  undo  dereg- 
ulation and  return  to  governmentally 
administered  cartelization. 
— Alfred  E.  Kahn 
Special  Consultant  to  National 
Economic  Research  Associates, 
Robert  Julius  Thome  Professor 
of  Political  Economy, 
Cornell  University 
Ithaca,  NY. 

Dr.  Kahn  pushed  tljrough  airline  de- 
regulation as  Chairman  of  the  Civil  Aero- 
nautics Board  in  the  late  1970s — Ed. 


Angry  Democrat 

Sir:  I,  too,  take  offense  with  your  edi- 
torial (Pact  and  Comment,  Aug.  13)  con- 
cerning the  Democratic  Convention. 
Reader  Levit  said  it  best  in  Readers 
Say  (Sept.  10).  Cancel  my  subscription. 
— Carole?  J.  Novak 
Corvallis,  Ore. 


In  £  duse  refutation 

Sir:  Your  Sep-    10  article  on  Roy  Park 
quotes  him  as  'You  can't  treat 

somebody  sj  t  because,  he's 

your  son.  Who;  bot- 

tom, young  Sarnofi 
and  they  lost  good 

[What]  qualifies  ( 

stewardship?  It  is  partii 
that  you  use  Park's  quote  ; 
an  assumption  that  is  dra 
refuted  by  the  experience  of  y. 


Readers  Say 


magazine:  Your  Chairman  and  Editor- 
in-Chief  is  Malcolm  S.  Forbes;  your 
President  and  Deputy  Editor-in-Chief 
is  Malcolm  S.  Forbes  Jr. 
— Robert  W.  Sarnoff 
New  York,  NY. 


Oops! 

Sir:  In  Readers  Say  (Sept.  10),  Eppie 
Lederer    was    identified    as     "Dear 
Abby."  For  the  record:  You  have  the 
twins  confused.  Eppie  Lederer  is  not 
"Dear  Abby."  I  am. 
— Abigail  Van  Buren 
a.k.a.  Mrs.  Morton  Phillips 
Beverly  Hills,  Calif. 

Along  with  multimillions  of  American 
readers,  we  know  the  difference  between 
Dear  Abby  and  Ami  Landers.  At  the 
presses,  someone  got  confused.  Vive  la 
difference/ — MSF 


Told  you  so 

Sir:  Your  article,  "Saab,  Mercedes, 
Volvo,  BMW,  Jaguar,  watch  out\"  (Sept. 
10),  gives  the  impression  that  the  Japa- 
nese car  manufacturers  are  shipping  to 
the  U.S.  market  larger,  more  deluxe 
cars  under  the  "quota"  imposed,  and 
that  we  are  the  bad  guys.  This  is  the 
result  of  cheaper  gas  in  the  U.S.  and  the 
American  consumer  opting  for  larger, 
more  comfortable  cars. 

We  argued  all  along  if  certain  restric- 
tions were  imposed,  American  car- 
makers would  up  the  price  of  their  cars, 
in  the  absence  of  Japanese  competi- 
tion, contributing  further  to  the  infla- 
tionary spiral.  And  look  what  hap- 
pened! That's  why  our  distributors  and 
dealers  can  ask  for  more  for  our  cars. 
— M.  Goto 
General  Manager, 
Nissan  Motor  Co.,  Ltd. 
Brussels,  Belgium 


Grounding  drug  planes 

Sir:  You  propose  the  use  of  existing 
military    equipment    for    "detecting 
and  collaring  airborne  drug  runners" 
.  act  and  Comment,  Aug.  13). 

Congressman        Glenn        English 

(D-Okla.)  and  I  have  been  developing 

comprehensive  antidrug  air  inter- 

•    •  rogram  that  features  the  use 

fsoph    '  \  ated  military  aircraft,  heli- 

dar.  The  first  of  six  P-3A 

rly  ready  to  be  deployed. 

nitatus  laws  now  on 


the  books  preclude  any  direct  involve- 
ment of  the  military  in  actual  arrest.  I 
intend  to  do  some  work  on  the  law  in 
the  next  Congress  to  see  if  we  can  get 
more  use  of  the  military  in  our  anti- 
drug effort. 

— Dennis  DeConcini  (D—Ariz.) 
United  States  Senate 
Washington,  DC. 


Representative  English  and  Senator  De- 
Concini on  board  a  P-3A 


Disputed  method 

Sir:  You  will  undoubtedly  receive  a 
protest  from  the  American  Academy 
of  Periodontology  stating  that  the 
"Keyes  method"  (Cover  story,  Aug.  13) 
is  experimental  and  no  data  support 
its  value.  There  has  never  been  a  con- 
trolled study,  however,  that  shows 
tooth  survival  time  is  better  in  teeth 
treated  with  surgery  than  in  teeth 
treated  with  conservative,  nonsurgi- 
cal methods. 

The  "Keyes  method"  also  helps  cli- 
nicians determine  whether  the  surgi- 
cal or  nonsurgical  measures  used  for  a 
case  have  eliminated  the  bacterial  in- 
fections that  caused  disease  in  the 
first  place. 

— Paul  H.  Keyes,  D.D.S 
International  Dental  Health  Foundation 
Reston,  Va. 

Sir:  It  seems  odd  that  you  would  dig- 
nify the  statements  of  a  small  group  of 
general  practitioners  who  have  pub- 
lished no  long-term  scientific  studies 
of  their  "technique"  to  condemn  a 
well-established  specialty. 
— Erwin  P  Barrington,  D.D.S. 
President, 
The  American  Academy  of 

Periodontology 
Chicago,  111 
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How  Bodine  can  help  you  turn 
your  new  product  into  a  profitable  one. 

If  you're  about  to  spend  a 

lot  of  money  on  a  new 

product,  spend  a  little  time 

with  Bodine.  We  can  help 

you  make  your  product 

profitable  by  helping  you  make  it 

more  efficiently. 

Specifically,  Bodine  will  work  with 
your  engineers  to  make  your  product  suitable  for  the  lat- 
est in  automated  assembly  techniques  and  Bodine  auto- 
mated assembly  machines. 

Using  our  machines,  you  can  cut  direct  manufac- 
turing costs,  including  the  cost  of  hiring,  training,  and 
paying  assembly  personnel.  You  can  also  reduce  in- 
process  and  finished  goods  inventory  costs.  Because  a 
Bodine  machine  can  put  together  more  products  in  less 
time  with  a  lot  fewer  mistakes  than  even  the  best  assem- 
bly crew.  And  you  can  save  on  warranty  and  liability 
costs.  Because  a  Bodine  machine  can  automatically 
inspect  all  your  parts  while  it's  assembling  them. 

The  result  is  a  better  quality  product  for  less.  And 
that's  the  kind  of  thing  that  everyone  will  buy  For  details 
call  Frank  Riley  at  (203)  334-3107  or, 
write  for  our  brochure.  The  Bodine 
Corporation,  317  Mountain  Grove 
Street,  Bridgeport,  CT  06605.  assembly  systems 
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©  Lanier,  1984 


"WITH  AUTH6.  NEW 
A/AAABS  IN  BUSINESS  PHONes, 
WHO  CAN  YOU  TRUST?" 


1 


Dependable  phone  systems.  Dependable  people.  Lanier  will 
supply  the  system  that's  right  for  your  business.  With  national 
service  and  customer  training  second  to  none,  for  less  than  AT&T 
High  technology?  Absolutely. 
Lanier  is  now  part  of  Harris 
Corporation,  a  world  leader  in 
Information  Technology  For  a 
demonstration,  call  us  at 
800-241-1706.* Or  send  the 
coupon.  Today 

FOR  YOUR  INFORMATION, 
WE'RE  NOW  PART  OF  HARRIS. 


Thought  Processing  Division 
1700  ChantiUy  Drive.  N.E. 

'  -,A-,~.  i  A  Harris  Company 

Atlanta,  GA  30324 


Name 

Finn 

Address. 
County— 

City 


Title 

_ Phone 

.State 


In  Georgia  call  404-321-1244  collect. 
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INSIDE  THE  PERSONAL  COMPUTEH 
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This  latest  insights  in  fiction, arid  business 

at^^0erby  '73  &  76  International  Jour- 
nalist  oi  ( he  Year  award  winner,  b)  How  to  sell 

vourseJIand  the  customer  with  less  stress  and 
more  sn'Pcess.c)  An  innovative  approach  with 


d)  The 

for  the--' 


experts'  business,  tips 


The  newest  in  computers,  men's  fashion  and 
games  —  e)  A  comprehensive  guide  to  the 
latest  and  best  in  software,  f )  A  three- 
dimensional  tour  inside  a  PC,  for  all  ages, 
g)  The  complete  wardrobe  planner  for  busi- 

tness  or  play  for  today's  fashion-conscious 
man.  h)  America's  #1  home  entertain- 
ment craze. 
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>ages  for  the  one  nearest  you. 


'With  all  thy  getting  get  understanding' 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


CLAIMING  TO  BE  ON  GODS  SIDE  OR  HAVING  HIM 


on  yours  is  as  old  as  God  and  man  .  .  .  and — I'd  better  add 
quickly — woman. 

To  term  the  present  political  flap  "blasphemous,"  or  for 
the  invokers  or  provokers  to  term  each  other  devilish  is  as 
childish  and  hypocritical  as  it  is  to  be  expected. 

While  it  is  reasonably  disputable  that,  as  some  claim  and 
others  imply,  GOD  is  spelled  GOP,  it  is  indisputable  that 
He  doesn't  belong  to  any  one  group  or  side — in  spite  of  the 
fact  that  we've  never  heard  of  a  real  war  or,  for  that  matter, 
a  political  war  in  which  both  sides  or  all  sides  didn't  claim 
God  was  exclusively  on  theirs. 

From  a  surprising  source,  Senator  Ted  Kennedy,  has 
come  the  most  sensible  comment  on  the  whole  busi- 
ness— which  the  vast  majority  of  Americans  think  has 


gotten  pretty  silly: 

"We  also  hear  the  objection  in  a  recent  statement  from 
the  Catholic  bishops,  that  it  is  'not  logically  tenable'  to 
separate  'personal  morality  and  public  policy.'  But  this 
cannot  mean  that  every  moral  command  should  be  written 
into  law — that  Catholics  in  America  should  seek  to  make 
birth  control  illegal;  that  Orthodox  Jews  should  seek  to  ban 
business  on  the  Sabbath;  that  fundamentalists  should  try  to 
forbid  the  teaching  of  evolution  in  public  schools.  We 
cannot  let  this  pluralistic  society  descend  into  a  collection 
of  competing  and  embittered  groups.  We  cannot  be  a 
tolerant  country  if  churches  bless  some  candidates  as  God's 
candidates — and  brand  others  as  ungodly  or  immoral." 

Amen. 


CAN  THE  FLAG  HELP  MONDALE  S  FLAGGING  CAMPAIGN? 


"Some  are  advising  Mr.  Mondale  to  go  for  broke 
and  challenge  the  President  directly  to  drop  the 
American  flag  for  a  moment  and  discuss  some  of 
the  uncertainties  about  his  own  plans." 

— New  York  Times 
These  days  the  prevailing  sentiment,  I  think,  is  that  most 
Americans  don't  want  a  President  to  "drop  the  American 
flag  for  a  moment" — but  really  would  rather  have  one  who 
embodies  it.  And  how  does  anyone  outdo  President  Reagan 
in  that  regard? 


One  of  Mr.  Mondale's  difficult  campaign  dichotomies 
is  very  visible  on  this  subject.  He  and  his  advisers 
ridicule  the  President  for  "hiding  his  failures  behind  the 
flag" — yet  at  the  end  of  the  Democratic  Convention 
more  American  flags  were  waved  than  at  the  Republican 
Convention. 

And  from  time  to  time  in  his  speeches  Mr.  Mondale 
even  outwaxes  Ronald  Reagan  on  the  subject  of  family, 
apple  pie  and  patriotism. 

It's  tough  turf  to  wrest  from  Ronald  Reagan. 


SIMPLE  SOLUTION  TO  AIRPORT  PEAK  HOUR  DELAYS 

•  Higher  takeoff  and  landing  fees  for  commercial  aircraft     a.m.  and  9;  and  between  5  p.m.  and  6. 

during  rush  hours.  Two  or   three   executive   passengers   of   corporate-jet 

•  Forbidding  by  fiat  or  exorbitant  fee  noncommercial     consequence  can  better  afford  to  flex  their  time  than 
takeoffs  and  landings  for  those  two  peak  hours — between  8     the  thousands  aboard  commercial  liners. 
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CARTER  PRACTICES 

Properly,  there  was  much  ado  made  when 
Jimmy  Carter  showed  up  with  a  busload  of 
Georgia  volunteers  to  help  turn  a  neargone 
New  York  City  tenement  into  decent  living 
spaces  for  19  homeless  families. 

Habitat  for  Humanity  is  a  private,  non- 
profit Georgia-based  outfit  bent  on  actual- 
ly providing  housing  for  the  poor — which 
it  has  already  done  in  1 1  countries  and  5 1 
U.S.  cities. 

As  President,  Carter  may  have  come 
down  on  several  sides  of  many  issues,  but 


ONE  OF  HIS  GOOD  PREACHMENTS 

what  an  admirable,  clear-headed  and  clear- 
cut  contribution  he's  literally  making  to 
focusing  on  this  ongoing,  critical  need.  In 
the  heart  of  every  Inner  City  there  are 
countless  decayed,  abandoned  tenements 
on  one  side  of  the  street  and  homeless  poor 
huddled  on  the  other. 

It's  not  without  a  wee  bit  of  irony  that 
former  President  Carter  personally  engages 
in  practicing  what  President  Reagan  so  ur- 
gently preaches — more  private  efforts  to 
augment  oft-floundering  federal  programs. 


Robert  Kalfu^  New  York  Po< 


WHERE  THERE'S  SM 
THERE'S  ENERGY. 


OF  THESE  TWO  SUNS,  ONLY  ONE  SHINES 

Sun  Co.  illustrations  are  sufficiently  dra- 
matic and  relevant  to  pull  you  into  the  mes- 
sage. They  image  Sun  up  in  an  industry  having 
a  down. 

Contrast  that  with  Sun  Bank's  positively 
revolting  "growth"  illustration.  Even  if  you 
could  figure  out  what  one  reader  termed  "this 
obscenity"  is,  would  you  eat  it??  Yet  the  copy 
reads,  "When  America's  leading  seafood  res- 
taurant company  was  looking  for  growth  op- 
portunities, they  looked  toward  the  Sun."  This 
monstrosity  would  be  better  re-deep-sixed. 


RESTAURANTS— GO 

•  Claire— 156  Seventh  Ave.  (Tel:  255-1955).  If  you 
want  to  experience  one  of  the  New  Look  New  York  off- 
the-beaten-path  restaurants,  you'll  not  do  better  than 
Claire.  In  this  tony  mutation  of  Claire's  (and  husband's) 
Key  West  Floridian  success,  a  variety  of  fresh  fish  is 
skillfully  and  variously  served  up.  And,  of  course,  Key  lime 
pie — though  the  fabled  crust  is  too  thin  for  those  of  us 
who'd  like  to  thicken  on  it. 

Cfaikubu 135  East  62nd  St.  (Tel:  752-3248).  For  its 
simplicity,  warren-ness  and  customers  this  could  be  one  of 
thousands  in  Tokyo  itself,  but  the  only  one  in  New  York. 
Its  shrimp  tempura  is  the  best,  its  beef  teriyaki  the  most 
flavorless.  Too  Japanese-real  for  much  U.S.  appeal. 

•  Jake's— 801  Second  Ave.  (Tel:  687-5320).  This  sub- 
duedly  luxurious  new  restaurant  has  all  the  bustle  of  the 
area's  expense-account  expensive  traditional  steak- 
houses — with  one  very  significant  difference:  Its  tradition- 
al dishes  are  first-rate,  and  the  accompanying  cottage  fries 
and  fried  onion  rings  are  superior.  Because  the  husband  of 
Forbes'  splendid  chef,  Melanie  Dobbs,  is  the  head  chef  at 
Jake's,  we  wanted  to  discover  that  Jake's  is  good.  We 
couldn't  be  happier — it  is. 

The  Captain's  Table— 860  Second  Ave.  (Tel:  697- 
9538).  Originally  a  Greenwich  Village  success,  the  Cap- 
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tain  moved  his  Table,  decor  and  prices  Up.  The  food 
continues  to  be  fresh  and  good,  but  what  was  a  good  buy 
in  the  Village  is  less  so  in  its  new  arena  forty  blocks  up 
from  the  old. 

•  Beijing  Pavilion  220  East  46th  St.  (Tel:  661-8275). 
What  our  continued  arming  of  Taiwan  does  to  ire  Beijing  is 
as  nothing  compared  to  what,  in  their  name,  is  done  to 
inflame  American  stomachs.  Take  this  "pavilion."  Empty 
"spring  rolls"  that  could  neither  spring  nor  roll  out  of  their 
own  ample  grease  into  the  bottled  soy  or  Heinzy  hot  sauce; 
"crisp"  duck  so  full  of  fat  that  the  cooks  obviously  haven't 
a  clue  as  to  the  word's  meaning.  More  places  like  this  and 
we'll  be  the  ones  entitled  to  sever  relations. 

Capsouto  Freres — 451  Washington  St.  (Tel:  966- 
4900).  The  newest — at  this  writing — of  what's  become  a 
lower  Manhattan  staple,  the  warehouse  restaurant.  Its 
decor  is  decorous,  but  its  food  is  nothing  more  than  that.  If 
this  place  does  make  it  In,  it'll  be  Out  before  you  get  there. 

•  AuTroquet— 328  West  12th  St.  (Tel:  924-3413).  What 
a  light  and  cheerful  wee  place  this  is.  Rarely  will  you  find 
dishes  more  attractively  laid  out  and  as  tasty  as  they  look. 
Even  if  you  don't  like  Roquefort  and  endive,  you  have  to 
order  this  hors  d'oeuvre — it's  so  imaginatively  presented. 
Au  Troquet  is  a  treat. 
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WRITERS,  TOO,  ARE  AT 
A  LOSS  FOR  WORDS 

to  express  adequately  the  depth  of  feeling 
when  death  walks  off  with  someone 
cared  about. 

An  exception  to  that  inadequacy  is 
this,  which  appeared  in  The  New  Yorker 
about  a  very  young  man  who  worked 
there  one  summer  as  a  messenger. 


RAYMOND  CHARLES  GUTH,  JR. 


Raymond  (Chip)  Guth  died  some 
.  days  ago,  at  the  age  of  nine- 
teen. He  was  a  third-generation  mem- 
ber of  the  staff  of  The  New  Yorker 
— the  grandson  of  the  late  Gus  Lobra- 
no,  who  was  our  fiction  editor  from 
1938  to  1956,  and  the  son  of  Doro- 
thy Lobrano  Guth,  who  is  now  one 
of  our  associate  editors.  A  couple  of 
years  ago,  Chip  spent  a  summer 
working  at  The  New  Yorker.  In  a  life 
so  very  much  too  brief,  a  summer  is  a 
long  season,  and  the  rest  of  us  had  the 
privilege  of  enjoying  that  season  in  his 
company.  He  was  a  messenger,  and  he 
seemed  to  know  instinctively  that  what 
mattered  was  not  the  modesty  of  his 
tasks  but  the  devotion  with  which 
he  performed  them.  He  did  his  work 
impeccably.  At  the  end  of  his  summer, 


one  of  his  colleagues  wrote  to  him, 
"You  were  the  best  of  messengers." 
And  he  was.  Chip  was  an  acutely  shy 
and  recklessly  self-effacing  young 
man.  He  did  what  he  could  to  make 
himself  invisible  and  inaudible,  but  he 
could  not  hide  his  gentleness,  his  ten- 
derness, his  generosity,  his  courage, 
his  humor;  what  we  could  see  was  the 
purity  of  his  spirit,  and  what  we  could 
hear  was  the  voice  of  an  innocent 
who  looked  around  in  wonder  at  a 
harsh  and  discordant  world.  He  gave 
his  love  unstintingly,  but  his  suffering 
he  kept  to  himself — it  could  only  be 
guessed  at.  His  talents  were  literary 
and  mathematical:  he  was  a  young 
man  of  infinite  promise.  He  lit  up  the 
scene  while  he  was  with  us,  and  the 
glow  will  persist. 


A  NATO  OFFICIAL  RECENTLY  OBSERVED  THAT 

"Luxembourg's   defense   budget  is   smaller  than  the   Pentagon's   telephone   bill." 
It's  reassuring  to  know  that  the  Defense  Department  at  least  stays  in  touch. 


IF  NO  ONE'S  EVER  STOPPED 

your  heart,  you  haven't  one. 


IF  TOU  LOVE  SOMEONE  OR 

something,  show  it. 


BOOKS 


•  Straight  Stuff — by  James  Deakin 
(William  Morrow  &  Co.,  $17.95).  For  15 
years  Mr.  Deakin  was  White  House  cor- 
respondent for  the  St.  Louis  Post  Dis- 
patch, and  he's  written  far  and  away  the 
most  arresting  and  insightful  book  on 
"the  Reporters,  the  White  House  and 
the  Truth"  I've  yet  read  on  the  subject. 
If  you  have  any  interest  at  all  in  the  ever-raging  controversy 
'twixt  press  and  Presidents,  don't  not  read  Straight  Stuff. 

Excerpts:  I.F.  Stone,  one  of  the  most  valuable  journalists 
ever  to  work  in  Washington,  once  said:  "Every  govern- 
ment is  run  by  liars,  and  nothing  they  say  should  be 
believed."  While  sympathizing  with  his  outrage,  let  us 
rephrase  it:  Every  government  is  run  by  people  who  seek 
to  wield  and  retain  power.  To  do  this,  they  must  convince 
the  public  of  certain  things:  that  their  policies  are  correct. 
That  their  facts  and  explanations  should  be  accepted. 
That  they  are  in  control  of  events  and  situations.  That 
sounds  nicer.  And  it  comes  out  at  the  same  place.  .  .  .  On 
a  trip  to  Texas  in  his  Senate  days,  Johnson  escorted  a 
group  of  reporters  around  his  ranch.  They  stopped  in  front 
of  a  shanty  bearing  the  unmistakable  marks  of  a  hard  life. 
In  reverent  tones,  the  senator  identified  this  almost  log 
cabin  as  the  place  in  which  he  had  been  reared.  His 
mother,  Rebekah  Baines  Johnson,  had  come  along  for  the 


walk.  She  adored  Lyndon,  but  even  mother  love  has 
limits.  She  listened  to  the  Abe  Lincoln  spiel  for  a  few 
minutes  and  then  spoke  up.  "Why  Lyndon,"  she  said, 
"you  know  we  had  a  nice  house  over  on  the  other  side  of 
the  farm. "  A  man  who  will  lie  in  the  presence  of  his  own 
mother  is  a  man  to  be  reckoned  with. 

In  America — by  Eve  Ar- 
nold (Alfred  A.  Knopf, 
$35).  During  20  years 
abroad,  Eve  Arnold  out- 
standingly depicted  the 
places  and  faces  of  Peking, 
Kabul  et  al.  But  in  this 
volume  there's  none  of 
America's  vibrancy.  It's 
photographer-gone-painter  stuff.  Precision,  perfection, 
overwhelming  attention  to  everything  but  feeling. 

Excerpt:  Through  the  lives  of  ordinary  people  I  sought  to 
show  my  America  and  found  that  the  ordinary  does  not 
exist;  each  person's  ordinary  story  emerges  as  extraordi- 
nary. We  share  a  common  heritage,  but  have  not  become  a 
common  mass.  .  .  .  The  characters  in  In  America  are  real 
people.  Any  resemblance  between  them  and  fictitious 
individuals  is  unthinkable.  I  am  indebted  to  them,  old 
friends  andnew,  whogaveme  their  time,  lentmetheir  faces, 
offered  me  their  hospitality  and  made  this  book  a  reality. 
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Other  Comments 

Often  comments  fa  others  stimulate,  irritate, 
abuse  or  amuse  this  editors  mind.-MSF 


Inadequate  Argument 

Emile  van  Lennep,  outgoing  Secre- 
tary General  of  the  Organization  for 
Economic  Cooperation  &  Develop- 
ment, took  exception  to  the  position 
often  articulated  by  Martin  S.  Feld- 
stein,  former  chairman  of  the  Council 
of  Economic  Advisers,  that  the  dol- 
lar's strength  reflects  the  American 
budget  deficit's  upward  pressure  on 
interest  rates. 

"The  argument  that  it  is  just  the 
budget  deficit  is  certainly  one-sided 
and  inadequate,"  said  Mr.  van  Len- 
nep, a  former  Dutch  Treasury  official. 
"I  think  we  should  see  exchange  rates 
in  the  context  of  a  dynamic  economy. 
Maybe  the  key  to  when  the  dollar  will 
decline  is  when  Europe  and  Japan  be- 
come more  profitable." 

— Clyde  H.  Famsworth, 
New  York  Times 

Cod 

It's  difficult  today,  some  80  years 
after  Carrier's  revelation,  to  conjure 
up  a  world  without  air-conditioning. 
Take  computers,  for  example,  which 
cannot  operate  at  high  temperatures. 
Or  the  city  of  Houston,  which  would 
hardly  exist  as  we  know  it  today  with- 
out air-conditioning.  Or  jet  travel.  Or 
any  one  of  a  thousand  drugs,  synthetic 
fibers,  precision  instruments  and 
foodstuffs  that  could  not  be  manufac- 
tured in  an  unregulated  environment. 


Whole  areas  of  the  world,  including 
the  Sunbelt  of  the  U.S.,  have  been 
opened  up  to  productive  industry. 

In  the  first  nine  months  of  1983 
alone,  according  to  the  National  Oce- 
anic &.  Atmospheric  Administration, 
Americans  spent  $9.5  billion — more 
than  the  gross  national  product  of 
many  Third  World  nations — keeping 
their  homes,  offices  and  factories  cool. 
— Robert  Friedman, 
American  Heritage 

Liquid  Defense 

They  said  today  that  we  should 
stock  up  on  canned  goods.  So  I  went 
out  and  bought  a  case  of  beer. 

— John  Gretchen  III, 

Galveston  carpenter,  preparing 

for  a  hurricane,  Life 

Even handed 

Q.  Some  of  the  major  carriers  in  the 
New  York  area  want  restrictions 
placed  on  private  and  corporate  avi- 
ation. What  about  thatl 

A.  Let  me  draw  a  parallel.  If,  on  the 
New  Jersey  Turnpike,  it  became 
crowded,  would  you  like  it  if  all  auto- 
mobiles were  kept  off  the  New  Jersey 
Turnpike  and  only  buses  could  run? 

Everybody  has  a  right  to  fly  and  I 
want  to  be  sure  that  each  individual 
segment  of  aviation  can  indeed  be  ex- 
ercised. First  of  all,  I  see  the  number 


"Front  desk,  'here  are  no  little  candies  or.  my  pillow. 


of  airplanes  in  general  aviation  going 
to  LaGuardia,  John  F.  Kennedy  and 
Newark  is  going  down.  From  1981  to 
1984  they've  gone  down  a  few  per- 
centage points.  We  ought  not  to  pe- 
nalize one  segment  for  the  other. 

— Rear  Admiral  Donald  Engen, 

Administrator  of  the  F.A.A., 

New  York  Times 


Mr.  Mondale  expects  $17 
billion  of  additional 
revenue  in  1989 from 
"higher  economic  growth," 
presumably  to  be  brought 
about  by  higher  taxes. 

— Wall  Street  Journal  editorial 


Puree  Criticism 

Seeing  Raiders  of  the  Lost  Ark  is 
like  being  put  through  a  Cuisinart — 
something  has  been  done  to  us,  but 
not  to  our  benefit. 

— Pauline  Kael,  The  New  Yorker 


Fritz  Fritzed? 

Mondale  basically  took  a  powder 
when  the  bullets  flew  [over  the  Fer- 
raro-Zaccaro  finances].  When  the  key 
day  arrived,  the  day  of  Gerry's  news 
conference,  he  just  compounded  the 
impression  that  he's  without  a  back- 
bone. On  that  day,  the  press  following 
Mondale  was  told  the  candidate 
wouldn't  be  taking  questions.  Then, 
when  the  reviews  were  in  and  every- 
one was  saying  that  Gerry  had  passed 
the  test,  there  was  Mondale  talking  to 
reporters  and  saying  how  pleased  he 
was  that  she  had  handled  herself  so 
well,  that  she  had  vindicated  his  judg- 
ment in  selecting  her.  I  don't  think  I'm 
the  only  one  who  wanted  to  puke. 

— Michael  Kramer,  New  York 

Caught  in  the  Act 

"People  always  give  themselves 
away.  The  other  day,  a  person  came  in 
and  claimed  that  he  didn't  speak  En- 
glish. Just  then,  another  customs  in- 
spector made  a  comment  about  a  fe- 
male passenger,  and  the  individual 
who  didn't  speak  English  looked  up  at 
the  girl.  We  took  him  into  a  search 
room  and  found  a  pound  of  cocaine. 

"It's  hard  to  say  if  one  region  of  the 
U.S.  is  less  honest  or  more  honest.  I'd 
put  Texans  in  the  more  honest  cate- 
gory— they  take  pride  in  paying  duty. 
New  York  and  parts  of  Connecticut 
are  definitely  less  honest." 

— Customs  inspector  at  JFK,  GEO 
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LeSportsac  created  a  style 
that  changed  the  future 
of  luggage. 

They  created  spectacular 
growth  too -with  advice  from 
PeatMarwick. 

In  1974  the  husband  and  wife  team  of  Sandra 
Stetson  and  Mel  Schifter  created  LeSportsac® 
with  one  simple,  brilliant  concept:  to  make  the 
world's  first  soft  luggage  from  rugged,  light- 
weight, ripstop  nylon.  Sales  took  off.  And  in 
1980  LeSportsac  retained  Peat  Marwick's  Pri- 
vate Business  advisers.  Since  then  sales  have 
more  than  doubled.  And  it  looks  as  though  the 
sky's  the  limit. 

At  Peat  Marw  ick,  we  don't  make  decisions  for 
you.  But  we  do  help  you  with  the  perspective 
and  information  that  you  need  to  make  wise 
choices.  Our  Private  Business  Advisory  Ser- 
vices specialists  serve  the  needs  of  growing 
businesses. 

For  example,  we  can  help  your  business  reduce 
and  defer  taxes.  Evaluate  alternative  sources 
of  financing.  Develop  cash  management  and 
internal  control  systems.  Structure  compensa- 
tion, pension  and  profit-sharing  plans.  And 
help  in  the  selection  and  implementation  of 
small  computer  systems. 

The  partner  in  charge  of  your  account  will 
provide  counsel  based  on  extensive  knowledge 
of  your  business  environment.  What's  more, 
he  can  draw  on  professional  and  technical 
resources  that  most  advisers  can't  provide. 

For  information  on  our  Private  Business 
Advisory  Services  and  a  copy  of  our  newsletter 
The  Business  Ach'iser,  mail  this  coupon  or  call 
800-344-3600  (in  Illinois  call  800-328-4200). 


PB-FB  10/8 

Mail  to:  Peat,  Marwick,  Mitchell  &  Co., 

345  Park  Ave.,  Box  PBAS,  New  York,  NY  10154 

Name 

Title 

Company 
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City 

Stale 

Zip 

ra 


PEAT 
MARWICK 

Private  Business  Advisory  Services/ 

Accounting  and  Auditing/ 

Tax  Services/Management  Consulting 


Count  Oil  Pan  Am 
lb  The  Ear  East  And  Ear  More. 
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Fact  and  Comment  II 

By  M.S.  Forbes  Jr.,  Deputy  Editor-in-Chief 


THE  ELECTION:  ANOTHER  '36?  OR  WILL  IT  BE  LIKE  '56  AND  '72? 


Franklin  D.  Roosevelt's  landslide  victory  for  a  second 
term  in  1936  was  one  of  the  most  significant  elections  in 
U.S.  history.  Americans  said  yes  to  the  government's 
playing  an  enormous  role  in  the  peacetime  economy  and 
other  facets  of  American  life,  something  they  had  never 
done  before  in  the  history  of  the  republic.  Most  voters 
today  don't  realize  what  a  radical  departure  FDR's  poli- 
cies— Social  Security,  Federal  Deposit  Insurance,  the  SEC, 
etc. — seemed  to  his  contemporaries. 

The  election  also  made  the  Democrats  America's  major- 
ity party  for  the  first  time  since  the  Civil  War,  a  position  it 
has  held  to  this  day. 

Will  November  be  a  similar  watershed  for  the  nation 
and  the  Republican  party? 

The  ingredients  for  a  political  restructuring  are  all  there. 

Like  FDR,  Reagan  scores  best  among  younger  voters,  a 
good  base  for  a  political  realignment.  Unlike  the  rest  of  the 
electorate,  their  voting  patterns  have  not  yet  crystallized. 
Under-40  Democrats  supported  Hart  in  the  primaries,  but 
will  vote  Republican  if  they  remain  convinced  that  this 
party  is  best  suited  for  economic  growth. 

Landon-like  Democrats 

Republicans  today  share  a  more  important  characteris- 
tic with  the  Democrats  of  1936:  They  have  positive  issues 
and  new  ideas.  When  Alf  Landon  ran  against  FDR,  the 
GOP  was  angry  and  frustrated.  Its  platform  promised  pro- 
tectionism and  isolationism.  It  railed  against  immoral 
government  deficits,  refusing  to  repudiate  Hoover's  high- 
tax  policies.  Except  for  being  more  cheerful,  all  that  is  a 
not-too-unfair  description  of  what  the  Democrats  en- 
dorsed in  San  Francisco. 

Mondale's  invocation  of  Roosevelt  and  the  party's  liber- 
al cliches  brings  to  mind  famed  historian  Richard  Hof- 
stadter's  observation  about  Herbert  Hoover:  "The  ideas 
Hoover  represented  were  precisely  the  same  ideas  that  in 
the  past  had  had  an  almost  irresistible  lure  for  the  majority 
of  Americans.  In  the  language  of  a  Lincoln,  these  ideas  had 
been  fresh  and  invigorating;  in  the  language  of  Herbert 
Hoover,  they  seemed  stale  and  oppressive."  Democrats 


have  yet  to  offer  a  vision  that  gives  people  a  sense  of 
excitement  and  anticipation  of  what  the  future  might  hold 
if  Fritz  were  sitting  in  the  Oval  Office. 

Surprising  Platform 

The  Republican  platform  was  dismissed  by  pundits  as 
the  eccentric  product  of  right-wing  kooks.  Actually,  it 
gives  Republican  congressional  candidates  a  number  of 
helpful  issues:  a  flat  tax,  urban  enterprise  zones  to  revital- 
ize inner  cities,  reform  of  an  ossified  Federal  Reserve  to 
lower  interest  rates,  a  line-item  veto,  etc. 

On  foreign  policy,  it's  now  Republicans  who  are 
preaching  the  importance  of  international  responsibil- 
ities for  the  U.S.  Whoever  would  have  thought  that 
Taft's  descendants  would  cheer  speakers  who  spoke  of 
the  need  to  revitalize  NATO? 

Nay-Saying  Negated 

The  old,  angry,  nay-saying  GOP  Right  is  being  eclipsed 
by  young  Turks  such  as  Representative  Jack  Kemp. 

Barring  catastrophic  Reagan  blunders  or  ill  health,  the 
President  will  win  reelection  handily,  although  Mondale 
should  certainly  do  better  than  he  is  now. 

While  the  White  House  can  barely  contain  its  glee,  GOP 
activists  are  cautious:  They  remember  that  the  landslide 
victories  of  Ike  in  1956  and  Nixon  in  1972  were  not 
translated  into  GOP  gains  for  the  rest  of  the  ticket.  The 
Republican  party,  in  fact,  did  poorly  under  both  Presidents. 
Reagan's  current  blandness  on  the  stump  is  reminiscent  of 
those  campaigns.  Just  as  disquieting,  the  White  House  is 
giving  short  shrift  to  the  rest  of  the  party's  candidates. 

But  this  time  it  may  be  different:  A  growing  number  of 
Republican  candidates  are  starting  to  make  effective  use  of 
that  "runaway"  platform,  a  phenomenon  many  observers 
have  overlooked.  Big  gains  in  the  House  are  possible. 

The  GOP  opportunity  for  altering  the  political  land- 
scape, for  becoming  the  dominant  force  in  American  poli- 
tics, is  there. 

How  much  advantage  is  taken  of  it  will  be  the  most 
interesting  development  to  watch  for  in  this  campaign. 
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Whafs  Ahead  for  Business 


The  omens 

are  all 
one-sided 


Preventing 

foot  in  mouth 

disease 


Even  real  issues 

aren't  working 

for  Mondale 


IS  GOD  A  REPUBLICAN? 

Imagine  you're  working  for  the  Ferraro-Mondale  campaign,  and 
you  come  across  the  following  vignette,  reported  by  Charlotte  Curtis 
in  a  recent  New  York  Times.- 

A  nine-year  employee  of  Caterpillar  Tractor  was  laid  off  in  1982,  lost 
his  home  in  1983  and  so  took  his  family  west  and  found  work.  Just  two 
months  ago  he  was  recalled  and,  after  just  six  hours  back  on  the 
payroll,  through  a  quirk  in  the  union-company  contract,  he  was  told  he 
was  to  be  laid  off  again. 

It  was  inhuman,  an  arcane  matter  of  seniority.  The  $5,000  the  employ- 
ee got  in  pay  and  benefits  doesn't  make  it  any  better. 

The  message  for  Democrats?  This  union  man  says  he  will  vote  Repub- 
lican on  Nov.  6. 

The  polls  show  that  the  positive  state  of  the  economy  will  persuade  a 
majority  of  Americans  to  vote  with  the  former  Caterpillar  worker. 

Nothing  in  the  economy  promises^to  cause  even  a  hiccup  between 
now  and  Election  Day.  Only  some  egregious  ad  lib  by  the  President  on 
the  poor,  or  women,  or  a  minority  or  two,  or  religion  can  damage 
Reagan's  prospects  for  a  second  term. 

Growth  rates  are  cooling  (perhaps  more  than  some  expect).  Threats  of 
resumed  inflation  seem  remote.  Employment  continues  to  edge  up,  if 
less  rapidly.  Business'  investment  plans  are  still  extraordinarily  strong. 
Productivity  is  doing  well.  Inventories  remain  under  control. 

The  Reagan  Administration  should  be  much  more  vulnerable 
than  it  has  so  far  proved  to  be  on  two  serious  counts — the  two  deficits, 
budget  and  trade. 

Exports  are  up.  But,  partly  thanks  to  a  continued  strong  dollar,  the 
trade  deficit  remains  a  bad  record  ($14  billion  in  July),  one  of  the  few 
economic  issues  Mondale  has  going  for  him.  But  the  Administration 
has  rejected  protecting  copper  and  steel.  It  has,  however,  put  off  tighter 
controls  on  textile  imports  until  after  the  election. 

The  budget  deficit,  $174  billion  for  the  year  ended  Sept.  30,  is  down 

from  earlier  guesses  of  $200  billion-plus.  At  that,  though,  it's  much 

more  than  the  $160  billion  deficit  that  growth  and  higher  employment 

should  have  given. 

One  reason  is  high  interest  rates  needed  to  service  the  debt  and  keep 

foreign  money  coming  in  to  fill  the  gaps.  Another  factor:  Business  is 

investing  more  and  so  paying  less  tax  than  expected. 

The  Democrats  have  tried  hard  to  nail  the  budget  deficit  and  make 

political  capital  of  the  tax  increases  they  (and  many  Administration 

economists)  believe  are  needed  to  reduce  it.  But  even  these  seemingly 

surefire  issues  are  being  greeted  by  general  yawns. 

The  simple  fact  is  that  it  will  be  hard,  likely  impossible,  to  beat  a 

candidate  whose  term  has  seen  personal  incomes  recover  strongly  and 

confidence  rebound.  Under  those  circumstances,  promising  a  dose  of 

nasty-tasting  austerity  is  an  offer  the  electorate  is  likely  to  refuse. 
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The  Forbes  Index 
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Almost  at  a  standstill.  The  Forbes  Index  clearly  confirms 
the  fact  that  the  nation's  economy  is  slowing  down.  In  the 
latest  reporting  period,  for  example,  the  Index  posted  only 
a  0.2%  gain,  which  is  the  smallest  advance  in  many 
months.  Consumer  installment  credit,  which  has  been 
expanding  since  the  end  of  last  year,  registered  a  1.65% 
month-to-month  increase. 


This  growing  debt  burden  could  dampen  spending  in 
the  months  ahead.  Although  industrial  production  is 
9.5%  higher  than  it  was  12  months  ago,  it  rose  only  0.24% 
in  the  last  month.  After  a  recent  climb,  new  unemploy- 
ment claims  fell  2%  and  are  1 1.6%  lower  than  they  were 
at  the  same  time  last  year.  On  a  negative  note,  however, 
retail  sales  show  a  0.85%  month-to-month  decline. 


The  Forbes  Index  is  a  measure  of  U.S.  economic  activity 
composed  of  eight  equally  weighted  elements:  Total  in- 
dustrial production,  new  claims  for  unemployment  com- 
pensation, the  cost  of  services  relative  to  all  consumer 
prices,  the  level  of  new  orders  for  durable  *goods  com- 
pared with  manufacturers'  inventories,  total  retail  sales, 
new  housing  starts,  personal  income,  total  consumer 
installment  credit. 

To  measure  these  eight  elements,  FORBES  monitors  tdn 
series  of  U.S.  government  data.  The  last  13  months'  data 
for  each  series  is  presented  at  right. 
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The  1985  Ninety-Eight  Regency. 

Precise  road  management  engineered 
in  a  luxury  automobile. 


High-tech  engineering.  That's  the  1985 
Ninety-Eight  Regency  Brougham.  Each  wheel  has 
its  own  independent  suspension  to      v^u* 
give  you  a  smooth,  controlled  ride.     |j|=? 
An  electronic  load  leveler  auto-  „i«nifSSh»i 
matically  keeps  your  Ninety- 
Eight  level  with  varying  passen- 
ger or  trunk  loads. 
A  spirited  3.8  liter  multi-port     ^jggr/r 
r    ^^   fuel  injected  engine  is        ^g^SSSr 
*  standard  on  Brougham     Suspension 
'  ruel  metering  system 
julates  fuel  for  opti- 
J    mum  performance.  An  optional 
electronic  instrument  panel  for 

.i XI.  Multi-Port  .  .  -iii 

Fuel  injected  Engine    precise  readouts  is  available. 


Luxury  for  six.  Slide  in  and  enjoy  the 
famous  Ninety-Eight  elegance.  Pillow-soft,  con- 
toured seats.  Handsome  velour  fabrics.  Deep 
pile  carpeting.  Luxury  throughout.  Take  a  test 
drive  today.  You'll  agree-an  elegant  luxury  car 
has  become  a  superb  road  car,  too. 
Oldsmobiles  are  equipped  with  engines  produced  at  facil- 
ities operated  by  (jM  car  groups,  subsidiaries  or  affiliated 
companies  worldwide. 


There  is  a  special  feel 
in  an 


Let's  get  it  together. . .  buckle  up. 


O.  WHY  ALL  THE  TALK  ABOUT 
LOCAL  AREA  NETWORKS? 

A.  There's  been  a  lot  written  about  Local  Area  Networks 
(LANs).  What's  all  the  talk  about?  Why  are  LANs 
important?  Should  your  company  be  looking  into  them? 
Is  one  kind  of  LAN  better  than  another? 

The  fact  is,  a  lot  of  people,  ourselves  included,  think 
LANs  are  going  to  play  a  key  role  in  the  total 
telecommunications  picture  for  most  businesses. 
Here  are  some  questions  and  answers  that  might  help 
you  better  understand  LANs. 


Q.  To  begin  with,  just  what  exactly  is  a 
Local  Area  Network  (LAN)? 

A.   It's  a  system  for  moving  information  between 
devices  located  on  the  same  premises.  Now 
that  calls  for  some  further  definitions.  By 
"information,"  we  mean  data,  voice,  text, 
graphics  or  image.  By  "devices,"  we  mean  big 
computers,  personal  computers  or  other 
workstations,  printers,  telephones,  scanners, 
files,  sensors  and  actuators,  and  PBXs.  By 
"same  premises,"  we  mean  office  building, 
manufacturing  plant,  hospital,  campus  or  other 
geographically  confined  area.  In  short,  and 
quite  simplified,  a  LAN  is  one  way  of 
connecting  all  these  devices  to  each  other. 

Q.  There  seem  to  be  a  number  of  different 
kinds  of  LANs.  Why  the  variety? 

A.  The  reason  there  are  different  LANs  is  because 
different  work  situations  have  different  needs 
and  different  cost  considerations.  For  instance, 
one  type  of  network  is  capable  of  linking 
different  kinds  of  computers,  workstations  and 
other  devices  throughout  a  building  or  campus. 
Ibis  allows  for  the  exchange  of  information 
and  thz  sharing  of  resources  and  large  data 
ba=  s's  a  need  for  a  network 

sPef  i  So  interconnect  personal 


computers.  There's  also  the  need  for  a  special 
"industrial"  LAN  to  meet  the  unique 
requirements  of  manufacturing  plants.  And 
there  may  be  other  networks  developed  to  meet 
other  needs. 

Q.  What  if  I  want  to  link  all  the  devices  in 
my  building? 

A.    IBM  is  developing  a  way  to  get  all  the  devices 
in  a  building  to  communicate  with  each  other 
using  established  computer  and 
communications  architectures.  This  will  allow 
the  mainframe  computers,  companywide 
systems,  smaller  departmental  clusters  and 
even  individual  workstations  to  interact  and 
share  files,  applications  and  peripherals. 

We  believe  this  general  purpose  LAN, 
utilizing  "token-ring"  technology,  will  provide 
the  greatest  flexibility  and  connectivity  for 
different  departments,  workstations  and 
systems.  Other  major  benefits  of  this  LAN 
technology  will  be  very  high  reliability, 
predictability  of  performance,  and  greater 
overall  network  management  capability. 

The  token-ring  LAN  will  use  the  IBM 
Cabling  System  as  its  foundation. 
Currently  being  installed,  the  IBM  A 

Cabling  System  provides  the  immediate 
benefits  of  a  common  cabling  solution  for  most 
IBM  systems  and  workstations. 
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Q.  Suppose  I  only  need  to  connect 
personal  computers? 

A.    We  recently  announced  an  IBM  PC  Network 
that  allows  a  department,  small  company  or 
remote  location  to  interconnect  IBM  Personal 
Computers.  This  low  cost  network  lets  PC  users 
share  files  and  printers,  and  send  messages 
from  one  PC  to  another.  The  PC  Network  also 
lets  users  access  application  programs  and  data 
bases  in  larger  IBM  System/370  computers. 

Q.   What  about  a  LAN  for  manufacturing 
plants? 

A.    We  intend  to  offer  an  industrial  LAN  which 
will  allow  factory  floor  data  collection  and 
interconnection  of  robotic  systems,  machine 
tools,  numerical  processors  and  industrial 
computers. 

Q.   And  if  I  wanted,  could  I  connect  these 
different  networks  to  each  other? 

A.    IBM  has  announced  that  its  planned  token-ring 
LAN  will  also  act  as  a  "backbone"  connecting 
these  different  networks.  Each  network  will 
have  the  ability  to  communicate  with  IBM 
System/370  host  computers  and  applications. 

Q.  What  if  I'm  still  not  sure  which  way 
to  go? 

A.    Choosing  a  LAN  is  a  business  decision  that  will 
vary  from  company  to  company,  and  from 
department  to  department.  Remember  that 
LANs  are  just  a  portion  of  your  company's 
overall  telecommunications  solution — a 
solution  that  should  be  developed  in  a  planned, 
structured  and  manageable  way.  If  you'd  like 
some  help  in  figuring  out  the  answer  that  will 
best  suit  your  needs  today  and  in  the  future, 
call  IBM. 

There's  a  lot  more  to  be  said  about  LANs 
and  telecommunications.  If  you'd  like  a  free 
copy  of  "Positioning  Local  Area  —   — 

Networks,"  call  1  800  IBM-2468,   =    ==  r== 
Ext.  7,  or  return  the  coupon.         —^—  S  "  = 


[Tbm  io 

Local  Area  Networks,  Dept.  7 
900  King  Street 
Rye  Brook,  NY  10573 

CD  Please  have  an  IBM  representative  call  me. 

O  Please  send  me  "Positioning  Local  Area  Networks." 

Name  Title 

r.nmpany 

Address, . 

City 

I    Phone 
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-State. 
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Forbes 


Buyers,  cautiously  picking  their  way  through  the  debris  of  last 
years  blowup  in  the  new  issues  market,  are  moving  back  in, 
looking  beyond  high  tech.  Is  there  a  new  boom  in  the  making? 


Purgatives  and  prosperity 


By  Richard  Phalon 


Is  prosperity  once  again  following 
purgation  in  the  new  issues  mar- 
ket? The  answer  at  the  moment 
seems  to  be  a  mild  and  surprising 
yes — surprising  because  the  self-cor- 
recting dose  of  sulfur  and  molasses 
administered  to  a  runaway  market  in 
new  issues  last  year  left  many  inves- 
tors with  truly  devastating  losses. 
Holders  of  such  well-sponsored  high- 
tech  issues  as  Information  Science 
Inc.,  Datasouth  Computer  Corp.  and 
Biogen  N.V.  are  still  nursing  losses  of 
60%  to  70%. 

Beginning  with  the  big  bull  runup 
of  August,  however,  and  despite  the 
Ferdinand-like  timidity  the  market 
has  shown  since  then,  a  measure  of 
optimism  began  trickling  back  into 
new  issues.  According  to  Norman 
Fosback,  editor  of  the  Fort  Lauder- 
dale-based  New  Issues  newsletter,  the 
tally  for  the  month  was  48  initial  pub- 
lic offermgs  with  a  total  value  of  $435 
million.  7k  was  the.  biggest  dollar 
showing  for  IPOs  since  January,  when 
the  last  bit  of  debris  that  had  been  in 
the  registrat-o    .  slid  into  The 

Street. 

Fast-moving  such 

as  Morgan  Stanley  £ 
Webber  Inc.  were  q 
window   open   in    Auj 
month  for  which  ther< 


IPO  numbers.  Paine  Webber  brought 
out  Altron  Inc.,  a  Wilmington,  Mass. 
producer  of  fine-line  printed  circuit 
boards,  at  10.  The  stock  quickly 
moved  to  around  12%,  a  premium  of 
27.5%.  The  Morgan  Stanley  float  of 
Massachusetts  Computer  stirred  up 
so  much  advance  interest,  some  of  it 
institutional,  that  the  underwriter 
was  able  to  raise  its  tentative  opening 
price  ( 1 1  to  13)  to  a  final  offer  of  14'/4. 


That's  just  about  where  the  stock  is 
trading  now. 

The  high-tech  whiff  of  those  issues 
is  all  too  reminiscent  of  the  craze  that 
ultimately  drove  last  year's  market  to 
unsustainable  heights.  There  are  dif- 
ferences in  the  current  boomlet.  One 
of  them — Mass.  Comp.  and  Altron 
notwithstanding — is  the  compara- 
tively limited  number  of  tech  issues 
that  have  been  brought  out. 


The  big  ten 


There  have  been  losers,  too,  but  of  the 
summer's  major  new  issues,  more  than 
50%  are  trading  above  the  initial  price. 
High  tech,  though,  is  no  longer  the  word, 
as  the  diversity  of  these  gainers  shows. 


-Price- 


Company 


initial  % 

offering     current        gain 


Micron  Technology 


14 


403/g 


188% 


Medco  Containment  Svcs 


14 


233/4 


70 


Stuarts  Department  Stores 


7Vi 


12l/2 


67 


3Com 


9% 


62 


Arthur  J  Gallagher 


133/4 


21% 


58 


Chili's 


15 


23  Va 


55 


Russ  Bertie 


14 


20»/2 


46 


Audio/Video  Affiliates 


It 


153/4 


43 


Clear  Channel 


10 


14% 


42 


WH  Brady 


20 


263A 
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Source:  New  Issues  newsletter. 
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His  margins  are  insaaaaaane 


If  you  live  anywhere  near  New  York,  you  know 
"Crazy  Eddie."  He's  the  sometimes  amusing,  always 
raucous  discounter  who  spends  better  than  $5  million  a 
year  on  radio  and  TV  plugging  the  "insane  prices"  of  the 
video,  audio  and  stereo  goods  his  chain  peddles  within  a 
50-mile  radius  of  the  New  York  metropolitan  area. 

The  Crazy  Eddie  you  see  on  TV  is  an  actor,  construct 
of  some  advertising  agency.  But  there  is  also  a  real 
guy — Eddie  An  tar,  36,  who  started  his  chain  of  14  stores 
from  scratch  15  years  ago.  Eddie  is  crazy 
like  a  fox  and  his  profit  margins  are  insane. 
Before  taxes  and  some  very,  very  substantial 
pension  plan  contributions  in  fiscal  1983, 
Eddie's  profit  ratios  ran  to  4.2%  on  sales — 
respectable  for  a  discounter — and  an  in- 
credible 157%  of  equity. 

Eddie  and  his  father,  Sam — CEO  and 
executive  vice  president,  respectively — 
have  just  capitalized  handsomely  on  those 
margins.  They  did  so  by  including  some  600,000  of 
their  own  shares  in  the  2-million-share  initial  public 
offering  Crazy  Eddie,  Inc.  recently  put  on  the  block  at 
$8  a  share.  Since  the  two  and  several  other  members  of 
the  Antar  family  still  own  nearly  two-thirds  of  the 
company,  the  $4.8  million  they  pulled  out  is  some- 
thing of  a  downpayment. 

Eddie's  marketing  strategy  is  as  simple  as  it  is  bril- 
liantly executed:  Put  most  of  the  promotional  spin  on 
the  Crazy  Eddie  name,  rather  than  any  particular  brand 
or  the  specifics  of  those  "insane  prices."  The  success  of 
the  pitch  shows  in  Eddie's  sales  curve — up  from  $43.3 
million  in  1979  to  $137.5  million  in  fiscal  1984.  Some 


of  that  gain,  of  course,  reflects  new  stores;  the  chain  has 
grown  from  3  outlets  in  1975  to  what  Antar  hopes  will 
become  17  by  Christmas.  But  average  net  sales  per  store 
have  also  increased — from  $7.3  million  in  fiscal  1979  to 
$10.6  million  last  fiscal  year. 

With  this  kind  of  growth,  Crazy  Eddie  now  has 
enough  clout  to  deal  directly  with  manufacturers  on 
very  advantageous  terms.  Economies  of  scale  show  up, 
too,  in  advertising  costs,  which  rose  from  $2.4  million 
to  $5.4  million  between  1981  and  last  fiscal 
year  in  absolute  terms,  but  declined  as  a 
percentage  of  sales  from  1.2%  to  0.7%. 

While  the  sales  curve  has  been  spectacu- 
lar, Crazy  Eddie's  bottom  line  hasn't  looked 
all  that  great.  As  a  privately  owned  com- 
pany, Crazy  Eddie  typically  footed  the  bill 
for  a  generous  pension  plan.  The  idea  was  to 
take  some  of  the  sting  out  of  the  tax  bite.  In 
the  last  couple  of  years,  for  example,  pen- 
sion contributions  have  run  to  as  much  as  three  or  four 
times  reported  earnings. 

Also,  not  atypical  of  many  privately  owned  concerns, 
there  have  been  real  estate  deals  and  loans  between  the 
company  and  its  principals.  The  Crazy  Eddie  prospec- 
tus says  all  the  insider  stuff,  and  the  rich  pension 
spending,  is  over  now  that  Eddie  Antar's  creation  has 
become  a  public  company.  With  the  jettisoning  of  the 
old  pension  plan,  the  bottom  line  in  the  year  ended  May 
31  sweetened  considerably — from  18  to  75  cents  a 
share.  That  doesn't  mean  Antar  and  the  family  won't 
continue  to  do  all  right,  but  the  new  maturity  is  just 
one  more  sign  that  Eddie  is  crazy  like  a  fox. — R.P. 


"I've  never  seen  such  diversity,  so 
many  different  kinds  of  companies," 
says  Fosback.  "The  market  has  yet  to 
focus  on  any  particular  group."  The 
range  has  been  from  health  care 
(American  Healthcare  Management, 
Inc.)  and  pickup-truck  bed-liners 
(Durakon  Industries,  Inc.)  to  educa- 
tional courses  (The  Learning  Annex, 
Inc.)  and  pari-mutuel  betting  systems 
(United  Tote,  Inc.).  Even  Crazy  Eddie, 
the  showy,  New  York  City  discount- 
er, has  gotten  into  the  act  after  15 
years  of  pushing  electronic  goods  as  a 
private  company  (see  box). 

A  sampling  of  the  wares  coming  to 
market  suggests  a  distinct  improve- 
ment in  quality  and  a  marked  diminu- 
tion in  multiples  and  prices.  Both 
Mass.  Comp.  and  Akron,  for  example, 
drew  their  early  financing  from  such 
savvy  venture  capitalists  as  Greylock 
Partners  &  Co.,  J.H.  Whitney  &.  Co., 
Hambrecht  &  Quist,  Claflin  Capital 
and  Ampersand  Associates.  Both 
companies  had  at  least  three  years  of 
operating  experience  to  their  credit 
and  even  an  established  product  line 
to  sell.  That's  more  than  could  be  said 
for  much  of  the  highly  marginal  stuff 


that  got  shoved  out  the  door  while  the 
guns  of  August  1983  were  booming. 

Multiples  are  still  well  above  the  7 
or  9  times  earnings  at  which  such 
solidly  entrenched  items  as  Exxon  or 
Reynolds  Industries  are  respectively 
priced,  but  not  outrageously  so.  Al- 
tron,  for  example,  was  pegged  at  just 
under  15  times  the  67  cents  a  share  it 
earned  last  year.  "The  typical  offer- 
ing," says  Fosback,  "is  coming  out  at 
half  to  two-thirds  the  price  it  would 
have  commanded  last  year." 

There  have  been  some  big  winners 
in  the  new  issues  market  this  year,  of 
course  (see  table),  but  comparatively 
few  stocks  are  jumping  to  the  big  pre- 
miums that  marked  the  1983  boom. 

One  more  sign  of  how  much  more 
cautious  investors  have  become  is  in 
the  open  recommendations  of  The  Val- 
ue Line  New  Issues  Service.  Seven  of  the 
ten  stocks  floated  this  year  on  which 
the  advisory  firm  has  a  buy  or  hold  tag 
have  gone  up  in  price,  several  by  20% 
or  more.  All  but  3  of  17  such  stocks 
floated  last  year,  on  the  other  hand, 
are  selling  below  the  original  offer — 
in  many  cases,  substantially  below. 
Investors  seem  to  be  shying  away 


from  damaged  goods. 

It  could  well  be,  of  course,  that 
there  are  real  values  to  be  found  in  the 
ashes  of  those  burned-out  cases.  All 
markets  tend  to  excesses,  and  that 
includes  purgatives  as  well  as  mood 
elevators.  At  the  moment,  though,  in- 
vestors seem  to  feel  safer  riding  along 
with  modest  success.  (And  success 
there  has  been.  According  to  Howard 
&  Co.'s  Going  Public:  The  IPO  Reporter, 
54  of  100  new  issues  put  on  the  block 
between  mid-June  and  the  end  of  Au- 
gust are  trading  above  their  offering 
prices.) 

For  the  new  issues  market,  those 
are  not  bad  odds.  They  seem  to  rein- 
force the  idea  that  the  speculative 
money  has  been  squeezed  out  and  has 
left  the  turf — for  the  moment,  any- 
way— to  longer-term-oriented  inves- 
tors. Will  this  boomlet  last?  Can  it 
continue  to  pick  up  momentum?  The 
answer  to  those  questions  depends 
pretty  much  on  what  the  stock  mar- 
ket as  a  whole  does.  In  the  meantime, 
ponder  another  of  those  great  Roth- 
schildian  dicta:  The  time  to  buy  rents 
is  when  blood  is  running  in  the 
streets.  ■ 
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Few  people  in  Canada  are  interested  in  ^l^t^S^^^Z 
Dome  Petroleums  proposed  new  equity 
offering.  That's  why  Dome  plans  to  sell  it  so 
hard  in  the  U.S. 


The  Chrysler 
of  the  North 


By  Jack  Willoughby 


A  key  element  of  Dome  Petro- 
leum Ltd.'s*  new  rescue  pack- 
b  age  involves  raising  $266  mil- 
lion in  equity  capital.  The  idea  is  to 
boost  the  morale,  and  s'ecurity,  of  the 
troubled  company's  54  lenders.  So 
Dome  churned  out  an  inch-thick  draft 
prospectus  in  June  and  planned  to  sell 
stock  early  in  October. 

Sure,  the  company  has  $4.5  billion 
in  debt  and  lost  $840  million  last  year. 
But  the  script  called  for  cast- 
ing f.  Howard  Macdonald, 
Dome's  new  chairman,  as  a 
Canadian  Lee  Iacocca — the 
perfect  man  to  turn  things 
around  and  to  create  big 
gains  for  shareholders.  Un- 
fortunately, there  are  prob- 
lems. Dome  seems  likely  to 
miss  its  Oct.  5  deadline,  and 
plans  for  rescheduling  are 
uncertain. 

The  Calgary-based  oil  and 
gas  producer  was  once  an  in- 
stitutional favorite,  of 
course.  Its  shares  traded  at 
over  $20  during  the  energy 
boom,  and  investors  liked 
the  vast  reserves  and  the  po- 
tential of  a  big  Beaufort  Sea 
strike.  The  company's  chair- 
man, dubbed  "Smiling  Jack" 
Gallagher  on  Wall  Street, 
promoted  Dome  so  smoothly 
that  some  60%  of  its  shares 
are  held  in  the  U.S. 

Dome  fell  on  hard  imes  in 
1981.  It  began   the  Kidding 
war  for   Conoco 
rowed  $3  billion  to  a< 
Hudson's  Bay  Oil  &.  Gas — 
just  at  a  time  when  ini 
rates   increased  and   energy 
prices  fell.  Now  Dome  shares 


sell  for  just  over  $2.  Critics  question 
the  value  of  its  hard-to-reach  oil  and 
gas  holdings. 

The  idea  behind  the  offering  is  sim- 
ple. Macdonald,  who  came  to  Dome 
from  Royal  Dutch/Shell  and  replaced 
Gallagher  as  chief  executive  last  year, 
aims  to  build  credibility  with  bank- 
ers. They  already  have  agreed  to 
stretch  debt  repayments,  and  several 
will  make  another  $360  million  avail- 
able if  the  stock  sale  proceeds.  "If  not, 
every  lender  will  have  a  good  look," 


ome  Petroleum 's  Macdonald 
Mot  willing  to  work  for  $1  a  year. 


certainly  be  a  setback." 

One  alternative  is  for  Dome  to  dis- 
pose of  assets — perhaps  part  of  its  big 
stake  in  Dome  Mines,  Canada's  larg- 
est gold  producer.  But  now  it  is  a 
buyer's  market,  both  for  petroleum 
and  for  mineral  reserves.  John  S.  Her- 
old,  the  respected  Connecticut  ap- 
praisal firm,  valued  the  Dome  stock  at 
$1.40  in  August.  That  is  40%  below 
the  current  price. 

In  better  times  things  could  be 
different,  and  Dome's  position  may 
improve  as  a  result  of  the  recent 
Canadian  elections.  The  new  Con- 
servative government  could  move  to 
eliminate  some  painful  energy  regu- 
lations. "Dome  might  be  a  wonder- 
ful investment,  though  there  is  a 
high  risk,"  explains  Bill  Magee,  an 
analyst  at  the  investment  firm  of 
Nesbitt  Thomson  Bongard  in  Toron- 
to. He  values  the  company's  assets  at 
over  $5  a  share,  even  after  the  dilu- 
tion of  the  offering. 

But  not  everyone  is  as  optimistic. 
The  response  to  Dome's  proposed  of- 
fering was  unusually  chilly  in  Cana- 
da, which  is  why  there  should  be  a 
major  push  to  sell  stock  in  the  U.S. 
and  Europe.  "Look  at  the  fundamen- 
tals, and  you  wouldn't  touch  this  with 
a  10-foot  pole,"  says  a  skepti- 
cal analyst.  "Dome  has  al- 
ways believed  in  the  greater- 
fool  theory.  And  in  this  case 
they're  betting  that  everyone 
will  think  Howard  Macdon- 
ald is  the  next  Lee  Iacocca, 
and  that  this  perception  will 
sell  the  deal.  I  think  the  U.S. 
investor  will  bite." 

That  comparison  falls 
apart,  however,  when  you 
look  at  executive  compensa- 
tion. Lee  Iacocca  toughed  out 
the  rough  times  at  Chrysler 
as  a  $l-per-year  man.  Not 
Scotsman  Macdonald.  His 
$500,000-a-year  salary  is  paid 
in  U.S.  dollars.  His  hefty 
benefits  and  other  perks  are 
secured  by  a  $3  million  trust 
fund  (set  up  last  year  by 
Dome)  beyond  the  reach  of 
corporate  creditors.  Macdon- 
ald gets  options,  too — 3  mil- 
lion Dome  shares  at  $4.46 
each — but  he  is  guaranteed  a 
$760,000  profit  even  if 
they're  worthless. 

Besides,  there's  more  than 
enough  in  the  trust  fund  to 
buy  a  first-class  ticket  back 
to  London,  if  Dome  should 
go  under.  ■ 
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Does  a  company  have  a  responsibility  to 
make  accurate  public  statements?  Carna- 
tion apparently  doesn't  think  so. 


Silence 
was  golden 


By  Thomas  O'Donnell 


It's  a  rare  deal  on  Wall  Street 
that  makes  everyone  happy.  But 
the  recently  announced  takeover 
of  Carnation  by  Nestle  comes  close. 
The  only  unhappy  participants  may 
well  be  shareholders  who  believed 
Carnation  was  not  involved  in  take- 
over negotiations. 

From  the  time  that  merger  rumors 
began  circulating  in  June,  when  Car- 
nation stock  was  selling  in  the  mid- 
50s,  until  Sept.  4,  when  Nestle  agreed 
to  pay  $83  a  share,  Carnation  denied 
anything  was  going  on.  According  to 
the  tender  offer,  negotiations  between 
the  two  large  food  companies  began 
on  July  19.  Yet  on  Aug.  7,  after  Carna- 
tion shares  had  risen  4V8,  to  66  Vs, 
Treasurer  Michael  Malone  said  there 
were  "no  corporate  developments 
that  would  account  for  the  stock  ac- 
tion." Another  denial  followed  on 
Aug.  21. 

"[Insiders  and  arbitragers]  knew 
what  was  going  on,"  contends  analyst 
William  Leach  of  Donaldson,  Lufkin 
&  Jenrette.  They  were  smart  enough 
not  to  believe  the  company's  denials. 
Says  one  pro:  "They  [small  investors] 
have  made  a  lot  of  money  as  it  is,  so 
they're  really  not  losing.  They're  just 
not  getting  that  final  little  shot."  With 
nearly  35  million  shares  outstanding, 
that  final  little  shot  since  Malone 's 
Aug.  7  denial,  about  a  $17  price  rise, 
comes  to  almost  $600  million. 

Did  Carnation  do  anything  wrong? 
Laws  governing  takeovers  are  still 
evolving  and  hotly  contested.  Accord- 
ing to  Joseph  Connolly,  who  runs  the 
Securities  &  Exchange  Commission's 
Office  of  Tender  Offers,  in  general, 
companies  are  not  required  to  dis- 
close merger  negotiations.  That  right 
to  silence  was  upheld  last  year  by  the 


Second  Circuit  Court  of  Appeals  in 
New  York  in  Reiss  v.  Pan  American 
World  Airways. 

"But  if  a  company  is  going  to  open 
its  mouth,  it  must  speak  honestly," 
says  Connolly.  In  a  more  recent  case, 
Schlanger  v.  Four-Phase  Systems,  Inc.,  a 
New  York  district  court  ruled  that 
Four-Phase  should  have  told  the  New 
York  Stock  Exchange  that  it  was  in- 
volved in  merger  talks  when  its  stock 
was  trading  heavily. 

Carnation  has  plenty  of  defenders 
on  The  Street.  "I  don't  look  at  it  as  a 
very  big  deal  at  all,"  says  Merrill 


Lynch  analyst  William  Maguire.  "As 
long  as  the  investment  community 
knows  that  it's  going  on  and  you're 
dealing  with  a  secretive  company  like 
Carnation,  you  expect  it." 

That  begs  the  question.  What  if  an 
open  auction  had  been  held  for  Carna- 
tion? The  $3  billion  paid  by  Nestle  in 
this  deal — the  biggest  nonoil  com- 
pany merger  in  history — was  about  14 
times  this  year's  expected  $215  mil- 
lion or  so  in  earnings.  That's  in  line 
with  other  merger  premiums.  But  it 
could  conceivably  have  been  higher. 

Take  a  look  at  what  happened  when 
Stokely-Van  Camp,  another  large  food 
company,  announced  a  leveraged 
buyout  for  $55  a  share  in  late  1982.  In 
July  1983  Pillsbury  offered  $62  a  share 
for  the  company,  which  suddenly  re- 
alized it  could  get  even  more.  Later 
Stokely-Van  Camp  went  to  Quaker 
Oats  for  $77  a  share. 

So  why  was  Carnation  so  secretive? 
No  one  knows,  and  Carnation  is  now 
mute.  But  keep  in  mind  that  the 
merger  is  the  latest  in  a  long  and  con- 
tinuing list  of  U.S.  companies  taken 
over  by  Europeans,  who  like  to  wheel 
and  deal  in  secret  and  don't  like  U.S. 
regulations  and  red  tape — including 
disclosure  requirements. 

That  red  tape,  of  course,  has  a  pur- 
pose— to  ensure  that  all  shareholders, 
including  small  investors,  are  treated 
equally.  ■ 


Summer  fun 

A  summer  rally  certainly  took     Labor  Day.  That  was  when  the 
place  in  Carnation's  stock.  The     long-rumored  takeover  offer  by 
shares   appreciated   nearly   40%     Switzerland-based    Nestle     S.A. 
between  June  20  and  the  day  after     was  announced. 

Date 

Closing 
price 

That  day's 
move 

Comments 

June  20 

58V2 

+  1 

Wall  Street  Journal's  "Heard  on  the  Street"  column 
identifies  Carnation  as  takeover  target 

July  3 

64 '/2 

+  V/i 

Stuart  Family  said  to  be  selling  its  35%  stake  in 
Carnation.  Company  says  it  knows  of  no  reason 
stock  is  up 

July  16 

61 

-2% 

Drexel  Burnham  takes  Carnation  off  "buy"  list 

July  19 

63% 

+  2% 

Takeover  negotiations  begin  with  Nestle 

Aug  7 

66  Vs 

+  4>/8 

Treasurer  Michael  Malone  says,  "There  is  no  news 
from  the  company  and  no  corporate  developments 
that  would  account  for  the  stock  action" 

Aug  21 

72 

+  2 

Company  says  it  knows  no  reason  for 
surge  in  its  stock  price 

Aug  30 

74'/8 

+  ll/4 

No  comment  from  company 

Aug  31 

75!/2 

+  1% 

No  comment  from  company 

Sept  4 

79'/2 

+  4 

Nestle  announces  an  agreement  to  acquire  Carnation 
at  $83  per  share,  for  a  total  of  $3  billion 
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Atari's  Jack  Tramiel  looks  ready  to  ask  Wall 
Street  for  $150  million  to  help  him  clean 
Commodores  clock.  He  11  probably  get  the 
money,  and  he  just  might  clean  the  clock. 

The  second 
time  around 


By  Anne  Bagamery 


Can  Commodore  International 
founder  and  CEO  Jack  Tra- 
miel, ousted  early  this  year  and 
now  two-thirds  owner  of  Atari  Corp., 
build  two  billion-dollar  companies  in 
one  lifetime? 

On  Sept.  13,  behind  the  closed 
doors  of  an  elegant  suite  of 
San  Francisco's  Mark  Hop- 
kins Hotel,  Tramiel  told  a  se- 
lect group  of  venture  capital- 
ists he  would  build  Atari's 
sales  from  $500  million  now 
to  "$1.2  billion  to  $1.5  bil- 
lion" by  next  year,  according 
to  an  attendee.  So,  Tramiel 
told  his  audience,  he  intends 
to  raise  $50  million  through 
the  sale  of  debentures  by 
year's  end.  Nothing  final, 
mind  you.  But  he  went  on  to 
suggest  that,  in  exchange  for 
"competitive"  rates  on  the 
debentures,  backers  would 
be  able  to  convert  $10  mil- 
lion of  the  debentures  into 
between  2%  and  4%  of  Atari 
common  when  Tramiel  takes 
company  public. 

Tramiel  said  he  intends  to  make 
one  $50  million  public  offering  next 
year,  another  for  the  same  amount  in 
1986.  (The  funding  would  be  over  and 
above  a  heavy  cash  infusion  Tramiel 
is  reportedly  asking  from  Steve  Ross 
of  Warner  Communications,  which 
still  owns  a  third  of  Atari.) 

Will  the  venture  capitalists  pony 
up?  Probably.  If  Tramiel  can  rebuild 
Atari  into  what  $1.2  billion  (sales) 
Commodore  now  is,  4%  of  the  com- 
pany would  be  worth  $40  million.  As 
one  money  man  who  listened  to  Tra- 
miel's  pitch  told  Forbes:  "Hundreds 
of  little  startups  with  negative  earn- 


ings and  nobody  special  in  manage- 
ment get  financing  every  year.  But 
this  is  a  startup  with  $500  million  in 
sales  and  Jack  Tramiel,  for  God's  sake. 
I  have  no  doubt  he'll  get  financing." 

Tramiel  is  the  Woody  Hayes  of  the 
low-priced  videogame  and  home  com- 
puter world.  To  those  who  know  him, 
he  is  tough,  self-assured  and  a  born 
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Atari's  Jack  Tramiel 

"$SOO  million  sales  and  Tramiel,  for  God's  sake 


the 


scrapper  who  has  sailed  close  to  the 
edge  of  the  law  in  the  past  (Forbes, 
Jan.  17, 1983) — but  remember  what  he 
'  did  with  Commodore.  In  1980  Com- 
modore earned  $16  million  on  sales  of 
$126  million.  Last  year  it  netted  $88 
million  on  sales  of  $681  million. 

It  was  clear  at  Tramiel's  Mark  Hop- 
kins meeting  that  he  intends  to  re- 
build Atari  exactly  as  he  built  Com- 
modore— by  buying  low-cost,  high- 
quality  components  from  suppliers 
eager  to  build  a  market  presence, 
building  computers  cheaply  and  get- 
ting mass  retailers  like  Sears  to  pick 
up  promotion  costs. 

For  the  Christmas  season  Tramiel 
will  ship  an  updated  version  of  the  old 


Atari  800XL  home  computer.  The 
new  version  is  rumored  to  include  a 
voice  chip  that  reproduces  music  and 
congratulates  winning  videogame 
players.  The  old  Atari  XL  is  priced  in 
Sears'  fall  catalog  at  $188,  down  from 
$200  this  spring.  The  new  800XL  will 
probably  also  be  priced  around  $190, 
jostling  the  Commodore  64,  priced  by 
Sears  at  $200. 

"They're  equivalent  machines,  and 
they'll  be  priced  in  the  same  range," 
says  Montgomery  Securities  comput- 
er analyst  David  Lawrence,  who 
helped  arrange  Tramiel's  Mark  Hop- 
kins meeting. 

Early  next  year,  assuming  he  makes 
it  through  Christmas  and  gets  his  fi- 
nancing in  place,  Tramiel  said  he  will 
bring  out  a  full  line  of  low-priced 
home  computer  products.  An  indus- 
try source  says  the  line  will  include  a 
$59  printer,  a  16-bit  home  computer 
priced  above  the  800XL  and  a  home 
graphics  computer  with  three-dimen- 
sional design  capability  to  be  priced  at 
under  $1,000. 

Tramiel  may  have  a  head  start. 
Commodore  hopes  to  introduce  a  new 
product  from  Amiga,  which  it  ac- 
quired this  summer,  but  a 
$100  million  fraud  suit 
against  Amiga  by  Tramiel 
may  delay  the  introduction. 
Tramiel  told  the  money 
men  Atari  will  still  make  vi- 
deogames and  game  players. 
But  it  will  cut  the  price 
sharply  on  game  cartridges, 
which  sell  as  high  as  $37. 
One  attendee  said  Tramiel 
figures  to  keep  dealers  from 
his  throat  with  free  lower- 
priced  cassettes  to  supple- 
ment those  they  bought  at 
the  old  price,  or  with  rebates. 
Industry  observers  think 
80%  of  Atari's  sales  could 
come  from  the  new  home 

computer  products. 

Tramiel  faces  some  formidable  ob- 
stacles, including  the  availability  of 
appropriate  software  for  his  new  work 
station  computer  and  also  skepticism 
that  consumers  will  buy  $1,000  ma- 
chines from  the  likes  of  Sears  and 
Toys  "R"  Us.  But  an  asset  may  be  his 
former  colleagues  at  Commodore. 
"Whether  they  admit  it  or  not,  they 
are  undergoing  reorganization,"  says 
Montgomery  Securities'  Lawrence. 
"In  this  market  you  need  new  prod- 
ucts to  get  people  excited.  Commo- 
dore has  just  been  tripping  along." 

Put  it  this  way.  Jack  Tramiel  is  a 
survivor.  No  reason  to  think  he  can't 
survive,  and  prosper  in,  the  chaos  in 
low-priced  computers.  ■ 
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Want  to  know  what  it  takes  to  get  on  the 
fast  track  in  New  York  City?  The  very  fast 
track?  fust  ask  George  Klein. 

How  to  make  it  big 
in  New  York 
real  estate 


By  Jonathan  Greenberg 

BEFORE  THE  END  OF  OCTOBER, 
barring  nuclear  holocaust,  the 
top  elected  officials  of  New 
York  City  are  expected  to  approve  the 
man  who  will  tear  down  Times 
Square — the  "Crossroads  of  Amer- 
ica," the  place  the  nation  sees  on  TV 
every  New  Year's  Eve — and  build  a 
new  one.  The  only  person  in  the  run- 
ning for  this  prize  of  all  real  estate 
prizes  is  a  man  named  George  Klein, 
who  had  better  make  it  work,  because 
if  he  doesn't,  he  stands  a  good  chance 
of  going  bust. 

More  than  $1  billion  will  pass 
through  his  hands,  and,  if  all  goes 
well,  he  will  end  up  with  one  of  the 
great  real  estate  plums  in  New  York 
City  history:  four  giant  office  towers 
around  a  reborn  Times  Square,  in  the 
heart  of  Manhattan,  with  4. 1  million 
square  feet  of  office  space  and  gener- 
ous incentives  from  the 
city  that  could  make  him 
one  of  the  richest  men  in 
America. 

Yet  most  New  Yorkers 
have  never  heard  of 
George  Klein.  Klein  likes 
it  that  way.  He  avoids  the 
press.  For  all  the  miles  of 
copy  that  have  been  writ- 
ten in  New  York  about 
the  Times  Square  Rede- 
velopment Project,  there 
is  a  notable  lack  of  infor- 
mation about  the  man 
who  stands  to  benefit  the 
most  from  it.  He  refused 
to  be  interviewed  on  the 
record  for  this  article, 
claiming  his  equity  in  his 
projects  is  "minute."  "I 
was  simply  set  up  in  this 


business  as  a  salaried  executive,  rep- 
resenting wealthy  New  York  industri- 
alists," he  says.  But  he  has  represent- 
ed otherwise  to  persons  crucially  im- 
portant to  his  real  estate  interests. 

So  who  is  George  Klein,  and  how 
did  he  get  where  he  is? 

Real  estate  and  politics  inevitably 
cross  paths  in  New  York,  as  in  most 
places,  but  in  New  York  it's  rare  for 
one  man  to  make  waves  in  both. 
Klein,  now  45,  managed  the  trick, 
starting  in  1975  from  a  particularly 
unpromising  base.  His  family  owned 
New  York's  once-well-known  Bar- 
ton's candy  chain.  His  father,  the 
founder,  was  a  local  philanthropist. 
George  Klein  used  the  role  he  inherit- 
ed as  a  spokesman  for  Jewish  and  Is- 
raeli-American causes  to  cultivate 
important  politicians  on  the  local  and 
state  levels.  He  journeyed  often  to 
Albany  back  when  Nelson  Rockefel- 
ler was  governor.  Even  though  a  con- 


Model  of  planned  Times  Square  redevelopment 
First  the  basics,  then  the  bidding. 


servative  Republican,  Klein  reported- 
ly also  developed  contacts  with 
Charles  Goldstein  in  the  later  Carey 
administration,  then  a  highly  paid 
consultant  to  the  state's  deeply  trou- 
bled Urban  Development  Corp.,  and 
personal  attorney  to  Governor  Carey 
and  Carey's  secretary,  Robert  Mor- 
gado,  who  controlled  Carey's  office 
during  that  governor's  frequent  ab- 
sences. Klein,  inevitably  nicknamed 
"The  Candy  Man,"  became  a  valued 
liaison  with  politically  conservative 
Jews  of  New  York. 

He  cultivated  contacts  on  the  na- 
tional level  as  well.  Having  helped 
raise  local  money  for  Ronald  Reagan 
in  1980,  according  to  one  source, 
"There  is  no  question  that  he  is  one  of 
America's  most  influential  Jews  in 
the  Republican  Party."  During  the 
mid  to  late  1970s  Klein  ingratiated 
himself  with  New  York  Mayor  Ed 
Koch's  administration  by  lobbying 
congressional  contacts  on  behalf  of 
the  city  when  it  needed  federal  aid. 

What  has  all  this  got  to  do  with  real 
estate?  Read  on.  The  candy  business 
declined  and  the  family  share  was 
eventually  sold  in  1981  for  around 
$2.5  million.  His  family  had  tried  an 
ambitious  real  estate  project  in  Brook- 
lyn in  1975  that  was  minimally  profit- 
able. But  by  the  late  1970s  Klein  felt 
ready  to  try  the  big  leagues — Manhat- 
tan. A  well-known  real  estate  execu- 
tive says  Klein  likes  to  compare  real 
estate  to  the  candy  business.  "He  says 
the  candy  itself  is  not  important — it's 
how  you  package,  market  and  mer- 
chandise it,"  the  broker  explains. 
"You  have  to  create  an  image,  and 
that's  what  George  Klein  has  done." 

For  his  first  big-time  effort  Klein 
acquired  an  undesirably  small  site  at 
499  Park  Avenue  in  1978  and  began 
molding  his  image.  He 
hired  renowned  architect 
I.M.  Pei  to  design  a  slen- 
der glass  office  tower. 
Klein  also  hired  Mel  and 
Robert  Kaufman,  whose 
William  Kaufman  Organi- 
zation is  a  familiar  and  re- 
spected New  York  devel- 
oper. For  $200  an  hour,  as 
a  favor  to  a  mutual  friend, 
the  pair  walked  Klein 
through  the  critical  first 
half  of  the  construction 
process,  advising  him  on 
design,  materials  and  fi- 
nance. "He  was  very  inde- 
cisive," Mel  Kaufman  re- 
calls. "He  called  me  for 
everything  he  did — liter- 
ally everything — hiring  a 
man,     tying     his     shoe- 
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laces. ...  I  was  on  the  phone  with 
him  two  or  three  times  a  day." 

When  construction  began  in  1979, 
New  York  real  estate  was  just  rising 
out  of  a  depression,  and  Klein  needed 
rents  of  $30  a  square  foot  to  break 
even,  which  at  that  time  seemed  too 
high.  By  1982,  though,  he  had  signed  a 
lot  of  foreign  banks,  which  he  report- 
edly courted  through  his  overseas 
contacts,  by  pitching  his  building's 
"quality"  image.  It  was  a  genuine 
coup:  Most  of  499  Park  Avenue  rented 
at  well  over  $40  a  square  foot,  and 
cash  flow  is  now  reputed  to  exceed  $4 
million  a  year. 

Since  then,  though,  Klein's 
track  record  has  been  much  more 
modest.  An  undistinguished,  me- 
dium-size office  building  at  535 
Madison  Avenue  is  said  to  be 
profitable.  His  third  effort,  33 
Maiden  Lane,  in  Manhattan's  fi- 
nancial district,  is  soon  to  open. 
It's  reportedly  having  trouble 
finding  tenants — it's  only  half- 
rented — and  there  is  an  impend- 
ing office-space  glut.  Some  16 
million  square  feet  are  scheduled 
to  come  on  stream  around  Wall 
Street  over  the  next  four  years. 
Rentals  already  are  softening  be- 
low what  Klein  would  need  just 
to  break  even,  says  one  real  estate 
source. 

Klein  is  also  sitting  with  an- 
other building  site,  the  huge  va- 
cant lot  at  60  Wall  Street.  He 
picked  it  up  for  $50  million  in 
1983,  and  carrying  it  and  other 
vacant  sites  is  costing  millions 
annually  while  he  completes 
plans  for  a  huge  (1.7  million 
square  feet)  building  on  the  Wall 
Street  site.  (He  also  acquired  a 

number    of    properties    in    mid-     

town,  all  in  1981  and  1982.) 

Real  estate  gossip  has  it  that  George 
Klein  has  spread  himself  thin  in  the 
evident  hope  of  making  it  big.  If  so, 
and  if  the  downtown  real  estate  mar- 
ket doesn't  break  his  way,  he  could  be 
in  real  trouble. 

But  all  of  this  has  been  only  the 
preliminary  to  the  main  event:  Times 
Square.  In  1980,  while  Klein  was  still 
building  his  glass  tower  on  Park  Ave- 
nue, the  city  and  the  state  looked  at 
the  Times  Square  area,  which  long 
ago  degenerated  into  a  drugs-and-sex 
half-world  where  the  cops  sometimes 
patrol  in  teams  or  four,  and  decided 
the  only  answer  was  to  tear  it  all 
down  and  start  fresh. 

The  state's  Urban  Development 
Corp.  and  the  city's  Pu  velop- 

ment  Corp.  got  together  and  deter- 
mined the  basics:  four  huge  office 
towers   totaling  4.1    miliio      square 


feet;  a  2.4-million-square-foot  mer- 
chandise mart;  a  hotel  complex;  ren- 
ovation of  nine  decaying  theaters;  and 
reconstruction  of  the  sprawling 
Times  Square  subway  station,  a  key 
ganglion  in  New  York's  vast  under- 
ground system.  They  asked  for  bids: 
Only  experienced  developers  need  ap- 
ply. Preference  would  be  given  to  bid- 
ders willing  to  take  on  the  whole  13- 
acre  project. 

In  1981  the  requests  went  out,  but 
very  few  responses  came  back.  Most  of 
the  major  players  in  New  York  real 
estate,  including  such  powerful  figures 


George  Klein  of  Park  Tower  Realty 

A  question  of  substance,  not  image. 


as  Seymour  Durst,  Donald  Trump  and 
Sam  LeFrak,  shied  away  from  the  po- 
litical entanglements  of  the  project. 
Notable  among  the  missing,  too,  were 
big  out-of-town  builders. 

In  the  end  only  four  serious  bidders 
showed  up  for  the  office  towers — all 
New  Yorkers — while  one  out-of- 
towner  bid  for  the  trade  mart.  Klein 
was  one  of  the  New  Yorkers.  The  oth- 
ers: Paul  and  Seymour  Milstein  of 
Milstein  Properties,  street-smart  cen- 
timillionaires  who  wanted  to  develop 
the  entire  project;  Larry  Silverstein  of 
Silverstein  Properties,  a  major  renova- 
tor of  New  York  buildings  with  a 
reputation  for  never  having  a  bad 
word  to  say  about  anybody,  who 
wanted  only  the  office  towers;  and 
Pockrose  Development  Corp,  a 
v  qller  (but  still  sizable)  residential 
developer  run  by  Tom  Elghanayan 
and  his  three  brothers,  who  owned 


half  the  parcel  under  one  office  tower 
site  and  wanted  to  develop  it  them- 
selves rather  than  see  it  condemned. 
The  Milsteins  and  Silverstein  were 
far  more  substantial  and  had  been  in 
real  estate  far  longer  than  George 
Klein.  But  he  evidently  had  other 
things  going  for  him.  "Klein  has  a 
very  good  way  of  selling  things.  He 
talks  about  a  building's  substance  and 
architecture  and  how  it's  going  to  be 
good  for  New  York,"  says  a  well- 
known  New  York  politician.  "He 
touches  base  with  the  do-gooders,  like 
the  Landmarks  Commission  and  the 
Municipal  Arts  Society.  He  has  a 
good  rep." 

Still,  all  things  considered,  you 
might  think  Klein  would  be  at  a 
heavy  disadvantage.  Not  so. 
There  ensued  a  peculiar  series  of 
events  that  almost  magically 
smoothed  away  all  the  obstacles 
in  George  Klein's  path  toward  de- 
veloping the  office  towers. 

In  early  1982  the  UDC  and  the 
PDC  changed  their  minds  on  a 
key  point.  They  suddenly  pre- 
ferred to  have  several  developers, 
rather  than  one,  build  the  site. 
That  weakened  the  Milsteins'  po- 
sition. Besides,  Larry  Graham, 
who  was  then  senior  vice  presi- 
dent and  chief  financial  officer  of 
the  state's  UDC,  told  Forbes  the 
Milstein  bid  did  not  conform  to 
UDC  requirements  for  a  parcel- 
by-parcel  breakdown.  "They're 
lying  to  you,"  Paul  Milstein  pro- 
tested to  Forbes.  "We  conformed 
in  every  shape,  manner  and  form 
to  the  bidding  process." 

There  is  at  present  no  way  for 
outsiders  to  verify  the  point.  The 
relevant  documents  are  still  un- 

available.  In  any  case,  the  other 

bidders  still  had  hopes  for  a  piece  of 
the  action.  Graham  told  Silverstein 
and  Klein  that  whichever  one  teamed 
up  with  Rockrose  first  would  "prob- 
ably" get  the  towers. 

By  Rockrose's  account,  Klein  made 
only  a  half-hearted  try  to  get  together. 
"My  guess  is  he  [Klein]  never  would 
have  done  a  deal  with  us— he  doesn't 
like  partners,"  judges  Tom  Elghan- 
ayan. Undeterred,  early  in  the  week  of 
Mar.  15,  Elghanayan  got  together 
with  Silverstein,  Paul  Milstein  and 
their  lawyers  at  a  breakfast  meeting  at 
Manhattan's  Hotel  Carlyle  and  began 
negotiating  a  consortium  to  compete 
against  the  seemingly  confident  Klein 
in  a  further  bidding  round. 

Why  had  Klein  become  such  a 
strong  contender  when  the  Milsteins 
couldn't?  A  major  developer  who 
avoided  this  project  points  out  that 
such  round-by-round  bidding  is  tailor- 
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AT&T  IS  IN 
MUSHROOMST 


Mushrooms?  AT&T! 
How?  With  our  people. 
People  who  can  show  a  small  mushroom  sup- 
plier in  the  Cascade  mountains  of  Washington 
how  to  use  our  AT&T  Long  Distance  Service 
to  obtain  orders  from  restaurateurs  all  over 
the  country. 

So  the  orders  can  go  out  immediately, 
because  the  mushrooms  are  perishable, 
and  time  is  critical. 

And  the  restaurateurs  can  serve  a 
rare  and  exquisite  dish  like  Quail  Morels  to 
their  clientele. 

Our  specially  trained  people  can  show 
any  business  the  best  way  to  sell  what  they 
have  to  sell  with  AT&T  Long  Distance  Service. 
With  a  simple  telemarketing  program. 

Just  one  way  the  people  at  AT&T  Commun: 
cations  are  thinking  about  your  business  in  ways 
you  never  thought  of. 

We  have  specialists  for  your  size  business, 
whatever  business  you're  in. 

Our  people  can  help  you  improve  the  accuracy 
of  the  orders  you  place  or  fill.  And  help  you 
to  expand  your  market  or  your  territory. 

For  example,  you  can  use  AT&T  Long  Dis- 
tance Service  with  Remote  Call  Forwarding. 
What  that  does  is  allow  you  to  designate 
cities  anywhere  in  the  country  where  customers 
in  that  city  can  call  you  at  a  local  number. 
Or  AT&T  WATS.  A  highly  cost-efficient 


service  when ; 

business  involves  a  large  volume 

of  outgoing  long  distance  calls. 

Whatever  your  company's  needs  are,  our 
people  can  tailor  the  AT&T  Long  Distance 
Network  to  fit  them.  And  this  system  can  grow 
as  you  grow. 

To  find  out  more  about 
how  we're  thinking  about 
your  business  in  ways  you 
never  thought  of,  call  your 
Account  Executive  at 
AT&T  Communications. 
Or  1800  222-0400. 


AT&T 


©  1984  AT&T  Communications 
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made  for  political  games.  "It  wasn't  a 
sealed  bid  with  the  public  in  atten- 
dance," he  says.  "It  was  a  'convenient' 
bidding  process." 

Paul  Travis,  senior  vice  president  at 
New  York  City's  PDC,  told  Forbes 
Klein  was  a  strong  contender  because 
he  was  "very  impressed"  by  Klein's 
reputation.  "He  had  a  lot  of  experi- 
ence at  that  time,"  says  Travis — this 
was  about  one  year  after  Klein  had  put 
up  his  first  building.  "He  has  a  great 
eye  for  design,  and  we  had  a  lot  of 
confidence  in  him." 

The  UDC  and  PDC  then  decided  to 
make  life  even  more  interesting  for 
the  contestants.  On  Mar.  17  they  ab- 
ruptly notified  Klein  and  Silverstein 
by  telephone  of  a  deadline  for  a  final 
bid,  Monday,  Mar.  22,  5  p.m.  Why  all 
the  rush?  "Once  you  get  momentum 
in  a  bidding  process,"  claims  Graham, 
"you  have  to  move  quickly  and  create 
artificial  deadlines  so  that 
the  project  doesn't  drag 
along  or  fall  apart." 

The  bidding  process 
promptly  fell  apart.  The 
consortium  of  Silverstein, 
Milstein  and  Elghanayan, 
headed  by  Silverstein,  was 
hastily  confirmed  with  a 
handshake  on  Thursday, 
Mar.  18,  in  Silverstein's 
office.  (Silverstein  was 
about  to  leave  for  a  two- 
week  vacation  on  his 
yacht.  Despite  the  new 
deadline,  he  shoved  off 
the  next  day.)  The  consor- 
tium tried  to  coax  Klein 
into  joining  and  failed.  In- 
stead, a  bid  from  Klein,  in 
proper  order,  came  in  just 
under  the  deadline,  about 
4  p.m.  Monday,  Mar.  22.  By  all  ac- 
counts save  one,  as  we  shall  see,  a 
consortium  bid  never  materialized. 

Says  the  UDC's  Graham  of  the 
Monday  deadline,  "Silverstein  com- 
plained that  he  couldn't  give  us  the 
final  numbers.  I  said  fine,  just  tell  us 
the  group  offer  wouldn't  be  substan- 
tially different  than  the  individual 
bids."  Graham  acknowledges  he  did 
receive  a  letter  as  a  response  from 
Silverstein,  but  says  the  letter  did  not 
guarantee  what  he  wanted. 

That  letter  from  Silverstein  to  the 
UDC  and  the  PDC,  was  dated  Mar. 
19.  A  similar  letter,  also  dated  Mar. 
19,  apparently  was  sent  by  Silverstein 
to  at  least  one  consortium  member, 
and  a  copy  has  been  obtained  by 
Forbes.  There  is  one  small  but  crucial 
difference  in  the  two  versions:  Where 
the  letter  seen  by  a  Forbes  reporter  in 
the  UDC's  files  said  the  new  bid  "will 
be  acceptable  to  the  city  and  state," 


the  version  sent  to  the  consortium 
member  reads  "[the  proposal]  will  be 
more  favorable  to  the  city  and  the 
UDC  than  any  others."  Graham  says 
he  has  no  knowledge  of  this  second 
version.  The  UDC  now  says  it  can 
find  no  version  at  all  in  its  files. 

Silverstein,  already  hesitant  to  dis- 
cuss the  bidding,  stopped  returning 
Forbes'  phone  calls  when  asked  to 
explain  the  difference  between  the 
two  letters.  In  any  case,  it's  plain  that 
the  UDC  saw  no  reason  for  much 
delay.  "We  spent  a  day  or  two  agoniz- 
ing over  what  was  a  well-prepared, 
good  bid  from  Klein  and  a  nonbid 
from  Silverstein,"  Graham  told 
Forbes  in  summing  up  this  final 
round  of  bidding.  "We  decided  to  go 
with  Klein." 

(Paul  Travis  of  the  PDC  remembers 
it  all  quite  differently.  He  insists  the 
consortium  did  submit  a  collective, 


proposal  now.  That's  why  there's  no 
[specific,  formal]  consortium  propos- 
al— we  never  had  time  to  crystallize 
one.  So  we  said,  orally  and  in  writing, 
that  we'd  better  any  price  they  had. 
But  suddenly,  out  of  nowhere,  Klein 
was  designated."  Milstein's  opinion: 
"It  was  obviously  a  fix." 

After  all  that,  you  would  think  that 
George  Klein  would  at  last  be  in  the 
clear  on  Times  Square.  No,  big  real 
estate  deals  in  New  York  City  are 
rarely  simple.  The  developers  picked 
for  the  trade  mart  got  into  separate 
financial  trouble  and  were  removed 
from  the  project  in  November  1982. 
Suddenly  the  trade  mart  was  up  for 
grabs  again.  And  in  the  beginning  of 
1983  an  important  change  had  oc- 
curred in  Albany — Mario  Cuomo  suc- 
ceeded Hugh  Carey  as  governor.  Bad 
news  for  Klein.  In  the  much-needed 
housecleaning  at  UDC  that  Cuomo 


Street  scene,  42nd  Street  near  Times  Square 

Nearly  everyone  will  have  something  for  his  trouble 


economic  bid  before  the  deadline.  "It 
was  as  fair  a  process  as  I've  ever  seen," 
he  told  Forbes.  "The  city's  been  very 
consistent  about  this.  We  received 
two  economic  bids.  Klein  clearly  had 
the  best  bid,  and  it's  that  simple."  But 
Paul  Travis  is  alone  among  the  princi- 
pals in  his  clear  recollection  of  a  con- 
sortium bid.  That  includes  members 
of  the  consortium.) 

The  consortium  still  did  not  give 
up.  After  the  Mar.  22  deadline,  accord- 
ing to  sources,  the  consortium  again 
offered,  in  writing,  in  a  letter  to  both 
the  UDC  and  the  PDC,  to  beat  Klein's 
bid.  The  UDC  told  Forbes  that  no 
such  letter  is  in  its  files. 

Does  all  this  seem  mysterious?  Not 
to  Paul  Milstein.  "The  consortium 
was  formed  at  the  behest  of  the  UDC 
to  negotiate  a  price,"  he  says.  "We 
were  told  the  project  wouldn't  be  giv- 
en out  for  months.  Suddenly  they 
shifted  gears  and  said  they  needed  a 


began,  most  of  the  people 
who  occupied  the  upper 
echelons  when  Klein  was 
designated  were  swept 
out. 

Now,  early  in  1983,  the 
Milsteins  formed  a  new 
consortium  of  their  own 
and  made  an  attempt  for 
the  trade  mart. 

Why  should  this  bother 
Klein?  Simple.  Klein  evi- 
dently suspected  Milstein 
would  somehow  contrive 
to  turn  his  mart  structure 
into  low-cost  office  space 
that      would      undercut 
Klein's  four  office  towers. 
That  could  queer  the  proj- 
ect for  Klein.  What  to  do? 
By  late  June,  Klein  had 
his  move  ready.  First  he 
called  Paul  Milstein  and  demanded  a 
half-interest  in  the  mart  project.  Mil- 
stein did  not  warm  to  that  idea.  Mil- 
stein says  that  Klein,  not  surprised, 
then  countered,  "If  you  don't  give  me 
half  the  merchandise  mart,  I'll  make 
sure  you  don't  get  the  project." 

Behind  the  threat  was  a  clause  in 
Klein's  Times  Square  agreements  giv- 
ing him  the  option  to  take  on  the  mart 
if  the  original  developer  defaulted. 
Now  he  exercised  it,  teaming  up  with 
Dallas  developer  Trammell  Crow  to 
handle  the  new  deal. 

But  Cuomo  was  in  and  Carey  was 
out,  and  UDC's  Larry  Graham,  who 
had  been  so  helpful  before,  wanted 
Milstein  for  the  mart,  not  Klein — op- 
tion or  no  option. 

"I  felt  the  public  would  be  better 
served  and  there  would  be  greater 
strength  in  the  project  if  one  guy 
didn't  control  the  whole  project," 
Graham  now  says. 
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DON  BANKARD.  PROCESSING  SECTION  SUPERVISOR.  PG&E 


"ZIP+4  codes 
will  save 

Pacific  Gas  & 


Electric  Company 
$200,000  this  year." 


r 


MAIL  THIS  COUPON  TO  SEE  HOW  YOUR  COMPANY  CAN  SAVE,  TOO. 


PG&E  was  one  of  the  first  companies 
to  convert  to  ZIP+4  codes— the  Postal 
Service's  9-digit  system  for  First-Class 
Mail?  Now  its  once-a-month  mailing  to  4 
million  customers  is  made  at  considera- 
ble savings.  "About  $18,000  a  month," 
Mr.  Bankard  explained,  "is  purely  ZIP+4 
savings.  That's  on  top  of  our  Presort 
savings." 

As  for  the  conversion,  "we  contracted 
it  out.  And  got  it  done  for  less  than  ex- 
pected. All  the  conversion  costs  will  be 
paid  back  in  only  3  months." 

Find  out  how  the  ZIP+4  program  can 
work  for  you.  Complete  this  coupon.  For 
immediate  assistance  or  the  number  of  a 
local  postal  customer  service  repre- 
sentative, call  1  800  842-9000,  ext.  349. 


Please  check  your  line  of  business: 
D  Insurance,  D  Banking,  D  Manufacturing, 

□  Securities,  D  Utilities,  D  Education, 
D  Retail,  D  Government,  D  Publishing, 

□  Service  Company,  □  Other.  And  check 
your  yearly  First-Class  Mail  volume: 

□  Up  to  10,000,  □  10,001-50,000,  □  50,001- 
100,000,  □  100,001-1,000,000,  □  1,000,000+ 

U.S.  Postal  Service,  Regular  Mail  Services 

P  O  Box  2999 

Washington,  D.C.  20013-2999 

Name 


1 


Title. 


.Company, 


Address. 

City 

State 


ZIP. 


I 


ADDRESSING  TOMORROW  TODAY. 


©USPS  1984 


"I  started  my  business  not  far  from  this 

harbor,  and  it  will  always  seem  like  home 

to  me.  But  now  my  personal  finances 

are  sufficiently  complex  to  require  the  discreet 

attention  and  finesse  of  my  New  York  bank." 

New  England 
Marine  Outfitters 


Truly  private  banking.  Cash  management.  Credit 
services.  If  excellent  handling  of  such  affairs  concerns 
you,  please  contact  Mr.  Rodney  I.  Woods.  Senior  Vice 
President,  United  States  Trust  Company  of  New  York, 
45  Wall  Street,  New  York,  NY  10005.  (212)  806-4444. 

U.S/Irust 

When  you  do  something  very  well 
you  simply  cannot  do  it  for  everyone. 


Traders  in  world  markets 
for  over  a  century 


Market  Access 

through 

Countertrade 

Metallgesellschaft  Services  Inc.  - 
Leaders  in  countertrade  and  barter  services 
for  corporations  and  governments 
around  the  world 


METALLGESELLSCHAFT  SERVICES  INC.  REGIONAL  HEADQUARTERS: 

*Jison  Avenue,  NY  10022,  Telephone  (212)  715-5210 
Three  Quays,  Tower  HilL  London  EC3R  6DS,  TeL  (1)  626-4221 


Londt 


Hongkc;     ?90i  Edinburgh  Tower,  The  Landmark,  Telephone  (5)  213  631 
MEMBER  (LGESELLSCHAFT  GROUP 
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The  city,  nevertheless,  insisted  on 
the  Klein/Crow  team.  The  commit- 
tee deciding  the  mart's  fate  was 
split — three  state  votes  for  Milstein; 
two  city  votes  for  Klein.  Ed  Koch 
then  did  something  that  raised  eye- 
brows across  the  state — he  pulled  the 
city  off  the  Times  Square  project 
altogether.  A  classic  political  stand- 
off, New  York  style. 

The  city's  three  major  newspapers 
urged  the  mayor  to  resolve  his  differ- 
ences with  the  governor.  On  Sunday, 
Aug.  14,  1983,  Koch  held  only  his 
second  private  meeting  with  Cuomo 
since  the  governor  had  taken  office. 
Cuomo  said  he  did  not  want  Klein 
controlling  both  the  mart  and  the  of- 
fice buildings.  The  mayor  agreed  to  a 
compromise  that  took  Klein  off  the 
mart.  A  new  partnership  was  cobbled 
together,  composed  of  Tishman 
Speyer  Properties,  Trammell  Crow, 
and  the  Equitable  Life  Assurance  So- 
ciety as  the  money  partner.  At  the 


Nearly  everybody  has 
something.  Klein  has  a 
good  shot  at  centimillion- 
aire  status  .  .  .  if  he  doesn't 
go  broke  first.  Milstein  will 
have  a  nice  investment. 
Even  Silverstein  has  a 
consolation  prize. 


state's  insistence,  Milstein  would  be 
thrown  an  explicitly  passive  minority 
interest. 

So  the  Times  Square  Redevelop- 
ment Corp.,  as  it  is  now  called,  which 
had  been  such  a  stickler  about  tough 
deadlines  and  the  precise  technical 
form  of  bids  the  year  before,  on  virtual- 
ly no  notice  took  a  builder  for  the  mart 
who  had  never  bid  on  any  part  of  the 
project  at  all.  But  Klein  couldn't  have 
cared  less.  Thanks  to  the  mayor's  dra- 
matic power  play,  he  got  what  he  real- 
ly wanted — keeping  control  of  the 
mart  away  from  Milstein. 

As  things  stand,  nearly  everybody 
has  something.  Klein  has  a  good  shot 
at  centimillionaire  status  when  the 
city  eventually  gets  its  redevelop- 
ment— if  he  doesn't  go  broke  first. 
Milstein  should  have  a  nice  invest- 
ment in  the  trade  mart.  Even  Larry 
Silverstein  has  a  consolation  prize.  He 
owns  property  around  the  redevelop- 
ment site  that  will  greatly  increase  in 
value — and  he  is  a  leading  contender 
for  the  hotel  complex  that  will  go  up 
down  the  street  from  Klein's  office 
buildings. 

That  is  who  George  Klein  is,  and 
how  things  are  done  in  big-time  New 
York  City  real  estate.  ■ 
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The  Rumpled  Executives 
Alumni  Association... 

Cool,  calm  and  collected  aboard  the  Jetstream  31! 

It  may  be  an  interplant  shuttle,  or  an  escorted  tour  for  VIP  customers 
or  suppliers.  Aboard  the  Jetstream  31,  these  trips  are  chores  no 
more— they're  a  pleasure.  There's  room — and  quiet — to  work,  con- 
fer, or  relax  and  think.  You'll  arrive  less  mussed  and  fussed, 
and  will  no  longer  have  to  crouch  in  the  aisle  or  juggle  jacket  and  briefcase  on  your  lap! 

The  only  corporate  turboprop  under  30  seats  with  real  walkaround  headroom,  the 
Jetstream  31  gives  you  5'  11"  the  full  length  of  the  cabin.  There's  an  optional  Quick 
Change  seating  kit  available  for  9,  12  or  18-place  changeovers...in  just  75  minutes! 

Fly  above  most  weather  in  pressurized  comfort,  with  a  smoother  ride  in  rough  air.  Fuel- 
efficient  engines  and  slow-turning  propellers  take  you  out  of  traffic  quickly,  quietly— past  15,000' 
in  nine  minutes.  Your  flight  department  will  like  its  simple  systems,  low  maintenance  and 
unlimited  flight-hour,  2-year  warranty  on  the  airframe. 

For  more  information  contact  our 
regional  BAe  office,  or  write: 
Kenneth  C.  Spinney,  Vice  President- 
Corporate  Marketing,  British 
Aerospace,  Inc.,  P.O.  Box  17414,        m/^* 
Dulles  International  Airport,  ^g"  s  Sf  M ^w~Jg=WW¥  3£=  M,^ 

Washington,  DC  20041.  BfWTiSH  AE&OSFACE  ^T 

British  Aerospace,  Inc.  Offices  in  North  America: 

Washington,  DC  703/435-9100  •  Wilmington,  DE  302/322-8000  •  New  York  516/981-8000  •  Chicago  312/299-7000 

Houston  713/644-8000  •  Los  Angeles  714/756-0146  •  Mexico  City  525/596-29-39 


"At  Greyhound,  we  believe  in 
renewing  our  company  day  by  day 


John  W.  Teets 
J  J  Chairman  of  the  Board 

m         and  Chief  Executive  Officer 


At  Greyhound,  we  believe  a  company's  life  is 
measured  not  in,  years,  but  in  its  ability  to  meet  the  newly- 
emerging  needs  of  consumers  for  different  goods  and 
services.  This  means  asking  ourselves  every  day  who  we 
are  and  what  we  do... 

Renewing  our  company  day  by  day  is  more  than 
just  asking  introspective  questions,  however.  It  involves  a 
determination  to  act  on  the  answers!  That  is  why  today's 
Greyhound  is  a  broadly-based,  multi-industry  corporation 


which  has  become  a  respected  name  in  fields  as  diverse  a 
capital  equipment  leasing,  bus  manufacturing,  mortgage 
insurance,  money  transfers,  food,  soap,  food  service,  trans- 
portation and  other  service  businesses. 

It  is  also  why  we  are  no  longer  in  some  13  other 
businesses  and  operations  divested  over  the  last  two  years 
Divestitures  involving  $300  million  in  assets,  $2  billion  in  ann 
revenues  but  only  $12  million  in  profit. ..a  4%  return.  The 
resources  realized  from  those  divestitures  are  now  beinc 


nvested  where  the  funds  will  generate  new  growth  for 
:ades  to  come. 

The  bottom  line  at  Greyhound  is  a  realization  that  it 
t  enough  to  just  do  things  right;  it  is  doing  the  right  things 

t  counts  when  your  goal  is  the  development  of  a  vibrant, 
)anding  corporation  with  the  will  and  stamina  to  endure, 
at's  why  the  Greyhound  dog  is  more  than  just  a  logo  to 
it's  a  living  symbol  of  pride,  strength  and  renewal. 


The  Greyhound  Corporation 

A  company  for  the  eighties. 


"Stay  close  to  your  friends.  Stay  even  closer 
to  your  enemies. '  That's  not  Machiavelli 
speaking.  That's  the  head  of  the  New  York 
Stock  Exchange. 

Chairman  Phelan's 
new  "must"  list 


By  Susan  Lee 


As  jobs  go,  boss  of  the  New  York 
Stock  Exchange  has  a  lot  going 
b  for  it.  The  pay — "high  six  fig- 
ures," they  say — isn't  bad.  The  ad- 
dress, 11  Wall  Street,  is  pure  prestige. 
You  get  a  credit  card,  secretarial  help 
and  an  office  that  looks  as  big  as  a 
basketball  court.  There's  a  pretty 
good  medical  plan. 
The  bad  part  is,  you  have  to  run  the 


Big  Board,  behind  whose  seemingly 
solid  facade  stand  several  different, 
powerful  constituencies,  with  diverse 
agendas  and  conflicting  priorities. 
Specialists,  the  marketmakers  in  list- 
ed stocks,  want  to  preserve  their  cen- 
tral importance  to  trading.  Member 
firms  want  their  trades  executed  rap- 
idly, inexpensively  and  correctly.  And 
listed  companies,  which  value  the  Big 
Board  for  its  size  and  authority,  want 
to  raise  capital  cheaply,  which  means 


they  need  a  liquid  and  efficient  mar- 
ket for  their  stocks.  And  listed  compa- 
nies would  rather  have  all  this  go  for- 
ward without  being  hassled  exces- 
sively by  stringent  disclosure  and 
other  ground  rules  laid  down  by  the 
exchange. 

Harmonizing  these  special  inter- 
ests is  heavy  duty.  But  NYSE  Chair- 
man John  J.  Phelan,  53,  a  pinstriped, 
rep-tied,  urbane  and — when  the  situa- 
tion requires — wickedly  funny  native 
New  Yorker,  seems  unfazed.  By  every 
vital  sign,  the  exchange  is  in  splendid 
shape.  Despite  the  ongoing  epidemic 
of  mergers  and  takeovers,  the  number 
of  listed  companies  (1,550)  is  nearly 
as  high  as  it  has  ever  been.  Despite 
trading  volume  that  would  have  been 
unimaginable  even  five  years  ago — 
the  236  million  shares  traded  in  a 
single  day  this  August  exceeded  sev- 
en average  days'  trading  in  1979 — 
orders  are  executed  and  cleared  with 
a  reliability  that  even  has  cynical  old 
pros  impressed. 

Nothing  as  complex  as  the  world's 
biggest  securities  market  runs  by  fiat, 
but  Phelan  is  surely  entitled  to  more 
personal  credit  for  the  exchange's 
good  health  than  any  other  single  per- 
son. He's  relatively  new  in  the  top 
spot — he  succeeded  William  Batten 


Maggie  Steber/Jullien  Phoio 


Chairman  John  J '.  Phela, 
Mixing  cajolery  with 


'■  Exchange 
O,  pushing  haw  despite  potential  roadblocks. 
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AN  ARRESTING 
QUALITY 


Get  it  together — buckle  up. 


Total  driving  performance 

has  helped  make  Ford  Mustang 

the  choice  of  police  forces 

in  15  states. 


With  rack-and-pinion  steering, 
heavy-duty  suspension  and  a  5.0 
liter  high-output  V-8  engine,  our 
special  pursuit  Mustang  has  what 
it  needs  to  bnng  a  chase  to  a  swift 
conclusion. 

And  the  sooner  a  chase  is  over, 
the  safer  it  is  for  everyone. 


Our  pursuit  Mustangs  —  and 
even  some  of  our  larger  cars  like  the 
Ford  Crown  Victoria  and  LTD  — 
are  enjoying  increasing  popularity 
with  police  forces  all  over  America. 
It's  just  one  result  of  our  commit- 
ment to  total  driving  performance. 

Of  course,  there's  only  one  sure 


way  for  you  to  find  out  how  good 
our  cars  and  trucks  really  are  — 
and  that's  to  see  your  Ford  or 
Lincoln-Mercury  dealer.  Ask  about 
the  Lifetime  Service  Guarantee* 
while  you're  there,  but  above  all,  go 
for  a  test  drive. 
You  be  the  judge. 


You're  going  to  love  the  quality. 


ffomt 


Quality  is  Job  1, 


*Offered  by  participating  dealers. 


FORD  •  LINCOLN   •  MERCURY  • 
FORDTRUCKS  •  FORDTRACTORS 


IT'S  ALWAYS 
SOMETHING: 
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A  volcano  here. 

A  typhoon  there. 

A  shipment  damaged  in  South 
America. 

A  ship  damaged  in  the  South 
Pacific. 

When  your  business  is  interna- 
tional, so  are  your  problems. 

And  to  make  matters  worse, 
sometimes  the  biggest  problem  a 
company  faces  is  its  insurance. 

Because  when  things  go 
wrong,  many  American  businesses 
discover  that  the  insurance  they 
have  isn't  the  insurance  they  thought 
they  had. 

Policies  vary. 

Customs  vary. 

And  assumptions  about  cover- 
age are  very  different  from  country 
to  country 

In  Italy  for  example,  fire  insur- 
ance covers  all  accidental  fires. 

Except  those  started  by  spon- 
taneous combustion. 

And  in  Great  Britain,  "World 
Wide"  coverage  covers  England, 
Scotland,  Guernsey  and  the  Isle  of 
Man.  Period. 

The  point  is,  insuring  interna- 
tional risks  country  by  country  can 
be  something  of  a  risk  itself. 


Which  is  precisely  why  so 
many  corporations  depend  on  one 
global  policy  from  CIGNAs  interna- 
tional specialists. 

At  CIGNA,  our  companies 
provide  American  businesses  with 
the  coverage  an  American  business 
expects. 

Without  cultural  gaps,  or 
quaint  local  peculiarities. 

And  without  the  difficulty  of 
dealing  with  a  stack  of  policies  in 
everything  from  Spanish  to  Swedish. 

What's  more,  when  something 
goes  wrong  we  can  also  provide 
the  kind  of  claims  adjustment  and 
responsiveness  that  American  busi- 
ness demands. 

In  fact,  we  can  provide  a 
breadth  of  service  unsurpassed  by 
any  other  insurance  company. 

With  local  representatives  in 
130  countries. 

If  you  think  your  company 
might  benefit  from  the  total  protec- 
tion we  offer,  please  write  CIGNA 
Corporation,  Dept.  RG,  One  Logan 
Square,  Philadelphia,  PA  19103. 

With  all  the  things  that  can  go 
wrong  in  this  world, 
one  of  them  shouldn't 
be  your  insurance. 


CIGNA 


The  circuit  board 


The  New  York  Stock  Exchange  coped  with  the  236- 
million-share  day  traded  in  August  almost  as  cool- 
ly as  it  managed  a  100-million-share  day  the  week 
before.  It  couldn't  have  done  so  without  the  high-tech 
help  put  in  place  over  the  past  nine  years  under  John 
Phelan.  Indeed,  the  trading  day  could  hardly  have 
begun  without  it. 

Before  the  specialists  arrive,  an  NYSE  system  called 
OARS  (Opening  Automated  Report  Service)  pairs  off 
all  5,099-share-or-less  market  orders  that  have  arrived 
electronically  while  the  exchange  was  closed.  At  the 
10  o'clock  opening  bell,  specialists  simply  set  the 
price  and  send  the  paired  orders  on  their  way.  That's 
not  a  bad  way  to  handle  15%  to  20%  of  a  typical  day's 
volume. 

OARS  is  just  one  peripheral  program  hooked  up  to 
Super-DOT,  a  Tandem  mainframe  with  appropriate 
software  that  is  the  exchange's  main  tech-tool.  Super- 
DOT,  an  improved  DOT  (for  Designated  Order  Turn- 
around), electronically  routes  market  orders  of  1,099 
shares  or  less  to  the  appropriate  specialist  and  sum- 
marizes them  according  to  price.  Small  limit-orders 
are  handled  in  similar  fashion.  All  that's  left  for  the 
specialist  is  the  pairing  and  the  execution.  The  round- 
trip  time  for  a  typical  Super-DOT  market  order  is  75 
seconds. 

Most  of  the  over-the-counter  trades  still  require 
some  broker/dealer  phone  bargaining  and  paper  shuf- 
fling. According  to  C.  Richard  Justice,  NASD's  auto- 
mation chief,  typical  turnaround  time  takes  "several 
minutes." 

Nearly  ready  are  hand-held  terminals  that  could 
replace  transaction  reporters'  pads  and  pencils.  Re- 


porters at  the  exchange's  14  trading  posts  would  still 
listen  to  the  trade  but,  instead  of  noting  it  and  deliver- 
ing it  to  the  reader,  would  zap  reports  to  the  tape  via 
the  terminal. 

Another  new  gadget  being  tested  on  the  exchange 
floor  is  the  touch  screen.  Besides  functioning  as  an 
electronic  limit-order  book,  these  screens  allow  spe- 
cialists to  execute  and  report  all  orders  immediately, 
with  a  few  pats  on  their  CRTs. 

Voice  activators  are  already  here.  With  the  help  of 
Texas  Instruments,  certain  booth  clerks  can  now 
vocally  manipulate  their  order  files  and  communi- 
cate the  information  to  specialists  and  to  their  of- 
fices as  well. 

The  exchange  has  also  dipped  a  tentative  toe  into 
automatic  execution  and  reporting.  That  had  been 
taboo  at  the  NYSE  because  most  feared  it  would  mean 
an  end  to  specialists  and  other  floor  personnel.  Never- 
theless, automatic  execution  is  now  being  used  on 
small  market  orders  (1,000  shares  or  less)  for  10  high- 
volume,  narrowly  traded  stocks,  executing  trades  in 
them  without  benefit  of  specialists.  Turnaround:  less 
than  five  seconds.  The  experiment  will  soon  be  ex- 
panded to  15  more  stocks,  including  the  likes  of  Sears, 
Exxon  and  General  Motors. 

The  NASD  is  also  bustling.  This  year  they  have 
introduced  an  enhanced  system  to  reconcile  order 
foul-ups,  which  have  been  a  big  problem  for  all  ex- 
changes. Now  NASDAQ  broker/dealers  can  easily  de- 
tect screwups  by  scanning  their  screens  during  the 
next  trading  day.  And,  by  the  end  of  this  year,  NASD 
plans  to  unveil  its  own  automatic  execution  system 
for  small  orders. — Matthew  Schifiin 


Maggie  Stebefjullien  Pholo 


John  Phelan  and  one 
of  the  Big  Board's  new 
touch  scree/  is 
Nevertheless,  a  deep 
commitment  to 
serving  the  special- 
ist's role. 
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this  May — but  as  vice  chairman  of  the 
exchange  for  the  preceding  nine  years, 
he  was  the  key  man  in  one  of  the 
grimmest  periods  in  the  exchange's 
192-year  history. 

Phelan  became  vice  chairman  in. 
May  1975,  after  some  20  years  on  the 
trading  floor,  first  in  his  father's  spe- 
cialist firm  and  then  as  head  of  his 
own.  Remember  1975?  That  was  the 
year  the  NASD's  bold  new  electronic 
market  really  began  to  hum.  Congress 
was  atwitter  with  the  notion  of  creat- 
ing one  national  market.  The  ex- 
change system  itself  was  getting 
swamped  by  its  trading  volume.  The 
SEC  killed  fixed  commissions  on 
stock  trades  on  May  Day,  driving 
most  brokers  into  shock  and  a  good 
many  into  oblivion.  The  exchange's 
annual  report  was  later  to  sum  up 
1975  as  a  year  when  "gloom  and  doom 
pervaded  the  exchange  community." 

For  Phelan,  the  choice  in  1975  was 
clear:  Gear  up  or  give  up  market 
share.  He  chose  to  gear  up.  Almost 
immediately  he  set  out  on  his  first  big 
venture  into  ambitious  technology — 
automating  the  odd-lot  routing  sys- 
tem. A  million  dollars  and  a  year  lat- 
er, the  Designated  Order  Turnaround 
(DOT)  system,  designed  to  send  small 
orders  electronically  to  their  appropri- 
ate trading  post,  was  in  place.  Over 
the  next  eight  years,  Phelan  went  on 
to  spend  more  than  $80  million, 
bringing  the  exchange's  auction  mar- 
ket up  to  speed  (see  box,  p.  58). 

This  pricey  dose  of  technology  ob- 
viously goes  a  long  way  toward  satis- 
fying the  exchange's  special  interests: 
Speedy  communications  and  data 
transmission  maximize  trading  vol- 
ume, reduce  costs,  contain  errors  and 
improve  the  quality  of  the  market.  No 
less  important,  the  exchange  can  now 
offer  stiffer  competition  to  its  chief 
high-tech  competitor,  NASD. 

Phelan  says  his  job  is  to  maintain 
the  exchange  as  the  world's  "pre- 
mier" marketplace.  No  talk  of  mo- 
nopoly here.  The  exchange,  says  Phe- 
lan, used  to  exist  primarily  for  the 
benefit  of  its  members.  Today,  how- 
ever, "its  function  is  to  create  a  liquid 
market  for  its  listed  companies  to 
raise  capital.  It's  necessary  to  do  the 
first  before  you  can  do  the  second,  but 
you  have  to  do  both." 

But  beyond  getting  all  his  constitu- 
ents to  play  nicely  together,  Phelan 
has  to  get  going  on  a  long  "must"  list. 
He  must  come  to  grips  with  demands 
for  expanded  trading  hours.  He  must 
face  the  fact  that  some  specialist 
firms,  stretched  thin,  need  new  injec- 
tions of  capital.  He  must  find  a  way 
around  the  exchange's  restrictions  on 
certain  classes  of  common  stocks  to 
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"I  didn't  know  Contel 
had  redesigned  the 
whole  telephone  system 
of  Egypt..." 

One  of  the  Contel  companies  is  Contel  Page— designers, 
builders  and  operators  of  communication  and  security  systems. 
For  a  free  brochure  on  all  the  Contel  companies— a  $4  billion 
group  of  specialists  innovating  in  communication-and-information 
solutions— send  this  coupon. 

Continental  Telecom,  Dept.  208D 

245  Perimeter  Center  Pkwy. /Atlanta,  GA  30346/(404)  391-8105 

Name Title 


Company. 
Address— 
City 


.State. 


.Zip. 
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SKILL 


A  MAJOR  ACHIEVEMENT 

OF  THE 
INDUSTRIAL  EVOLUTION 

OF  PUERTO  RICO: 
WHAT  IT  MEANS  TO  YOU. 

The  people  of  Puerto  Rico  get  things 
done.  Their  technical  training  is  extensive. 
Their  managerial  skills,  impressive. 

Out  of  a  workforce  of  942,000,  752,000  are 
presently  employed,  leaving  an  ample  workforce  with  an  i 
outstanding  ability  to  meet  the  needs  of  high-tech  industries. 
Every  working  day,  bilingual,  skilled  workers  are  operating 
advanced  precision  testing  equipment  in  Puerto  Rico,  meeting  the 
highest  standards  of  quality  control. 

The  electrical  engineers  you  need  are  available  in  Puerto  Rico, 
"the  Silicon  Valley  of  the  Caribbean"  68,000  workers  are 
already  employed  in  the  fast-growing  high-tech  indus- 
tries—computers, pharmaceuticals,  scientific  and  aerospace 
equipment,  electronic  goods. 

Of  the  2300  manufacturing  plants  in  Puerto  Rico,  1500  are 
Mainland  subsidiaries,  and  93%  of  their  supervisors  and 
managers  are  from  Puerto  Rico. 

As  to  productivity,  the  value 
added  per  dollar  of  production 
payroll  averages  $5.58.  (Com- 
pared to  the  Mainland  average  of 
$3.72.)  Turnover  rates  and  ab- 
senteeism are  lower  here  than  the 
U.S.  Mainland  average. 

Mr.  Alfred  J.  Roach,  Chairman 
of  the  Board  of  Til  Industries,  Inc. 
said,  "We  began  with  20  people 
and  less  than  SIMM  in  sales  and 
now,  10  years  later  over  450 
people  are  working  in  the  Toa 
Alta  plant  and  our  sales  volume 
is  $32MM.  Our  good  fortune  is 
due  in  part  to  the  Government  of 
Puerto  Rico,  its  enlightened  tax 
policy,  to  our  high  technology, 
and  'quality  award  winning', 
highly  productive  and  creative 
labor  force" 


"The  people  of  Puerto  Rico,  I'm  proud  to  say,  are  the  main 
factor  behind  the  Evolution  that's  been  brewing  for  forty-three 
years. 

"The  Industrial  Evolution  of  Puerto  Rico 
"It's  lifted  our  Island  from  poverty  to 
the  area's  most  productive  economy, 
with  by  far  the  greatest  force  of  ■dSt  *^ 

highly-trained,  dedicated  work- 
ers—almost a  million  in  all. 
Their  skills  cover  the  spec- 
trum from  high-tech  and  di- 
versified industry  to 
management,  finance  and 
the  support  services  which 
business  requires. 
"I  urge  your  business  to 
join  our  Evolution" 


Incentives.  Puerto 

Rico  offers  a  package  4 

unmatched  anywhere  else  under  the  U.S.  flag.  There  is  no  Federal 

corporate  income  tax* 

Partial  exemptions  begin  at  90%  for  all  Puerto  Rico  taxes  on 
corporate  earnings,  real  estate  and  personal  property.  Total  tax 
exemption  from  municipal  licenses,  excise  and  other  municipal 
taxes  is  also  offered  to  grantees  established  under  the  industrial 
program.  Partial  exemptions  gradually  decrease,  but  last  for  10  to 
25  years,  depending  on  location. 

Besides  numerous  exemptions, 
Puerto  Rico  also  offers  financial 
assistance  for  on-the-job  training. 
And  when  you're  in  Puerto  Rico, 
you're  in  the  U.S.A.,  so  there  are 
no  quotas,  no  duties,  no  customs 
problems. 

To  find  out  more,  call  Raul 
Escudero  at  (800)  223-0699;  in 
New  York  State,  (212)  245-1200, 
or  writer  Puerto  Rico  Industrial 
Development,  Dept.  FB-32, 1290 
Avenue  of  the  Americas,  N.Y.,  N.Y. 
10104. 


/&A-& 


err**** 

:  Romero-Barcelo, 
■ior  of  Puerto  Rico 


*U  S  Internal  Revenue  Code  Sections  936  and  243(bXIXQ 
Section  936  companies  are  allowed  to  bring  current 
profits  home  (as  determined  under  TEFRA,  1982)  without 
U  S  taxes  However,  a  Puerto  Rico  tollgote  tox  on 
distribution  dividends  of  10%  or 
less,  depending  on  the  conditions 
under  which  funds  are  repatri- 
ated, will  be  levied  ©  1984 
Puerto  Rico  Economic  De- 
velopment Administration 
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avoid  delisting  some  prominent  com- 
panies— Dow  Jones,  GM  and  Hershey. 
(Under  current  rules,  for  example,  all 
listed  common  stocks  must  have 
equal  voting  rights.)  Meanwhile,  he 
must  aggressively  seek  new  listings. 

And,  finally,  Phelan  must  over- 
come the  exchange's  slow  start  in 
new  products.  Between  1972  and 
1980,  when  the  exchange's  subsid- 
iary, the  New  York  Futures  Exchange, 
finally  opened,  Phelan  had  repeatedly 
asked  the  NYSE's  board  of  directors  to 
get  into  trading  new  instruments.  He 
was  repeatedly  stiff-armed.  Now,  of 
course,  Chicago  has  that  franchise 
virtually  locked  up. 

It's  a  rough  agenda,  but  Phelan 
clearly  has  the  temperament  for  it. 


Phelan  may  have  a  morale 
problem.  His  demands  have 
been  criticized  as  "crush- 
ing/9 He  sees  his  style  as 
"getting  input  and  then 
keying  up  nasty  issues." 


Asked  to  describe  Phelan,  friend  and 
foe  alike  unhesitatingly  say, 
"Tough."  Asked  to  describe  himself, 
Phelan  looks  blank  for  several  sec- 
onds, and  then  deadpans,  "Caspar 
Milquetoast."  Beyond  his  taste  for 
irony,  he's  a  rather  quirky  person.  His 
work  requires  a  lot  of  "personal  inter- 
facing," he  says,  but  his  leisure  is 
passed  in  solitary  activities  like  read- 
ing and  tending  flowers.  His  role  de- 
mands a  Mr. -Wall-Street-Establish- 
ment presence,  yet  he  seems  uncom- 
fortable in  his  stately  office.  (He  has 
carved  out  a  little,  crowded,  high-tech 
corner  with  two  computer  terminals 
within  arm's  reach  of  his  desk.) 

Phelan  is  moving  fast  to  transform 
the  exchange,  only  yesterday  smugly 
secure  in  a  near-monopoly  position, 
into  what  he  calls  "a  competitive, 
customer-sensitive  marketing  organi- 
zation." The  exchange  has  hired  a 
new  group  of  salespeople  who  deal 
only  with  potential  converts,  aggres- 
sively seeking  to  sign  them  up  for 
listing.  It  is  hosting  more  forums  and 
conferences  to  bring  together  its  com- 
panies and  the  Washington  establish- 
ment. And,  in  a  distinctly  friendly 
gesture  to  those  companies  facing  de- 
listing, the  exchange  formed  a  com- 
mittee to  review  its  common-stock 
restrictions. 

There's  more.  Come  Election  Day 
in  November,  the  Big  Board  will  end  a 
192-year  tradition  and  remain  open. 
Phelan  has  also  signaled  his  readiness 
to  consider  24-hour  trading.  The  ex- 
change has  also  indicated  it  might 
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"I  didn't  know  Contel 
could  set  up  a  business 
phone  system  anywhere 
in  the  country. . ." 

One  of  the  Contel  companies  is  Executone— the  only  nationwide 
business  telephone  company  that's  not  "broken  up." 
For  a  free  brochure  on  aJJ  the  Contel  companies— a  $4  billion  group 
of  specialists  innovating  in  communication-and-information 
solutions— send  this  coupon. 

Continental  Telecom,  Dept.  208E 

245  Perimeter  Center  Pkwy. /Atlanta,  GA  30346/(404)  391-8105 

Name Title 


Company. 
Address— 
City 


.State. 


-Zip. 
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COMPAQ  PRESENTS 


How 


It  used  to  be  that  when  you  wanted 
personal  computers  to  do  more,  you 
added  peripherals.  A  fixed  disk  for 
storage.  A  second  monitor  for 
graphics.  A  backup  system  for 
data  protection.  And  slowly  the 
octopus  devoured  your  desk. 

But  now  everything  you  wanted  in  a 
personal  computer  is  in  a  computer. The 
new  COMPAQ  DESKPRO™  is  here. 

There's  room  inside  for  up  to  four  storage  devices 
For  instance,  you  could  insert  two  diskette  drives, 
a  10-megabyte  fixed  disk  drive,  even  an 
exclusive  tape  backup  system.  The  new 
COMPAQ  DESKPRO  can  grow  inside 
instead  of  out,  saving  your  desktop. 

Plus  internal  expansion  slots  will  let 
you  add  even  more  functions  like  local 
area  networking.  A  mouse.  And  more. 


To  Do 

More  With 

Less 


All  that  makes  COMPAQ  DESKPRO 
the  most  expandable  PC  you  can  buy. 
And  thanks  to  some  ingenious  engi- 
neering, the  COMPAQ  DESKPRO 
displays  high-resolution  text  and 
graphics  on  one  monitor,  not  two. 
It  also  runs  thousands  of  business 
programs  made  for  the  IBM®  PC  and  XT 
straight  off  the  shelf — a  full  two  to  three 
times  faster  than  older,  slower  computers. 
So  you  can  run  the  most  complex  software  this  side 
of  mainframes  quicker  than  you  can  say,  "1-2-3." 
We  designed  the  new  COMPAQ  DESKPRO 
around  the  same  philosophy  that  made  us 
the  best-selling  portable  business  computer 
in  the  world.  We  simply  offer  more  in  less 
space.  For  a  free  brochure  or  the  location 
of  your  nearest  Authorized  COMPAQ 
Dealer,  call  toll-free  1-800-231-0900. 


comma 


It  simply  works  better 

COMPAQ*  ,s  a  registered  trademark  and  COMPAQ  DESKPRO"  is  a  trademark  of  COMPAQ  Computer  Corporation.  IBM*  is  a  registered  trademark  of  International  Business  Machines  Corporation.  ©  1984  COMPAQ  Computer  Corporation. 
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loosen  restrictions  on  brokerage 
houses  owning  specialist  firms. 

Meanwhile,  the  exchange's  market- 
ing operation,  which  reports  directly 
to  Phelan,  has  been  given  a  bigger 
budget  to  hire  more  people — even 
outsiders  with  product  management 
experience — and,  perhaps,  to  mount  a 
national  advertising  campaign. 

By  mixing  cajolery  with  steamrol- 
lery,  Phelan  has  assembled  a  competi- 
tive machine  powerful  enough  to 
push  the  exchange  further.  But  there 
are  two  potential  roadblocks. 

First,  there  may  be  a  serious  morale 
problem  among  top  staffers.  Phelan's 
demands  on  them  have  been  criti- 
cized by  some  as  "crushing."  Phelan 
obliquely   confirms   the   charge.    He 


Phelan  has  two  crucial 
things  going  for  him:  a  firm 
vision  of  the  future  and  a 
willingness  to  act  on  it.  "My 
job  is  to  see  changes  and 
convince  others  to  adjust." 


sees  his  working  style  as  "getting 
plenty  of  input  and  then  keying  up  the 
nasty  issues,"  which,  he  admits,  can 
be  off-putting. 

Second,  Phelan  seems  wholly  com- 
mitted to  the  one  group  in  his  con- 
stituency that  could  doom  his  effort 
to  provide  a  truly  modern  market:  the 
specialists.  Specialists  have  not  han- 
dled big-block  trading  for  years.  These 
are  done  by  the  institutions  and  sim- 
ply reported — crossed — on  the  tape. 
And  thanks  to  the  new  technologies, 
they  don't  even  process  most  small 
orders.  Indeed,  electronics  experts 
confidently  predict  that  the  specialist 
system  will  wither  away. 

Phelan,  nevertheless,  has  made  a 
major  bet  against  that.  By  making  it 
possible  for  specialists  to  handle  me- 
dium-size orders  efficiently  through 
the  semiautomated  system,  he  is  hop- 
ing technology  will  ensure,  rather 
than  undermine,  the  specialists'  role. 

Phelan  has  two  crucial  things  going 
for  him.  He  has  a  firm  vision  of  the 
future  and  is  willing  to  act  on  it — 
firmly.  "My  job,"  he  says,  "is  to  see 
the  changes  and  then  convince  others 
to  adjust  to  them,  even  if,  in  the  short 
term,  it  impacts  them  negatively." 

The  job  of  changing  the  exchange 
from  a  monopoly  institution  to  a 
competitive  company  is  not  for  the 
faint-hearted.  Phelan's  up  against  al- 
most 200  years  of  tradition  and  cul- 
ture. But  his  favorite  saying,  "Stay 
close  to  your  friends,  stay  even  closer 
to  your  enemies,"  is  hardly  the  motto 
of  a  Milquetoast.  ■ 
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"I  didn't  know  Contel 
specialized  in  setting  up 
computer  systems  for 
small  businesses..." 

One  of  the  Contel  companies  is  Contel  CADO—  with  years  of 
nationwide  experience  in  helping  the  small  businessman  profit 
from  'the  computer  age.'  For  a  free  brochure  on  aJJ  the  Contel 
companies— a  $4  billion  group  of  specialists  innovating  in  com- 
munication-and-information  solutions— mail  this  coupon. 

Continental  Telecom,  Dept.  208F 

245  Perimeter  Center  Pkwy.  /Atlanta,  GA  30346/(404)  391-8105 

Name Title 

Company 

Address 

City State Zip 
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The  Funds 


A  trade  association  for  mutual  funds  is 
promoting  the  idea  that  the  funds  beat  the 
market.  But  handle  its  data  with  care. 
There  s  some  monkey  business  there. 

Funds 
and  games 


By  William  Baldwin 


T|  he  numbers  from  the  Invest- 
ment Company  Institute, 
mouthpiece  for  the  mutual 
funds  industry,  are  dazzling.  "In  the 
ten  years  ended  June  30  the  Standard 
&.  Poor's  index  of  500  stocks  was  up 
strongly,  by  189%.  But  common 
stock  funds  rose  on  average  almost 
twice  as  much,  345%,"  says  the  ICI 
press  release. 

When  the  numbers  are  annualized, 
the  doubling  somehow  disappears: 
11.2%  for  the  S&P's  500,  16.1%  for 
the  funds.  Less  dazzling,  but  still  sig- 


nificant. Could  this  mean  that  even 
the  undiscnminating  fund  buyer  has 
good  odds? 

Alas,  Wall  Street  is  not  so  blissful. 
In  truth,  the  funds  have  beaten  the 
market  by  a  far  smaller  amount.  And 
they  have  beaten  it  for  a  reason  that 
makes  a  repeat  performance  doubtful. 

Let's  look  at  how  the  numbers  were 
calculated.  The  ICI  used  raw  data  sup- 
plied by  CDA  Investment  Technol- 
ogies, a  Silver  Spring,  Md.  vendor  of 
performance  figures,  which  tracks 
556  mutual  funds.  Then,  to  get  its 
average,  the  ICI  selected  the  362  funds 
classified      as      growth-and-income, 


growth,  aggressive-growth  and  spe- 
cial-situations funds.  In  that  subset 
only  227  have  records  going  back  ten 
years.  The  rest  were  ignored  in  the 
calculation.  "You  have  a  survivorship 
bias,"  Spero  Kripotos,  executive  vice 
president  of  CDA,  concedes.  "Funds 
that  have  been  liquidated  or  merged 
out  of  existence  may  have  been 
merged  or  liquidated  because  they 
had  poorer  records." 

It's  a  convenient  way  to  bury  the 
past.  The  Fidelity  Magellan  Fund,  for 
example,  with  a  superb  track  record 
over  the  decade  ended  in  June  (up  an 
average  31%  a  year),  is  figured  into 
the  ICI  average,  since  it  has  been 
around  for  the  whole  period.  During 
the  decade  it  absorbed  two  other  Fi- 
delity funds,  Essex  and  Salem,  with 
crummy  performances.  Their  histor- 
ies disappeared.  The  Magellan  history 
wasn't  restated  to  incorporate  its  ac- 
quisitions, and  Essex  and  Salem  are 
gone  from  the  database  the  ICI  used. 

The  next  problem  is  how  the  num- 
bers are  averaged.  The  ICI  computed 
an  average  in  which  each  fund  is 
weighted  by  its  assets.  That  makes 
sense.  Otherwise  a  large  number  of 
small,  volatile  funds  that  did  well  in 
this  mostly  bullish  period  would  dis- 
tort the  picture.  What  doesn't  make 
sense  is  the  ICI's  use  of  assets  at  the 
end  of  the  period  as  weights. 

The  problem  is  in  the  peculiar 
arithmetic  of  compounding.  Suppose 


Did  they  or  didn't  they? 

A  trade  association  for  mutual  funds 
declares  that  equity  funds,  on  aver- 
age, outperformed  the  stock  market 
over  the  ten  years  through  June  al- 
most 2-to-l.  Did  they  really?  The  2- 
to-1  ratio  comes  from  a  rather  dis- 
tortion-prone calculation  of  aver- 
ages. Herewith,  performance 
numbers  calculated  a  different  way 
by  CDA  Investment  Technologies 
for  what  CDA  classifies  as  growth 
funds.  The  bars  show  year-end  index 
values  *  ith  12/31/73  set  at  100. 
The  growth-fund  group  didn't  do  as 
well  as  some  others,  but  it  does  have 
an  overall  risk  iavel  very  close  to 
that  of  the  m  irket  r«s  a  whole.  The 
result:  Grow  ^nerally  ran  a 

tad  behind  th< 


The  market  vs.  the  funds 

(Cumulative  value,   12/31/73  =  100) 
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the  mutual  fund  industry  consists 
solely  of  the  Red  Fund  and  the  Black 
Fund,  each  beginning  the  period  with 
$1,000  in  assets.  Red  earns  2%  year  in 
and  year  out,  the  Black  Fund  20% .  An 
unweighted  average  says  the  industry 
is  doing  11%  a  year.  But  Black's  per- 
formance gives  it  more  money  to 
manage  as  the  years  go  by,  even  with- 
out any  switching  by  disaffected  Red 
customers.  Properly  weighted  on  a 
year-by-year  basis,  the  number  is 
higher.  Never  mind  the  actual  com- 
putations, but  it  turns  out  that  the 
industry  averages  14%  annually  over 
the  decade. 

Which  figure  do  you  suppose  the 
industry  would  report,  using  its  aver- 
aging formula,  1 1  %  or  1 4%  ?  If  you 
guessed  14%,  you  are  wrong.  It  would 
be  18.3%.  That  figure  has  no  real 
meaning  at  all.  It  is  simply  the  non- 
sense that  results  when  returns  are 
weighted  by  period-end  assets  and  the 
period  is  a  long  one,  such  as  ten  years. 
It  would  be  like  trying  to  calculate  a 
ten-year  world  population  growth  be- 
ginning with  the  end  result  in  differ- 
ent countries.  The  mathematical  ef- 
fect is  akin  to  giving  the  better  fund — 
or  the  faster-growing  country — dou- 
ble credit  for  its  performance. 

There  is  more  to  the  ICI  distortion 
than  this.  The  better-performing 
funds  do,  after  all,  attract  customers 
from  their  competitors.  Magellan  be- 
gan the  period  with  $6  million  in  as- 
sets and  ended  with  $1.6  billion.  It 
weighs  into  the  ICI  average  with  the 
full  $1.6  billion,  even  though  many 
customers  arrived  too  late  for  the  big 
percentage  returns. 

Is  there  a  way  around  the  survivor- 
ship problem  and  the  finagling  with 
long  periods?  Yes.  It  is  called  an  index. 
Performance  of  a  group  of  funds  is 
averaged,  with  asset  weighting,  on  a 
month-by-month  basis.  This  is  analo- 
gous to  the  way  Standard  &  Poor's 
calculates  its  500-stock  index. 

Here  are  the  results  by  the  indexing 
method,  based  on  CDA  figures. 
Growth-and-income  funds,  with  a 
risk  profile  somewhat  lower  than  that 
of  the  S&P's,  averaged  a  superior 
12.5%  a  year  over  the  decade.  Growth 
funds,  with  average  risk  almost  exact- 
ly the  same  as  the  market's,  delivered 
11%  a  year,  slightly  worse  than  the 
S&P's.  Aggressive-growth  funds,  with 
higher-than-market  risk,  did  14.4%. 
The  speculative  special-situation 
category,  with  still  higher  risk,  did 
18.3%,  but  this  tiny  category  repre- 
sents only  1.5%  of  the  equity  fund 
business. 

In  short,  some  groups  of  funds  have 
clearly  outperformed  the  market 
since  June  1974.  But  the  one  group, 
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growth  funds,  that  is  the  best  single 
proxy  for  the  market  in  terms  of  risk, 
scarcely  kept  up. 

What  docs  the  ICI  offer  in  defense  of 
its  off-the-wall  statistics?  "The  345% 
is  actually  understated,"  says  a 
spokesman.  The  figure  allows  for  an 
8.5%  sales  charge,  even  though  many 
of  the  funds  don't  impose  sales 
charges.  Yes,  that  conservatism  re- 
duced the  damage  somewhat.  With- 
out it,  the  claimed  performance  and 
the  talk  of  a  near  2-to-l  bettering  of 
the  S&P's  would  have  been  even  more 
outlandish.  The  CDA  indexes,  by  the 
way,  don't  subtract  any  sales  charges, 
so  one  might  argue  that  they  aren't 
conservative  enough. 

A  majority  of  the  funds  beat  the 
market  over  the  decade.  But  even  that 
limited  claim  does  investors  little 
good  today.  The  question  now  is,  will 
the  funds  do  it  again? 

Remember  that  volatile  funds,  the 
most  successful  in  the  past  decade, 
were  owners  of  smaller-capitalization 
stocks,  shunners  of  stodgy  issues  like 
Chase  Manhattan  or  American  Elec- 
tric Power.  Ten  years  ago,  near  the 
bottom  of  a  bear  market,  all  stocks 
were  cheap,  but  small  stocks  were  the 
cheapest,  says  Associate  Professor 
Marc  Reinganum  of  the  University  of 
Southern  California.  Aydin  Corp.  was 
going  for  2  times  cash  flow,  Ames 
Department  Stores  for  half  of  book 
(both  have  since  appreciated  2,300%). 
Now,  small-cap  is  the  thing — even 
among  conservative  investors  like 
pension  funds.  If  anything,  the  small- 
er stocks  may  be  overpriced.  It  won't 
be  so  easy  for  mutual  funds  to  play 
smart  in  1984-94. 

And  the  mutual  funds  haven't  al- 
ways looked  even  this  good.  A  1968 
academic  paper,  much  disliked'  on 
Wall  Street,  rated  mutual  fund  man- 
agers as  doing  no  better  than  a  wild 
guesser  over  the  1945-64  period.  "I 
remain  skeptical,"  says  the  paper's 
author,  University  of  Rochester  Pro- 
fessor Michael  Jensen.  "It's  difficult 
to  systematically  beat  the  market. 
But  it's  not  difficult  to  systematically 
throw  money  down  a  rat  hole  by  gen- 
erating commissions." 

Even  Jensen  would  have  a  hard  time 
explaining  away  the  consistent  per- 
formance ol  lual  fund 
managers,  such  as  I  ton  of 
Templeton  Gi  •  or  Max 
Heine  of  Mutual  whether 
the  funds  as  a  group  are  likely  to  beat 
the  market  is  anothc 
score,  Jensen's  skeptii 
placed.  ■ 


By  James  Cook 


What  do  you  do  if  your  widgets  cant 
compete?  Send  in  the  robots?  Move  your 
plants  to  Korea?  Not  at  all. 


Kanban, 
American-style 


times  even  greater  than  those 
achieved  in  Japan,  Stoddard  claims, 
because  U.S.  businessmen  often  can 
make  decisions  more  quickly. 

Andersen  has  worked  with  40  or  50 
companies  in  improving  manufactur- 
ing productivity — giants  like  Textron, 
3M,  Brunswick  and  Cummins  Engine. 
The  strategy  has  already  pulled  one 
corporation  back  from  the  brink — 
Harley-Davidson,  which  had  lost  so 
much  money  and  market  share  in  mo- 
torcycles to  the  Japanese  that  AMF 
finally  sold  it  off  to  its  managers. 

In  1983  the  government  stepped  in 
with  some  protection  for  Harley. 
Then,  with  Andersen's  help,  Harley 
was  able  to  reduce  its  break-even 
point  by  32%  and  increase  its  inven- 
tory turnover  from  3  times  per  year  to 
16  times.  That  allowed  it  to  begin 
regaining  market  share  from  Yamaha 
and  others.  Between  1978  and  May 
1983  Harley's  share  of  the  U.S. 
heavyweight  motorcycle  market  tum- 
bled from  21.2%  to  9.7%.  Since  then 
the  company  has  rebuilt  it  to  15.5%. 

What's  the  secret?  The  first  step, 
Andersen  teaches,  does  not  involve 
any  of  the  three  pillars  of  convention- 
al wisdom  for  noncompetitive  indus- 
tries— automate,  robotize  or  emi- 
grate. Instead,  the  key  is  moving  ma- 
chinery around  in  the  plant. 

The  most  important  priority  is  to 
reduce  the  time  needed  to  set  up  the 
manufacturing  tools.  Everything  else 
really  stems  from  this.  If  you  spend 
lots  of  time  and  money  setting  up, 
you  have  to  manufacture  in  volume  to 
justify  the  cost.  If  you  can  reduce  that 
setup  cost,  and  do  in  one  hour  what 
used  to  take  four,  you  can  manufac- 
ture in  far  smaller  quantities — 5  or  10 
rather  than  100  or  1,000.  Then  you're 
meeting  the  demands  of  the  market 
rather  than  the  economic  demands  of 


Kanban,  the  Japanese  call  it, 
"just-in-time."  It  makes  man- 
ufacturing a  competitive 
weapon.  For  the  last  two  years  Arthur 
Andersen  &  Co.,  the  big  accounting 
firm,  has  been  educating  U.S.  compa- 
nies in  domestic  adaptations  of  k'ciu- 
bcin  with  results  so  spectacular  that 
many  of  Andersen's  clients  won't  talk 
about  it.  "The  rewards  are  so  great 
and  the  turnaround  so  quick,"  says 
William  G.  Stoddard,  who  heads  An- 
dersen's manufacturing  productivity 
practice,  "they  know  their  competi- 
tion could  do  the  same  thing." 

Just-in-time  means  minimum  in- 
ventory. When  the  part  is  needed  on 
the  production  line,  it  arrives — just  in 
time,  but  not  before.  This  takes  the 
kind  of  pinpoint  planning  the  Japa- 
nese are  famous  for  and  U.S.  compa- 
nies have  often  overlooked.  "Success- 
ful U.S.  companies  are  successful  in 
the  quality  of  their  products,  their 
strong  marketing  organizations  or 
their  good  financial  skills,"  says  Le- 
roy  Peterson,  the  partner  in  charge  of 
Andersen's  $80  milhon-a-year  manu- 
facturing consulting  practice.  "But 
very  few  have  made  manufacturing  a 
competitive  weapon.  But  it  is  the  key 
weapon  of  the  Japanese." 

By  making  it  a  key  weapon  in  this 
country,  Peterson  claims,  U.S.  manu- 
facturers can  reduce  inventory  and 
production  lead  times  by  something 
like  90%,  cut  labor  costs  10%  to  30%, 
reduce  setup  times  by  75%  and  manu- 
facturing and  storage  space  by  50%, 
and  improve  the  quality  of  manufac- 
turing by  75%  to  90%.  That's  enough 
my  industries,  says  Peterson,  "to 
overcome  the  30%-to-40%  cost  ad- 
vantage that  manufacturers  in  Korea 
and  Japan  have."  Savings  are  some- 
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We  knew  that  the  Xerox 
Memorywriter  was  well  liked. 
After  all,  no  electronic  type- 
writer in  America  sells  better. 

But  we  weren't  prepared  for 
anything  like  "I  LOVE  IT!!!"  "I 
couldn't  live  without  it!!"  "We've 
fallen  in  love  with  it." 
Yet  those  are  direct  quotes  from 
actual  letters  that  Xerox  has  been 
getting  by  the  hundreds. 
One  secretary  wrote:  "Everything  I 
type  looks  like  a  million  bucks."  Another 
'marvelled"  at  how  quickly  she  could  type 
up  letters  and  documents. 

An  Illinois  secretary  called  the  automatic  erasure  feature 
"a  blessing."  A  New  Yorker  hailed  the  Memorywriter's  display 
feature:  "I  can  see  what  I  am  typing  before  it  is  printed.  My 
invoices  are  letter-perfect  the  first  time." 


On  having  to  switch  to  an  ordinary  typewriter,  after  get- 
ting used  to  a  Memorywriter,  a  Texas  secretary  commented, 
"It's  like  going  from  a  Rolls  Royce  to  a  mule." 

V        The  Memorywriter  is  part  of  Team 
TedmXerOX  Xerox,  a  wide  array  of  products,  people 
*  '    and  services  to  help  meet  all  your  infor- 

mation needs.  For  more  information,  call  1-800-833-2323  ext. 
400,  or  your  local  Xerox  office.  Or  send  in  the  coupon. 

And  pretty  soon,  you,  too,  could  be  saying,  "Your 
Memorywriter  saved  my  sanity."  "I  LOVE  YOU,  XEROX!" 


Xerox  Corp.,  Box  24,  Rochester,  NY  14692  □  Please  have  a  sales  repre- 
sentative contact  me.  □  I'd  like  to  see  a  Memorywriter  demonstration. 
D  Please  send  me  more  information. 
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152-10-8-84 

' 


i      I 


These  days,  every  business  jet  is  trying  to 

compete  with  the  Falcon  50. 

Only  one  of  them  truly  succeeds:  The  Falcon  200. 


In  terms  of  efficiency,  performance  and  comfort, 

the  transcontinental  Falcon  200  comes  surprisingly  close  to 

the  Falcon  50 — at  a  price  of  about  $3.5  million  less. 


The  Falcon  50  has  been 
— and  continues  to  be — 
our  best-selling  airplane, 
here  and  around  the  world. 
And  justifiably  so.  It  is  an 
airplane  so  advanced  and 
so  versatile,  it  has  set 
altogether  new  standards 
for  the  modern-day 
business  jet. 

The  Falcon  200  has  been 
greeted  with  like  fanfare. 
The  newest  Falcon  to  be 
placed  in  service  with  cor- 
porate operators,  it  is  an 
airplane  surprisingly  similar 
to  the  Falcon  50,  yet  can 
be  had  for  about  $3.5  million 


less. 


Paragon  of  corporate  comfort 

The  Falcon  200  departs  radically 
from  traditional  notions  of  the  "mid- 
size" business  jet.  Because  it  isn't  a 
"midsize"  at  all.  Indeed,  the  Falcon 
200's  cabin  is  virtually  identical  to  the 
Falcon  50's  World  Class  cabin,  unique 
in  the  business  jet  world. 

The  Falcon  200  was  designed  to  fly 
on  longer  trips  (3000  statute  mile 
range,  with  NBAA  VFR  reserves),  and 
put  8 passengers  delightfully  at  ease 
for  the  duration  of  the  flight.  Like  all 
Falcon  Jet  cabins,  the  200's  World 
Class  interior  environment  was  de- 
signed with  the  aid  of  Henry  Dreyfuss 
Associates,  experts  in  ergonomics,  or 
the  science  of  adapting  machines  to 
man.  Large,  logical  and  free  of  the 
clutter  that  plagues  so  many  other 


With  its  3000  statute  mile  range 
(NBAA  VFR  reserves),  the  Falcon  200  will 
fly  8  passengers  from  New  York  to  LA. 
against  the  prevailing  winds. 


business  jets,  the  200's  cabin  achieves 
a  level  of  functional  comfort  that  has 
set  a  new  standard  for  the  industry. 

A  truly  transcontinental 
performer 

The  Falcon  200  also  boasts  a  versa- 
tility of  performance  that  smaller, 
"midsize"  business  jets  can't  approach. 

With  its  3000  statute  mile  range,  it 
can  fly  from  New  York  to  L.A.  against 
the  same  85%  probability  headwinds 
the  airlines  use  for  flight  planning. 

It  is  among  the  fastest  business  jets 
ever  built,  with  a  maximum  operating 
speed  of  Mach  .865. 

At  the  same  time,  it  is  among  the 
slowest  on  takeoff  and  approach,  with 
high-lift  technology  that  lends  it  an 
uncommon  small-airport  versatility. 

It  is  certified  to  fly  at  high  speeds 
and  altitudes,  above  most  weather 
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FaiconJet 

Teterboro,  NJ  07608 


and  airline  traffic. 

It  is  equipped  with  the 
Collins  Electronic  Flight 
Instrument  System  (EFIS), 
which  FaiconJet  intro- 
duced to  the  business  jet 
world. 

And  its  highly  advanced 
Garrett  ATF3-6  power- 
plants,  coupled  with  bril- 
liant aerodynamics,  give  it 
a  fuel  economy  that  would 
have  been  unheard-of  only 
a  decade  ago. 

The  luxury  of  choice 

With  the  Falcon  100,  200  and  50 
(and  soon  the  new  large-cabin  Falcon 
900),  FaiconJet  offers  the  most  com- 
pelling luxury  a  business  jet  manufac- 
turer can  offer — the  luxury  of  choice. 
And  while  the  Falcon  200  and  50  are 
strikingly  similar  in  so  many  respects, 
the  choice  between  them  is  clear. 
Those  companies  whose  business 
frequently  takes  them  overseas  will 
require  the  Falcon  50's  4200  statute 
mile  range  and  unique  three-engine 
design.  And  those  whose  business  is 
oriented  more  toward  domestic 
flights  will  be  brilliantly  served  by  the 
Falcon  200.  For  more  information 
about  the  Falcon  200,  or  any  of  the 
Falcon  jets,  call  Roy  Bergstrom  at 
(201)  288-8479,  or  send  us  the  coupon 
below. 

I 

□  Please  send  more  information  about  the 
Falcon  200. 

□  I'd  like  to  arrange  a  sales  presentation. 


Name/Title. 
Company  _ 


Address . 


City. 


State . 


Zip. 


Phone. 
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Now  flying  a . 


your  own  manufacturing  process. 

With  setup  time  reduced  and  the 
worker  freed  to  do  something  else, 
you  can  scrap  the  traditional  linear 
step-by-step  production  pattern  in  fa- 
vor of  manufacturing  cells  (see  dia- 
gram), machines  grouped  in  families, 
generally  in  a  semicircle,  to  perform 
in  sequence  a  variety  of  operations. 
One  machine  feeds  the  work  to  an- 
other, so  products  flow  through  them 
from  start  to  finish.  Parts  don't  sit 
waiting  to  be  worked  on,  and  forklift 
trucks  don't  travel  miles  to  move 
parts  and  materials  from  one  part  of 
the  plant  to  another. 

For  example,  one  Andersen  client 
produces  valves  in  lots  averaging  2.8 
units.  On  a  conventional  production 
line  the  valves  traveled  a  half-mile 
back  and  forth  between  departments 


during  the  two  months  it  took  to 
make  them.  Robotizing  alone  would 
not  have  helped,  says  Stoddard. 
"Throw  robots  and  automation  into 
the  traditional  flow,  and  it's  almost 
bound  to  fail,"  he  says.  "But  clean  up 
the  flow  as  the  Japanese  have  done, 
then  selectively  apply  robotics  and 
automation,  and  you'll  save  a  lot  of 
money  and  be  a  lot  more  successful." 

So  Andersen  simply  grouped  the 
lathes  and  drills  used  to  make  the 
valves  into  U-shaped  cells.  Now  the 
valves  travel  a  few  hundred  feet  and 
are  produced  in  two  to  three  days  in- 
stead of  two  months. 

Or  take  the  U.S.  machine-parts 
manufacturer  that  required  24  weeks 
to  produce  a  product  the  Japanese 
could  produce  and  ship  in  6.  With 
Andersen's  help  the  U.S.  company  got 


A  manufacturer's  makeover 


When  manufacturing  flow  in  this  plant  was  reorganized,  production  lead 
time  fell  from  12  weeks  to  1;  space  required  dropped  by  a  third.  Before, 
machines  were  grouped  by  type,  and  parts  traveled  long  distances 
between  steps.  After,  each  step  is  handled  within  an  independent  cell. 


production  time  down  to  20  days,  in- 
creased labor  productivity  by  50%, 
cut  inventory  by  80%  and  became 
competitive  again.  Savings  were  so 
great,  the  manufacturer  didn't  need 
the  $350,000  computer-driven  ma- 
chinery he  was  planning  to  buy. 

"It's  organization,  not  hardware," 
Stoddard  explains.  "People  want  a 
high-tech  solution,  some  wonderful 
magic  bullet.  And  this  is  not  a  magic 
bullet.  We  haven't  really  done  any- 
thing any  different  except  regroup  and 
re-lay-out  some  of  the  flow.  If  I  can 
manufacture  a  part  in  two  days  in- 
stead of  two  months,  the  computer 
system  doesn't  have  to  keep  track  of 
all  that  tracking  and  movement." 

The  same  is  true  of  computerized, 
or  "numerically  controlled,"  tools, 
the  basis  of  most  modern  manufactur- 
ing systems.  "We  have  found  that  NC 
equipment  does  not  generate  the 
kinds  of  savings  the  vendors  claim," 
Stoddard  says.  "In  the  real  world,  ev- 
erything is  hunky-dory  until  you  hit 
the  first  tool  post — the  post  that  holds 
the  insert  that  has  to  cut  the  metal. 
Whack  that  up  against  something  and 
throw  it  off  five-thousandths  of  an 
inch  and  you  can't  position  it  within 
two-thousandths  like  you're  supposed 
to,  and  your  specs  are  off.  The  real 
world  starts  to  eat  away  at  those  bene- 
fits you  looked  for  from  an  NC."  Once 
again,  pinpoint  planning. 

And  what  applies  to  NC  tools  ap- 
plies to  other  high-tech  solutions  as 
well.  True,  Stoddard  concedes,  "Ro- 
botics is  part  of  the  Japanese  success." 
But  mostly  the  Japanese  use  "pick- 
and-place"  robots  that  simply  move  a 
part  from  one  place  to  another,  or 
stationary  welding  robots,  not  the 
more  sophisticated  robots  that  move 
on  several  axes  or  sense  and  adjust  to 
changing  conditions.  "Those  are  the 
kind  of  robots  they'd  like  to  sell  us," 
Stoddard  says.  "They'd  like  to  have  us 
do  the  pioneering,  and  then  when  we 
get  through  shaking  it  down  and  per- 
fecting it,  they'll  pick  it  up." 

Andersen's  approach  is  anything 
but  radical,  even  to  the  companies 
that  most  ambitiously  promote  the 
electronic  factories  of  the  future.  At 
General  Electric's  highly  touted  auto- 
mated locomotive  plant  in  Erie,  Pa., 
for  example,  a  first  step  was  to  reorga- 
nize the  flow  of  materials  and  even 
out  the  production  cycle — a  move 
that  with  selective  automation  has 
upped  efficiency  by  a  third.  "It's  ba- 
sic," manager  of  productivity  in  Erie 
Duane  Shull  once  explained.  "It's 
what  you  would  have  to  do  anyway  if 
you  were  going  to  do  something  logi- 
cally." There's  a  lesson  in  that  for 
much  of  U.S.  industry  today.  ■ 
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Nobody  makes  risk  management 
easier  than  IibertyMutual. 

The  fact  that  liberty  Mutual  is  the  nation's 

largest  writer  of  Workers'  Compensation  Insurance  probably  doesn't 

surprise  you.  As  a  Risk  Manager,  you  are  doubtless  well 

acquainted  with  the  outstanding  quality  of  Liberty  Mutual's  claims 

and  loss  prevention  services. 

Now  we  can  help  you  and  your  entire 

operation  become  even  more  effective,  more  efficient.  With 

RISKTRAC,™  the  proven  risk  management  information  system 

from  Liberty  Mutual.  RISKTRAC  is  designed  specifically  for  risk 

managers  and  meets  your  information  needs  in  four  key  areas:  claims, 

coverage,  locations  and  billings.  That  lets  you  consolidate  your  entire 

insurance  program  into  one  system. 

Liberty  Mutual  experts  can  tailor  a  RISKTRAC  package 

to  fit  your  unique  needs.  We'll  help  with  personal  instruction  and  follow-up 

support.  Your  job  is  made  easier  because  your  information  needs  are  met  in 

minutes  instead  of  weeks;  your  decisions  become  quicker  and  more  accurate. 

And,  because  RISKTRAC  is  menu-driven  and  uses  plain  English, 

you'll  find  it  simple  to  operate. 

Find  out  more  about  RISKTRAC  now.  We're  sure 

you'll  agree  that  RISKTRAC  is  the  newest  reason  Liberty  Mutual  is 

going  to  continue  to  be  number  one  in  Workers'  Compensation. 

As  for  making  your  job  easier,  RISKTRAC  is  another 

way  we're  going  to  be  there  for  you. 

\  LIBERTY 

MUTUAL 

Were  going  to  be  there  for  you. 


"i 


INJURIES-. 


WORK  HOURS 


IV 


Call  your  local  Liberty  Mutual  representative,  or  mail  this 

request  to: 
Edgar  W  Franz,  Vice  President 
National  Sales  Department 
Liberty  Mutual 
175  Berkeley  Street 
Boston,  MA  02117 


Name 

Title 

Phone 

Company 

Address 

/     J 

City 

/     State 

■'  Zip 

- 

FB10/8 

c  1984  Liberty  Mutual  Insurance  Company, 
Liberty  Mutual  Fire  Insurance  Company, 
Liberty  Lite  Assurance  Company  ot  Boston , 
Home  Office:  Boston 
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Outside  Washington,  along  1-495  and 
1-270  and  1-66,  the  life  sciences  and  the 
death  sciences  thrive.  They  amount  to  a 
shadow  government  solving  problems  the 
real  government  may  not  even  know  it  has. 

The  beltway 
bandits 


By  Allan  Dodds  Frank 


AT  EIGHT  IN  THE  MORNING  you 
can  spend  50  minutes  travers- 
b  ing  the  25  miles  from  Chevy 
Chase  in  Maryland  to  Vienna  in  Vir- 
ginia on  1-495.  That's  the  Capital 
Beltway,  66  miles  of  freeway  ringing 
Washington,  D.C.,  and  you  may  not 
do  much  better  at  noon  or  at  5.  1-270, 
nicknamed  Satellite  Alley,  radiates 
northwest    from    495    to    suburban 


Beltways  mean  business 


Maryland,  while  1-66  cuts  its  swath 
west  through  northern  Virginia's 
bluegrass  hunt  country.  McLean, 
Chevy  Chase,  Potomac,  Great  Falls, 
Gaithersburg,  Reston,  Tysons  Corner, 
Wheaton— -:  hese  are  beltway  names. 

These  roads  Washington's 

contract  givei  contract  get- 

ters— consult:.  '  if ic  designers 

and  comrnun;.  men  and 

women  of  the  bell  :  to  a 

shadow  governm<  ,,g  fu. 

ture  agendas  for  go.  Lg 

years  before  Congr.. 


tration  even  senses  a  problem.  In  Wash- 
ington they  are  affectionately  called 
the  beltway  bandits  in  honor  of  a  noto- 
riously successful  burglar  who  in  the 
1 970s  commuted  via  the  beltwav  from 
housebreaking  to  housebreaking.  Get 
a  feeling  for  what  goes  on  along  the 
beltway,  and  you  may  know  all  you 
need  to  know  about  the  upper  reaches 
of  the  service  economy. 

The  Potomac  River,  over  which  the 
beltway  passes,  gives  the  region  its 
physical  character,  but  divides  it  in 
spirit.  The  staid  precincts  of  Mary- 
land's Montgomery  County,  densely 
populated  by  doctors  and  scientific 
researchers,  are  distinctly  liberal  Yan- 
kee in  philosophy.  On  the  Virginia 
side,  in  Fairfax  County,  retired  gener- 
als and  CIA  types  give  it  a  feel  of  the 
conservative  South,  with  a  touch  of 
high-rise  Houston  thrown  in. 

"In  Montgomery  County,  we  have 
the  life  sciences.  In  Fairfax  County, 
they  have  the  death  sciences,"  jokes  a 
local  economic  development  official. 
He  speaks  some  truth.  Biomedical  in- 
dustries thrive  in  Maryland,  while  in 
Virginia,  defense  work  powers 
growth.  It's  the  wimps  and  the  war- 
riors, the  cancer-cure  researchers  and 
the  laser  death-ray  designers.  Earle 
Williams,  an  ex-Army  officer — Spe- 
cial Weapons  Electronics — now  com- 
manding BDM  International,  a  Fairfax 
consulting  company  with  $151  mil- 
lion in  sales  last  year,  says,  "Oh,  you 
mean  we're  the  electron  types  and 
they're  the  bug  people." 

Naturally,  there  are  the  nerds,  the 
computer  experts  in  telecommunica- 
tions— the  science  of  connecting  oth- 
er sciences — and  they  blanket  both 
banks  of  the  mighty  green  river. 

Wimps,   warriors  and  nerds  alike 


s  bv  Bill  Ballenbeig 


understand  the  rules  of  beltway  ban- 
ditry. "First,  grab  a  firm  hold  of  the 
udder,  get  a  good  grip  and  .then  sink 
your  eyeteeth  in  so  you  can't  fall  off," 
jokes  fames  McAlear,  a  molecular 
biochemistry  research  entrepreneur 
in  Rockville,  Md.  The  udder  belongs 
to  the  Great  Cow,  the  federal  govern- 
ment. In  the  last  ten  years  McAlear 
and  his  little  company,  EMV  Gen- 
tronixs,  Inc.,  have  gotten  money  from 
the  National  Aeronautics  &.  Space 
Administration,  the  Department  of 
Defense,  the  Food  &.  Drug  Adminis- 
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Looking  north  on  1-270,  Satellite  Alley,  in  Maryland  between  Rockville  and  Gaithersburg 


tration  and  the  National  Science 
Foundation  for  biological  microanaly- 
sis. But,  like  hundreds  of  other  ambi- 
tious scientists  in  the  area,  McAlear 
wants  bigger  problems.  He's  trying  to 
develop  a  biochip — a  nonelectronic, 
chemically  driven  chip  that  would 
store  much  more  information  than  a 
silicon  chip,  yet  be  immune  to  elec- 
tromagnetic pulses  from  nuclear 
blasts,  which  could  knock  out  "Star 
Wars"  weapons. 

Courtiers  have  been  supping  at  the 
federal    table,    of   course,    since    the 


White  House  and  the  Capitol  opened 
for  business  in  1800.  But  the  founda- 
tion for  today's  beltway  business  was 
laid  by  the  Eisenhower  Administra- 
tion, which  began  moving  govern- 
ment agencies  to  then-rural  suburbs. 
In  the  late  1950s,  to  promote  sensitive 
scientific  and  intelligence  research 
(and  to  skirt  government  pay  limita- 
tions for  scientists),  Congress  special- 
ly chartered  nonprofit  companies, 
such  as  Mitre  Corp.,  to  handle  ad- 
vanced planning.  That  was  work  once 
done  exclusively  by  the  government 


or  by  early  think  tanks,  notably  the 
Rand  Corp.  in  Santa  Monica,  Calif. 

Government  is  still  the  driving 
force.  But  in  the  last  five  years  dereg- 
ulation, international  trade  and  the 
communications  business  have  given 
the  region  fas  the  engineers  here  say) 
the  minimum  critical  mass  for  a 
strong  private  sector.  There's  enough 
action  for  them  to  sell  not  only  to 
government  but  to  each  other  as  well. 

Some  companies  that  started  as 
consulting  outfits  are  maturing  and 
are  actually  making  products.  Atlan- 
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Construction  at  Tysons  Corner,  Va. 


Retired  colonels  at  Army-Navy  Country  Club  in  Fairfax 


Montgomery  Count) 


tic  Research  Corp.  is  typical,  its  head- 
quarters near  the  beltway  in  Virginia 
appears  to  be  two  stories  high,  but 
there  are  four  more  levels  under- 
ground for  high-security  defense  re- 
search work.  Atlantic  started  by  re- 
searching solid-state  rocket  propel- 
lants  and  now  makes  small  locket 
motors  for  missiles.  With  technology 
learned  while  grinding  rocket  pow- 
ders, Atlantic  Research  is  developing 
new  inks  to  sell  to  the  Treasury  for 
printing  money. 

At  Genex  in  Rockville,  Md.  the 
transition  is  from  research  on  gene- 
splitting  and  microbes  to  using 
"bugs"  and  enzymes  to  manufacture 
aspartame  for  artificial  sweeteners 
and  a  new  drain  cleaner  called  Proto 
that  uses  microbes  to  dissolve  hair. 
"They've  got  a  lot  of  brilliant  guys 
working  on  a  lot  of  brilliant  ideas. 
Now  they'll  see  if  they  can  make  any 
money  with  one  of  them,"  says  Nich- 
olas Ruffin,  a  stockbroker  with  Alex. 
Brown  &  Sons. 

The  breakup  of  AT&T,  the  success 
of  Washington- based  MCI  and  the  lo- 
cation here  of  Comsat  and  Intelsat 
(and  the  Federal  Communications 
Commission  and  Congress)  are  luring 
the  communications  companies,  too. 
"Everybody  has  much  more  interest 
in  their  competitors  than  in  those 
happy  days  when  everything  was  reg- 
ulated and  on  file  in  the  public  rec- 
ord," says  Lee  Paschall,  chairman  of 
American  Satellite  Co.  in  Rockville, 
Md.  "If  you  look  at  those  companies 
who  haven't  moved  their  headquar- 
ters here,  you'll  find  their  local  offices 
have  grown  dramatically." 

The  traffic  jams  symbolize  the  vi- 
tality, the  never-say-quit  spirit  of  the 
beltway.  In  1983,  10,000  direct  federal 
jobs  vanished  in  Washington,  but 
more  than  170,000  people — enough  to 
populate  three  new  Palo  Altos — 
moved  to  the  area,  with  70,000  new 
jobs  generated  by  telecommunica- 
tions and  technology  service  indus- 
tries. What  efficiency  takes  away,  the 
revolving  door,  as  it  is  called,  gives 
back.  Governrfient  employees  and 
academics  frequently  become  belt- 
way  entrepreneurs,  opening  small 
companies  along  the  highways.  They 
can  gab  in  the  acronyms  that  pepper 
Washington  conversations.  They  un- 
derstand the  idiosyncrasies  of  con- 
tracting, know  what  numbers  to  call 
and  which  programs  still  have  money. 

Ronald  Reagan  promised  to  fire 
consultants,  but  one  federal  source 
estimates  that  direct  consulting  work 
rose  from  $1.1  billion  in  1979  to  $1.5 
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billion  this  year.  Others  suggest  that 
consulting,  under  other  names,  may 
be  a  $10  billion-a-year  business. 

More  than  800  technology  compa- 
nies have  been  started  in  or  moved  to 
the  region  in  the  last  decade.  "You'll 
never  cut  the  beltway  bandits,"  says 
Robert  Reed,  who  heads  the  Tysons 
Corner  office  of  Johnston,  Lemon  & 
Co.,  stockbrokers.  "Hell,  if  Mondale 
gets  elected,  defense  spending  may  go 
down,  but  they'll  spend  millions  on 
consultants  just  identifying  needy 
and  homeless  Americans." 

The  now-familiar  mutual-assis- 
tance pacts  among  government,  busi- 
ness and  academe  are  an  art  form  here. 
Montgomery  County  is  building  a  bio- 
medical industrial  park.  The  Universi- 
ty of  Maryland  is  adding  multimillion- 
dollar  engineering  and  automation  re- 
search programs  to  work  with 
industry.  In  Fairfax,  businessmen 
pump  money  into  George  Mason  Uni- 
versity to  turn  it  into  a  topflight  re- 
search and  graduate  institution. 

Politics  isn't  ignored,  either.  "Poli- 
tics won't  get  you  anywhere  by  itself, 
but  it  is  necessary  to  have  the  ability 
to  get  the  review  process,"  says  Porter 
Bankhead,  chairman  of  Systems  &. 
Applied  Sciences  Corp.,  a  $40  million 
defense  contracting  outfit  in  Tysons 
Corner.  That's  vintage  bandit-ese  for 
being  able  to  call  a  congressman  to 
complain  when  you  didn't  get  the 
contract.  These  contracts  are  worth 
fighting  over.  Planning  Research 
Corp.  at  Tysons  Corner  just  won  a 
$289  million,  18-year  contract  to 
computerize  and  run  the  U.S.  Patent 
Office  records. 

The  freeways  create  a  big,  rich  re- 
gion: 1.25  million  people  in  Fairfax 
and  Montgomery  counties,  with  me- 


Capital  Beltway 


dian  household  income  averaging 
$47,600  and  $35,682  respectively, 
against  a  national  average  of  $23,433. 
The  children  are  smarter,  too:  SAT 
scores  average  in  the  960s,  against  an 
893  national  average.  But  there  is  no 
center,  although  the  mahogany-pan- 
eled bar  at  Clyde's  of  Tysons  Corner 
might  pass  for  one.  It's  a  spacious 
watering  hole  that's  been  a  tradition 
since  1980.  "The  old  money  missed 
what  happened  here,"  says  Marty  Ir- 
ving. In  one  deal  in  which  Irving  was 
involved,  Tycon  Developers  just  com- 
missioned architect  Philip  Johnson, 
designer  of  AT&T's  new  headquarters 
in  New  York  City,  to  build  three  17- 
story,  faintly  Jeffersonian,  columned 
office  buildings  totaling  1.5  million 
square  feet.  A  touch  of  class  at  Tysons 
Corner  would  be  a  novelty;  in  these 
parts  most  buildings  look  as  if  they 
were  designed  late  one  afternoon.  The 
neighborhood  already  has  nearly  10 


Softball  champions  of  Fairfax  Count}' 


million  square  feet,  about  double  the 
office  space  available  in  downtown 
Richmond,  Virginia's  capital,  and  will 
add  more  than  2  million  square  feet 
next  year. 

Everybody  at  Clyde's  has  some- 
thing to  sell.  One  oak  bar  stool  over, 
an  attractive  woman  is  trying  to  con- 
vince an  office  manager  to  buy  her 
office  coffee  service.  A  couple  stools 
over,  Bill  Covell  talks  about  telecom- 
munications data  processing  systems. 
He's  a  salesman  making  double  the 
old  GST  5  salary  he  earned  as  a  Postal 
Service  bureaucrat.  "There  are  a  lot  of 
guys  around  town  driving  Mercedes 
on  business  I  gave  them,"  he  says. 
Now  he  wants  his.  Richard  Yoder, 
who  integrates  data  processing  sys- 
tems, explains  how  the  contractors  of 
the  beltway  are  the  taxpayers'  friend. 
"We  eliminate  the  cradle-to-grave 
syndrome  of  the  government  employ- 
ee. You  can't  fire  them,  but  you  can 
fire  the  contractor." 

It's  easy  to  joke  about  the  process  of 
work  as  practiced  by  the  beltway  ban- 
dits. For  example,  there's  talk  of  al- 
lowing entry-exit  ramps  from  the 
freeways  to  some  adjacent  office 
buildings  to  ease  traffic  congestion. 
Here  is  how  the  bandits  would  turn 
that  into  money. 

Preliminary  study  to  identify  prob- 
lems to  be  studied:  two  months, 
$22,500. 

Traffic  survey,  including  census  of 
vehicle  origin:  six  months,  $300,000. 

Driver-attitude  and  carpool-feasi- 
bility  study:  three  months,  $85,000. 

Siting  survey  for  location  of  ramps, 
access  roads,  crosswalks  and  over- 
passes: six  months,  $125,000. 

Design  new  computerized,  interac- 
tive traffic  flow  and  control  system 
[red  lights]:  nine  months,  $250,000. 

Poll  area  firms  on  flextime  to  allevi- 
ate rush  hour:  six  months,  $75,000. 

Study  of  interoffice  minibus/jitney 
service  and  incorporation  of  bike  and 
jogging  trails:  five  months,  $160,000. 

Identify  mass-transit  improve- 
ments, additional  bus  service,  light 
rail  option:  four  months,  $100,000, 
plus  travel  to  study  other  cities. 

Preliminary  air  pollution  control 
study:  nine  months,  $175,000. 

Systems  integration  and  hiring  of 
full-time  directors  and  support  staffs 
for  study-liaison  committee,  inter- 
agency task  force,  joint  private  indus- 
try and  local-state-federal  govern- 
ment cooperative  council:  eight 
months,  $400,000. 

Preparation  of  final  environmental 
impact  statement:  two  years,  six 
months  and  $5  million. 

Along  495  and  270  and  66,  that's 
the  stuff  that  dreams  are  made  of.  ■ 
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NORFOLK  SOUTHERN'S 


1 


THEFUTURE. 


Norfolk  Southern's  people  have  de 
signed  a  computer  system  which  lets 
our  train  dispatchers  see  what's  in 
store  for  rolling  freight  trains  during 
the  next  eight  hours. 

With  this  exclusive  system  already 
operational  on  three  divisions,  our  dis 
patchers  get  vital  train  movement  in- 
formation instantly.  Graphic  displays 
in  color  pinpoint  the  location  of  every 
train  over  hundreds  of  miles  of  track. 
And  by  look!       [ghi  hours  into  the  fu 


ture  dispatchers  can  make  decisions 
that  speed  up  train  movement  and 
minimize  delays. 

More  reliable  operation  resulting 
from  computer-aided  dispatching 
helps  our  customers  keep  inventories 
low.  It  works  so  well  that  Norfolk 
Southern  will  install  nine  more  such 
systems  along  its  lines  this  year  and 
next. 

Computer-aided  dispatching. 
Another  outstanding  example  of 


Thoroughbred  Service. 

For  more  information  on  how  Thor- 
oughbred Service  works  to  your  advan- 
tage, call  any  one  of  Norfolk  South- 
ern's 82  sales  offices. 


■  World's  largest  coal  transshipment  facility; 

■  Outstanding  safety  record  among  Class  1  railroads; 

■  Consolidated  sales  force,  single-system  service; 

■  Best  damage  claims  ratio  in  the  East. 

THOROUGHBRED  SERVICE. 

ONLY  NORFOLK  SOUTHERN  HAS  IT. 
NOTHING  ON  WHEELS  CAN  MATCH  IT 


? 


NORFOLK 
SOUTHERN 


©  1984,  Norfolk  Southern  Corf, 
Norfolk  and  Western  Railway  Con 


L'iidiarit    >f  Norfolk  Southern  Corporation. 
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The  1985  Chrysler  Fifth  Avenue 

Luxury  With  The  Utmost  Respect 

For  Your  Money 


Chrysler  Fifth  Avenue  may  cater  to  the  rich,  or  those  in  comfortable 
circumstances.  But  never. . .  never  the  foolish.  Because  with  all  its  inherent  luxury, 
it  chooses  not  to  ignore  value. 

For  example,  it  is  the  only  luxury  car  at  its  price  that  gives  you  a  5-year/ 
50,000-mile  Protection  Plan*  It  also  has  established  an  impressive  record  in 
k  resale  value.  One  that  compares  favorably  with  Lincoln  and  Cadillac** 

Its  list  of  luxury  items  that  come  standard  is  a  tale  unto  itself. 
■j  Outstanding  features  crowd  the  list,  but  we  will  not  bore  you  with 

^  a  complete  detailing  of  all  49.  Here  are  a  notable  few: 

Authentic  V-8  power  •  Power  features  that  strip  away  the 
drudgery  of  driving  •  Air  Conditioning  •  Anti-noise  barriers 
for  a  deep  inner  quiet  •  Full  6-passenger  room  with 
plush-pillowed  comfort. 

Chrysler  Fifth  Avenue.  It  just  may  be  the  best  luxury 
car  value  in  America  today.  Buy  or 
^  lease  one  at  your  Chrysler-Plymouth  dealer. 

Buckle  up  for  safety. 


Chrysler 


Chrysler.  Best  built,  best  backed  American  cars. 

•Whichever  comes  first  Limited  warranties  en  powertram  and  outer  body  rust-through  Deductible 
applies  Excludes  fleet/leases  Dealer  has  details  ••According  to  recent  NADA  reports  tLowest 
percent  of  NHTSA  safety  recalls  for  '82  and  '83  models  designed  and  built  in  North  America 
Best  backed  based  on  warranty  comparison  of  competitively  priced  vehicles 


A  reborn  fad  in  the  publishing  business 
turns  out  to  be  treasure-hunt  books.  Who's 
getting  most  of  the  booty?  Who  else? 

Where  fools 
rush  in 


By  Alex  Ben  Block 


Since  the  surprise  success  near- 
ly four  years  ago  of  Mascjuerade, 
a  British  treasure-hunt  book 
that  sold  over  a  million  hardback 
copies,  there  has  been  a  steady  trickle 
of  copycats.  The  stream  has  become  a 
flood  with  more  than  a  dozen  books 
and  prerecorded  videocassettes  now 
on  the  market,  offering  prizes  of  as 
much  as  $500,000  for  solving  some 
sort  of  murky  mystery. 

There's  nothing  new  about 
treasure-hunt  books.  One  of 
the  first  appeared  in  England 
in  1905 — a  murder  mystery 
called  Four  Just  Men,  whose 
publishers  offered  £500  (worth 
$28,000  today)  to  any  reader 
who  could  solve  the  mystery. 
Unfortunately  they  forgot  to 
put  a  limit  on  the  number  of 
winners  and  went  broke. 

Today's  publishers  avoid 
such  pitfalls.  If  anything,  they 
are  the  ones  finding  treasure  in 
the  curiosity,  greed  and  gull- 
ibility of  the  public.  Here  are 
some  examples: 

•  The  Killing  of  the  Robins 
Family,  published  in  1983  by 

William    Morrow,    offered    a     

$10,000  prize  and  sold  over  300,000 
copies  in  hardcover,  at  $9.95  a  copy. 
Bill  Adler,  the  New  York  book  pack- 
ager who  thought  it  up,  and  Thomas 
Chastain,  who  wrote  it,  pocketed  $1 
million  between  them.  A  sequel,  The 
Revenge  of  the  Robins  Family,  with  a 
$10,001  prize,  has  already  sold 
175,000  copies  at  $10.95  each. 

•  Prize  Meets  Murder,  which  offers  a 
prize  of  $15,000  for  the  best  solution 
to  a  mysterious  homicide,  has  sold 
over  700,000  copies  in  a  $2.95  Pocket 
Book  paperback  edition.  Authors  Otto 
Penzler  and  R.T.  Edwards  (a  pseud- 


onym) have  just  released  their  second 
in  the  series  TJye  Medical  Center  Mur- 
ders, with  another  $15,000  prize. 
Penzler,  proprietor  of  Manhattan's 
Mysterious  Book  Shop,  is  now  ready- 
ing a  series  called  "The  Murder  Dos- 
siers," which  will  contain  fictional 
police  files,  maps,  photos  from  the 
murder  scene  and  other  clues  to  help 
treasure  hunters. 

•  Kit  Williams,  author  of  Masquer- 
ade, which  sold  300,000  copies  in  the 


IntraVision  President  Bany  /..  Grieff 
He's  already  found  his  treasure. 


York  called  IntraVision. 

Treasure,  which  appeared  last 
month,  is  about  a  young  girl  searching 
for  her  missing  father  and  her  horse. 
The  contest  winner  will  have  to  figure 
out  where  a  2.2-pound,  24kt  gold 
horse,  worth  $12,000  at  current  gold 
prices,  has  been  buried.  (Hint:  It  is 
somewhere  in  the  continental  U.S.)  In 
the  horse's  belly  is  a  safe  deposit  box 
key  that  fits  a  vault  containing  a  certi- 
ficate that  entitles  the  winner  to 
$25,000  a  year  for  20  years,  plus  the 
horse.  If  it  isn't  found  within  five 
years,  the  $500,000  in  prize  money 
goes  to  charity.  The  actual  cost  to 
IntraVision  for  an  annuity  to  pay  the 
prize:  $210,000. 

Intra  Vision's  innovation  is  to  put 
out  variations  of  the  puzzle  in  a  lot  of 
different  media — a  large-format, 
colorful  Warner  paperback  book 
($12.95),  videocassettes  and  video- 
disks  ($29.95  to  $39.95  each).  While 
it's  possible  to  win  with  the  book, 
cassette,  videodisk  or  record  separate- 
ly, the  clues  are  somewhat  different  to 
encourage  treasure  hunters  to  buy 
them  all. 

Barry  L.  Grieff,  38,  IntraVision's 
president,  is  thinking  big.  He  hopes 
there  will  be  a  Treasure  cable-TV  show, 
record  album,  home  computer  video- 
rj  Kappier  game,  board  game,  jigsaw  puz- 
zle and  a  stuffed  animal  that 
looks  like  the  horse.  The  former 
record  producer  and  promoter 
got  seed  money  from  a  group  of 
venture  capitalists  and  then 
took  IntraVision  public  in  July. 
Although  it  had  no  revenue  and 
had  yet  to  prove  it  had  a  market- 
able product,  investors  paid  In- 
traVision $3.5  million  for 
25.1%  of  the  company. 

How  long  can  the  current  fad 
continue?  Probably  not  long. 
There  are  already  signs  that  it 
has  peaked.  For  example,  last 
sphngMo?^' Hiuit,  an  old-fash- 
ioned pulp  novel  on  videocas- 
sette  (at  $29.95  each)  from 
California's  Karl  Video,  offered 
a  $100,000  prize  for  the  correct 


U.S.,  now  has  a  second  book  out,  pub- 
lished by  Alfred  A.  Knopf  for  $10.95. 
Object:  Figure  out  the  book's  title. 
Prize:  a  mahogany  bee  box,  which  in- 
cludes a  sculpture  of  a  bee  in  solid 
gold.  The  answer  must  be  submitted 
in  a  nonwritten  form,  such  as  a  film  or 
a  song. 

•  The  newest  wrinkle  in  this  old 
publishing  gimmick  moves  treasure 
hunts  into  the  uncharted  waters  of 
electronic  publishing.  One  audacious 
example  is  Treasure,  which  has  been 
financed  through  a  public  stock  offer- 
ing by  a  startup  company  in  New 


location  of  a  safety  deposit  box  con- 
taining the  loot.  Marketers  expected 
sales  of  250,000  cassettes,  but  actually 
sold  only  about  100,000.  The  contest 
closed  Sept.  1 1  without  a  winner  and 
has  been  extended  through  January 
with  $15,000  in  extra  prize  money. 

Bill  Adler,  who  originated  the  Rob- 
ins book,  understands  that  fads  are 
generally  as  painful  on  the  way  down 
as  they  are  profitable  on  the  way  up. 
Says  Adler:  "A  year  and  a  half  from 
now  it'll  be  over.  There  will  be  a  quiet 
period,  and  four  or  five  years  from 
now  it  will  start  all  over  again."  ■ 
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Computers  can  do  marvelous  things.  But 
they>  cant  make  your  assumptions  for  you. 


Diller's 
dillies 


By  Ben  Weberman 


I ast  Apr.  24  a  GNMA  trader  at 
_  Goldman,  Sachs  &.  Co.  had  a 
I  problem.  A  client  wanted  to 
sell  $1  million  worth  of  13.5% 
GNMA  mortgage  passthrough  certifi- 
cates. The  trader  bid  100.625,  even 
though  he  was  pretty  sure  the  market 
was  ready  to  fall  sharply.  He  had  no 


choice.  Goldman,  like  its  major  com- 
petitors, makes  markets  in  good  and 
bad  times. 

And  the  market  did  drop.  On  May 
24  the  GNMAs  were  finally  resold  at 
96.3125— or  $43,125  less  than  Gold- 
man paid.  But  the  trader  wasn't  fired. 
In  fact,  he  didn't  even  lose  any  money. 

Why?  Because  back  in  April  he  had 
flashed  on  his  video  screen  a  set  of 


Goldman,  Sachs'  Statiley  Dille> 
Computers  can't  predict  the  future. 


computer-generated  hedging  alterna- 
tives worked  up  by  Stanley  Diller, 
head  of  Goldman's  Financial  Strate- 
gies Group.  Following  Diller's  recom- 
mendations, the  trader  sold  short  ten 
September  1984  T  bond  contracts  of 
$100,000  each. 

By  May  24  the  price  of  the  T  bond 
contract  had  dropped  from  64.6875  to 
60.0625.  Result:  Goldman  took  its 
$43,125  loss  on  the  GNMAs,  picked 
up  $3,333  in  net  interest  gain  (the 
difference  between  the  13.5%  it  re- 
ceived on  the  GNMAs  and  the  9.5% 
cost  of  financing  the  position)  and 
took  a  $46,250  gain  on  its  short  posi- 
tion. Instead  of  a  $39,792  loss  without 
a  hedge,  Goldman  made  a  profit  of 
$6,458  during  a  steep  market  decline. 
Hedging  is  as  old  as  investing,  of 
course.  If  you  hold  a  long  position, 
take  a  short  position  in  the  same  or  a 
similar  commodity,  so  your  gains  and 
losses  cancel  each  other  out,  no  mat- 
ter what  the  market  does.  But  Diller 
can  identify  issues,  maturities  or  cou- 
pons— searching  thousands  of  trans- 
actions in  the  cash  market,  futures 
market  or  forward  market — with  an 
accuracy  that  was  impossible  before 
computers  came  along. 

Diller's  department 
staffers  at  Goldman  are 
a  strange  breed  of  cat 
for  Wall  Street.  The 
only  economist  on  his 
staff  of  1 7  professionals 
is  Diller  himself. 
There's  one  M.B.A. — a 
secretary.  Nine  staffers 
are  Ph.D.s,  in  such  di- 
verse fields  as  biology, 
chemistry,  mathemat- 
ics and  physics. 

But  they  have  made 
plenty  of  money  for 
Goldman,  Sachs  part- 
ners and  clients  since 
Diller  arrived  in  1976 
from  Citibank.  In  addi- 
tion to  hedging, 
Diller's  computers  are 
valuable  to  Goldman's 
corporate  pension  fund 
clients  in  setting  up 
dedicated  trusts  to  pay 
off  future  obligations 
(Forbes,  Dec  21,  1981 
and  May  7,  1984). 

Say  XYZ  Co.  has  a 
large  number  of  al- 
ready-retired employ- 
ees covered  by  its  pen- 
sion plan.  Thus  a  large 
amount  of  the  coming 
years'  pension  obliga- 
tion is  locked  in.  The 
computer  can  identify 
high-yield  issues,  to  as- 
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25  reasons  why  Escort 

is  the  first  line  of  defense 

against  traffic  radar 


ESCORT  finds  radar.  We  were  awarded 
highest  marks  for  long  range  warning  in  Car 
and  Driver's  most  recent  test  of  all  leading 
brands.  But  the  testers  didn't  stop  there.  "The 
ESCORT  is  clearly  the  leader  in  the  field 
in  value,  customer  service  and  perform- 
ance..."  they  said. 

With  ESCORT,  you  get  the  complete 
radar  detection  system.  We've  constantly  up- 
dated and  refined  ESCORT  since  its  intro- 
duction six  years  ago  to  keep  it  the  best. 
We  think  its  list  of  features  is  unmatched. 
Every  ESCORT  has  the  following  standard 
equipment: 

1  Superheterodyne  Receiving  Circuitry 
provides  longer  detection  range  and  greater 
selectivity  than  any  other  design. 

2  Varactor-Tuned  Gunn  Oscillator  pin- 
points X  and  K  band,  thereby  tuning  out  all 
other  signals  in  the  microwave  band. 

3  Digital  Signal  Processor  (patented)  dif- 
ferentiates between  X  and  K  band,  triggering 
separate  warnings  for  each. 

4  Scan  Time  of  .016  Seconds  captures  all 
police  radar,  even  Kustom  Signals  KR11  in 
the  pulsed  moving  mode. 
5STatistical  Operations  Processor 
(ST/O/P™)  rejects  false  alarms  broadcast  by 
poorly  designed  imported  radar  detectors. 

6  Analog  Signal  Strength  Meter  indicates 
at  a  glance  not  only  radar  strength,  but  the 
strength's  rate  of  change. 

7  Amber  Alert  Lamp  has  highest  reflec- 
tance/transmittance  ratio  for  optimum  visi- 
bility, day  or  night. 

8  Photoelectric  Eye  automatically  dims 
alert  lamp  at  night  to  minimize  glare. 

9  Coherent  Audio  Tone  pitched  at  1024  Hz 
for  clear,  yet  annoyance-free  warning. 

10  Separate  Audio  Warnings  for  X  and  K 
bands  to  distinguish  the  two  types  of  radar. 

11  Variable  Rate  Audio  pulses  faster  as 
radar  nears,  to  indicate  radar  strength. 


12  Audio  Volume  Control  allows  exact  ad- 
justment to  suit  interior  sound  level  of  car. 

13  City/Highway  Switch  adjusts  X  band 
sensitivity  for  optimum  detection. 

14  LED  Power-On  Indicator  allows  user  to 
confirm  unit  is  in  operation  at  a  glance. 

15  Heavy-Duty  Housing  of  extruded  6063- 
T5  aluminum  will  not  break  or  deform. 

16  Low-Profile  Design  is  only  1 .45"  high  x 
5.25"  wide  x  5.00"  deep. 

17  Four-Way  Clip  for  convenient  dash  or 
visor  mounting. 

18  Hook-and-Loop  Strips  for  other  mount- 
ing applications. 

19  Cigar  Lighter  Power  Connector  for 
quick  installation. 

20  Lighter  Socket  Adapter  fits  unusual 
lighter  sizes. 

21  Quick-Disconnect  Power  Jack  allows 
easy  removal. 

22  Protective  Molded  Carrying  Case  for 
your  convenience. 

23  Spare  Fuse  and  Alert  Lamp  Bulb. 

24  Twenty-Page  Comprehensive  Hand- 
book gives  instructions  for  optimum  use. 

25  Full  One-Year  Limited  Warranty 
covers  both  parts  and  labor. 

The  Direct  Connection 

Every  ESCORT  also  has  one  other  stand- 
ard item  our  competitors  can't  match— a 
direct  connection  to  the  factory.  We  think  you're 
entitled  to  deal  with  experts.  That's  why  we 
sell  direct.  There  are  no  middlemen  to  make 
misleading  performance  claims  or  gouge  you 
on  price. 

And  if  your  ESCORT  were  ever  to  need 
service,  we're  just  a  call  away.  When  you  dial 
our  toll  free  number,  you're  talking  to  One 
Microwave  Plaza.  All  of  our  engineering, 
manufacturing,  sales  and  service  happen 
under  this  one  roof.  Dealing  direct  means 
no  excuses. 


Try  ESCORT  at  no  risk 

When  your  ESCORT  arrives,  take  the  first 
thirty  days  as  a  test.  If  you're  not  absolutely 
satisfied,  we'll  refund  your  money  and  pay  the 
postage.  ESCORT  really  works.  Ask  any  of 
our  600,000  satisfied  customers. 

Let  ESCORT  defend  you. 

Order  Today 

By  Phone:  Call  us  toll  free.  A  member  of 
our  sales  staff  will  be  glad  to  answer  any 
questions  and  take  your  order,  (Please  have 
your  Visa  or  MasterCard  at  hand  when  you  call). 

CALL  TOLL  FREE  800-543-1608 
IN  OHIO  CALL        800-582-2696 

By  Mail:  We'll  need  to  know  your  name,  and 
street  address,  daytime  phone  number,  and  how 
many  ESCORTS  you  want.  Please  enclose  a 
check,  money  order,  or  the  card  number  and 
expiration  date  from  your  Visa  or  MasterCard. 


V/SA 


ESCORT  $245  (Ohio  res.  add  $13.48  tax) 

Speedy  Delivery 

If  you  order  with  a  bank  check,  money  order, 
credit  card,  or  wire  transfer,  your  order  is  proc- 
cessed  for  shipment  immediately.  Personal  or 
company  checks  require  an  additional  18  days. 

ESCORT 

RADAR  WARNING  RECEIVER 


Cincinnati  Microwave 
Department  100-044 
One  Microwave  Plaza 
Cincinnati,  Ohio  45296-0100 

^1984  Cincinnati  Microwave.  Inc 


Tune  in  Talkback  with  Jerry  Galvm"  America's  new  weekly  satellite  call-in  comedy  talk  show.  Sunday  evenings  on  public  radio  stations  Check  local  listings. 


The  human  eye.  greatest  of  natural  sensors,  is  a  key  model 

for  Hitachi  electronic  devices  that  translate  environmental  conditions 

into  signals  machines  can  act  on 


Hitachi  began  giving  the  powers  of  perception 
to  machines  long  ago.  More  than  50  years  ago, 
n  fact,  with  the  development  of  a  bimetal 
thermostat  to  control  cooling  temperatures  in 
glectric  refrigerators  back  in  1928.  The  legacy: 
Electrical  equipment  capable  of  seeing,  hearing 
and  even  touching  as  humans  do,  but  with 
nuch  greater  acuteness  and  accuracy. 

Electronic  eyes,  ears,  nose  and  nerves 

Today,  the  results  of  Hitachi  research  can  be 
seen  all  around  you.  Automobile  fuel  injection 
systems  with  uniquely  designed  sensor  feed- 
Dack  circuits  to  control  air  flow  electronically. 
yoice-pattern  recognition  units  and  smoke  sen- 
sors for  office  building  security.  Welding  robots 
hat  use  "wrist-mounted"  sensors  to  detect 
changes  in  workpiece  dimensions. 

Our  engineers  have  applied  new  semi- 
conductor technology  to  pressure  gauges, 
Dhotocells  and  pickup  tubes.  They  have  reduced 
sensor  size,  yet  increased  sensitivity  and  control, 
while  creating  better  materials  and  production 
processes  that  improve  energy  efficiency  and 
ensure  absolute  quality. 

In  fact,  we  are  constantly  coming  up  with 
nnovations  and  new  applications.  Most  recently: 
rhe  world's  first  MOS  image  sensor  for  much 
ighter,  more  compact  video  cameras  with 


exceptional  solid-state  color  and  clarity. 

These  are  just  a  few  of  the  ways  in  which 
Hitachi  puts  sensor  technology  to  work  for  you. 
Developing  practical  tools  that  meet  your 
needs. .  .and  those  of  professionals  in  manufac- 
turing, medicine,  and  virtually  every  other  field 
you  can  name. 

The  best  of  worlds  is  yet  to  come 

Our  vision  of  the  future  includes  intelligent 
robots  that  learn  through  3D  optical  sensors. 
Health  detectors  that  monitor  patients'  life  func- 
tions and  report  changes  to  computer-aided 
medical  centers.  Carbon  dioxide  sensors  for 
regulating  atmospheric  conditions  in  agricultural 
complexes.  Nutrient  detectors  that  determine 
food  freshness.  And  much,  much  more. 

We'd  like  you  to  share  in  the  benefits  of  our 
scientific  research,  covering  the  next  generation 
of  lasers,  optical  transmitters,  liquid  crystal 
displays  and  other  electronic  devices.  For 
improved  business  efficiency.  For  a  higher 
quality  of  life.  Two  goals  we've  pursued  for  74 
years  as  part  of  our  commitment  to  a  better 
world  through  electronics. 


WE  BELIEVE  SENSORS  ARE  THE  LINK  BETWEEN  HUMAN  NEEDS  AND  TECHNOLOGY 

^HITACHI 


sure  the  needed  cash  flow,  usually 
with  considerably  less  cost  than  un- 
der traditional  yield  estimates. 

For  example,  one  Goldman  client 
reduced  its  funding  requirements 
from  $500  million  to  $350  million  by 
setting  up  a  dedicated  portfolio  of 
high-yielding  corporate  bonds  (includ- 
ing U.S. -dollar-denominated  high- 
grade  Canadian  issues)  that  Diller's 
computers  had  picked  from  the  sea  of 
transactions  they  "see"  each  day. 

Issues  like  this  are  often  thinly  trad- 
ed, so  they  may  not  be  suitable  for  the 
ordinary  investor.  It  may  be  hard  to 
turn  them  over  if  there's  an  unexpect- 
ed need  for  cash.  But  for  handling  the 
needs  of  a  pension  fund  over  the  next 
20  years  they're  just  right. 

Similar  procedures  can  be  used  to 
defease  a  company's  sinking  fund  re- 
quirements or  debt  repayment.  For 
example,  a  company  could  remove 
from  its  balance  sheet  $1  million  of 
debt  due  in  25  years  (disregarding  in- 
terest payments)  by  buying  $1  million 
of  U.S.  Treasurys  stripped  of  interest 
coupons  for  a  mere  $62,130.  (Keep  in 
mind  that  some  critics  contend  that 
defeasance  creates  paper  profits,  and 
the  FASB  has  already  ruled  against 
some  forms  of  the  practice.) 

Sometimes,  it  doesn't  make  sense 
to  hedge,  even  with  computers.  Diller 
uses  a  favorite  expression — "There 
isn't  enough  juice" — for  the  case  of, 
say,  a  savings  banker  who  wants  to 
use  the  GNMA  futures  market  to 
hedge  the  14% -to- 15%  interest  rate 
that  thrifts  now  get  for  home  mort- 
gages. Mortgages  are  being  practically 
given  away  these  days,  says  Diller, 
because  of  subsidies  by  the  govern- 
ment and  overcompetitive  builders. 
"The  difference  between  what  S&Ls 
receive  on  their  mortgages  and  the 
cost  of  funding  the  mortgages  is  not 
enough  to  pay  for  the  futures  or  any 
other  hedge,"  he  says. 

Diller's  computers  follow  lots  of 
government  and  corporate  issues  for 
other  reasons,  too.  They  can  pick  out 
issues  that  fall  out  of  line  with  the 
rest  of  the  market — candidates  for  a 
quick  trading  profit.  But  generally, 
Diller  says,  "I  dissuade  people  from 
mindlessly  relying  on  computers  for 
trading.  A  computer  can't  just  point 
out  a  buy  or  a  sell.  Nothing  so  obvious 
can  come  out  of  a  computer.  The  out- 
put still  has  to  be  assessed." 

Why?  Because,  as  Diller  is  the  first 
to  point  out,  computers  can't  predict 
the  future.  In  early  1983,  when  inter- 
est rates  were  falling,  most  long-term 
U.S.  Treasury  high-coupon  bonds — 
12%  to  14% — were  priced  to  yield  to 
maturity  about  half  a  percentage 
point,  or  50  basis  points,  more  than 


similar  maturity  bonds  with  coupons 
of  8%  to  9% .  Why?  Because  prevailing 
opinion  was  that  interest  rates  would 
keep  falling — they  were  down  to 
10.5%  at  the  time.  So  it  seemed  to 
make  sense  to  buy  the  higher-yielding 
issue  at  a  lower  than  ordinary  price, 
and  that's  exactly  what  Diller's  com- 
puters were  showing. 

But  what  the  computers  could  not 
predict  is  how  long  this  situation 
would  prevail,  nor  the  extent  of  the 
correction  once  it  came.  They  could 
show  only  which  issues  offered  the 
best  return  to  maturity,  taking  into 
account  reinvestment  assumptions, 
at  a  given  time. 

That  50-basis-point  difference  has 


since  disappeared  because  of  the  phe- 
nomenal popularity  of  stripped  Trea- 
surys (Forbes,  Sept.  10).  This  year 
bond  dealers  have  already  converted 
an  estimated  $10  billion  worth  of 
Treasury  bonds  into  zero-coupon  is- 
sues. And  in  the  generic  world  of  the 
zero,  it  makes  no  difference  whether  a 
bond  corpus  began  its  existence  with 
a  125/s  or  an  83A  coupon.  Term  of  ma- 
turity is  all.  So  the  investor  who  paid 
less  for  the  12%s  gained  some  relative 
value  in  the  market— more  than  the 
computer  could  have  foreseen. 

It  was  a  good  illustration  of  the  lim- 
its of  computers.  They  can  do  marvel- 
ous things,  but  they  can't  make  your 
assumptions  for  you.  ■ 


Not  long  ago  natural  gas  companies  were 
shunning  new  customers.  Now  they  want 
to  cool  your  house  and  fuel  your  car. 

Have  gas, 
will  travel 


By  Carol  E.  Curtis 


Welcome  to  Brooklyn  Pier 
No.  2.  George  Lawrence,  the 
dignified  president  of  the 
American  Gas  Association,  is  stand- 
ing on  the  dock  with  racing  driver 
Bobby  Unser,  gazing  in  admiration  at 
an  assorted  fleet  of  cars,  trucks  and 
vans.  Under  a  carnival  tent,  Law- 
rence— an    unlikely    pitchman — an- 


nounces to  the  crowd  that  he  is  lead- 
ing a  "rally  for  fuel  savings"  that  will 
travel  across  the  country  to  extol  the 
virtues  of  natural  gas  as  motor  fuel. 
Not  only  do  the  vehicles  perform 
well,  he  claims,  but  gas  is  also  "virtu- 
ally inexhaustible"  and  will  be  plenti- 
ful for  years  to  come. 

Lawrence's  born-again  identity  as  a 
salesman  is  just  the  beginning.  Faced 
with  a  huge  surplus  of  natural  gas,  his 


iral-gas-fueled  car,  early  1900s 
rday  a  trailer,  today  a  suitcase? 
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THE  AT&T  INTERNATIONAL  BUSINESS  NETWORK: 

IT  COSTS  LESS  TO  SEND 
YOUR  FACTS  BY  FAX. 


SAN    FRANCISCO 


TOKYO 


An  exact  copy  of  the  original. 
That's  fax.  And  fax  is  the  only 
sm  that  can  transmit  blue- 
ts, legal  documents,  and  signed     some  fax  machines,  you 


contracts  almost  anywhere  in 
the  world. 

This  unique  ability  makes  fax 
one  of  the  most  exciting  electronic 
mail  technologies  available  today. 

All  you  need  is  a  telephone  and 
a  facsimile  machine. 

And  in  as  little  as  25  seconds, 
an  exact  duplicate  arrives  at  its 
destination. 

With  fax,  faster  is  cheaper. 

And  different  machines  have 
different  capabilities,  different 
speeds. 

With  the  AT&T  Network,  you 
can  transmit  up  to  400  words  on 
a  1-minute  call. 

Most  telex  machines  transmit 
at  a  standard  66  words  per  minute. 

Any  fax  machine  can  match 
that  rate.  And  most  beat  it  easily. 

In  fact,  you  can  save  as  much 
as  $8.00  per  page  with  AT&T's 
lowest  rates  compared 
with  sending  the  same 
page  via  telex.  With 


don't  even  have  to  be  there. 

They  can  be  programmed  to 
transmit  during  Discount  and 
Economy  periods.  Telex  has  no 
daily  reduced  rate  periods. 

Since  fax  is  a  copy  of  the 
original,  you  don't  need  a  typist. 
No  special  operators. 

And  since  there's  no  retyping, 
no  redoing  of  any  kind,  fax  is  free 
of  transcription  errors. 

So  if  your  international  cus- 
tomer or  business  associate  needs  a 
document,  a  blueprint,  or  a  signed 
contract  in  a  hurry/you  can  fax  it 
on  the  spot. 

Transmitting  facts  with  fax. 

Another  cost-effective  service 
for  your  business  from  the  AT&T 
International  Business  Network. 

International  service  to  and  from  continental  U  S 
FOR  A  FREE  BROCHURE,  CALL  TOLL  FREE. 

1800874-8000 
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on  top  of  the  markets 
better  than  anyone? 


Robert  M.  Hultgren*- 
1  ?s£-y  Municipal  Finance 


David  J.  Vitnle  \ 

Financial  Markets  \ 


William  J.  McDonough 
Executive  Vice  President  and 
Chief  Financial  Officer 


When  trading  in  foreign  exchange,  government  and 
municipal  securities,  and  money  markets— major  cor- 
porations and  institutional  investors  call  First  Chicago. 
That's  because  we  have  a  reputation  for  helping  custom- 
ers gain  access  to  the  full  spectrum  of  worldwide  trading 
opportunities. 

First  Chicago  is  one  of  37  primary  U.S.  Govern- 
ment Securities  dealers.  We  handle  more  than  $100 
billion  in  customer  foreign  exchange  transactions  annu- 
ally, and  gather  in  excess  of  $25  billion  in  funds  to 
finance  our  banking  activities  worldwide.  In  other  words. 
Rrst  Chicago  is  a  major  world  player. 

The  biggest  advantage  we  offer  is  the  most  obvious 
advantage— Rrst  Teamwork.  From  traders  to  sales- 
people, the  Rrst  Chicago  trading  teams  are  among  the 
most  effective,  most  qualified,  and  most  experienced 
professionals  in  the  business. 

To  support  our  teams,  we've  enhanced  our  global 
capabilities  by  expanding  our  trading  facilities  in  Chicago, 
London,  and  Tokyo,  so  they  can  do  your  business  the 
way  you  want  it  done:  fast  and  smart.  Through  telecom- 
munications, our  trading  centers  are  linked  to  provide 
worldwide  teamwork.  And  that  means  our  traders- 
using  the  most  technically  advanced  information  retrieval 
system  ever  developed— can  interact  on  a  global  basis 
to  exchange  reports,  information,  and  fast-breaking 
financial  news.  The  result  is  better  pricing  and  faster 
execution  for  you. 

If  you'd  like  to  receive  the  best  execution  from 
trades  made  around  the  world,  get  in  touch  with  one 
of  the  world's  leading  traders— get  in  touch  with 
Rrst  Chicago.  Call  Dave  Vitale  at  (312)  732-8923. 

Rrst  Chicago  Worldwide 

Atlanta  -  Boston —Chicago  -  Cleveland  -  Dallas— Denver  -  Houston  -  Los  Angeles  - 
Miami-New  York— San  Francisco -Washington,  D.C.-Abu  Dhabi-Athens-Barcelona- 
Beijing- Buenos  Aires— Calgary— Caracas—  Dubai  —  Dublin— Dusseldorf— Frankfurt- 
Geneva  —  Guernsey — Hong  Kong  -  Jakarta — Kingston — London — Madrid — Manila — 
Mexico  City- Milan— Munich  -Nairobi— Panama  City— Pans— Rome— Santiago— 
Sao  Paulo— Seoul— Sharjah-Singapore-Stockholm  -Sydney -Tokyo- Toronto  - 
Warsaw -Zurich 

FIRST  CHICAGO 

The  First  National  Bankof  Chicago 


ORK  WORKS 
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industry  is  going  on  the  marketing 
offensive  for  the  first  time  in  more 
than  a  decade.  But  gas  companies 
can't  sell  to  electric  utilities;  burning 
gas  to  generate  electricity  was  made 
illegal  back  when  supplies  were  short. 
Industrial  customers  aren't  likely  to 
make  quick  switches  that  would 
mean  a  substantial  investment.  There 
is  no  choice  except  to  woo  consumers. 

Many  homeowners  will  be  sur- 
prised to  be  courted  by  the  same  natu- 
ral gas  distributors  that  recently  en- 
couraged conservation  and  often  re- 
fused to  hook  up  new  appliances.  To 
change  public  attitudes,  the  gas  in- 
dustry is  launching  an  ambitious  pro- 
motion campaign  featuring  smooth 
television  spots  and  the  Madison  Ave- 
nue slogan  "Gas  Gives  You  More  for 
Your  Money."  The  AGA  is  hawking 
just  about  every  kind  of  gas-fueled 
appliance.  Commercials,  on  the  air 
since  last  month,  feature  everything 
from  a  chef  proclaiming  the  a 
tages  of  gas  ranges  to  a  f  anuiy  of  thi  e 
snuggling  up  in  a  gas-heated  bedroom. 

The    industry    claims    that    even 
though  the  average  wellhead  price  of 


gas  has  risen  tenfold  since  1973,  gas  is 
still  a  cheaper  fuel  than  electricity. 
Even  so,  residential  gas  use  has  been 
declining  steadily  (see  chart,  above). 
After  the  shortage  scares  of  the  1970s, 
many  state  regulatory  bodies  declared 
a  moratorium  on  new  gas  hookups. 
Electricity  filled  the  gap:  In  1971,  60% 
of  all  new  single-family  homes  had 
gas  heat,  vs.  30%  with  electricity. 
Last  year  the  figure  was  38%  for  natu- 
ral gas  and  56%  for  electricity. 

The  industry's  other  big  customers, 
utilities  and  factories,  are  buying  lots 
less  gas  these  days  as  well.  As  a  result, 
over  the  past  13  years,  annual  U.S. 
consumption  of  natural  gas  has  fallen 
from  22  trillion  cubic  feet  to  17  tril- 
lion, a  drop  of  23%.  But  while  this 
was  happening,  the  rise  in  the  average 
wellhead  price,  from  22  cents  to  $2.62 
per  thousand  cubic  feet,  spurred  new 
drilling.  Annual  additions  to  proved 
gas  reserves  are  now  at  twice  the  level 
of  a  decade  ago,  and  for  the  past  three 
years  have  nearly  replaced  total  use 
(see  chart). 

To  gas  industry  executives  that 
means  it's  time  to  start  selling  again. 


Optimists,  in  fact,  see  the  biggest  sup- 
ply booster  of  all  just  around  the  cor- 
ner: deregulation.  Come  Jan.  1,  1985, 
some  50%  of  the  nation's  gas  supply, 
or  all  of  the  gas  produced  since  1978, 
will  be  freed  of  federal  wellhead  price 
controls.  While  opinions  vary  over 
the  impact  of  deregulation,  the  indus- 
try view  is  that  it  will  result  in  much 
more  new  gas  but  no  price  increases — 
since  the  market  can't  support  higher 
prices.  Kenneth  Cuccinelli,  the  AGA 
vice  president  for  marketing  services, 
says  the  current  surplus  of  natural  gas 
already  stands  at  some  2  trillion  cubic 
feet,  nearly  12%  of  annual  consump- 
tion. "In  three  months  the  market  is 
going  to  be  flooded,"  he  moans. 

But  Cuccinelli  doesn't  stay  gloomy 
for  long.  In  the  very  next  sentence  he 
rhapsodizes  about  the  wonders  of  gas 
air-conditioning,  which  has  all  but 
died  out  for  residential  use.  These 
units,  which  use  vaporization  to  cre- 
ate a  cooling  effect,  cost  more  than 
electrical  units  to  install  but  tend  to 
be  maintenance-free.  Price  is  today's 
big  selling  point:  Since  electric  utili- 
ties normally  charge  much  higher 
rates  in  the  summer,  operating  costs 
of  a  gas  unit  can  often  be  much  lower. 

Some  newly  aggressive  gas  utilities 
are  even  offering  discount  conver- 
sions to  gas  heat.  New  York's  Brook- 
lyn Union  Gas  Co.,  for  example,  re- 
cently ran  advertisements  in  its  ser- 
vice area  offering  to  convert  oil 
burners  to  gas  heat  for  $850  per  house- 
hold. Some  2,000  customers  have 
since  made  the  change. 

It  is  another  matter,  however,  to 
win  converts  to  a  gas-fueled  car.  De- 
spite snickers  from  critics,  Lawrence 
insists  this  is  no  laughing  matter. 
Technology  for  vehicles  that  burn 
compressed  natural  gas,  or  CNG,  has 
come  a  long  way  since  the  early 
1900s.  Then  cars  that  ran  on  natural 
gas  required  mammoth  fuel  trailers. 
Today  it  costs  $1,200  to  $1,500  to 
convert  a  gasoline  engine  to  CNG. 
The  result  is  that  a  vehicle  can  go  1 50 
miles  on  a  tankful  of  fuel  that  is  no 
bigger  than  a  suitcase — and  costs 
about  50%  less  than  gasoline.  In  Van- 
couver, B.C.,  the  government  is  en- 
couraging CNG  use  through  tax  cred- 
its and  grants,  and  several  big  compa- 
nies have  refitted  fleets. 

In  the  U.S.,  Miami  Airport  recently 
announced  that  it  will  convert  98  ve- 
hicles to  natural  gas.  Optimists  esti- 
mate that  up  to  7%  of  the  gasoline 
market  could  make  the  switch  to 
CNG  by  the  end  of  the  century.  That 
would  boost  natural  gas  consumption 
by  a  whopping  1  trillion  cubic  feet  a 
year — lavish  compensation  for  the  in- 
dustry's new  traveling  salesmen. 
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The  confusing  new  world  of 
deregulated  trucking. 

Before  you  make  a  wrong 
turn,  stop  and  ask  directions 


Deregulation  of  the  truck- 
ing industry  has  given  you 
many  new  alternatives  that  can 
improve  the  efficiency  of  your 
interstate  trucking  operations. 
But  should  you  opt  for  private 
carriage?  Toto"  carrier?  Con- 
tract carriage  or  owner  opera- 
tors? Trip  lease,  single-source 
lease,  common  carriage  or 
transportation  subsidiary? 
Ryder  System,  long  acknowl- 
edged as  the  world's  leading 
transportation  company,  can 
help  you  choose  the  right  direc- 
tion to  go. 

NO  MORE  "EMPTY  MILES!' 

Trucks  that  return  home  empty  gen- 
erate nothing  but  expense.  Under  the  new 
"Toto"  ruling,  you  can  eliminate  the  prob- 
lem by  hauling  other  companies'  goods 
for  pay.  From  application,  to  authoriza- 
tion, to  finding  freight,  Ryder  can  help 
steer  you  right. 

Trip  leasing  is  another  new  answer  to 
"empty  miles."  It  lets  you  lease  your  trucks 
and  drivers  to  regulated  carriers,  hauling 
their  freight  under  their  authority. 

MORE  NEW  DIRECTIONS. 

In  the  new  transportation  environ- 
ment, it  pays  to  consider  new  ways  of  oper- 
ating trucks.  Or  even  not  owning  them  at 
all.  A  fall-service  lease  from  Ryder  can 
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improve  profits  by  adding 
flexibility,  control  and  effi- 
ciency. Or  you  might  profit 
even  more  by  leasing  both 
your  trucks  and  your  drivers 
from  a  single  source.  An- 
other option  is  contract  car- 
riage. By  supplying  trucks, 
drivers  and  fleet  manage- 
ment, Ryder  can  free  you  to 
fully  concentrate  on  your 
main  business. 

There  are  many  more 
ways  Ryder  can  help  you 
tune  your  transportation  to 
the  times.  Without  obliga- 
tion, our  experts  will  map  the  most  profit- 
able route  for  you  to  take  through  the 
confusing  maze  of  deregulation.  Just 
phone  your  Ryder  district  office. 
Or  mail  this  coupon. 

Ryder,  help  me  through  the  maze  of  deregulated  trucking.  J 

NAME/TITLE 
COMPANY  NAME 
TYPE  OF  BUSINESS 


CITY/STATE/ZIP 


R 

RYDER 


F26 


Don  Estes,  President 

Vehicle  Leasing 

&  Services  Division 

Ryder  System,  Inc. 

P.O.  Box  020816 

Miami,  Florida  33102-0816 


IT'S  RYDER. 
OR  IT'S  WRONG. 


Numbers  Game 


Heres  why  the  SEC  thinks  Stauffer  Chemi- 
cal was  cooking  the  books;  it's  not  how  big 
the  puddle  is,  it's  whafs  in  it. 


Edited  by  Richard  Greene 


Puddle 
muddle 


By  Geoffrey  Smith 


Bone  char  .  .  .  that  was  one  of 
the  inventory  accounts  the  Se- 
curities &  Exchange  Commis- 
sion was  concerned  about,"  says 
Stauffer  Chemical's  counsel  John 
Ronan.  "I  mean  .  .  .  bone  char  is  not 
one  of  our  more  important  products." 

Maybe  not.  But  the  injunctive  ac- 
tion against  Connecticut-based 
Stauffer  Chemical  for  fraudulently 
overstating  its  1982  earnings,  settled 
out  of  court  in  August,  is  one  of  the 
SEC's  most  important  actions.  The 
complaint  prompted  a  spate  of  class 
action  suits  against  Stauffer,  but  it 
also  troubles  chief  finance  officers 
from  coast  to  coast. 

Basically  the  SEC  charged  the  big 
chemical  company  with  three  things: 
1)  improperly  structuring  some  LIFO 
"puddles"  in  its  inventory  account- 
ing, 2)  improperly  recognizing  inven- 
tory profit  resulting  from  intrapom- 
pany  product  transfers,  and  3)  prema- 
turely recognizing  sales.  As  a  result, 
said  the  commission,  Stauffer 's  1982 
earnings  were  exaggerated  by  25%,  or 
$31.1  million. 

This  is  no  arcane  bookkeeping  has- 
sle. There  are  "puddles"  all  over  the 
place  in  corporate  America.  If  you 
think  of  an  inventory  grouping  con- 
taining many  different  products  as  a 
"pool,"  then  it  follows  that  a  smaller 
grouping — often  containing  only  one 
type  of  product — is  a  "puddle."  Under 
LIFO  accounting,  companies  assume 
that  the  products  they  are  selling  to- 
day are  the  newest  ones  in  inventory- 
That  keeps  earnings  down  in  periods 
of  high  inflation  and  cuts  taxes  as  a 
result. 

Of  course,  different  products  in  an 
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inventory  pool  may  fare  differently  in 
the  marketplace.  A  sharply  lower  sup- 
ply of  hot-selling  gadgets  might  force 
revenues  to  be  compared  with  lower 
prior-period  costs  for  the  whole  pool, 
not  only  for  gadgets  but  also  for  slow- 
selling  widgets,  where  supply  has  not 
changed  at  all.  So  puddles,  with  nar- 
rower product  ranges,  generally  pro- 
duce a  more  accurate  matching  of  rev- 
enues and  costs. 

The  SEC  has  no  objection  to  pud- 
dling. It  just  didn't  like  the  way 
Stauffer  used  the  technique.  "They 
required  us  to  take  8  of  our  288  inven- 
tory puddles — one  of  them  including 
bone  char — and  recombine  them  into 
other  puddles,"  says  Ronan. 

Why  the  nitpicking?  One  side  effect 
of  LIFO  is  to  create  sudden  surges  of 
earnings  when  year-end  inventory  is 
sharply  lower  than  at  the  beginning  of 
the  year.  That's  because  digging  into 
inventories  under  LIFO  means  offset- 
ting todayv's  revenues  with  unnatural- 
ly old,  hence  low,  corporate  costs. 

The  commission  alleged  that 
Stauffer  was  setting  up  puddles  partly 


in  order  to  hit  those  lower  historic 
cost  figures.  It  also  claimed  that 
Stauffer  actually  gave  "presentations" 
to  its  operating  people  to  show  them 
how  to  set  up  puddles  to  maximize 
LIFO  liquidation  benefits. 

Regulators  charged,  for  example, 
that  inventory  had  been  shipped  over- 
seas solely  because  accounting  there 
was  not  on  a  LIFO  basis.  This  created 
LIFO  liquidations,  exaggerated  by  im- 
proper puddling,  that  were  not  elimi- 
nated in  consolidation,  they  said. 
Earnings  without  sales,  to  get  right  to 
the  point. 

It's  not  hard  to  guess  what  triggered 
the  SEC  investigation.  Look  at  the 
first  three  footnotes  of  Stauffer's  1982 
annual  report:  The  change  to  puddling 
increased  earnings  by  $16.5  million. 
New  pesticide  sales  programs  "shift- 
ed" $72  million  of  1983  sales  back  to 
1982.  This  boosted  earnings  by  an- 
other $18.6  million,  much  of  it  be- 
cause of  LIFO  liquidations.  Signifi- 
cant numbers  for  a  company  reporting 
$124  million  in  earnings  for  the  year. 

To  sharp  eyes,  all  this  activity 
seemed  suspicious.  There  was  a  steep 
downturn  in  agricultural  chemical  de- 
mand in  1982.  Since  Stauffer  closed 
no  factories,  inventories  should  have 
been  rising,  not  falling  sharply 
enough  to  hit  LIFO  cushions.  And 
what  sort  of  legitimate  marketing 
scheme  would  transfer  sales  from  one 
year  to  another? 

The  commission  says  it  found  an 
"Early  Order  Program"  that  conve- 
niently boosted  profits.  To  encourage 
distributors  to  stock  up,  Stauffer  guar- 
anteed future  refunds  on  unsold  prod- 
uct carried  at  the  end  of  the  1982-83 
growing  season.  It  sweetened  the 
package  with  partial  reimbursement 
of  warehouse  fees  and  automatic  "re- 
dating"  of  bills  until  early  the  follow- 
ing year.  In  the  1982-83  season  almost 
40%  of  Stauffer's  agricultural  chemi- 
cal sales  were  booked  this  way,  ac- 
cording to  the  SEC. 

The  SEC  attacked  all  this  as  "con- 
trary to  generally  accepted  accounting 
principles."  So  far,  it  hasn't  lifted  a 
finger  against  Stauffer's  auditors,  De- 
loitte  Haskins  &  Sells,  who  specifical- 
ly approved  the  1982  change  to  pud- 
dling. Why  not?  That's  what  Repre- 
sentative Doug  Barnard  (D-Ga.),  who 
heads  the  House  Commerce,  Con- 
sumer &.  Monetary  Affairs  Subcom- 
mittee, wants  to  know. 

Sometimes,  of  course,  the  commis- 
sion sues  auditors  separately  at  a  later 
date.  But  that's  still  a  good  question, 
Congressman.  ■ 
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The  American 
Truching  Industry- 
Bullish  on  the  Future 


By  Bob  Gatty 

The  huge  truck  carrying  thousands  of 
pounds  of  auto  parts  from  the  plants  of  De- 
troit cruises  through  the  plains  on  its  way 
to  a  manufacturer  in  Oklahoma  City.  The 
sun  glistens  from  the  sparkling  cab  as 
the  driver  listens  to  Kenny  Rogers  sing 
wistfully  about  Lucille,  hungry  kids  and 
crops  in  the  field. 

Suddenly  instructions  appear  on  his 
transceiver  console  screen,  diverting  the 
shipment  to  St.  Louis.  The  driver  keys  in  a 
confirmation,  checks  his  route,  and  heads 
south.  Kenny  Rogers  is  still  singing,  trying 
to  figure  out  what  to  do  with  Lucille. 

That  same  summer  day  another  rig,  this 
one  loaded  with  bags  of  rice,  heads  toward 
Memphis  and  the  Mississippi.  A  crane  lifts 
the  truck's  intermodal  freight  container 
onto  a  barge  where  it  nestles  against  similar 
containers  all  destined  for  the  Gulf  and 
shipment  abroad. 

Both  trucks  are  owned  by  a  single  firm, 
Leaseway  Transportation  Corp. ,  Cleve- 
land, which  at  once  is  using  the  speed  and 
new  technology  of  satellite  communica- 
tions and  the  slow,  age-old  way  of  sending 
goods  by  river  barge  on  to  their  destination 


to  meet  the  divergent  needs  of  customers. 

Science  fiction,  this  satellite  communi- 
cations link? 

True,  Leaseway  can't  do  it  today.  But 
within  two  years  it  will  happen.  By  con- 
necting $450  in-cab  transceivers  via 
satellite  with  headquarters,  instant  diver- 
sion of  trucks  will  be  possible;  drivers  in 
trouble  will  be  able  to  talk  with  headquar- 
ters without  searching  for  a  phone.  The  list 
of  applications  to  improve  productivity  and 
service  seems  endless. 

Leaseway  is  working  with  the  Geostar 
Corporation  in  Princeton,  N.J. ,  which  is 
seeking  government  approval  for  their  sys- 
tem. Leaseway  expects  the  necessary 
satellites  to  be  in  place  and  in  operation 
by  1987. 

The  barge  service,  meanwhile,  was 
launched  in  June  by  Leaseway  Barge  Line 
and  operates  regularly  scheduled  container- 
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on-barge  service  between  New  Orleans  and 
Memphis,  St.  Louis,  and  Chicago. 

It's  all  part  of  today's  environment,  and 
tomorrow's,  as  the  nation's  motor  carrier 
industry  drives  to  take  advantage  of  a  new 
era  of  opportunity  born  of  deregulation  and 
a  renewed,  thriving  economy.  These  de- 
velopments are  converging  with  space  age 
technology  and  state-of-the-art  manage- 
ment practices  to  help  America's  truckers 
grow  and  to  better  serve  the  changing 
needs  of  their  customers. 

Leaseway  is  using  these  two  sharply 
contrasting  methods  of  improving  service, 
and  many  others.  They  stem  from  an  ag- 
gressive, forward-thinking  management 
style,  a  style  that  is  increasingly  becoming 
evident  in  this  industry.  It  is  the  ability  to 
look  beyond  the  horizon,  to  plan  and  to  re- 
spond that  is  mak- 
ing for  success  in 
the  trucking 
industry. 
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PENT-UP  DEMAND 

Today,  many  carriers  are  taking  advan- 
tage of  the  regulatory  freedom  provided  by 
the  Motor  Carrier  Act  of  1980,  which  sub- 
stantially deregulated  their  industry.  Now 
that  the  recession  is  over  they  are  respond- 
ing with  a  vengeance. 

Commercial  carriers  as  well  as  private 
truck  fleet  owners  are  purchasing  new 
equipment  and  business  is  booming  for 
manufacturers  and  many  suppliers. 

Last  year,  carriers  earned  $1.1  billion  on 
$46.5  billion  in  revenues  for  a  2.4  percent 
profit  margin.  The  American  Trucking  As- 
sociations, Inc.,  reports  that  motor  carrier 
tonnage,  net  income  and  revenue  are  all  up 
this  year  over  1983.  Less-than-truckload 
(LTL)  tonnage  is  doing  particularly  well. 

Last  year,  the  net  income  after  taxes  for 
the  nation's  top  100  truck  fleets  was  higher 
than  at  any  time  since  1977,  a  sharp  turn- 
around from  the  previous  year  when  39  of 
them  reported  losses.  Quarterly  reports 
this  year  look  generally  good. 

For  example,  Overnite  Transportation 
Co.  reported  1984  second-quarter  net  in- 
come of  $9.25  million,  up  from  $7.8 
million  the  same  quarter  last  year.  Consoli- 
dated Freightways  Motor  Freight  showed 


first-quarter  improvements  over  an  out- 
standing performance  in  1983. 

One  of  the  major  truck  manufacturers, 
Mack  Trucks,  Inc. ,  reported  net  income  of 
$20. 1  million  for  the  second  quarter  com- 
pared with  a  $13.67  million  loss  for  the 
same  period  last  year.  Freuhauf  Corp. ,  a 
major  truck  trailer  producer,  showed  sec- 
ond- quarter  net  earnings  of  $23.8  million, 
up  from  $1.8  million  in  1983.  Freuhauf  and 
other  trailer  makers  are  benefiting  from  the 
Surface  Transportation  Assistance  Act  of 
1982,  which  traded  higher  truck  taxes  for 
permission  to  run  larger  trailers  and  double 
trailer  rigs  on  the  nation's  major  highways. 
Those  taxes  have  since  been  moderated 
and  the  diesel  fuel  tax  increased  to 
compensate. 

The  turnaround  for  truck  manufacturers 
is  remarkable.  U.S.  factory  sales  of  Class  8 
diesels — those  that  weigh  more  than 
33,000  pounds  including  the  load — stood 
at  81 ,699  units  last  year  from  a  peak  of 
173,524  in  1979.  Sales  this  year  are  ex- 
pected to  be  up  by  80  percent  or  more. 

NEW  ERA  OF  COMPETITION 

The  Motor  Carrier  Act  of  1980  brought  a 
new  era  of  open  competition  to  the  for-hire 


A  NEW  WORLD"  FOR  SHIPPERS— DOLE 


Elizabeth  Dole,  Transportation  Secretary 


Transpor'ation  Secretary  Elizabeth  H. 
Dole  says  customers  of  the  nation's 
trucking  industry  are  major  beneficiaries 
of  reduced  trucking  regulations. 

"For  shippers,"  says  Dole,  "the  evi- 
dence we  have  indicates  a  wider  and 
growing  satisfaction  with  the  results  of 
motor  carrier  reform . " 

Shippers,  she  notes,  "have  a  hand  in 
negotiating  rates  and  a  greater  choice  in 
selecting  carriers."  They  can  consoli- 
date shipments,  contract  for  services, 


and  work  with  carriers  to  design  specific 
services  to  meet  specific  needs. 

"It's  a  whole  new  world,"  adds  Dole. 
"Today  transportation  planning  for  ship- 
pers entails  more  than  thumbing  through 
a  rate  book.  You  put  more  into  it,  but  you 
can  get  a  lot  more  out." 

For  carriers.  Dole  says  those  who  ad- 
just most  effectively  to  increased  com- 
petition by  reducing  operating  costs, 
offering  new  services  and  establishing 
new  markets  will  prosper  the  most. 


trucking  industry,  doing  away  with  the 
practice  of  collective  rate  making  by  com- 
petitors on  single  line  trips,  opening  the 
industry  to  new  entrants  and  eliminating 
gateways  that  forced  trucks  to  make  indi- 
rect routes. 

"During  regulation,"  says  John  B.  Cur- 
cio,  Mack  Truck  president  and  chief 
executive  officer,  "if  you  (a  carrier)  had 
operating  rights  and  you  could  get  out  of 
bed  in  the  morning,  you  could  stay  in  busi- 
ness. But  without  operating  rights,  you've 
got  to  be  very  efficient. " 

In  other  words,  the  industry  had  to  learn 
how  to  function  in  a  free,  competitive 
environment. 

"When  it  was  evident  that  the  Motor 
Carrier  Act  of  1980  was  going  to  be  law," 
recalls  Kenneth  Younger,  president  of  Car- 
olina Freight  Corporation,  "we  said  we're 
going  to  work  on  the  advantages.  We  can 
handle  our  business  better  than  the  govern- 
ment can  any  day. " 

Last  year,  Carolina  Freight  reported  net 
earnings  of  $11.6  million,  up  from  $6.02 
million  in  1982 — an  increase  of  92  percent. 
Operating  revenue  increased  by  23  percent. 
The  company  expanded,  opened  new  ter- 
minals, and,  says  Younger,  "The  future  is 
great." 

Bob  Delaney,  Leaseway  vice  president 
for  strategic  planning,  estimates  that 
deregulation  delivered  about  $5  billion 
in  real  reductions  in  freight  transportation 
costs  from  1981  to  1983. 

There  have  been  casualties.  As  the 
number  of  carriers  ballooned  from  17,083 
in  1979  to  27,517  today,  rate  discounting 
took  over.  As  a  result,  says  Delaney,  "Peo- 
ple who  would  have  died  anyway  died  a 
little  faster. "  Since  deregulation,  360 
carriers  have  gone  bankrupt  or  severely  cut 
back  their  operations. 

But  for  the  survivors,  as  Younger  says, 
the  future  looks  bright — especially  now 
that  the  recession  has  subsided,  inflation 
seems  under  control,  and  companies  are 
learning  how  to  operate  in  their  new 
environment. 

Consolidated  Freight  Chairman  and 
President  Raymond  F.  O'Brien  says  his 
company  has  sought  to  take  advantage  of 
opportunities  provided  by  deregulation. 

"We  knew  that  marketing  would  be  of 
increasing  importance  as  competition 
within  and  between  modes  increased,"  he 
notes.  "We  wanted  to  be  able  to  offer 
customized  service  and  price  packages, 
contract  services,  and  better  information 
and  support  to  customers,  including  elec- 
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What's  in 


Plenty.  But  we  don't  expect  you  to  believe 
that  until  after  you've  taken  a  good,  hard  look  at 
GMC's  Customer-Proven  concept. 

The  key  thing  to  consider  is  that  Customer- 
Proven  GMC  trucks  are  all  built  from  Customer- 
Proven  (CP)  specs.  Which  means  all  the  driveline 
combinations  and  chassis  options  that  go  into 
our  CP  trucks  have  already  gone  into  thousands 
of  other  heavy-duty  GMCs  for  specific  vocational 
applications.  In  other  words,  the  guesswork  is 
gone:  you  can  order  a  dump  truck  or  cement 
mixer  or  line-hauler  or  whatever  from  your  GMC 
truck  dealer- and  know  that  the  specs  package 
designated  by  the  CP  system  for  that  truck's  job 
is  a  winner.  It  wiil  be  an  affordable  package 
proven  by  many  GMC  truck  operators  before 
you,  making  their  living  the  same  way  you  do. 

So,  in  a  very  real  sense,  your  brand-new  GMC 
Customer-Proven  truck  has  millions  of  real-world 
miles  on  its  combined  componentry.  You  may 
never  buy  a  truck  with  a  higher  potential  for 


reliable,  durable  performance  and  low  life-cycle 
cost.  And  since  your  GMC  dealer  has  been 
computer-assisted  in  his  CP  specing,  you  may 
never  get  better  order  response.  (CP  units  are 
often  even  available  from  dealer  stock.)  You'll 
also  enjoy  GMC's  professional  best  in  parts  and 
service  coverage. 

"But  what  kind  off  choices  do  I  set?"  Again, 
plenty.  To  cover  the  wide  range  of  truck  applica- 
tions in  business  and  industry,  there's  a  wide 
range  of  Customer-Proven  specs.  And  when  you 
select  the  CP  truck  specification  that's  right  for 
you,  you'll  still  have  a  great  latitude  within  that 
spec.  You're  free  to  plus  or  minus  almost  every 
component  except  the  engine/transmission/ 
rear-axle  package,  and  that  package  is  thoroughly 
industry-proven. 

You'll  exercise  great  freedom  of  choice  when 
you  scan  the  lengthy  list  of  Customer-Proven 
options.  This  will  allow  you  to  stay  within  CP 
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pecs,  enjoy  the  many  benefits  of  the  Customer- 
'roven  system,  and  still  customize  your  GMC 
ruck. 

"What  else  is  in  it  for  me?"  You're  one  tough 
:ustomer.  But  we're  ready  for  you.  General 
Aotors  is  also  what's  in  it  for  you. 

GMC  Truck  is  a  division  of  a  corporation  with 
ome  pretty  impressive  credentials.  Like  the 
Seneral  Motors  Tech  Center  resources,  wind 
unnels,  proving  grounds  and  worldwide  testing 
nd  research  facilities. 

Through  these  resources,  we've  developed 
n  air-suspension  design,  a  heavy-duty  coordi- 
lated  chassis,  a  family  of  single-axle  suspensions, 
nd  GMC's  four-spring  tandem 
uspension.  The  GMC  Brigadier 
nodel  also  has  rugged,  all- 
teel  cabs -and  the  GMC 
£tro  and  General  models 
iave  aluminum  cabs  with 


fiberglass  features.  What's  more,  Detroit  Diesel 
powerplants  have  been  integrated  into  some  of 
the  industry's  best  powertrains. 

The  popular  Series  71  and  Series  92  Detroit 
Diesel  engines  are  both  available  in  Customer- 
Proven  GMC  trucks.  Detroit  Diesels  are  available 
with  a  turbocharger  and  aftercooling  system  that 
work  together  to  improve  thermal  efficiency  and 
fuel  economy. 

In  summary,  you  get  a  lot  with  our  Customer- 
Proven  program.  You  benefit  from  the  combined 
experience  of  thousands  of  other  GMC  heavy- 
duty  truck  customers.  You  capitalize  on  the 
extensive  know-how  and  capabilities  of  General 
Motors.  And  you  get  professional  help -and 
responsive  parts  and  service 
personnel —at  your  GMC  truck 
dealer.  Look  him  up  soon- 
he's  listed  in  the  Yellow 
Pages  under  "Trucks." 


There  is 
a  better  way... 


Consolidated  Freightways  Motor  Freight  is  one  of  a 

family  of  transportation  services  offered  by  The  CF  Company, 

Consolidated  Freightways,  Inc. 

Consolidated  Freightways  Motor  Freight  •  CF  Air  Freight  • 
Canadian  Freightways  •  CF  Forwarding  •  CF  Arrowhead  • 
Con-Way  Western  Express  •  Con-Way  Central  Express  • 
Pen;.  Yan  Express  •  CF  Export-Import  Services 


In  motor  freight  service,  for  example,  it's 
full  coverage.  Consolidated  Freightways 
pioneered  the  expansion  of  service 
throughout  North  America,  and  is  still  the 
only  carrier  with  terminals  and  service  in 
all  fifty  states.  We  are  currently  adding 
new  terminals  at  the  rate  of  one  a  week, 
to  bring  efficient  service  direct  to  smaller 
communities.  Under  a  single  responsibility 
we  can  move  your  goods  to  Puerto  Rico, 


the  Caribbean,  Europe  and  the  Far  Ea; 
Or  across  the  Canadian  border  througl 
our  own  sufferance  warehouses  for 
prompt  clearance. 

And  in  advanced  electronic  commur 
tions  that  link  you  to  our  entire  system  \ 
a  variety  of  administrative  messages,  C 
gives  you  greater  value  for  your  transp 
tation  dollar.  Land,  sea,  or  air,  there's  a 
company  to  serve  you  in  a  cost-efficier 
better  way.  Telex  n  91 0-373-21 1 


The  Service  Company 
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tronic  data  interchange  and  similar 
technological  advances." 

CF  last  year  earned  a  record  $57.6  mil- 
lion on  revenues  of  $1 . 1  billion  and 
expenses  of  $1.02  billion.  It  ranks  as  the 
fourth-largest  motor  carrier  company  in  the 
nation  by  revenue,  behind  United  Parcel 
(111.),  United  Parcel  (N.Y.),  and  Roadway 
Express.  Yellow  Freight,  Ryder/ P-I-E  Na- 
tionwide Inc.,  North  American  Van  Lines, 
McLean  Trucking,  ABF  Freight  System 
and  Overnite  Transportation  round  out 
the  top  10. 

MARKET  EXPANSION, 
GROWTH 

Many  companies,  large  and  small,  are 
taking  advantage  of  the  freedom  to  enter 
new  markets  and  to  grow. 

Number  17,  Preston  Trucking  Co.,  a  re- 
gional carrier  based  in  Preston,  Md.,  last 
year  formed  a  holding  company  to  acquire 
companies  in  growth  markets  beyond  the 
eastern  U.S.  The  company  has  the  second- 
largest  market  share  in  the  mid- Atlantic 
and  fourth  largest  in  the  central  states  re- 
gion. Last  year,  Preston  showed  sales  of 
$272.3  million,  up  22.5  percent  from  1982. 
Operating  income  skyrocketed — up  89.3 
percent  from  the  previous  year  and  the 
company's  per  share  earnings  climbed 
23.9  percent. 

"Our  primary  strategy,"  says  William  B. 
Potter,  Preston's  president,  "is  to  become 
the  dominant  force  in  our  area." 

Since  deregulation,  Preston  has  in- 
creased its  terminals  from  56  in  late  1979 
to  81  today,  and  has  added  new  marketing 
partnerships  in  Texas,  Florida,  Oregon, 
Washington  and  Idaho. 

Preston  is  unique  in  the  industry  for  two 
other  reasons.  The  company  was  recently 
listed  as  one  of  the  nation's  top  100  compa- 
nies in  America  to  work  for.  In  addition,  it 
is  the  only  major  carrier  experimenting 
with  a  computer-assisted  radar  brake,  a 
small  device  that  can  detect  objects  in  the 
vehicle's  path  and  warn  the  driver. 

Preston  Safety  Director  Don  Hansen 
says  the  brake  will  be  installed  on  the  com- 
pany's 550  line  haul  tractors,  about  one- 
third  of  the  fleet.  He  predicts  accidents 
will  be  reduced. 

A  recent  survey  of  industry  executives 
by  Booz,  Allen  &  Hamilton  Inc.  showed 
that  carriers  expect  traffic  and  revenue  to 
continue  to  grow,  but  that  higher  operating 
costs  will  hold  down  profit  gains  and  spark 
continuing  battles  for  market  share. 

"The  challenge  facing  motor  carriers  is 
to  reform  a  managment  style  that  largely 


ignored  marketing  and  strategic  planning 
under  decades  of  deregulatory  insulation," 
Booz  Allen  said. 

NEW  EFFICIENCIES 
ESSENTIAL 

Thus,  the  drive  to  improve  operating 
efficiency  becomes  especially  important, 
and  technologically  advanced  equipment 
that  will  help  accomplish  this  becomes 
especially  attractive.  The  twin  trailers, 
criticized  by  some  because  of  their  added 
total  size,  offer  numerous  benefits  in  im- 
proving service  and  productivity. 

Four  of  the  28-foot  twins  hold  the  same 
capacity  as  five  45-foot  single  trailers.  In 
addition,  loading  and  unloading  can  be 
avoided.  Instead  of  sending  a  shipment  in  a 
single  trailer  that  must  be  unloaded  at  a 
break  station  and  reloaded  onto  another 
trailer  for  shipment  to  the  final  destination, 
the  smaller  trailer  can  simply  be  detached 
and  hooked  to  another  rig  for  the  last  leg 
of  the  trip. 

George  Malley,  president  of  the 
Freuhauf  Corporation's  truck  trailer  pro- 
ducing Freuhauf  Division,  says  1984  will 
be  the  best  year  ever  for  the  company.  Dou- 
bles have  gained  in  popularity,  he  says, 
adding  that  48-foot,  102-inch  wide  vans  are 
rapidly  becoming  the  industry  standard,  re- 
placing the  45-foot,  narrower  trailers  used 
prior  to  passage  of  the  Surface  Transporta- 
tion Assistance  Act. 

KEY  TO  NEW  SERVICE 
REQUIREMENTS 

This  added  flexibility  helps  carriers  meet 
the  challenges  provided  by  the  trend  toward 
reducing  warehoused  inventory,  requiring 
more  frequent  shipments  of  goods  to  meet 
the  "just-in-time"  needs  of  businesses, 
which  are  changing  the  concept  of  service 
in  the  industry. 

Thus,  carriers  are  becoming  much  more 
sophisticated  in  tracking  shipments  and 
measuring  the  level  of  service  on  specific 
traffic  lanes,  or  routes.  Customers  are  tied 
directly  into  trucking  company  computers 
and  can  trace  shipments,  getting  an  instant 
indication  of  service. 

These  computer  applications  are  also 
providing  carriers  with  better  information 
on  which  to  base  pricing  and  management 
decisions. 

The  "just-in-time"  inventory  concept  is 
altering  the  way  trucks  are  purchased,  too, 
says  John  D.  Rock,  manager  of  General 
Motors  Corporation's  Truck  and  Coach 
Operation. 

"There  is  some  changing  of  the  distribu- 


tion system  as  manufacturers  try  to  locate 
component  suppliers  within  a  couple  of 
hours  of  the  plant  and  literally  bring  in  ma- 
terials on  an  hourly  scheduled  basis.  That 
dictates  the  need  for  a  medium  duty  or  a 
heavy  medium  duty  versus  a  Class  8  tractor 
and  trailer,"  Rock  notes.  As  a  result,  Rock 
predicts  improving  sales  in  the  medium 
duty  market. 

To  stay  competitive  and  to  provide  this 
new  brand  of  super  reliable  service,  equip- 
ment must  help  reduce  cost  as  well  as  be 


NEW  ACTION 
FOR  LEASING 

A  change  in  trucking  regulations  re- 
cently sanctioned  by  the  U.S.  Supreme 
Court  offers  new  opportunities  to  com- 
panies involved  with  leasing  operations. 

Single  source  leasing — the  renting  of 
both  drivers  and  vehicles  from  the  same 
source — is  now  allowed,  and  the  indus- 
try hopes  to  cash  in. 

"It  makes  for  a  much  more  productive 
outcome  for  our  customers,"  says 
Leaseway's  Bob  Delaney,  vice  president 
for  strategic  planning.  His  company's 
leasing  operations  generate  about  $200 
million  in  annual  revenues  through  the 
leasing  of  both  vehicles  and  drivers. 

Another  major  player  in  the  leasing 
field  is  Rollins  Leasing  Corp. ,  one  of  the 
fastest  growing  truck  leasing  and  rental 
companies  in  the  nation.  It  offers  five 
specific  services: 

•  Full-service  truck  leasing 

•  Maintenance  leasing 

•  Commercial  truck  rental 

•  Truck  control  services 

•  Dedicated  carriage  services. 

Companies  that  wish  to  take  advan- 
tage of  intercorporate  hauling  oppor- 
tunities and  control  their  own  transporta- 
tion needs  by  operating  their  own  system 
often  choose  leasing  of  vehicles  dedi- 
cated to  their  own  requirements. 

Rollins'  vice  president  for  sales  and 
marketing,  Allen  H.  Kemp,  points  out 
that  his  company  begins  with  a  complete 
analysis  of  a  customer's  present  distribu- 
tion mode  and  its  geographic  scope.  The 
objective,  he  says,  is  to  design  a  system 
to  deliver  products  with  an  emphasis  on 
improving  service  and  reducing  costs. 

Rollins  is  a  subsidiary  of  RLC  CORP. 
which  also  includes  Matlack,  Inc.,  the 
nation's  largest  motor  carrier  of  com- 
modities in  bulk. 


Rollins  customers 

every  year.  That's  why 

a  better  preventive 


WE  PROMISE  an  unparalleled  fuel 
program,  emergency  road  service 
and  administrative  programs  to  our 
truck  leasing  customers.  And  then 
we  promise  them  an  even  more 
important  program:  preventive 
maintenance.  We  ask  each  customer 
to  audit  us  on  how  well  we  keep 
this  promise. 

It's  the  one  Rollins  program 
that  we  don't  want  you  to  notice. 

We  don't  want  you  to  hear  anything 
from  your  drivers  about  mechanical 
surprises.  We  don't  want  you  to  ex- 
perience a  breakdown  —  ever;  we'd 
just  as  soon  you  never  had  to  use 
our  emergency  road  service.  We 
don't  want  you  to  find  differences 
from  one  Rollins  truck  to  another. 

We  inspect  every  piece  of 
new  equipment  before  it  is 
delivered  to  you. 

Rollins  equipment  comes  to  you  job- 
spee'd.  Which  is  wo^just  running 
down  a  list  of  equipment  options 
and  selecting  ones  that  look  good  for 
you.  Rollins  job-spec'ing  involves 
our  own  engineers  inserting  your  , 
performance  requirements,  nobody 
else's,  into  the  equipment  while  it's 
being  built.  And  then  checking  that 
equipment  when  it's  delivered,  to 
make  sure  it  meets  spec. 


ROLLINS  AUDIT 

It's  a  form  of  preventive  main- 
tenance on  us  as  a  company. 
Our  customers  audit  us  on  ten 
categories  of  service.  A  score 
of  "1"  says  our  promises  are 
good  as  gold.  A  score  of  "3" 
says  we  blew  it.  On  preventive 
maintenance,  we're  scoring 
mostly  "l's."  But  we're  work- 
ing on  all  "l's."  Nobody  else 
in  the  truck  leasing  business 
dares  a  customer  audit  like 
the  Rollins  audit. 


Fill  out  this  coupon  and  send  it  to 
us  for  a  kit  on  how  leasing  from 
Rollins  is  just  good  business. 


We  don't  wait  for  a  part  to  fail 
before  we  fix  it. 

Rollins  maintenance  is  preventive 
maintenance,  not  breakdown 
maintenance.  Our  program  is 
scheduled  and  based  on  miles-of- 
operation,  which  allows  Rollins 
trained  mechanics  to  inspect, 
repair,  and  replace  any  part  that 
is  showing  signs  of  wear. 

Backup  is  always  available. 

Any  one  of  our  130  Rollins  branch 
locations  across  the  country  is 
staffed  and  available  for  interbrancl 
service.  And  interbranch  vehicles 
have  first  priority.  It's  all  backed  u| 
by  a  24-hour  Emergency  Road 
Service  network  that  can  summon 
18,000  repair  centers  nationwide 
to  assist  if  a  road  breakdown  occurs 


Rollins  Truck  Leasing 
P.O.  Box  1791 
Wilmington,  DE  19899 
800-441-9485 

Name 
Company 
Address 
City 
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Send  me  a  Rollins  information  kit. 


(^)  Rollins  Truck  Leasing 
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A  Subsidiary  of  RLC  Corp. 

ROLLINS  KEEPS  BUSINESS  ROLLING. 
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reliable.  So,  manufacturers  are  working  on 
improving  aerodynamics,  engine  and  trans- 
mission performance. 

Many  trucks  are  fitted  with  aerodynamic 
devices  to  send  the  air  over  the  trailer  and 
to  fill  the  gap  between  the  tractor  and  the 
trailer,  thus  reducing  turbulence.  A  front 
scoop  called  a  drag  foiler  helps  cut  down 
turbulence  under  the  vehicle. 

At  GMC's  Detroit  Diesel  Allison  Divi- 
sion, General  Manager  Ludvik  F.  Koci 
predicts  that  future  diesel  engines  will  use 
ceramic  components  for  both  improved 
thermal  efficiency  and  reduced  wear.  Cum- 
mins Engine  Company,  Inc.,  Columbus, 
Ind. ,  is  working  on  the  same  concept, 
using  ceramics  to  insulate  the  combustion 
chamber,  maintaining  a  high  operating 
temperature.  Among  the  other  ceramic 
parts  are  the  piston  tops,  cylinder  walls, 
cylinder  heads  and  valves. 

Even  tires  are  getting  extra  attention. 

Michelin  Tire  Corporation  has  de- 
veloped a  low  profile  radial  for  over-the- 
highway  trucks,  which  the  company  says 
helps  reduce  fuel  consumption  while  de- 
livering long  tread  life.  Pleased  with  the 
success  of  that  product,  the  firm  late  last 
year  introduced  a  similar  tire  for  city 
delivery  trucks. 

A  great  majority  of  such  vehicles  still 
ride  on  bias  ply  tires,  notes  Michelin  Cor- 
porate Sales  Manager  Alex  Jankowsky. 
"However,  those  willing  to  try  will  often 
find  that  the  radial  tire  actually  gives  lower 
end-cost,"  he  adds. 

GMC's  Rock  says  what's  needed  by  both 
manufacturer  and  user  is  what  he  calls  the 
"smart  truck." 

That  means,  he  explains,  a  computer- 
ized system  that  will  monitor  the  truck's 
performance  on  the  road,  provide  accurate 
computerized  data  at  the  end  of  a  trip,  es- 
tablish optimum  gear  ratios  and  shift 
accordingly,  and  even  shut  a  truck  down 
when  it  begins  to  malfunction. 

Once  such  a  system  is  perfected — they 
are  being  tested  by  GMC  now — Rock  is 
convinced  that  many  purchasers  who  insist 
on  specifying  may  become  more  flexible. 

"Instead  of  the  low  bid  to  specifications, 
we  are  going  to  bet  that  our  specs  are  better 
than  our  competitors  and  will  bid  on  a  cost- 
per-mile  basis,"  he  says. 

Like  Rock,  Peter  Rupp,  president  of 
Freightliner  Corporation,  believes  the 
American  custom-built  truck  will  continue. 
However,  he  predicts  some  uniformity  will 
be  brought  into  the  purchasing  system  in 
order  to  help  reduce  costs. 


Freightliner,  purchased  from  Consoli- 
dated Freightways  in  1981  by  Daimler- 
Benz  AG,  maker  of  Mercedes-Benz  cars 
and  trucks,  has  stepped  up  production 
some  50  percent  above  1983.  Freightliner 
produces  the  big  Class  8  diesels,  while 
Mercedes-Benz  manufactures  the  smaller 
Class  6  and  7  vehicles. 

However,  there  are  those  in  the  industry 
who  fully  expect  the  Mecedes-Benz  name 
to  soon  be  on  the  diesel  tractors.  Says 
Mack's  Curcio,  "I  have  no  doubt  we'll  see 
the  Mercedes  star  on  Freightliner  trucks 
before  long." 

LONG-TERM  COST  KEY 

At  Mack,  Curcio  is  convinced  that  fleet 
buyers  will  increasingly  shift  to  purchasing 
vehicles  by  considering  overall  cost-per- 
mile  rather  than  simply  the  lowest  bid  to  a 
series  of  specifications.  That,  he  says,  is 
good  news  for  his  company. 

"Mack  has  always  sold  trucks  based  on 
the  lowest  life -cycle  cost,"  says  Curcio. 
"For  a  while,"  he  admits,  "we  got  hurt  a 
little  by  bells  and  whistles,"  referring  to 
fancy  chrome  and  design  gimmicks  used 
by  some  competitors.  "But  now,  it's  going 
back  our  way. " 

Curcio  is  cautious  about  using  electronic 
devices  in  Mack  trucks  until  they  are  abso- 
lutely proven.  "You  are  putting  electronics 
into  a  very  harsh  environment.  We  all 
know  something  is  coming.  We  all  have 
development  programs.  But  no  one  is 
going  to  rush  out  unless  they  are  very  sure 
that  it  is  serviceable  and  durable." 

Known  in  the  industry  as  a  reliable, 
tough  truck,  Mack  is,  however,  adding 
some  pizzaz.  The  company's  new  Ultra- 
liner  is  the  spearhead  for  a  series  of  new 
vehicles  that  the  firm  will  be  bringing  out 
during  this  decade. 

Unlike  GMC,  Ford,  and  the  rest  of  the 
industry  that  relies  on  trucks  built  to  speci- 
fications, Mack  produces  a  fully  integrated 
"all  Mack"  vehicle.  Curcio  is  convinced 
that  this  approach  will  continue  to  prove 
successful,  especially  as  competitive  pres- 
sures increase. 

At  Preston,  however,  Potter  likes  the 
idea  of  special  ordering  his  trucks — en- 
gines with  specific  characteristics  from 
Cummins,  for  example.  Transmissions 
from  Eaton.  Brakes  with  specific  require- 
ments from  a  specific  manufacturer. 
Regardless  of  whether  the  nameplate  on  the 
cab  says  GMC,  Ford  or  International,  Pot- 
ter says  components  of  every  Preston  truck 
are  interchangable  because  the  specs  are 
the  same. 


WORKING  TO  IMPROVE 
IMAGE 

Like  the  rest  of  the  industry,  Potter  and 
Mack's  Curcio  are  concerned  about  the  in- 
dustry's image.  Both  are  working  closely 
with  the  Trucking  Industry  Alliance,  an 
informal  coalition  of  manufacturers  and 
carriers  determined  to  improve  safety, 
driver  skills  and  trucking's  overall  image. 

Peter  Griskivich,  vice  president  and  di- 
rector of  the  Motor  Truck  Manufacturers 
Division  of  the  Motor  Vehicle  Manufac- 
turers Association,  says  planning  is  under- 
way for  a  voluntary  truck  driver  training 
school  accreditation  system  as  one  step  in 
this  direction. 

The  public's  perception  of  the  industry  is 
critical,  says  Curcio,  noting  that  a  negative 
image  caused  by  a  few  rude  and  dangerous 
drivers  hurts  the  industry's  efforts  to  pre- 
vent increased  taxation  and  unnecessary 
regulations. 

The  American  Trucking  Associations' 
new  executive  vice  president  and  CEO, 
Thomas  J.  Donohue,  contends  the  industry 
must  forcefully  educate  the  Congress  that  it 
cannot  be  expected  to  bear  the  burden  of 
increased  taxes  every  time  revenue  is 
needed. 

Donohue  promises  that  the  organization 
will  be  a  key  player  in  future  tax  and  policy 
debates. 

For  the  future,  carrier  executives  are 
concerned  about  the  Master  Freight  Agree- 
ment with  the  International  Brotherhood  of 
Teamsters  that  expires  in  May.  Increased 
labor  costs  could  dampen  what  they  see  as 
a  fragile  economic  turnaround. 

Increasing  taxes  at  the  state  level  are  a 
concern  as  well,  and  ATA  is  working  to 
convince  state  legislators  that  such  levies 
are  counterproductive. 

Truck  safety  legislation  that  would  allow 
states  to  obtain  exemption  of  older  sections 
of  the  interstate  highway  system  from  reg- 
ulations allowing  the  wider  and  longer 
trucks  permitted  by  the  Surface  Transporta- 
tion Assistance  Act  is  also  a  worry. 

As  these  and  other  issues  are  tackled, 
however,  the  fact  is  that  the  industry  has 
begun  to  cope  with  the  reality  of  deregula- 
tion and  is  bullish  on  the  future. 

As  Freuhauf's  George  Malley  says,  "It's 
very  competitive  out  there.  This  is  totally  a 
new  game  for  the  carriers  today.  But  once 
they  get  the  hang  of  it,  they'll  do  fine. "  ■ 

Bob  Gatty  is  a  Washington  DC. -based 
freelancer,  who  writes  frequently  about 
transportation  issues. 


33  YEARS  AGO, 


A  PRODUCTION  SYSTEM 
THAT'S  STILL  AHEAD  OF  ITS  TIME. 


In  manufacturing 
production  lines  as  precise 
as  Whirlpool's,  a  split-second 
is  as  important  as  a  profit 
dollar. 

That's  why  they 
depend  on  Leaseway  Trans- 
portation to  bring  their  parts 
not  too  early.  Not  too  late. 


Leaseway 
Transportation 


But,  Just-in-Time. 

And  in  thirty-three 
years  they've  never  shut 
down  an  assembly  line  due 
to  missed  deliveries. 

Such  a  complex  system 
needs  precise  systems  and 
control.  Each  day  Whirlpool 
Corporation  tells  us  what 
parts  are  needed.  And  when 
and  where  they  have  to  go. 

Then  we  pick  up  sub- 
assemblies from  various 
plant  locations.  Consolidate 


Leaseway 
Transportation 


the  parts.  And  deliver  them 
to  a  central  location  assembly 


plant  as  they  are  needed. 

So  service  is  measured 
not  in  days  or  hours,  but 
minutes. 

The  result  is  lower  capi- 
tal investment  and  a  leaner, 
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Leaseway 
Transportation 


more  profitable  manufac- 
turing operation.  Because 
Whirlpool  doesn't  have  to 
stockpile  expensive  parts. 
Build  warehouse  facilities  to 
house  these  parts.  And  allo- 
cate valuable  manpower  and 
machinery  to  handle  them. 
If  we  can  make  such  a 
complex  system  work  for 
Whirlpool  Corporation, 
maybe  Just-in-Time  delivery 
could  be  a  viable  alternative 
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Leaseway 
Transportation 


for  your  company. 

So  call  Chuck 
Lounsbury,  VP  Marketing 
and  Sales,  800-321-8970. 
And  challenge  us  to  deliver. 


Leaseway 
Transportation 


you 


you're  not 


Like  many  people,  you've 
taken  a  hard-nosed  look  at  the 
real  cost  of  buying  new  trucks. 
And  decided  to  lease.  But  if  you 
think  you're  handing  the  prob- 
lems of  ownership  to  your  les- 
sor, your  troubles  could  just  be 
starting.  Because  you  could  be 
leasing  a  problem. 

That's  why  you  should  seri- 
ously consider  Mack®  trucks. 
They've  always  been  a  smart 
buy.  Today,  they're  just  as  smart 
to  lease. 

Read  between 
the  Bottom  Lines 

Look  ,  the  cost  of  full-service 
leasing  is  a  straight  tax  deduc- 
tion. And  any  truck  you  spec 
won't  show  up  on  the  balance 


sheet.  So  you've  got  to  look 
deeper. 

Mack  trucks  are  an  asset  in 
lots  of  different  ways.  Like  less 
frequent  maintenance  sched- 
ules. Easier  servicing.  And 
Mack's  legendary  dependabil- 
ity. Many  Mack  trucks  have 
gone  over  a  million  miles  with- 
out major  work.  So  you  know 
the  ones  you  lease  are  going  to 
spend  their  time  on  the  road. 
And  not  in  the  shop.  Mack's 
higher  level  of  riding  comfort  is 
another  factor  —  when  your 
drivers  are  more  productive,  so 
is  your  company. 

That  kind  of  cost-effective  per- 
formance says  a  lot  about  your 
bottom  line  to  your  customers. 
They  know  if  your  trucks  de- 
liver, you  can,  too. 


"Built  Like  a  Mack  Truck"® 

We  build  trucks  with  Balanced 
Design,  using  proven  compo- 
nents that  work  together  for  the 
greatest  efficiency.  You  can  spec 
Mack  Econodyne®  engines, 
Maxitorque®  and  T-200™  trans- 
missions. Or  choose  from  a 
selection  of  popular  components 
from  other  manufacturers. 

Either  way,  you  get  Mack 
performance  that  rolls  up  a  lot 
of  miles,  years  and  profits.  Talk 
to  your  Mack  dealer  or  leasing 
agent.  The  Mack  trucks  you 
lease  could  be  the  smartest  buy 
you  ever  made. 


What  America  needs  is  less  bull  and  more  Bulldog. 

Ultra-Liner,  Econodyne  and  Maxitorque  are  registered  trademarks  ol  Mack  Tracks.  Inc.  ©  1984 


On  the  Docket 


Lawyers  pride  themselves  on  their  court- 
room demeanor.  But  they  have  discovered 
a  better  place  to  make  a  buck. 


Pretrial 
by  ordeal 


By  Laura  Saunders 


NINETEEN    OUT    OF    20    lawsuits 
never  even  make  it  to  trial.  So 
if  there's  no  trial,  you  might 
wonder,  why  are  legal  bills  so  high? 

Most  of  the  money  is  spent  on  dis- 
covery, a  long  and  expensive  legal  pro- 
cess mentioned  nowhere  in  the  Con- 
stitution. During  discovery, 
lawyers  can  get  all  manner 
of  information  from  the  oth- 
er side,  in  order  to  prepare  a 
case.  They  can  interview 
the  parties  at  length,  re- 
quest detailed  documents 
and  force  the  disclosure  of 
pertinent  data.  No  surprise, 
then,  according  to  Xerox 
General  Counsel  Robert 
Banks,  that  "probably  80%" 
of  the  costs  of  commercial 
litigation  can  be  attributed 
to  discovery. 

The  trouble  comes  when 
attorneys  abuse  the  process. 
Endless  requests  for  infor- 
mation and  court  fights  over 
details  of  disclosure  can 
keep  a  case  from  coming  to 
court  for  years.  Few  lawyers 
grieve  about  that.  Their  me- 
ter is  always  running,  and 
leaving  any  stone  unturned  might 
mean  risking  malpractice.  Besides, 
says  Peter  Gruenberger  of  New  York's 
Weil,  Gotshal  &  Manges,  discovery  is 
what  many  young  lawyers  know  best. 
It  is  easier  for  law  schools  to  teach 
discovery  technique  than  the  art  of 
trying  a  case. 

Discovery  evolved  from  efforts  to 
correct  other  abuses  45  years  ago. 
Back  then,  civil  trials  often  resembled 
Perry  Mason-like  "trials  by  ambush," 


complete  with  surprise  witnesses  and 
last-minute  evidence.  To  minimize 
such  posturing,  the  Supreme  Court 
rewrote  the  rules  of  legal  procedure  to 
allow  each  side  to  examine  the  other's 
evidence  before  trial.  Obviously,  the 
process  couldn't  be  used  for  criminal 
cases,  because  of  the  privilege  against 
self-incrimination,  but  for  civil  litiga- 


Jean-Francois  Allau 
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tion  it  was  a  major  reform. 

This  change  was  part  of  the  Federal 
Rules  of  Civil  Procedure,  adopted  in 
1938  and  later  copied  by  nearly  all 
state  courts.  The  original  rules  gave 
attorneys  some  technical  guidelines. 
But  they  also  allowed  broad  leeway  in 
deciding  what  to  discover.  "At  trial, 
the  test  is  whether  a  question  pro- 
duces relevant  evidence,"  says  Edwin 
Wesely,  partner  at  New  York  City's 
Winthrop,  Stimson,  Putnam  &  Rob- 


erts. "But  in  discovery  it's  anything 
that  might  lead  to  relevant  evidence." 
Over  time  that  came  to  mean  prac- 
tically anything.  Appellate  courts 
upheld  broad  discovery.  And  after 
World  War  II,  as  law  firms  grew  and 
billing  by  the  hour  became  common, 
lawyers  happily  opened  the  door  even 
wider.  It  paid  to  be  zealous. 

"When  you  combined  legal  ethics 
with  lawyer  economics,"  says  Wey- 
man  Lundquist,  a  partner  at  San  Fran- 
cisco's Heller,  Ehrman,  White  &. 
McAuliffe,  "you  had  the  fuel  for  a 
very  powerful  force."  The  high  water 
mark  of  discovery  excess  was  prob- 
ably the  IBM  antitrust  suit  during  the 
Seventies.  In  1979,  after  sifting 
through  over  30  rriillion  documents, 
government  prosecutors  demanded  5 
billion  more.  (The  case  was  dismissed 
before  the  request  was  acted  on.) 

The  IBM  litigation  was  merely  big, 
not  unique.  Away  from  the  watchful 
eyes  of  judges,  some  lawyers  use  dis- 
covery tactics  to  force  the  other  side 
into  settlement  (see  box,  p.  106).  Espe- 
cially in  large  commercial  cases,  ex- 
tensive discovery  became  common. 
"The  profession  became  like  the  Ital- 
ian city-state  wars  of  the  15th  cen- 
tury," says  Lundquist.  "Each  side 
would  send  out  its  own  army,  and 
they  lived  very  well  off  the 
land.  But  they  made  sure 
never  to  meet  in  battle,  be- 
cause then  one  side  would 
win  and  the  other  lose." 

These  problems  have  not 
gone  unnoticed.  In  1980 
three  Supreme  Court  jus- 
tices wrote  a  stinging  call 
for  discovery  reform.  Effec- 
tive August  1983,  the  Court 
amended  four  rules  of  civil 
procedure.  The  object:  to  get 
judges  to  take  an  active 
hand  in  bringing  cases  to 
trial  (or  settlement)  speed- 
ily, to  keep  discovery  pro- 
portionate to  the  case  and  to 
make  it  tougher  for  lawyers 
to  delay  with  frivolous  or 
overzealous  motions  and 
pleadings.  The  amendments 
also  require  sanctions  for 
discovery  abusers. 
Trial  lawyers,  as  you  would  expect, 
aren't  happy.  "There's  nothing  wrong 
with  the  system  that  couldn't  be 
cured  if  appellate  courts  exercised 
power  they  already  have,"  says  John 
Arness,  fellow  of  the  American  Col- 
lege of  Trial  Lawyers.  He  worries  that 
the  new  rules  will  create  more  paper- 
work and  expense. 

With  powerful  groups  like  that  op- 
posed to  the  new  rules,  it's  hard  to  say 
how  effective  the  changes  will  be.  But 
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n  oasis  for  the 
business  at  hand. 
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On  the  Docket 


several  federal  courts  are  already  ap- 
plying the  Supreme  Court's  new 
rules.  Judge  Jack  Weinstein  has  ap- 
proved new  discovery  techniques  that 
include  settling  most  disputes  be- 
tween lawyers  by  phone  with  magis- 
trates in  his  New  York  district. 

In  South  Carolina  the  federal  dis- 
trict court  has  an  innovative  set  of 
interrogatories  that  lawyers  must  an- 
swer at  the  outset  of  a  case  to  force 
them  to  develop  a  litigation  plan  and 
avoid  fishing  expeditions.  And  New 
York  and  California  state  courts  are 
both  considering  discovery  reforms. 

These  new  rules  will  help  only  if 


judges  apply  them.  But  there  may  be 
another,  even  more  powerful  force 
working  against  over-discovery:  the 
clients.  Corporations  are  waking  up 
to  the  fact  that  cutting  discovery  costs 
means  cutting  litigation  costs.  At 
Xerox,  says  General  Counsel  Banks, 
discovery  costs  are  probably  10%  of 
what  they  were  ten  years  ago  because 
of  effective  management.  That,  plus 
the  resolution  of  a  few  big  cases,  held 
Xerox'  fees  for  outside  counsel  to  $3 
million  last  year,  down  from  some 
$15  million  in  the  mid-Seventies. 

With  the  costs  of  litigation  rising 
steadily,  it  would  be  a  surprise  if  other 
companies  didn't  follow  suit.  No- 
body's going  to  overdo  the  discovery  if 
the  bills  aren't  being  paid.  ■ 


A  layman's  guide  to  abusive  discovery 


Ask  lawyers  if  they  use  discovery 
as  a  tactic  to  delay,  confound  or 
financially  drain  their  opponents, 
and  they  are  aghast  at  such  a  notion. 
It's  remarkable,  though,  how  often 
their  unscrupulous  colleagues  have 
tried  to  do  it  to  them. 

How?  Let  us  count  some  ways. 
Interrogatories,  written  questions 
that  the  other  side  must  answer, 
can  be  used  to  drive  your  oppo- 
nents crazy.  You  could,  for  in- 
stance, tell  a  forest  products  com- 
pany, "Set  forth  all  the  transac- 
tions in  which  lumber  was  sold." 
Word  processors  can  be  an  invalu- 
able aid  here.  Says  one  attorney, 
"Some  people  simply  store  long 
lists  of  questions  for  various  cate- 
gories of  cases,  and  the  machine 
can  spew  them  out  as  needed." 

Thus,  in  a  commercial  lawsuit 
with  1 5  parties,  a  set  of  interrogator- 
ies might  fill  400  pages,  with  2,800 
questions.  Says  Peter  Gruenberger: 
"Assuming  that  junior  associates 
billed  their  work  on  them  at  $50  per 
hour,  the  interrogatories  would  cost 
a  bare  minimum  of  $22,000  to  an- 
swer. If  they  are  sent  to  all  parties, 
and  each  reply  is  copied  for  all,  the 
total  cost  is  over  $300,000." 

When  the  discovery  process  is 
aimed  at  retrieving  documents,  the 
tactics  may  be  switched.  Instead  of 
asking  for  far  more  information 
than  you  need,  you  swamp  the  oth- 
er side  with  much  more  paper  than 
they  can  wade  through. 

A  1980  rules  change  aimed  at 
unscrupulous  tacticians  makes  it 
mandatory  to  produce  papers  in 
order  they're  kept.  That  has  put 
'per  on  the  trick  of  shuffling 


records  before  turning  them  over. 

The  parties  in  a  suit  can  also 
make  examining  documents  as 
physically  uncomfortable  as  possi- 
ble. One  hotel  chain  stored  its  doc- 
uments in  a  windowless,  non-air- 
conditioned  warehouse  with  a  tin 
roof,  intending  to  make  them 
available  in  July. 

Sometimes,  documents  just  dis- 
appear. A  risky  business.  Last 
spring  A.H.  Robins  surprised  a  Min- 
nesota magistrate  with  a  novel  rea- 
son for  the  loss  of  valuable  records 
in  its  Dalkon  Shield  case:  The  docu- 
ments were  stored,  it  said,  in  a 
lawyer's  home,  and  his  wife  threw 
them  out  during  spring  cleaning. 
The  magistrate  was  unconvinced, 
and  is  pursuing  the  matter. 

Most  lawyers  agree  that  deposi- 
tions have  the  greatest  potential 
for  abuse.  Want  to  tie  up  a  busi- 
ness? Simply  request  depositions 
of  all  the  key  officers.  Then  keep 
them  going  for  days.  Or  ask  a  depo- 
nent uncomfortable,  irrelevant 
questions.  You're  apt  to  delay  trial 
for  months  while  the  other  side 
challenges  them. 

Then  there's  the  trick  of  making 
the  deposition  hard  to  take.  One 
railroad  lawyer  tries  to  schedule 
opponents'  depositions  in  a  freight 
yard  master's  office,  so  the  process 
is  punctuated  with  loud  booms  as 
the  trains  are  made  up. 

Maneuvers  like  these  are  part  of 
the  game.  One  wonders  what  ever 
happened  to  the  first  rule  of  civil 
procedure,  which  says  that  the  pur- 
pose of  the  rules  is  to  "secure  the 
just,  speedy  and  inexpensive  out- 
come of  an  action." — L.S. 
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FUTURES  TRADERS  &  MARKET  ANALYSTS.  THIS  IS... 

THE  MOST  IMPORTANT  DISCOVERY  EVER  MADE 
ABOUT  THE  MARKETS. 


THERE  IS  PERFECT  ORDER  BEHIND  THE  MARKETS. . . 

It  makes  no  difference  whether  the  markets  are 
stocks,  commodities,  or  any  other  freely  traded 
markets.  This  perfect  order  is  the  basis  of  all 
markets. 

GEORGE  MARECHAL  DISCOVERED  THIS  FIFTY  YEARS  AGO 

In  1933  Marechal  drew  a  projection  of  what  the 
stock  market  would  do  for  the  next  fifteen 
years.  (See  below)  George  Marechal  lived  to 
be  almost  ninety  years  old  but  when  he  died, 
his  secret  died  with  him.  One  man  working 
alone  in  Chicago  in  the  summer  of  1983 
rediscovered  what  I  believe  was  Marechal's 
secret. 

THIS  SECRET  HAS  JUST  BEEN  REDISCOVERED... 

It  is  now  available  to  members  of  the  DELTA 
SOCIETY  INTERNATIONAL  (DSI).  Applications 
for  membership  are  currently  being  accepted. 


Welles  Wilder  is  known  world-wide  for 
his  innovative  and  original  contributions 
to  technical  trading.  His  revolutionary 
book,  New  Concepts  in  Technical 
Trading  Systems  is  legendary  in 
technical  trading  circles.  Stanley  Angrist 
writing  in  FORBES  MAGAZINE  (Oct.  '80) 
singled  Mr.  Wilder  out  as  "THE  premier 
technical  trader  publishing  his  work 
today." 

Wilder's  "Relative  Strength  Index" 
(RSI)  is  plotted  by  most  chart  services 
for  each  commodity.  His  "Directional 
Movement"  system  and  "Parabolic 
Time/Price"  system  have  become 
bywords  to  technical  traders  world-wide. 
Most  computer  trading  systems  in  use 
today  utilize  some  of  Wilder's  originally 
published  concepts.  Mr.  Wilder  has 
presented  his  methods  and  systems  at 
technical  trading  seminars  in  Asia, 
Australia,  Canada,  the  U.S.  and  the 
capitals  of  Europe. 


ITS  HARD  TO  BELIEVE,  BUT  TRUE 

Pick  a  year .  .  .  then  pick  a  commodity .  .  . 
for  example  T-BILLS  1988. 1  can  chart  every 
intermediate  turning  point  and  every  major 
turning  point  that  T-BILLS  will  make  in  1 988. 
Or  better  yet,  pick  a  date .  .  .  any  date .  .  .  say 
March  22,  1992.  I  can  punch  that  date  into 
my  Apple  or  IBM  computer  and  immediately 
obtain  a  hard-copy  print-out  of  the  previous 
intermediate  turning  point,  the  next  in- 
termediate turning  point  and  the  following  in- 
termediate turning  point  for  every  com- 
modity  .  .  or  for  any  portfolio  I  choose. 

Replacing  that  disk  with  the  long  term 
disk,  again,  I  can  punch  in  any  date  and 
obtain  a  hard-copy  print-out  of  the  previous 
long  term  turning  point,  and  the  next  two  long 
term  turning  points  for  all  commodities  or  any 
predetermined  portfolio  of  commodities. 


THE  MOST  SIGNIFICANT  DISCOVERY 

There  have  probably  been  a  thousand 
books  written  about  forecasting  what  markets 
will  do  in  the  future.  They  all  pale  into  in- 
significance when  compared  to  the  discovery 
of  the  cause  of  market  movement.  Supply 
and  demand  determine  the  extent  of  market 
movement .  .  .  that  is,  how  far  up  or  down  the 
swings  will  go.  However,  the  timing  of  these 
swings  the  turning  points,  both  long 
term  and  intermediate  term  are  caused  by 
something  that,  once  it  is  understood,  makes 
all  future  market  swings  predictable  with  a 
very  high  degree  of  accuracy. 

For  example,  the  average  accuracy  (based 
on  over  200  years  of  daily  observation)  for 
all  25  commodities  for  the  following  in- 
termediate term  turning  points  is  as  follows: 


The  top  line  of  price  fluctua- 
tions is  an  actual  reproduc- 
tion of  a  copyrighted  fifteen 
year  market  forecast  as 
calculated  and  drawn  in 
1933  by  George  Marechal. 


The  bottom  line  of  price  fluc- 
tuations is  the  actual  Dow- 
Jones  Industrial  average 
from  1934  to  1948  -  the 
same  fifteen  years  as  pro- 
jected by  Marechal. 


[1]  51  %  of  the  time  the  projected  turning 
point  will  occur  within  2  days  of  the 
date  projected. 

[2]  68%  of  the  time  the  projected  turning 
point  will  occur  within  3  days  of  the 
date  projected. 

[3]  81%  of  the  time  the  projected  turning 

point  will  occur  within  4  days  of  the 

date  projected. 

The  long  term  accuracy  is  comparable.  I 

believe  that  the  only  other  person  who  ever 

discovered  this  phenomenon  was  George 

Marechal.  It  would  explain  how  he  could  have 

determined  the  market  turning  points  used  in 

his  famous  chart  shown  above. 


To  receive  a  free  sixteen  page  docu- 
mented brochure  on  this  incredible  phenom- 
enon complete  the  coupon.  To  expedite  call 
(919)  698-0500. 


THE  DELTA  SOCIETY  INTERNATIONAL 
P.O.  Box  128 
McLeansville,  N.C.  27301 

Please  send  documented  brochure. 
Name 
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A  3M  diskette  can 
make  one  read/write  pass 
on  every  track,  every  hour, 
every  day  for  200  years  and 
still  be  in  terrific  shape. 

Has  3M  discovered  the 
floppy  fountain  of  youth? 

In  a  way,  yes. 

We  discovered  that  if 


you  want  to  make  a  floppy 
that's  certified  100% 
error-free  and  guaranteed 
for  life,  you  have  to  make 
every  last  bit  of  it  yourself. 

That's  why  we're  the 
only  company  that  con- 
trols every  aspect  of  the 
manufacturing  process. 


We  make  our  own 
magnetic  oxides.  And  the 
binders  that  attach  them 
to  the  dimensionally 
stable  substrate.  Which 
we  make  ourselves  from 
liquid  polyester.  Which 
we  make  ourselves. 

We  also  test  our 


mauamMBaa 


should 


floppies.  At  least  327  ways. 
And  not  just  on  exotic 
lab  equipment  with  per- 
fectly aligned,  spotless 
heads.  But  also  on  office 
equipment  like  yours. 
We  even  reject  a  dis- 
kette if  its  label 
is  crooked. 


Taxing  Matters 


Equipment  tax  shelters  aren  't  as  popular  as 
real  estate  or  oil.  But  these  deals  keep 
growing,  and  they  may  rank  first  in  risk. 

"Fancy  wrapping 
for  smelly  fish" 


By  Christopher  Power 


When  you  talk  to  experts  in 
the  rarefied  world  of  equip- 
ment-leasing tax  shelters, 
you  can  get  confused  very  fast.  Take 
jerry  Belofsky  of  Bear,  Stearns.  He 
steers  clear  of  shelters  involving  com- 
mercial aircraft  because  he  thinks  too 
many  people  compete  for  these  deals. 
But  Prudential-Bache's  Joe  DeFur 
loves  them  for  their  fat  residual  value. 
"If  an  airplane's  engines  are  out- 
moded," he  claims,  "you  just  take  off 


the  old  ones  and  put  on  new  ones." 

Then  there's  fon  Prager,  who  heads 
Finalco,  the  big  leasing  firm.  Equip- 
ment shelters,  he  says,  "are  now  for 
everyman."  But  Ken  Seplow  of  Kid- 
der, Peabody  is  dubious.  He  thinks  the 
IRS  is  just  starting  to  put  the  bite  on 
folks  who  invest  in  leasing  deals. 

Still,  people  agree  on  one  thing: 
Equipment-lease  programs  are  grow- 
ing. Despite  a  slowdown,  the  dollar 
amount  of  private  and  public  partner- 
ships is  up  20%  from  1983,  says  Rob- 
ert Stanger,  editor  of  the  Stanger  Re- 


port, a  tax  shelter  newsletter. 

That  translates  into  $900  million 
worth  of  leases  in  1984,  placing  equip- 
ment third  behind  oil  and  gas  and  real 
estate  among  the  top  shelters.  The  gap 
may  be  closing,  too.  Uncertain  energy 
prices  have  made  it  harder  to  sell  drill- 
ing deals,  and  new,  tighter  regulations 
hurt  real  estate  syndications. 

At  first  glance,  leasing  shelters  are 
simplicity  itself.  Investors  who  buy 
and  then  lease  equipment  get  enough 
accelerated  depreciation  on  that 
equipment  to  provide 
writeoffs  of  up  to  3-to-l, 
rental  income  from  the 
actual  users  and,  maybe, 
a  nice  bundle  at  the  end 
when  they  sell  the 
equipment.  They  also 
get  to  brag  at  cocktail 
parties  about  their  LBM 
mainframes  or  Boeing 
747s.  Heady  stuff. 
Unfortunately,  many  of  these 
equipment-leasing  deals  are  reminis- 
cent of  the  plan  to  put  false  windows 
complete  with  painted  flowerpots  on 
run-down  tenements  in  the  South 
Bronx.  People  driving  by  may  think 
everything  is  lovely,  but  behind  the 
clean  visage  lies  decay.  "Equipment 
leasing  is  exciting.  It's  glamorous," 
explains  Ed  Mendlowitz,  a  New  York- 
based  tax  shelter  consultant.  "But  I 
never  advise  a  client  to  get  involved." 
Good  advice.  In  the  ten  years  or  so 
that  individual  investors  have  been 


Chas  B  Slackman 


It's  a  wrap 


Antagonism  between  the  IRS  and  equipment-leasing 
companies  is  old  news.  Things  didn't  get  any  less 
acrimonious  when  the  service  went  on  the  warpath 
over  a  subspecies  of  sale-leaseback  deals  known  as  "the 
wrap."  Wraps  are  structured  for  rich  plungers  who 
really  want  to  go  for  the  brass  ring. 

They  work  this  way:  An  equipment  lessor  arranges  to 
lease  some  equipment  to  a  user — an  airplane  to  an 
airline,  say.  Then  the  lessor  sells  that  airplane  to  a 
partnership.  Finally,  the  lessor  leases  the  plane  back 
from  the  partnership  in  a  leasing  arrangement  that  runs 
longer  than  the  original  lease. 

Got  that?  The  point  is  to  give  the  middleman  leasing 
company  some  time  between  the  expiration  of  the 
airlint  lease  and  the  expiration  of  its  lease  with  the 
partn.  [n  that  time  the  middleman  can  make 

mom  in  leasing  the  equipment.  The  leasing 

company  the  cash  flow  it  gets  in  rent  from  the 

airline  to  tht   bank  loan  it  secured  when  it 

bought  if  ,  to  begin  with. 

Limited;,  wrap,  too.  Now  that  they 

are  leasing  eqi  period,  and  their 

annual  rent  is  low  -ould  receive  from 

a  shorter  lease  t(  there  is  even  less 


income  up  front  to  ci 


-;  of  depreciation. 


Last  year  wraps  for  corporations  and  individuals  ac- 
counted for  about  $2  billion  of  leasing  volume.  Small 
potatoes  in  a  $63  billion-a-year  industry,  maybe,  but 
not  that  shabby  in  the  tax  shelter  game. 

The  structure  of  these  deals  breeds  tax  problems. 
Explains  Patton  Corrigan,  an  attorney  with  the  New 
York  law  firm  of  Austrian,  Lance  &.  Stewart,  "If  the 
wrap  lease  is  too  long,  the  IRS  can  easily  conclude  that  a 
corporation  or  partnership  did  not  make  a  real  sale,  and 
that  it  provided  financing  for  the  leasing  company." 

Last  December  the  IRS  decided  just  that,  and  a  federal 
court  threw  out  all  the  writeoffs  a  North  Carolina 
Toyota  dealership  had  secured  in  a  wrap  lease  with 
Finalco.  At  the  same  time  Finalco,  Comdisco  and 
scores  of  other  leasing  companies  were  told  by  the 
service  that  their  deals  were  under  scrutiny. 

The  IRS  has  backed  off  somewhat,  but  it  can  still  nab 
investors  in  individual  audits.  Stephen  Smith,  manag- 
ing director  of  D 'Accord,  a  corporate  leasing  company 
in  San  Francisco,  doesn't  think  an  investor  should  relax 
his  vigilance  over  wraps  just  because  the  IRS  has  al- 
ready taken  a  swipe  at  them.  "Tons  of  these  deals  aren't 
any  good  at  all,  because  most  people  don't  know  how  to 
put  them  together,"  says  Smith.  "And  they've  spilled 
out  of  computers  into  other  equipment." — C.P. 
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Our  cost  containment 
team  has  a  comprehensive 
package  of  plans  and  ser- 
vices that  no  one  else  can 
match.  And  the  word  must 
be  getting  around.  Because 
some  companies  that  buy 
health  insurance  elsewhere 
still  come  to  us  for  advice. 

Of  course,  some  cost 
containment  services  are 
for  Metropolitan  customers 
only.  But  even  if  your  com- 
pany doesn't  have  our  health 
insurance,  we'll  still  save 
you  money.  Without  sacrific- 
ing the  quality  of  benefits. 

One  way  we  do  that  is 
through  our  affiliated  com- 
pany, Corporate  Health 
Strategies.  Recognized  as 
the  leading  company  in  ana- 
lyzing health  care  data, 
CHS  will  scrutinize  your 
health  claims  experience  to 
identify  the  source  of  cost 
inefficiencies.  And  that's 
knowledge  you  can  act  on. 

It's  your  move  now— send 
in  the  coupon  to  find  out 
more  about  CHS  and  our 
other  cost-saving  services. 

Coverage  with  another 
company  is  no  longer  an 
excuse  for  paying  too  much 
for  health  care. 


For  more  information  on  Metropolitan's 
cost  containment  services,  please 
send  this  coupon  to  Leon  I.  Hyman, 
Vice-President,  Health  Care  Resource 
&  Cost  Management,  Area  24-VW, 
Metropolitan  Life  Insurance  Company, 
One  Madison  Avenue,  New  York, 
New  York  10010. 
Or  call  212-578-6490. 
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Metropolitan  Life 

AND  AFFILIATED  COMPANIES 


)1984  Metropolitan  Life  Insurance  Company.  New  York.  N.Y. 


Can  a  copier 

be  so  friendly 

even  the  boss 

can  use  it? 


i 


It  is  entirely  possible  that  a  boss,  even  a  chairman  of  the  board,  could  be  given 
instructions  as  simple  as  "push  these  two  buttons,"  and  cause  a  Kodak  copier  to 
perform  a  whole  series  of  complex  jobs.  Automatic  feeding.  Copying  on  both 
sides.  Inserting  colorful  cover  and  slip  sheets.  Collating,  stapling  and  stacking. 
Even  reloading  on  the  run.  With  two  buttons. 

Custom  preprogrammable  Kodak  copiers  are  that  easy,  and  that  fast,  to 
use.  Painstaking  human  engineer- 
ing is  part  of  the  reason  why.  So  is 
a  very  powerful,  very  friendly 
computer  that  assists  operators. 
Using  a  Kodak  copier  is  as 
easy  as  pushing  a  button  or  two. 
Getting  a  demonstration  is  as 
easy  as  calling,  or  sending  the 

coupon. 

1  800  44KODAK 

(1800  445-6325]  Ext  324 


Kodak 
copiers  can! 


Eastman  Kodak  Company 
CD  4528 
Rochester,  NY  14650 

□  Please  send  me  details  on  the  latest  Kodak  copier-duplicators. 

□  Please  have  a  representative  call  for  an  appointment. 

Our  approximate  monthly  copy  volume 

Name Title 


Company- 
Address 

City 


-State, 


.Zip_ 


Telephonei L 
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buying  these  shelters,  two  waves  of 
popular  deals  have  become  disasters. 
The  boxcar  deals  of  the  late  Seventies 
caught  on  big.  But  then  the  grain  em- 
bargo wiped  out  the  market.  Barges 
came  next,  until  the  recession  drasti- 
cally cut  their  value. 

Now  some  observers  are  talking 
about  the  next  potential  fiasco,  in 
computer  equipment.  "At  this  stage, 
we're  staying  away  from  it.  You're 
getting  very  rapid  technological 
change,"  says  Bear,  Stearns'  Belofsky. 
Translation:  You  don't  know  what  it 
will  be  worth  at  the  end  of  the  lease. 
Computer  deals  are  doubly  problem- 
atic because  they  often  involve  con- 
troversial wrap  leases  (see  box,  p.  110). 

If  you  are  looking  for  protection 
from  the  brokerage  houses  that  offer 
leasing  deals,  look  again.  "Some  of  the 
larger  firms,"  says  Seplow,  "are  very 
concerned  with  getting  product  in 
front  of  their  salesmen,  but  they  may 
not  be  able  to  sell  it  all."  Four  years 
ago  Shearson  got  heavily  involved 
with  the  ill-fated  barge  shelters.  And 
last  year  Merrill  Lynch  structured  a 
deal  with  Comdisco  involving  IBM 
mainframes.  Merrill  had  hoped  to  sell 
$30  million  worth  of  partnerships.  It 
sold  half  of  that  instead.  Competitors 
speculate  whether  the  computers 
would  have  any  value  when  the  leases 
expired. 

The  biggest  problem  is  resale  value. 
Investors  expect  to  make  their  real 
money  after  the  lease  expires,  when 
the  bank  loans  are  paid  off  and  the 
equipment  goes  on  the  market.  This 
is  the  lure  behind  most  real  estate 
syndications.  The  reward  is  dubious 
enough" for  real  estate — which  is  usu- 
ally considered  a  hedge  against  infla- 
tion— but  it  can  disappear  completely 
when  a  shelter  involves  highly  so- 
phisticated equipment.  This  stuff 
nearly  always  loses  value  over  time 
because  of  technological  advances  or 
changing  customer  preference. 

If  the  bottom  falls  out,  an  investor 
has  unwanted  machinery  on  his 
hands  and  a  possibly  disastrous  out- 
come Suppose  the  IRS  decides  no  one 
could  have  reasonably  expected  to 
make  a  profit  from  a  particular  leasing 
deal — then  it  can  disallow  all  the  pre- 
ceding writeoffs.  Even  if  the  IRS  be- 
lieves the  shelter  was  legitimate  and 
lets  the  writeoffs  stand,  the  partner- 
ship will  stil  1  tave  to  pay  the  deferred 
taxes  that  cro  p  at  the  end  of  the 
lease— withou  v  offsetting  income 
from  the  sale  oi  the  equipment. 

The  fact  is  that  in<       lua       'estors 
are  not  equipped  tc  make  decisions 
about  these  highly  complex  markets 
And  the  really  c 
never  reach  the  pi 


vative  deals  can  shelter  the  high  earn- 
ings of  firms  that  don't  have  capital 
construction  costs  to  protect  them, 
leasing  is  popular  with  companies 
like  Citicorp  and  General  Electric. 
Companies  buy  many  more  leasing 
deals  as  shelter-seeking  investors,  if 
there's  a  good  deal  to  be  had,  who  do 
you  think  is  going  to  be  invited  in 
first,  John  Doe  or  G.E.  Credit? 

Even  big  companies  with  the  pa- 
tience and  capital  needed  to  find  solid 
leasing  deals  tread  cautiously.  They 
have  the  resources  to  get  letter  rulings 
from  the  IRS  to  protect  themselves 


from  an  audit. 

The  moral:  Leasing  may  be  great  for 
large  corporations.  But  if  you're  an 
average  investor,  watch  out.  Of 
course,  not  all  equipment  deals  are 
bad;  some  are  even  structured  to  pro- 
vide income  with  very  few  tax  advan- 
tages. But  why  bother  to  tie  up  capital 
in  such  risky  deals?  Observes  Michael 
Silverstein,  editor  of  the  Boston-based 
Tax  Shelter  Investment  Review,  "These 
leasing  shelters  end  up  giving  you 
10%  or  1 1%  and  a  chance  to  sell  some 
rusty  machinery.  They're  just  fancy 
wrapping  for  smelly  fish."  ■ 


Taxing  Matters 


The  service  reaches  far  and  wide 

To  capture  those  who  don  t  pay  tax. 

Still  it  misses  some  who  hide 

Behind  a  haze  of  cloudy  facts. 


Oops! 


By  Laura  R.  Walbert 


Good  news  to  all  purveyors  of 
abusive  tax  shelters.  Vast 
squadrons  of  attorneys  and  ac- 
countants are  about  to  provide  a 
smokescreen  that  will  help  you  avoid 
the  IRS'  scrutiny.  Here's  the  story. 

In  an  effort  to  find  and  eliminate 
abusive  shelters,  the  government  re- 
quired many  tax  shelter  partnerships 
to  register  with  the  IRS.  But  so  eager 
were  Congress  and  the  Treasury  to 
snare  suspicious  syndicators  that  they 
devised  an  airtight  provision  that 
forces  almost  all  partnerships  to  regis- 
ter— including  law  firms,  accounting 
firms,  engineering  firms,  architectur- 
al firms  and  the  like. 

The  new  law  states  that  all  partner- 
ships sold  after  Sept.  1  to  at  least  five 
partners  and  with  a  total  investment 
of  $250,000 — a  mere  pittance  at  the 
large  law  and  accounting  firms — must 
register  if  gross  deductions  will  total 
$2  or  more  for  every  $1   invested. 
That's  where  the  professional  service 
fits  get  caught.  What  with  rent, 
:s  and  other  expenses,  you  reach 
i  -itio  the  day  you  open  the  door. 


Although  these  organizations  certain- 
ly don't  net  any  tax  losses,  operational 
expenses  easily  total  $2  for  every  $1  of 
partner  investment. 

The  Treasury  is  painfully  aware  of 
the  problem.  But  it  fears  that  tinker- 
ing with  the  legislation  might  loosen 
a  newly  found  grip  on  the  shelter  in- 
dustry. In  the  meantime,  although  the 
Treasury  probably  won't  go  after  pro- 
fessional firms  that  fail  to  file,  the 
snafu  will  likely  hamper  IRS  efforts  to 
get  some  good  out  of  the  provision. 

"They  are  diluting  the  power  of  the 
system.  It  will  be  garbage  in,  garbage 
out,"  says  Warren  Shine,  chairman  of 
Ernst  &  Whinney's  tax  shelter  com- 
mittee. What  the  IRS  needed  was  a 
registration  system  that  would  sift 
out  the  potentially  abusive  shelters. 
Instead,  the  service  will  be  snowed 
under  with  filings  from  the  innocent 
as  well  as  the  questionable.  "I  thought 
the  IRS  was  going  after  this  thing  to 
make  it  manageable,  to  isolate  the 
ones  more  likely  to  be  bad  guys,"  says 
William  Brennan,  editor  of  the  tax 
shelter  newsletter  Brennan  Reports. 
"But  when  you  get  everybody  in 
there,  I'm  not  sure  what  good  it  does." 
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HUM 


What  are  you  doing 
for  the  next  lOO  years? 


We  know  what  we'll  be  doing. 

We'll  be  building  the  machines  that  move  the 
products  of  industry  and  grow  food  for  the 
human  race. 

And  whether  those  machines  have  wheels, 
wings,  turbines  or  laser-induced  fusion  power; 
we'll  be  making  them,  selling  them,  and  back- 
ing up  the  customers  who  put  them  to  work. 

We  know,  because  that's  exactly  what  we've 
been  doing  for  the  past  150  years.  We  made  a 
commitment  to  our  customers  that  we  revere 
as  a  declaration  of  purpose.  It's  a  promise  that 
stands  apart  from  guarantees  and  warranties, 
because  this  commitment  is  an  attitude  that 
never  expires. 


We  simply  say  that  we  will  do  everything 
in  our  power  to  help  our  customers  succeed  in 
their  businesses.  Sometimes  the  help  we  offer 
is  a  detailed  computer  analysis  of  a  customer's 
maintenance  facilities  that  can  make  the 
difference  between  a  trucker's  profit  and  loss. 
Sometimes  it's  staging  an  agricultural  equip- 
ment clinic  for  friends  and  neighbors,  with 
movies,  refreshments  and  real  tips  from 
company  experts  on  preventive  maintenance, 
and  now  to  increase  efficiency  in  the  field. 

It's  all  part  of  a  commitment  we  and  our 
dealers  have  honored  since  we  began.  And,  as 
far  as  everyone  at  International  Harvester  is 
concerned,  the  commitment  is  forever. 


The  commitment  is  fore- 


Show  her  the  rewards  of  full  economic  recovery. 

'  ...  ■ 
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The  necklace  shown 

Since  litis  isn't  the  kit 

For  your  copy,  send  $2.00  to 
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A  quality  diamond  of  a  carat  or  more. 

Quality.  It's  as  important  in  diamonds  as  in 
anything  else  you  own.  It's  especially  important 
in  diamonds  of  a  carat  or  more. 

Extraordinary.  One  of  natures  most  perfect 
gifts  is  also  the  hardest  natural  gemstone  known  to 
man.  It's  spectacular.  Impressive.  And  rare. 

In  order  to  understand  quality  in  diamonds, 
one  must  understand  the  4C's:  Cut;  Color,  Clarity 
and  Carat-weight.  It  is  the  4<§  characteristics  that 
determine  the  value  of  a  diamond. 

Your  jeweler  is  the  expert  where  diamonds  are 
concerned.  He  can  show  you  diamonds  of  a  carat  or 
more  of  such  exceptional  quality  as  to  please  even 
the  most  discriminating  tastes.  Give  her  the 
ultimate.  A  quality  diamond  of  a  carat  or  more. 

<,  A  diamond  is  forever. 

'V  prc'piireil  an  informative  hroi  lime  to  help  you  make  the  right  <lei  ision. 
,!>/>'(   (  ,  i}45  Avenue  ol  the  Americas,  NY,' NY  10105. 


Taxing  Matters 


Most  lawyers  and  accountants  are 
hoping  the  whole  thing  will  be  cleared 
up  before  they  need  to  register. 

If  that  fails,  John  Pennell  of  the  Chi- 
cago-based law  firm  McDermott,  Will 
&.  Emery  says,  "One  of  the  greatest 
ways  to  defeat  any  provision  is  to  bury 
the  IRS  in  paper." 

Mixing  business 
with  pleasure 

Step  right  up,  ladies  and  gentlemen. 
Want  a  deductible  trip  to  Hawaii 
(wink)?  Just  make  your  reservations 
and  come  to  our  investment  seminar 
(nudge). 

That's  basically  the 
sales  pitch  thrown  by 
many  promoters  of  tax- 
deductible  vacations. 
Naturally,  when  you 
talk  to  the  promoters 
themselves,  they  are 
all  holier-than-the-IRS. 
They  can  offer  substan- 
tial evidence  that  these 
are  legitimate  semi- 
nars that  should  be  tax 
deductible.  And  cer- 
tainly some  of  them 
may  be.  But  you  really 
have  to  wonder:  If 
these  seminars  can  be  put  on  video- 
tape, as  some  of  them  are,  then  why 
should  the  government  subsidize 
trips  to  Hawaii  to  view  them? 

But  that's  the  kind  of  question  you 
don't  ask  yourself  when  the  balmy 
breezes  of  the  South  Pacific  beckon. 
And  the  tax-deductible  vacation  busi- 
ness is  flourishing,  if  the  experience  of 
Johnson-Moore  Seminars,  Inc.  is  any 
indication.  To  lure  doctors,  lawyers 
and  investors,  the  firm  began  offering 
combined  medical,  legal  and  invest- 
ment conferences  in  Hawaii  about  a 
year  ago. 

Business  is  so  good  that  soon  it  will 
open  up  in  Fort  Lauderdale.  Next  year 
the  seminars  will  be  offered  on  Ha- 
waiian cruise  ships,  and  a  Johnson- 
Moore  affiliate  has  been  running 
seminars  at  Rocky  Mountain  ski  re- 
sorts for  years.  "The  nice  part  about 
our  seminar  is  that  it  is  52  weeks  a 
year,  so  attendees  can  come  when 
they  want,"  says  President  Herbert 
Lawson. 

Johnson-Moore's  seminar  runs  for 
five  days,  and  offers  1 7  hours  of  video- 
taped lectures  on  medical,  legal  and 
dental  topics  and  17  hours  on  invest- 
ments. The  seminars  are  offered  on 
the  islands  of  Maui,  Oahu  or  Hawaii. 
"That  way  somebody  can  pick  up  the 
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programming  in  different  locations," 
he  explains. 

And  for  this  you  get  a  tax  deduc- 
tion? Lawson  says  that  hotel  and 
meals  can  be  deductible  for  the  days 
you  attend  the  conference  and,  of 
course,  the  registration  fee  is  deduct- 
ible. And  if  you  hope  to  deduct  airfare, 
Lawson  recommends,  "A  doctor  who 
takes  both  the  medical  and  financial 
planning  portions  of  the  seminar 
could  extend  his  trip  up  to  two  weeks 
or  longer.  The  individual  who  only 
takes  financial  planning  could  stay 
ten  days." 

The  IRS,  not  surprisingly,  is  skepti- 
cal. Unfortunately,  the  tax  code  is 
hazy  on  the  issue.  It  is  clear,  though, 
that  travel  expenses  are  deductible 
only  if  the  trip  is  "pri- 
marily business."  But 
one  wonders:  does  3Vi 
hours  a  full  business 
day  make? 

So  why  aren't  Law- 
son's  clients  getting 
caught?  Mainly  be- 
cause the  tax  return 
calls  only  for  a  tally  of 
all  travel  and  entertain- 
ment expenses,  not  for 
a  detailed  listing, 
where  a  line — Destina- 
tion: Hawaii — might 
cause  a  second  look. 
am  b  siackman  Getting  away  with 
these  deductions,  then,  is  more  a  mat- 
ter of  the.  service's  ineffectiveness 
than  its  generosity.  So  you  take  your 
chances. — L.R.W. 

No  mercy 

It's  bad  enough  if  your  tax  shelter  has 
been  deemed  abusive  and  you  lose  all 
those  juicy  deductions.  It's  worse  that 
overstated  tax  shelter  deductions 
must  now  be  repaid  with  interest  at 
120%  of  the  normal  IRS  rate.  But  for 
the  final  kick  in  the  pants,  the  IRS  is 
planning  not  even  to  allow  investors 
to  deduct  the  money  they  lost  on  the 
deal.  Ouch. 

What's  more,  if  you  think  you  can 
get  a  more  sympathetic  hearing  in 
court,  you  may  be  mistaken.  In  a 
recent  case  involving  a  book  publish- 
ing shelter,  the  court  commented  that 
investors  were  taking  "an  indefensi- 
ble advantage  of  the  country  and  their 
fellow  citizens."  The  court  also  stat- 
ed: "Individuals  investing  in  such  a 
tax  shelter  have  demeaned  them- 
selves by  entering  into  such  a  dishon- 
est venture  and  have  revealed  a  mal- 
ice which  a  healthy  United  States 
cannot  sanction."  Out-of-pocket  ex- 
penses denied. — L.R.W. 
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Terrell  diamond  jewelry 

is  available  at 

fine  jewelry  stores 

everywhere. 
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Trying  to  help  the  textile  industry,  the  Rea- 
gan Administration  closed  one  loophole. 
But  it  may  have  opened  another  very  wide. 

"This  could  eat 
us  alive" 


By  Paul  B.  Brown 


T|  he  trouble  with  trying  to  curb 
the  free  market  is  that  clever 
businessmen  always  manage  to 
wriggle  out  of  the  restrictions.  Take 
import  quotas  on  apparel.  The  Reagan 
Administration  has  pushed  through  a 
plan  intended  to  help  American  man- 
ufacturers. But  now  it  may  wind  up 
hurting  them. 

For  the  last  20  years  the  U.S.  has 
maintained  a  quota  system  to  limit 
textile  and  apparel  imports,  mainly 
from  the  cheap-labor  countries  of 
Asia.  But  then  clever  foreign  manu- 
facturers started  finding  ways  to  cir- 
cumvent the  hazy  definitions  of  the 
quotas. 

Look  at  Hong  Kong  and  China. 
Hong  Kong  has  an  annual  quota  of  14 
million  wool  sweaters  imported  into 
the  U.S.  China's  quota  is  3.2  million. 


To  get  around  those  quotas,  some 
Hong  Kong  manufacturers  now  have 
sweaters  knit  in  China,  where  labor 
costs  are  about  75%  less.  The  nearly 
completed  sweaters  are  then  shipped 
back  to  Hong  Kong  for  final  assembly. 
Those  sweaters  are  charged  to  Hong 
Kong's  quota.  Because  they  are,  Chi- 
na— which  has  clearly  done  most  of 
the  manufacturing — effectively  ex- 
ceeds its  import  quota  to  the  U.S.  And 
Hong  Kong  manufacturers  are  happy 
with  the  arrangement  because  their 
costs  are  lower. 

The  solution,  in  theory,  is  simple: 
Make  sure  the  goods  count  toward  the 
quota  of  the  country  that  really  did 
the  manufacturing.  So  the  Commerce 
and  Treasury  Departments  drafted 
some  new  regulations,  announced 
early  in  August  and  put  into  effect 
Sept.  7,  to  close  the  loophole.  Hence- 
forth, the  country  where  the  material 
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undergoes  a  "substantial  transforma- 
tion" into  clothing  will  be  considered 
the  country  of  origin. 

The  rub  is  that  the  phrase  "substan- 
tial transformation"  is  not  clearly  de- 
fined. Logically,  say  some  trade 
groups,  it  should  mean  where  the 
goods  are  cut  to  shape.  Once  a  gar- 
ment is  cut  to  shape,  it  cannot  be  used 
for  anything  else. 

But  if  that's  the  case,  says  Carl 
Priestland,  chief  economist  for  the 
American  Apparel  Manufacturers  As- 
sociation, "you  could  cut  anywhere 
and  then  ship  anywhere."  The  U.S. 
doesn't  control  apparel  imports  from 
Western  Europe,  Priestland  points 
out.  What  is  to  stop  a  clothing  manu- 
facturer in  West  Germany  from  cut- 
ting in  West  Germany,  shipping  to 
Poland  (which  does  have  a  quota)  for 
cheap  manufacture  and  then  shipping 
the  finished  product  to  the  U.S.  from 
Poland  as  a  product  of  West  Ger- 
many? Under  the  new  regulations, 
that  could  well  be  legal. 

There  are  other  variations  for  a 
shrewd  international  businessman. 
Take  the  sale  of  quotas.  A  quota  has  a 
value,  after  all — it  is  the  right  to  ship 
into  the  $100  billion  U.S.  retail  appar- 
el market,  the  most  desirable  in  the 
world.  And  the  original  quotas  for  dif- 
ferent textiles  were  allocated  in  1962 
and  1973,  based  on  then-existing 
trade  patterns. 

For  example,  Hong  Kong  is  allowed 
to  ship  some  6  million  dozen  cotton 
pants  and  shorts  to  the  U.S.  The  Hong 
Kong  government  then  allocates  that 
6  million  dozen  to  manufacturers 
based  on  past  sales.  Now,  some  manu- 
facturers with  low  quotas  may  want 
to  make  more  pants  than  they  are 
allowed,  others  fewer.  Here  we  have 
an  item  of  value  and  a  buyer  and  sell- 
er. If  there's  a  big  demand  in  the  U.S. 
for  a  garment,  the  quota  price  natural- 
ly goes  up.  On  some  popular  items, 
like  cotton  sports  jackets,  the  current 
quota  price  per  dozen  out  of  Hong 
Kong  can  add  up  to  $10  per  garment  to 
the  actual  manufacturing  costs. 

In  Hong  Kong  the  buying  and  sell- 
ing of  quotas  is  legal.  In  other  Asian 
countries  it's  illegal.  But  in  either 
case,  it  works  the  same  way. 

"Here's  what  is  going  to  happen," 
says  one  official  who  lobbied  against 
the  new  quota  regulations.  "A  manu- 
facturer in  Hong  Kong  sends  a  three- 
man  cutting  team  to  England.  They 
rent  a  small  warehouse  and  go  buy 
wool.  Now  quotas  for  woolen  items 
from  Hong  Kong  are  set  very  low. 
About  10,000  dozen  is  the  maximum 
on  women's  wool  suits,  for  example. 
And  there  is  a  big  demand  in  the  U.S. 
So  they  cut  in  London  and  assemble 
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VISION.  THE  ART  OF  SEEING 
THEINVSIBLE. 


Now,  when  our  world  offers  so 
many  financial  and  investment  op- 
portunities, being  able  to  see  be- 
yond the  usual  boundaries  is  vital. 

And  vision  has  never  been 
more  at  a  premium. 

Which  is  why  Citicorp's  Global 
Investment  Banking  has  come  of 
age. 

It's  Citicorp's  entire  merchant 


banking,  international  private  bank- 
ing, investment  management,  public 
finance,  venture  capital  investing, 
and  securities  and  economic 
information  services— all  brought 
together  in  a  single  global  unit: 
Citicorp's  Capital  Markets  Group. 

Interacting  with  proven  exper- 
tise and  innovation  in  95  countries, 
accelerated  with  "Citi  of  Tomorrow" 


technology. 

Which  makes  your  range  of  in- 
vestment and  financial  opportunities 
greater. 

So  whether  you're  an  individual 
or  institution,  investor  or  issuer,  local 
or  multinational,  look  to  Citicorp's 
Global  Investment  Banking. 

And  see  what  the  world  has  to 
offer.  VW 


. 
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1983  Citicorp 

Cili  of  Tomorrow '  is  a  service  mark  ol  Citibank,  N  A 


CITICORPO 


GLOBAL  INVESTMENT  BANKING 
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YOU  CAN  USE  COMPUTER  MAIL  T 


TT 


CONNECTED 

84  AG  290SXAP    IS:  10:4  1 
TO:   PANTFL  FARRIS 


USFR  ?0<»7 


RE: 


PFVTSFP  STAIR  MANUI ' 
00r)  THIRP 


PAN: 

THF  RFVISION  TO  THE  STAIR  HANDRAILS  Will  REi  ' 
THAT  THE  1  1/2"  DIA.  INTFRMEDI ATF  POSTS  BE 
CENTERED  ON  THE  TREAD  AND  BF.  ATTACHED  THHOUC.H 
THF.  SUBTREAD,  WITH  WELDED  OR  BOLTED  CONNECTIONS, 
TO  THE  TOP  OF  THE  FACE  STRINGER. 

THE  POSTS  AT  THE  START  OF  EACH  RUN  <:HAI  1 
LOCATED  SIMILARLY  TO  INTERMEDIATE  POSTS.   THI 
POST  SHAM,  BE  LOCATED  THE  SAME  DISTANCE  PROM 
FIRST  RISER  AS  AN  INTERMEDIATE  POST  IS  FROM  ITS 
RESPECT I VF  RISERS. 

THIS  ADJUSTMENT  WILL  At  ION  THE  POSTS  VERTICALLY 
FROM  RUN  TO  RUN,  WHICH  WILL  PROVIDE  FOR  A 
SIMPLFR,  MOPE  CONSISTENT  VISUA1  EFFECTj  AIM)  Till 
BREAKS  IN  THE  TOP  (2"  DIA.)  AND  INTERMEDIATE 
ROLLS  (1  1/4"  DIA.)  Will.  NOW  ALTON  VERTICALLY. 
THF  OVERALL  APPEARANCE  WTLL  BF  MUCH  MORF  ORDERED. 

BECAUSE  OF  THF  REVISIONS,  A  CFRTAIN  REDUCTION  IN 
FABRICATION  COSTS  WILL  ALSO  OCCUR.   THE  VARIOUS 
PARTS  ARF  NOW  MUCH  MOPE  REPETITIVE  AND  COST 
SAVINGS  SHOULD  RESULT.   ALSO,  BECAUSE  THF  PAIL 
TS  NOW  ATTACHED  PTRPCTLY  TO- THF  TOP  OF  THF  FACE 
STRINGER  RATHFR  THAN  THE  SIDF,  THE  CONNECTION.-; 
WILL  BE  MUCH  CHEAPER  TO  IMPLEMENT,  AND  THEY'LL 
BE  STRONGER  TOO! 

THP  REVISION  IS  THE  CORRECT  WAY  TO  CO.   IF  YOU 
HAVE  ANY  COMMFNTP  OR  CRITICISMS,  PLEASE  CALL. 


K.    P.    CHASE 


o 
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With  Federal  Express  ZapMailf M  you  can  show 
some  cross  the  country  precisely  what  you 

mean,moi  ars.  All  you  have  to  do  is  call 

Federal  Ex; 

When  you  courier  will 

come  to  your  te  mal  material 

(uptoir'xirofji.  d  trans- 

mit a  high-qucuu  .erto 

another  Federal  Exj     v  ;tb 

ne  restrictions  apply.  See  our  Sen  'o 


hand.  All  in  just  two  hours  from  the  time  you  call. 
(More  than  20  pages  may  take  a  little  longer.) 

ZapMail  costs  just  $35  for  the  first  5  pages, 
and  $1  for  each  additional  page.  Your  original  come 
back  to  you  the  next  business  morning  or  it  can  be 
forwarded  for  a  slight  extra  charge. 

If  you're  in  a  real  rush,  you  can  even  save  an 
hour  (and  $10)  by  dropping  off  your  ZapMail  at  a  loc 
Federal  Express  Service  Center. 


_^___ 


OR  YOU  CAN  USE 


TT 


C£/-rre.e  i*re*.r*i63i*Te 
ports  on  Titers  ftYW 


0" 


SECTION -STAIR  NO.  4 


K.F.  Chase  Associates 
Architects 

Stfl  Seventh  Street 

Santa  Monica  Ca 

90403 


For  more  information  on  ZapMail,  call  your 
:al  Federal  Express  office  or  1-800-238-5355, 
u'll  find  that  ZapMail  gives  you  a  real  choice.  You 
n  spend  lots  of  time  and  trouble  trying  to  explain 
mething  in  words. 

Or  you  can  get  your  point  across  in  no  uncertain 
rms. 


For  a  free  kit  of  ZapMail  service  materials,  send  to:  Federal  Express  | 
Corp.,  P.O.  Box  727,  Dept  X,  Memphis, TN  38101-9976.  fbios  j 

Title. 


Name 

Company 

Street.  Address — 

City 

Phone  # 

Account  # 


-State. 


.Zip- 


ZAPMAIL  FROM  FEDERAL  EXPRESS. 
HE  TWO-HOUR  DOOR-TO-DOOR  DUPLICATE. 


Hasbro  Industries,  Inc. 


has  acquired 


Milton  Bradley  Company 


and  has  changed  its  name  to 


Hasbro  Bradley,  Inc. 


The  undersigned  assisted  Hasbro  Industries,  Inc.  in  this  transaction. 


/flnanecKlne. 

%J  SpfOMJrt  m  M.tgtf  AccifSiBon  *nc  ywltvtt  S*v«c« 

1700  Market  Street.  Philadelphia.  Pennsylvania  19103    (215)  568-7991 
345  Park  Avenue  New  York,  New  York  10154  (212)  371-8800 


Both  Hasbro  Industries,  Inc.  and 
Hilton  Bradley  Company  develop, 
manufacture  and  sell  a  broad  variety 
of  toys  and  games 


The  combined  businesses  of  these  two 
companies  will  operate  under  the  name 
Hasbro  Bradley,  Inc.  and  is  the 
emerging  leader  in  the  toy  and  game 
industry 


finance.  Inc.  served  as  an  advisor  to 
Hasbro  Industries,  Inc.  in  this 
transaction  finance's  role  included 
contact  with  Milton  Bradley  Company. 
advice  on  strategy,  tactics  and 
structuring,  and  assisting  Hasbro 
Industries,  Inc.  in  negotiations  leading 
to  the  successlul  consummation  of  the 
merger  between  these  two  companies 


in  Hong  Kong.  Instead  of  being  limit- 
ed by  the  quota,  they  can  ship  all  they 
want,  since  it  will  be  considered  an 
English  product  and  not  subject  to 
quota." 

If  the  item  is  a  hot  product  in  the 
U.S.,  it  might  even  be  worthwhile  to 
send  the  goods  by  air  freight  back  to 
Hong  Kong  for  final  assembly.  But 
whichever  way  he  ships  it,  the  fact  he 
no  longer  pays  a  quota  price  makes  for 
big  savings.  "On  cotton  jackets,  with 
a  quota  price  of  $120  American  a  doz- 
en, the  manufacturer  has  a  lot  of  room 
to  play  with,"  says  the  same  official. 
"You  are  talking  about  shipping  costs 
of  maybe  $2,500  a  container,  and  each 
container  can  contain  400  or  500  doz- 
en jackets.  You  can  make  a  lot  of 
money." 

Why  the  Administration's  haste  to 
get  the  new  quota  rules  in  place? 


"A  Hong  Kong  manufactur- 
er will  send  a  three-man 
team  to  England.  They  rent 
a  warehouse  and  buy  wool. 
They  cut  in  London  and  as- 
semble in  Hong  Kong.  And 
they  ship  all  they  want, 
since  it  will  be  considered 
an  English  product  and  not 
subject  to  quota." 


Well,  the  textile  and  apparel  indus- 
tries are  largely  in  the  South,  which  is 
a  key  to  President  Reagan's  reelec- 
tion. Administration  officials  deny 
the  new  rules  have  anything  to  do 
with  politics.  They  grew  out  of  rec- 
ommendations from  a  White  House 
task  force  on  imports  that  completed 
its  work  last  year.  But  obviously  it 
wouldn't  hurt  to  have  the  regulations 
in  place  before  Election  Day. 

All  this  activity  amounts  to 
"scrambling  international  trade  with 
our  national  elections,"  says  Eugene 
Milosh,  president  of  the  American 
Association  of  Exporters  and  Import- 
ers, which  represents  1,200  compa- 
nies. "Our  fear  is  that  these  new  rules, 
coming  out  of  left  field,  are  not  under- 
stood. Yet  we  feel  they  change  the 
name  of  the  game." 

Commerce  Department  officials 
say  they  are  aware  that  circumven- 
tion of  the  new  rules  is  possible,  but 
the  overall  improvement  will 
outweigh  the  disadvantages.  Others 
in  the  government  don't  agree.  "The 
loopholes  we  have  created  are  going  to 
make  us  very  unhappy  in  two  years," 
says  one  Treasury  official.  "This 
could  eat  us  alive." 

Adam  Smith  would  have  under- 
stood perfectly.  ■ 
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Combine  metropolitan  Wash- 
ington's business  services,  labor 
force  and  governmental  buying 
power  with  cosmopolitan  Wash- 
ington's cultural  attractions,  and 
it's  no  wonder  more  and  more 
companies  locate  facilities  here. 

But  firms  like  Mobil  Oil, 
TRW  and  Sperry  discovered 
they  could  locate  minutes  away 
in  Fairfax  County,  Virginia,  and 
enjoy  Washington's  business  and 
cultural  advantages  from  a  desir- 
able suburban  setting. 

In  fact,  the  executives  of 
some  1,800  firms  have  already 
found  a  home  here  for  both  their 
companies  and  themselves.  Of 
course,  executives  aren't  the  only 


ones  who'd  appreciate  concerts 
at  Wolf  Trap,  three  professional 
sports  teams  or  exploring  the 
exhibits  of  the  Smithsonian  Insti- 
tution. Olivetti,  Scope  Inc.  and 
other  County  firms  tell  us  this 
environment  helps  attract  skilled 
personnel  up  and  down  the  cor- 
porate ladder.  While  keeping 
turnover  at  a  minimum. 

And  when  you  add  elegant 
homes,  excellent  schools  and 
some  of  Virginia's  most  beautiful 
countryside,  you'll  see  exactly 
why  1,800  companies  believe 
Fairfax  County  is  not  only  the 
best  place  in  America  to  make 
a  living.  It's  also  one  of  the  best 
places  in  America  to  live. 


FAIRFAX  COUNTY, 


Please  send  me  complete  information 
the  advantages  of  locating  my  company 
Fairfax  County. 

Name 


Title . 


Company . 
Address  _ 
City 


State/Zip . 
Phone 


Inquire  in  confidence  to:  April  Young,  Executive  Director, 

Fairfax  County  Economic  Development  Authority,  8330  Old 

Courthouse  Road,  Tysons  Comer.  Vienna.  Virginia  22180. 

Phone  (703)  7900600. 

THIS  MAYBE  THE  BEST  PUCE  IN 
AMERICA  FOR  BUSINESSTO  WORK. 
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The  world  is  a  network 
of  local  centers. 

Today,  your  international  bank  must 
have  global  connections.  Tomorrow's 
financial  interests  demand  that  versatility 

To  coordinate  individual  problems,  to 
arrange  contacts  and  to  bring  business 
people  together,  immediate  local  access 
to  a  universal  information  system  is 
essential. 

Deutsche  Bank  connects  your  busi- 
ness with  an  international  network  that 
spans  the  globe:  more  than  1,300  offices 
in  Germany  and  in  Berlin,  branches, 
subsidiaries,  representative  offices  and 
affiliations  in  54  countries,  more  than 
4,000  correspondent  banks  worldwide. 
Plus  the  strength  of  total  assets  of  more 
than  US  $  83  billion,  ranking  us  among 
the  world's  ten  largest  banks. 

Put  us  to  the  test. 


Deutsche  Bank 

Advanced  banking  for  more  than  a  century 

Central  Office.  Frankfurt  am  Mam/Dusseldorf.  Branches  abroad:  Antwerp..  Asunci6n. 
Barcelona.  Brussels.  Buenos  Aires.  Hong  Kong.  London.  Madrid,  Milan.  New  York.  Osaka. 
Paris.  Sao  Paulo.  Tokyo;  Representative  Offices  Bahrain.  Bogota.  Cairo.  Caracas,  Chicago. 
Costa  Rica.  Istanbul,  Johannesburg.  Lagos,  Los  Angeles,  Mexico,  Moscow.  Nagoya.  Nairobi. 
Peking.  Rio  de  Janeiro,  Santiago,  Sydney,  Tehran,  Tokyo,  Toronto;  Subsidiaries:  Geneva. 
Hong  Kong.  London,  Luxembourg,  Singapore,  Toronto.  Zurich 


In  the  packaging  business,  the  future  is 
supposed  to  belong  to  plastics.  Ball  Corp.  's 
Richard  Ringoen  says  the  future  is  now. 


Dream  can 


By  Jill  Bettner 


If  plastic  beer  and  soda  cans  are 
going  to  be  big,  Ball  Corp.  is  going 
to  be  in  on  the  ground  floor. 

Right  now,  aluminum  rules  the 
market — maybe  $5  billion  paid  for  60 
billion  12-ounce  cans  a  year.  But  by 
next  spring  it's  possible 
the  first  Coke  and  Sprite 
will  be  tested  in  plastic 
cans.  Beer  could  be  next. 

"The  technology  is 
there  for  plastic  cans 
that  will  hold  their 
shape  at  the  high  tem- 
peratures you  need  for 
pasteurizing,  and  a  lot  of 
people  are  working  on 
the  manufacturing.  It 
will  all  have  to  come  to- 
gether and  we'll  have  a 
piece  of  it,"  says  Richard 
Ringoen,  the  president 
and  chief  executive  of 
Ball  in  Muncie,  Ind. 

Ball  is   the   104-year- 
old    Mason     jar     com- 
pany— you  know,  moth- 
er used  them  to  can  tomatoes 
and  pickles.  Now  the  sales 
are  $1  billion,  almost  three- 
quarters  glass  and  metal  con- 
tainers, with  a  third  of  those 
Anheuser-Busch's  beer  cans. 

The  other  quarter-billion 
dollars  in  sales  comes  from 
an    aero  pace    operation    in 
Boulder,  Colo,  that  concen- 
trates   on  ;a]      -stems, 
plus  some  taking 
zinc  blanks  r 
comes  from  the  j 
ness),    and   some 
plastics  sales. 

Ball's  shares  aren't  we 
They've  been  at  36,  a  50% 
premium    to    book    value. 


That's  a  P/E  of  9,  figuring  that  the 
company  will  end  up  with  $45  mil- 
lion net,  or  $4  a  share,  for  the  year, 
against  $910  million  sales  and  $39 
million,  or  $3.47  a  share,  earned  last 
year.  There's  little  chance  for  a  take- 
over fight  to  push  the  stock;  a  full 
60%  is  in  the  hands  of  insiders,  the 


Steve  Leonard 


il  Richard  Ringoen  at  his  Muncie  guest  house 
■w  plastic  container  designs 
"Poised  and  ?■ ady  to  spring." 


Ball  family  and  employees. 

This  spring  Ball  may  have  found  a 
way  into  the  plastic  can  business 
through  a  back  door.  It  happened 
when  an  investment  group,  including 
New  Jersey's  Shamrock  Associates, 
threatened  a  bid  for  control  of  Dorsey 
Corp.  Dorsey  is  one  of  the  biggest 
makers  of  two-liter  plastic  soft  drink 
bottles.  Dorsey  Chairman  John  Pol- 
lock didn't  like  the  buyout  idea  and 
called  his  old  friend  Richard  Ringoen 
of  Ball.  Pollock  asked  Ringoen  to  play 
white  knight  and  buy  an  11%  voting 
interest  in  Dorsey  to  dilute  Sham- 
rock's holding.  Ringoen  did  so,,  ante- 
ing  up  $15  million. 

That  stake  assures  Ball  entree  into 
the  plastic  can  business  because  Pe- 
tainer  Development  Co.,  a  joint  ven- 
ture of  Dorsey,  PLM  of  Sweden  and 
Britain's  Metal  Box  Pic,  is  working  on 
the  cans  now.  If  all  goes  well,  they 
will  start  coming  off  the  assembly 
line  at  an  Atlanta  plant  early  next 
year.  Coca-Cola  has  exclusive  rights 
to  test  the  new  containers.  After  soft- 
drink  cans,  plastic  beer  cans  won't  be 
far  behind,  Ringoen  says. 

The  plastic  can  looks 
good  because  overcapa- 
city crimps  profits  of 
glass  and  metal  packag- 
ers. Ringoen  and  Ball 
have    kept    profits    up, 

Twith  a  lid  on  manufac- 
■  i  i  i  turing  costs,  by  modern- 
izing. Ball's  aerospace 
business,  including  sys- 
tems for  the  space  shut- 
tle, is  growing  nicely  at 
15%  a  year  and  cushions 
the  cyclical  downturns 
in  packaging.  Altogeth- 
er, Ringoen  has  main- 
tained a  handsome  14% 
average  return  on  equity 
for  the  past  decade. 

Surrounded  by  metal 
auto-parts  suppliers  in 
central  Indiana,  bottom  of 
the  Rust  Bowl,  Ringoen  gets 
excited  about  plastic  packag- 
ing. Over  the  past  five  years, 
he  has  invested  $21  million 
in  something  called  coex- 
truded  high-barrier  plastics. 

The  process  of  making 
these  plastics  flattens  raw 
resin  pellets  into  thin  layers 
fed  into  extruders  to  bind 
them  together.  This  isn't  for 
the  plastic  can.  These  plas- 
tics are  molded  into  packages 
for  food  and  medicines  in  the 
general  packaging  market. 
The  layers  keep  out  oxygen 
and  moisture,  giving  many 
products  a  longer  shelf  life 
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than  glass. 

Ball  has  plenty  of  competition  for 
the  business  from  other  packaging  gi- 
ants, including  Owens-Illinois.  The 
Toledo-based  manufacturer  has 
closed  several  glass  plants  in  recent 
years  to  make  room  for  more  plastics. 

But  with  developmental  orders 
from  several  potential  customers, 
Ringoen  is  putting  finishing  touches 
on  his  first  plant  for  coextruded  sheet 
in  Muncie. 

A  second  new  plastics  plant  in  Ohio 
will  produce  blow-molded,  squeez- 
able bottles.  He  is  also  in  thermal-set 
plastics  that  allow  food  to  be  cooked 
in  either  a  conventional  oven  or  a 
microwave.  And  he  can  make  thermal 
plastic  on  some  of  the  same  equip- 
ment that  rolls  out  the  high-barrier 
material.  "It's  sort  of  a  windfall  for 
us,"  he  says. 

But  Ringoen  wants  that  plastic  can. 
For  another  $7  million,  he  could  con- 
vert his  156,250  preferred  shares  of 
Dorsey  and  end  up  with  about  15%  of 
its  common.  Dorsey,  based  in  Chat- 
tanooga, Term.,  had  about  $450  mil- 
lion of  sales  last  year. 

An  agreement  between  Ball  and 
Dorsey  lets  Ringoen  boost  his  stake  to 
25%  without  board  approval.  But  an- 
other threat  from  Shamrock  could 
force  the  issue  and  prompt  Pollock  to 
phone  Ringoen  again,  this  time  about 
a  merger.  Says  Ringoen:  "It  would  be  a 
good  marriage.  They  would  fill  out 
our  container  capabilities,  and  we 
could  help  them  with  some  technolo- 
gy. They  feel  our  management  ap- 
proaches are  very  compatible,  so 
they're  comfortable  with  our  being 
major  shareholders." 

Plastic  cans  could,  of  course,  have 
problems.  First,  it's  yet  to  be  proven 
that  people  would  like  them.  Then,  at 
least  initially,  they  are  likely  to  be 
more  expensive  for  beverage  makers 
than  aluminum.  And  recycling  is  a 
problem.  An  aluminum  can  keeps 
30%  of  its  virgin  value  to  a  manufac- 
turer who  can  turn  aluminum  scrap 
into  more  cans. 

By  comparison,  the  scrap  value  of 
those  big  pop  bottles  made  of  polyeth- 
ylene terephthalate,  or  PET,  is  just 
6%  to  8%  of  the  bottles'  cost.  So  far, 
PET  scrap  has  been  found  to  have  only 
some  low-grade  uses,  such  as  ski  jack- 
et insulation. 

Ringoen,  an  engineer  who  came  up 
through  the  aerospace  division,  be- 
lieves in  plastic.  But  Ball  has  been  late 
and  not  too  successful  in  getting  into 
plastic  packaging,  which  is  why  he  is 
pushing  hard  now  for  plastic  cans. 
"We  might  have  gotten  in  a  little  ear- 
lier," he  says,  "but  now  we're  poised 
and  ready  to  spring."  ■ 
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ON  ELECTION  DAY  in  Jack  Daniels  Country 
it  doesn't  take  long  to  find  out  who  won. 

There  are  only  five  precincts  to  be  heard  from. 

So  the  results  get  tallied  pretty  quick.  And  our 

County  Judge  has  them  posted 

right  on  the  courthouse 

square.  This  November, 

there's  no  predicting  how 

our  citizens  will  be  voting. 

But,  no  matter  where  in 

America  you  live,  we  hope 

you'll  be  joining  us 

at  the  polls. 

Tennessee  Whiskey  •  90  Proof  •  Distilled  and  Bottled  by  Jack  Daniel  Distillery 

Lem  Motlow,  Prop.,  Route  1,  Lynchburg  (Pop.  361),  Tennessee  37352 

Placed  in  the  National  Register  of  Historic  Places  by  the  United  States  Government. 
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UNIX™  System  V  from  AT&T  lets 
your  company  take  advantage  of 
new  technology— without 
jeopardizing  your  investment  in 
computers  and  software^ 

It's  another  reason  why  good 
business  decisions  are  based  on 
UNIX  System  V. 

Why  are  m 
tives  making  ee 
pany's  software  and 
ucts  are  based  on  U I 
from  AT&T? 

Because  they  realize- 
important  business  decisi 
with  far-reaching  financial  a 
nological  implications. 


execu- 
com- 
prod 


And  because  UNIX  System  V 
from  AT&T  has  unique  capabilities 
that  enable  managers  to  develop 
and  implement  a  long-term  informa- 
tion plan— without  expensive,  dis- 
ruptive change. 

The  profits  of  portability 

Portability  simply  means  that  soft- 
ware written  for  UNIX  System  V 
is  not  tied  to  a  specific  piece  of  hard- 
ware. Since  your  software  invest- 
ment will  be— if  it  isn't  already- 
greater  than  your  investment  in  the 
com]  themselves,  software 

portabilit   is  of  critical  importance. 

UNIX  System  V  allows  you  to 
change  hardware  without  developing 


1 


or  buying  new  software.  Or  rewrit 
ing  existing  packages. 

Instead,  you  can  use  those  fund 
to  expand  your  software  portfolio. 
And  your  staff  can  spend  its  time  c 
more  productive  tasks  than  rewrit 
ing  the  software  you  already  have. 

Gaining  hardware  independence 

Because  UNIX  System  V  is  haj 
ware  independent,  you'll  be  free  to 
combine  equipment  from  different 
vendors.  Even  if  the  machines  are 
different  generations.  This  gives  y< 
greater  leverage  with  your  vendor 
and  increases  your  system's  potent 

And,  because  UNIX  System  V 
widely  known  and  appreciated,  it 


be  easier  to  Keep  your  data  pro- 
sing department  staffed  and  run- 
y  smoothly. 

it  based  on  UNIX  System  V?" 

UNIX  System  V  is  fully  sup- 
ted  by  AT&T,  and  backed  by  a 
Itimillion-dollar  research  and 
elopment  program  at  our  own 
1  Laboratories. 

It  is  a  stable,  fully  documented, 
y  serviced  platform— one  that  is 
e  to  stay. 

That's  why  "Is  it  based  on 
flX  System  V?"  may  be  the  most 
(ortant  question  you  can  ask 
ut  any  new  piece  of  hardware  or 
.ware. 


For  more  information,  send  for  a 
copy  of  our  free  booklet,  "Ten  Ques- 
tions You  Should  Ask  Your  MIS 
Manager  About  UNIX  System  V." 

UNIX  System  V.  From  AT&T.  f", "  " ,~  ~  T^iF^aT 

t,  J  .1       ..     .       j      j  Please  send  me  Ten  Questions  You  Should  Ask 

From  now  on,  Consider  it  Standard.  Your  MIS  Manager  About  UNIX  System  V." 

Mail  to:  AT&T,  P.O.  Box  967, 

Madison  Square  Station,  N.Y. ,  N.Y.  10159 

Name 

Title 


AT&T 


Department, 
Company__ 

Address 

City 

Phone 


.State. 


-Zip„ 


UNIX  System  Licensee  O  Yes  D  No  CJ Don't  know 


So  far  Travelers  has  been  spared  the  resent 
debacles  that  have  befallen  other  under- 
writers. But  detractors  on  Wall  Street  say 
it's  only  a  matter  of  time  before  the  sky  falls. 

The  long  tails 
at  Travelers 


By  Lisa  Gubernick 


Cigna  is  losing  money.  Aetna 
Life  &.  Casualty  got  into  trou- 
ble with  the  SEC  over  its  ac- 
counting. Isn't  it  time  for  a  bombshell 
to  land  on  Travelers  Corp.,  number 
two  of  the  three  big  stock  insurance 
companies?  Some  analysts  are  mak- 
ing a  good  case  that  it  is  Travelers' 
time  for  a  hit.  The  market,  though, 
has  not  yet  accepted  that  opinion. 
Travelers'  shares,  unlike  Cigna's  or 
Aetna's,  are  still  trading  within  2 
points  of  the  alltime  high  of  365/s. 

Compared  with  other  big  multiline 
insurance     companies,      Hartford, 
Conn. -based     Travelers     doesn't 
look  too  bad.  It  netted  $343  mil- 
lion last  year  on  a  $9.3  billion  pre- 
mium  volume.    Amid   price-cutting 
bloodbaths  on  commercial  business, 
Travelers'     property-casualty     lines, 
which  account  for  a  third  of  premi- 
ums, are  better  than  some. 

This  year  the  property-casualty  in- 
dustry will  probably  average  a  118% 
combined  ratio  (meaning  underwrit- 
ing claims  and  expenses  run  to  $1.18 
per  dollar  of  premium),  while  Travel- 
ers might  eke  out  a  116%  ratio.  And 
Travelers  hasn't  made  costly  diversi- 
fications (such  as  Geosource,  Aetna's 
disastrous  foray  into  the  oil-service 
business). 

But  there  may  be  a  few  holes  in  the 
Travelers  umbrella.  The  biggest,  po- 
tentially, has  to  do  with  asbestos. 
That  cancer-causing  substance  is  an 
underw;  itmare. 

Thousands  of  claims  are  coming  in 
now  on  i.  tor  a  pittance 

decades  ago.  It  is  what  insurers  call 
the  long  tail  of  li  he  unpre- 

dictable outlying  years  of  a  inability 
policy  can  make  loss  reserves 
inadequate. 

Other  big  insurers,  ii 


sion,  Cigna  and  American  Express' 
Fireman's  Fund,  have  owned  up  to 
past  underreserving  with  big  addi- 
tions to  reserves  in  the  past  year. 
Those  replenishments,  of  course,  pe- 
nalize earnings  severely.  So  far,  Trav- 
elers hasn't  had  to  patch  up  reserves 
in  a  big  way. 
But  Travelers  is  the  primary  under- 


writer for  Manville  Corp.,  which  put 
itself  into  bankruptcy  court  as  a  tactic 
in  asbestos  litigation.  Travelers  has 
also  written  policies  for  Pittsburgh 
Corning  and  Armstrong  World  Indus- 
tries. Its  exposure  could  run  over  $1 
billion.  While  Travelers  has  ear- 
marked some  reserves  for  asbestosis, 
it  has  left  no  leeway  for  any  unpleas- 
ant surprises. 

With  Agent  Orange  claims  also 
looming  on  Travelers'  horizon — as 
well  as  the  specter  of  dozens  of  other 

tic  substances — the  future  looks 
p  ious.  "Other  companies  have 
made    big    [earnings]    sacrifices    to 


cope,"  says  John  O'Neil,  an  analyst 
formerly  with  A.G.  Becker  Paribas.  "If 
the  industry  were  beyond  its  prob- 
lems, I  would  say  Travelers  was  the 
smartest  in  the  whole  bunch.  But  it's 
very  questionable  whether  that's  the 
case." 

O'Neil's  view,  corroborated  by  sev- 
eral other  analysts,  is  that  Travelers' 
$4.5  billion  general  liability  loss  re- 
serve is  at  least  $300  million  short. 
Even  David  Anthony,  the  Smith  Bar- 
ney, Harris  Upham  analyst  whose  re- 
port suggesting  investors  switch  from 
Cigna  into  Travelers  and  Aetna  sent 
Cigna  down  a  few  points  in  August, 
concedes,  "We  figure  there  could  be  a 
surprise  coming  from  Travelers  over 
the  next  four  quarters.  Extraordinary 
reserving." 

"We  have  substantial  reserves  up 
on  the  business  we  write.  We  think 
we  are  on  target,  and  we  really  do 
believe  what  we  have  up  is  adequate," 
says  Richard  Shima,  who  heads  Trav- 
elers' property-casualty  operation. 
"We  have  reinsurance  for  our  asbestos 
claims,"  he  adds.  For  portions  of  it, 
that  is.  He  won't  say  how  much. 

How  can  a  management  be  so  Pan- 
glossian?  One  insurance  company  ex- 
ecutive says  the  thinking  goes  like 
this:   "The  government  covered  for 
Lockheed,  Chrysler  and  Continental 
Illinois.  If  everything  goes  to  hell  on 
asbestosis,  they'll  do  it  for  us." 
Travelers  has  been  huffing  and  puff- 
ing about  going  into  diversified  fi- 
nancial services,  but  hasn't  made 
any  costly   acquisitions  yet.   It 
has,  curiously,  gone  into  banking 
in  a  way:  It  recently  provided  a  guar- 
antee that  allowed  Citibank  to  take 
some  loans  off  its  books. 

If  Travelers  isn't  selling  broad- 
based  financial  services  and  is  losing 
money  on  commercial  property-casu- 
alty lines  like  everyone  else  ($45  mil- 
lion after  taxes  in  the  first  half  of  this 
year),  where  are  its  profits  coming 
from?  Investment  income,  mainly, 
and  then  there  are  group  insurance 
and  personal  lines.  Group  policies, 
primarily  corporate  health  insurance, 
account  for  57%  of  Travelers'  premi- 
um revenues  these  days.  That  line  has 
been  helped  by  a  slowing  of  health 
care  inflation.  But  Michael  Frinquelli, 
an  insurance  analyst  at  Salomon 
Brothers,  contends  that  those  profits 
will  flatten  as  corporations  demand 
some  of  the  benefits  of  that  disinfla- 
tion via  price  concessions. 

Shareholders  should  prepare  for 
rain.  "Looking  at  the  large  insurance 
companies  is  not  a  beauty  contest," 
says  John  O'Neil.  "It's  a  relative  ugli- 
ness contest,  and,  for  now,  Travelers 
has  more  warts."  ■ 


130 


FORBES,  OCTOBER  8,  1984 

HHmmHM 


The  new  Texaco's  acquisition  of  Chevron's 

marketing  operations  in  6  countries  of 

northwest  Europe  almost  doubles  Texaco's  retail 

outlets  and  increases  Texaco's 

gasoline  market  share  there  by  almost  30%. 


Behind  the  new  Texaco  Star,  there's  a  new  Texaco. 


Profiles 


Danny  Newman  is  not  exactly  a  household  word,  unless  the 
house  is  home  to  an  opera  or  ballet  company.  Then,  Newman  is 
well  known  indeed  as  a  world-class  evangel,  a  masterful . . . 


Carny  barker  for  the  arts 
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By  Martin  Mayer 


DURING  THE  PAST  FEW  WEEKS 
most  readers  of  this  magazine 
and  many  of  their  friends  and 
neighbors  have  found  in  their  mail- 
boxes brochures  describing  in  enthu- 
siastic terms  the  delights  offered  by 
local  or  touring  opera,  theater  or  bal- 
let companies  or  symphony  orches- 
tras, and  vigorously  urging  them  to 
Subscribe  Now! 

If  the  company  is  new  or  fighting 
for  box  office,  the  brochure  may  offer 
a  sizable  discount  against  single-tick- 
et prices — one,  two  or  three  operas  or 


0  Al  Hirschfcld 

Drawing  rc|voduced  bv  special  arrangement 

with  The-  Marge)  Feiden  Galleries,  New  York 


concerts  or  plays  Free,  in  headline 
type — for  those  who  buy  for  the  whole 
season.  If  even  a  few  of  the  attractions 
have  sold  out,  the  reader  is  warned 
that,  without  a  subscription,  he  may 
miss  the  events  that  the  whole  town 
will  be  talking  about.  If  the  troupe  is 
well  established  but  not  overwhelm- 
ingly popular,  the  brochure  may 
stress  the  pleasure  of  having  the  same 
(good)  seats  every  time,  and  perhaps 
the  bonus  of  an  associated  supper  club 
where  subscribers  and  only  subscrib- 
ers can  find  a  convenient  pretheater 
dinner  with  congenial  companions. 
Maybe  free  parking,  too. 

The  sales  pitch  itself  is  usually  a 
hard  ball  (see  box,  p.  134)  thrown  over 
the  plate  with  a  zing  sometimes  dis- 
concerting to  the  more  aesthetic- 
minded  members  of  the  audience  and 
discomforting  to  the  more  aristocratic 
trustees  of  the  nonprofit  organiza- 
tions presenting  arts  entertainment  to 
the  American  public.  The  approach  is 
"muscular  and  gross,"  says  W. 
McNeil  Lowry,  who  ran  Ford  Founda- 
tion's now  shuttered  Division  of  Hu- 
manities and  the  Arts.  Lowry  never- 
theless put  the  weight  of  his  prestige 
and  grants)  behind  the  hype,  because 
it  works. 

By  now  the  knowledge  that  it  works 
has  been  imposed  on  the  conscious- 
ness of  virtually  every  performing  arts 
organization  in  the  U.S.  and  Canada — 
and  in  Australia,  New  Zealand,  Brit- 
ain, the  Netherlands  and  Israel.  The 
man  responsible  for  the  word's  get- 
ting around — surely  one  of  the  great 
evangels  of  our  time — is  a  small, 
round,  almost  bald,  tireless,  65-year- 
old  buzz  saw  from  Chicago  named 
Danny  Newman. 

The  last  time  Danny  Newman 
made  a  list  of  the  repertory  theaters 
for  which  he  had  acted  as  consultant 
on  subscriptions  was  in  the  late 
1960s,  and  the  list  had  60  names  on  it. 
There  are  few  professional  opera  com- 
panies on  this  continent  today,  and 
probably  no  professional  ballets,  that 
have  not  at  one  time  or  another  used 
Newman's  services.  Last  spring  the 
American  Symphony  Orchestra 
League  awarded  Newman  its  gold  ba- 
ton, linking  him  in  history  with  such 
other  recipients  as  Leonard  Bernstein, 
Arthur  Fiedler,  John  D.  Rockefeller  III 
and  Danny  Kaye.  In  a  recent  letter  to 
Newman,  Thomson  Smillie,  head  of 
the  Kentucky  Opera  in  Louisville, 
wrote  appreciatively  that  "you  have 
been  responsible  for  bringing  more 
people  into  the  theater  than  any  man 
in  history,  with  the  possible  excep- 
tion of  Shakespeare." 

Counting  the  groups  here  and 
abroad  that  never  employed  Newman 


but  used  the  blueprints  he  provided  in 
his  book  Subscribe  Now! — with  two 
editions  and  four  printings,  about  as 
close  as  the  arts  management  field 
comes  to  a  bestseller — Newman  has 
taught  arts  organizations  numbering 
in  the  thousands  how  to  get  the  public 
into  the  hall. 

Ford's  Lowry,  who  hired  Newman 
as  a  consultant  and  supplied  his  ser- 
vices as  a  sort  of  in-kind  grant  to  the 
nation's  performing  arts  organiza- 
tions, says  that  every  one  of  the  hun- 
dreds of  companies  Newman  visited 
under  his  aegis  greatly  increased  its 
subscription  sales.  "There  was  a 
meeting  of  the  Central  Opera  Service 
at  the  Metropolitan  Opera  a  few  years 
ago,"  Lowry  recalls  affectionately, 
"and  a  woman  from  Canada  got  up 
and  said  she  wanted  to  thank  me  for 
all  I'd  done  for  Canadian  opera.  We'd 
never  made  a  grant  there,  and  I  was 
bewildered.  'I  didn't  do  anything  in 
Canada,'  I  said.  'Oh,  yes,  you  did,'  she 
said.  'You  sent  us  Danny  Newman.'  " 

For  18  years,  since  the  publication 
of  William  Baumol  and  William 
Bowen's  brilliant  Twentieth  Century 
Fund  study,  Performing  Arts:  the  Eco- 
nomic Dilemma,  sophisticated  observ- 
ers have  seen  nothing  but  financial 
doom  ahead  for  the  nation's  sympho- 
nies, opera,  ballet  and  theater  compa- 
nies. In  an  era  of  increasing  industrial 
and  commercial  productivity,  when 
automated  machinery  multiplies  the 
output  of  a  factory  worker  and  the 
computer  helps  a  bureaucrat  shuffle 
much  greater  mounds  of  paper,  the 
arts  are  stuck  with  the  old  routines 
that  still  require  14  first  violins  in  the 
symphony,  60  chorus  members  in  the 
opera  and  15  or  so  capable  actors  and 
actresses  for  Hamlet — to  be  paid  for  by 
the  sale  of  seats  in  halls  that  cannot, 
as  a  practical  matter,  be  much  bigger 
than  they  are. 

But  these  two  decades  have  seen  a 
rich  proliferation  of  professional  per- 
formances, financed  in  part  by  in- 
creased charitable  (including  corpo- 
rate) donations,  in  part  by  govern- 
ment aid  (which  is  easy  to  exaggerate, 
with  the  federal  contribution  to  the 
receipts  of  opera  companies  last  year 
running  all  of  3%),  in  largest  part  by 
the  sale  of  tickets.  Except  that  Danny 
Newman  would  object  to  the  use  of 
the  word  "tickets."  What  has  pro- 
duced the  revenue  is  not  the  box  of- 
fice for  individual  attractions,  but  the 
subscription  for  the  season.  And 
Newman  has  proselytized  the  tactics 
(and  written  the  brochures)  that  sold 
the  subscriptions. 

This  year  Newman  celebrates  the 
50th  anniversary  of  his  career  as  a 
press  agent  and  salesman  for  theatri- 
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The  cultural  treasures  of  mankind — according  to  Danny  Newman 


Hamlet.  "Murder  will  out — and  it 
does — against  Elsinore's  dark  bat- 
tlements, whilst  the  melancholy 
Prince  broods  and  a  tale  unfolds  of 
bloody  bawdy  vengeance — of  in- 
cest, insanity,  lechery  and  treach- 
ery— the  stark  stuff  of  drama  at 
full  strength,  the  Bard's-eye  view 
of  it  all." 

Aida.  "Here  is  the  sweep  and  gran- 
deur, the  pomp  and  pageantry,  the 
thrilling  spectacle,  the  soaring  of 
mighty  orchestral  power,  the 
overwhelming  outpouring  of  me- 
lodic magnificence — as  decadent 
imperialism  enslaves  a  proud  Af- 
rican leader  and  tragically  blocks 
his  beautiful  daughter's  marriage 
to  the  Egyptian  general — against 
the      exciting      background      of 


cal  and  musical  presentations.  Actu- 
ally, it's  his  51st  year,  but  this  is  also 
the  30th  anniversary  of  the  founding 
of  the  Chicago  Lyric  Opera,  where 
Newman  is  and  always  has  been  the 
public  relations  maven.  (Newman 
really  cares  about  opera.  "When  I  hear 
a  singer  I  represent,  there  can't  be 
anything  greater,"  he  says.  "You're  in 
the  charmed  circle.")  He  thought  it 
might  be  useful  to  the  Lyric  if  the  two 
occasions  were  run  in  tandem.  Not 
that  the  opera  company  needs  such 
gimmicks  to  sell  seats.  By  July  mail- 
order subscriptions  had  taken  almost 
90%  of  the  tickets  for  the  Lyric  season 
that  opened  Sept.  21.  That's  a  success 
Newman  gracefully  credits  entirely  to 
general  manager  Ardis  Krainik  and  to 
the  quality  of  the  product.  "Eighty-six 
percent  of  our  subscribers  renew," 
Newman  says.  "The  only  people  who 
drop  out  are  those  who  drop  out  by 
decease  or  by  moving  to  Hawaii." 

Newman  began  working  in  and  for 
theaters  when  he  was  14  and  began 
getting  paid  for  it  the  next  year.  He 
was  18  when  he  got  his  first  engage- 
ment as  a  press  agent  for  a  fully  pro- 
fessional show — The  Bishop  Misbehaves, 
with  Francis  X.  Bushman — and  he 
was  on  his  way.  In  the  1940s  and  early 
1950s  he  represented  plays,  movie 
theaters,  circuses,  "a  wild  Indian  re- 
view," vaudeville  theaters  and  a  bur- 
lesque house.  The  long  list  of  those  he 
promoted  includes  Jack  Benny,  Xavier 
Cugat  (who  did  a  caricature  of  him  in 
gratitude),  Tommy  and  Jimmy  Dor- 
sey,  Milton  Berle  and  Sally  Rand. 

Returning  in  1945  from  a  two-year 


Egypt's  exotic  pagan  idol  worship. 
The  crown  jewel  of  the  Verdian 
opera  diadem." 

Carmen  "The  fiery,  free-living  gyp- 
sy girl  divines  doom's  portent  in 
the  cards.  Then,  her  moment  of 
truth — the  flashing  knife!  Set  to 
the  haunting,  sensuous  musical 
score  that  mesmerizes  audiences." 

Beethoven's  Ninth:  "A  towering 
musical  genius  celebrates  the  uni- 
versal brotherhood  of  man  through 
this  great  and  vaulting,  joyous  out- 
burst of  ecstasy." 


L'Incoronazione di Poppea  (by  Mon- 
teverdi): "An  absolute  monarch's 
prerogatives  are  given  free  rein  in 
this  masterful  musical  montage  of 
life,  love  and  hate  in  the  tempestu- 
ous time  of  Nero — and  of  Poppea, 
the  fabulous  courtesan-queen  of 
ancient  Rome." 

Baal  (by  Bertolt  Brecht):  "His 
name's  the  same  as  that  of  the  an- 
cient heathen  idol,  but  this  guy's 
real  flesh  and  blood — and  guts. 
He's  hop-head,  lush,  lecher,  kill- 
er— and  he's  the  raffish,  roistering, 
rooster-protagonist  of  this  sensa- 
tional, seminal  play  that  set  the 
stage  for  all  the  bitter,  bawdy, 
mocking,  shocking,  jeering,  jarring 
Brechtian  epic  theatre  spectacles 
that  followed." 


Leontyne  Price,  Cornell  MacNeil  in  Aida 
Pomp!  Pageantry!  Decadence! 

stint  as  a  rifleman  in  the  U.S.  Army  in 
Europe,  he  signed  with  the  revived 
Chicago  Opera  as  "the  union  press 
agent"  (the  term  betokens  acceptance 
by  his  peers,  something  Newman  still 
worries  about  because  he  never  went 
to  college).  A  year  later  the  company 
went  broke.  "I  was  on  the  ship  that 
went  down,"  he  says  "It  was  the 
sixth  opera  company  that  had  failed  in 
Chicago  since  1910.  I  learned  a  tre- 
mendous lesson.  No  Chicago  opera 
company  had  ever  had  a  subscription. 
Their  idea  of  a  subscription  had  been 
to  sell  a  box  to  a  rich  board  member.  I 
vowed  that  if  I  ever  was  associated 
with  such  an  organization  again,  it 
would  sell  subscriptions."  When  New 
York's  Metropolitan  Opera  came  to 
Chicago  on  tour  between  1947  and 
1954,  Newman  was  the  local  press 
agent.  He  also  represented  the  city's 
leading  concert  impresario,  Harry 
Zelzer,  who  offered  a  series  of  recitals 


every  year. 

Meanwhile,  Newman  bought  and 
operated  a  downtown  Chicago  movie 
house  he  kept  open  almost  24  hours  a 
day — "we  closed  for  45  minutes  to 
mop  it  out."  As  press  agent  for  other 
people's  theaters  he  handled  the  pub- 
licity and  advertising  for,  he  says, 
8,890  motion  pictures.  He  manufac- 
tured some  of  the  publicity  for  his 
clients  himself,  producing  a  daily 
lunchtime  radio  show  called  Famous 
Names,  "granddaddy  of  the  celebrity 
interview  shows,"  from  the  Mayfair 
Room  of  the  Blackstone  Hotel.  The 
interviewer  was  a  young  radio  an- 
nouncer named  Myron,  later  "Mike," 
Wallace. 

In  1954,  when  Carol  Fox  and  Larry 
Kelly,  then  28  and  24,  gambled  their 
and  their  friends'  inheritances  on  a 
new  opera  company  for  Chicago,  they 
inevitably  went  to  Newman.  "They 
wanted  me  to  handle  press  and  assist 
in  fundraising,"  he  says,  "and  they 
offered  me  a  full-time  position  at  a 
princely  salary.  I  explained  I  was  hon- 
ored— and  anybody  who's  going  to 
start  an  opera  company,  I've  got  to  be 
with — but  I  am  a  man  of  multiple 
activities.  I  will  have  to  make  the 
judgment  of  how  much  of  my  time 
will  meet  your  needs." 

While  pushing  the  new  Lyric  to 
prominence  and  establishing  its  sub- 
scription series  for  1955,  Newman 
also  organized  a  company  to  fill  Chi- 
cago's Studebaker  Theatre  and  put  it 
on  the  map  and  in  the  black.  Ford's 
Lowry  considers  the  Studebaker  job 
Newman's  most  astonishing  accom- 
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Most  companies 
are  seriously  divided. 


"Our  DP  system  does  fine  with 

figures.  But  when  my  staff  needs 

letters  and  electronic  mail,  you're 

still  talking  typewriters  and  the 

postage  meter!" 


■  ■ 


\ 
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solution  for  both  sides  of y 


They're  all  fully  compatible.  A 
program  written  for  one  HP  3000 
will  run  on  any  of  the  others.  With- 
out any  software  conversion  at  all. 
And  when  you  upgrade  to  a  dif- 
ferent member  of  the  family,  your 

people  won't 
have  anything 
new  to  learn. 
Our  sys- 
tems provide 
up-to-the- 
minute  infor- 
mation from 
HP's  award- 
winning  data 
base  management  system.  Do 
accounting  jobs.  Inventory  control. 
And  hundreds  of  other  applica- 
tions available  in  off-the-shelf  soft- 
ware packages. 

The  HP  3000  is  also  designed 
to  shrink  the  time  it  takes  to  devel- 
op your  own  programs.  Many 
companies  find  they're  up  and 
running  with  new  software  as 
much  as  five  times  faster  than 
other  systems. 


The  power 
of  communication. 

These  days,  efficient  networking  is 
as  important  as  the  telephone. 
With  HP  AdvanceNet,  you  have  a 
wide  range  of  choices  for  local  and 
remote  communications.  You  can 
communicate  system  to  system, 
system  to  mainframe,  and  system 
to  workstation. 

HP  AdvanceNet  is  based  on 
industry-standard  networks, 
which  already  join  more  than 
10,000  HP  systems  worldwide  in 
both  HP  and  HP-to-IBM  networks. 
The  strength  of  our  offering  is  one 
reason  that  HP 
communications 
were  rated  #1  in  a 
nationwide  poll. 

A  Datapro  sur- 
vey also  ranked  us 
ttl  in  service.  So 
you  can  be  sure 
that  both  sides  of 
your  office  will  be 
in  good  hands  — 
especially  since 


The  cultural  treasures  of  mankind— according  to  Danny  Newman 


Hamlet:  "Murder  will  out — and  it 
does — against  Elsinore's  dark  bat- 
tlements, whilst  the  melancholy 
Frince  broods  and  a  tale  unfolds  of 
bloody  bawdy  vengeance — of  in- 
cest, insanity,  lechery  and  treach- 
ery— the  stark  stuff  of  drama  at 
full  strength,  the  Bard's-eye  view 
of  it  all." 

Aula:  "Here  is  the  sweep  and  gran- 
deur, the  pomp  and  pageantry,  the 
thrilling  spectacle,  the  soaring  of 
mighty  orchestral  power,  the 
overwhelming  outpouring  of  me- 
lodic magnificence — as  decadent 
imperialism  enslaves  a  proud  Af- 
rican leader  and  tragically  blocks 
his  beautiful  daughter's  marriage 
to  the  Egyptian  general — against 
the      exciting      background      of 


cal  and  musical  presentations.  Actu- 
ally, it's  his  51st  year,  but  this  is  also 
the  30th  anniversary  of  the  founding 
of  the  Chicago  Lyric  Opera,  where 
Newman  is  and  always  has  been  the 
public  relations  maven.  (Newman 
really  cares  about  opera.  "When  I  hear 
a  singer  I  represent,  there  can't  be 
anything  greater,"  he  says.  "You're  in 
the  charmed  circle.")  He  thought  it 
might  be  useful  to  the  Lyric  if  the  two 
occasions  were  run  in  tandem.  Not 
that  the  opera  company  needs  such 
gimmicks  to  sell  seats.  By  July  mail- 
order subscriptions  had  taken  almost 
90%  of  the  tickets  for  the  Lyric  season 
that  opened  Sept.  21.  That's  a  success 
Newman  gracefully  credits  entirely  to 
general  manager  Ardis  Krainik  and  to 
the  quality  of  the  product.  "Eighty-six 
percent  of  our  subscribers  renew," 
Newman  says.  "The  only  people  who 
drop  out  are  those  who  drop  out  by 
decease  or  by  moving  to  Hawaii." 

Newman  began  working  in  and  for 
theaters  when  he  was  14  and  began 
getting  paid  for  it  the  next  year.  He 
was  18  when  he  got  his  first  engage- 
ment as  a  press  agent  for  a  fully  pro- 
fessional show — The  Bishop  Misbehaves, 
with  Francis  X.  Bushman — and  he 
was  on  his  way.  In  the  1940s  and  early 
1950s  he  represented  plays,  movie 
theaters,  circuses,  "a  wild  Indian  re- 
view," vaudeville  theaters  and  a  bur- 
lesque house.  The  long  list  of  those  he 
promoted  includes  Jack  Benny,  Xavier 
Cugat  (who  did  a  caricature  of  him  in 
gratitude),  Tommy  and  Jimmy  Dor- 
sey,  Milton  Berle  and  Sally  Rand. 

Returning  in  1945  from  a  two-year 


Egypt's  exotic  pagan  idol  worship. 
The  crown  jewel  of  the  Verdian 
opera  diadem." 

Carmen:  "The  fiery,  free-living  gyp- 
sy girl  divines  doom's  portent  in 
the  cards.  Then,  her  moment  of 
truth — the  flashing  knife!  Set  to 
the  haunting,  sensuous  musical 
score  that  mesmerizes  audiences." 

Beethoven's  Ninth:  "A  towering 
musical  genius  celebrates  the  uni- 
versal brotherhood  of  man  through 
this  great  and  vaulting,  joyous  out- 
burst of  ecstasy." 


L'Incoronazione di Poppea  (by  Mon- 
teverdi): "An  absolute  monarch's 
prerogatives  are  given  free  rein  in 
this  masterful  musical  montage  of 
life,  love  and  hate  in  the  tempestu- 
ous time  of  Nero — and  of  Poppea, 
the  fabulous  courtesan-queen  of 
ancient  Rome." 

Baal  (by  Bertolt  Brecht):  "His 
name's  the  same  as  that  of  the  an- 
cient heathen  idol,  but  this  guy's 
real  flesh  and  blood — and  guts. 
He's  hop-head,  lush,  lecher,  kill- 
er— and  he's  the  raffish,  roistering, 
rooster-protagonist  of  this  sensa- 
tional, seminal  play  that  set  the 
stage  for  all  the  bitter,  bawdy, 
mocking,  shocking,  jeering,  jarring 
Brechtian  epic  theatre  spectacles 
that  followed." 


Leontyne  Price,  Cornell  MacNeil  in  Aida 
Pomp!  Pageantry!  Decadence! 

stint  as  a  rifleman  in  the  U.S.  Army  in 
Europe,  he  signed  with  the  revived 
Chicago  Opera  as  "the  union  press 
agent"  (the  term  betokens  acceptance 
by  his  peers,  something  Newman  still 
worries  about  because  he  never  went 
to  college).  A  year  later  the  company 
went  broke.  "I  was  on  the  ship  that 
went  down,"  he  says.  "It  was  the 
sixth  opera  company  that  had  failed  in 
Chicago  since  1910.  I  learned  a  tre- 
mendous lesson.  No  Chicago  opera 
company  had  ever  had  a  subscription. 
Their  idea  of  a  subscription  had  been 
to  sell  a  box  to  a  rich  board  member.  1 
vowed  that  if  I  ever  was  associated 
with  such  an  organization  again,  it 
would  sell  subscriptions."  When  New 
York's  Metropolitan  Opera  came  to 
Chicago  on  tour  between  1947  and 
1954,  Newman  was  the  local  press 
agent.  He  also  represented  the  city's 
leading  concert  impresario,  Harry 
Zelzer,  who  offered  a  series  of  recitals 


every  year. 

Meanwhile,  Newman  bought  and 
operated  a  downtown  Chicago  movie 
house  he  kept  open  almost  24  hours  a 
day — "we  closed  for  45  minutes  to 
mop  it  out."  As  press  agent  for  other 
people's  theaters  he  handled  the  pub- 
licity and  advertising  for,  he  says, 
8,890  motion  pictures.  He  manufac- 
tured some  of  the  publicity  for  his 
clients  himself,  producing  a  daily 
lunchtime  radio  show  called  Famous 
Names,  "granddaddy  of  the  celebrity 
interview  shows,"  from  the  Mayfair 
Room  of  the  Blackstone  Hotel.  The 
interviewer  was  a  young  radio  an- 
nouncer named  Myron,  later  "Mike," 
Wallace. 

In  1954,  when  Carol  Fox  and  Larry 
Kelly,  then  28  and  24,  gambled  their 
and  their  friends'  inheritances  on  a 
new  opera  company  for  Chicago,  they 
inevitably  went  to  Newman.  "They 
wanted  me  to  handle  press  and  assist 
in  fundraising,"  he  says,  "and  they 
offered  me  a  full-time  position  at  a 
princely  salary.  I  explained  I  was  hon- 
ored— and  anybody  who's  going  to 
start  an  opera  company,  I've  got  to  be 
with — but  I  am  a  man  of  multiple 
activities.  I  will  have  to  make  the 
judgment  of  how  much  of  my  time 
will  meet  your  needs." 

While  pushing  the  new  Lyric  to 
prominence  and  establishing  its  sub- 
scription series  for  1955,  Newman 
also  organized  a  company  to  fill  Chi- 
cago's Studebaker  Theatre  and  put  it 
on  the  map  and  in  the  black.  Ford's 
Lowry  considers  the  Studebaker  job 
Newman's  most  astonishing  accom- 
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Hewlett-Pay 


Why  buy  two  com- 
puters when  you  can 
get  the  office  automa-  g 
tion  and  distributed 
data  processing  you 
need  from  one  HP 
3000  system? 

In  fact,  one  system 
is  better  than  two. 
Because  there  are  plenty  of  office 
jobs  that  require  up-to-the-minute 
information  from  a  common  data 
base.  While,  on  the  other  side  of 
the  picture,  your  data  processing 
people  often  need  the  word  proc- 
essing, electronic  mail  and  busi- 
ness graphics  capabilities  of  an    p 
office  system.  s 

The  one  system  that         a 

does  it  all. 

The  HP  3000  computer  holds  the 
key  to  both  sides  of  your  business. 
In  the  office,  it's  the  heart  of  the 
Personal  Productivity  Center. 
Here,  a  variety  of  workstations, 
peripherals  and  personal  comput- 
ers work  together.  These  include 
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ckard  delivers  the  single 


our  Touchscreen 
Personal  Comput- 
ers and  The  Port- 
able, as  well  as 
IBM  PCs. 

Linked  in  an  of- 
fice network,  your 
people  can  increase 
their  productivity 
by  expanding  the  power  of  their 
individual  personal  computers, 
using  system 
software,  elec- 
tronic  mail 
and  filing, 
and  our  exten- 
sive business 
graphics.  They 
have  access  to  much  larger  disc 
memories.  And,  they'll  share  pe- 
ripherals like  laser  printers  and 
graphic  plotters. This  gives  them 
the  tools  they  need  to  work  more 
effectively.  Without  running  up  the 
office  overhead. 

The  HP  3000  family  is  totally 
compatible  right  up  the  line. The 
smallest  system  will  handle  as  few 


as  two  users. The  largest  up  to  400. 
So  you  can  expand  your  Personal 
Productivity  Centers  as  you  grow, 
without  changing  systems  or  soft- 
ware. Since  you  can  also  link  them 
together,  and  to  your  mainframe, 
your  opportunities  for  growth  are 

I  virtually  limitless. 
And  these  systems  are  simple  to 
use.  Word  processing,  text  editing, 
report  and  memo  writing  are  all  as 
easy  as  using  a  typewriter.  (Or  eas- 
ier, because  our  computer  software 
guides  you  through  each  job.) 

The  need  for 

distributed  data. 

Your  mainframes  simply  weren't 
designed  for  the  interaction  needed 
in  today's  offices.  So  DDP  was  born. 

As  one  of  the 
pioneers  in  this 
field,  we  now 
have  more  than 
15,000  HP  3000 
systems  at  com- 
panies around 
the  world. 


solution  for  both  sides  of  y 


They're  all  fully  compatible.  A 
program  written  for  one  HP  3000 
will  run  on  any  of  the  others.  With- 
out any  software  conversion  at  all. 
And  when  you  upgrade  to  a  dif- 
ferent member  of  the  family,  your 

people  won't 
have  anything 
new  to  learn. 
Our  sys- 
tems provide 
up-to-the- 
minute  infor- 
mation from 
HP's  award- 
winning  data 
base  management  system.  Do 
accounting  jobs.  Inventory  control. 
And  hundreds  of  other  applica- 
tions available  in  off-the-shelf  soft- 
ware packages. 

The  HP  3000  is  also  designed 
to  shrink  the  time  it  takes  to  devel- 
op your  own  programs.  Many 
companies  find  they're  up  and 
running  with  new  software  as 
much  as  five  times  faster  than 
other  systems. 


The  power 
of  communication. 

These  days,  efficient  networking  is 
as  important  as  the  telephone. 
With  HP  AdvanceNet,  you  have  a 
wide  range  of  choices  for  local  and 
remote  communications.  You  can 
communicate  system  to  system, 
system  to  mainframe,  and  system 
to  workstation. 

HP  AdvanceNet  is  based  on 
industry-standard  networks, 
which  already  join  more  than 
10,000  HP  systems  worldwide  in 
both  HP  and  HP-to-IBM  networks. 
The  strength  of  our  offering  is  one 
reason  that  HP 
communications 
were  rated  #1  in  a 
nationwide  poll. 

A  Datapro  sur- 
vey also  ranked  us 
#1  in  service.  So 
you  can  be  sure 
that  both  sides  of 
your  office  will  be 
in  good  hands  — 
especially  since 


our  company 


they'll  be  us- 
ing the  same 
system. 


Unity  in  the  office 

begins  with  HP. 

If  you  want  to  unify  your  com- 
pany, contact  your  local  HP  sales 
office  listed  in  the  white  pages. 
Ask  for  an  HP  3000  demonstra- 
tion. Or  write  for  more  informa- 
tion to  Susan  Curtis,  Hewlett- 
Packard,  Dept.  031202,  19055 
Pruneridge  Ave.,Bldg.  46T,  Cuper- 
tino, CA  95014.  In  Europe,  write 
Michael  Zandwijken,  Hewlett- 
Packard,  Dept.  031202,  P.O.  Box 
529,  1180  AM  Amstelveen,  The 
Netherlands. 


Productivity.  Not  promises. 

HEWLETT 
PACKARD 
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plishment:  "He  sold  17,000  subscrip- 
tions for  a  company  that  didn't  even 
exist  yet."  And  in  1957  Newman  also 
pitched  in  for  John  Reich,  the  Vien- 
nese stage  director  who  gave  up 
Broadway  and  Hollywood  that  year  to 
take  over  the  Goodman  Theater  in 
Chicago's  Art  Institute — then  the 
showcase  for  the  students  of  a  drama 
school — and  make  it  into  a  profes- 
sional repertory  company.  Reich, 
troubled  that  the  addition  of  stars  had 
not  improved  the  box  office,  put  New- 
man on  his  staff,  with  the  result  that 
his  subscription  sales  rose  from  1,800 
to  18,000  in  about  a  decade. 

Lowry,  a  former  professor  of  En- 
glish, with  an  unperformed  play  in  a 
desk  drawer,  was  especially  eager  to 
have  the  Ford  Foundation  promote 
"resident  professional  theaters" 
around  the  U.S.  In  1961  he  funded  a 
meeting  of  the  leaders  of  the  six  such 
institutions  then  existing.  Reich  sent 
Newman.  Except  for  the  Goodman, 
none  of  the  companies  represented 
had  more  than  1,500  subscribers.  "It 
was  a  very  exciting  meeting,"  New- 
man recalls.  "They  said,  'Subscription 
is  fine.  That  7%,  8%,  10%  of  the  seats 
is  a  fine  nest  egg.  But  the  real  audi- 
ence comes  from  the  general  public'  I 
said,  'What  general  public?  Why  are 
you  playing  to  30%  capacity?  Start 
with  the  general  frame  that  there  is  no 
single-ticket  sale — every  ticket  you 
don't  sell  by  subscription  you're  going 
to  eat.' 

"When  I  got  home  I  had  a  letter 
from  Lowry — would  you  go  to  Hous- 
ton and  talk  to  Nina  Vance  and  some 
other  people  and  give  me  your  opinion 
of  whether  she  can  make  a  profession- 
al theater  that  can  survive  in  Hous- 
ton? I  went  down  to  that  little  lamp 
factory  they  had.  I  went  beyond  my 
instructions  immediately  and  started 
a  subscription  drive,  had  Nina  gather 
her  board  people  and  staff  in  her  living 
room.  They  all  sat  on  the  floor,  and  I 
exhorted  them,  and  they  sold  so  many 
subscriptions  it  started  the  whole 
thing  off." 

Crusaders  come  cheap:  Lowry  was 
able  to  hire  Newman  for  $75  a  day 
plus  expenses,  for  up  to  150  days  a 
year  (the  fee  rose  somewhat  in  later 
years).  Within  a  decade  the  6  major 
residential  theaters  had  grown  to  24. 
In  the  1970s  the  number  of  theaters 
Newman  helped  rose  to  168,  many  of 
them  quite  small. 

Newman's  ways  are  not  for  every- 
one. New  York's  Metropolitan  Opera 
deliberately  withholds  from  its  sub- 
scription series  about  a  hundred  good 
seats  every  night,  to  make  sure  that 
tickets  will  be  available  for  large  con- 
tributors to  the  Met's  fund  drives. 


Newman  thinks  this  is  crazy,  unnec- 
essarily reducing  the  Met's  sales,  and 
misstating  the  relationship  of  contri- 
bution and  subscription.  In  New- 
man's analysis,  it's  the  subscriber 
who  is  the  most  likely  contributor. 
Most  arts  companies  agree.  Market- 
ing director  Joe  Kobyner  of  San  Die- 
go's Old  Globe  Theatre,  where  New- 
man built  subscription  sales  from 
2,200  ten  years  ago  to  43,000  today, 
reports  that  "our  last  mailing  brought 
in  a  million  dollars  in  sales — and 
60,000  contributed  at  no  cost,  just  a 
line  added  to  the  invoice,  as  Danny 
recommended."  On  the  other  hand, 
the  Met  raises  five  times  as  much 
money  in  contributions  as  the  Lyric 
does,  and  New  York  City  is  not  five 
times  as  big  as  Chicago. 
Others  argue  that  Newman  spends 


Performing  arts  consultant  Newman 
"Blood!  Audience!  What  else?" 

too  much  money  on  too  many  mail- 
ings that  yield  a  low  rate  of  return.  In 
fact,  Newman  begins  with  highly  se- 
lective lists — he  gets  all  the  arts  orga- 
nizations in  town  to  share,  for  start- 
ers— and  has  developed  great  exper- 
tise in  the  likely  returns  from  lawyers 
and  doctors  (good),  as  against  dentists 
and  accountants  (less  good),  Jews 
(best),  as  against  communicants  of 
other  religions.  Newman  exhausts  se- 
lective lists — and  mines  some  special 
veins,  such  as  the  sale  of  block  sub- 
scriptions to  businesses,  to  use  as 
they  do  their  boxes  at  sports  arenas, 
for  entertaining  visitors  and  boosting 
employee  morale 

But  if  seats  remain,  Newman  will 
scatter  brochures  from  airplanes. 
"What  difference  does  it  really 
make,"  he  demands  in  his  book,  "if  a 
$40  subscription  on  the  higher  selec- 
tivity level  costs  us  $6  to  sell  and  on 
the  lower  level  costs  $16  to  sell,  if 
otherwise  we  are  going  to  be  stuck 
with  thousands  of  $40  subscriptions 
when  we  don't  sell  enough  of  them 
and  single  sales  do  not  develop?" 
There  can  be  a  problem,  however,  if 
the  sales  pitch  stresses,  as  mass  mail- 
ing often  must,  the  discount  earned 


by  the  subscription  buyer:  Five  sales 
at  $40  are  a  better  business  than  six 
sales  at  $30. 

The  broader  the  market  solicited,  of 
course,  the  more  carnival  the  ap- 
proach. Though  Newman  is  armored 
by  a  book  of  tributes  to  his  triumphs 
that  runs  150  pages  of  pure  acclaim, 
he  is  still  tender  to  accusations  of 
vulgarity:  "People  say,  'The  promo- 
tion of  an  art  must  be  consonant  with 
the  art.  It  must  reflect  what  we  do  on 
the  stage.'  It's  very  beguiling.  Some- 
times I  am  almost  persuaded  myself. 
Then  I  think,  'This  is  utter  nonsense. 
All  we  want  to  be  is  successful.'  The 
most  refined  promotions,  the  most 
beautiful,  usually  get  the  poorest  re- 
sults, and  they  can  be  very  expensive. 
Almost  in  direct  ratio  to  how  much 
the  brochure  costs  is  how  little  busi- 
ness you  do. 

"The  younger  the  organization,  the 
noisier  the  brochure  has  to  be.  Once 
they  have  an  audience,  my  brochures 
become  quieter,  more  acceptable  to 
the  artists  and  to  the  board  members 
with  the  lorgnettes.  It  never  works  as 
well,  but  they're  happier."  One 
should  also  note  that  Newman's  vul- 
garities are  fun — the  more  you  know 
of  the  pieces,  the  more  fun  they  are — 
and  that  a  high  proportion  of  those 
seduced  to  his  theaters  and  opera 
houses  enjoy  themselves  and  come 
back  for  more. 

The  Ford  Foundation  no  longer  has 
a  Humanities  and  Arts  Division. 
Though  Newman  still  whirls  like  a 
dervish  through  Canada  for  40  days 
every  year  under  the  auspices  of  the 
Canada  Council  (the  Vancouver  Sym- 
phony, where  he  helped  build  sub-  v. 
scriptions  from  3,000  to  35,000,  grate-  i 

fully  commissioned  a  composition  in 
his  honor),  he  follows  a  more  relaxed 
schedule  in  the  U.S.,  working  with  a 
handful  of  companies — the  Old  Globe 
in  San  Diego,  the  Dallas  Symphony — 
and  doing  special  assignments,  such 
as  a  two-year  audience-building  proj- 
ect just  completed  for  the  New  York 
Philharmonic.  Elsewhere  outside 
Chicago,  mostly  he  lectures,  to  arts 
councils  or  local  consortiums  of  arts 
organizations  or  at  universities. 

The  effect  sought  remains  the 
same.  "I  send  them  away,"  Newman 
says,  "hopefully,  inspired.  Really  be- 
lieving .  .  .  and  with  tools.  I  try  to 
make  staff  people  and  board  members 
really  feel  like  lions.  As  soon  as  they 
taste  blood,  they  can  go  from  there, 
without  me."  He  pauses,  and  thinks, 
and  the  blue-gray  eyes  gleam  behind 
the  steel-rimmed  glasses.  "Blood!" 
says  Danny  Newman.  "Audience!" 
says  Danny  Newman.  "What  else  is 
there?"  ■ 
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ickard  delivers  the  single 


our  Touchscreen 
Personal  Comput- 
ers and  The  Port- 
able, as  well  as 
IBM  PCs. 

Linked  in  an  of- 
fice network,  your 
people  can  increase 
their  productivity 
by  expanding  the  power  of  their 
individual  personal  computers, 
using  system 
software,  elec- 
tronic mail 
and  filing, 
and  our  exten- 
sive business 
graphics.  They 


have  access  to  much  larger  disc 
memories.  And,  they'll  share  pe- 
ripherals like  laser  printers  and 
graphic  plotters. This  gives  them 
the  tools  they  need  to  work  more 
effectively.  Without  running  up  the 
office  overhead. 

The  HP  3000  family  is  totally 
compatible  right  up  the  line. The 
smallest  system  will  handle  as  few 


as  two  users.  The  largest  up  to  400. 
So  you  can  expand  your  Personal 
Productivity  Centers  as  you  grow, 
without  changing  systems  or  soft- 
ware. Since  you  can  also  link  them 
together,  and  to  your  mainframe, 
your  opportunities  for  growth  are 
virtually  limitless. 

And  these  systems  are  simple  to 
use.  Word  processing,  text  editing, 
report  and  memo  writing  are  all  as 
easy  as  using  a  typewriter.  (Or  eas- 
ier, because  our  computer  software 
guides  you  through  each  job.) 

The  need  for 

distributed  data. 

Your  mainframes  simply  weren't 
designed  for  the  interaction  needed 
in  today's  offices.  So  DDP  was  born. 

As  one  of  the 
pioneers  in  this 
field,  we  now 
have  more  than 
|  15,000  HP  3000 
:  systems  at  com- 
panies around 
the  world. 
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"In  our  company,  office  systems 
are  geared  to  word  processing  and 
personal  computers.  Mention 
data  processing  and  the  screen 
goes  olank!" 


Unity  in  the  office 
begins  with  HP 


Productivity.  Not  promises. 
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plishment:  "He  sold  17,000  subscrip- 
tions for  a  company  that  didn't  even 
exist  yet."  And  in  1957  Newman  also 
pitched  in  for  John  Reich,  the  Vien- 
nese stage  director  who  gave  up 
Broadway  and  Hollywood  that  year  to 
take  over  the  Goodman  Theater  in 
Chicago's  Art  Institute — then  the 
showcase  for  the  students  of  a  drama 
school — and  make  it  into  a  profes- 
sional repertory  company.  Reich, 
troubled  that  the  addition  of  stars  had 
not  improved  the  box  office,  put  New- 
man on  his  staff,  with  the  result  that 
his  subscription  sales  rose  from  1,800 
to  18,000  in  about  a  decade. 

Lowry,  a  former  professor  of  En- 
glish, with  an  unperformed  play  in  a 
desk  drawer,  was  especially  eager  to 
have  the  Ford  Foundation  promote 
"resident  professional  theaters" 
around  the  U.S.  In  1961  he  funded  a 
meeting  of  the  leaders  of  the  six  such 
institutions  then  existing.  Reich  sent 
Newman.  Except  for  the  Goodman, 
none  of  the  companies  represented 
had  more  than  1,500  subscribers.  "It 
was  a  very  exciting  meeting,"  New- 
man recalls.  "They  said,  'Subscription 
is  fine.  That  7%,  8%,  10%  of  the  seats 
is  a  fine  nest  egg.  But  the  real  audi- 
ence comes  from  the  general  public'  I 
said,  'What  general  public?  Why  are 
you  playing  to  30%  capacity?  Start 
with  the  general  frame  that  there  is  no 
single-ticket  sale — every  ticket  you 
don't  sell  by  subscription  you're  going 
to  eat.' 

"When  I  got  home  I  had  a  letter 
from  Lowry — would  you  go  to  Hous- 
ton and  talk  to  Nina  Vance  and  some 
other  people  and  give  me  your  opinion 
of  whether  she  can  make  a  profession- 
al theater  that  can  survive  in  Hous- 
ton? I  went  down  to  that  little  lamp 
factory  they  had.  I  went  beyond  my 
instructions  immediately  and  started 
a  subscription  drive,  had  Nina  gather 
her  board  people  and  staff  in  her  living 
room.  They  all  sat  on  the  floor,  and  I 
exhorted  them,  and  they  sold  so  many 
subscriptions  it  started  the  whole 
thing  off." 

Crusaders  come  cheap:  Lowry  was 
able  to  hire  Newman  for  $75  a  day 
plus  expenses,  for  up  to  150  days  a 
year  (the  fee  rose  somewhat  in  later 
years).  Within  a  decade  the  6  major 
residential  theaters  had  grown  to  24. 
In  the  1970s  the  number  of  theaters 
Newman  helped  rose  to  168,  many  of 
them  quite  small. 

Newman's  ways  are  not  for  every- 
one. New  York's  Metropolitan  Opera 
deliberately  withholds  from  its  sub- 
scription series  about  a  hundred  good 
seats  every  night,  to  make  sure  that 
tickets  will  be  available  for  large  con- 
tributors  to   the   Met's   fund  drives. 


Newman  thinks  this  is  crazy,  unnec- 
essarily reducing  the  Met's  sales,  and 
misstating  the  relationship  of  contri- 
bution and  subscription.  In  New- 
man's analysis,  it's  the  subscriber 
who  is  the  most  likely  contributor. 
Most  arts  companies  agree.  Market- 
ing director  Joe  Kobyner  of  San  Die- 
go's Old  Globe  Theatre,  where  New- 
man built  subscription  sales  from 
2,200  ten  years  ago  to  43,000  today, 
reports  that  "our  last  mailing  brought 
in  a  million  dollars  in  sales — and 
60,000  contributed  at  no  cost,  just  a 
line  added  to  the  invoice,  as  Danny 
recommended."  On  the  other  hand, 
the  Met  raises  five  times  as  much 
money  in  contributions  as  the  Lyric 
does,  and  New  York  City  is  not  five 
times  as  big  as  Chicago. 
Others  argue  that  Newman  spends 
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too  much  money  on  too  many  mail- 
ings that  yield  a  low  rate  of  return.  In 
fact,  Newman  begins  with  highly  se- 
lective lists — he  gets  all  the  arts  orga- 
nizations in  town  to  share,  for  start- 
ers— and  has  developed  great  exper- 
tise in  the  likely  returns  from  lawyers 
and  doctors  (good),  as  against  dentists 
and  accountants  (less  good),  Jews 
(best),  as  against  communicants  of 
other  religions.  Newman  exhausts  se- 
lective lists — and  mines  some  special 
veins,  such  as  the  sale  of  block  sub- 
scriptions to  businesses,  to  use  as 
they  do  their  boxes  at  sports  arenas, 
for  entertaining  visitors  and  boosting 
employee  morale 

But  if  seats  remain,  Newman  will 
scatter  brochures  from  airplanes. 
"What  difference  does  it  really 
make,"  he  demands  in  his  book,  "if  a 
$40  subscription  on  the  higher  selec- 
tivity level  costs  us  $6  to  sell  and  on 
the  lower  level  costs  $16  to  sell,  if 
otherwise  we  are  going  to  be  stuck 
with  thousands  of  $40  subscriptions 
when  we  don't  sell  enough  of  them 
and  single  sales  do  not  develop?" 
There  can  be  a  problem,  however,  if 
the  sales  pitch  stresses,  as  mass  mail- 
ing often  must,  the  discount  earned 


by  the  subscription  buyer:  Five  sales 
at  $40  are  a  better  business  than  six 
sales  at  $30. 

The  broader  the  market  solicited,  of 
course,  the  more  carnival  the  ap- 
proach. Though  Newman  is  armored 
by  a  book  of  tributes  to  his  triumphs 
that  runs  150  pages  of  pure  acclaim, 
he  is  still  tender  to  accusations  of 
vulgarity:  "People  say,  'The  promo- 
tion of  an  art  must  be  consonant  with 
the  art.  It  must  reflect  what  we  do  on 
the  stage.'  It's  very  beguiling.  Some- 
times I  am  almost  persuaded  myself. 
Then  I  think,  'This  is  utter  nonsense. 
All  we  want  to  be  is  successful.'  The 
most  refined  promotions,  the  most 
beautiful,  usually  get  the  poorest  re- 
sults, and  they  can  be  very  expensive. 
Almost  in  direct  ratio  to  how  much 
the  brochure  costs  is  how  little  busi- 
ness you  do. 

"The  younger  the  organization,  the 
noisier  the  brochure  has  to  be.  Once 
they  have  an  audience,  my  brochures 
become  quieter,  more  acceptable  to 
the  artists  and  to  the  board  members 
with  the  lorgnettes.  It  never  works  as 
well,  but  they're  happier."  One 
should  also  note  that  Newman's  vul- 
garities are  fun — the  more  you  know 
of  the  pieces,  the  more  fun  they  are — 
and  that  a  high  proportion  of  those 
seduced  to  his  theaters  and  opera 
houses  enjoy  themselves  and  come 
back  for  more. 

The  Ford  Foundation  no  longer  has 
a  Humanities  and  Arts  Division. 
Though  Newman  still  whirls  like  a 
dervish  through  Canada  for  40  days 
every  year  under  the  auspices  of  the 
Canada  Council  (the  Vancouver  Sym- 
phony, where  he  helped  build  sub-  ^ 
scriptions  from  3,000  to  35,000,  grate-  * 

fully  commissioned  a  composition  in 
his  honor),  he  follows  a  more  relaxed 
schedule  in  the  U.S.,  working  with  a 
handful  of  companies — the  Old  Globe 
in  San  Diego,  the  Dallas  Symphony — 
and  doing  special  assignments,  such 
as  a  two-year  audience-building  proj- 
ect just  completed  for  the  New  York 
Philharmonic.  Elsewhere  outside 
Chicago,  mostly  he  lectures,  to  arts 
councils  or  local  consortiums  of  arts 
organizations  or  at  universities. 

The  effect  sought  remains  the 
same.  "I  send  them  away,"  Newman 
says,  "hopefully,  inspired.  Really  be- 
lieving .  .  .  and  with  tools.  I  try  to 
make  staff  people  and  board  members 
really  feel  like  lions.  As  soon  as  they 
taste  blood,  they  can  go  from  there, 
without  me."  He  pauses,  and  thinks, 
and  the  blue-gray  eyes  gleam  behind 
the  steel-rimmed  glasses.  "Blood!" 
says  Danny  Newman.  "Audience!" 
says  Danny  Newman.  "What  else  is 
there?"  ■ 
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WHENY( 
FOREIGN  EX 
YOUR  BANK  M 

ORAM. 


J  DEAL  IN 
ANGE,  DOES 
E  A  MARKET 

IK-UP? 


Say  your  business  needs  Sterling, 
Deutschmarks,  Swiss  Francs,  Yen  or  even 
Malaysian  Ringgits. 

You  ask  your  bank  for  a  quote. 
But  few  banks  are  equipped  to  deal  directly  in 
all  foreign  currencies  -  especially  minor  ones. 
They  often  lack  first-hand  knowledge  of 
the  local  economy.  What  they  have  to  do  is    ; 
get  a  quote  from  another  bank  that  has 
on-the-spot  information. 

That  bank  is  likely  to  be  Barclays. 

Barclays  regularly  makes  markets  in 
over  70  currencies.  In  some  of  them  we  make 
the  only  forward  market,  which  means  we 
can  push  a  button  and  give  your  bank  a 
auote.  They  then  pass  it  on  to  you. 
With  their  mark-up. 

You'd  do  better  to  deal  directly 
with  the  bank  that  makes  the  market. 

The  dealing  room  that 
never  shuts. 

The  effectiveness  of  our  operation  in 
minor  currencies  reflects  our  strength  in  the  majors. 
Last  year  over  1,000,000  deals  moved  through  our 
20  dealing  rooms  around  the  world.  A  total  of  over 
one  trillion  dollars  in  foreign  exchange  transactions. 

The  sheer  size  of  our  international  network 
gives  us  a  24  hour  watch  on  the  world's  money 
markets.  We're  in  83  countries  and  the  major  finan- 
cial centers  in  the  United  States.  Our  worldwide 
assets  are  in  excess  of  *$94  billion. 

Wherever  we  are,  you  are. 

Barclays'  "local"  approach  to  international 
banking  means  we  make  it  our  business  to  become 
part  of  the  economies  in  which  we  operate.  And 
because  we're  there  -  so  are  you.  Our  understanding 
of  local  markets  enables  us  to  offer  you  sound  advice 


as  well  as  fast  action.  We  can  keep  you  up  to  date  on 
government  regulations,  strengths  and  weaknesses 
of  currencies,  and  any  trends  likely  to  affect  your 
overseas  business. 

If  you'd  like  to  know  more  about  the  bank  that 
knows  most  about  the  world,  please  contact:  Joseph 
Cammarata,  Vice  President,  or  Robert  Hatcher,  Assistant 
Vice  President.  North  American  Foreign  Exchange  and 
Money  Market  Centre,  160  Water  Street,  PO  Box  1754, 
New  York,  N.  Y 10163.  Or  call  them  at  (212)  601  4084. 


*as  of  December  31,  1983. 


BARCLAYS 


83  COUNTRIES    WORLDWIDE  ASSETS  $94  BILLION 


The  nuclear  field  demands  the  same  highly  specialized  and  precise 
technology  that  is  vital  to  aerospace. 

Fansteel's  nuclear  capability  is  demonstrated  in  the  vacuum  chamber 

made  for  the  Doublet  II,  a  fusion  research  reactor  which  permits 

fusion  experiments  similar  to  commercial  reactors. 

Fansteel's  materials  technology  also  provides  advanced 

and  dependable  products  used  in  electronics,  medicine,  mining, 

sports,  communications,  transportation,  aerospace, 

and  weapon  systems. 
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An  integrated  producer  of  refractory  metals  and  fabricated  products  for  the  electronics, 
electrical,  aircraft/aerospace,  metalworking,  energy  and  chemical  industries. 


The  Up  &  Comers 


Tom  Vanderslice  was  recently  heir  appar- 
ent at  GTE.  Can  he  find  happiness  running 
tiny  Apollo  Computer? 

Planned 
succession 


By  Geoffrey  Smith 


It  doesn't  add  up:  If  Massachu- 
setts-based Apollo  Computer, 
with  annual  revenues  of  $80  mil- 
lion, is  as  hot  as  its  61  times  earnings 
multiple  suggests,  why  is  its  founder, 


John  William  Poduska,  stepping  down 
as  chief  executive  when  he  is  only  46? 
And  why  is  a  hard-charging  corporate 
chieftain  like  Thomas  Vanderslice, 
who  recently  lost  a  boardroom  battle 
for  control  of  GTE  and  was  previously 
a  top  contender  to  succeed  Reg  Jones 


at  General  Electric,  being  wheeled  in 
as  Poduska's  successor? 

Are  there  problems  beneath  Apol- 
lo's glittering  surface  that  caused  the 
three  venture  capitalists  on  its  board 
to  force  the  move?  Has  Poduska,  now 
a  wealthy  man,  grown  weary  of  the 
commute  to  Route  128? 

Apollo  Chairman  Bill  Poduska, 
tanned  and  rested  in  the  midst  of  a 
Cape  Cod  vacation,  laughs  at  such 
questions.  "Our  original  goal  when 
we  started  this  company  in  1980  was 
to  do  $100  million  in  sales  by  1985 
and  $1  billion  by  1989,"  he  says. 
"Well,  we're  going  to  do  $200  million 
in  sales  in  fiscal  1984,  and  we  have  an 
excellent  chance  of  doing  over  $  1  bil- 
lion by  1988,  maybe  earlier.  We 
missed  our  projections  by  seven 
months — on  the  early  side." 

Apollo's  scientific  and  engineering 
work  stations  have  been  an  overnight 
success,  with  their  elegant  graphics, 
sophisticated  engineering  software 
and  speedy  intraoffice  networking  ca- 
pability well  suited  to  team  projects. 
So  why  step  down  now,  with  earnings 


Apollo  Computer  founders  Bill  Poduska  (left)  and  Charles  Spector  fright)  with  new  CEO  Tom  Vanderslice 
"I've  never  run  a  billion-dollar  enterprise.  Tom  has." 
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Which  InformationTechnology  company 

can  help  you  tie  all  your  departments  together  with 

a  smooth-running  information  network? 


For  your  information 


©1984  Harris  Corporation,  Melbourne,  Florida  32919 


'  You  wouldn't  deliver  a 
'letter  from  Chicago  to 
'New  York  by  hand. 

Yet  whenever  people  in 
your  organization  run 
over  to  Accounting  for 
some  figures,  or  drop  off  a 
report  at  Marketing,  they're 
doing  something  just  as 
wasteful.  Something  that 
could  be  avoided. 

The  Local  Area  Network. 

The  way  to  avoid  that  kind 
of  waste  is  to  have  Harris 
put  together  a  Local  Area 
Network  to  meet  your  needs 

Up  to  60  percent  of  all  communi- 
cations traffic  generated  by  your 
company  takes  place  within  a 
building  or  local  complex.  That's 
why  ifs  important  to  have  an  in- 
formation network  that  gets  data, 
words,  voice  and  video  moving  on 
the  fast  track 

The  Harris  Advantage. 

A  Harris  Local  Area  Network  can 


increase  your  productivity  by 
linking  together  workstations 
throughout  your  company.  Includ- 
ing such  devices  as  word  proces- 
sors, interactive  terminals,  DDP 
systems,  super-minicomputers, 
digital  telephones  and  PBXs.  We 
will  also  tie  in  your  existing  main- 
frame computers.  And  your  IBM, 
Wang  or  Lanier  workstations. 


Integrated  Hi^i-Tech. 

Harris  anticipated  the 
need  for  combining  in- 
formation processing 
and  communications. 
And  worked  hard  to 
develop  integrated 
systems  that  not  only 
process  your  informa- 
tion, but  also  send  it  to 
the  next  office.  Or  the 
next  time  zone.  Which 
may  be  why  the  products 
of  this  Information 
Technology  company  are 
sold  in  more  than  100 
nations  in  the  world— to  the 
tune  of  $2  billion  last  year. 
Now  all  that  work  is  paying  off 
for  you.  And  even  if  mis  is  the 
first  time  you've  heard  our  name, 
we're  sure  it  won't  be  the  last 
To  learn  more,  contact  Harris 
Corporation,  Dept  208, 
Melbourne,  FL  32919. 

HARRIS 


>ur  name  is  Harris 
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up  46%  over  last  year's  $6.3  million 
after  the  first  six  months? 

Has  Apollo  already  saturated  its 
market?  "We  haven't  even  scratched 
the  surface,"  Poduska  replies.  "There 
are  at  least  7  million  engineers  around 
the  world,  so,  at  about  $30,000  a  work 
station,  that's  a  $210  billion  market." 

Poduska  says  that  his  giving  up  the 
title  of  chief  executive  is  just  another 
part  of  Apollo's  business  plan.  He 
wrote  most  of  that  by  hand  in  1980  on 
a  flight  to  San  Francisco  to  see  ven- 
ture capitalists  at  Sutter  Hill,  includ- 
ing language  to  the  effect  that,  when 
the  firm  grew  big  enough,  he  would 
hire  an  experienced  professional  man- 
ager to  take  over. 

"The  reason  I  decided  to  give  up  the 
chief  executive  title  is  simple,"  Po- 
duska explains.  "I've  never  run  a  bil- 
lion-dollar enterprise.  Tom  has.  In  a 
company  that's  growing  this  fast  you 
quickly  get  beyond  your  management 
skills.  Apollo  today,  for  example,  is 
organized  functionally.  That  may  be 
appropriate  for  the  first  three  or  four 
years,  but  it's  an  unlikely  structure 
for  a  big  company.  I'm  not  exactly  a 
shy  type  of  guy,  nor  do  I  have  any 
doubts  about  my  personal  capabili- 
ties. But  I  think  I  do  have  a  sense  of 
what  I'm  experienced  at." 

He  ought  to.  Poduska  was  one  of 
the  seven  founders  of  Prime  Comput- 
er, where  he  served  as  head  of  re- 
search. When  he  retired  from  Prime  at 
the  end  of  1979,  well  before  Prime's 
troubles  began,  Poduska  was  already  a 
multimillionaire.  He  saw  Apollo  as  a 
way  to  learn  from  his  mistakes  as  well 
as  his  successes. 

Lesson  number  one  was  the  seem- 
ingly obvious:  Don't  be  greedy.  Apol- 
lo's seven  founders  and  original  50 
employees  held  on  to  a  comparatively 
modest  45%  of  the  equity  on  the  ini- 
tial offering.  Today  Poduska  himself 
owns  5%. 

Lesson  number  two  was  a  more  im- 
portant corollary:  Don't  try  to  do  it  all 
yourself.  "At  Prime  I  was  a  pretty 
assertive  manager,"  Poduska  says.  "I 
dove  down  into  the  research  organiza- 
tion and  pushed  it  hard  and  was  di- 
rectly involved  in  the  day-to-day  oper- 
ations. But  when  it  came  to  starting 
my  own  company  I  decided  to  try  an 
experiment  with  myself .  .  .  and  it 
worked  pretty  well. 

"All  you  had  to  do  was  look  around 
some  other  computer  businesses  in 
the  Boston  area  to  see  what  can  hap- 
pen when  you  have  a  domineering 
chief  executive  who  tries  to  get  up  on 
his  white  charger  and  save  the  day  all 


the  time.  You  have  a  shutdown  in 
communications  and  rapid  turnover 
in  management  below  him.  I  didn't 
want  that  happening  at  Apollo." 

This  philosophy — and  his  success 
at  Prime — helped  Poduska  attract  ex- 
perienced industry  professionals  from 
such  leading  firms  as  Prime  (three), 
Digital  Equipment  (two)  and  Data 
General  (two).  There  is  also  a  maver- 
ick chief  financial  officer  from  out- 
side the  industry,  Dave  Lubrano,  for- 
merly of  National  Medical  Care. 

With  such  a  management  team, 
money  wasn't  a  big  problem.  Sutter 
kicked  in  an  initial  $1  million  and 
picked  up  20%  of  Apollo's  stock  with 
an  initial  valuation  of  13  cents  per 
share.  Then  Lubrano  won  his  spurs  by 
negotiating  a  steep  1-5-25  progression 
in  capital  valuation.  "When  I  told  our 
venture  capitalists  that  we  wanted 


"I  like  a  chief  financial 
officer  who  won't  take  'no' 
for  an  answer.  We  have  a 
good  feeling  for  our  venture 
capitalists  because  I  never 
thought  they  had  us  under 
their  thumbs." 


$25  a  share  on  the  third  round,  up 
from  $5  on  the  second  round,  they 
said,  'Dave,  that's  ridiculous,'  "  Lu- 
brano recalls  drily.  "  'You're  pricing 
the  company  at  over  $100  million, 
and  you're  not  even  public  yet.  If  you 
can  get  that,  fine,  go  out  and  get  it.'  " 
Apollo  did — all  of  it  from  institution- 
al investors  previously  known  to  top 
managers. 

"I  must  say  I  like  a  chief  financial 
officer  who  won't  take  'no'  for  an  an- 
swer," Poduska  says,  with  a  laugh. 
"We  have  a  good  feeling  for  our  ven- 
ture capitalists  because  I  never 
thought  they  had  us  under  their 
thumbs.  A  venture  capitalist  is 
caught  in  a  very  tough  conflict-of-in- 
terest situation.  He's  sitting  on  your 
board  and  he  has  to  determine  the 
price  of  your  second,  third  and  fourth 
rounds  of  financing.  That  means  may- 
be taking  it  out  of  the  hides  of  the 
entrepreneurial  group,  and  we  weren't 
about  to  say  to  the  venture  capitalists, 
'Okay,  guys,  whatever  you  say 
goes.'  " 

By  early  1983,  with  his  firm  only 
marginally  in  the  black,  but  already 
well  regarded,  Poduska  was  ready  to 
sell  stock.  Morgan  Stanley  and  Ham- 
brecht  &  Quist  handled  the  initial 
offering  at  $22  per  share,  with  most  of 
the  $51  million  in  proceeds  going  to 
working  capital.  Since  then,  with  the 
energetic    support   of   a   four-person 


public  relations  staff,  the  shares  (in- 
cluding a  3-to-2  split  early  this  year), 
have  hit  $27. 

Stockholders  today  might  fret  that 
there  is  nothing  to  prevent  Poduska 
and  his  original  management  team 
from  bidding  Tom  Vanderslice  a  fond 
farewell  and  walking  out  the  door  to 
launch  a  third  new  company.  "Noth- 
ing," offers  Lubrano,  "except  for  the 
fact  that  once  you've  started  some- 
thing once  or  twice,  you  begin  to  real- 
ize that  it's  very  hard  to  do — which 
may  be  why  it's  very  seldom  done." 

"Ask  that  question  of  anyone  and 
you're  really  asking  what  motivates 
him,"  adds  Poduska.  "In  my  case  it's 
not  the  money,  because,  God  knows, 
I've  been  very  fortunate  for  a  fellow 
who  came  up  from  Memphis  to  Bos- 
ton in  1955  with  $80  in  his  pocket. 
The  thing  that  drives  me  is  building 
this  organization  into  that  major 
company  that  we  dreamed  of  four 
years  ago.  That's  where  I  am." 

Or  stockholders  might  worry  that 
there  is  nothing  to  prevent  another 
new  startup  from  leapfrogging  Apollo 
technically.  After  all,  this  is  a  busi- 
ness where,  in  Poduska's  opinion, 
hardware  has  a  shelf  life  of  just  three 
years.  And  Apollo's  work  stations, 
again  in  Poduska's  words,  rely  on 
known  technology. 

"Our  defense  against  new  competi- 
tors is  simple,"  he  says.  "We're  just 
going  to  grow  so  fast  that  anyone  who 
wants  to  catch  us  is  going  to  have  to 
gallop.  Bringing  Tom  on  board  means 
that  I  can  spend  full  time  worrying 
about  keeping  our  products  ahead  of 
the  pack.  As  for  the  big  companies — 
Prime,  DEC,  IBM  and  Hewlett-Pack- 
ard— they're  all  selling  time-sharing 
machines  into  this  market.  Suppose 
you  have  one  solution  to  a  problem 
already,  you  think  long  and  hard  be- 
fore you  change  your  mind." 

What  led  Poduska  to  pick  Tom  Van- 
derslice? "Well,  he's  a  consummate 
executive,  very  good  at  running  large 
organizations,"  Poduska  replies. 
"He's  got  a  strong  technical  back- 
ground, with  a  doctorate  in  chemistry 
and  physics.  Get  one  lap  around  his 
track  and  you  find  out  he's  a  fun  guy 
to  be  around — a  good  people  person. 
But  at  the  same  time  I  don't  think 
anyone  would  ever  try  to  slip  one  by 
him  because,  one,  he's  smart  enough 
to  catch  it,  and  two,  he'd  rip  the  skin 
right  off  the  guy's  back." 

Vanderslice  has  been  accused  of  be- 
ing impatient.  Poduska  calls  that  rare 
praise.  "If  there's  any  quality  you 
want  in  a  company  to  drive  it  real 
hard,  it's  impatience,"  Poduska  says. 
"I  want  someone  who's  going  to  drive 
just  as  hard  as  I  am."  ■ 
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People  are  to  Ireland 

as  champagne  is  to  france. 

m 


The  Irish. 

Europe's  youngest  and  fastest-growing  population.  Educated,  talented, 
flexible,  innovative. 

Ireland. 
A  member  of  the  European  Common  Market  Noted  fa  its  favorable 
government  attitudes  towards  business.  The  most  profitable  industrial 
location  in  Europe  for  U.S.  manufacturers. 
Ireland.  Home  of  the  Irish.  The  young  Europeans. 

IDA  Ireland  A 

INDUSTRIAL  DEVELOPMENT  AUTHORITY 

IDA  Ireland  has  offices  in  Newtork  (212)  972 1000;  Chicago  (312)  644  7474;  Cleveland  (216)  861 0305/6; 
Los  Angeles  (213)  829  0081 ,  Menlo  Park,  Calif  (415)  854 1800;  Houston  (713)  965  0292, 
Boston  (617)  367  8225;  Fort  Lauderdale  (305)  785  9430;  Atlanta  (404)  351  8474. 

This  announcement  is  published  by  IDA  Ireland,  2  Grand  Central  Ibwers,  East  4Sth  Street,  New  ybrk  10017,  when  is  registered  under  the  Foreign  Agents 
Registration  Acts,  as  amended,  as  an  agent  of  the  Government  of  Ireland  This  materia!  is  filed  with  the  Department  of  Justice  where  the  required  registration 
statement  is  available  for  public  inspection  Registration  does  not  indicate  approval  of  the  contents  by  the  United  States  Government 


'WE'RE  THE  YOUNG  EUROPEANS." 
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We  refuel  jets  in  the  air 
while  they're  sitting  on  the  ground. 


That's  Singer  technology. 


Everything  appears  real-the  tanker,  the  instruments, 
the  air  turbulence.  But  what  you're  experiencing  isn't 
real  at  all. 

It's  called  simulation-a  technology  in  which  our 
Link  Flight  Simulation  Division  has  been  the  leader  for 
more  than  50  years.  Today,  by  combining  computers, 
lasers,  and  other  electronic  systems,  Link  simulators 
are  training  pilots  of  sophisticated  commercial  and 
military  aircraft,  helicopters,  even  the  Space  Shuttle. 
And  helping  them  fly  practice  missions  without  risk  to 
life,  wear  and  tear  on  equipment,  or  burning  costly 
fuel.  Now,  Link  is  developing  even  more  advanced 


technology  for  the  next  generation  of  aircraft. 

Through  expanding  research  and  development  in 
simulation,  navigation/guidance,  command/ 
control/communications  and  intelligence,  electronic 
warfare,  and  specialized  computer  systems,  Singer  is 
writing  a  new  chapter  in  its  corporate  history.  To- 
gether with  our  unique  consumer  durables  capabilities 
throughout  the  world,  this  technological  base  posi- 
tions us  in  important  growth  markets  of  today  and 
tomorrow. 

The  Singer  Company,  8  Stamford  Forum,  Stamford 
CT  06904. 
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Ed  Richardson  is  happy  to  see  companies 
in  the  vanguard  of  electronics  take  the 
blows  of  competition.  He  would  rather  stay 
behind  the  times. 


Grooving  on  tubes 


By  Christine  Donahue 


Y1  ou  talk  about  being  in  the 
electron  tube  business,  and  peo- 
ple want  to  know  if  you  make 
buggy  whips,"  says  Edward  Richard- 
son. "Until  they  see  the  bottom  line. 
Then  they  sort  of  perk  up." 
The  bottom  line  at  his  Richardson 


Electronics,  Ltd.  for  the  fiscal  year 
that  ended  last  May  reads  $4.2  million 
in  profits  on  revenues  of  $42  million. 
Both  figures  have  tripled  over  the  past 
five  years,  thanks  in  good  part  to  com- 
petitors' rushing  into  the  semicon- 
ductor business.  Richardson  also 
manages  a  five-year  return  on  equity 
of  28%,  a  figure  that  many  of  his  more 


glamorous  counterparts  would  envy. 

"The  reason  we  do  well  is  that  we 
specialize  in  the  trailing  edge  of  tech- 
nology," says  Richardson.  "There  are 
2,000  other  companies  out  there  com- 
peting for  the  high-tech  business,  to 
sell  microprocessors  and  integrated 
circuits,  and  that's  just  fine." 

It  isn't  that  Richardson,  chairman 
and  78%  owner  of  his  Franklin  Park, 
111. -based  firm,  is  old-fashioned.  He  is 
42  and  runs  marathons.  But  boring  as 
it  may  sound,  the  tube  business  was 
worth  $2  billion  in  the  U.S.  last  year 
and  is  growing  steadily  at  some  10% 
annually. 

How  come?  Sales  of  sophisticated 
and  expensive  products  like  the  cath- 
ode-ray tubes  in  video  display  termi- 
nals are  growing,  and  in  some  applica- 
tions tubes  still  have  an  edge  over 
semiconductors.  The  15-inch,  $2,000 
traveling-wave  tube  Richardson  sells 
to  phone  companies  for  transmitting 
long-distance  calls  handles  frequen- 
cies up  to  11  gigahertz,  a  capacity 
semiconductors  don't  yet  have. 

Despite  all  this,  there  are  only  a 
dozen  or  so  smallish  companies  that 
are  specialists  in  distributing  tubes. 


Richard  Derk 


Edward  Richardson  with  a  product  that  sells  for  $1,100 

Tube  be,  or  not  tube  be  .  .  .  who  cares,  he's  booking  profits  now. 


154 


FORBES,  OCTOBER  8,  1984 


Mary  Ann  Sanford  makes  over 
20  critical  checks  on  seat  belt  systems  in 
GMcars. 

She  is  only  one  of  over  1,800  GM 
people  who  make  more  than  6,000  safety 
inspections  on  GM  cars  built  in  America. 

Checks  are  made  on  many  things  from 
seat  belt  retractors  to  anchor  bolts.  Latch 
buckles.  Warning  lights  and  buzzers. 
Every  seat  belt  in  every  car  gets  checked. 

We  do  this  because  it's  all  part  of 


building  safer  cars.  That's  important  to  you. 
And  to  us. 

We  believe  in  taking  the  extra  time, 
giving  the  extra  effort  and  paying  attention  to 
every  detail.  That's  what  it  takes  to  provide 
the  quality  that  leads  more  people  to  buy 
GM  cars  and  trucks  than  any 
other  kind.  And  why  GM  owners 
are  the  most  loyal  on  the  road. 

That's  the  GM  commitment 
to  excellence. 


Nobody  sweats  the  details  like  GM. 


NEW  YORK  2  PM 


RIO  DE  JANEIRO  4  PM 


MILAN  8  PM 


DUBAI  10  PM 


JAKARTA  2  AM 


TOKYO  4  AM 
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Without  CitiBanldng; 

your  company  is  behind  the  times  when  it 

comes  to  managing  its  money. 


From  The  Citi  of  Tomorrow  r. .  CitiBankin£  today. 

Mail.  Telephone.  Telex.  If  your  company  is  still  doing 
most  of  its  banking  in  traditional  ways,  it's  not  just 
wasting  time.  It's  losing  money. 

With  GitiBanking,  you  get  the  timely  financial 
information  you  need.  And  the  ability  to  act  on  it  fast. 
Because  only  CitiBanking  gives  you  electronic  access 
to  your  accounts  in  over  33  countries. 

You  can  monitor  the  transactions  in  your  foreign 
and  domestic  accounts  as  they  occur.  Get  up-to-the- 
minute  money  market  and  foreign  exchange  data. 
And  initiate  multicurrency  transfers  and  payments  in 
seconds.  All  with  remarkable  ease. 

GitiBanking  gives  you  unmatched  security,  too. 
Because  you  communicate  with  Citibank  offices 
around  the  world  through  our  own  private  financial 
telecommunications  network. 

To  find  out  how  your  company  can  benefit  from 
the  world's  most  advanced  electronically  delivered 
banking,  call  your  local  Citibank  Account  Manager. 
You'll  get  the  services  you  need  to  keep  up  with  the 
times-and  ahead  of  the  competition. 

/ 1 ci  mmc  ~n  tuc  riTt 
wizLLui  iC  iu  ii  it  li  1 1 

CITIBAMOCITICORP® 

GLOBAL  ELECTRONIC  BANKING 
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Better  a  big  fish  in  a  small  pond. 

Richardson's  father,  a  tube  sales- 
man, founded  Richardson  Electronics 
in  1947,  but  it  was  strictly  a  distribu- 
tor until  1981.  When  the  big  boys  like 
Westinghouse  and  RCA  began  getting 
out  of  the  manufacturing  business,  Ed 
Richardson  got  in,  sometimes  buying 
their  production  equipment.  "We 
knew  that  the  replacement  market 
was  going  to  be  there  for  a  long  time 
to  come,  but  that  possibly  there 
weren't  going  to  be  sources  supplying 
those  products,"  he  says. 

Richardson  now  makes  6%  of  the 
8,500  types  of  tubes  that  it  sells,  and 
that  accounts  for  nearly  40%  of  total 
revenues.  The  company  is  also  the 
sole  source  for  about  85%  of  these 
items.  "This  was  a  defensive  posture. 
We  didn't  want  to  be  distributors  of 
products  no  one  made  anymore." 

Markups  aren't  bad  in  the  replace- 
ment business,  either.  Use  a  video 
display  terminal  for  a  few  years  and 
images  become  burned  into  the 
screen.  A  new  VDT  costs  around 
$500,  a  replacement  cathode-ray  tube 
is  $200.  Richardson  makes  those  for 
$21  and  sells  them  to  service  compa- 
nies for  up  to  $65.  He  also  makes 
magnetrons,  tubes  that  generate  heat 
in  microwave  ovens.  The  average 
magnetron  burns  out  after  about  four 
years.  Richardson  imports  them  from 
Korea  for  $13  apiece  and  sells  them 
for  $55  to  service  shops  that  install 
them  for  around  $100.  Richardson's 
prices  allow  for  gross  margins  of  40% . 
Overhead  takes  20%,  taxes  another 
10%,  leaving  up  to  10%  on  the  bot- 
tom line. 

So  far  manufacturing  acquisitions 
have  cost  Richardson  $13  million, 
one  reason  he  took  the  company  pub- 
lic last  November.  At  $16,  or  19  times 
earnings,  the  offering  brought  in  $7 
million  for  the  company  and  $3  mil- 
lion for  Richardson.  Richardson 
shares  now  trade  around  $22. 

One  of  the  tubemakers  Richardson 
bought  was  also  making  semiconduc- 
tors for  original  equipment  manufac- 
turers. Richardson  got  out  of  the  origi- 
nal equipment  end,  but  his  salesmen 
sell  the  semiconductors  as  replace- 
ments. "It's  the  same  customer  base 
where  we  sell  our  tubes,  same  sales- 
men, same  buyers,"  he  says.  With  $5 
million  a  year  in  sales,  it's  a  small 
hedge  against  the  day  when  the  buggy 
whip  business  finally  dies. 

And  he  has  also  discovered  that 
communism  can  find  a  place  in  the 
modern  world.  Richardson  has  been 
visiting  China  the  past  two  years.  He 


figures  the  Chinese  have  the  capacity 
to  manufacture  80%  of  tubes  sold 
worldwide  once  they  adjust  their  de- 
signs, copied  from  Soviet  products,  to 
Western  standards.  He  could  import 
their  tubes  cheaply.  "The  Chinese  are 
about  20  years  behind  the  times  tech- 
nologically," says  Richardson,  smil- 
ing. "Which  makes  them  state-of-the- 
art  in  tubes." 

The  franchise  game  — 
after  a  fall 

Franchising  provides  aspiring  en- 
trepreneurs with  a  cozy  middle 
ground  between  working  for  a  com- 
pany and  running  one.  But  there  is  a 
big  catch  in  the  franchise  game.  No 
franchisee  can  be  much  stronger  than 


the  franchisor.  That  can  spell  disaster 
if  the  parent  gets  into  trouble.  Case  in 
point:  California-based  Pizza  Time 
Theatre,  Inc.,  which  filed  for  Chapter 
11  reorganization  in  March.  Right 
now,  some  of  its  43  franchisees  are  in 
trouble.  And  one,  Maryland-based 
Family  Entertainment  Centers,  has 
already  followed  Pizza  Time  into 
bankruptcy. 

There  are  exceptions,  of  course,  but 
they  tend  to  prove  the  rule.  Take  the 
unusual  case  of  Family  Showtime 
Theatres.  This  Pizza  Time  franchisee 
runs  two  outlets  in  Long  Island  and 
Brooklyn — and  is  doing  reasonably 
well,  despite  Pizza  Time's  troubles. 

Family  Showtime  opened  its  first 
restaurant  in  mid- 1983.  A  little  more 
than  a  year  later  the  company  was  in 

Eli  Rtred/Magnum 


Family  Showtime's  Richard  Berland playing  customer 

Expanding  slowly  enough  to  succeed,  thanks  to  bureaucratic  delay. 
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vight  Knott, 
in  Company  manager 
the  Big  Horn  Ranch 
d  Reclamation 
isearch  Center. 


►UN,  COAL  AND  CATTLE.  Powder  River  Basin  has  been  called  cattle  country 
nd  coal  country.  And  a  lot  of  people  call  it  home.  People  like  Dwight  Knott. 

"I've  got  a  special  reason  to  love  Wyoming.  My  family  homesteaded  this 
ind.  So  when  Sun  Company  came  here  to  build  the  Cordero  coal  mine  we  won- 
ered  about  the  future  of  the  land.  And  the  cattle. 

"But  Sun  also  started  a  Land  Reclamation  and  Research  Center.  Today  our 
xperiments  are  making  sure  the  land  and  cattle  are  in  better  shape  than  ever. 

"I  run  the  place.  So  I'm  part  of  Sun's  future.  And  Wyoming's." 

At  Sun  we  think  putting  our  energy  back  into  the  land  is  just  as  important 
s  getting  it  out. 

WHERE  THERE'S  SIM 
THERE'S  ENERGY 


America's  largest  magazine  publisher  relies  on  or 
Do  they  know  something  your  company  doesn't? 


Based  on  lotat  revenue 


Ask  them.  They're  Time  Inc. 

Motorola  is  a  world  leader  in  advanced  electronics  for 
memory,  logic  and  voice  and  data  communications. 


f/o  communications  systems. 


M)  motorola  /code* 


The  Up  &  Comers 


the  black,  earning  $3,500  on  sales  of 
$  1  million  for  the  three  months  ended 
June  30.  Armed  with  a  $2  million  loan 
from  Chemical  Bank,  the  company 
plans  to  open  two  more  outlets. 

The  concept  behind  Pizza  Time 
stems  from  a  Nolan  Bushnell  brain- 
storm. He's  the  man  who  founded 
Atari,  and  in  1977  Bushnell  had  a  no- 
tion to  attract  kids  by  combining  a 
pizza  restaurant  with  videogames  and 
an  amusement  center.  Pizza  Time  lo- 
cations boasted  rides  and  a  cast  of 
lovable  proprietary  robots — Chuck  E. 
Cheese,  a  rat  with  a  New  Jersey  ac- 
cent, for  example,  and  Jasper  T.  Jowls, 
a  suspender-snapping  hound  dog  and 
ardent  ladies'  man. 

However  plausible  the  idea,  Pizza 
Time  overbuilt,  and  the  videogame 
market  collapsed.  As  for  the  food,  says 
Family  Showtime  Chief  Executive 
Richard  Berland,  "They  were  charging 
a  lot  of  money — up  to  $10  for  a  large 
size — for  a  lousy  pizza." 

When  Berland  first  became  attract- 
ed to  Pizza  Time,  the  fledgling  chain 
was  going  strong.  That  was  late  in 
1980,  and  Berland,  now  42,  was  a  frus- 
trated stockbroker  for  a  small  regional 
firm.  He  wanted  a  job  that  would  be 
"fun."  As  a  father — his  children  are 
now  4  months,  4,  6  and  10 — he  was 
also  accustomed  to  the  squeals  and 
screams  abounding  in  the  chain's 
family-oriented  outlets. 

In  February  1982,  with  $100,000  in 
personal  savings,  Berland  snared  Pizza 
Time's  Long  Island  franchise.  In  July 
1982  he  raised  $825,000  in  a  private 
placement  offering  sold  mainly  to 
friends  and  family.  By  March  1983  the 
new-issues  market  was  heating  up, 
and  Berland  raised  another  $3  million. 
With  Pizza  Time's  then-solid  reputa- 
tion, Family  Showtime  sold  500,000 
units  for  $6  a  share.  It  was  great  tim- 
ing for  Berland,  less  great  for  inves- 
tors. The  shares  traded  recently  at  $2. 

Since  Berland  had  no  experience  in 
the  restaurant  business,  his  first  move 
was  to  hire  a  20-year  veteran,  Leon 
Blumenthal,  who  had  worked  for  13 
years  at  Burger  King.  Then  came  a 
iucky  break  from  a  rather  unlikely 
source — the  Hempstead  Board  of  Zon- 
ing Appeals.  Because  of  bureaucratic 
delays,  Berland  waited  14  months  be- 
fore opening  his  first  outlet. 

While  Berland  wrangled  with  zon- 
ing officials,  many  of  Pizza  Time's 
other  franchisees  elsewhere  were  ag- 
gressively expanding.  "At  first  I  was 
so  jealous,  seeing  all  these  guys  put- 
ting up  store  after  store,  but  it  turned 
out  well  for  us, "  says  Berland.  He  orig- 


inally planned  to  open  ten  stores  in 
his  territory.  He  now  believes  there  is 
room  for,  at  most,  only  five. 

Food  kicks  in  65%  of  Berland's 
sales,  and  it's  here,  too,  that  some 
ground  rules  need  revision.  He  be- 
lieves that  Pizza  Time  franchisees 
must  expand  their  menus.  Berland 
won't  be  the  first.  Thomas  Saltsman, 
for  example,  runs  Chuck  E.  Cheese 
restaurants  in  New  England.  He  re- 
ports that  sales  at  his  outlets  have 
grown  dramatically  when  simple 
Mexican  food,  along  with  fish  and 
clams,  is  offered.  "I  had  to  change  this 
concept  to  make  it  work,"  Saltsman 
says.  Berland  plans  to  add  seafood  and 
an  ice  cream  parlor  at  his  third  store, 
which  he  hopes  to  open  in  Levittown, 
N.Y.  by  the  end  of  the  year. 

So,  with  a  little  help  from  the  foot- 
dragging  bureaucrats,  Berland's  busi- 
ness, if  not  his  stock,  has  managed  to 
ride  out  Pizza  Time's  reorganization. 
But  that  may  soon  change.  A  bank- 
ruptcy court  in  San  Jose  now  calls  the 
shots.  One  possibility  is  that  Pizza 
Time  will  be  bought  by  Malibu  Grand 
Prix,  which  owns  racetracks  in  Cali- 
fornia. Another  plan  calls  for  Pizza 


Time  to  merge  with  its  major  com- 
petitor, Brock  Hotel,  which  owns 
Showbiz  restaurants.  This  chain  was 
originally  a  major  Pizza  Time  franchi- 
see, but  Brock  broke  away  in  1980. 
Litigation  ensued,  and  Brock  agreed  to 
pay  Pizza  Time  a  percentage  of  Show- 
biz sales,  possibly  as  much  as  $50 
million.  Now,  linking  the  two  firms 
would  wipe  out  that  liability  and  end 
costly  competition. 

But  some  Pizza  Time  franchisees, 
including  Berland,  hope  to  queer  the 
deal.  Franchisees  currently  pay  Pizza 
Time  2%  in  royalties.  Brock's  plan 
would  require  payments  of  up  to  4% . 
Berland  thinks  that  would  dramati- 
cally shrink  his  profit  margins.  "If  we 
were  talking  about  a  large  company, 
which  could  give  me  national  adver- 
tising, that  would  be  one  thing,"  he 
says.  He  doesn't  think  Brock  can  do 
much  for  him  and  isn't  eager  to 
change  the  name  of  his  stores,  which 
might  be  required  after  a  merger. 

But  Berland  isn't  negotiating  with 
Brock  Hotel  Chairman  Robert  Brock. 
In  the  end,  Family  Showtime,  like  any 
franchisee,  is  inextricably  tied  to  its 
franchisor. — Barbara  Rudolph 


The  road  not  taken 


If  both  my  sons  want  to  come  into 
the  business,  maybe  then  we'll  ex- 
pand," says  David  A.  Mullany,  presi- 
dent of  The  Wiffle  Ball  Inc. 

For  now,  however,  Mullany,  44, 
doesn't  see  much  point.  His  company 
makes  the  well-known,  white  plastic 
balls  with  slits  on  one  side,  and  busi- 
ness is  just  fine.  In  an  area  about  the 
size  of  a  four-car  garage,  a  ball  rolls  off 
the  Shelton,  Conn,  assembly  line 
roughly  every  two  seconds. 

But  all  those  balls  don't  translate 
into  the  kind  of  money  that  Reggie 
Jackson  is  used  to.  "Our  first  full-size 
ball  cost  50  cents  [at  retail  back  in 
1955);  it  now  sells  for  75  cents,"  says 
Mullany.  "We  try  to  keep  it  inexpen- 
sive. We  have  competition." 

Unlike  many  other  small  compa- 
nies that  expand  rapidly  once  they 
have  a  hit,  Wiffle  Ball  is  pretty  much 
the  way  it  was  three  decades  ago.  Sure 
the  company  now  makes  some  plastic 
bats,  plastic  bases  and  an  imitation 
Frisbee.  But  that's  about  it. 

Why  no  other  products?  "We  have 
tried  Wiffle  football  and  basketball, 
but  they  didn't  sell,"  says  Mullany. 
"We  could  put  them  in  the  line  to 
have  another  item,  but  this  way  we 
can  concentrate  on  what  we  have." 

What  Mullany  has  is  the  answer  to 
two  age-old  questions:  How  do  you 
keep  the  kids  from  breaking  windows 
when  they  play  ball  around  the  house, 


and  how  do  you  keep  budding  Sandy 
Koufaxes  or  Dwight  Goodens  from 
ruining  their  arms  trying  to  throw  a 
curve?  Mullany 's  father  solved  both 
riddles  one  day  at  the  kitchen  table. 

While  growing  up,  the  younger 
Mullany,  who  bats  left  and  throws 
right,  spent  every  summer  day  play- 
ing baseball.  After  breaking  neigh- 
bors' windows,  Mullany  and  his 
friends  tried  a  plastic  golf  ball  in  their 
games.  But  the  small  ball  was  difficult 
to  throw,  and  Mullany's  arm  would 
hurt  by  day's  end. 

Mullany's  father,  meanwhile,  a  nat- 
ural tinkerer  whose  car  polish  manu- 
facturing business  had  soured,  saw 
the  problems  with  the  golf  ball  and 
picked  up  some  plastic  shells  used  in 
a  nearby  perfume  plant.  The  family 
sat  at  the  table  and  cut  designs  into 
the  shells.  "We  would  then  tape  two 
halves  together  to  see  if  it  would 
work,"  says  Mullany.  "The  ball  we 
sell  now  worked  best.  I  don't  know 
why,  and  I  don't  have  any  desire  to  get 
it  analyzed.  My  father  showed  it  to  a 
toy  salesman.  We  were  in  business." 

Wiffle  Ball  sells  its  products 
through  toy  wholesalers  who  have 
helped  it  win  familiarity  nationwide. 
The  company  receives  150  to  180  re- 
quests a  day  for  the  official  Wiffle  Ball 
rules.  Mullany  doesn't  like  to  discuss 
sales  or  earnings,  but  total  revenues 
are  probably  well  below  $2  million. 
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We  feature  GM  cars  like  this 

Cadillac  Sedan  de  Ville, 

Buick  Park  Avenue,  and 

)ldsmobile  Ninety-Eight  Regency. 


THE  1985  LUXURY  LINE 
AT  ECONOMY  PRICES. 

3855  A  DAY  WEEKDAYS. 
29.95  A  DAY  WEEKENDS. 


Now  you  can  rent  a  1985  GM  Cadillac  Sedan  de  Ville,  Buick  Park  Avenue  Oldsmobile 
Ninety-Eight  Regency  or  other  luxury  car  from  participating  National  locations  in  most  major 
cities  across  the  country  Simply  call  800-CAR-RENTSM  or  your  travel  consultant  and  make  a 
24-hour  advance  reservation  to  get  one  of  our  luxury  cars  for  $3895  a  day  weekdays,  $2995  a 
day  weekends,  including  unlimited  mileage.  Rates  guaranteed  through  Oct.  31,1984. 

The  number  of  luxury  cars  is  limited  and  specific  cars  are  subject  to  availability.  These 
weekday  and  weekend  prices  are  nondiscountable.  Just  pay  for  gas  and  return  the  car  to 
the  renting  location.  Our  weekend  rate  is  available  from  noon  Thursday  to  midnight 
Monday  And  there  is  a  three-day  minimum  for  Thursday  rentals  and  a  two-day  minimum  for 
Friday  and  Saturday  rentals. 


National  Car  Rental 


YOU  DESERVE  NATIONAL  ATTENTION 


A  HOUSEHOLD 


INTERNATIONAL  COMPANY  ©  1984.  National  Car  Rental  System.  Inc.  In  Canada,  it's  Tilden.  In  Europe.  Africa  and  the  Middle  East,  it's  europcar. 


HOW  THE  AGUSTA  GROUP  MAKE; 


The  A129  Mongoose  pictured  below  is  the  most  advanced 
helicopter  in  its  class  in  the  world  today.  It  is  also  the  first 
specialised  defence  helicopter  produced  in  Europe.  And  it 
was  conceived,  designed  and  built  by  Agusta  Group  tech- 
nology. 

Producing  a  helicopter  like  the  A129  demands  immense 
technological  know-how.  But  the  Agusta  Group  has  some 
impressive  resources  to  call  on.  A  vast  organisation  of  scien- 


tists and  technicians  devoted  exclusively  to  research  anc 
development  And  a  massive  fund  of  expertise  that  coven 
the  whole  field  of  aeronautics.  From  Agusta's  Helicoptei 
Division,  through  its  Airplanes  Division  to  its  Systems  Divi 
sion. 

THE  NEW  A129  ANTITANK  HELICOPTER 

The  A129  is  a  formidable  example  of  Agusta  Group  tech- 

A 129  Mongoose  defence  helicopter 


AGUSTA  S.P.A.  Mil  ANO  ROMA  •  AGUSTA  INTERNATIONAL  S.A.  BRUXE-'l  1  ES  B  •  AGUSTA  AVIATION  CORPORATION  PHILADELPHIA  USA  «  HELICOPTER  DIVISION  «  CQSTRUZ 
FROS1NONI  •  EH.  INDUSTRIES  LTD.  LONDON  GB*  AIRPLANE  DIVISION  *  SIAI  MARCHETTI  S.P.A.  SESTQ  CALENDE  (VA) » INDUSTR1A  AERQNAUTICA  MERIDIONALS  S.P.A.  BRINDISI  »  CAPI 
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ECHNOLOGY  MEAN  BUSINESS. 


iology  in  action.  In  terms  of  advanced  systems:  the  A129  is 

he   first  helicopter  to  use  an  Integrated  Multiplexing 

ystem.  This  monitors  and  controls  the  A129's  mechanical, 

lectrical,  electronic  and  warfare  systems,  managing  auto- 

natically  all  flight  and  mission  functions. 

n  terms  of  new  materials :  the  Al  2  9  makes  extensive  use  of 

dvanced  composites,  developed  and  produced  by  the 

igusta  Group  at  its  own  new  plant  in  Anagni. 

n  terms  of  survivability:  because  this  factor  is  so  vital  for  a 

edicated  helicopter,  advanced  technology  has  been 

pplied  to  this  end  in  key  areas  (rotors,  transmission,  fusel- 

ge,  flight  controls). 

i  terms  of  day/night  capability:  the  A129  incorporates  ad- 

anced  infra-red  systems  allowing  round-the-clock  combat 

sadiness  even  in  bad  weather  or  low  visibility. 

hese  are  just  a  few  examples  of  the  advanced  technology 

lat  went  into  the  making  of  the  A129.  There  are  many 

lore.  And  the  kind  of  technological  breakthroughs  that 

lake  the  A129  the  formidable  defence  helicopter  it  is  find, 

lanks  to  the  Agusta  Group  structure,  applications  in  many 

ther  sectors,  both  military  and  civil. 

THE  SIAI  MARCHETTI  S211 


ace 


only  part  of  the  Agusta  Group's 
technology.  In  the  field  of 
example,  SIAI  Marchetti  of 
Division  has  created  a 
ow-cost/high-perfor- 
the  SIAI  Marchetti  S211. 
cated  and  powerful 
a  steep  learning 
point  of  transition 
aircraft. 


t  the  A129  represents 
wolvement  in  aerosp 
ilot  training,  for 
igusta's  Airplanes 
/hole  new  breed  of 
lance  jet  trainer: 
i  trainer  sophisti- 
nough  to  guarantee  1 
urve  virtually  to  the  1 
)  an  operational 
his 
ffers 
otable  savings 


l  the  very  cosdy 

usiness  of  training 

ilots.TheS211's 

irframe  also  has 

;markably  few  structural  components 

)nly  2,500,  compared  with  nearly  ten  times  as  many  in 

conventional  airframe)  and  this  reduces  costs  of  both  pro- 

uction  and  maintenance.  In  fact,  the  S211  is  a  true  jet  trainer 

/ith  acquisition  and  maintenance  costs  little  higher  than 

lose  of  modem  turboprop  trainers. 

SYSTEMS  TECHNOLOGY 

usta  Group  technology  is  active  above  all  in  the  systems 
eld.  The  night  piloting  system  pictured  above  right,  under 


Night  piloting  system 


development  by  Agusta's  Systems  Division  for  the  A129,  is 
one  of  the  most  advanced  and  flexible  systems  dedicated  to 
nap  of  the  earth  helicopter  flight 

The  Systems  Division  is  now  studying  different  fields  of  ap- 
plication, such  as  search  and  rescue  observation,  anti-pollu- 


SIAI  Marchetti  S21I  trainer 


tion  warning  and  airborne  weapon  aiming  systems. 

And,  in  line  with  Systems  Division  policy,  fall-out  from  this 

kind  of  technology  will  lead  to  new  and  different  products 

being  developed  both  for  commercial  and  for  military 

applications. 

If  you  would  like  to  know  more  about  how  the  Agusta 

Group  makes  technology  mean  business,  please  contact: 

Agusta  Group  Marketing  Headquarters, 
Via  Caldera  21,  Milan,  Italy.  Tel.  02/452751.  Telex  333280. 
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The  Up  &  Comers 


Whatever,  it's  enough  for  what  he 
admits  is  a  "fairly  mundane  life- 
style," driving  a  Ford  station  wagon 
and  taking  ten-day  vacations  to  sail  a 
rented    boat    in    the    Caribbean.    "I 


would  rather  grow  at  a  small  rate  than 
get  huge  overnight,"  he  explains.  "If  I 
expand,  I  have  to  go  to  the  bank.  Sell- 
ing out,  I  lose  control.  Sure,  I  could 
take  the  money  and  run.  But  I  have 
two  boys.  I  have  to  be  here  for  them." 
Mullany,  who  still  throws  a  pretty 
mean     Wiffle     knuckleball,     seems 


amused  by  the  rapid  expansion  of  oth- 
er companies  in  markets  similar  to 
his.  He  concedes  that  he  could  have 
done  more  with  Wiffle  Ball.  He  just 
never  saw  any  reason  to — and  he  likes 
being  beholden  to  no  one.  "There  is," 
he  concludes,  "only  so  much  money 
one  person  needs." — Paul  B.  Brown 

Joseph  Bcrger 


VVV2 


Wiffle  Ball's  David  Mullany 

"I  could,  take  the  money  and  run,  but. 


Station  break 

Norm  Pattiz  liked  being  sales 
manager  of  KCOP-TV  in  Los  An- 
geles. He  even  dreamed  of  running.the 
station  someday.  But  dreams  seldom 
come  true.  Instead  of  being  promoted, 
Pattiz  was  fired. 

That  was  back  in  1974,  and  Pattiz 
took  a  Hawaii  vacation  to  recoup. 
Then  one  night,  shortly  after  his  re- 
turn home,  a  radio  program  changed 
his  life.  Pattiz  was  listening  to  a  48- 
hour  "Motown  Weekend"  on  Los  An- 
geles' KGFJ-AM.  Although  he  knew 
nothing  about  radio,  he  thought  that  a 
shorter  version  of  the  program,  with 
narration  and  some  interviews,  would 
probably  work  in  nearly  every  city. 

Quickly,  Pattiz  lined  up  appoint- 
ments with  executives  from  Motown 
and  the  station.  Then  he  made  an 
offer  they  couldn't  refuse:  In  return 
for  the  right  to  create  a  24-hour  radio 
special,  Pattiz  would  pay  all  expenses 


and  split  40%  of  his  profits  with  the 
station  and  Motown.  That  was  the 
easy  part. 

The  next  step  was  finding  advertis- 
ers. But  how  to  peddle  a  program  that 
is  only  a  gleam  in  a  salesman's  eye? 
"This  was  a  brand-new  concept,"  says 
Pattiz.  "You  couldn't  just  walk  into 
an  agency  and  say,  'Hey,  who  buys 
national  radio  time?'  Nobody  did." 

Obstacles  only  encouraged  Pattiz. 
He  went  first  to  companies  he  knew 
from  his  television  days — consumer 
advertisers  eager  to  reach  his  prospec- 
tive audience  of  pop  and  soul  music 
fans.  When  Warner-Lambert  and 
Schlitz  Malt  Liquor  agreed  to  buy 
time,  Pattiz  hired  a  writer  and  spent  a 
year  putting  the  show  together.  "I  had 
a  couple  of  bucks  in  the  bank  and  a 
working  wife,"  he  explains. 

Then  came  the  third  sell.  Pattiz 
convinced  over  200  stations  to  carry 
his  show,  "The  Sound  Of  Motown." 
What  attracted  them?  Pattiz  offered 


the  24-hour  program  for  free  if  a 
broadcaster  would  agree  to  include 
Pattiz'  presold  spots.  Since  these  mes- 
sages filled  only  60%  of  total  advertis- 
ing time,  a  tempting  40%  was  left 
over  for  profitable  local  advertising. 

"The  Sound  Of  Motown"  was  an 
instant  success,  grossing  a  cool 
$200,000.  Pattiz'  profits  weren't  huge, 
but  he  saw  the  potential.  When  the 
same  advertisers  wanted  more  pro- 
gramming, he  set  up  Westwood  One, 
named  after  his  Los  Angeles  neighbor- 
hood. Today,  ten  years  later,  it  is  the 
nation's  largest  producer  of  sponsored 
radio  programs. 

Westwood  has  150  employees  and 
churns  out  26  regularly  scheduled  se- 
ries that  range  from  90-second  short 
features  to  three-hour  concerts.  Pattiz 
also  deals  in  everything  from  hard 
rock  to  classical.  His  programs  go  to 
over  3,300  radio  stations,  increasingly 
by  satellite.  Revenues  should  be  $12.5 
million  for  the  fiscal  year  ending  next 
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Water,  water,  every  where . . . 


Drinking  water  is  a  vital  commodity  in  short  supply 
throughout  many  regions  of  the  world.  Yet  a  vast  reser- 
voir exists  in  the  form  of  sea -water,  which  covers  70.8% 
of  our  planet's  surface.  If  just  1%  of  the  oceans  were 
desalinated  and  purified,  man's  thirst  would  be  quenched 
for  the  next  1,000  years. 

That's  why  Krupp  has  developed  cost-effective  flash- 
evaporation  and  reverse  osmosis  processes.  Krupp-built 
desalination  plants  have  been  in  service  for  many  years, 
producing  potable  water  for  drought-prone  areas. 
Another  pacesetting  Krupp  technology. 


Engaged  in  industrial  plant  design  and  construction, 
electronics,  mechanical  engineering,  steel,  shipbuilding  and 
international  trade,  Krupp  offers  innovative  technology 
and  engineering  worldwide  that  can  stimulate  the  thirst 
for  future  growth. 
We  invite  you  to  drink  from  our  cup. 

For  further  information  please  write  to: 

Krupp  International,  Inc.,  550  Mamaroneck  Avenue, 

Harrison,  N.Y.  10  528,  Telephone  (914)  381-2000. 

Krupp.  A  tradition  of  progress. 


A KRUPP 


Introducing  the  most  powerfii 


The  new  IBM 
Personal  Computer  AT. 


Hold  on  to  your  hat. 

The  new  IBM  Personal  Computer  AT  ( for 
Advanced  Technology)  is  based  on  the  advanced 
80286  16-bit  microprocessor.  This  remarkable 
computer  will  run  many  of  the  programs  written   ' 
for  the  IBM  PC.  up  to  three  times  faster.  You'll  be 
able  to  recalculate  large  spreadsheets  in  seconds 
and  retrieve  files  in  a  flash. 

Its  got  the  power  (and  price)  to  surprise  you. 
In  many  ways. 

Compatibility,  expandability, 
networking  too. 

With  the  IBM  Disk  Operating  System,  the  IBM 
Personal  Computer  AT  can  use  many  programs 
from  the  fastest-growing  library  in  the  personal 
computer  software  industry. 

The  IBM  Personal  Computer  AT  is  also  available 
with  up  to  3  million  bytes  of  user  memory  to  run 
multiuser,  multitasking  operating  systems  such 
as  XENIX™.  Volume  upon  volume  of  information  is 
available  at  your  fingertips.  You  can  customize 
your  system  to  store  up  to  20.000  pages  of  infor- 
mation at  one  time.  And  its  keyboard  helps  you  use 
all  of  this  computing  power  more  easily. 

This  new  member  of  the  IBM  PC  Family  is  a 
powerful  stand-alone  computer  that  can  also  be 
both  the  primary  file  server  and  a  station  on  your 


network.  With  the  new  IBM  PC  Network  (which  is 

so  easy  to  connect  you  can  do  it  yourself),  the 

i 

IBM  Personal  Computer  AT  Specifications 


User  Memory 

256KB-3MB* 
Microprocessor 

16/24-bit  80286* 

Real  and  protected  modes* 

Auxiliary  Memory 

1.2MB  and  360KB  diskette 

drives* 
20MB  fixed  disk  drive* 
41.2MB  maximum  auxiliary 

memory* 
Keyboard 

Enlarged  enter  and  shift  keys 
84  keys 
10-foot  cord* 
Caps  lock,  num  lock  and  scroll 

lock  indicators 
Display  Screen 
IBM  Monochrome  and  Color 

Displays 
Operating  Systems 
DOS  3.0.  XENIX* 


Diagnostics 

Power-on  self-testing* 

Parity  checking* 

CMOS  configuration  table  with 

battery  backup* 
Languages 
BASIC.  Pascal.  FORTRAN, 

Macro  Assembler,  COBOL,  APL 
Printers 
Supports  attachment  of  serial 

and  parallel  devices 
Permanent  Memory 
(ROM)  64KB 

Clock/calendar  with  battery* 
Color/Graphics 
Text  mode 
Graphics  mode 
Communications 
RS-232-C  interface 
Networking 
High-performance,  high-capacity 

station  on  the  IBM  PC  Network* 


•Advanced  Features  for  Personal  Computers 


IBM  Personal  Computer  AT  can  share  information 
with  IBM  PCs,  PC/XTs  and  IBM  Portable  PCs. 

Get  a  hands-on.  hats-off 
demonstration. 

The  new  IBM  Personal  Computer  AT  has  the 
power,  compatibility  and  expandability  many  PC 
users  need,  at  a  very  appealing  price. 

For  more  information  contact  your  authorized 
IBM  PC  dealer.  IBM  Product  Center  or  IBM 
marketing  representative.  For  a  store  near  you 
call  1-800-447-4700.  In  Alaska  or  Hawaii  call 
1-800-447-0890.  -====  =m 


•ersonal  computer  IBM  has  ever  made. 


MIX  ,u  is  a  registered  trademark  of  Microsoft  Corporation. 


The  Up  &  Comers 


month,  and  earnings  should  exceed 
$1.9  million,  a  58%  gain. 

Even  though  Pattiz,  41,  now  lives  in 
Beverly  Hills  and  drives  a  Maserati, 
his  troubles  aren't  over.  While  he  can 
deliver  as  big  an  audience  as  network 
competitors,  Westwood  is  far  less 
profitable.  It  has  relatively  few  cus- 
tomers, and  Pattiz  gets  paid  well  in 
advance.  In  return,  advertisers  enjoy 
big  discounts.  Last  year,  for  instance, 
Westwood  One  charged  a  mere  35% 
of  maximum  network  rates. 

All  this  makes  for  dismal  compari- 
sons with  the  competition.  Although 
Westwood  now  sports  margins  of 
10%,  Pattiz  believes  this  figure  would 
more  than  double  if  he  could  charge 
even  70%  of  network  rates.  What  to 
do?  Pattiz  thinks  he  needs  more  sales- 
men and  sales  offices,  and  that  means 
going  public  to  raise  the  money  to 
expand. 

In  an  offering  underwritten  in  April 
by  Hambrecht  &  Quist,  investors  paid 
$14.50  per  share,  or  nearly  26  times 
earnings,  for  40%  of  Westwood  One. 
Roughly  half  the  proceeds  went  to  the 
company.  But  nearly  $7  million  went 
straight  to  Pattiz,  who  still  owns  over 
half  the  firm's  stock. 

With  its  new  cash,  Westwood  lured 
salesmen  from  the  competition.  Since 
program  production  costs  are  fixed, 
Pattiz  hopes  that  nearly  all  the  addi- 
tional revenue  they  generate  will  drop 
immediately  to  the  bottom  line.  Oth- 
ers are  skeptical:  "I  don't  think  the 
other  guys  are  totally  ignorant  of 
what's  going  on,"  says  an  analyst.  "If 
bigger  companies  decide  to  match 
Westwood  by  lowering  their  prices, 
even  temporarily,  it  will  have  trouble 
achieving  rapid  growth." 

For  the  moment,  investors  aren't 
worried.  Westwood  shares  now  >sell 
for  around  $20,  up  30%  in  five 
months.  One  reason,  Pattiz  thinks,  is 
that  flexibility  will  keep  his  programs 
popular,  even  if  he  can't  sell  on  price. 
"We  supply  radio  stations  more 
quickly  and  more  efficiently  than 
anybody  else,"  he  explains.  "We  don't 
set  trends.  We  follow  them." 

To  follow  more  efficiently,  Pattiz 
wants  to  produce  more  in-house 
shows  like  the  recent  "The  Rock 
Years:  Portrait  Of  An  Era."  More  than 
80%  of  this  52-hour  opus  came  from 
Westwood's  library  of  over  6,000 
hours  of  music  and  interviews.  The 
company  owns  this  material  outright 
and  can  recut  it  indefinitely.  Royal- 
ties get  paid — but  by  stations  that  air 
the  music,  not  Westwood.  As  a  result, 
"The  Rock  Years"  cost  almost  noth- 


ing to  make.  But  it  brought  in  more 
than  $500,000  in  revenues. 

Pattiz  also  aims  to  build  programs 
around  live  concerts.  Already,  he  has 
exclusive  radio  concert  deals  with  pop 
stars  like  Journey,  John  Cougar  and 
Fleetwood  Mac.  Westwood  can  usual- 
ly air  their  performances  for  free, 
since  record  companies  see  the  broad- 


casts as  good  promotion. 

These  days  Pattiz  says  he  regularly 
receives  lucrative  offers  to  buy 
Westwood  One,  but  insists  he  isn't 
interested.  He  remembers  what  it  was 
like  to  be  doing  a  great  job  selling  TV 
ads — right  up  until  the  day  they  fired 
him.  "This  isn't  a  job,"  says  Pattiz. 
"This  is  my  life."— Alex  Ben  Block 


Westwood  One  President  Norm  Pattiz 

He  doesn't  set  trends.  He  follows  them. 


JefTCorwin 
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Metropolitan  Life 
serves  68  of 
the  Fortune  top 
100  Companies. 

Over  two-thirds  of  America's  largest  corpo- 
rations have  demonstrated  their  confidence 
in  Metropolitan  Life. 

They  count  on  us  for  group  insurance 
plans,  administrative  services  or  pension 
asset  management.  They  depend  on  our 
innovation  and  efficiency.  And  they  know 
Metropolitan  Life  has  the  financial  strength 
to  stay  with  them  long  into  the  future. 

In  fact,  27  of  these  major  corporations 
have  been  Metropolitan  Life  clients  for  over 
25  years. 

It's  really  notsurprising.Afterall,  America's 
leading  corporations  know  howto  recognize 
a  leader. 

Metropolitan  Life 

AND  AFFILIATED  COMPANIES 


©  1984MetropolitanlifelnsuranceCompany,N.Y.,N.Y. 


The  Funds 


For  the  eagle-eyed  mutual  fund  buyer, 
there  are  tax  breaks  to  be  had  and  costly 
hidden  tax  liabilities  to  avoid. 


Silver  linings 


By  Laura  R.  Walbert 


Poor  past  performance  is  enough  to 
scare  most  investors  away  from  a  mu- 
tual fund.  But  there  is  a  redeeming 
feature  to  yesterday's  losers.  They 
may  have  unused  tax  losses  that  can 
shelter  tomorrow's  gains.  The  con- 
verse is  true,  too.  Yesterday's  winning 
funds  may  have  built-in  tax  liabilities 
that  the  fund  shopper  is  unaware  of. 

The  key  is  the  difference  between 
the  fund's  cost  for  its  securities  and 
their  market  value.  Say  a  fund  bought 
10,000  shares  of  IBM  three  years  ago 
at  60,  and  still  owns  them.  Since  IBM 
has  doubled,  the  fund  has  $600,000  in 
unrealized  appreciation.  Fundholders 
since  1981  have  done  well.  But  for 


investors  buying  the  fund  today,  un- 
realized appreciation  is  a  looming  tax 
bill.  If  the  fund  sells  the  IBM  now, 
90%  of  the  gain  must  be  paid  out  to 
shareholders,  who  will  owe  long-term 
capital  gains  tax  on  the  distribution. 

That  means  paying  tax  on  a  gain  the 
investor  did  not  enjoy.  And  that  is 
why  the  market  discounts  closed-end 
funds  with  significant  unrealized  ap- 
preciation. Baker,  Fentress  &  Co., 
with  unrealized  gains  equal  to  69%  of 
assets  as  of  June  30,  recently  traded  at 
a  13%  discount  to  net  asset  value. 

To  be  sure,  if  the  fund's  turnover  is 
low,  it  may  be  a  while  before  gains 
become  taxable.  And  true,  the  inves- 
tor is  not  paying  any  additional  taxes, 
only  paying  them  sooner.  Suppose  an 


The  beautiful  and  the  ugly 


Funds  with  good  recent  performance  and  low  turnover  can  have  undesira- 
ble built-in  capital  gains  tax  liabilities.  Bad  funds  often  have  built-in  tax 
benefits.  Daring  folk  might  buy1  the  losers  and  hope  for  a  turnaround. 


Fund 


Assets       Unrealized   Unrealized   Loss  carry- 
6/30/84          apprec           deprec          forward 
(millions)       %  of  assets 


Performance* 
in  UP        in  DOWN 
market  market 


Founders  Mutual  Fund       $133.1' 


76% 


Baker,  Fentress  &  Co2 


301.3 


69 


Century  Shares  Trust 


65.5 


66 


Growth  Industry  Shares         59.4 


52 


State  Street  Invest  Corp       434  9 


51 


Mairs  &  Power  Growth 


16.8 


49 


Sherman,  Dean  Fund 


4.13 


42% 


15% 


Sigma  Income  Shares 


16.6 


31 


Northeast  Investors  Tr 


166.8' 


15 


13 


Manhattan  Fund 


69.1 


14 


'As  of  3/31/84.     2Closed-end  fund.     3As  of  8/31/84.     ^Bond  and  preferred  stock  fund,  not  rated. 
*Based  on  consistency  of  ten-year  record.  Does  not  necessarily  reflect  recent  performance. 


investor  bought  1,000  shares  of  Mairs 
&  Power  Growth  Fund  last  December 
for  $21,520.  By  June  the  shares  had 
dropped  in  value  to  $18,560,  although 
in  the  meantime  he  had  received  a 
$760  capital  gains  distribution.  Even 
though  he  lost  money,  tax  is  due  on 
the  $760  next  April.  His  Mairs  stock 
is  worth  $760  less  than  if  it  hadn't 
made  the  payout,  which  will  save  him 
some  tax  when  he  sells  the  shares.  But 
that  saving  may  be  a  decade  away. 

The  flip  side  of  the  equation  is  a 
fund  with  a  lot  of  underwater  posi- 
tions when  the  investor  buys  in.  Sell- 
ing those  positions  gives  the  fund 
losses  that  either  offset  gains  realized 
the  same  year  or  are  used  later  as  tax- 
loss  carryforwards.  (Loss  carryfor- 
wards are  good  for  eight  years.)  Losses 
were  one  reason  Neuberger  &  Berman 
Management  took  over  the  ill-fated 
Manhattan  Fund  in  1979.  Investors 
who  bought  into  the  fund  then  have 
enjoyed  a  140%  growth  in  net  asset 
value  to  date,  without  having  to  pay 
capital  gains  taxes. 

The  tiny  Sherman,  Dean  Fund  has  a 
combined  unrealized  depreciation 
and  tax-loss  cushion  totaling  57%  of 
assets.  In  the  past  ten  years,  the  fund 
has  made  only  one  capital  gains  distri- 
bution. Boasts  Walter  Sherman,  "One 
of  the  reasons  I  like  this  so  much  is  we 
own  a  lot  of  shares  in  the  fund." 

Tax  losses  are  only  generated  from 
real  losses,  so  they  usually  go  hand-in- 
hand  with  inept  portfolio  manage- 
ment. But  for  the  investor  who  figures 
the  rough  roads  are  past,  a  fund  with  a 
tax  loss  means  extra  bang  for  the 
buck.  Says  Gerald  Perritt,  president  of 
Investment  Information  Service  in 
Chicago,  "It's  the  greatest  thing  in  the 
world.  You  lost  money  yesterday  and  I 
pick  up  all  your  losses  today." 

A  different  sort  of  bargain  may  be 
Capital  Southwest  Corp.,  a  venture 
capital  fund  with  some  operating  sub- 
sidiaries. Explains  Treasurer  J.  Bruce 
Duty,  "The  trick  is  to  group  our  cap- 
ital gains  in  a  given  year,  get  regulated 
investment  company  qualification 
and  pass  through  gains  to  sharehold- 
ers tax-free.  In  other  years  we  would 
be  taxed  as  a  corporation,  try  not  to 
realize  capital  gains  and  get  the  bene- 
fit of  our  subsidiaries'  operating 
losses."  Since  Capital  does  not  regu- 
larly distribute  gains,  SEC  rules  re- 
quire it  to  discount  its  net  asset  value 
for  those  taxes  due  if  all  portfolio 
gains  were  realized  immediately.  But 
those  taxes  probably  won't  be  paid  for 
years.  At  its  fiscal  year-end  in  March, 
Capital's  pretax  net  asset  value  was 
$23.43,  its  stated  net  asset  value  was 
$19.78  and  its  market  price  was  $15. 
Quite  a  deal.  ■ 
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Real  Estate  Finandn 


by  Harvey  Shapiro 


W 


hen  General  Growth  Properties 
sold  19  Midwestern  shopping 
centers  to  the  Equitable  Life 
Assurance  Society  for  $700  mil- 
lion earlier  this  year,  the  transaction  said 
a  good  deal  about  the  major  trends  in 
commercial  real  estate  financing.  It  was 
thought  to  be  the  largest  real  estate  trans- 
action in  the  U.S.,  and  it  also  reflected  the 
changing  roles  being  played  in  real  estate 
financing.  The  seller,  General  Growth 
Properties,  was  a  real  estate  investment 
trust  that  viewed  the  transaction  as  a  step 
toward  liquidation.  The  buyer,  Equitable, 
was  a  life  insurance  company  well  along  on 
its  transition  from  a  mortgage  lender  to  a 
major  owner  and  manager  of  real  estate. 

"There  are  monumental  changes  taking 
place  in  commercial  real  estate  finance," 
notes  David  Bick,  vice  president  of 
Salomon  Brothers.  For  many  years,  real 
estate  financing  patterns  were  fairly  stan- 
dardized: Developers  tended  to  be  small, 
highly  entrepreneurial  and  frequently  fam- 
ily owned  firms  which  operated  in  a  few 
localities.  They  obtained  short-term  con- 
struction financing  from  commercial  banks 
and  then  sought  long-term  financing  from 
life  insurance  companies  and  mutual  sav- 
ings banks  in  the  form  of  30-year,  fixed- 
rate  mortgages. 

"That  pattern  has  changed  substan- 
tially, and  financing  has  become  much 
more  varied,"  says  John  S.  Lillard,  presi- 
dent of  JMB  Institutional  Realty  Corp. 
The  providers  of  debt  and  equity  capital 
for  real  estate  are  changing  and  so  are  the 
ways  that  capital  is  provided. 

"The  changes  that  are  occurring  in  the 
financing  market  have  been  dictated  by 
changes  in  the  general  economy,"  notes 
John  R.  White,  chairman  of  Landauer 
Associates,  Inc.,  real  estate  counselors. 
The  critical  economic  changes  White  cites 
are  the  long-term  rise  in  inflation  rates  and 
the  resulting  pattern  of  high  and  volatile 
interest  rates. 

In  gauging  the  sweeping  transition 
which  has  occurred  in  real  estate  finance, 
White  says,  "If  you  want  to  pick  out  a 
starting  point,  I'd  go  as  far  back  as  1966, 
when  inflation  started  heating  up.  " 

As  inflation  mounted,  David  Bick  notes, 
"The  cost  of  building  skyrocketed,  so 
wider  pools  of  capital  had  to  be  tapped. " 
More  fundamentally,  real  estate  showed  a 
capacity  to  appreciate  faster  than  the  infla- 
tion rate. 


While  it  was  becoming  clear  that  owning 
real  estate  was  a  good  investment,  making 
long-term,  fixed-rate  loans  on  it  seemed 
increasingly  less  attractive.  In  an  era 
when  the  prime  rate  has  risen  or  fallen  10 
percentage  points  in  a  single  year,  it  has 
become  increasingly  difficult  to  put  the 
right  price  on  a  30-year  loan. 

As  a  result,  David  Bick  of  Salomon 
Brothers  adds,  "We're  seeing  a  major 
change  in  the  role  of  the  lender.  They've 
moved  from  being  a  pure  lender  to  a  joint 
venture  partner  to  being  a  developer. " 
New  institutional  sources  of  equity  capital 
are  emerging,  he  adds,  while  individual 
investors  have  increasingly  been  operat- 
ing through  real  estate  syndications,  all  of 
which  have  diminished  the  role  of  the  clas- 
sical lone  wolf  real  estate  entrepreneur. 

These  important  changes  are  reflected 
in  the  activities  of  life  insurance  compa- 
nies, once  a  principal  source  of  long-term- 
fixed-rate  mortgage  loans.  At  Equitable 
Life,  George  R.  Peacock,  who  is  chairman 
of  Equitable  Real  Estate  Investment  Man- 
agement Co. ,  says,  "We've  shortened  the 
duration  of  our  fixed-rate  mortgages.  At 
one  time  we  had  a  30-  or  35-year  term  on 
those  things.  Today  a  long-term  mortgage 
is  a  10-year  mortgage.  And  besides  short- 
ening the  term,  another  thing  that  we  do 
is  to  put  in  some  sort  of  inflation  protec- 
tive device.  This  may  be  a  convertible 
mortgage,  which  is  convertible  into  equity 
at  the  option  of  the  lender,  or,  more 
commonly,  it  may  be  a  participating  mort- 
gage, in  which  you  get  your  fixed  interest 
rate  plus  a  share  of  the  property's  cash 
flow  or  profits  under  some  formula. " 

Moreover,  Peacock  notes  that  Equitable 
"also  started  getting  into  real  estate  equity 
in  the  late  1960s  and  early  1970s. "  In 
fact,  Peacock  says,  "This  is  really  our 
main  thrust  today  at 
Equitable. We  lend 
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but  we  lend  money  almost  incidentally  to 
acquiring  an  ownership  position  or  an  eq- 
uity position  through  some  kind  of  kicker 
in  the  investment." 

Equitable 's  massive  acquisition  program 
began  picking  up  speed  around  1974,  and 
now,  Peacock  says,  the  company  owns 
more  than  $20  billion  worth  of  real  estate. 
"We  own  better  than  100  shopping  cen- 
ters; we  own  almost  25,000  hotel  rooms; 
we  own  40  million  square  feet  of  industrial 
property;  and  probably  close  to  60  million 
square  feet  of  office  space.  We're  one  of 
the  world's  major  landlords,"  Peacock 
says.  Equitable  started  out  making  equity 
investments  by  purchasing  existing  prop- 
erties, but  now  Peacock  says,  "We  are 
probably  more  tuned-in  to  develop- 
mental activities  than  we  are  to 
acquiring  existing  real  estate. 
We  still  do  both,  but  we 
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believe  that  bigger  profits  are  to  be  made 
in  developmental  activities  than  in  buying 
properties  retail. "  In  fact,  Equitable 
bought  a  limited  partnership  in  Tishman 
Speyer,  a  major  developer  in  1982,  and 
last  year  it  bought  50  percent  interests  in 
three  other  specialized  developers. 

Other  life  companies  are  also  becoming 
deeply  involved  in  developing  as  well  as 
owning  real  estate.  Prudential,  for  exam- 
ple, has  created  Forrestal  Greens, 
Gateway  Center,  the  Prudential  Business 
Campus  and  other  major  suburban  office 
developments;  Metropolitan  Life  has 
worked  closely  with  Metropolitan  Struc- 
tures, and  Aetna  Life  &  Casualty  has  also 
been  active  as  a  real  estate  developer. 

While  inflation  led  these  companies  into 
an  increasingly  pervasive  role  in  real  es- 
tate, Peacock  says  they're  finding  that  real 
estate  remains  a  highly  attractive  invest- 
ment when  inflation  levels  off.  It  offers 
regular  cash  flow  from  leases  and  oppor- 
tunities for  capital  appreciation. 

As  life  insurers  have  expanded  their  real 
estate  expertise,  they've  been  assuming  a 
leading  role  as  a  manager  and  advisor  for 
others.  Life  companies  have  formed  a 
variety  of  funds  which  invest  pools  of 
money  in  real  estate. 

But  life  insurers  aren't  the  only  ones 
dispensing  advice  on  real  estate  invest- 
ments. There  are  now  hundreds  of 
managers  and  advisors  who  have  emerged 
in  response  to  the  growing  array  of  funds 
offered  for  real  estate  investment.  The 
same  forces  that  have  altered  the  ap- 
proach of  life  insurance  companies  have 
also  drawn  three  major  newcomers  into 
real  estate  finance:  pension  funds,  foreign 
investors,  and  thrift  institutions. 

Perhaps  the  most  important  new  play- 
ers in  real  estate  finance  have  been  the 
nation's  pension  funds,  which  "have  been 
gradually  getting  their  feet  wet  in  this 
field,"  says  John  Lillard  of  JMB.  In  the 
past,  many  pension  funds  shied  away  from 
real  estate,  considering  it  too  complicated 
and  risky.  But  as  inflation  eroded  other 
assets,  real  estate  has  looked  to  be  worth 
the  trouble.  Moreover,  the  Employees 
Retirement  Income  Security  Act  of  1974 
seemed  to  provide  a  regulatory  blessing 
for  real  estate  investments. 

The  result  has  been  an  upsurge  in 
pension  fund  involvement  in  real  estate. 
Currently,  pension  funds  have  less  than 
five  percent  of  their  $800  billion  in  assets 
invested  in  real  estate,  but,  by  1990,  it  is 
estimated  that        ffl^^BL.  corporate 
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and  public  ^     jT       employee  pension 
funds  will  ^^r     each  put  another 
$10  billion  into  properties. 

Initially,  Lillard  says,  much  of  the  pen- 
sion money  has  gone  into  various 
commingled  funds  and  pools.  This  not  only 
provides  professional  management  but 
also  instant  diversification.  However, 
Borg- Warner  has  put  12  percent  of  its 
$420  million  pension  fund  in  direct  real 
estate  investments.  More  and  more  com- 
panies find  going  direct  often  brings  higher 
returns  and  greater  control  over  the  in- 
vestments. And  there  are  a  variety  of 
organizations  that  can  be  hired  to  handle 
the  selection  and  management  chores. 

While  some  pension  funds  make  mort- 
gage loans,  Lillard  says  a  substantial 
majority  of  those  investing  in  real  estate 
are  primarily  interested  in  equity  posi- 
tions. The  Ohio  State  Teachers 
Retirement  System,  for  example,  has 
three-quarters  of  its  $1.2  billion  in  real 
estate  assets  in  equities. 

A  few  funds  have  even  become  involved 
in  financing  new  developments.  The  $160 
million  Tampa  Police  and  Firefighters  Pen- 
sion Fund,  for  example,  bought  1700  acres 
in  North  Carolina  two  years  ago  and  has 
been  developing  an  industrial  park. 

Most  pension  funds  report  that  real 
estate  has  been  a  good  idea.  The  Frank 
Russell  Company's  analysis  of  pension 
fund  real  estate  holdings  valued  at  more 
than  $6  billion  showed  a  total  return  of 
13.3  percent  for  1983  and  15.5  percent  for 
the  five  years  since  1978. 

These  returns  have  also  led  foreign 
investors  to  become  important  players 
in  U.S.  commercial  real  estate  markets 
over  the  past  decade.  But,  John  White  of 
Landauer  Associates  adds  that  another 
reason  is  their  desire  "to  hedge  the  possi- 
bility of  unsettled  government  conditions 
at  home. "  Indeed,  White  says,  "There  has 
been  no  decline  in  the  flow  of  foreign  funds 
into  the  U.S.  for  real  estate  investment 
despite  the  strong  position  of  the  dollar  in 
the  last  few  years. " 

There  are  stories  of  real  estate  buying 
sprees  involving  wealthy  foreigners,  but, 
in  fact,  most  of  the  foreign  capital  coming 
into  U.S.  real  estate  is  institutional. 

Toronto-based  Olympia  &  York,  for  ex- 
ample, made  its  New  York  debut  in  1977 
when  it  bought  eight  buildings  for  $320 
million.  It  has  gone  on  to  become  the 
biggest  landlord  in  New  York  City  and  the 
largest  real  estate  developer  in  North 
America,  with  more  than  $2  billion  in  U.S. 
holdings.  Canada's  Cadillac-Fairview  has 
also  become  an  important  participant  in 
U.S.  real  estate  deals. 

Further  afield,  European  pension  funds 
and  life  insurance  companies  have  become 
deeply  involved  in  the  U.S.  real  estate 

market,  too.  The  American  Property 


A  small  part  of 

Salomon  Brothers'  oorrimitirierit 

to  commercial  real  estate. 


During  the  past  two  years,  our  total  involvement  in 

commercial  real  estate  has  made  Salomon  Brothers  a  leader 

in  the  securitization  of  this  market. 


Securitization  results  in: 

i  cost-effective  transactions 
increased  liquidity  for  investors 
new,  non-traditional  lenders  or 
purchasers — from  pension  funds 
to  corporations  to  foreign 
institutions 

secondary  markets  in  commercial 
mortgages 


Salomon  Brothers  has: 

i  originated  in  excess  of  $2  billion 

of  commercial  mortgages 
i  traded — as  principal — $1  billion 

of  commercial  mortgages  in  the 

secondary  market 
i  arranged  $500  million  of  equity 

investments  in  commercial 

property 


For  further  information,  please  call  J.  Steven  Manolis,  Robert  A.  Nau, 
or  Stephen  A.  Roth  at  212-747-7000. 


Salomon  Brothers  Inc 


One  New  York  Plaza,  New  York,  New  York  10004 

Atlanta,  Boston,  Chicago,  Dallas,  London  (affiliate),  Los  Angeles,  San  Francisco,  Tokyo  (affiliate). 

Member  of  Major  Securities  Commodities  Exchanges. 


Your  neighborhood.  Tower 
49  rises  with  its  own  special 
elegance  between  Fifth  and 
Madison  Avenues,  with  main 
entrances  on  both  48th  and 
49th  Streets.  You  can  count 
as  immediate  neighbors  more 
than  100  of  the  Fortune  500 
companies.  As  you  can  Grand 
Central,  Rockefeller  Center 
and  an  unparalleled  wealth  of 
banks,  hotels,  restaurants, 
and  brilliant  shopping  spots. 


WHAT'S  UP  IN 

MIDTOWN 
MANHATTAN? 

Tower  Forty-Nine.  It's  up,  it's  open,  and  it's  home 

to  The  First  Boston  Corporation  and  the 

international  Societe  Generale  de  Banque  S.  A.  Tower  49 

stands  ready  to  show  you  how  impressive  and 

essential  the  finest  space  in  such 

an  exclusive  midtown  location  can  be. 


Your  floor.  You  can  get  up  to 
12  corner  offices  per  floor. 
Each  floor  contains  approx- 
imately 15,000  square  feet  of 
column-free  space  affording 
total  flexibility.  You  plan  your 
space  to  suit  your  business, 
not  vice  versa.  Building  sys- 
tems are  available  on  a  24- 
hour,  7-day-a-week  basis. 
And  direct  electrical  metering 
means  you  only  pay  for  what 
you  use. 


First  impressions.  Tree- 
lined,  spacious  open-air 
plazas  usher  visitors  to  a 
spectacular  lobby  with  tall 
walls  of  rose  Carrara  marble 
and  Black  African  granite. 
Mahogany  paneled  state-of- 
the-art  elevators  wait  to 
whisk  visitors  to  your  floor. 


Security  is  a  good  con- 
cierge. You  have  24 -hour 
concierge  service  in  the  main 
lobby,  with  closed-circuit 
monitoring  of  all  elevators 
and  public  areas.  Coded  se- 
curity modules  in  the  ele- 
vators assure  your  safety  and 
security  after-hours.  Tower 
49  sports  the  latest  in  tech- 
nology, from  energy  manage- 
ment to  life  safety.  Tower  49 
is  one  beauty  with  brains! 


Ownership:  Solstead  Associates. 

c/o  Solomon  Equities,  Inc. 

400  Madison  Avenue 

New  York,  N.Y.  10017 

(212)  980-8808 

T49 

TOWER 

FORTY-NINE. 

THE 

MIRACLE  IN 

MIDTOWN. 


It  isn't  easy  to  find  a  prime 
investment  property  As  insti- 
tutional investors  make  com- 
mercial real  estate  an  integral  part 
of  their  portfolio  strategies,  the 
demand  for  investment-grade 
properties  increases  accordingly 

Locating  and  acquiring  these 
properties  has  become  a  highly 
specialized  business,  a  job  for  top 
professionals  only 

That's  where  we  come  in. 
Merrill  Lynch  Commercial  Real 
Estate.  If  real  estate  is  to  be  in 
your  portfolio,  we  have  the 
expertise  you  need.  From  the 
ground  up. 

We  handle  the  real  estate 
needs  of  major  institutions  the 
world  over.  We  can  buy  sell,  lease, 
finance,  manage,  appraise,  or 


It  takes  a  top 

investment  firm 

to  find 

a  top  investment 

property 


advise,  all  on  a  timely  and  confi- 
dential basis. 

Our  offices  cover  all  of  this 
country's  most  important  markets, 
with  advanced  office-to-office 
communications.  We  maintain  a 
national  database  of  property 
inventory  and  information,  so  that 
every  office  can  show  you  what's 
available  anywhere  in  the  country 

What's  more,  as  part  of  the 
Merrill  Lynch  family  of  financial 
services,  we  have  access  to  the 
capital  markets.  We  can  locate  the 
property  you  need  and  arrange  for 
the  equity  and  debt  as  well. 

So  if  you're  thinking  of  real 
estate  as  an  investment,  think  of 
the  name  that's  synonymous 
with  investments  of  any  kind. 

Think  Merrill  Lynch. 


©Merrill  lynch  Realty  Commercial  Services,  Inc.  1984 


Merrill  Lynch  Commercial  Real  Estate 

Merrill  Lynch 


Atlanta  •  Baltimore  •  Chicago  •  Dallas  •  Los  Angeles  •  Miami  •  Newport  Beach  •  New  York  City*  Orlando 
Phoenix  •  San  Diego  •  San  Francisco  •  Stamford  'Tampa  'Washington,  DC. 


How  JLW  meets 
corporate  real  estate  needs 
in  the  U.S.  and  worldwide 
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e're  bringing  to  cor- 
porations a  new,  integrated 
approach  to  real  estate  ser- 
vices: top  professionals  in 
every  discipline,  working  as  a 
team,  throughout  the  U.S. 
and  the  world. 

There  isn't  any  corporate 
real  estate  requirement  that 
we  can't  help  you  meet  more 
effectively:  leasing,  property 
management,  development/ 
project  management,  financ- 
ing/sales, acquisition,  strate- 
gic planning. 

We  will  attack  your 
problem  with  the  special 
teamwork  that's  the  Jones 
Lang  Wootton  hallmark - 
putting  at  your  disposal  a 
highly-skilled  and  experi- 
enced organization  of  15  part- 
ners and  180  staff  in  6  U.S. 
offices  and  150  partners  and 


1,500  staff  in  40  offices 
worldwide. 

Call  James  Austrian  at 
(212)  688-8181,  Larry  Baucom 


at  (202)  331-8450  or  a  partner 
in  any  JLW  office.  Let's  talk 
about  putting  our  team  on 
your  team. 


Jones  Lang 


New  York      Los  Angeles      Houston      Washington      San  Francisco 
40  offices  worldwide 
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Trust,  for  example,  is  a  pool  that  has 
invested  British  pension  monies  in  every- 
thing from  the  Northridge  Shopping 
Center  near  Los  Angeles  to  an  office 
building  in  Albany,  New  York. 

John  White  says,  "Whereas  the  UK,  and 
particularly  the  Germans  and  the  Dutch 
have  been  in  the  forefront  so  far,  we  see 
very  strong  evidence  that  the  Japanese 
will  be  coming  into  the  American  real 
estate  market  in  full  force." 

Foreign  investors  "first  tended  to  favor 
the  growth  areas — the  South  and  South- 
west," White  says.  But  as  they  have 
become  increasingly  familiar  with  the 
U.S.,  many  foreign  investors  are  betting 
that  a  U.S.  economic  recovery  will  boost 
the  value  of  real  estate  in  depressed  por- 
tions of  the  Midwest  and  Northeast. 

The  other  new  players  in  U.S.  commer- 
cial real  estate  markets  are  U.S.  thrift 
institutions,  which  have  a  trillion  dollars  in 
assets.  The  nation's  500  mutual  savings 
banks,  concentrated  in  the  Northeast  and 
Midwest,  always  made  commercial  mort- 
gages. But  now  the  3500  savings  and  loan 
associations  are  no  longer  limited  to  single 
family  homes.  The  Garn-St.  Germain  De- 
pository Institutions  Deregulation  Act  of 
1982  eased  lending  restrictions  on  thrifts, 
and  now,  says  Howard  Jaskol,  vice  presi- 
dent of  Beverly  Hills  Savings  &  Loan,  "I 
think  most  S  &  L's  are  very  heavily  in- 
volved in  non-residential  lending. " 

Because  non-residential  lending  is  a 
new  field  for  many  thrifts,  Jaskol  says, 
"What  most  savings  and  loans  have  done 
is  go  out  and  staff  themselves  with  people 
who  had  mortgage  banking  experience. " 

Thrifts  were  once  neighborhood  institu- 
tions, both  in  terms  of  gathering  deposits 
and  making  loans.  But  Beverly  Hills  Sav- 
ings, for  example,  now  has  a  real  estate 
finance  subsidiary  with  offices  in  Atlanta, 
Houston,  Denver,  and  San  Francisco 
as  well  as  in  Southern  California.  Similarly, 
Home  Federal  Savings  &  Loan  of  San 
Diego  has  formed  Nationwide  Capital 
based  in  Rosslyn,  Virginia,  to  do  real  estate 
finance  on  a  national  basis.  The  firm  ex- 
pects to  invest  $1  billion  in  1984. 

Thrifts  are  increasingly  working  in  con- 
junction with  one  another  in  commercial 
real  estate.  First  Federal  of  Arizona,  for 
example,  arranged  a  $328  million  financing 
for  the  Times  Square  hotel  being  built  by 
Marriott  by  syndicating  the  loan  among 
eleven  thrifts  around  the  country. 

Thrifts  are  also  moving  into  real  estate 
development.The    «"  Broadview 
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Savings  &  Loan  of  Cleveland,  for  example, 
is  a  partner  in  a  $33  million  project  to 
convert  a  former  Manhattan  school  into 
condominiums.  And  elsewhere  across  the 
country,  thrifts  are  visible  in  all  phases  of 
commercial  real  estate  finance. 

Commercial  banks  may  join  them  in 
some  ways.  Last  year  the  U.S.  Comptrol- 
ler of  the  Currency  eliminated  a  number  of 
restrictions  on  real  estate  loans  by  na- 
tional banks.  And  this  summer,  New  York 
changed  its  rules  to  allow  state-chartered 
banks  to  invest  up  to  five  percent  of  their 
assets  in  real  estate  development  and 
ownership. 

As  financial  institutions  play  more  active 
and  varied  roles  in  real  estate  finance, 
what  about  the  individual  investor?  While 
institutions  have  always  provided  debt 
capital  for  real  estate,  individuals  were 
once  the  major  source  of  equity.  They're 
still  going  to  be  important,  but  increas- 
ingly their  funds  are  flowing  through 
syndications. 

Last  year,  according  to  Stanley  Perla, 
partner  in  charge  of  real  estate  in  the 
New  York  office  of  Ernst  &  Whinney,  pub- 
lic real  estate  syndications  raised  approxi- 
mately $5  billion  in  equity  capital,  and 
private  deals  raised  about  three  times 
that  amount. 

For  many  of  those  buying  limited  part- 
nerships, sheltering  income  from  taxes 
was  a  major  source  of  their  interest  in  real 
estate.  Consequently,  the  recent  changes 
in  real  estate  accounting  and  depreciation 
contained  in  the  1984  tax  reforms  raised 
real  questions  about  syndications.  But  not 
much  will  happen,  Perla  says:  "The  public 
deals  always  dealt  in  economics;  they 
were  not  big  tax  writeoff  deals  generally, 
so  they  in  no  way  will  be  affected 
significantly. " 

Many  of  the  private  placements  were 
more  tax-oriented,  however,  and  Perla 
says  the  new  rules  will  sharply  restrict 
them.  While  the  investor  who  wanted  to 
shelter  income  will  find  real  estate  syn- 
dications less  attractive,  Perla  says,  "I 
think  there's  still  a  fascination  with  real 
estate  on  the  part  of  the  small  investor, 
and  he's  still  going  to  buy  into  syndications 
because  that's  his  only  way  to  get  into  the 
market. "  As  a  result  he  forecasts  a  slow- 
down in  the  rapid  growth  of  syndications, 
"but  that's  all." 

The  new  financing  picture  emerging  in 
commercial  real  estate  is  one  in  which 
there  is  not  only  a  bigger,  more  truly 
national  marketplace,  but  also  more  of  a 
trading  mentality.  That's  certainly  the  case 
at  many  thrifts,  which  increasingly  view 
themselves  as  mortgage  bankers,  orig- 
inating loans  and  then  selling  them  to 
others.  At  Beverly  Hills  Savings,  Jaskol 
says,  "The  basic  philosophy  on  a  loan  is 

not  to  keep  it  in  the  portfolio  but  to 


generate    "^ajF      fee  income. " 

Life         ^^      insurance  companies 
remain  less  trading  oriented,  but  Equitable 's 
Peacock  says,"If  we  see  a  proper  incentive 
to  sell  one  of  our  investments,  we're  going 
to  do  it.  We  have  a  program  to  actively 
manage  our  portfolio. " 

But  if  everybody's  trying  to  sell  proper- 
ties, who's  going  to  buy  them?  "I  think 
there  are  always  new  people  coming  into 
the  market  who  want  to  buy  in-place 
profitable  real  estate,"  Peacock  says.  But 
more  importantly,  "there's  a  reason  in  a 
property's  life  cycle  which  makes  new 
ownership  conductive  for  tax  purposes, " 
Peacock  explains:  "After  you've  used  your 
depreciation  down  to  a  certain  point,  its 
probably  worth  your  while  as  an  investor 
to  sell  it  and  then  go  out  and  buy  another 
one  just  like  it  and  start  all  over  again." 

To  accommodate  this  increased  trading 
activity,  however,  new  instruments  and 
mechanisms  are  being  tailored  to  meet 
the  needs  of  investors.  James  Lynn  of 
Salomon  Brothers  talks  about  this  as  the 
"securitization"  of  the  real  estate  finance. 
The  concept  of  mortgage-backed  securi- 
ties, which  have  dramatically  broadened 
the  secondary  market  for  single  family 
mortgages,  is  now  being  re-engineered 
for  the  commercial  market. 

It's  not  surprising  that  this  securitiza- 
tion process  has  been  accompanied  by  a 
growing  Wall  Street  involvement  in  com- 
mercial real  estate  financing.  "What's 
really  going  on, "  says  Salomon's  James 
Lynn,  "is  the  connecting-up  of  the  real 
estate  industry  with  the  traditional  capital 
market  participants." 

That  step  is  required,  says  Salomon's 
David  Bick  because,  "The  amount  of  cap- 
ital going  into  real  estate  investment  has 
vastly  expanded  in  the  last  five  years,  and 
there's  been  a  tremendous  broadening  of 
the  capital  base. "  As  the  size  of  the 
market  and  the  number  of  participants 
have  grown,  there's  a  growing  need  for 
instruments  and  mechanisms  to  link  the 
providers  and  users  of  real  estate  capital. 
"A  new  order  is  emerging  in  real  estate 
financing, "  notes  Sigmund  Pfeiffer  of 
Helmsley-Spear.  "It's  still  in  the  process 
of  sorting  itself  out,  but  it  will  have  the 
capacity  to  meet  the  industry's  need  to 
marshall  larger  sums  and  to  shoulder  dif- 
ferent kinds  of  risks  than  in  the  past.  "■ 


Harvey  Shapiro  is\a  writer  and  consultant 
in  New  York  City.  He  has  written  for  the 
New  York  Times,  Institutional  Investor 
and  other  major  publications.  He  has  also 
been  a  consultant  on  urban  economic 
development. 
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SCI  Systems  of  Alabama  is  making  its  for- 
tune on  circuit  boards  for  IBM.  Quality 
work  and  low  labor  costs  are  its  strengths, 
but  in  that  game  you  are  only  as  good 
as  your  last  contract. 

Riding  the  tiger 


By  Barry  Stavro 


Only  five  years  ago  SCI  Sys- 
tems, Inc.  of  Huntsville,  Ala. 
was  another  sleepy  aerospace 
contractor  with  sales  of  $37  million 
and  profits  of  less  than  $1.5  million. 
By  fiscal  1983  SCI's  sales  had  hit  $183 
million,  and  profits 
pushed  past  $6  million. 
For  the  year  ended  June  30 
sales  were  $437  million, 
and  profits  were  up  to 
$11.5  million,  or  91  cents 
a  share,  with  another  jum- 
bo gain  expected  this  year. 

Why  this  awesome 
growth?  Simple.  SCI  is 
riding  the  IBM  tiger,  put- 
ting together  circuit 
boards  for  its  famous  PC. 
Remember,  when  IBM 
went  to  war  with  Apple 
Computer  in  1981,  intro- 
ducing the  personal  com- 
puter, it  turned  to  outside 
contractors  to  get  a  fast 
start.  SCI  won  a  $30  mil- 
lion contract  to  build  the 
first  batch  of  circuit 
boards.  "The  IBM  PC 
came  on  like  a  steamroll- 
er," says  Eugene  Sapp,  SCI 
president.  IBM  shipped 
100,000  units  in  1981  and 

a  likely  2.3  million  this     

year.  SCI  rolled  with  it. 

SCI  wins  its  subassembly  contracts 
because  it  does  high-quality  work — 
about  one  failure  per  50,000  assem- 
blies— and  because  at  about  $12  an 
hour  in  wages  and  benefits  its  labor 
costs  are  probably  half  IBM's. 

Sure,  contract  manufacturing  isn't 
a  very  glamorous  or  secure  business. 
SCI's  circuit  boards  earn  only  about 
6%  pretax,  and  formal  job  contracts 
run  for  only  12  to  18  months  at  a  time. 


But  this  is  Alabama,  and  it's  better 
than  picking  cotton.  "We  have  a  le- 
gitimate function  to  play  as  a  team 
member,"  says  Olin  King,  SCI's  chair- 
man and  one  of  the  founders.  "It 
doesn't  bother  us  that  we're  not  the 
quarterback.  We're  perfectly  happy  to 
be  the  blocking  guard  as  long  as  the 


go  to  firms  like  Digital  Equipment 
Corp.  or  Hewlett-Packard  and  make 
the  case  that  SCI  can  be  their  world- 
wide source  for  electronics  subcon- 
tracts and  thus  grab  some  of  their 
offshore  business,  or  IBM's,  for  that 
matter.  King  already  has  a  circuit 
board  contract  from  IBM  for  his  new 
Scottish  plant,  which  he  says  will  do 
$100  million  in  volume  next  year. 

SCI  isn't  abandoning  Alabama. 
With  4,400  employees,  it  is  the  big- 
gest employer  in  the  greater  Hunts- 
ville area  (pop.  197,000),  and  built  a 
new  plant  in  the  nearby  town  of  Arab 
to  turn  out  more  boards  for  the  IBM 
PC  and  PC  XT  models.  This  is  north- 
ern Alabama,  the  tail  end  of  the  Appa- 
lachian Mountains.  Cotton  farming 
once  dominated  the  red  clay  soil.  But 
cotton  is  giving  way  to  soybeans,  and 
both  are  giving  ground  to  electronics. 
Living  and  labor  costs  are  reasonable 
here,  but  that  could  change. 

"There  have  been  passes  at  us  by 
the  Steel  Workers,  Communications 
Workers  of  America  and  the  Team- 
sters," King  says.  "While  I  expect  to 
remain  union-free  in  the  U.S.,  should 


SCI  Chairman  Olin  King  with  one  of  his  circuit  boards 
"I  used  to  envy  those  Silicon  Valley  types." 


team  wins.  We  all  get  a  drink  of  cham- 
pagne in  the  locker  room." 

In  this  business,  though,  you're 
only  as  good  as  your  last  contract. 
Which  means  the  hustling  for  busi- 
ness never  stops.  SCI  has  invested  $50 
million  in  new  electronics  assembly 
plants  in  Singapore  and  Scotland. 
With  them  King  figures  to  tap  into  the 
semiconductor  pools  of  Europe,  or 
Asia  where  prices  can  run  20% 
cheaper  than  in  the  U.S.  Then  he  can 


there  be  a  problem,  I'd  be  very  com- 
fortable having  outside  plants.  You 
might  say  they  are  insurance,"  he  says 
(see  box,  p.  184).  Labor  costs  at  his 
Singapore  plant  will  run  about  $3  an 
hour  against  the  $12  in  Alabama. 

King,  a  veteran  of  Wernher  von 
Braun's  Army  rocket  center  in  Hunts- 
ville, and  two  friends  started  the  com- 
pany in  1961.  "We  put  our  life  savings 
in  a  hat  one  night  and  came  up  with 
$21,000,"  he  says.  They  also  raised  a 
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There's  always  somewhere  to  run 


Last  fall,  after  Atari's  videogame 
I  and  home  computer  division  in 
Silicon  Valley  fired  1,700  assembly 
workers  and  moved  their  jobs  to 
Taiwan  and  Hong  Kong,  the  Gla- 
ziers and  Glassworkers  Union 
sought  to  organize  the  remaining 
179  Atari  production  workers.  The 
union  lost  in  a  subsequent  vote  by 
nearly  5  to  1.  It  didn't  matter. 
Within  six  months  nearly  all  those 
survivors  were  laid  off,  too. 

"With  the  computer  shakeout 
under  way,  the  next  two  to  four 
years  will  really  tell  the  tale,"  says 
Glaziers  organizer  Ed  Jones. 
"There's  a  feeling  among  produc- 
tion workers  that  job  security  isn't 
assured." 

If  Jones  is  right,  that  should  be 
good  for  the  unions.  But  it  will  be 
no  easy  sell.  Workers  read  the  pa- 
pers, too.  Labor  costs — that's  pay 
plus  benefits  like  pensions  and 
Blue  Cross  and  vacations  and  So- 
cial Security — run  past  $20  an  hour 
in  companies  like  IBM  and  $12'  in 
companies  like  SCI  in  Alabama, 
but  they  are  around  $3  an  hour  in 
the  Orient. 

The  American  Electronics  Asso- 
ciation says  that  only  5%  of  738 
member  manufacturers  polled  two 
years  ago  were  unionized.  Most 
computer  final  assembly  is  still 
done  in  the  U.S.,  but  there's  a 
growing  trend  to  offshore  parts 
manufacturing:  38%  of  Apple's 
manufacturing  work  force  is  over- 
seas, in  Singapore  and  Ireland,  and 
24  of  IBM's  43  manufacturing 
plants  are  outside  the  U.S. 

"You'll  gradually  see  further  ero- 
sion of  the  manufacturing  base," 
says  Chase  Econometrics  chair- 
man and  chief  economist,  Law- 


rence Chimerine.  "There  is  already 
a  labor  cost  advantage  overseas. 
And  the  longer  the  dollar  stays 
overvalued,  the  more  companies 
will  shift  overseas.  And  it  will 
make  it  more  difficult  for  that  base 
to  shift  back  later." 

It's  hard  to  tell  where  it  will  end. 
There's  an  old  story  of  Walter  Reu- 
ther,  the  famous  auto  union  leader, 


touring  a  Ford  engine  plant  many 
years  ago.  The  new  equipment  was 
punching  out  engines  with  hardly 
a  worker  in  sight.  A  Ford  engineer 
said,  "You  know,  not  one  of  those 
machines  pays  dues  to  the  UAW." 
To  which  Walter  Reuther,  always 
at  the  ready,  snapped  back:  "And 
not  one  of  them  buys  new  Ford 
cars,  either." — B.S. 


SCI's  manufacturing  plant  in  Huntsville,  Ala. 

The  job  costs  $12  an  hour  in  Alabama,  but  $3  in  Asia. 


paltry  $300,000  in  venture  capital.  It 
would  be  pleasant  to  report  that  SCI 
was  an  instant  success,  but  it  wasn't. 
"I  used  to  envy  those  Silicon  Valley 
types  who  could  get  $20  million  in 
venture  capital.  But  after  watching  so 
many  of  them  blow  those  checks,  I'm 
not  sorry  anymore,"  King  says. 

He  and  his  team  had  20  years'  expe- 
rience building  sophisticated, 
mustn't-fail  electronics  systems  for 
the  Saturn  rocket  used  in  the  Apollo 
moon  mission  as  well  as  cockpit  con- 
trols for  the  F-15  fighter  plane,  but  it 
wasn't  until  1976  that  it  gained  a  foot- 
hold in  broader,  commercial  markets. 
That  year  it  won  a  small  contract 
from  IBM  for  subassemblies  for  IBM 


desktop  terminals  that  tie  into  main- 
frame computers.  Then  came  the  PC. 

SCI's  stock  is  down  from  its  high 
bounce  to  30  last  year  but,  at  19,  is 
handsomely  above  the  $  1 .50  a  share  of 
1979.  Long-term  debt  is  up  to  $78 
million,  compared  with  $14  million 
two  years  ago,  but  not  burdensome 
considering  sales  and  profit  gains. 

If  there's  a  trouble,  it  is  that  IBM 
tiger.  SCI's  backlog  is  $535  million, 
but  IBM  accounted  for  60%  of  the 
company's  sales  the  past  two  years. 
IBM  could  always  move  work  in- 
house,  pass  it  to  someone  else  or  seek 
to  squeeze  margins. 

So  King  is  reinvesting  profits  in 
broadening  the  base.  This  summer, 


for  example,  SCI  introduced  its  own 
line  of  microcomputers,  in  the  $8,000 
price  range,  selling  them  to  larger 
companies  like  Kodak  who  will  slap 
on  their  own  nameplate.  That's  up  to 
20%  pretax  business,  and  King  hopes 
to  build  computer  sales  to  $25  million 
within  a  couple  years.  "With  higher 
margins  we'll  get  control  over  our 
own  destiny,"  he  says. 

SCI  is  no  overnight  success,  but 
King  and  his  associates  have  built  sol- 
idly. The  risk  is  that  dependency  on 
IBM.  "I'd  prefer  the  [IBM]  number  to 
be  smaller  than  it  is  now,"  King  says. 
"But  not  badly  enough  to  cancel 
IBM's  business."  It  is  written:  He  who 
rides  a  tiger  dare  not  dismount.  ■ 
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How  a  Fast-Moving  Insurance 
Company  Won  the  Acquisitions  Race 
in  Record-Breaking  Time. 

American  General  had  an  ambitious 
acquisitions  strategy.  And  they  knew  the 
advantages  of  moving  fast.  Because  in 
the  changing  insurance  industry,  growth 
through  acquisition  can  provide  a  critical 
competitive  edge.  So  when  First  Boston's 
merger  and  acquisition  team  first  called 
on  Harold  Hook,  American  General's 
Chairman  and  CEO,  the  race  to  become 
one  of  the  world's  largest  insurance  and 
financial  giants  moved  into  high  gear. 

The  result:  in  just  fifteen  months, 
American  General,  with  the  help  of  First 
Boston,  completed  the  two  largest  life 
insurance  acquisitions  ever  and  moved 
into  the  forefront  of  the  industry. 

The  first  acquisition  was  NLT.  The 
First  Boston  team  helped  American 
General  acquire  a  company  that,  at  the 
time,  was  almost  equal  to  its  own  size. 
Financing  for  this  acquisition  included  the 
very  first  adjustable  rate  convertible 
preferred  stock  ever  issued. 

Soon  after  the  NLT  transaction,  First 
Boston  helped  American  General  acquire 
the  insurance  businesses  of  Gulf  United. 
The  $1.26  billion  transaction  was 
financed  almost  entirely  by  equity,  further 
strengthening  American  General's 
balance  sheet.  As  part  of  its  strategy, 
American  General  also  sold  five  subsid- 
iary companies  for  nearly  $600  million— 
again  with  the  help  of  First  Boston. 

When  you  combine  American  General's 
vision  with  the  financial  creativity  of 
First  Boston,  a  well  thought  out  strategy 
will  succeed.  Fast.  Proof  that  it  has:  the 
price  of  American  General  stock  has  more 
than  doubled  since  1982.  American  ■> 
General  today  is  an  $18  billion  corporation 
—the  fourth  largest  shareholder-owned 
insurance  company. 

Just  as  they  were  for  American  General, 
the  resources  of  First  Boston  are  a  phone 
call  away.  Call  Robert  Baylis  or  John 
Lathrop  at  headquarters  in  New  York  City, 
(212)  909-2000. 

Another  reason  why  First  Boston  is 
getting  the  call  in  1984. 
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The  new  Express  Mail  Corporate  Account: 
If  you  ship  a  lot,  it  can  help  a  lot 


'■ 


■  Now  the  service  that  delivers 
excellence  overnight,  also  delivers  the 
convenience  of  mailing  without  cash, 
stamps  or  postage  meters. 

If  your  company  ships  an  average 
of  five  Express  Mail""  packages  a  week, 


branch  offices  or  sales  representatives 
in  the  field,  you  can  all  use  the  same 
account  number.  One  corporate 
account.  One  all-inclusive  shipping 


you  simply  indicate  your  account  num- 
ber on  the  Express  Mail  mailing  label 
and  drop  your  package  off  at  the  near- 
est collection  box.  We  'II  deduct  the 
postage  from  your  Recount  balance 
automatically.  And  send  youamonthly 
statement  itemizing  payments  for  every 
domestic  and  international  shipment 
What's  more,  if  your  company  has 
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statement  every  month. 

Of  course,  Express  Mail  service , 
means  speed,  reliability  and  econo 
Our  2-Pound  Pak,  for  example,  is  Jul 
$9.35  overnight.  About  half  what  m* 
others  cfiarge.  And  for  heavier  itemi 
you  can  get  one  of  our  new  Overnig) 
boxes.  At  no  additional  charge. 

So  next  time,  use  the  service  thaU 
delivers  over  100,000 packages  on\ 
time,  every  day.  Express  Mail  Next  A 
Service""  from  the  post  office.  We  d$ 
excellence  for  less. 


EXPRESS  MAIL 

NEXT  DAY  SERVICE 
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We  deliver  excellence.Jor  less. 


Through  the  violence  of  Britain's  six- 
month-old  coal  miners  strike,  one  union 
leader  defies  the  mob  to  keep  Britain  work- 
ing. Meet  Bill  Sirs,  the  man  from  steel 

Standing  up  to 
the  rent  a  gobs 


By  Rosemary  Brady 


Bill  Sirs: 

You  are  scum.  Every  worker  is 
ashamed  of  you.  You  let  the  miners 
down  big.  How  can  anyone  trust  you? 
All  you  want  is  to  keep  your  precious 
steel  works  blasting  away.  I  wonder 
how  much  you  get  for  doing  that  from 
Maggie?  Going  to  retire  soon?  You 
come  from  the  Northeast  and  we  are 
disgusted.  You  should  help  us  smash 
Maggie  now.  Traitor. 

A.  Redwell 

Dear  Mr.  Sirs: 

Just  a  note  to  let  you  know  that  many 
of  us  in  the  coalfields  do  understand 
your  position.  You  said  on  the  telly 
the  other  night  that  miners  don't  un- 
derstand the  steelmen's  problems. 
But  we  do.  And  we  just  wanted  to  say 
you're  quite  right  of  course,  you  have 
to  save  what  plants  you  have  got.  We 
are  not  stupid  and  most  of  us  still  see 
you  as  a  brother  trade  unionist.  Good 
wishes  to  you  and  your  men. 

For  four  miners,  South  Yorkshire. 

T|  an,  fit,  smaller  than  would  be 
expected  for  a  steelman,  Bill 
Sirs  is  opening  his  mail.  "For 
every  2  letters  I  get  from  cracks,  I  get 
15  from  the  public  that  backs  me," 
says  the  general  secretary,  the  boss,  of 
Britain's  biggest  steel  union,  the  Iron 
&  Steel  Trades  Confederation,  as  he 
scans  his  cluttered  desk.  He  has  just 
returned  from  the  annual  Trades 
Union  Congress  conference,  where  he 
fought  moves  to  widen  the  six- 
month-old  coal  miners'  strike,  the 
longest  strike  of  any  note  in  the  U.K. 
since  the  General  Strike  of  1926.  At 
the  weeklong  union  convention, 
crowds  of  protesters  followed  him. 
They  prohibited  his  usual  6-mile  run 
each  day.  They  shouted  "traitor,"  and 


"Judas."  Bill  Sirs  can  take  it. 

"Three  thousand  rent-a-gobs 
couldn't  make  any  difference  to  me, 
so  I  feel  all  right,"  he  smiles.  Rent-a- 
gobs?  "Arthur  Scargill's  protesters. 
The  people  that  chant.  He  pays  dele- 
gation fees  and  expenses,  about  £14. 
He  has  at  least  300  or  400  around  all 
the  time." 

The  phone  rings.  It's  a  trade  union 
brother  from  the  U.S.,  inviting  Sirs  to 


attend  the  United  Steelworkers  na- 
tional conference.  "They're  giving  us 
a  lot  of  stick  because  we  won't  wreck 
our  industry  for  their  strike,"  Sirs,  64, 
growls  into  the  phone.  "All  the  rest  of 
the  unions  are  yelling  to  us,  'Go 
ahead,  go  ahead,  you  help  the  miners.' 
And  then  they  will  stand  to  one  side 
and  won't  do  anything.  Our  industry 
will  be  destroyed  if  we  help  and  then 
you  Americans  will  be  exporting  all 
your  steel  to  us.  How  about  that?" 

He  laughs  into  the  phone,  but  is 
deadly  serious.  For  six  months,  Na- 
tional Union  of  Mineworkers  Presi- 
dent Arthur  Scargill  and  his  mob  have 
pressured  Sirs  to  order  his  steelwork- 
ers to  stop  production  to  support  the 
miners'  strike.  Not  even  all  the  min- 
ers support  it.  Almost  a  quarter  of 
Britain's  180,000  miners  stayed  on 
the  job,  and  Scargill  set  up  illegal  and 
often  violent  picket  lines  outside 
steel  plants  to  stop  trucks  with  coking 
coal  and  iron  ore  needed  for  the  fur- 
naces. So  far  Scargill  has  failed. 

He  failed  because  Bill  Sirs  and  his 
steelworkers  take  the  abuse,  unload 
coal  and  make  steel.  If  they  bowed  to 
Scargill  and  shut  the  mills,  the  U.K. 
might  be  on  its  knees  today,  factories 
shut  and  rails  down,  or  at  war  with 


Robin  Laurance 


Bill  Sirs,  gmeral  secretary  of  Britain  s  big  steelworkers  union 

"The  miners' strike  is  a  political  strike it's  against  the  rights  of people. 
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In  the  last  30  years  Bill  Enright  has  had 
3  jobs,  3  homes,  8  cars,  but  just  one  insurance  company. 


Since  Mr.  Enright  went  with  The  Travelers  back  in  '54, 
he's  become  one  of  more  than  half  a  million  people  who  have 
stayed  with  The  Travelers  for  more  than  25  years. 

That's  a  long  time  for  so  many  customers  to  stay 
satisfied.  It  says  a  great  deal  about  how  fairly  The  Travelers 
treats  their  customers. 

Being  fair  wasn't  too  complicated  when  The  Travelers 
started  120  years  ago.  Merely  a  matter  of  simple,  well-defined 
decency.  But  in  the  complex  world  of  today,  you  have  to  be 
more  than  decent  to  be  fair.  You  have  to  be  responsive. 

That  means  constantly  adjusting  to  ever  changing 
circumstances  and  attitudes.  Keeping  current  with  economic 
developments  and  the  swirl  of  social  and  political  events 
that  affect  relationships  with  customers.  Being  able  to  keep 
an  open  mind.  Being  willing  to  change  the  most  time- 
honored  customs  and  the  most  ingrained  habits. 

Any  company  that  isn't  up  to  it,  can't  stay  fair.  And  any 
company  that  can't  stay  fair  can't  last  long. 

TheTraveler^T 

Fairness  is  good  business. 


NOW 

HANDDELIVERED 
IN  17  CITIES. 
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ATTENTION  CORPORATE 

AND 
INDIVIDUAL  INVESTORS 

HAVE  YOU  CONSIDERED 

SOLVING  TWO  PROBLEMS 

BY  INVESTING 

IN  OIL  AND  GAS? 

YOU  CAN: 

1."TAX  SHELTER"  current  corporate  or  individual  income. 
2.  Invest  in  an  "ECONOMICALLY"  valuable  investment. 

Too  many  times  companies  and  individuals  are  so  pressed  to  save  taxes  that  they  ig- 
nore the  economic  value  of  a  potential  investment  -  only  to  find  at  a  later  date  that 
they  would  have  been  better  off  to  have  paid  their  taxes. 

U.S.  ENERGY  WILL  PROVIDE: 

1.  Turnkey  drilling  cost 

2.  Management  and  operating  services 

3.  A  wide  selection  of  excellent  leases 

4.  Staff  of  experts 

5.  Accounting,  etc. 


FOR  MORE  INFORMATION: 

Call:  1-716-854-6767 

Write:  Mrs.  Deborah  A.  Ziolek 

U.S.  Energy  Development  Corporation 

680  Statler  Building,  Buffalo  New  York  14202 


itself.  The  other  unions  vote  resolu- 
tions of  support  to  Scargill,  but  it's  the 
steelworkers  who  count.  If  they 
would  boycott  coal,  the  transport 
workers,  power  station  workers  and 
the  dockers  probably  would  join  them 
and  fight  with  Scargill,  too. 

In  his  thick  north  England  accent, 
Sirs  lets  rip: 

"The  other  unions  are  only  paying 
lip  service.  They  are  the  heroes  in 
safety.  Are  the  firemen  going  to 
strike?  Of  course  not.  Are  the  civil 
service  unions  going  to  strike?  They 
are  even  arguing  about  financial  sup- 
port. If  the  shopworkers'  general  sec- 
retary said  tomorrow,  'We're  going  to 
strike  to  help  the  miners,'  they 
wouldn't  give  any  positive  help.  One 
of  the  strongest  unions — the  dock- 
ers— has  attempted  on  two  occasions 
to  create  a  national  strike  to  support 
miners,  but  it's  not  succeeding. 


"Solidarity  usually  means 
you're  involved  in  the  ac- 
tion. You  have  a  say  in  the 
strategy,  in  how  it  operates. 
But  we  have  no  say  in  the 
strategy.  It's  a  one-man 
band  in  that  sense,  and 
that's  Mr.  Scargill." 


"People  realize  the  miners'  strike  is 
a  political  strike.  It's  gone  beyond  the 
industry  and  pit  closures.  It's  against 
the  rights  of  people.  It's  against  Mar- 
garet Thatcher.  A  lot  of  people  say 
they're  fighting  for  the  survival  of  the 
trade  union  movement.  Well,  that's  a 
load  of  hogwash.  If  we're  going  to 
change  the  government  in  this  coun- 
try we  have  to  do  it  through  the  ballot 
box,  not  through  violent  means." 

Bill  Sirs  is  solid  union.  He  has  noth- 
ing against  miners.  He  regrets  that  the 
National  Coal  Board  wants  to  close 
unprofitable  coal  pits,  a  key  issue.  But 
Sirs  has  a  strong  streak  of  common 
sense,  and  he's  determined  to  save  the 
lives  and  jobs  of  his  steelmen.  "If  we 
allow  the  furnaces  to  disintegrate  and 
be  destroyed  [shutting  them  could  do 
that],  we  will  Lose  at  least  two  of  the 
major  plants  in  this  country,  and  we 
aren't  prepared  to  do  that. 

"We  use  every  ounce  of  coking  coal 
the  NCB  can  produce  and  [on  top  of 
that]  we  import  coal.  If  we  didn't  do 
our  job  and  two  steelworks  should  gp, 
it  would  mean  the  closure  of  more 
[coal]  pits  and  the  loss  of  rail  jobs.  And 
yet  the  rail  people  in  some  areas  are 
committing  hari-kari  because  they're 
not  taking  in  coal  at  all  in  some  areas, 
and  it's  their  only  existence,  doing 
this  kind  of  work.  Instead  of  talking  to 
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more  than  some  free  publicity 
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Memll  Lynch  (Inc.  3/83) 


De  Beers  (Inc.  4/84) 


W.  R.  Grace  &  Co.  (Inc.  5/84) 


IIAA  (Inc.  4/84) 


Ine 


500 


it  u 


You're  missing  the  one  group  of  executives  who  control  both  their  corporate  and  personal  portfolios. 

The  owners  and  executives  of  private,  small  to  midsized  corporations,  they  now  invest  billions. 
Their  companies  generate  half  of  all  U.S.  sales,  employ  half  the  American  workforce, 
and  create  the  majority  of  new  jobs  and  innovations. 

And  their  impact  on  your  corporation  is  as  enormous  as  their  role  in  the  American  economy. 
This  new  breed  of  opinion  leaders  influences  a  wide  circle  of  people  in  their  companies  and  com- 
munities. They  are  your  customers,  suppliers,  dealers,  distributors,  future  partners.  And  your  investors. 
Only  one  major  business  magazine  is  written  just  for  them.  Inc.  magazine.  The  traditional 
big  business  publications  simply  do  not  reach  them. 
Start  your  corporate  campaign  in  December's  annual  Inc.  500  issue.  Reach  the  leaders  of 
America's  500  fastest-growing,  smaller  private  corporations.  Along  with  the  million  others  growing  to  be  just  like  them. 
And  gain  more  than  some  free  publicity. 
The  Inc.  500  issue.  Closing  October  15.  Call  your  Inc.  Regional  Manager  or  Joe  Page,  Associate  Publisher,  at  (212)  986-2161. 

Inc.,  The  Magazine  For  Growing  Companies. 


us,  they're  supporting  miners  because 
they  have  this  belief  in  solidarity. 

"Solidarity,  where  that  exists,  usu- 
ally means  that  you're  involved  in  the 
action.  You  have  a  say  in  the  strategy, 
in  how  it  operates.  But  we  have  no  say 
in  the  strategy.  It's  a  one-man  band  in 
that  sense,  and  that's  Mr.  Scargill.  I 
told  him  that  if  we  were  to  be  part  of 
this  solidarity  action,  we  must  have  a 
say  in  the  action.  There's  no  chance  of 
getting  that." 

Sirs  carried  his  own  union  through 
a  time  of  major  industrial  change.  In 
1975,  when  he  became  the  ISTC's 
general  secretary,  the  British  Steel 
Corp.  employed  228,000;  now  it  em- 
ploys 70,000.  Unlike  Scargill,  Sirs 
never  contested  the  need  for  structur- 
al change:  "We  knew  we  had  to  slim, 
same  as  you  in  America.  If  we  hadn't 
we  would  have  lost  our  industry." 

He  believes  unions  should  improve 
wages  and  working  conditions,  but 
understands  the  bigger  picture.  "You 
have  to  be  very  careful  because  if  you 
kill  off  the  goose,  if  you  kill  off  the 
industry  that  creates  the  wealth, 
you're  left  with  nothing."  Now  he 
speaks  proudly  about  the  industry's 
increased  productivity  (5  man-hours 
per  ton  of  steel,  vs.  14  in  1980)  and  the 
fact  that  British  Steel  would  have 
made  money  this  year  if  it  weren't  for 
the  miners'  strike. 

None  of  this  makes  him  a  wimp; 
Sirs  led  a  13-week  national  steel 
strike  in  1980,  when  British  Steel 
Corp.  offered  2%  pay  raises.  The 
strike  finally  ended  in  arbitration  and 
Sirs  came  out  with  15%.  "The  indus- 
try is  smaller  and  more  efficient. 
What  we  have  is  a  nucleus  of  people 
determined  to  fight  to  keep  it  going," 
he  says,  sipping  tea. 

Sirs  grew  up  in  the  impoverished 
1920s  and  1930s  in  Britain's  industri- 
al Northeast.  The  son  of  a  riveter,  one 
of  ten  children,  he  was  only  6  when 
Britain's  trade  union  movement 
launched  the  devastating  General 
Strike  of  1926,  a  failure  spurred  by 
that  generation's  radical  miners.  "We 
were  very,  very  poor.  It  wasn't  a  case 
of  being  on  the  dole,  there  were  the 
guardians  [people  who  distributed 
money  from  a  fund  given  by  the  local 
rich] — and  they  used  to  come  around. 
You  would  get  27-and-6  [shillings  and 
pence]  for  a  family  of  ten  children.  My 
mother  and  father  supported  Labor 
and  I  remember  them  discussing  the 
miners.  They  were  not  producing 
coal,  and  what  happened  was  there 
used  to  be  coal  on  top  of  the  coal  tips. 
People  used  to  go  there  and  try  to 
scrape  off  some  coal.  Of  course,  the 
miners  used  to  fight  and  not  let  them 
have  it.  It  set  ordinary  people  against 


each  other." 

At  15,  Sirs  quit  school  and  after  a 
spell  of  unemployment  started  work- 
ing as  a  laborer  at  the  local  steelworks 
in  Hartlepool,  his  hometown.  "It  was 
a  dirty,  dangerous,  difficult  industry. 
Much  more  dirty  than  it  is  now.  I  just 
worked  my  way  through  the  furnaces, 
and  finished  up  driving  one  of  the  big 
cranes  that  carries  the  ladle  of  steel.  A 
crane  driver  was  reasonably  paid.  But 
it  was  hot.  The  cranes  now  have  im- 
proved. As  a  trade  union  we've  im- 
proved the  environment  in  the  indus- 
try. But  it's  still  a  dangerous  job." 

Sirs  worked  for  26  years  in  the  in- 
dustry before  getting  his  first  full- 
time  paid  union  job  as  an  organizer  in 


"There's  a  change  in  the 
attitude  of  the  working 
class.  Quite  a  lot  have 
become  lower  middle  class 
in  their  approach.  They 
would  rather  own  their  own 
home  instead  of  living  in  a 
council  house. 


1963.  He  recalls  how  he  got  interested 
in  the  union.  "I  was  a  crane  driver  in  a 
mill.  They  rebuilt  this  mill  and  up- 
graded all  the  jobs.  I  went  to  this 
meeting  and  they  wanted  us  to  go 
back  to  the  same  sort  of  level  of 
wages,  which  were  really  very,  very 
poor,  so  I  said,  'No.  That's  quite  un- 
satisfactory, that's  ,no  good.'  All  the 
people  that  were  there  were  in  big 
jobs,  and  getting  satisfactory  earnings. 
The  trade  union  leader  and  the  man- 
agement were  there  and  the  little  fel- 
low on  management  said,  'You  don't 
know  what  you're  talking  about.'  But 
he  was  wrong — of  course  I  did.  But  I 
couldn't  express  it  in  those  days.  So 
from  there  on  I  said,  'Well,  I  feel  I've 
been  let  down,'  but  instead  of  opting 
out  I  became  an  official.  And  nine 
years  after,  it  took  me  nine  or  ten 
years,  I  put  that  job  right.  I  was  deter- 
mined to  make  sure  I  got  the  rates  for 
that  job  right." 

He  recalls  another  incident  in  1960 
when  he  was  making  an  above-aver- 
age £18  a  week  on  the  crane.  "I  was 
laid  off  work,"  he  says.  "At  the  time  I 
had  bought  a  house,  which  was  a  big 
step  in  those  days,  a  very  big  step.  I 
bought  a  nice  house  for  £2,200.  Orfce  I 
made  that  step,  I  wanted  to  make  sure 
I  could  maintain  it.  I  couldn't  stand 
the  ignominy,  the  wastefulness  of  be- 
ing unemployed.  I  couldn't  stand  the 
uncertainty.  I  wanted  a  job  with  more 
security,  so  I  put  in  for  an  organizer 
job  [a  full-time,  paid  job]  in  the  union 
and  ultimately  got  one  in  1963.  Look- 


ing back  now,  I  can  see  I  had  nothing 
to  worry  about  in  this  country.  But 
every  penny  had  to  be  accounted  for 
in  those  days.  I  never  smoked.  I  had 
no  great  expense.  So  it  was  possible  to 
spend  all  the  money  you  had  on  the 
family.  I  was  only  off  work  for  one 
week,  but  that  was  enough." 

Sirs  now  lives  alongside  stockbro- 
kers and  lawyers  in  a  country  village 
20  miles  from  London.  Like  execu- 
tives in  many  a  British  company,  he 
rides  to  work  in  a  chauffeur-driven 
Austin  Rover  made  from  British  steel. 
Those  long  years  in  the  mill,  however, 
make  him  closer  to  today's  problems 
and  changes  in  the  British  working 
class  than  many  other  union  leaders. 
While  they  continue  to  talk  about 
class  struggle,  Sirs  takes  a  more  prac- 
tical view. 

"There  is  a  change  in  attitudes  in 
the  working  class.  Quite  a  lot  have 
become  lower  middle  class  in  their 
approach.  They  would  rather  own 
their  own  home  instead  of  living  in  a 
council  [low-rent,  government- 
owned]  house.  When  you  consider  I 
was  brought  up  in  a  time  when  you 
couldn't  get  a  council  house.  .  .  .  You 
become  almost  middle  class  in  this 
job.  I  made  sure  I  didn't  have  so  many 
children  and  I  provided  for  them  so 
they  have  their  own  homes  and  their 
sons  are  better  off,  and  as  we  go 
through  life  that's  how  it  works  out.  It 
means  that  with  the  commitments 
and  standards  ordinary  workers  now 
have,  they  don't  want  prolonged  peri- 
ods when  they're  not  able  to  work." 

At  the  end  of  this  year,  Sirs  will 
retire  from  his  post  of  steel  union 
leader,  but  he  doesn't  want  to  quit  the 
fight.  The  moderate  voices  in  Britain 
must  begin  to  work  together  to  quell 
extremists  like  mineworkers  union 
President  Arthur  Scargill  and  his  radi- 
cal counterparts  in  the  Labor  Party, 
Bill  Sirs  says. 

He's  Labor  Party,  like  his  mother 
and  father,  and  he  doesn't  want  it 
wrecked.  "People  don't  want  radical 
change.  They  want  slow  change, 
which  they  can  understand.  People  in 
this  country  really  do  like  law  and 
order,  not  violence.  If  you  look  at 
Northern  Ireland,  people  in  this  coun- 
try are  in  despair  of  what  to  do  about 
it.  There  seems  to  be  no  solution." 

He  says,  "The  trade  union  move- 
ment is  linked  to  the  Labor  Party,  and 
the  only  way  we  can  get  rid  of  Thatch- 
er is  for  the  public  to  give  their  votes 
to  the  Labor  Party.  If  in  the  eyes  of  the 
public  the  Labor  Party  is  being  con- 
demned for  violence,  it  will  suffer  in 
the  votes." 

And  if  that's  treason,  he  can  tell  his 
enemies,  make  the  most  of  it.  ■ 
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NatWestThe  World  Money  Centre.  London. 
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Every  working  day,  the  National  Westminster  Bank  channels 
:  flow  of  money  around  the  world  from  an  enviable  position 
he  centre  of  24-hour  international  banking  time. 

From  one  of  the  world's  largest  dealing  rooms  at  the  heart 
NatWests  World  Money  Centre,  NatWest  dealers  play  a  major 
e  in  linking  foreign  exchange  markets  east  and  west  -  during 
forking  day  that  comfortably  spans  the  day's  end  in  Tokyo  and 


the  beginning  of  business  in  New  York. 

Small  wonder  that  total  transactions  of  international  money 
last  year  alone  were  over  1.6  thousand  billion  US  dollars  -  trading 
in  over  50  currencies. 

Just  another  reason  why  the  National  Westminster  Bank  is 
one  of  the  biggest  and  most    -  National  We<tfmin«tfpr 
profitable  banksinthe  world.   «*  ^ftSffiffi g£k 
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We're  not  AT&T  anymore.  We're  the  73,000 
men  and  women  who  work  for  the  companies  of 
US  WEST.  We're  Mountain  Bell,  Northwestern  Bell, 
Pacific  Northwest  Bell  and  a  growing  number  of 
unregulated  companies,  continuing  a  legacy  of 
strength  and  a  tradition  of  character. 


We  have  reduced  bureaucracy  so  that  each 
us  has  a  very  real  stake  in  making  our  company  gr< 
and  prosper.  We  serve  more  customers  now  th 
ever  before,  yet  through  re-organization,  advanc 
technology  and  our  own  hard  work,  we  ha 
reduced  our  total  work  force  by  a  third  since  Y. 


mours 


Start  thinking  of  us  as  a  growth  company.  If 
you  haven't  already,  you  will  soon.  We  are  not  a 
utility.  And  we  are  not  acting  like  one. 

For  a  32  page  report,  call  1-800-828-2400  or 
write  US  WEST  Report,  7800  East  Orchard  Road, 
Englewood,  Colorado  80111. 
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Mountain  Bell.  Northwestern  Bell.  Pacific  Northwest  Bell. 
And  a  growing  number  of  unregulated  companies. 
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TWA's  FIRST  CLASS  SLEEPER-SEAT-TO  EUROPE 

AND  THE  AMERICAN  EXPRESS"  CARD  PUT  YOU 

COMFORTABLY  AHEAD  OF  THE  CROWD. 

Success  has  Its  rewards.  And  TWAs  First  Class 
and  the  American  Express  Card  are  two  rather 
impressive  examples. 

In  TWAs  First  Class  you  can  select  from  a  menu 
that  includes  caviar  and  champagne.  Entrees  like 
Chateaubriand.  And  vintage  wines  like  Puligny- 
Montrachet. 

Then  stretch  out  comfortably  in  a  Sleeper-Seat,sm 
and  sleep  the  flight  away. 

And  as  a  First  Class  passenger,  you'll  be  treated 
accordingly  from  the  moment  you  first  reach  the 
airport.  With  a  separate  check-in  desk  for  your 
convenience.  And  a  special  invitation  to  relax  in 
TWAs  Ambassadors  Club®  lounge  before  your  flight. 

And  when  you  take  the  American  Express®  Card 
along,  you  have  an  ideal  travelling  companion. 
Because  it's  known  and  welcomed  all  over  the  world. 

So  you  can  use  it  to  pay  for  your  TWA  tickets, 
your  hotel,  rental  car, 
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meals — or  just  about 
anything  else  that  strikes 
your  fancy  along  the  way. 

And  of  course,  when 
you  carry  the  American 
Express  Card,  you  carry 
all  the  cachet  that  comes  with  it.  Don't  leave  home 
without  it.® 

And  do  take  TWAs  First  Class  on  your  next  trip 
to  Europe.  It's  in  a  class  by  itself. 

You're  going  to  like  us 
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Edited  by  William  G.  Flanagan 


Anyone  who  calls  himself  a  "financial 
planner"  can  be  one,  so  there  are  now 
hundreds  of  thousands  of  them.  Some  real- 
ly do  financial  planning. 


Watch  your  assets 


By  Janet  Bamford 
and  William  G.  Flanagan 


women 


uick:  What  is  your  net  worth? 
What  income  can  you  expect 
when  you  retire?  How  much 
'your  spouse  and  family  receive 
if  you  died?  How  much  do  you  pay  in 
taxes  annually?  .What  do  you  spend 
the  most  money  on  every  year?  How 
much  will  it  cost  to  send  your  kids 
through  college,  and  how  will  you  pay 
for  it?  Can  you  really  afford  to  buy 
that  new  boat? 

If  you  can  answer  all  these  ques- 
tions, read  no  further.  You  are  a  fiscal 
saint.  If  you  can  answer  few  or  none, 
you  are  a  financial  inner;  you  must 
repent  and  act  according  to  a  Plan. 
Naturally,  nearly  all  of  us  fall  into  the 
sinner  category,  and  therein  lies  an 
industry. 

Sears  will  sell  you  a  Plan  off  the 
rack,  for  $25.  Individual  advisers  will 
tailor  designer  plans  for  as  much  as 
$30,000  or  more.  Your  broker,  your 
insurance  agent,  your  accountant, 
your  banker,  even  your  lawyer  might 
likewise  concoct  a  plan  for  you,  with 
the  cost  somewhere  in  between. 

Several  Wall  Street  firms  are  throw- 
ing their  weight  into  financial  plan- 
ning. E.F.  Hutton  has  trained  one- 
third  of  its  6,000  stockbrokers  in  rudi- 
mentary financial  planning.  By  the 
end  of  this  year  another  1,000  to  2,000 
will  have  been  trained.  That's  in  addi- 
tion to  the  125  full-time  Hutton  plan- 
ners who  cater  to  high-priced  clients. 
Merrill  Lynch,  after  a  false  start  in 
financial  planning  a  few  years  ago,  has 
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geared  up  to  go  after  the  middle-in- 
come client.  Prudential-Bache  sends 
its  brokers  out  to  customers'  homes 
to  do  a  financial  plan  free  of  charge. 

Everyone  is  in  the  financial  plan- 
ning business  these  days.  Yet  no  in- 
dustry is  so  unregulated,  so  dimly  per- 
ceived, promises  so  much  but  can  of- 
ten do  so  little — or  so  much  harm. 
Not  since  the  Middle  Ages,  when 
monks  peddled  indulgences  to  the 
guilt-ridden  at  Eastertide,  has  there 
been  such  demand  for  a  product  of 
such  questionable  value.  Pay  a  plan- 
ner enough,  the  thinking  goes,  and 
you  are  assured  financial  salvation. 

What  gives  here? 

It's  simple.  Hardly  anyone  with  an 
occupation  has  the  time  or  the  incli- 
nation to  keep  close  tabs  on  his  or  her 
personal  finances.  No  wonder,  when 
you  consider  that,  over  the  last  15 
years  alone,  there  have  been  a  dozen 
major  changes  in  the  tax  laws.  An- 
other major  change  is  probable  in 
1985,  and  doubtless  more  will  be 
coming  in  years  ahead. 

Are  you  up  to  date  on  all  these 
changes?  Well,  try  these  questions  on 
for  size  (seep.  206 for  answers): 

1.  What  is  the  maximum  tax  now 
on  total  income? 

2.  What  is  the  amount  of  Social 
Security  you  pay  each  year  (assuming 
you  pay  the  maximum )  ? 

3.  Can  you  roll  over  only  part  of 
your  pension  plan  into  an  IRA  if  you 
change  jobs? 

4.  What  is  the  "net  interest  exclu- 
sion" on  your  federal  taxes  for  1984? 

5.  What  is  currently  the  holding 


period  for  capital  gains  and  losses,  ef- 
fective as  of  when? 

6.  How  much  money  can  you  put 
into  a  Keogh  account? 

7.  Is  an  ex-spouse  receiving  ali- 
mony eligible  for  an  IRA? 

8.  What  is  the  capital  gains  exclu- 
sion if  you  sell  your  home  after  you 
reach  55? 

9.  What  is  the  maximum  percent- 
age of  your  annual  income  that  you 
can  give  away  to  charity  and  still  get  a 
tax  deduction? 

10.  Why  is  your  child's  seventh 
birthday  so  important  if  you're  plan- 
ning to  send  him  or  her  to  college? 

11.  How  much  of  your  estate  are 
you  allowed  to  leave  to  your  spouse 
before  it  is  taxed? 

Not  only  tax  laws  have  changed 
drastically — your  whole  microecono- 
mic  universe  is  in  flux.  Take  invest- 
ments. Five  years  ago,  what  could 
have  seemed  safer  than  WPPSS? 
Lilco?  Baldwin-United's  annuities? 
Continental  Illinois?  Gold? 

Or  look  at  interest  rates.  In  1980  the 
prime  hit  a  high  of  18.5%,  then 
dropped  to  10.5%  within  three  years, 
before  creeping  back  up  again.  Infla- 
tion, we  are  told,  is  down  to  nearly 
4%  a  year.  But  fixed-rate  mortgages 
on  homes  are  near  15%,  if  you  can  get 
them.  A  year  at  Yale  is  $14,000  for 
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tuition  and  room  and  board,  vs. 
$10,000  in  1981.  A  Cadillac  that  cost 
$  1 7,400  in  1 98 1  now  goes  for  $20,400. 

Indeed,  these  are  the  times  that  try 
men's  calculators.  Enter  financial 
planners,  with  computers,  spread- 
sheets and  bromides  in  tow. 

By  some  estimates  there  are  now 
200,000  financial  planners  in  the  U.S. 
Their  training  ranges  from  none  at  all 
to  courses  and  a  series  of  exams  given 
by  the  College  for  Financial  Planning 
in  Denver  or  a  few  months  at  a  bro- 
kerage house,  such  as  Hutton,  to 
schooling  leading  to  CPA,  J.D.  or 
M.B.A.  credentials.  Give  anyone  who 
calls  himself  a  planner  a  chance,  and 
you  could  wind  up  with  a  solid  plan. 
Or  you  could  wind  up  in  more  trouble 
than  your  current  state  of  financial 
confusion. 

You  could  be  victimized  by  plain 
stupidity.  For  example,  Andrew  Rich, 
a  Plainview,  N.Y.  planner,  tells  of  a 
retired  businessman  with  homes  in 


Florida  and  New  York,  who  came  to 
him  with  a  financial  plan  that  had 
been  drafted  by  his  accountant.  The 
client  wanted  a  second  opinion.  The 
client,  who  had  a  net  worth  of  about 
$1.2  million  and  a  yearly  income  of 
about  $135,000,  had  been  advised  to 
remortgage  his  homes  and  put  virtual- 
ly all  of  the  proceeds  into  municipal 
bonds.  The  aim  was  to  bring  his  tax- 
able income  down.  Sounds  great,  but 
the  accountant  failed  to  mention  this 
important  caveat:  The  IRS  says  you 
cannot  deduct  interest  on  loans  used 
for  tax-free  investments.  So  why  bor- 
row money  at  15%  to  invest  at  10%: 
What's  more,  the  value  of  the  tax- 
exempts  could  sink  drastically  if  in- 
terest rates  rise.  We  won't  even  con- 
sider another  WPPSS. 

Besides  nincompoops,  the  field  has 
also  attracted  the  inevitable  unsavory 
element.  One  recent  case:  In  New  Jer- 


Everyone  is  in  the  financial 

planning  business  these  days. 

Tet  no  industry  is  so 

unregulated,  so  dimly 

perceived,  promises  so  much 

but  can  often  do  so  little — or 

so  much  harm. 


sey  a  financial  planner  named  Thom- 
as Swarts  promised  clients  14%  re- 
turns in  a  "special  money  market  ac- 
count" he  knew  of.  The  cash  from  five 
clients,  some  $125,000,  went  instead 
into  an  office  building  that  he  was 
buying.  The  deal  soured,  and  Swarts 
went  to  jail. 

In  an  Indianapolis  case  the  stakes 
were  higher.  Don  Tabbert,  a  court- 
appointed  examiner,  says  investors 
lost  $9  million  in  a  real  estate  tax- 
shelter  scheme  put  together  by  Carne- 
gie International  Corp.,  a  firm  that  did 
financial  planning.  Investors  were 
supposed  to  get  tax  savings  and  profits 
from  office  and  residential  buildings 
that  were  bought,  renovated  and  re- 
sold. But  pending  lawsuits  charge  the 
properties  were  bought  at  inflated 
prices,  and  little  or  no  work  was  done 
to  them.  Carnegie  International  is 
now  in  Chapter  11. 

How  can  such  people  operate?  Be- 
cause the  term  "financial  planner" 
(since  it  was  coined  in  the  1930s  by 
hungry  insurance  salesmen)  has,  like 
the  moon,  belonged  to  everyone. 
Though  the  industry  has  been  trying 
to  clean  up  its  own  act  of  late  as  the 
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opportunists  have  crowded  in,  finan- 
cial planners,  specifically,  are  not  cer- 
tified or  registered  with  the  SEC,  nor 
is  such  a  move  planned.  No  states 
currently  license  them,  either.  And 
while  investment  advisers  (including 
planners  who  give  investment  advice) 
are  required  to  register  with  the  SEC 
and  securities  officials  in  37  states, 
officials  are  concerned  that  some 
planners  who  aren't  registered  are  giv- 
ing advice  anyway. 

But  the  truth  is  that  there  really  is  a 
need — and  a  market — for  the  services 
of  bona  fide  financial  planners.  The 
International  Association  of  Financial 
Planners  generously  estimates  that 
some  $147  billion  was  being  managed 
by  its  members  last  year.  And,  accord- 
ing to  a  1982  study  by  SRI  Interna- 
tional, the  Menlo  Park,  Calif,  consult- 
ing firm,  5%  of  all  U.S.  households 
and  21%  of  households  with  income 
over  $67,000  were  using  financial 
planners.  The  potential  is  even  great- 
er. As  many  as  10  million  American 
households  might  be  interested  in 
professional  financial  planning,  ac- 
cording to  one  estimate. 

The  trouble  often  starts  with  the 
perception  of  what  planners  can  and 
should  do.  No  planner  will  magically 
solve  all  money  problems,  no  matter 
how  good  he  is,  no  matter  how  much 
he  is  paid.  You  cannot  simply  stroll 
into  a  planner's  office,  drop  off  a  shoe- 
box  full  of  records  and  tax  returns  and 
then  go  play  golf.  A  good  planner 
doesn't  work  that  way.  You're  leaving 
yourself  wide  open  if  you  think  you 
can  leave  everything  up  to  him. 


For  millionaires  only 


San  Francisco  planner  Laurerice  Krause 

For  $10,000,  you  get  a  lot  of  hand-holding. 


Ea  KasnJ  Camnu  l.i.iis. 


Larry  Krause  is  at  the  pricey  end 
of  the  financial  planning  spec- 
trum. The  San  Francisco-based 
planner  says  90%  of  his  customers 
have  a  net  worth  of  $1  million  or 
more,  and  most  are  somewhere  be- 
tween $2  million  and  $5  million. 

Not  surprisingly,  the  fees  at 
Lawrence  A.  Krause  &  Associates 
are  correspondingly  high.  For  cli- 
ents who  just  want  a  consultation, 
the  hourly  rate  is  $165.  A  full  fi- 
nancial plan  starts  as  low  as  $1,500 
and  runs  all  the  way  up  to  $25,000. 
But  the  average  client,  says  Krause, 
pays  about  $8,000  to  $10,000. 

At  those  prices,  you  get  a  lot  of 
hand-holding.  Krause  doesn't  use 
the  ubiquitous  questionnaire,  for 
example.  Instead,  he  or  an  associ- 
ate reviews  all  of  a  client's  finan- 
cial documents,  including  wills, 
insurance  policies,  income  tax  re- 
turns and  the  like.  Then  he  inter- 
views the  client  in  a  marathon  ses- 
sion lasting  three  to  four  hours. 
"We  find  that  a  lot  of  things  don't 
come  out  in  talking  with  the  client 
during  the  first  two  hours,"  says 
Krause.  "We  need  that  third  and 
fourth  hour.  Clients  also  need  the 
time  to  crystallize  their  goals." 

Once  a  plan  is  written,  the  cus- 
tomer may  prefer  to  implement  it 
through  his  own  stockbroker, 
but  if  not,  Krause  has  his  own 
broker-dealer      company      in- 
house.  (All  commissions  go  into 
a  general  pool,  so  no  one  planner 
makes  commissions  directly  from 
the  products  he  recommends.) 


Krause  has  been  operating  his 
own  firm  since  1979  when  he  left 
Sutro  &.  Co.,  the  San  Francisco  bro- 
kerage firm,  where  he  had  estab- 
lished the  financial  planning  de- 
partment. His  own  education 
came  as  a  stockbroker  in  the  Chi- 
cago area  in  the  late  Sixties  and 
early  Seventies.  "One  of  the  firms 
I  worked  for  [the  now  defunct 
Dempsey  Tegler]  sold  a  lot  of  mu- 
tual funds.  The  wholesalers  would 
send  me  all  around  the  country  for 
seminars  on  tax  and  estate  plan- 
ning. They  were  hoping  I'd  be  sell- 
ing more  of  their  mutual  funds,  but 
what  I  was  doing  was  getting  an 
education  in  financial  planning." 

Krause  estimates  that  90%  of  his 
clients  have  the  same  concerns: 
"Either  they  want  to  lower  their 
taxes,  or  they  have  a  bag  of  money 
and  no  idea  of  what  to  do  with 
those  assets."  One  simple  tax-re- 
ducing technique  is  taking  stock 
losses.  "People  will  have  a  million 
dollars  in  the  stock  market  and 
only  take  gains  and  pay  $90,000  in 
taxes,"  says  Krause.  "I  got  one  fel- 
low's tax  bill  from  $90,000  down  to 
$25,000  by  getting  him  to  take 
some  losses.  I  tell  them  you  can 
always  buy  back  the  stock  later." 

In  five  years  Krause's  firm  has 
grown  at  about  40%  a  year  and 
now  has  about  200  clients.  Next 
spring  he's  opening  an  office  in 
Palo  Alto  and  plans  another  in  Los 
Angeles,  perhaps  18  months  down 
the  road.  The  high-priced  spread- 
sheet pays. — J.  B. 


199 


Wet  road,  hard  braking-and  u  itlrin  the  otie-second  sequence  dramatized  aboie,  the  Mercedes-Benz  Anti-lock  Braking  System  acts  to  electronical 


for  1985, 

Mercedes-Benz 

introduces  something 

more  important 

than  a  new  model. 


THE  MERCEDES-BENZ  sedan 
speeds  straight  toward  a  patch  of 
test  track  slicked  down  with  a 
diabolical  mixture  of  soapsuds 
and  water. 

A  splash  as  the  tires  meet  wet 
pavement-and  then  the  driver 
slams  on  the  brakes. 

But  what  seems  bound  to 
happen  in  the  next  heart-stop- 
ping instant,  doesn't  happen. 
Violent  braking  action  on  that 
treachen  >us  surface  sets  off  no 
violent  counterreaction. 

That  Mercedes-Benz  sedan 
simply  snubs  down  to  a  quick, 
straight-line  stop.  Soapsuds  and 
water  and  all. 

THE  MERCEDES-BENZ 
ANTI-LOCK  BRAKING  SYSTEM 

COMES  TO  AMERICA 
That  Mercedes-Benz  sedan  has 
just  demonstrated  the  most  emo- 
tionally reassuring  advance  in 
passenger  car  braking  control 
since  the  disc  brake. 

i  l'«i  Mercedes-Benz  of  N  A  ,  Iru    Montvale,  N  I 


It  is  the  Mercedes-Benz  Anti- 
lock  Braking  System,  or  ABS.  And 
having  pioneered  both  its  early 
development  and  its  subsequent 
use  in  production  automobiles, 
Mercedes-Benz  now  proudly  in- 
troduces this  significant  engineer- 
ing feature  to  America.  It  is  being 
fitted  as  standard  equipment  to 
even'  1985  Mercedes-Benz 
500  SEC  Coupe,  500  SEL  Sedan, 
380  SL  Coupe/Roadster,  380  SE 
Sedan  and  300  SD  Turbodiesel 
Sedan,  and  as  an  extra-cost 
option  to  the  190  E  2.3  and  190  D 
2.2  Sedans. 

Functioning  in  concert  with 
the  cars  four-wheel  disc  brakes, 
the  Mercedes-Benz  Anti-lock 
Braking  System  is  meant  to  first 
sense  the  impending  lockup  of 
one  or  more  of  the  car's  wheels 
in  a  sudden  braking  emergency 
-then  to  act,  with  lightning 
speed,  to  avert  it. 

The  benefits  are  clear.  By  mini- 
mizing the  risk  of  the  car's  wheels 


locking  up  in  hard  braking,  the 
system  can  also  minimize  the 
potential  consequences:  die  sud- 
den loss  of  tire  adhesion  that 
could  turn  a  steerable  vehicle 
into  a  sliding  object  no  longer 
under  the  driver's  full  control. 

More  reassuring  still,  the  sys- 
tem is  designed  for  braking 
emergencies  on  slippery-wet 
roads  as  on  dry  roads-indeed, 
to  maintain  optimum  braking 
performance  almost  regardless 
of  road  surface  conditions. 

SENSING  TROUBLE  BEFORE 
IT  BECOMES  TROUBLE 

The  decision-making  "brain"  of 
the  Mercedes-Benz  Anti-lock 
Braking  System  is  an  on-board 
computer.  Electronic  sensors, 
placed  at  both  front  wheels  and  at 
the  drive  pinion  of  the  rear  axle, 
are  the  system's  vital  nerve  ends. 

In  a  moving  car  under  nor- 
mal driving  conditions,  those 
sensors  are  constantly  signaling 
the  rotational  speed  of  the  wheels 
to  the  computer.  Registering  a 
millisecond-by-millisecond  elec- 
tronic bulletin  on  the  precise 
state  of  adhesion  between  the 
car's  tires  and  the  road  surface. 

Then  comes  mat  sudden 
emergency.  The  driver  reacts  to 
danger  ahead  by  reflexively  hit- 
ting the  brake  pedal  hard;  hard 
enough,  in  a  conventional  brak- 
ing system,  to  risk  locking  up  one 
or  more  of  the  car's  wheels. 

But  those  electronic  sensors 


iave  already  detected  the  onset  of 
wheel  slip  and  alerted  the  com- 
puter And  the  computer  starts 
-egulating  fluid  pressure  in  the 
Drake  lines.  Modulating  and 
:adencing  brake  pressure,  via 
solenoid  valves  in  the  brake  lines, 
as  often  as  ten  times  per  second. 
Countering  lockup  of  all  four 
ivheels  or  any  individual  wheel. 
And  thereby  allowing  the  car 
:o  be  swiftly  and  smoothly  de- 
:elerated.  Allowing  the  car  to  be 


precisely  steered  and  maneu- 
vered as  it  decelerates.  Helping 
the  driver  to  avoid  a  collision,  or 
simply  to  stay  on  the  road. 

6,000,000,000  MILES 

Mercedes-Benz  began  develop- 
ment work  on  the  principle  of 
the  anti-lock  braking  system  as  far 
back  as  1959,  first  fitted  a  working 
system  to  a  production  auto- 
mobile in  1978,  and  has  since 
seen  250,000  of  its  cars  roll  up 
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over  six  billion  miles  of  experi- 
ence with  the  system  worldwide. 

Once  again  following  where 
Mercedes-Benz  has  shown  the 
way,  some  domestic  and  foreign 
makers  will  shortly  introduce 
similar  anti-lock  braking  systems 
to  America.  They  can  emulate  the 
idea.  They  cannot  emulate  this 
depth  of  experience. 

More  than  50  percent  of  the 
logic  circuitry  programmed  into 
that  on-board  computer  is  safety 
circuitry:  the  entire  system  is 
designed  to  be  electronically  self- 
checking,  constantly  monitoring 
itself  and  primed  to  shut  down 
instantly  should  a  malfunction 
ever  be  indicated.  The  car's  sepa- 
rate four-wheel  disc  brake  system 
would,  of  course,  remain  fully 
operational. 

In  terms  of  enhancing  control 
of  the  car  in  a  braking  emergency, 
the  Mercedes-Benz  Anti-lock 
Braking  System  may  be  the  best 
ally  a  driver  has  ever  had.  In 
terms  of  automotive  leadership, 
this  major  advance  underscores 
the  truth  of  the  motto  below:  for 
1985,  as  for  the  past  99  years,  the 
automobiles  of  Mercedes-Benz 
are  indeed  engineered  like  no 
other  cars  in  the  world. 


Engineered  like  no  other 
car  in  the  world 


Personal 
Affairs 


For  instance,  you  might  assume 
that  a  good  financial  plan  would  deal 
heavily  with  investments.  And  that 
specific  recommendations  would  be 
made — including  selected  stocks,  or 
special  real  estate  deals,  or  fabulous 
tax  shelters. 

If  this  is  your  assumption,  watch 
your  wallet.  The  fact  is  that  a  good 
plan  treats  the  sexy  arena  of  invest- 
ments very  gingerly.  After  all,  a  smart 
planner  wants  your  return  business, 
as  well  as  recommendations  to  your 
friends.  Specific  investments  are  but 
one  strategy  to  help  you  reach  your 
financial  goals.  And  the  riskier  the 
investments,  the  less  likely  that  you 
will  attain  your  goals. 

That  is  really  the  aim  of  a  good 
financial  plan — to  help  you  reach 
your  financial  goals.  What  has  the 
highest  priority — educating  your  chil- 
dren or  grandchildren?  A  fat  retire- 
ment nest  egg?  An  estate  plan  that 
will  enrich  your  spouse  and  offspring 
after  you  are  gone?  Funding  a  chair  at 
your  alma  mater?  Or  perhaps,  in  the 
words  of  one  retiree  without  heirs,  do 
you  simply  want  to  "die  neat,"  leav- 
ing this  world  as  you  came  into  it. 

If  you  are  still  years  away  from  such 
considerations,  perhaps  your  current 
goal  is  to  buy  a  first  home.  Or  to  build 
a  cash  cushion  so  you  and  your  spouse 
can  start  a  family.  Or  to  provide  for 
ailing  parents.  All  the  while  making 
sure  that  if  anything  happens  to  you, 
the  family  won't  be  destitute.  (Note: 
To  that  end,  disability  insurance  is  far 
more  important  than  life  insurance. 
For  the  better  part  of  your  life,  the 
chances  of  your  being  disabled  are  far 
greater  than  your  chances  of  dying.) 

Whatever  your  aims,  investments 
are  only  one  component — in  many 
cases  a  relatively  small  one — in  meet- 
ing your  goals.  No  financial  planner  in 
his  right  mind  would  realistically 
project,  for  example,  that  you  can 
.fund  your  kids'  education  by  making 
hits  on  the  market.  Listen  to  Larry 
Krause,  a  San  Francisco-based  plan- 
ner: "Based  on  our  experience,  most 
people  lose  money  on  the  market"  (see 
box,  p.  199).  The  prudent  planner  will 
suggest  gifts,  trusts,  loans  and  such 
prosaic  savings  vehicles  as  govern- 
ment zero-coupon  bonds. 

Then  why  do  people  get  sucked  into 
wild  investment  schemes  by  "finan- 


cial planners"?  Because  they  fail  to 
understand  the  basically  conservative 
nature  of  real  financial  planning,  and 
the  planners  they  go  to  are  greedy. 
The  planners'  fat  commissions  on 
such  "investments"  as  diamonds  and 
some  shelters  and  limited  partner- 
ships drive  them  to  sell  rather  than 
advise.  Says  one  California  planner,  "I 
had  a  client  who  wanted  the  name  of  a 
financial  planner  in  Ohio  for  a  rela- 
tive. I  went  through  the  directory  [of 
certified  financial  planners]  and  called 
the  one  I  thought  had  the  best  creden- 
tials. He  proceeded  to  tell  me  proudly 
that  he  had  sold  more  of  a  certain  type 
of  deferred  annuity  than  anyone  else 
in  the  U.S.  Obviously,  no  matter  what 
his  clients  need,  they  get  a  deferred 
annuity." 

Yet  there  is  no  doubt  that  a  solid 
financial  plan  will  help  busy  entrepre- 
neurs, executives  or '  other  working 
professionals.  Indeed,  many  corpora- 
tions make  it  a  perk  for  top  execu- 
tives. They  will  have  more  time  to 
concentrate  on  corporate,  instead  of 
personal,  business  (see  box,  p.  203)- 

As  your  goals  change,  so  should 
your  financial  plans.  Figure  on  updat- 
ing yours  annually,  or  perhaps  when 
there's  a  major  tax  change  or  at  least 
whenever  a  major  change  in  your  life 
or  in  your  income  stream  occurs. 

After  all,  most  of  us  rely  basically 
on  our  businesses  and  professions  for 
income.  Over  our  lifetimes,  we  will 
probably  earn  far  more  by  the  sweat  of 


No  planner  will  magically 
solve  all  money  problems,  no 

matter  how  good  he  is  or 

how  much  he  is  paid.  Tou 
cannot  stroll  into  a  planner's 
office,  drop  off  a  shoeboz  of 

records,  then  go  play  golf. 


(One  client)  was  advised  to 

remortgage  and  put  the 

proceeds  into  municipal 

bonds.  The  accountant  failed 

to  mention  the  IRS  says  you 

cannot  deduct  interest  on 

loans  used  for  tax-free 

investments. 


our  brow  than  by  investing.  Example: 
Let's  say  you  are  age  35,  earning 
$50,000  a  year  and  plan  to  retire  at  age 
65.  Assuming  8%  annual  raises,  by 
the  time  you  reach  retirement  age  you 
will  have  earned  $6.1  million  in  gross 
income.  And  that  doesn't  count  any 
company  pension  plans,  profit  sharing 
or  bonuses;  or  such  other  important 
benefits  as  life,  medical  and  disability 
insurance.  That  is  a  lot  of  money  to 
work  with — and  to  shield  from  the  tax 
collector  and  others.  Do  you  sincerely 
think  your  current  investment  portfo- 
lio could  generate  anywhere  near  that 
revenue?  Moral:  You  have  to  decide 
up  front  what  you  actually  want  to 
achieve  with  your  money — and  that 
means  managing,  protecting  and 
maximizing  your  future  earning  pow- 
er much  more  than  just  fiddling  with 
growth  stocks  or  exotic  tax  shelters. 

A  good  financial  plan  is  one  you 
understand  and  one  that  clearly 
works  toward  achieving  your  goals;  it 
can  cost  a  fortune  or  a  pittance. 

Some  planners,  for  example,  will 
take  you  by  the  hand — put  you  on  a 
budget,  rejigger  your  portfolio,  redo 
your  insurance,  plan  your  estate,  set 
up  the  trusts  and  select  the  appropri- 
ate tax  shelters.  Some  will  even  take 
over  your  bill-paying  and  prepare  your 
taxes  every  year  (for  additional  fees,  of 
course).  They  are  clearly  looking  for 
only  the  wealthiest  of  clients,  and  you 
will  pay  handsomely  for  that  kind  of 
customized  service.  Typical  annual 
fees  are  $30,000  and  up,  so  you  need 
to  be  earning  well  into  six  figures  and 
be  worth  over  a  few  million,  or  it 
doesn't  make  sense.  Obviously,  too, 
you  had  better  have  a  lot  of  confi- 
dence in  any  individual  or  institution 
to  whom  you  entrust  so  much. 

On  the  other  hand,  there  are  do-it- 
yourself  kits  that  will  do  little  more 
than  point  out  some  options,  once 
you  have  settled  on  your  financial 
goals.    Such    a    computer-generated 
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plan  is  like  a  set  of  blueprints  of  a 
generic,  three-bedroom  house.  You 
have  to  do  all  the  building,  and  the 
end  product  is  not  going  to  be  much 
different  from  your  neighbor's. 

One  such  kit  is  available  from  the 
Consumer  Financial  Institute  (288 
Walnut  Street,  Newton,  Mass.  02160). 
You  fill  out  a  long  questionnaire,  send 
it  back  with  your  check  for  $175  and, 
within  three  weeks,  get  a  computer- 
generated  financial  plan.  Several  bro- 
kerage houses  and  big  accounting 
firms  will  likewise  prepare  plans  for 


you,  with  the  help  of  a  computer,  for  a 
couple  of  hundred  dollars.  Merrill 
Lynch  calls  its  program  Pathfinder. 
Touche  Ross'  plan,  which  sells  for 
about  $500,  is  predictably  heavy  on 
tax  advice.  E.F.  Hutton  has  three  pro- 
grams available — a  basic,  computer- 
generated  plan  called  MAP  (money 
allocation  program)  costing  $150;  Fi- 
nancial Perspectives,  which  also  re- 
quires an  interview,  costing  $1,500; 
and  an  in-depth,  personalized  finan- 
cial plan,  developed  after  extensive 
personal  interviews,  which  costs  as 


much  as  $10,000.  (You  need  to  be 
earning  at  least  $300,000  and  be 
worth  $3  million  to  qualify  for  this 
last  plan.) 

If  you  have  a  personal  computer, 
there  are  some  pretty  good  software 
programs  on  the  market  that  can  help 
you  generate  your  own,  constantly 
updated  financial  plan.  Andrew  To- 
bias' Managing  Your  Money  ($200)  is 
a  good  basic  guide  (Forbes,  Apr.  9). 

But  brokers,  accountants  and  insur- 
ance agents  all  have  their  biases.  You 
might  prefer  an  independent  planner. 


Counselor  to  the  corporate  elite 


James  E.  Conway,  president  and 
CEO  of  the  Ayco  Corp.,  has  a 
simple  pitch:  Corporate  executives 
freed  from  worry  over  their  own 
personal  finances  are  happier  and 
more  productive.  It  has  worked. 
This  year  some  2,200  executives  at 
over  75  companies,  including  IBM, 
General  Electric  and  Chrysler,  will 
heed  the  advice  of  Albany,  N.Y.- 
based  Ayco. 

Conway's  45  account  manag- 
ers— lawyers  all — specialize  in  ex- 
ecutives earning  $125,000  or  more 
annually,  depending  on  the  com- 
pany (although  they  also  take  on 
individuals  who  are  not  affiliated 
with  corporations). 

For  around  $8,000  per  employee, 
Ayco  develops  individual  financial 
programs  after  collecting  family 
data,  bank  account  balances,  in- 
vestment portfolio  contents, 
copies  of  wills,  trust  agreements, 
employment  contracts  and  other 
documents  and  interviewing  the 
employee  at  least  twice. 

They  ask  executives  about  their 
financial  goals,  the  level  of  risk 
they  are  willing  to  tolerate  in  an 
investment,  and  how  successful 
they've  been  at  managing  money. 
Spouses  and  any  other  financial 
counselors  are  invited  to  attend.  So 
are  attorneys,  because,  in  most 
cases,  wills  and  trust  agreements 
have  to  be  rewritten. 

Ayco  account  managers  also  re- 
view past  tax  returns.  (Conway  es- 
timates about  25%  of  his  clients 
have  improperly  prepared  returns 
and  are  entitled  to  refunds.) 

At  the  second  meeting,  the  cli- 
ent gets  an  80-to-  120-page  report 
with  several  alternative  plans  for 
achieving  long-term  goals.  There  is 
short-term  advice,  too,  usually  to 
spend  less.  "We  often  have  to  tell 
clients  they  have  to  get  rid  of  a  few 


charge  accounts,"  says  Conway. 

Once  the  client  chooses  a  plan,  it 
takes  about  a  year  to  implement  it 
fully.  Ayco  will  arrange  all  transac- 
tions and  develop  tax  shelters  ex- 
clusively for  its  clients.  Ayco's  fee 
drops  to  around  $4,000  per  execu- 
tive annually  after  the  first  year.  If 
the  financial  concerns  are  more  ex- 
otic, the  firm  will,  for  $30,000  a 
year,  provide  comprehensive  spe- 
cialized services,  including  finding 
that  perfect  French  chateau  you've 
been  considering. 

Conway,  51,  an  attorney,  started 
the  business  in  1966  with  invest- 
ment adviser  William  Aydelotte, 
Ayco's  chairman.  It  has  grown  ten- 
fold in  the  last  18  years,  but  Con- 
way doubts  it  has  kept  up  with  the 
financial  planning  industry  as  a 
whole.  "We've  limited  our  growth 
to  30%  a  year,  because  that's  as 
fast  as  we  can  develop  our  people," 


he  says.  Growth  has  its  drawbacks, 
too.  As  financial  planning's  popu- 
larity increased,  Conway  worried 
that  Ayco  might  attract  unwel- 
come acquisition  offers.  Last  year 
he  went  on  the  offensive  and  sold 
Ayco  to  American  Express 
(Forbes,  Oct.  24,  1983). 

Word  of  mouth  is  still  the  best 
method  for  winning  new  clients. 
"Once  Lee  Iacocca  came  on  board 
with  Chrysler,  Caldwell  at  Ford 
followed  and  then  Smith  at  GM," 
says  another  Ayco  executive. 

Conway  says  that  sheltering  in- 
come from  taxes  is  usually  the 
primary  reason  clients  seek  out 
Ayco,  but  he  maintains  his  busi- 
ness won't  suffer  if  Congress  does 
simplify  the  tax  laws:  "If  I  had 
more  money  to  invest  for  my  clients 
without  spending  time  trying  to 
minimize  taxes,  I  could  be  a  lot  more 
effective." — Christine  Donahue. 


James  E  Conway,  president  of  the  Ayco  Corp. 
Spouses  and  lawyers  are  welcome,  too. 
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How  do  you  find  a  good  one?  The 
Institute  of  Certified  Financial  Plan- 
ners will  give  you  the  name  of  a  plan- 
ner in  your  area  who  will,  in  turn, 
suggest  one  or  two  local  members  to 
call  (3443  So.  Galena,  Suite  190,  Den- 


ver, Colo.  80231;  303-751-7600).  The 
International  Association  of  Financial 
Planners  will  also,  on  request,  direct 
you  to  their  members  (Suite  120-C, 
5775  Peachtree-Dunwoody  Road,  At- 
lanta, Ga.  30342;  404-252-9600).  Ob- 
viously, this  is  like  finding  a  doctor 
through  the  county  medical  office  or  a 
lawyer  through  the  bar  association. 
You  may  get  lucky,  but.  .  .  . 

A  smaller,  much  more  select  group, 
specializing  in  very  wealthy  clients,  is 
the  Society  of  Independent  Financial 
Advisers  (2600  So.  Parker  Road,  Build- 
ing 3,  Suite  235,  Aurora,  Colo.  80014). 


They  number  under  20  members.  An 
offshoot  of  that  group,  whose  mem- 
bers number  over  500  and  specialize 
in  less  wealthy  clients,  is  the  Nation- 
al Association  of  Personal  Financial 
Advisers  (3726-J  Olentangy  River 
Road,  Columbus,  Ohio,  43214). 

Word  of  mouth  (once  again)  is  still 
the  best  way  to  get  names.  Your  ac- 
countant, banker  or  lawyer  might 
have  recommendations.  Check  with 
friends  and  acquaintances,  too,  but  be 
careful.  Promoters  are  adept  at  getting 
themselves  known  in  country  clubs, 
fashionable  bars,  etc.  and  can  infil- 


A  planner  by  another  name 


I  don't  see  any  reason  for  banks 
and  trust  departments  to  be  to- 
gether. I  see  a  lot  of  reasons  for 
them  not  to  be  together,"  says  E. 
Deane  Kanaly,  54,  president  and 
owner  of  Kanaly  Trust  Co.  in 
Houston.  As  a  nonbank,  state- 
chartered  entity  with  trust  powers, 
Kanaly  Trust  is  a  fairly  uncommon 
species  of  financial  planner.  The 
FDIC  numbers  only  84  indepen- 
dent trust  companies  like  it  in  the 
country. 

What's  wrong  with  having  a 
bank  and  a  trust  in  one  operation? 
Kanaly  says  there  may  be  a  conflict 
if  a  small-business  owner  dies, 
with  his  company's  stock  in  the 
control  of  the  trust  department  and 
his  company  deep  in  debt  to  the 
bank's  commercial  lending  depart- 
ment. More  important  may  be  the 
likely  higher  turnover  at  a  bank 
than  at  Kanaly's  family-run  busi- 
ness, where  three  sons,  aged  24  to 
31,  are  employed. 

Kanaly  also  knows  banking,  hav- 
ing spent  20  years  in  the  business, 
the  last  5  as  chairman  of  River 
Oaks  Bank  &  Trust  in  Houston's 
posh  River  Oaks  quarter.  He  quit 
in  1975  to  start  Kanaly  Trust.  Pie's 
making  more  money  now  than  he 
did  as  bank  chairman:  about 
$500,000  a  year  on  gross  fees  of  $3 
million  from  400  active  clients. 

The  upper-crust  folks  who  an- 
swer Kanaly's  Wall  Street  Journal 
advertisements  (for  which  he  bud- 
gets $60,000  a  year)  get  a  sales 
pitch  much  like  that  from  a  gar- 
den-variety financial  planner. 
"The  individual  has  become  splin- 
tered financially,"  he  says.  "Some- 
body knows  your  liver,  somebody 
knows  your  toes,  but  nobody 
knows  you.  What  was  needed,  I 
felt,  was  a  general  practitioner  of 


E.  Deane  Kanaly,  dluner  of  Houston's  Kanaly  Trust  Co. 

"Somebody  knows  your  liver  and  your  toes,  but  nobody  knows  you. 


finance."  An  initial  consultation 
will  run  $5,000  and  up,  for  which 
Kanaly  delivers  one  of  those  inch- 
thick  financial  plans  that  comput- 
ers have  made  commonplace  in  the 
industry. 

After  the  customer  decides 
which  suggestions  to  implement 
(buying  and  selling  stocks,  opening 
an  IRA  or  Keogh,  creating  charita- 
ble remainder  trusts,  rewriting  a 
will),  a  yearly  retainer  is  estab- 
lished. Retainers  have  ranged  from 
$3,000  to  $28,000.  This  fee  covers 
limited  phone  calls  and  confer- 
ences with  Kanaly  Trust's  profes- 
sional staff  of  28. 

The  costs  don't  stop  there.  Se- 
curities trading  would  entail  the 
usual  commissions  to  the  broker- 
age firms  Kanaly  uses.  And,  like 
other  investment  advisers,  Kanaly 
collects  an  annual  "investment 
management  fee"  of  about  1%  of 
assets  under  his  care.  On  top  of  all 


that,  special  fees  also  apply  to  such 
services  as  putting  a  Kanaly  repre- 
sentative on  the  board  of  a  client's 
closely  held  company. 

What  does  Kanaly  have  that 
other  planners  don't?  Trust  pow- 
ers, which  help  him  get  estate 
business.  His  fees  for  handling  an 
estate  can  be  as  much  as  4%  of 
assets.  Indeed,  nearly  half  the 
money  under  management  at  Kan- 
aly is  held  in  trust,  and  if  all  of 
Kanaly's  clients  were  to  die  tomor- 
row, he  would  control  another 
$800  million. 

And  what  does  Kanaly  offer 
that  U.S.  Trust  Co.  or  that  the 
local  commercial  bank  doesn't? 
More  personal  service,  perhaps, 
and  independence. 

"The  first  thing  we  tell  people  is, 
'Look,  we  really  don't  know  how  to 
make  you  any  money.'  What  we 
are  trying  to  give  them  is  peace  of 
mind,"  he  says. — Jessica  Greenbaum 
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trate  the  loftiest  of  circles.  Lee  Ia- 
cocca,  for  example,  was  only  one  of 
several  auto-industry  heavyweights 
to  get  caught  in  an  oil-and-gas  tax 
shelter  that  ran  into  trouble  (Forbes, 
June  4)- 

Once  you  find  a  planner,  interview 
him  as  carefully  as  you  would,  say, 
any  key  employee.  This  seems  basic, 
yet  planners  say  they  are  rarely  ques- 
tioned at  length  by  prospective  cli- 
ents. Gary  Goldberg,  a  New  York 
planner,  advises  prospective  clients  to 
get  down  to  business  in  an  interview. 
"Ask  him  what  he  can  do  for  you,  and 
how  he  will  do  it,"  Goldberg  suggests. 

Ask  the  planner  how  long  he  has 
been  in  business  and  request  refer- 
ences. And  by  all  means  get  a  sample 
plan.  Note:  Some  planners  will  charge 
you  for  an  initial  interview,  in  order 
to  chase  away  those  just  looking  for 
free  advice.  Look  upon  that  fee,  if 
there  is  one,  as  you  would  a  lawyer's 
consultation  fee.  If  you  do  hire  the 
planner,  that  charge  may  go  toward 
the  total  fees.  Ask  the  planner  for 
names  of  others  in  the  field,  too. 

There's  a  long-standing  controversy 
among  independent  planners  over 
which  is  better:  those  who  charge  fees 
or  those  who  are  compensated  solely 
by  the  commissions  their  clients  gen- 
erate. In  the  former  case  the  planner 
may  only  make  recommendations 
and  leave  it  up  to  you  to  implement 
them.  Or,  if  you  insist,  he  will  also 


call  the  broker,  the  insurance  agent, 
etc.  In  that  case,  he  may  or  may  not 
receive  a  cut  of  commissions  on  the 
business  he  places. 

Other  planners  thrive  strictly 
on  the  commissions — and  are 
thus  open  to  the  charge  that 
they  may  be  more  interested 
in   generating   commissions 
than  they  are  in  your  welfare. 
This  is  especially  true  of  non- 
independent  planners,  such  as 
brokers.  Indeed,  some  computer- 
generated  plans  from  brokers  heav- 
ily tout  products  the  brokers  sell. 
Finally,  some  planners  are  hybrids — 
they  will  charge  an  initial  fee  and  also 
receive  commissions. 

Which  is  best?  The  most  important 
thing  to  keep  in  mind  is  the  ability  of 
the  planner.  There  is  an  analogy  here 
with  mutual  funds.  Front-loaded 
funds  put  less  money  to  work  right 
away  because  of  a  front-end  commis- 
sion of  8%  or  so,  but  if  the  fund  is  well 
managed,  it  is  a  better  investment 
than  a  no-load  fund  that  underper- 
forms.  Moral:  Judge  the  planner  by  his 
performance  and  references,  not  the 
way  he  structures  his  fees. 

Still  in  a  quandary  over  whether  to 
seek  out  an  expensive  planner?  Here's 
one  suggestion:  Buy  a  computer-gen- 
erated plan,  for  openers.  Just  filling 
out  the  questionnaire  will  force  you 
to  dig  out  all  your  relevant  financial 
records  and  to  pinpoint  what  your  fi- 
nancial aims  really  are.  If  you  are 
earning,  say,  over  $100,000  a  year,  the 
plan  provided  by  the  Consumer  Fi- 
nancial Institute  is  one  suggestion. 

Using  that  as  a  guide,  you  can  judge 
other  planners'  sample  plans.  And 
you  will  at  least  have  done  a  lot  of 
spadework  if  you  decide  to  engage  the 
services  of  a  planner  in  the  flesh.  ■ 


There  are  do-it-yourself  kits 
that  will  do  little  more  than 

point  out  some  options,  once 
you  have  settled  on  your 

financial  goals.  Such  a  plan  is 
like  a  set  of  blueprints  of  a 

generic  three-bedroom  house. 


Answers  to  questions  on  p.  197 


1.  The  maximum  federal  tax  on 
all  sources  of  income  is  50%,  but  if 
you  live  in  a  city  with  a  high  local 
income  tax,  such  as  New  York,  you 
can  pay  up  to  57%  after  the  federal 
deduction  for  state  and  local  tax 
payments. 

2.  $2,532.60 

S.  You  can  roll  over  a  portion  of 
your  pension  plan  into  an  IRA,  but 
the  portion  you  keep  is  taxable  as 
income. 

4.  You  aren't  allowed  to  ex- 
clude any  interest  income  except 
that  from  tax-exempt  bonds. 

5.  The  holding  period  for  cap- 
ital gains  and  losses  is  six  months 


on  property  acquired  after  last  June 
22  and  before  Jan.  1,  1988. 

6.  You  can  put  25%  of  your  to- 
tal income,  up  to  $30,000,  into  a 
Keogh  defined-contribution  plan. 
But  a  defined-benefit  plan  will  al- 
low you  to  put  a  lot  more  into  it. 
Your  contributions  are  limited 
only  in  that  your  accumulated 
benefits  at  retirement  cannot  ex- 
ceed $90,000  a  year  or  100%  of 
your  average  compensation  over 
the  last  three  years.  If  you're  55, 
earning  $150,000  a  year  and  plan- 
ning to  retire  at  65,  you  can  con- 
tribute $53,865,  or  36%  of  your 
gross  pay,   to  get  the  maximum 


benefit  of  $90,000  a  year. 

7.  Yes. 

8.  $125,000. 

9.  You  can  donate  up  to  50%  of 
your  total  income  to  a  recognized 
charity  and  claim  a  deduction.  But 
if  you  donate  appreciated  property, 
the  deductible  amount  drops  to 
30%,  the  same  as  if  you  give  cash 
to  private  foundations. 

10.  If  you  expect  to  send  your 
child  off  to  college  around  age  18, 
you  should  establish  a  Clifford 
trust  by  his  seventh  birthday,  since 
the  trust  must  last  ten  years  and 
one  day. 

11.  All  of  it. 
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YOU  DON'T  LIVE  IN  ONE  ROOM  AT  HOME. 
WHY  LIVE  IN  ONE  ROOM  AWAY  FROM  HOME? 


Staying  in  one  room  is  no  way  to  live.  Or  travel.  Stay  at 
Guest  Quarters,  where  there  are  suites,  and  nothing  but 
spacious,  comfortable  suites,  exclusively.  That's  living. 
Instead  of  a  bed-surrounded-by- four- walls,  you  get  a  bedroom, 
living  room,  dining  area,  full  kitchen,  all  for  the  same  price  as  a 
single  room  at  other  fine  hotels. 
Plus,  you  get  Guest  Quarters'  answer  to  room 
service:  Suite  Service.  We  can  serve 
you  a  gourmet  dinner,  cater  your  party 


or  meeting,  right  in  your  suite. 
We  can  even  prestock  your  pantry, 
bar,  or  refrigerator. 

Stay  at  Guest  Quarters.  And  find  out 
for  yourself  why  so  many  people  who 

fhave  never  stayed  at  Guest 
Quarters  before,  will  never 
^  ^agj     stay  anyplace 
else  again. 


THE  ALL  SUITE  HOTELS 


Call  toll  free 


800  424-2900 

In  Washington,  DC,  call  861-6610 
or  call  your  travel  consultant 


WASHINGTON,  DC         HOUSTON,  TX 

801  New  Hampshire  Ave  N.W.      5353  Westheimer  Rd 
2  500  Pennsylvania  Ave.  N  W 


ATLANTA,  GA 

III  Perimeter  Center  West 
7000RoswellRd 


ALEXANDRIA,  VA     GREENSBORO,  NC     TAMPA,  FL     CHARLOTTE,  NC 

100  S  Reynolds  St.  5929  W  Friendly  Ave  Fall  1984  Fall  1984 


How  high  technology 
conquered  cold  feet. 


ALLEGHENY  INTERNATIONAL 

SPECIAL  SKILLS  FOR  SPECIAL  NEEDS. 


The  Genesis  blanket  is  the  new 
electric  blanket  developed  by 
Northern  Electric,  an  Allegheny 
International  company 

A  new  patented  heating  system 
uses  a  unique  wire  called  PTC 
(positive  temperature  coefficient) 
which  acts  like  a  million  tiny 
thermostats  to  sense  and 
react  to  minute  vari- 
ances in  temperature. 


The  new  Genesis     '>\ 
blanket  is  part  of  the      i 
Slumber  Rest  line 
of  blankets  from 
Northern  Electric. 


The  blanket  responds  by 
sending  more  warmth  to  those 
areas  that  need  it.  This  break- 
through in  thermal  technology 
means  that  the  Genesis  blanket  not 
only  guarantees  greater  sleeping 
comfort  but  eliminates  the  need  for 
up  to  20  thermostats  found  in  ordi- 
nary electric  blankets. 


Another  example  of  how 
Allegheny  International  is  applying 
new  technologies  to  improve  con- 
sumer products  is  the  recently  intro- 
duced Sunbeam  Monitor  Iron.  It's 
the  first  iron  with  a  "thinking"  solid- 
state  electronic  system  that  senses 
and  automatically  adjusts 
heat  and  even  turns  itself 
off  if  accidentally  left 
on.  The  Sunbeam 
Monitor  Iron  shuts  off  in 
30  seconds  if  it's  knocked 
over  or  left  in  the  ironing 
position;  it  shuts  off  in  10 
minutes  if  left  upright.  New 
controls  and  indicator  lights, 
extra  steam  vents  and  self- 
cleaning  features  help 
make  it  the  ultimate  in 
ironing  ease  and  safety 

The  Sunbeam  Monitor 

Iron,  with  its  electronic 

brain,  guarantees 

precise  heat.  It  even 

shuts  off  if  you  forget. 

In  Europe,  Rowenta, 
another  Allegheny 
International  company 
has  applied  new  tech- 
nology to  toasters.  The  new 
Rowenta  "Cool Touch"  toaster 


A  sleeper's  body  temperatures  can 
vary  as  much  as  10  degrees  or  more. 
A  unique  new  wire  developed  for  the 
Genesis  electric  blanket  acts  like  a 
million  tiny  thermostats  and  sends 
more  warmth  to  those  areas  that 
need  it  and  less  to  those  that  don't. 


is  the  first  toaster  that  feels  cool  even 
while  toasting.  Its  supersize  slot 
accommodates  thick  slices,  and  an 
automatic  centering  device  means 
even  toasting  for  any  size  piece. 

Thick  slices  fit  easily 
in  the  cool-sided 
Rowenta  toaster 
sold  in  Europe. 


These  are  just 
some  of  the  ways 
Allegheny  International  companies 
worldwide  are  applying  new  tech- 
nologies to  achieve  innovations 
and  improvements.  As  the  world's 
leading  maker  of  work-saving 
consumer  products,  we  are  dedi- 
cated to  developing  the  most  ad- 
vanced and  reliable  products  for 
people  everywhere. 
For  more  information, 
write  to  us  at  Box  456  M  Two 
Oliver  Plaza,  Pittsburgh,  PA  15230. 

®  Sunbeam,  Rowenta,  Cool  Touch. 
™Genesis,  Monitor,  Slumber  Rest. 
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Edited  by  Stephen  Kindel 


Why  buy  Brand  X  paper  towels  instead  of 
Brand  Y?  Because  Brand  X  might  just  win 
you  a  trip  to  Hawaii. 


A  good  thing,  or 
at  least  a  quick  fix 


I'.iiruk  Mil),  mi 


By  Raymond  Goydon 


Spending  on  sales  promotion 
(cents-off  coupons,  co-op  adver- 
tising and  other  trade 
allowances,  contests,  sweepstakes, 
premiums,  samplings,  self-liquida- 
tors, etc.)  continues  to  boom.  Having 
grown  at  an  average  of  12%  per  year 
for  the  last  nine  yeats,  total  spending 
by  U.S.  companies  on  sales  promotion 
of  all  kinds  will  probably  reach  some 
$80.3  billion  in  1984.  Compare  that 
with  advertising's  9%  annual  growth 
rate  in  the  same  period,  reaching 
about  $48  billion  this  year,  and  you 
get  some  idea  of  sales  promotion's 
growing  importance. 


No  great  surprise  here  to  the  likes 
of  Jeffrey  Feinman,  president  and 
founder  of  Ventura  Associates  Inter- 
national, Inc.,  a  New  York  City-based 
sales  promotion  agency  with  a  client 
list  that  includes  Montgomery  Ward, 
Citibank,  IBM,  Hertz  and  Nabisco. 
"Today,"  Feinman  says,  "with  $200 
and  a  good  organic  chemist  anybody 
can  make  anything.  As  a  result,  the 
art  of  manufacturing  has  really  lost 
way  to  the  art  of  advertising.  But  now 
advertising  is  taking  on  the  same  par- 
ity as  products."  The  result?  Look- 
alike  products,  look-alike  packaging, 
look-alike  advertising  .  .  .  and  declin- 
ing brand  loyalty.  That's  why  we're 
seeing  more  bets  placed  on  the  chance 


to  win  a  Hawaiian  vacation  or  a  color 
television  set  as  the  reason  to  buy, 
say,  paper  towel  X  instead  of  Y  at  the 
local  supermarket.  "It's  that  some- 
thing extra  that  they  didn't  expect  to 
receive  in  the  normal  course  of  doing 
business  that  makes  the  difference  in 
brand  choice,"  Feinman  believes. 

Promotions  are  now  being  em- 
braced even  by  heavyweight  compa- 
nies like  Procter  &  Gamble  that  once 
spurned  them.  "You  see  it  coming  up 
over  and  over  again,"  says  Roger  A. 
Strang,  a  former  professor  of  market- 
ing at  New  York  University  and  now 
a  vice  president  at  Dorman's  Cheese 
Co.  "The  airlines  with  their  frequent- 
flyer  programs,  the  banks  and  other 
financial  institutions  with  all  sorts  of 
programs  and,  of  course,  the  whole 
mushrooming  of  promotional  activity 
in  the  fast-food  category." 

Strang  believes  that  many  of  these 
companies  were  driven  to  promotion 
by  deregulation,  which  brought  new 
competitors  and  heightened  levels  of 
competition  to  some  undermarketed 
product  categories. 

But  the  most  important  factor  of 
all,  Strang  says,  is  the  quick  fix  a 
sales  promotion  can  give  to  falter- 
ing demand.  This  last  point  is  a 
matter   of   some    importance    to 
product  and  brand  managers  seek- 
ing to  add  something  extra  in  or- 
der to  reach  short-term  sales  pro- 
jections and  to  justify  marketing 
expenditures. 
Recently,  that  something  ex- 
tra popped  up  in  a  promotion  Ven- 
tura Associates  handled  for  a  book 
titled  Who  Killed  the  Robins  family? 
published  by  William  Morrow  &.  Co. 
The  book  is  a  whodunit  with  an  un- 
conventional  twist:    Morrow,    along 
with  the  book's  creator,  Bill  Adler, 
and  author,  Thomas  Chastain,  chal- 
lenged readers  to  submit  a  written 
answer  to  the  questions  of  who  killed 
each  of  the  eight  members  of  the  Rob- 
ins clan,  and  to  make  it  worth  the 
literary  sleuth's  while,  the  publisher 
anted  up  a  $10,000  cash  reward  for  the 
best  solution. 

The  contest  gimmick,  says  Susan 
Ball,  formerly  director  of  advertising 
and  sales  promotion  at  Morrow, 
changed  a  run-of-the-mill  murder 
mystery  into  a  bestseller:  More  than 
300,000  hardcover  copies  at  $9.95 
have  been  sold,  and  the  mystery  held 
a  spot  on  the  New  York  Times  bestseller 
list  for  36  weeks. 

Such  success  spawns  sequels,  not 
only  from  Morrow,  but  from  Pocket 
Books,  a  division  of  Simon  &  Schus- 
ter, also.  It  has  come  out  with  Prize 
Meets  Murder,  the  first  in  a  series  of 
mystery  novel  contests,  each  with  a 
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Madison  Avenue  discovers  promotion 


When  marketing  dollars  shift 
from  media  advertising  bud- 
gets to  sales  promotion,  smart  ad- 
vertising agencies  follow  the 
money.  Understandably  reluc- 
tant to  risk  kissing  those  dollars 
good-bye,  a  good  many  agencies 
have  been  strengthening  their 
promotional  capabilities,  one 
way  or  another. 

Ogilvy  &  Mather,  for  example, 
third  largest  in  billings  in  the 
U.S.,  developed  its  own  sales  pro- 
motion subsidiary.  Grey  Adver- 
tising, ninth  largest  in  the  U.S., 
went  outside  and  acquired  a  spe- 
cialist, Beaumont-Bennett,  Inc.  Edward  Meyer, 
Grey's  president,  argues  that  more  is  at  stake  than 
hanging  on  to. more  of  the  clients'  dollars.  Frequent- 


ly, he  says,  clients  would  find  the 
themes,  styles  and  points  of  view 
that  they  had  spent  millions  of 
dollars  to  convey  in  advertising 
"bastardized,  corrupted  or  totally 
ignored  in  point-of-sale  or  other 
sales  promotion  material."  Ad 
agencies,  he  says,  are  better  able 
to  integrate  the  different  facets  of 
a  marketing  plan.  At  the  very 
least,  agencies  serve  to  reduce  co- 
ordinating headaches. 

For  one  reason  or  the  other,  it 
seems  likely  that  agencies  will 
get  deeper  into  promotion. 
"Within  the  next  five  years,"  pre- 
dicts Mike  Zisser,  Beaumont's  president,  "75%  of  all 
sales  promotion  billings  will  be  controlled  by  the  top 
ten  agencies." — R.G. 


reward  of  $15,000  for  the  best  solu- 
tion. While  a  few  consumer  contests 
are  hardly  a  revolution  in  book  pro- 
motion, the  lesson  is  clear:  Good  pro- 
motion can  generate  interest  even  in  a 
mature,  relatively  sedate  industry. 

This  newfound  willingness  to  ex- 
periment with  sales  promotion  is 
showing  up  in  other  traditionally 
hidebound  businesses.  Heidi  Ber- 
macher,  formerly  a  marketing  vice 
president  at  Shearson  Lehman/ Amer- 
ican Express,   says  she  encountered 


skepticism  some  years  back  when  she 
first  raised  the  issue  of  sales  promo- 
tions in  the  company's  travel-related 
services  area.  But  attitudes  changed  as 
competition  in  the  credit  card  arena 
intensified.  To  increase  card  usage, 
American  Express  began  tie-ins  with 
major  airlines,  cruise  lines,  hotels  and 
other  travel  and  entertainment  orga- 
nizations. These  incentive  programs 
create  excitement  and  anticipation 
that  otherwise  wouldn't  exist.  "I  use 
them,"  Bermacher  says,   "because  I 


know  they  work." 

Promotion,  like  anything  else,  can 
be  overdone.  When  everybody  does  it, 
it  loses  its  edge.  Most  experts  agree 
that  it's  easier  to  match  a  competi- 
tor's promotional  efforts  than  just 
about  any  other  ingredient  in  his  mar- 
keting mix.  So,  while  the  chance  to 
win  a  dream  may  remain  a  powerful 
motivator,  marketers  would  do  well 
to  remember  that  consumers  can  be 
as  fickle  about  their  dream  vacation 
as  they  are  about  their  paper  towels. 


Just  for  the  taste  of  it 


You  can't  say  that  Americans  don't 
have  their  priorities  straight.  Last 
year  they  spent  $4  billion  on  choco- 
late, which  is  a  bit  more  than  the 
amount  spent  on  personal  computer 
hardware  and  software  put  together. 

Despite  that  kind  of  spending,  the 
industry  is  going  through  a  bitter- 
sweet period.  Small  sign  of  the  times: 
Kron  Chocolatier,  among  the  first  of 
the  chocolate  boutiques  (hand-dipped 
fresh  fruit,  even  large  chocolate  ten- 
nis rackets),  filed  for  protection  from 
its  creditors  under  Chapter  1 1  of  the 
Bankruptcy  Act  last  October.  Larger 
sign  of  the  times:  Hershey  Foods,  the 
$1.7  billion  (sales)  chocolate  giant,  is 
diversifying  like  mad  out  of  solid 
chocolate  products  and  into  lighter 
snacks,  in  response  to  the  new  health- 
and  fitness-conscious  consumer.  Her- 
shey has  entered  the  $250  million 
granola  bar  market,  a  market  that  has 
grown  rapidly  in  recent  years. 

Is  America  losing  its  sweet  tooth? 
Not  really.  Chocolate  consumption  is 
a  healthy  2.2  billion  pounds  per  year, 
up  13.6%  since  1980.  The  real  prob- 
lem is  economic:  Good  chocolate  is 


Hershey  "Kisses"  in  production 
And  now,  granola. 


expensive,  getting  more  so,  and,  de- 
spite the  example  of  "designer" 
chocolates  like  Michel  Guerard's  at 
$36  for  1  Vi  pounds,  there  is  a  limit  to 
how  much  you  can  charge  before  con- 
sumers decide  to  spend  their  money 
elsewhere. 

Keeping  that  limit  from  being 
reached,  says  Leonard  Teitelbaum,  a 
food  analyst  for  Merrill  Lynch,  de- 
pends entirely  on  adroit  marketing. 
"At  $25  per  pound,"  says  Teitelbaum, 
"there's  no  way  you  can  [make  giving 
expensive  chocolate  a]  normal  occa- 
sion. The  recipient  of  the  gift  there- 
fore has  to  know  that  he  is  getting 
something  expensive.  It's  the  cachet 
that  sells." 

Developing  the  right  cachet  for  a 
brand  of  expensive  chocolate  is  itself 
not  an  inexpensive  proposition.  While 
marketers  such  as  Kron  are  wrestling 
with  that  problem,  they  also  have  to 
confront  a  rising  raw  material  cost 
structure. 

The  best  bittersweet  chocolates  and 
chocolate  coatings  use  what  the  in- 
dustry calls  flavor  beans,  rather  than 
the  common  filler  beans  used  in  mak- 
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Edwin  C.  Holmer, 

President, 

Exxon  Chemical  Company 


HELP  YOUR 


EXECUTIVES 
OPEN  NEW 
MARKETS  FOR 


I'm  a  volunteer  supporter  of 
the  International  Executive  Service 
Corps,  a  not-for-profit  organization 
with  a  vital  mission: 

We  send  retired  U.S.  exec- 
utives to  help  companies  in  develop- 
ing countries.  The  executives  receive 
expenses,  but  no  salary. 

Our  main  purpose  is  to  help 
developing  countries  succeed  in  busi- 
ness. But  the  benefit  doesn't  stop 
there.  These  countries  consume  about 
40  percent  of  U.S.  exports. 

With  the  support  of  over 
800  U.S.  companies,  we  have  com- 
pleted 8,500  projects  in  72  countries. 
Our  Board  of  Directors  and  Advisory 
Council  include  the  CEOs  of  many  of 
America's  largest  companies. 

Join  me  in  helping  busi- 
nesses in  developing  countries.  For 
more  information,  write  to  Ed  Holmer, 
President,  Exxon  Chemical  Com- 
pany, at  8  Stamford  Forum,  P.O.  Box 
10005,  Stamford,  CT  06904-2005. 
Or  call  this  number:  (203)  967-6000. 


International 
Executive 
Service  Corps 


Hershey  conching  machines,  used  for  enhancing  chocolate's  texture 
There's  a  limit  to  how  much  you  can  charge. 
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ing  cocoa  powder  and  cheaper  choco- 
lates. The  trouble  is  that  flavor  beans 
make  up  only  7%  of  all  beans  now 
produced.  On  top  of  that,  the  Food  & 
Drug  Administration  requires  that 
chocolate  liquor,  which  is  the  basis 
for  all  chocolate  products,  must  have 
a  50%  to  58%  cocoa  butter  content. 
Additional  cocoa  butter,  a  by-prod- 
uct of  the  chocolate  manufacturing 
process,  is  mostly  purchased  sepa- 
rately by  chocolate  manufacturing 
companies  because  their  own  choco- 
late production  does  not  yield 
enough  cocoa  butter  to  satisfy  either 
taste  or  FDA  rules.  As  a  result,  says 
Barry  Zoumas,  Hershey's  vice  presi- 
dent for  science  and  technology, 
"You  can't  really  reduce  chocolate 
cost  except  by  making  the  processing 
itself  more  efficient." 

To  add  to  these  problems  there  is 
the  general  volatility  of  the  bean  mar- 
ket: Flavor  beans  come  from  a  tight 
band  of  equatorial  countries,  most  no- 
tably Ghana.  Constant  changes  in 
government  and  general  instability 
have  played  havoc  with  supplies. 

All  that  makes  the  competition  at 
the  upscale  end  bitter,  and  likely  to 
bring  in  the  biggest  players.  Kron's 
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major  competition  is  Godiva,  a  divi- 
sion of  Campbell  Soup  Co.  since  1969, 
which  sells  through  its  own  stores 
and  in  many  department  stores.  Godi- 
va chocolates,  unlike  Kron's  hand- 
formed  products,  are  machine-made. 
Nevertheless,  Andrew  Carduner, 
managing  director  of  the  partnership 
that  took  over  Kron  after  it  went  into 
bankruptcy,  may  have  to  concede 
some  portion  of  the  luxury  market  to 
Godiva,  just  because  Kron  does  not 
have  the  marketing  clout  of  a  large 
company  behind  it.  Instead  of  Godiva, 
Carduner  sees  his  competition  as 
small  importers,  the  kind  who  may 
have  one  small  shop  in  New  York  and 
another  in  Los  Angeles  and  thrive  on 
favorable  word-of-mouth  rather  than 
expensive  promotion. 

While  the  heirs  to  Kron  cope  with 
that  problem,  the  high-end  chocolate 
market  has  already  caused  the  larger 
companies  to  upgrade  some  of  their 
products.  And,  after  all,  if  what  you 
really  want  is  a  great  bar  of  chocolate 
after  lunch  instead  of  a  solid  choco- 
late telephone,  it  is  now  easier  and 
less  expensive  to  come  by.  The  best 
example  is  Nestle.  It  reformulated  its 
basic  bar  in  1983,  using  lessons 
learned  from  its  coatings  division, 
which  makes  up  half  its  chocolate 
business  and  whose  chocolate-buying 
customers  include  among  others, 
Kron  Chocolatier. — Francesca  Lunzer 
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How  does  the  world  answer  the  phone? 
United  Telecom  asked  Charles  Berlitz. 


M^ 


Following  are  excerpts  from 
an  exclusive  United  Telecom 
interview  with  noted  linguist 
Charles  Berlitz. 


"W  n  Germany,          /^wy^-ji 

JpltsP  •' 

1  you  can  answer    /  \  \  iW^^fe 

m&^Hwty 

JL  with  your  nwn      Y\±M~  ^^§ 

name.  In  Greece,  y°u^Yji^5|§lP 

say  the  equivalent  of      \fxj\r$k 

tff^&L 

"come  in."  Russians  say,  x/T\i////\ 

"I'm  listening."  Italians,     V\S\ 

"pronto,"  meaning  "ready."  VnSm 

lS»*'    ^4 

Japanese,  in  their  abnormally  NSjrvk. 

polite  manner,  say  the  equivalent>^*> 

^S^f  '^C'^saBJI 

of  "excuse  me."                            ^ 

DJ31  i     \f    ,L 
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Is  phone  conversation  harder 
than  direct  communications? 

Talking  over  the  phone  is  a  different 
way  of  communicating.  You  don't  have 
your  hands,  eyes  or  body  to  help.  A  good 
test  of  a  language  is  if  you  can  speak  it 
without  difficulty  over  the  phone. 

Is  it  more  complicated? 

It's  simpler — 90  percent  are  limited  to 
about  25  expressions. 

Mark  Twain  said  he  got  around 
Germany  with  just  four  words:  please, 
beer,  kiss  and  thanks.  Not  necessarily 
in  that  order. 

How  did  language  get  started? 

We  don't  really  know.  My  own  feeling  is 
that  it  began  as  a  way  to  facilitate  group 
hunting.  Probably  the  very  first  word  was 
a  cry  of  warning,  some  form  of  "look  out." 

Will  there  ever  be  a  universal 
language? 

Yes,  I  think  the  increase  in  travel 
will  finally  give  us  some  kind  of 


world  language  and  I  think  it  will  be 
English.  It's  really  an  assimilated  mixture 
of  most  of  the  world's  languages  already 
and  has  become  an  unofficial  second 
choice  almost  everywhere. 


United  Telecom 


Does  telecommunica- 
tions have  an  effect? 

It's  definitely  a  simplifier. 
At  the  time  of  Christ  there 
were  10,000  languages. 
Today  there  are  only 
2,976.  Of  all  international 
phone  calls,  85  percent 
are  in  English.  In  Asia, 
all  the  countries  have  their 
own  languages  but  they  use 
English  when  they  want  to 
communicate  across  borders.  The 
world  is  actually  getting  to  be  a  much 
less  complicated  place  in  which 
to  communicate. 


Charles  Berlitz  is  a  writer,  a  lec- 
turer, a  communications  con- 
sultant, and  one  of  the  world's 
foremost  linguists  with  a  working  knowl- 
edge of  30  languages. 

At  United  Telecom  we  wanted 
to  share  his  views  on  communication 
because  that's  our  business. 

We  provide  the  tools  that  make 
communicating  easier — from  basic  tele- 
phone service  to  a  national  long  distance 
network,  cellular  mobile  communica- 
tions, data  communications,  and  video 
conferencing. 

We're  a  2.5  billion  dollar  company 
with  a  big  stake  in  one  of  man's  most 
basic  needs.  The  need  to  communicate. 
For  more  information  and  reprints 
of  our  ad  series,  write  D.F.  Forsythe, 

United  Telecom,  Box  11315, 
Kansas  City,  MO  64112. 


The  Homeless  Arr 


They're  not  unemployed.  They  have 
jobs.Theyre  not  poor.They  make  decent 
money  They  just  don't  make  enough. 

They're  America's  middle  class,  the 
victims  of  the  Affordability  Gap. 

The  gap  between  what  they  make 
and  what  it  takes  to  buy  a  home. 

And,at  the  rate  the  gap  is  widening, 
America  could  well  become  a  nation  of 
renters  in  the  next  decade. 

But  we're  working  to  see  that  it 
doesn't  happen. 

At  Fannie  Mae,  we  buy  billions  of 
dollars  worth  of  mortgage  loans  from 
lenders.Fbr  years,we've  bought  fixed  rate 
mortgages,  but  high  interest  rates  can 
put  this  type  of  mortgage  out  of  reach  for 
the  average  American. 

So,  to  help  more  people  qualify  for 
homeownership, we've  championed 
Adjustable  Rate  Mortgages  (ARMs).  And, 
to  see  that  ARMs  don't  produce'payment 
shock'later  on,we've  introducedcaps" 
on  rates  and  payments. 

Tb  give  homebuyers  more  options, 
we've  taken  the  lead  in  buying  loans  on 
condominiums  and  co-ops. 

And  well  keep  on  working  to  develop 
new  ways  to  close  the  Affordability  Gap 
for  millions  of  Americans. 

AfteralLthatsourjob. 

Fannie  Mae.Where  America  gets  the 
big  ideas  in  home  finance. 


^£  FannieMae 
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Semiconductor  makers  used  to  get  better 
yields  putting  more  circuits  on  a  chip, 
more  chips  on  a  wafer.  Now  they  need . . . 

A  whole  new 
set  of  tricks 


By  Ellen  Benoit 


With  demand  for  silicon- 
based  memories  and  micro- 
processors apparently  inex- 
haustible, the  worldwide  market  for 
semiconductors  should  grow  from  an 
estimated  $27  billion  in  1984  to  $33 
billion  next  year,  according  to  Ari- 


zona consulting  firm  Integrated  Cir- 
cuit Engineering  Corp.  But  that 
doesn't  mean  manufacturers  are  mak- 
ing easy  money.  Quite  the  contrary. 
Each  increase  in  production  to  meet 
higher  demand  means  a  huge  invest- 
ment in  newer  and  more  complex 
manufacturing  processes.  Right  now, 
a  small  chip-fabrication  facility,  say 


10,000  square  feet,  costs  $20  million. 
By  1990  the  cost  of  a  comparable-size 
factory  is  expected  to  be  as  much  as 
250%  higher. 

Until  recently  such  cost  increases 
have  been  more  than  offset  by  a  rise  in 
the  number  of  transistors  per  chip.  In 
the  1960s  engineers  were  fitting 
merely  hundreds  of  circuits  on  a  chip 
smaller  than  a  fingernail.  Today  the 
norm  is  more  than  100,000  on  the 
same  size  chip,  and  devices  with  more 
than  250,000  transistors  are  already 
being  manufactured. 

What  chipmakers  count  on,  of 
course,  is  that  economies  of  scale,  a 
healthy  market,  higher  production 
yields  and  ever-denser  chips  will  en- 
able them  to  recover  their  invest- 
ments without  having  to  raise  prices. 
It  is,  after  all,  an  industry  in  which 
falling  prices  have  been  the  norm. 
Says  Patrick  Brooks,  Intel  Corp.'s 
product  marketing  manager  for  mem- 
ory products:  "As  you  produce  more, 
you  become  more  efficient.  Every 
time  we've  doubled  volume,  the  price 
has  gone  down  about  30%." 

Now,  though,  the  basic  design 
strategy  for  getting  the  most  out  of 
materials  is  running  up  against  some 
remorseless  economics.  Squeezing 
more  transistors  onto  chips  leaves 
less  room  for  error  and  means  decreas- 
ing the  "defect  density,"  the  number 


Photos  by  John  Madere,  taken  at  the  Hudson.  Mass  plant  of  Digital  Equipment  Corporation 


Flatbed  plotter  producing  detailed,  four-color  "map"  of  computer  chip  circuitry 

For  design-checking  by  humans,  micron-size  circuit  paths  must  grow  to  become  felt-tip  roadways. 
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of  manufacturing  flaws  on  each  chip. 
A  speck  of  dust  in  a  "clean  room,"  a 
slight  vibration  in  the  machine  that 
writes  the  circuit  pattern  on  the  sili- 
con, can  mean  a  useless  chip.  And  the 
push  toward  ever-larger,  denser  chips 
just  increases  the  probability  of  mis- 
takes. That's  one  of  the  things  that 
helped  sink  Trilogy's  ambitious  plan 
to  build  a  2 '/2-inch  super  processor 
chip  (Forbes,  June  18). 

At  this  point,  if  manufacturers 
want  to  improve  their  yields,  they're 
going  to  have  to  do  all  the  things  they 
have  been  doing,  and  more.  Right 
now,  yield  varies  all  over  the  place. 
Manufacturers  who  are  willing  to 
comment  at  all  report  yield  figures 
that  range  "from  5%  to  95%."  In  part, 
they're  hiding  crucial  information 
from  their  competition.  But  to  a  large 
degree,  manufacturers  are  telling  the 
truth  when  they  report  such  wide 
fluctuations.  Contamination,  produc- 
tion equipment  inadequate  for  super- 
fine circuitry  and  a  lack  of  process 
controls  all  make  it  difficult  to  get  the 
maximum  number  of  chips  out  of  the 
materials  at  hand.  A  need  for  better 
quality  control  at  all  four  main  stages 
of  production — design,  fabrication,  as- 
sembly, inspection  and  testing — is  be- 
yond dispute. 

Fortunately,  important  advances 
are  beginning  to  emerge  in  every  one 


Technicians  in  clean-room  garb 
The  password  is  "bunny  suit." 

of  these  major  areas,  all  with  the  com- 
mon aim  of  improving  the  yield  of 
existing  processes.  Here,  a  roundup  of 
the  improvements  either  already  in 
hand  or  within  reach. 

•  Design.  Semiconductor  producers 
now  know  that  smaller  circuits  will 
work  because  their  computers  tell 
them  so.  Gone  are  the  days  when  en- 


gineers laid  out  chip  designs  on  sheets 
of  mylar  that  were  photographically 
reduced  and  reproduced  to  have  cir- 
cuitry layout  converted  to  glass  photo 
masks.  Now  designs  are  laid  out  on 
computer-aided  systems  with  soft- 
ware that  simulates  chip  design  and 
predicts  performance — something  en- 
gineers used  to  calculate  by  hand. 

Some  companies  reinforce  their 
computer-aided  design  (CAD)  sys- 
tems with  design-checking  software. 
Design-rule-check  programs  compare 
the  manufacturer's  design  rules 
(specifications  for  wire  size,  overlaps, 
distances  between  circuits,  for  exam- 
ple) with  the  physical  limits  of  the 
equipment  and  materials.  Going  even 
further,  there  is  reverse-continuity 
software,  which  checks  for  continu- 
ous current  flow  paths  in  circuit  pat- 
terns. In  many  places,  people  still 
check  circuit  design,  on  enlarged  lay- 
outs plotted  from  a  CAD  system.  De- 
sign-checking software,  at  $30,000  to 
$50,000  a  program,  is  more  expensive 
than  human  labor.  But  it's  cheap  com- 
pared with  the  cost  of  redoing  a  design 
when  there  is  an  error. 

•  Fabrication.  Basically,  all  chip- 
makers  work  variations  on  a  theme: 
Wafers  are  bathed  in  chemicals, 
etched  with  gases,  photolithographed 
and  baked  at  high  temperatures — 
each  process  being  repeated  several 


Operator  loading  silicon  wafer  into  ion  implanter 
Closing  the  gap  between  5%  and  95%  yield. 
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times,  depending  on  how  many  layers 
of  circuitry  are  desired.  Before  pat- 
terns are  lithographed  or  etched  onto 
a  silicon  wafer,  the  wafer  must  be 
treated  with  a  photoresistant  materi- 
al, to  make  sure  only  those  parts  that 
are  supposed  to  be  etched  get  etched. 
That  is  still  done  in  many  places  by 
hand,  in  a  device  something  like  a 
potter's  wheel  that  coats  a 
wafer  by  spinning  it  in 
photoresistant  material. 

But  increasingly,  semi- 
conductor makers  are 
spending  the  $100,000  or 
so  needed  for  automatic 
photoresist  processing 
equipment  made  by  com- 
panies such  as  GCA  Corp. 
In  these  machines  a  wafer 
is  still  covered  with  pho- 
toresist by  centrifugal 
force,  but  it  is  baked  as  it 
floats  through  the  10-foot- 
long  machine  on  a  col- 
umn of  air.  The  result  is 
more  even  coating  and 
less  chance  of  contamina- 
tion resulting  from  hu- 
man contact.  In  the  old 
method,  wafers  were 
manually  inserted  and  re- 
moved from  the  spinners. 

Once  a  wafer  is  coated 
with  photoresist,  the  pro- 
cess of  etching  the  circuit 
pattern  onto  the  chip  be- 
gins. That's  done  increas- 
ingly with  a  machine 
called  a  wafer  stepper. 
Perhaps  the  most  expen- 
sive line  item  for  a  semi- 
conductor maker,  at 
$750,000  and  up  each,  the 
wafer  stepper  photolitho- 
graphs  images  of  circuit 
patterns  from  glass  masks 
onto  wafers  by  focusing 

on  one   chip  at  a  time,     

moving  across  the  wafer  chip  by  chip. 
Wafer  steppers,  made  by  Ultratech 
Corp.  and  GCA,  are  considered  neces- 
sary for  circuitry  smaller  than  two 
microns  (a  micron  is  one-thousandth 
of  a  millimeter)  and  for  chips  with 
more  than  100,000  circuits  on  them. 

While  chipmakers  are  holding  their 
breath  as  they  invest  in  wafer  step- 
pers, there's  still  life  in  an  older,  and 
far  less  expensive — $250,000  or  so — 
machine  called  a  projection  printer. 
As  its  name  indicates,  it  projects  im- 
ages of  circuitry  onto  wafers  from 


masks  about  9  inches  away.  A  projec- 
tion printer  shoots  the  whole  wafer  at 
once,  which  doesn't  permit  the  same 
degree  of  image  resolution  as  does  the 
wafer  stepper,  so  it  cannot  produce 
chips  with  features  as  small  as  a  wafer 
stepper  can. 

But  General  Electric  has  come  up 
with  a  "contrast  enhancement"  mate- 
rial that,  when  applied  to  a  wafer, 
improves  image  resolution  and  align- 
ment in  a  projection  printer,  allowing 
manufacturers  to  increase  their  chip 
density  at  a  lower  cost.  According  to 
Dr.  Kirby  Vosburgh,  manager  of  GE's 


Circuit  pattern  on  CAD  work  station 
Reductio  ad  infinitum. 


VLSI  Technology  Laboratory,  the  ma- 
terial can  extend  the  useful  life  of  a 
projection  printer:  "It  doesn't  mean 
you'll  never  have  to  buy  a  wafer  step- 
per, but  it  will  let  you  defer  that  cap- 
ital expense  for  two  or  three  years.  It 
can  buy  you  half  a  generation  to  a 
generation,  depending  on  how  state  of 
the  art  you  want  to  be." 

It  is  in  fabrication  that  chips  are 
most  vulnerable  to  contaminants.  A 
particle  of  dust  or  human  skin  as 
small  as  a  micron  can  lower  the  yield. 

The  contaminants,  more  often  than 


not,  come  from  human  beings;  hence 
the  "bunny  suit,"  the  head-to- toe  cov- 
ering that  leaves  only  the  eyes,  or 
sometimes  the  whole  face,  exposed. 
In  such  getups  technicians  may  enter 
clean  rooms,  so  called  because  the 
level  of  dust  is  kept  below  100  half- 
micron  or  smaller  dust  particles  per 
cubic  foot  of  air. 

But  -  clean  rooms  aren't  clean 
enough  for  the  increasing  densities  of 
today's  chips,  and  going  to  a  higher 
level — ten  submicron  particles  per  cu- 
bic foot — would  increase  the  cost  of  a 
fabrication  plant  even  more.  A  better 
solution  is  possibly  Hew- 
lett-Packard's, which 
makes  some  of  its  own 
chips  and  is  experiment- 
ing with  a  low-cost,  clear 
plastic  box  with  a  propri- 
etary trapdoor  through 
which  the  wafers  are  load- 
ed into  a  processing  ma- 
chine. Most  current  pro- 
duction equipment  can  be 
modified  to  accept  the 
trapdoor  approach  for 
about  $5,000  to  $10,000. 

9  Assembly.  Some  semi- 
conductor companies  that 
sent  their  assembly  oper- 
ations offshore,  where  la- 
bor is  cheaper,  are  bring- 
ing them  back  to  the 
U.S.,  thanks  to  the  use  of 
automated  equipment. 
There's  something  of  a 
tradeoff,  for  automated 
bonding  machines  can 
cost  up  to  $100,000 
apiece;  even  a  laser  ma- 
chine that  labels  the  chips 
can  run  $100,000.  But  ac- 
cording to  T.J.  Rodgers, 
president  of  Cypress 
Semiconductor  Corp.,  a 
San  Jose,'  Calif,  chip  man- 
ufacturer, keeping  the  op- 
eration here  makes  for 
easier  quality  control  and 
faster  cycle  time:  "It  takes 
4  to  12  weeks  from  the 
time  you  ship  the  die 
overseas  until  you  get  it 


back.  Doing  everything  here,  we  turn 
around  inventory  in  five  days." 

In  an  automated  assembly  system, 
a  diamond  saw  cuts  wafers  into  chips, 
and  an  automated  die  (chip)  bonder 
epoxies  them  onto  frames  and  loads 
them  into  cassettes.  The  cassettes 
then  go  into  an  automated  wire  bond- 
er, which  connects  terminals  with 
gold  wire.  That  replaces  the  tradition- 
al assembly  process,  in  which  people 
watch  enlarged  images  of  their  work 
on  television  screens  as  they  attach 
gold  wire  to  chip  frames.  Once  again, 
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"Hard  to  swallow,  but  the  Delco-GM/Bose 
Music  System  has  even  more  technology  than  I  do. 


Bornin19Jf)atM.I.T., 

Morgan  is  a  v/tal  member  of  the 

Delco-GM/Bose  Design  Team. 

"I  don't  believe  everything  I  read,  but  I 
must  agree  with  what  Popular  Science 
wrote  about  the  Delco-GM/Bose  Music 
System,  'It's  as  good  or  better  than  the 
best  home  systems  I've  heard.' 

"Why  do  critics  continually  rave  about 
the  sound?  Quite  simply,  because  the 
Delco-GM/Bose  Music  System  has  more 
technology  than  any  other  music  system 
—for  car  or  home.  And  believe  me,  I 
know  technology. 

"You  see,  I've  been  blessed  with  an 
acoustic  computer  brain  that  allows  me 
to  draw  pictures  of  sound  the  way 
humans  hear  it.  So  engineers  can  design 
different  Delco-GM/Bose  Music  Systems 
for  specific  models  of  Cadillac,  Oldsmo- 
bile,  Buick  and  Chevrolet. 


"Every  car  has  four  separate  sound 
modules,  each  with  its  own  'digital  mode' 
amplifier  that  I  match  to  the  acoustics  of 
the  car.  Plus  helical  voice  coil  speakers, 
reflex  enclosures,  exclusive  Delco  inte- 
grated circuits. .  .The  list  is  much  longer 
than  I  can  tell  you  about  here. 

"The  technology  is  impressive,  even 
by  my  standards.  But  that's  not  why  you 
should  visit  your  GM  dealer  and  ask  for  a 
demonstration.  It's  simply  that  'you  have 
to  hear  it  to  believe  it."  (Popular  Mechanics) 


Morgan  helps  us  design 
a  different  Delco-CM/ 
Bose  Music  System  to 
match  the  acoustics  of 
specific  CM  car  models. 


Delco  □ 


Sound  so  real,  it  will  change  how 
you  feel  about  driving. 


The  Age  of  Information  is  here,  and 
making  the  most  of  its  opportunities 
takes  more  than  computers.  Or  com- 
munications. It  takes  the  best  of  both 
—  C&C  Business  Systems  from  NEC. 
Systems  that  handle  voice,  data, 
text  and  image  with  the  leading  edge 
technology  you'd  expect  from  the 
pioneer  in  integrating  computers  and 
communications.  Plus  the  chips-to- 
total-system  reliability  that  only  the 
world's  most  trusted  semiconductor 
maker  can  offer. 

From  telephones  and  facsiii 

Electra  key  telephones  bring  you 
more  than  50  advanced  features  to 
improve  the  effectiveness  of  office 
communication.  They  come  in  a  wide 


range  of  models  to  fit  the  needs  of  any 
size  business.  NEFAX  BIT  (Business 
Information  Terminal)  Series  high- 
speed facsimiles  deliver  text  and  image 
across  the  office  or  around  the  world 
with  equal  ease. 

To  computers  and  printers 

ASTRA  business  computer  systems 
don't  just  automate  accounting, 
word  processing  and  other  business 
functions.  Their  unsurpassed  com- 
munication capabilities  give  you  better 
control  over  your  whole  operation. 

Our  APC  III  (Advanced  Personal 
Computer  III)  and  PC-8200  portable 
computers  are  the  stars  of  the  world's 
third  most  popular  family  of  personal 
computers.  NEC  Spinwriters  and 


NEC  puts 

Pinwriters  set  the  standard  in  busine  I 
quality  printing.  For  mass  storage,  o 
Winchester  disk  drives  are  unsurpas; 

From  office  integration 

Our  NEAX  2400  IMS  (Informati , 
Management  System)  is  a  generatioi 
ahead  of  conventional  EPBX's,  wit! 
a  modular  design  that  lets  you  start 
with  state-of-the-art  telephone  servi 
then  add  simultaneous  voice  and  da 
transmission;  electronic  mail  functic 
for  voice,  facsimile  and  text;  packet 
switching  and  LAN  —  one  simple  si 
at  a  time. 

To  global  networks 

NEC  advances  don't  stop  at  the 
office  walls.  Our  cellular  mobile 


Miiputers  AND  communications 
11  together 


iphones  keep  business  moving  while 
sir  people  are  on  the  road.  Our  D4a 
formation  Display  Pagers  can 
play  alphanumeric  text  as  well  as 
jphone  numbers.  With  LDR 
5cal  Distribution  Radio)  systems 
ire's  no  need  for  expensive  cabling 
move  data  between  buildings.  And 
:h  NEC  teleconferencing  systems, 
ur  executives  can  meet  face-to-face 
liile  on  opposite  sides  of  the  world. 

For  more  information  on  how  C&C 
isiness  Systems  can  put  it  all 
jether  for  your  office,  please  fill  out 
;  coupon  attached  to  this  ad. 
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Research: 
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NEC  Electronics  Inc. 
Home  Electronics: 

NEC  Home  Electronics  (U.S.A.)  Inc. 
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removing  the  people  from  the  work 
results  in  fewer  mistakes  and  higher 
yields. 

•  Inspection  and  testing  Inspection  is 
critical  at  every  stage  of  semiconduc- 
tor manufacture,  and,  once  again,  it  is 
the  human  element  that  gets  in  the 
way.  Technicians  inspect  wafers, 
chips  or  glass  masks  with  the  help  of 
microscopes;  defective  chips  are 
marked  with  ink.  But  in  their  place, 
increasingly,  is  automated  inspection 
equipment — priced  from  $100,000  to 
nearly  $1  million.  Some  of  the  testing 
machines  use  pattern  recognition  sys- 
tems and  electrical  probes  to  make 
direct  contact  with  chips,  inking 
those  that  are  electrically  defective 
and  keeping  a  running  tally  of  yield  on 
a  monitor.  The  most  advanced  equip- 
ment uses  automated  wafer  handlers 
(an  additional  $120,000).  They  send 
wafers  from  a  cassette  onto  a  floating 
air  track  through  the  pattern  recogni- 
tion system,  which  feeds  the  wafer 
through  the  tester  without  human 
intervention. 

Says  Richard  Plutnicki,  quality  as- 
surance manager  for  semiconductor 
manufacturing  at  Digital  Equipment 
Corp.:  "Visual  inspection  is  going  by 
the  wayside.  People  can't  see  100,000 
transistors  on  a  chip.  So  we're  pushing 
for  process  controls,  to  weed  out  bad 
chips  earlier."  Digital,  which  makes 
approximately  15%  of  its  own  chips, 
tries  to  catch  problems  early  on  with 
automated  inspection  systems  that 
compare  circuit  designs  on  glass 
masks  with  the  design  database  pro- 
duced by  Digital's  CAD  system. 

Earlier  testing  is  what  Physics  In- 
ternational is  pushing  for,  too,  with 
its  Ionscan  wafer  tester.  The  $60,000 
machine  reads  a  test  wafer  after  it  has 
gone  through  an  ion  implanter,  the 
machine  that  gives  a  wafer  its  charac- 
teristic electrical  properties,  by  shoot- 
ing it  with  ions  of  arsenic,  boron  or 
phosphorus.  The  Ionscan  determines 
how  much,  if  any,  of  the  wafer  surface 
received  too  many  or  too  few  ions. 
With  the  results,  technicians  can  ad- 
just equipment  or  check  for  operator 
error,  to  avoid  running  an  entire  batch 
of  wafers  through  an  improperly  set 
machine. 

James  Glaze,  technology  applica- 
tions director  for  Physics  Internation- 
al, says  Ionscan  can  improve  produc- 
tivity significantly,  depending  on  con- 
ditions. Early  testing  is  especially 
important  as  manufacturers  try  to 
cram  more  electrical  functions  on 
each  chip.  "Those  chips  are  harder  to 
fabricate,"  he  says,  "so  the  economic 
leverage  for  using  equipment  like  this 
increases  dramatically." 


Technology 


Health 


Prescribing  drugs  used  to  be  a  hit-or-miss 
proposition.  But  now  new  testing  tech- 
niques promise  precise  monitoring  at  a 
bargain-basement  price. 

Drug  watch 


By  Robert  Teitelman 


F|  or  years  physicians  prescribed 
drugs  using  what  they  grandly 
called  the  empirical  approach. 
"The  doctor  would  give  a  patient  a 
dose  of  a  drug,  then  wait  and  see  if  he 
got  better,"  says  Dr.  C.  E.  Pippinger  of 
the  Cleveland  Clinic.  "If  he  didn't, 
he'd  increase  the  dose  until  the  pa- 
tient either  showed  some  improve- 
ment, or  began  to  suffer  from  toxic 
side  effects." 

You  couldn't  blame  the  doctors.  Be- 
cause everyone  metabolizes  drugs  at  a 
different  rate,  doctors  could  never  be 
sure  what  effect  a  specific  drug  might 


have.  The  pharmaceutical  companies 
developed  response  curves  for  drugs 
based  on  a  patient's  weight  and  age, 
but  those  curves  were  statistical  eval- 
uations, evidence  gleaned  from  a  large 
population  of  users.  The  margin  of 
error  between  the  patient  and  the 
norm  meant  that  doctors  had  to  moni- 
tor patients  closely,  to  see  that  the 
response  to  the  drug  was  what  was 
intended. 

Such  drug  monitoring  brings  its 
own  problems.  Traditional  analytic 
methods  for  monitoring  drug  concen- 
trations in  blood — high-pressure  liq- 
uid chromatography  and  gas  liquid 
chromatography — involve      lots      of 


Dance  fever 


One  way  to  look  at  immunoassay 
is  to  imagine  a  dance  floor.  If  you 
send  out  a  known  number  of  men 
to  dance,  a  few  may  not  find  part- 
ners. By  counting  those  leftovers, 
you  can  extrapolate  the  number  of 
women.  Abbott  Laboratory's  TDX 
uses  fluorophores — molecules  that 
glow  when  excited  by  light — to 
measure  drugs  in  the  blood  sample. 
When  a  fluorophore  is  struck  on  a 
specific  plane  by  polarized  light,  it 
flashes  back  similarly  polarized 
light.  But  because  molecules  rotate 
at  a  speed  inversely  proportional  to 
their  size — just  as  the  Earth  spins 
faster  than  Jupiter — a  smaller 
fluorophore  will  pass  through  that 
plane  quicker  than  a  larger  one, 
and  give  off  less  light. 


To  test  a  sample,  the  TDX  uses 
molecules  of  the  drug  with  fluoro- 
phores attached  like  beacons. 
When  antibodies  are  introduced, 
both  the  drug  and  the  fluorophore- 
tagged  drug  compete  to  bind  with 
them.  If  there  is  only  a  little  of  the 
drug,  more  fluorophores  will  bind 
to  antibodies.  But  if  only  a  few 
fluorophores  bind — that  is,  find  a 
partner — the  amount  of  the  origi- 
nal drug  must  be  high.  How  to  de- 
termine that  concentration?  Well, 
if  lots  of  fluorophores  are  attached 
to  the  much  larger  antibodies,  then 
they  will  rotate. more  slowly — and 
they  emit  more  polarized  light.  By 
measuring  that  light,  the  analyz- 
er's microprocessor  can  determine 
the  amount  of  the  drug. 
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preparation,  highly  trained  techni- 
cians and,  worst  of  all,  they  take 
about  a  day  to  process.  By  the  time  a 
doctor  has  results  from  a  test,  the 
damage  might  already  be  done. 

All  that  began  to  change  about  a 
decade  ago,  when  Syva,  part  of  the 
diagnostics  division  of  Syntex  Corp., 
came  out  with  the  first  commercially 
available  immunoassay  drug  analyz- 
er. Immunoassay  technology  is  based 
on  the  principle  that  specific  anti- 
bodies— large  proteins  designed  in  the 
laboratory  to  bind  to  specific  mole- 
cules such  as  drugs.  Imagine  the  blood 
sample  as  a  dance  floor  holding  an 
unknown  number  of  women.  One 
way  to  figure  out  how  many  women 
are  out  there  is  to  send  a  known 
number  of  men  to  dance  with  them. 
By  counting  the  men  who  fail  to  find  a 
partner,  you  can  extrapolate  how 
many  did — and,  logically  enough,  the 
number  of  women. 

While  the  first  immunoassay  drug 
analyzers  were  rather  limited — they 
analyzed  only  a  few  drugs — they  did 
drive  down  analysis  times  to  under  an 
hour.  Better,  they  were  simple  to  use. 
"For  the  first  time,"  says  Pippinger, 
"you  didn't  need  any  expertise  in  ana- 
lytical chemistry  to  do  these  tests. 
That  meant  that  every  hospital,  no 
matter  how  small  it  was,  could  begin 
to  monitor  the  drugs  they  pre- 
scribed." Improvements  came  quick- 
ly— as  did  sales.  Biomedical  Business 
International,  a  Tustin,  Calif,  newslet- 
ter, estimates  that  immunoassay  ana- 
lyzer sales  now  run  at  $310  million 
annually.  That  could  reach  $800  mil- 
lion by  1990. 

Going  back  to  the  analogy  for  a  mo- 


ment, in  an  immunoassay  the  women 
on  the  dance  floor  represent  the  drug 
molecules  in  the  sample.  Antibodies 
that  specifically  bind  to  those  mole- 
cules serve  as  their  dance  partners. 
The  trick,  of  course,  is  to  devise  a 
means  to  count  the  antibodies  that 
never  found  partners. 

The  best  way  to  do  that,  so  far, 
comes  from  Abbott  Laboratories, 
whose  analyzer,  the  TDX,  which  tests 
for  up  to  26  different  drugs,  using  an 
elegantly  simple  way  of  counting 
antibodies  known  as  fluorescence  po- 
larization (see  illustration).  This  pro- 
cess not  only  speeds  testing  but  also 
simplifies  the  design  of  the  machine. 
Not  surprisingly,  the  TDX  has  man- 
aged to  seize  about  40%  of  the  thera- 
peutic drug  monitoring  market. 

Aside  from  the  obvious  benefits 
that  accrue  from  drug  monitoring — 
lower  costs  per  test  and  fewer  side 
effects — there  are  other  good  reasons 
for  hospitals  to  spend  on  drug  moni- 
toring systems.  Most  important,  regu- 
lar monitoring  seems  to  reduce  the 
time  a  patient  remains  in  the  hospital. 
Says  Pippinger,  "By  testing  regularly, 
you  get  to  the  desired  therapeutic  goal 
quicker." 

Hip  to  this  last  benefit,  Abbott  has 
begun  to  market  the  TDX  outside 
hospitals,  wherever  rapid  drug  moni- 
toring needs  to  be  done.  "A  drug  rehab 
counselor  can  test  a  patient  while  he's 
in  the  office,"  says  James  Danehy,  the 
marketing  manager  for  Abbott's  diag- 
nostic division.  "Or  a  police  force  can 
run  alcohol  tests  far  more  precisely 
than  the  old  balloon  test."  Danehy 
thinks  that  such  additional  uses  could 
provide  Abbott  with  another  $75  mil- 


lion in  annual  sales. 

Still,  that's  small  potatoes  com- 
pared with  a  bigger,  untapped  market: 
doctors'  offices.  Facing  increased 
competition,  doctors  are  looking  to 
make  every  phase  of  their  operations 
profitable.  Biomedical  Business  esti- 
mates that  there  will  be  about  6.2 
million  drug-related  lab  tests  per- 
formed this  year,  of  which  only 
900,000  will  take  place  in  the  doctor's 
office.  By  1990  total  drug  tests  could 
be  up  to  9  million,  with  1.6  million 
performed  in  the  office. 

That  kind  of  potential  is  bringing 
competition,  and  even  simpler  ana- 
lyzer designs.  The  future  may  well  lie 
in  so-called  solid  strip,  or  dipstick, 
analyzers — that  is,  strips  of  paper  that 
produce  results  simply  by  being 
dipped  in  blood  samples.  Ames,  a  di- 
vision of  Miles  Laboratories,  is  al- 
ready marketing  an  analyzer  called 
the  Seralyzer  that  does  routine  chem- 
istry tests  on  a  very  simple  solid 
strip — including  one  immunoassay 
test  for  theophylline,  a  drug  that  di- 
lates the  bronchi  in  the  lungs  and  is 
usually  prescribed  for  asthma  pa- 
tients. Syva  also  plans  to  market  an 
immunoassay  for  theophylline  that 
consists  of  a  strip  of  filter  paper 
mounted  on  a  plastic  cassette.  You 
simply  take  a  blood  sample,  place  it 
in  the  plastic  cassette,  then  read  the 
results,  which  appear  as  a  color  bar 
after  ten  minutes  or  so.  Within  five 
years,  Pippinger  says,  dipstick  testing 
could  be  used  for  a  spectrum  of  drugs. 
That  will  make  drug  monitoring  as 
simple,  and  as  ubiquitous,  as  taking 
temperatures. 
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A  strand  of  (non)sense 

Things  have  gotten  pretty  hairy 
over  at  the  Federal  Trade  Commis- 
sion lately.  Over  a  recent  two-month 
period  six  FTC  staffers  ordered  labora- 
tory tests  to  determine  the  mineral 
excesses  and  deficiencies  of  a  Wash- 
ington, D.C.  law  student's  hair,  pre- 
tending it  was  their  own.  Each  set  of 
results  was  equally  frightening.  The 
lab  reports  suggested  the  young 
man  would  suffer  ailments 
ranging  from  arthritis,  diabetes 
and  emphysema  to  infertility 
and  mental  disorders. 

The  company  that  per- 
formed those  tests,  A&A  Labo- 
ratory, Inc.,  is  now  feeling 
some  federal  heat.  In  August 
the  Maryland-based  company 
became  the  target  of  an  FTC 
lawsuit,  at  whose  core  rests  the 
charge  that  there  was  not  a 
strand  of  sense  to  the  test  A&A 
performs  as  a  sole  diagnostic 
indicator:  hair  analysis. 

In  the  modern  obsession 
with  fitness,  many  people  have 
come  to  believe  that  a  chemi- 
cal analysis  of  their  head  hair 
will  point  the  way  toward  good 
health.  Consumers  are  current- 
ly paying  over  $25  million  a 
year  to  57  companies  that  offer 
hair  analysis  nationwide.  Send 
them  a  hank  of  hair  and  a 
chock  for  about  $35,  and  what  <iu,k-v 
you  receive  in  the  mail  is  a  scientific- 
looking,  computerized  printout  of  the 
results. 

Such  high-tech  hairdressing  is  im- 
pressive to  the  average  consumer  and, 
thanks  to  technological  advances  in 
laboratory  equipment  over  the  past 
decade,  cheap  for  the  lab  to  produce. 
Within  minutes,  spectrometers  can 
identify  and  measure  the  20-odd  trace 
minerals  found  in  hair  by  simulta- 
neously producing  light  of  different 
wavelengths  for  each  element. 

Despite  the  values  commercial  lab- 
oratories associate  with  the  spectrom- 
eter's measurements,  however,  the  re- 
sults are  usually  meaningless.  "If  you 
want  to  spend  your  money  on  mod- 
ern-day fortune-tellmg,  then  hair 
analysis  is  great,"  says  K.  Michael 
Hambidge,  M.D.,  of  the  University  of 
Colorado.  "From  a  scientific,  medical 
point  of  view,  it's  clearly,  almost 
without  exception,  a  rip-off." 

That  doesn't  mean  medical  experts 
believe  such  testing  is  wholly  hair- 


brained.  The  test  has  a  legitimate  use 
as  a  screening  tool  to  detect  suspected 
exposure  to  such  toxic  metals  as  lead, 
mercury  and  cadmium,  and,  because 
the  samples  can  be  so  easily  collected, 
researchers  often  use  hair  analysis  to 
detect  environmental  contaminants 
in  large-scale  population  studies. 

In  general,  however,  reliable  ex- 
perts agree:  Hair  analysis  is  a  tool  that 
still  belongs  in  the  research  arena. 
That's  because,  for  the  vast  majority 
of  nutrient  minerals,  there  simply 
aren't  enough  data  available  to  draw 
any  conclusions  about  the  signifi- 
cance of  a  particular  mineral  concen- 


tration in  the  hair.  The  iron  count  in 
hair,  for  instance,  seems  to  bear  no 
relationship  to  the  iron  in  blood.  Nor 
do  hair  levels  of  calcium,  potassium, 
magnesium  and  other  elements  ap- 
pear to  relate  to  the  levels  of  those 
elements  in  other  body-  organs  and 
tissues.  Even  when  there  is  some  evi- 
dence to  suggest  that  the  hair  level  of 
a  mineral  may  be  indicative  of  the 
state  of  the  body's  health,  it's  diffi- 
cult, if  not  impossible,  to  make  sense 
of  the  measurements.  For  one  thing,  a 
"high"  hair  level  may  be  associated 
with  a  "low"  concentration  of  a  min- 
eral in  the  body.  Hambidge  hopes  that 
researchers  will  eventually  resolve 
such  dilemmas,  but,  he  says,  "the 
more  years  that  go  by,  the  more  con- 
fused I  get." 

Hair  analysis  also  is  unreliable  for  a 
more  obvious  reason:  It's  as  easy  for 
hair  to  absorb  minerals  from  the  envi- 
ronment as  from  the  body.  Contami- 
nation from  such  external  sources  as 
air  pollution,  shampoos,  hair  dyes  and 


bleaches  can  all  throw  measurements 
out  of  line.  A  seemingly  toxic  level  of 
lead  in  a  boy's  hair,  for  instance,  could 
be  indicative  of  lead  exposure,  but  it 
could  also  simply  mean  he  uses  his 
father's  Grecian  Formula  16,  which 
contains  lead  acetate.  Selsun  Blue 
contains  selenium,  and  other  dandruff 
shampoos  contain  that  and  other 
minerals  that  are  picked  up  and  re- 
tained in  hair.  You  also  can  literally 
wash  some  elements  right  out  of  your 
hair.  In  addition,  age,  sex  and  season 
all  seem  to  alter  hair  mineral  levels 
indiscriminately. 
None  of  this,  of  course,  has  stopped 
commercial  hair  analysis  labo- 
ratories from  claiming  the  test 
is  a  state-of-the-art  procedure 
and  exploiting  the  tests  to  their 
fullest.  Rarely,  if  ever,  do  anal- 
yses result  in  a  clean  bill  of 
health,  and  for  good  reason: 
Many  labs  sell  the  very  vita- 
min and  mineral  supplements 
recommended  to  cure  the  defi- 
ciencies found  in  their  lab  re- 
ports. (Just  as  the  FTC  staffers 
received  the  test  results  from 
A&A  Laboratory,  New  Age 
Nutritional  Supplement,  a  di- 
vision of  that  company,  sent  an 
order  form.) 

Worse,  says  Richard  Jacobs,  a 
trace  mineral  expert  at  the  U.S. 
Food  &  Drug  Administration, 
"Hair  analysis  reports  unduly 
alarm  people  or  unduly  pacify 
them.  We've  had  individuals 
who  found  out  they  had  a  can- 
cerous tumor  that  may  have 
been  operable  at  some  point. 
But,  instead,  they  were  treated 
with  worthless  agents  [by  the  nutri- 
tional companies]  and,  subsequently, 
they  were  told  they  were  cured,  and 
they  went  home  and  died." 

Under  the  circumstances,  the  en- 
tire hair  analysis  industry  would 
seem  to  need  a  bit  of  scalping.  About 
two  years  ago  several  federal  agencies 
hoped  to  do  that.  Officials  from  the 
FTC,  the  FDA,  the  Postal  Service  and 
the  Health  Care  Financing  Adminis- 
tration all  met  to  discuss  a  joint  effort, 
but  when  it  came  time  to  obtain  fund- 
ing, as  one  official  explains,  "It  just 
seemed  to  fall  between  everybody's 
priorities." 

In  the  end,  says  HCFA's  Michael 
Goldman,  "In  order  to  take  a  tougher 
stand,  it  would  take  money  to  do  a 
study  to  show  it's  not  a  valid  test. 
People  at  the  higher  levels  of  HCFA 
are  more  concerned  about  Medicare. 
They  say,  'We're  not  paying  for  this. 
Let  the  buyer  beware  in  interstate 
commerce.'  " — Karen  Freifeld 
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INTRODUCING  THE  BURROUGHS  B25. 

THE  MICRO  COMPUTER 
THAT  GROWS  WITH  YOUR  BUSINESS. 

Buying  a  computer  is  a  lot  like 
hiring  an  employee.  You  need  one  that 
can  produce  a  lot  now  and  even  more 
in  the  future. 

Take  the  B25.  It's  modular,  so  when 
you  need  more  memory  or  storage, 
you  simply  snap  on  more  modules. 

Another  feature  that  allows  the  B25 


to  grow  with  you  is  its 
ability  to  network. 
You  just  add  worksta- 
tions and  people  will  be 
able  to  share  the  same 
data  and  memory  at  the 
same  time. 
You  can  also  share 
peripherals — like  printers.  Which 
means  several  workstations  can  be 
linked  to  one  printer  so  many  people 
can  use  it. 

What's  more,  the  B25  has  three 
operating  systems  (CP/M-86f  MS- 
DOS',"  BTOS)  so  you  can  run  the  most 
popular  software  available  today. 

And,  of  course,  the  B25  is  backed 
by  Burroughs'  worldwide  service  and 
support. 

The  Burroughs  B25.  You  wouldn't 


hire  a  person  who  couldn't  grow  with 
your  business.  Why  buy  a  computer 
that  can't? 

©  1984  BURROUGHS  CORPORATION  FS-108 

For  more  information  about  the  B25,  mail 
coupon  or  call  toll  free:  1-800-621-2020. 

Name/Title 


Company- 
Address 


City_ 
State. 


Zip. 


Telephone 

Send  To:  Burroughs  Corporation, 

Dept.  B25,  PC).  Box  10934,  Chicago,  IL  60610 

Burroughs 

THE  QUESTION  ISN'T  WHO'S  BIGGER. 
ITS  WHO'S  BETTER. 


MS-DOS  is  a  trademark  of  Microsoft  ( arporation  CP/M  is  a  registered  trademark  of  Digital  Research,  In 


Technology 


Software 


Personnel  planning  and  executive  recruit- 
ing are  tasks  almost  tailor-made  for  com- 
puters. Witness  job-tracking  software. 


Star  tracks 


Pfc  ersonnel  is  more  than  just  find- 
"  ing  a  body  for  a  job,"  says  Bar- 
bara Heiken,  president  and  co- 
founder  of  Randell-Heiken,  Inc.,  a 
New  York  City  executive  search  firm. 
That's  particularly  true  at  the  level  at 
which  Heiken's  firm  works,  for  cli- 
ents such  as  Chase  Manhattan,  Mc- 
Kinsey  &  Co.  and  CBS.  Executive  re- 
cruiters get  and  keep  their  clients  not 
on  the  basis  of  how  many  high-level 
jobs  they  fill,  but  on  how  successfully 
the  people  they  place  later 
move  up  within  their  new 
companies. 

A  good  part  of  that  move- 
ment has  nothing  to  do  with 
how  well  an  individual  per- 
forms. Rather,  becoming  a 
corporate  star  often  depends 
on  the  positions  that  will 
open  up.  If  you  hire  someone 
as  a  vice  president,  a  senior 
vice  presidency  ought  to  be 
available  when  the  candidate 
is  ready  to  assume  larger  re- 
sponsibilities, or  the  person 
will  move  to  another  com- 
pany. To  keep  track  of  these 
complexities,  executive 

search  firms  such  as  Randell- 
Heiken  and  Korn/Ferry  Inter- 
national have  turned  increas- 
ingly to  the  computer  to  track  job 
movement  in  client  companies. 

In  the  course  of  computerizing  her 
company's  own  15,000-name  file, 
Heiken  decided  that  none  of  the  com- 
mercially available  packages  could  do 
the  job  well  enough.  "There  are  sever- 
al good  programs  that  do  pieces  of  the 
personnel-tracking  job,  but  that's  a 
little  like  saying  that  you  can  become 


more  efficient  just  by  rearranging 
your  filing  cabinets.  At  a  certain 
point,  when  you  want  to  fill  a  position 
very  specifically,  you  have  to  pull  so 
many  files  from  so  many  places  that 
you  wind  up  with  a  jumble  of  infor- 
mation. Then  you're  back  where  you 
started  before  you  fixed  your  files, 
and,  worse,  you're  more  likely  not  to 
find  the  person  you're  looking  for." 

The  solution:   Randell-Heiken  de- 
signed   its    own    software    system, 

Max  Aguilera  Helhveg 


Barbara  Ueiketi  and  James  Randell,  CAPTURed 
"Personnel  is  more  thanfinding  a  body  for  a  job 


called  CAPTURS  (an  acronym  for 
Complete  Automated  Personnel 
Tracking  and  Utilization  Review  Sys- 
tem). CAPTURS,  designed  to  work  on 
Ashton-Tate's  dBase  III  database  man- 
agement system,  allows  personnel 
managers  to  sort  through  an  almost 
infinite  number  of  files  to  find  people 
with  specific  skills  and — here's  the 
beauty  part — track  their  progress.  De- 


pending on  the  size  of  the  memory  of 
the  hardware,  CAPTURS  can  profile 
the  people  of  even  the  largest  com- 
pany, though  Heiken  thinks  it  will 
work  best  for  large  divisions  of  com- 
panies, 6,000  or  7,000  people,  say,  or 
for  medium-size  companies. 

In  addition  to  conventional  infor- 
mation such  as  salary,  education  and 
previous  positions,  CAPTURS  has  a 
built-in  past  job  performance  rating 
system,  so  that  employees  can  also  be 
screened  for  the  qualities  a  company 
views  as  necessary  for  a  particular  job. 
"These  are  the  personality  traits  that 
make  one  company  different  from  an- 
other," Heiken  says.  "For  example,  a 
president  doesn't  want  anyone  in  the 
executive  suite  who  smokes  a  pipe, 
because  he  thinks  they  spend  more 
time  filling  and  cleaning  their  pipes 
than  solving  problems.  Quirks  like 
that  help  make  up  a  corporate  cul- 
ture." So,  too,  do  general  personality 
traits.  Companies  may  need  aggres- 
siveness as  a  dominant  trait  for  one 
kind  of  job  and  gentility  for  another. 
These  traits,  and  up  to  32  other  fac- 
tors considered  important  to  job  per- 
formance by  psychologists,  can  be  rat- 
ed and  filed  with  CAPTURS. 

For  all  their  work,  neither  Heiken 
nor  her  partner,  CEO  James  W.  Ran- 
dell Jr.,  wants  to  be  in  the  computer 
business.  Says  Heiken,  "A  machine 
doesn't  do  it  all  for  you.  Our  real  add- 
ed value  comes  from  making  the  up- 
per level  of  personnel  management 
the  same  kind  of  sounding 
board  for  a   CEO   that   the 
chief  financial  officer  is  with 
money  problems." 

There  are  other  good  rea- 
sons for  staying  out  of  the 
software  business.  Competi- 
tion, of  course,  is  one.  More 
than  a  dozen  companies  do 
microcomputer-based  per- 
sonnel programs,  including 
such  large  firms  as  Atlanta- 
based  MSA  and  American 
College  Testing  Program  in 
Iowa  City,  Iowa,  which  has 
25  years  in  the  college-test- 
ing business.  Any  of  these 
might  .upgrade  its  software  to 
become  more  competitive 
with  CAPTURS. 
Under  the  circumstances, 
Heiken  feels  more  comfortable  stick- 
ing to  the  business  that  she  knows  the 
best.  "We  don't  want  to  camp  out  on 
some  client's  doorstep  while  we  cus- 
tomize this  package  to  their  individ- 
ual needs,  and  then  leave  them  to 
their  own  devices,"  she  says.  "We 
make  our  money  by  maintaining  our 
client  relationships." — S.K. 
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Now  it's  easier  to  leave  word  anywhere. 


Press  on  a  3M  Post-it"  Note  anywhere 
you  want  it  noticed.  It  stays  put  without 
tape,  tacks,  paper  clips  or  staples. 
The  secret  is  a  unique  3M  adhesive  that 
holds  on  almost  any  surface,  then 
peels  away  easily. 

The  idea  was  born  of  a  3M  employee's 
need  to  mark  pages  in  a  choir  book. 
But  it's  become  a  communications 
medium  that's  creating  a  minor  revolution 
among  note-leavers  everywhere. 


By  listening  to  people's  needs,  3M  has 
pioneered  over  700  products  for  office, 
training  and  business  problems.  We've 
developed  everything  from  correction 
tape  for  typists  to  microfilm  systems 
that  file  20,000  lines  a  minute  and  laser 
systems  that  find  any  of  108,000 
computer  data  frames  in  just  3  seconds. 

And  it  all  began  by  listening. 

3M  hears  you... 


I  For  your  free  3M  Products  and  Technologies  I 
Brochure,  write:  Dept.  06021 0/3M, 
PO.  Box  22002,  Robbinsdale,  MN  55422. 

Name 


Address. 


City. 


.State. 


-Zip. 


[Or  call  toll-free:  1-800-336-4327. 

©1984, 3M 


3M 


Some  things  never  go  out  of  style.  The  vintage,  hand- 
woven  towel  on  the  left  is  one  of  them.  But  for  millions 
of  Americans,  the  towel  on  the  right  is  more  practical, 
more  convenient— and  more  in  keeping  with  today's 
lifestyle. 

People  simply  spend  more  time  away  from  home 
today  than  ever  before.  And  the  trend  is  accelerating. 
More  women  are  working;  53%  at  last  count.  More 
people  are  traveling,  too.  And  every  year,  the  entertain- 
ment and  foodservice  industries  set  new  sales  records. 

Fort  Howard  has  grown  by  serving  the  needs  of  this 
society  on  the  go.  We  make  the  paper  towels  you  use 


at  the  office.  The  tissue  you  use  in  hotels  and  motels. 
The  napkins  and  placemats  you  use  when  you  eat  out. 
And  that's  just  the  beginning. 

Our  recent  merger  with  Maryland  Cup  Corporation, 
now  our  Sweetheart  Products  Group,  maker  of  dis- 
posable cups,  plates,  straws  and  cutlery,  joins  two  major 
industry  forces  and  creates  the  synergy  to  serve  this 
market  even  better.  The  result:  Fort  Howard  is  now  a 


$1.3  billion  company  strategically  positioned  to  offer 
our  customers  the  industry's  broadest  range  of  service, 
products  and  resources. 

The  products  themselves  are  frequently  taken  for 
granted.  But  at  Fort  Howard,  our  commitment  to  supply 
them— and  the  convenience  and  efficiency  they  provide 
—is  something  we  take  very  seriously.  Fort  Howard, 
P.O.  Box  19130,  Green  Bay,  WI 54307-9130. 

Fort  Howard 


IN  STEP  WITH  A  SOCIETY  ON  THE  GO 
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Behind  the  Figures 


Edited  by  Pamela  Sherrid 


Insurers  to  the  rescue 


Citicorp  intrigued  the  financial 
world  last  month  when  the  bank 
disclosed  it  had  purchased  $900  mil- 
lion worth  of  insurance  against  losses 
on  risky  foreign  loans.  But  at  the  in- 
surance brokerage  firm  of  Corroon  & 
Black  International,  young  Richard 
Abrams  was  celebrating.  He  helped 
put  the  deal  together,  earning  his  firm 


an  estimated  $450,000  fee.  "This  was 
smart  business  on  the  part  of  every- 
body involved,"  Abrams  says  proudly. 
Despite  his  age — only  31 — the  che- 
rubic-looking Abrams  is  an  old  hand 
in  the  relatively  young  field  of  politi- 
cal-risk insurance.  These  policies, 
originated  to  protect  big  companies 
from  nationalization  of  foreign  plants, 


Jim  Pozank/Picture  Gn 


Insurance  broker  Richard  Abrains 

Two  dozen  pink,  telephone  messages,  all  from  bankers. 


were  invented  at  Lloyd's  of  London  in 
the  early  Seventies.  In  1977  Abrams 
got  his  start  in  insurance  at  giant 
American  International  Group,  Inc., 
which  was  then  pioneering  the  field 
in  the  U.S. 

Abrams  isn't  your  typical  insurance 
man.  He  has  studied  international 
economics  at  Georgetown  University, 
he  breeds  Rottweilers  (a  German  cat- 
tle dog)  and  he  is  unusually  creative. 
Abrams  moved  to  Cigna  in  1982, 
where  he  was  encouraged  to  come  up 
with  new  products. 

That  was  all  he  needed.  Abrams 
targeted  banks  and  soon  he  was  think- 
ing about  how  insurers  could  help 
solve  the  immense  problem  of  shaky 
loans  to  the  developing  world.  Citi- 
bank was  interested.  Ideas  were 
banged  around,  but  nothing  jelled. 

Then,  late  last  year,  Abrams  left  for 
Manhattan-based  Corroon  &  Black. 
He  figured  he  could  have  more  fun 
wheeling  and  dealing  as  an  insurance 
broker.  A  few  months  later,  he  says, 
Citibank  asked  him  to  help  negotiate 
coverage  that  would  limit  its  foreign 
loan  risks. 

The  resulting  policy,  however,  un- 
derwritten by  Cigna,  seems  aimed 
more  at  good  public  relations  for  Citi- 
corp than  anything  else.  For  a  $4.5 
million  annual  premium,  the  policy 
protects  against  $200  million  of  losses 
apiece  in  Argentina,  Mexico,  the  Phil- 
ippines and  Venezuela  and  $100  mil- 
lion of  losses  in  Brazil.  But  the  bank 
has  to  suffer  staggering  losses  before 
collecting:  25%  of  its  total  loans  to 
each  country.  For  Brazil,  for  example, 
the  deductible  is  $1.2  billion. 

Cigna  wound  up  keeping  only  a 
small  portion  of  the  risk  for  itself, 
farming  most  of  it  out  to  reinsurers. 
Because  loans  to  Latin  America  are 
such  hot  potatoes,  designing  a  deal 
that  could  be  sold  to  reinsurers  was  a 
large  part  of  Abrams'  job.  Even  now 
some  reinsurers  are  questioning  their 
responsibilities  in  the  deal. 

Was  it  desperation  that  drove  Citi- 
corp into  the  arms  of  the  insurers? 
Abrams,  predictably,  defends  his  cli- 
ent, pointing  to  the  high  deductible 
and  to  the  relatively  small  coverage 
compared  with  Citicorp's  total  $12 
billion  exposure  in  the  five  countries. 
"If  they  were  that  worried,  they'd  try 
to  get  everything  covered,"  Abrams 
says.  "Insurance  and  banking  are 
coming  together — and  faster  in  an 
area  like  political  risk." 

In  the  meantime,  Abrams  has 
made  quite  a  dazzling  debut  at  his 
new  firm.  As  a  salaried  employee,  he 
receives  none  of  the  Citicorp  com- 
mission directly.  But  there  may  be  a 
lot    more     dollars     to     come.     On 
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Our  name  is  Daewoo.  For  seventeen  years,  we  have  aggressively  pursued  one  simple  business  philosophy.  Diversify 
and  grow.  In  Korea  and  around  the  world,  Daewoo  consistently  proves  its  expertise  in  many  areas:  From  trading  to 
finance,  electronics  to  construction,  telecommunications  to  heavy  machinery,  auto  manufacturing  to  shipbuilding. 


This  is  where  the  "we"  comes  in.  At 
Daewoo,  people  are  our  greatest 
resource.  The  kind  of  people  who 
speak  an  international  language 
of  enthusiasm  and  innovation 


People  who  earn,  and  keep,  a 
reputation  for  getting  the 
job  done.  And  done  on  time. 
In  short,  the  kind  of  people 
who  make  good  partners. 


Today,  Daewoo  stands  tall  among  the  giants  of  the 
world.  Meeting  the  needs  of  a  wide  range  of  the  world's 
top  businesses.  This  dedication  to  diversity  has  helped 
Daewoo  achieve  over  $4  billion  in  consolidated  sales  in 
1 983.  Divided  we  stand.  True  today.  True  tomorrow. 


Daewoo  Intl.  (America;  Corp 
(212)909-8200 


GOOD    PEOPLE    MAKE   GOOD    PARTNERS 


Faces 

Behind  the  Figures 


Abrams'  mahogany-veneer  desk 
there  are  already  some  two  dozen 
pink  telephone  messages,  and  all  are 
from  bankers. — Richard  Morais 

Sharks  in  the 
winner's  circle? 

You  can't  blame  Robert  Lanigan 
for  wanting  to  hold  on  to  his  job. 
After  all,  it  was  only  last  January  that 
Lanigan  became  chief  executive  of 
Owens-Illinois,  the  big  Toledo-based 
container  manufacturer.  He  rose 
through  the  manufacturing  ranks  and 
won  a  much-publicized  management 
horse  race  with  William  Spengler,  a 
financial  man.  Spengler  quit  the  com- 
pany a  month  later.  "When  you  get 
near  the  top  of  a  company,  there  is 
one  job  left,  and  one  person  gets  it," 
Lanigan  says  matter-of-factly. 

The  joy  of  victory,  however,  may  be 
fleeting.  Some  Wall  Streeters  see 
Owens-Illinois  as  a  potential  take- 
over target.  Since  June  its  shares  have 
jumped  more  than  14  points,  to  as 
high  as  46,  on  unusually  high  volume. 
Though  no  offer  has  materialized, 
"There  may  well  be  someone  out 
there  accumulating  our  stock,"  says 
Lanigan,  who  vows  not  to  go  without 
a  fight.  "Anyone  coming  in  at  this 
point  would  be  trying  to  take  advan- 
tage of  what  we  have  accomplished," 
he  explains.  This  month  O-I's  board 
authorized  a  complex  plan,  complete 
with  "poison  pill"  preferred,  to  keep 
the  company  independent. 

What  Lanigan  wants  is  the  luxury 
of  time.  He's  been  trying  to  move  his 
Toledo-based  company,  which  had 
sales  last  year  of  $3.4  billion,  into 
faster-growing  markets.  "You  can't 
take  a  business  as  large  as  this  and 
switch  emphasis  rapidly,"  Lanigan 
says.  His  glass  operations,  plagued  by 
industry  overcapacity,  account  for 
45%  of  sales  but  only  27%  of  profits. 
Return  on  equity  was  also  a  dismal 
5%  last  year,  less  than  half  that  of 
rivals  Ball  Corp.  and  Continental 
Group,  which  diversified  earlier. 

Some  investors  see  Owens-Illinois' 
extensive  timberlands  as  attractive — 
and  undervalued.  But  Lanigan  sees 
the  company's  future  in  health  care. 
In  his  first  nine  months  on  the  job  he 
has  spent  nearly  $200  million  in  that 
highly  competitive  field,  boosting  his 


Urn    Ir.mklin  \l,  M.ilv.n 


Owens-Illinois  Chairman  Robert  Lanigan  on  the  banks  of  Toledo's  Mautnee  River 
The  joy  of  victory  may  be  fleeting. 


stake  in  one  nursing  home  company 
and  acquiring  another,  as  well  as 
buying  three  small  medical  supply 
firms.  By  1990  Lanigan  expects  30% 
to  40%  of  O-I  profits  to  come  from 
these  and  other  new  businesses. 

All  this  depends  on  Lanigan's  stay- 
ing at  the  helm.  But  there  are  other 
reasons  for  fearing  a  takeover.  O-I 
takes  very  good  careof  its  own.  When 
former  rival  Spengler  quit  last  year  he 
received  a  half-time  consulting  con- 
tract for  $155,000  a  year.  Strangers 
might  not  be  as  kind  to  Lanigan — 
which  may  be  why  his  $355,000  an- 


nual salary  is  guaranteed  for  three 
years  after  any  hostile  change  in  cor- 
porate control. — Katharine  Blood 

Medal  winners 

Tlhe  athletes  have  all  gone  home, 
but  there's  still  money  to  be  made 
from  the  summer  Olympics. 

A  90-minute  videocassette  of  high- 
lights from  ABC's  television  coverage 
will  probably  be  a  big  seller  this  fall.  If 
it  is,  tiny  Continental  Video  gets  the 
financial  equivalent  of  a  gold  medal. 
This  upstart  company,  run  by  the  fa- 


Jack  and  Jim  Sih  ennan  of  Continental  Video 
Going  for  the  video  gold. 
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U.S.  LINES  AND  DAEWOO 
THE  NEXT  WAVE. 


When  U.S.  Lines  wanted  to  build  the  largest  containerships 
to  ever  sail  the  seven  seas,  they  spoke  to  Daewoo. 

In  a  record  $570  million  contract,  Daewoo  will  build  twelve 

super  ships.  Each  with  a  holding  capacity  four  to 

five  times  greater  than  present-day  containerships.  And  the 

Daewoo  people  guarantee  everything  shipshape 

by  mid-1985. 

From  large  sophisticated  vessels  to  the  smallest  specialty 

ships,  when  your  company  has  a  marine  project, 

set  a  course  for  Daewoo. 

You'll  find  it  smooth  sailing  all  the  way. 


Daewoo  Intl.  (America)  Corp. 
(212)909-8200 


GOOD   PEOPLE   MAKE   GOOD   PARTNERS 


Faces 

Behind  the  Figures 


ther  and  son  team  of  Jack  and  Jim 
Silverman,  has  snared  exclusive 
rights  to  market  the  tape. 

Continental  is  less  than  a  year  old, 
but  this  isn't  the  first  time  the  Silver- 
mans  have  been  in  the  right  place  at 
the  right  time.  Jack  Silverman  started 
wholesaling  radio  and  TV  parts  in  the 
early  1950s  just  as  television  was  be- 
ginning to  catch  on.  He  then  became 
one  of  the  first  national  record  rack 
jobbers,  catching  the  1960s  explosion 
of  recorded  music  sales.  His  son  Jim 
joined  him  at  age  19,  while  still  in 
college.  In  1969  ABC  bought  them  out 
and  made  Jack  a  vice  president  of  ABC 
Records  &  Tapes. 

Jim  left  ABC  in  1975  to  cash  in  on 
the  CB  craze,  founding  a  Cleveland 
company  now  known  as  Commtron. 
His  father  followed.  The  Silverman 
team  diversified  into  other  audio,  vid- 
eo and  electronics  products  and  began 
wholesaling  prerecorded  videocas- 
settes.  Two  years  ago  the  Silvermans 
sold  Commtron  to  Bergen  Brunswig,  a 
large  pharmaceuticals  wholesaler. 
The  twosome  founded  Continental  in 
Los  Angeles  in  January  and  quickly 
acquired  home  video  rights  to  90 
movies  and  music  videos,  mostly 
schlocky  horror  and  action  films. 

This  spring  the  Silvermans  decided 
the  Olympic  cassette  could  be  their 
ticket  to  the  big  time.  Their  prior  em- 
ployment at  ABC  got  them  in  the 
door;  the  Russian  boycott  helped  be- 
cause it  made  some  of  their  larger 
competitors  nervous. 

"It  w.is  a  matter  of  convincing  ABC 
we  had  the  marketing  skills,"  says 
Jack,  57.  The  Silvermans  and  the  net- 
work agreed  the  tape  should  retail  for 
a  low  $29.95.  "We  saw  an  opportunity 
to  put  this  tape  in  every  American 
home,  and  that  was  music  to  our  li- 
censees' ears,"  says  Jim,  34.  Industry 
sources  conclude  that  the  Silvermans 
also  agreed  to  pay  ABC  unusually 
high  royalties,  with  a  hefty  $250,000 
advance. 

To  break  even  on  those  terms,  the 
Silvermans  needed  to  sell  50,000 
tapes.  Orders  exceeded  70,000  during 
the  first  week  of  sales.  ABC  is  so 
pleased  that  it  is  already  considering 
additional  Olympic  cassettes  of  the 
opening  and  closing  ceremonies  and 
one  for  each  major  sport.  The  Silver- 
mans' contract  was  for  only  one  cas- 


sette, but  they  certainly  have  the  in- 
side track  for  additional  spinoffs. 

"We  look  at  every  cassette  as  a  busi- 
ness builder,  and  you  know  what?  We 
can  still  make  a  nice  profit,"  says 
Jim. — Alex  Ben  Block 

Saying  "robot" 
in  Italian 

On  the  basis  of  Fiat's  experience 
selling  cars  in  this  country,  Paolo 
Cantarella  might  seem  a  bit  daft. 

Last  year  the  giant  Italian  auto- 
maker pulled  out  of  the  U.S.  market, 
unable  to  counter  its  reputation  for 
producing  lemons.  Yet  Cantarella,  39, 
is  chief  executive  of  Comau,  Fiat's 
machine  tool  subsidiary,  and  he  sees 
this  country  as  his  primary  target  for 
growth.  "Our  future  is  in  the  U.S.,"  he 
says  from  his  headquarters  in  the 
northern  Italian  city  of  Turin,  Fiat's 
hometown. 

Cantarella,  an  engaging,  handsome 
man,  isn't  suffering  from  delusions. 
Though  the  company  was  forced  to 
throw  in  the  towel  in  the  U.S.,  a  new- 
ly profitable  Fiat  is  back  on  track  in 
the  European  car  market.  At  midyear, 
after  a  decadelong  slide,  it  had  edged 
out  Ford  for  the  number  one  spot. 
Automation  provided  by  Comau  was 
the  key  to  Fiat's  comeback,  by  lower- 
ing costs  and  improving  quality. 

With  that  success  as  its  best  adver- 


tising, Comau  now  gets  more  than 
half  its  $250  million  annual  sales 
from  outside  the  Fiat  family.  Its  cus- 
tomers include  General  Motors, 
Chrysler,  BMW  and  Volvo. 

Cantarella's  snazziest  product  is 
the  Robogate  welding  system,  which 
uses  computer-controlled  pallets  to 
deliver  car  bodies  to  robot  welders. 
"Old-fashioned  production  lines  have 
to  be  scrapped  when  models  are 
changed,"  he  explains.  Robogate  sur- 
vives model  changes  with  only  a  few 
modifications.  Savings  run  to  the 
millions. 

Chrysler  bought  the  first  U.S.  sys- 
tem back  in  1978  to  produce  its 
Omni/Horizon.  Now  it  has  6  Comau 
production  lines;  GM  has  16.  Until 
recently  Comau  was  in  a  joint  venture 
here  with  Bendix,  but  that  died  after 
the  Allied  takeover,  even  though  Al- 
lied still  owns  30%  of  the  Fiat  subsid- 
iary. These  days  Comau's  newly  inde- 
pendent U.S.  operation  has  a  backlog 
of  over  $100  million — an  order  book 
few  domestic  machine  tool  compa- 
nies can  match. 

All  this  makes  Cantarella,  whose 
father  was  a  blue-collar  machine  tool 
worker,  one  of  Fiat's  rising  stars.  An 
engineering  graduate  of  the  Universi- 
ty of  Turin,  he  joined  the  company 
seven  years  ago  after  trying — and  fail- 
ing— to  take  over  the  welding  firm 
where  he  worked.  "It  was  a  trivial 


F  Scidnna/Magnum 


Paolo  Cantarella  of  Fiat's  Comau 

Selling  automation  to  Chrysler  and  General  Motors. 
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WHEN  NORTHERN  TELECOM  TALKS  WITH  DAEWOO, 
THEY  LIKE  WHAT  THEY  HEAR. 

They  hear  of  Daewoo  innovation. 

They  hear  of  Daewoo  technological  know-how. 

And  how  Daewoo  people  are  expert  at  supplying  optical 

fibers  and  their  cables. 

They  hear  how  good  people  make  good  partners.  The  SL- 1 , 

one  of  the  most  sophisticated  digital  exchanges  in 

the  world,  is  now  produced  in  Korea.  A  direct  result  of  the 

collaboration  between  Northern  Telecom  and  Daewoo. 

So,  when  your  company  lines  up  its  next  project, 
talk  to  Daewoo. 

You'll  like  what  you  hear. 


Daewoo  Intl.  (America)  Corp. 
(212)909-8200 


GOOD   PEOPLE   MAKE   GOOD   PARTN 


Faces 

Behind  the  Figures 


question  of  not  enough  money,"  he 
says  wryly. 

Cesare  Romiti,  managing  director 
of  the  Fiat  empire,  spotted  Cantarella 
in  the  components  group  a  few  years 
ago.  Romiti  made  Cantarella  his  as- 
sistant in  1980  and  gave  him  Comau 
to  run  last  year.  "This  company  has 
been  profitable  even  during  bad  times 
for  the  auto  industry,"  Cantarella 
says.  "Now  it's  up  to  me." — P.S. 

His  way 

Frank  Sinatra  is,  and  probably  al- 
ways will  be,  the  favorite  son  of 
Hoboken,  N.J.  The  singer  is  under 
contract  with  Golden  Nugget,  Inc.  to 
perform  at  its  Atlantic  City  casino. 
Television  ads  show  him  haunting 
the  place  in  the  company  of  Stephen 
Wynn,  Golden  Nugget's  chairman.  So 
what's  this  about  Sinatra  vowing  nev- 
er to  set  foot  in  New  Jersey  again? 

The  source  of  his  ire  is  Joel  Jacob- 
son,  vice  chairman  of  the  state's  Casi- 
no Control  Commission.  This  sum- 
mer Jacobson,  66,  who  last  saw  Sina- 
tra perform  during  a  World  War  II 
USO  show  in  Italy,  called  the  enter- 
tainer "an  obnoxious  bully"  during  an 
official  hearing.  That  made  Sinatra 
decide  to  be  a  singer  without  a  state. 

It  all  started  last  December,  when 
Sinatra  and  Dean  Martin  were  playing 
blackjack  at  the  Golden  Nugget  casi- 
no. According  to  Golden  Nugget  em- 
ployees, Sinatra  insisted  that  the 
game  be  played  "my  way."  During  the 
game,  casino  employees  violated  sev- 
eral gambling  rules.  Cards  were  dealt 
by  hand  and  cut  by  hand,  and  some 
were  dealt  face  down. 

State  law  enforcement  officials  did 
not  charge  Sinatra  with  any  wrongdo- 
ing, so  Jacobson  didn't  punish  the 
singer.  But,  despite  Sinatra's  claims  to 
the  contrary,  Jacobson  decided  that 
the  employees  broke  the  rules  be- 
cause of  the  singer's  intimidation.  Ja- 
cobson imposed  a  $25,000  fine  on 
Golden  Nugget,  and  the  casino  had 
the  four  employees  suspended  briefly 
without  pay.  "I  don't  like  seeing  a  big 
guy  push  a  little  guy  around,"  says  the 
regulator,  a  former  labor  organizer  for 
the  AFL-CIO. 

Jacobson  is  no  stranger  to  contro- 
versy. As  New  Jersey's  Energy  Com- 
missioner in  the  late  Seventies,  he 


Joel  Jacobson  of  the  New  Jersey  Casino  Control  Commission 
Making  Sinatra  a  singer  without  a  state. 


Alon  Reininger/Contaa 


caused  a  brouhaha  by  stating  that  oil 
companies  were  keeping  tankers  full 
of  gasoline  offshore,  waiting  for  prices 
to  increase.  Earlier,  as  chairman  of  the 
state's  Public  Utilities  Commission, 
he  rejected  a  rate  increase  for  New 
Jersey  Bell,  the  first  such  denial  for  a 
major  utility  in  the  state. 

An  angry  and  offended  Sinatra, 
meanwhile,  says  he  is  sticking  to  his 
guns  about  not  appearing  in  his  native 
state — and  that  has  economic  conse- 
quences. Golden  Nugget  officials  re- 
fuse to  talk  about  what  the  cancella- 
tions will  cost,  but  they  say  that  Sina- 
tra will  make  up  all  of  his  Atlantic 
City  dates  at  their  hotel  in  Las  Vegas. 
"I  would  hope  Mr.  Sinatra  would  end 
his  self-imposed  exile  and  return  to 
New  Jersey,"  Jacobson  says.  "But  I 
also  hope  that  his  behavior  off  the 
stage  will  be  as  noble  as  his  perfor- 
mance on  the  stage." — Paul  B.  Brown 

Keeping  out  of 
mischief  now 

Tom  Duck,  a  feisty  former  insur- 
ance salesman,  was  coaxed  out  of 
retirement  by  his  family  in  1977.  He 
started  renting  used  cars  next  to  his 
Tucson  home  as  a  hobby.  That's  how 
Ugly  Duckling  Rent-a-Car  System, 
Inc.  was  hatched.  Now  Duck  is  70, 
and  he  thinks  he  has  a  shot  at  having 
more  domestic  outlets  than  both 
Hertz  and  Avis  by  1990. 

"This  was  just  something  to  keep 
me  out  of  mischief,"  Duck  muses.  He 
drained  $10,000  from  his  savings  ac- 
count to  buy  nine  decent-looking  ja- 
lopies from  the  local  used-car  dealer. 
Throwing  in  one  of  his  own  autos,  he 


went  into  business  with  ten  cars. 

The  business  worked  like  a  charm. 
For  $4.95  a  day  and  a  nickel  a  mile, 
customers  flocked  to  Duck.  Eventual- 
ly someone  asked  about  setting  up  an 
outlet  in  Albuquerque.  Presto,  Duck 
was  in  the  franchise  business. 

Many  of  Duck's  franchisees  are 
used-car  dealers  who  already  have  a 
fleet  ready  for  use.  For  a  basic  fran- 
chise, each  pays  Duck  a  $3,500  fee 
and  6%  of  time  and  mileage  revenues. 

Gross  rentals  last  year  hit  $37.5 
million.  That's  chicken  feed  com- 
pared with  Hertz  and  Avis.  But  when 
it  comes  to  the  number  of  its  loca- 

Cradoc  Bagshaw 


Tom  Duck,  founder  of  Ugly  Duckling 
Courting  the  no-frills  crowd. 
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ITT  GRINNELL  AND  DAEWOO. 
FROM  PIPE  DREAM  TO  SUCCESS  STORY. 

This  year,  ITT  Grinnell  and  Daewoo  enter  into  partnership 

for  the  tenth  time.  All  previous  ventures  proved 

mutually  successful,  providing  rapid  expansion 

for  both  partners. 

The  success  story  continues.  ITT  Grinnell  and  Daewoo  will 

produce  piping  for  two  thermal  and  four  nuclear 

power  plants  in  Asia.  Production  will  also  roll  out  piping  for 

a  highly  sophisticated  seawater  treating  plant  that 

can  withstand  the  Arctic  Ocean. 

When  your  company  has  an  engineering  project  that  could 
use  a  good  partner,  contact  the  people  at  Daewoo. 

Because  nothing  succeeds  like  success. 


Daewoo  Intl.  (America;  Corp. 
(212)909-8200. 


GOOD   PEOPLE   MAKE   GOOD   PARTNERS 


Faces 

Behind  the  Figures 


tions,  Duck's  business  is  impressive. 
With  400  outlets,  he's  already  roughly 
half  as  big  as  the  giants  and  ranks  fifth 
among  car  rental  firms  in  the  U.S. 

Why  has  Ugly  Duckling  thrived? 
Drivers  without  expense  accounts 
have  never  been  served  well  by  the  big 
rental  firms,  he  claims.  One  telling 
fact  is  that  40%  of  Ugly  Duckling's 
customers  are  women — four  times 
the  industry  average.  "They  don't 
have  plastic  cards  to  charge  off  cars  to 
corporations,"  says  Duck. 

His  pet  peeve?  Airport  authorities. 
Controlling  the  choice  locations,  they 
normally  take  a  20%  cut  of  car  rental 
revenues  and  auction  booth  locations 
to  the  highest  bidders.  As  a  result 
Ugly  Duckling  must  operate  else- 
where. "We've  deregulated  every- 
thing in  transportation,"  Duck 
grouses.  "Why  can't  the  airports  have 
a  two-tier  rental  system?  After  all, 
80%  of  airline  passengers  come  in  on 
the  economy  section  of  the  plane. 
Why  would  they  want  to  rent  a  car  at 
luxury  rates?"— John  A.  Byrne 

The  man  behind 
Taro-san 

Tlhe  U.S.  has  Uncle  Sam.  England 
has  John  Bull.  But  until  Washing- 
ton-based cartoonist  Ranan  Lurie 
took  up  his  pen  in  Tokyo  last  year, 
Japan  had  no  similar  national  symbol. 

Lurie,  the  most  widely  syndicated 
political  cartoonist  in  the  world, 
spent  last  year  in  Tokyo  working  at 
the  newspaper  AsahiSbimbun.  Early  on 
he  decided  to  create  an  alternative  to 
the  devious,  slant-eyed  stereotype 
that  cartoonists  had  been  using  to  rep- 
resent Japan  ever  since  World  War  II. 

The  paper  had  a  publicity  field  day. 
Lurie  even  lined  up  Prime  Minister 
Nakasone  to  pick  the  new  character's 
final  name.  The  result  was  Taro-san,  a 
bushy-haired,  bouncy  youth,  full  of 
pep  and  innocence,  wearing  a  tradi- 
tional hachimaki,  or  cloth  band, 
around  his  head. 

Critics  of  the  Japanese,,  seeing  Lur- 
ie's  original  Taro-san  cartoons,  were 
sure  he  was  too  kind.  And  some  Japa- 
nese writers  agreed  that  Taro-san 
didn't  capture  the  essence  of  the  Japa- 
nese national  chara  Taro-san 
seems  to  be  catching  on  a.      te  same. 

It's  been  barely  a  year  since  laro- 


san's  birth,  and  already  other  cartoon- 
ists in  such  far-flung  spots  as  England, 
Australia  and  the  Philippines  are  us- 
ing Lurie's  image  to  represent  Japan. 
Why  should  an  outsider  create  a  Japa- 
nese national  symbol?  "It's  a  question 
of  national  character,"  says  Lurie. 
"The  Japanese  are  not  in  the  habit  of 
creating  something  from  nothing." 

In  the  hands  of  others,  Taro-san's 
image  has  tarnished  a  bit.  In  an  Aus- 
tralian newspaper,  he  is  operating  a 
Japanese  cement  mixer  pouring  mon- 
ey into  the  Australian  real  estate  in- 
dustry. A  West  German  cartoonist 
had  him  driving  his  Japanese  car  over 
a  conquered  Europe.  Lurie's  more 
recent  works  are  biting,  too:  One 
shows  Taro-san  sitting  down  to  eat 
with    Chancellor    Helmut    Kohl    of 


West  Germany,  slicing  up  a  turkey 
labeled  "U.S.  market."  The  caption 
reads,  "Well,  my  German  colleague, 
what  parts  do  you  like?" 

Lurie,  52,  started  as  a  cartoonist  in 
his  native  Israel,  a  country  known  for 
its  acerbic  political  debate.  He  came 
to  the  U.S.  in  1968  to  work  for  Life 
magazine  and  is  now  an  American 
citizen.  These  days  his  studio  is  at  U.S. 
News  &  World  Report.  There  he  pro- 
duces one  cartoon  a  day,  come  hell  or 
high  water,  for  publication  in  400 
newspapers  in  57  countries. 

His  next  project?  Well,  the  South 
Koreans  have  already  been  in  touch.  It 
seems  they  liked  Taro-san  so  much, 
they  want  a  national  symbol  of  their 
own. — Mary  Kuntz 


Political  cartoonist  Ranan  Lurie 
Was  he  too  kind  to  the  Japanese? 
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WHAT  MAKES  YOUR  PEOPLE  EXCEPTIONAL 
IS  WHAT  MAKES  DAEWOO  PEOPLE  EXCEPTIONAL 

They  begin  with  the  best  education. 

Take  Sung-Kyou  Park,  Executive  Vice  President  of  Daewoo 

Telecom.  He  has  a  Ph.D.  in  Electrical  Engineering 

from  the  University  of  Texas. 

And  there's  Chun-Su  Chon,  Managing  Director  of  Daewoo 

Engineering.  He  has  a  Ph.D.  in  Geotechnical  Engineering  from 

the  University  of  Michigan. 

And  Choong-Se  Kim,  Managing  Director  of  Daewoo 

Shipbuilding  and  Heavy  Machinery,  earned  his  Ph.D.  in  Fluid 

Dynamics  from  the  University  of  Illinois. 

Daewoo  employs  70,000  people  in  Korea  and  around  the 

world.  Get  to  know  a  few  of  them  and  experience 

what  a  lot  of  American  companies  have  already. 

Good  people  make  good  partners. 


Daewoo  Intl.  (America) Corp. 
(212)909-8200 


GOOD   PEOPLE   MAKE   GOOD   PARTNERS 


INVESTOR 
REPORT  NO.  2: 


Everybody  talks  about  "tech- 
nology" 

We'd  like  to  talk  to  you  about 
making  money. 

We  —  Pacific  Telesis  Group  — 
came  out  of  the  AT&T  breakup 
with  an  enviable  opportunity.  Our 
markets  — California  and  Nevada 
—have  the  greatest  communi- 
cations growth  potential  in  the 
country. 

The  way  to  capitalize  on  that 
opportunity  is  to  put  technology 
where  it's  most  profitable.  We  call 
it  "Technology  on  Target)'  and 
here's  how  we  do  it. 

We've  focused  our  marketing 
strategy  on  six  key  customer 
segments.  One  of  them,  Priority 
Business,  includes  our  largest 
corporate  customers.  They 
generate  30  percent  of 


Technology 
on  target: 


business 


revenues. 

Determining  what  technology 
Priority  customers  want  and  put- 
ting it  where  they  want  it  is  the 
key  to  profitability. 

Transmission  technology. 
Pacific  Bell  has  spent  over  $2 
billion  in  each  of  the  last  four  years 
to  expand  and  modernize  its 
network. 

The  result:  Today,  65  percent 
of  Pacific  Bell's  central  office 
switching  systems  are  computer- 
controlled.  But  in  downtown  Los 
Angeles  and  San  Francisco,  the 
figure  is  nearly  90 percent— today. 

Computerized  switches  give 
us  new,  sophisticated  services  to 
sell,  are  more  reliable  and  cost 
half  as  much  to  operate  and  main- 
tain as  their 
electromechan- 
ical predeces- 
sors. The  result: 
We  can  provide 
our  customers 


more  and  better  services 
and  make  more  money 
doing  it. 

Another  example.  By 
the  end  of  1984, 55 
percent  of  our  trans- 
mission lines  be- 
tween central 
offices  will  be^ 
digital. 


fiber 
optics  cable 
now  transmits 
times  more  data 
than  copper  cable 
three  times  its  size. 


40  t 


Again,  though, 
we've  targeted  our 
technology  where  the 
revenues  are.  100 per- 
cent of  interoffice  facili- 
ties m  downtown  Los 
Angeles  and  San  Fran- 
cisco are  already  digital 
today. 
Fiber  optics.  Fiber 
optics  technology  is  rapidly 
replacing  copper  cable  as 
the  transmission  medium  of 
choice.  On  a  per-foot  basis, 
fiber  costs  one-sixth  as  much 
to  install  and  one-fourth  as 
much  to  operate. 
In  the  last  four  years,  we've 
installed  more  fiber  than  any  other 
local  communications  company. 
By  the  end  of  1984,  we'll  have  42 
million  fiber  meters  in  place  in 
major  market  areas  in  California. 
But,  again,  the  real  story  for  in- 
vestors is  where  we're  putting  it. 
The  1984  Los  Angeles  Olym- 
pic Games.  To  connect  24  widely- 
separated  Olympic  sites,  we've 
built  the  most  modern,  all-fiber 
metropolitan  communications  sys- 
tem in  the  world.  But  it  won't  just 
sit  there  now  that  the  Games  are 
over.  We're  marketing  it  to  large 
Southern  California  corporations. 

At  Pacific  Telesis  Group,  we 
believe  having  the  right  technology 
isn't  enough— for  our  investors 
or  our  customers. 

Technology  on  target  is  what 
really  pays  off. 

If  you'd  like  more  information 
about  Pacific  Telesis  Group,  write 
Michael  McGreevy  Director,  In- 
vestor Relations,  140  New  Mont- 
gomery Street,  San  Francisco, 
California  94105. 


PACIFICfljTELESiS 

Group 


The  Forbes/Wilshire  5000  Review 


Slow  and  steady  wins  the  race.  Early  in  the  summer  rally, 
Wall  Street  managed  to  post  some  splashy  upward  moves. 
Unfortunately,  they  were  often  followed  by  equally 
splashy  reversals.  Now  the  trading  is  less  volatile  and  the 
trend  is  clearer.  Gains  come  inch-by-inch — but  they  are 
less  likely  to  be  given  back. 

The  Wilshire  index  shows  that  the  market  was  up  1.2% 
for  the  two-week  period  and  2.8%  for  the  four-week 
period.  But  blue  chips  are  the  clear  leaders.  That  is  one 
reason  the  Forbes  500  shows  the  sharpest  two-week  im- 
provement, a  1.4%  gain.  The  average  Big  Board  share  was 
up  1.2%,  and  the  Dow  industrials  gained  1.1%. 


Secondary  stocks  brought  up  the  rear.  The  Amex  re- 
corded only  a  0.5%  increase,  while  the  NASDAQ  was  up 
only  0.4% .  A  simlilar  performance  gap  prevails  over  the 
longer  term.  The  NYSE  and  the  Forbes  500  show  minimal 
improvement  for  the  last  52  weeks.  But  NASDAQ  stocks 
are  off  by  more  than  14%. 

Even  with  the  recent  gains,  the  market  has  considerable 
ground  to  cover  before  reaching  its  old  highs.  Secondary 
stocks  peaked  in  the  summer  of  1983;  the  Dow  hit  its  high 
early  in  1984.  Present  trading  patterns  could  push  blue 
chips  into  new  territory  by  year-end,  but  it  will  take  a 
dramatic  change  to  do  the  same  for  NASDAQ  stocks. 


Close-up  On  The  Equity  Markets 


Performance  of  six  leading  indexes 

Percent  change 

Wilshire 
5000 

Forbes 

500 ' 

Dow  (ones 
industrials 

NYSE 
Composite 

Amex  Market 
Value  Index 

NASDAQ 
Composite 

in  last  4  weeks 

2.8 

2.9 

2.1 

2.8 

4.1 

2.1 

in  last  52  weeks 

-2.1 

1.8 

1.0 

0.9 

-7.1 

-14.3 

Stock  performance  based  on  six  key  investor  yardsticks 

Percent  change 

Company  size 

Volatility2 

P/E  multiple 

Dividend  yield 

Growth  profile3 

Share  price 

large 

small 

high 

low 

over  25 

under  5 

over  7.5% 

none 

high 

low 

over  $40 

under  $4 

in  last  4  weeks 

3.2 

3.9 

4.3 

3.1 

2.3 

4.0 

3.2 

2.5 

4.3 

2.4 

2.9 

3.1 

in  last  52  weeks 

-0.7 

-8.7 

-13.3 

7.5 

-18.4 

-0.2 

4.6 

-9.7 

-12.8 

7.3 

4.6 

-15.9 

'Based  on  sales.  ,  _  .  .  ....  .  . . 

*A  stock's  sensitivity  to  overall  market  movement.  High-volatility  issues  have  wide  price  fluctuations,  low-volatility  issues  are  more  stable. 
3A  quantitative  evaluation  of  a  stock's  growth  image,  determined  by  Wilshire  Associates. 


Note:  All  data  for  periods  ending  9/14/84  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 


FORBES,  OCTOBER  8,  1984 


243 


Where  The  Action  Is 


Blind  faith.  With  Wall  Street,  once  more,  reassured  that 
the  banking  system  is  not  in  danger  of  imminent  collapse, 
the  finance  sector  strongly  outperformed  the  market  dur- 
ing the  last  two  weeks.  Consumer  durables,  meanwhile, 
registered  the  second  best  increase,  a  2.1%  gain,  thanks  to 
continued  strength  in. auto  sales. 


The  recovering  energy  group  is  up  1.5%  for  the  last  two 
weeks  and  6%  for  the  last  four  weeks.  This  sector  also  has 
the  best  52-week  record — up  4.5%.  But  the  group  is  re- 
bounding after  years  of  decline.  Unless  supplies  tighten 
drastically,  these  shares  aren't  likely  to  pace  the  market 
over  the  long  term. 


>»*'\Percent  change  in  last  52  weeks  "O  <?>  Percent  change  in  last  two  weeks 
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What  The  Analysts  Think 


At  least  they  like  something.  Analysts  are  still  slashing  stocks  have  also  been  out  of  favor  of  late.  The  good  news? 
1984  estimates  on  a  wide  range  of  companies.  Transporta-  Wall  Street's  experts  are  still  adding  pennies  to  their 
tion  shares  continue  to  suffer  the  largest  cuts.  Technology     forecasts  for  utility  shares. 


Forecasting  the  Forbes  500 

Rank  based  on 
change  in  estimate 

Sector 

Estimated  1984 
EPS 

%  change  in  1984  estimate 
1    in  2  weeks         in  4  weeks 

Average 
Performance        earnings  per 
period                   share          P/E 

1 

Utilities 

$3.51 

0.26% 

0.37% 

2 

Consumer  non-durables 

2.61 

-0.01 

-2.10 

3 

Capital  goods 

2.41 

-0.21 

-3.35 

4 

Consumer  durables 

3.36 

-0.79 

-1.06 

latest  12  months            $3.01         10.8 

1984  estimates                 3.89           8.9 

1985  estimates                 4.66           7.2 

5 

Energy 

2.63 

-1.14 

-1.60 

6 

Finance 

3.45 

-1.49 

-0.72 

7 

Raw  materials 

2.66 

-1.60 

-1.52 

8 

Technology 

2.01 

-1.98 

-2.91 

9 

Transportation 

2.59 

-2.56 

-3.57 

Earnings  projections  are  equal-weighted  consensus  estin 
with  a  mean  estimate  greater  than  $0.50.  Data  are  com 

latt 

nk- 

s  from  over  1,800  security  analysts.  Forecasts  (or  the  9  Wilshirc  sectors  arc  limited  to  firms  with  3  or  more  estimates, 
d  and  updated  weekly  by  Zacks  Investment  Research,  a  Chicago-based  quantitative  consulting  firm. 

Note:  All  data  for  periods  ending  9/14/84.  Prepared  by  Wilshirc  Associates,  Santa  Monica,  Calif.;  Zacks  Investment  Research,  Inc.,  Chicago,  111. 
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Readers 
of 

A' 


•   » 


have  higher 

incomes 
than  readers 

of 

Time 
or 

Newsweek. 


u!ij'rui.i.'m.'U"UJiJd:i 


Isn't  it  time  you  put 

The  Advertising  Might  of  USA  TODAY 

to  work  for  you? 

SOURCE  1984  SMBB  MEDIAN  INDIVIDUAL  EMPLOYMENT  INCOME 


Streetwalker 


A  not-so-bitter  pill 

New  legislation  awaiting  President 
Reagan's  signature  makes  it  easier  for 
generic  drug  firms  to  market  products 
once  the  patent  protection  expires. 
This  will  squeeze  a  lot  of  compa- 
nies— among  them  N.Y.C.  -based 
American  Home  Products.  Some  7% 
of  AHP's  $4.9  billion  in  sales  comes 
from  the  antihypertensive,  Inderal, 
which  went  off  patent  in  August.  In- 
vestor worries  have  knocked  down 
the  price  of  AHP's  shares  from  a  high 
of  nearly  56  to  a  recent  51. 

"But  don't  count  AHP  out,"  ad- 
vises Richard  Vietor  of  Drexel  Burn- 
ham  Lambert.  The  measure  also 
gives  the  firm  a  big  break  on  Advil, 
its  over-the-counter  ibuprofen  anal- 
gesic: Approval  of  new  drug  applica- 
tions granted  between  January  1982 
and  the  date  the  law  is  signed  in- 
cludes the  right  to  a  two-year  market 
exclusivity.  Advil  benefits  from  that 


American  Home  Products'  new  analgesic 
A  helping  hand  from  Congress. 

provision,  as  does  Bristol-Myers'  Nu- 
prin. So  the  two  firms  will  have  a 
free  hand  selling  their  ibuprofens  in 
the  $1.4  billion-a-year  over-the- 
counter  analgesic  market  until  the 
spring  of  1986. 

The  bottom  line  for  AHP,  says  Vie- 
tor, is  that  Advil's  gains  will  more 
than  offset  the  Inderal  decline.  He  ex- 
pects earnings  of  $4.45  a  share  this 
year,  $5.05  the  next  year.  At  recent 
prices,  that  means  AHP  sells  for  about 
10  times  his  1985  earnings  estimate. 
"Anytime  I  can  get  a  premium  stock 
like  this  so  close  to  a  market  multi- 
ple," Vietor  concludes,  "you  bet  I 
think  it's  a  buy."— Thomas  Jaffe 

From  bad  to  worse 

It's  hard  to  think  of  anything  that 
could  go  wrong  in  the  insurance  busi- 
ness that  hasn't  already  happened  to 
Aetna  Life  &  Casualty  Co.,  the  largest 
publicly  held  insurer  in  the  U.S.  Last 
year  the  SEC  forced  Aetna  to  stop 


booking  future  tax  credits  as  current 
earnings.  So  far  in  1984  the  company's 
commercial  underwriting  business 
has  run  in  the  red.  Meanwhile,  in  July 
Aetna  unloaded  Geosource,  its  mon- 
eylosing  oil  service  division. 

Through  all  this  Aetna's  stock  has 
taken  a  beating.  The  shares  dropped 
from  a  high  of  48  in  1982  to  27  in  July 
and  now  trade  around  35.  A  recovery 
in  the  making?  On  the  contrary,  some 
pessimistic  analysts  now  say  the 
worst  is  yet  to  come. 

Rumor  has  it  that  John  Filer,  chair- 
man since  1972,  was  recently  forced 
to  step  down  because  of  problems 
with  loss  reserves — the  funds  insurers 
set  aside  to  pay  future  claims.  If  these 
accounts  aren't  adequate,  look  for 
earnings  to  get  slammed — as  they  did 
at  American  Express  when  Fireman's 
Fund  ran  into  trouble  (seep.  130). 

Some  say  Aetna  may  currently  be 
underreserved  by  as  much  as  $500 
million.  "I'd  say  there's  a  70/30  prob- 
ability Aetna  will  announce  a  $200 
million  to  $300  million  reserve 
strengthening  for  the  fourth  quarter," 
says  David  O'Leary,  research  director 
of  Fox-Pitt,  Kelton,  a  London  broker- 
age firm.  That  could  mean  up  to  $2- 
per-share  in  charges,  which  would  cut 
1984  earnings  to  50  cents — one-sixth 
of  what  they  were  in  1983. 

"The  only  reason  Aetna  still  trades 
so  high  is  because  it  offers  a  $2.64 
dividend,"  O'Leary  says.  But  he 
thinks  the  7%  yield  is  vulnerable — 
especially  since  James  Lynn,  former 
Secretary  of  Housing  &  Urban  Devel- 
opment under  President  Nixon,  will 
take  charge  later  this  year.  "When  you 
get  new  management,  they  boost  re- 
serves, write  off  all  the  bad  stuff  on 
the  books  and  cut  dividends," 
O'Leary  explains.  "Once  they've  done 
that,  the  stock  is  going  to  drop  like  a 
stone." — Lisa  Gubernick 

Back  in  focus 

Bausch  &  Lomb  Inc.  used  to  be  a  hot 
growth  stock.  In  1971,  with  its  shares 
trading  around  24,  the  world's  leading 
manufacturer  of  soft  contact  lenses 
sold  for  over  70  times  earnings.  Then 
came  waves  of  competitive  price  cut- 
ting and  eroding  margins.  Investors 
saw  trouble. 

Last  year,  however,  earnings  at  the 
Rochester,  N.Y.  firm  were  up  for  the 
first  time  since  1980.  They  should 
also  improve  17%  in  1984,  to  $2  a 
share.  But  Bausch's  29.5  million  com- 
mon shares  have  little  of  their  former 
glory.  Recent  price:  25 lA. 


Ted  KowaleiskJ 


^H  *-iJ*  «iT 

Bausch  &  Lomb's  contact  lens  solution 
Better  vision  for  investors. 

Oppenheimer  &.  Co.'s  Dennis 
Rosenberg  sees  value  here.  Lens 
prices,  off  two-thirds  since  1979,  have 
lately  begun  to  stabilize.  Meanwhile, 
B&X's  new  extended-wear  line  is  very 
successful.  Also,  margins  are  up  50% 
in  the  solution  business.  Then  there's 
Charles  River  Breeding  Laboratories, 
which  B&X  bought  in  February  of  this 
year.  A  new  line  of  virus-antibody- 
free  lab  animals  may  prove  to  be  high- 
ly profitable. 

B&L  is  divesting  losers,  too.  But  the 
real  clincher,  according  to  Rosenberg, 
is  in  the  numbers.  SmithKline  Beck- 
man,  for  example,  just  agreed  to  pay 
$162  million  for  International  Hy- 
dron.  That's  23 'A  times  estimated 
1984  earnings.  Consider  also  Nestle's 
ill-fated  bid  for  CooperVision:  I6V2 
times  earnings  estimate.  Bausch  & 
Lomb?  It  sells  for  just  HV2  times  Ro- 
senberg's 1984  projection — and  he  ex- 
pects a  28%  earnings  gain  in  1985. 
Which  is  why  he  thinks  the  stock's  a 
darned  good  buy. — T.J. 

That's  tellin'  'em 

Three  cheers  for  Charles  Locke,  chair- 
man of  Morton  Thiokol  Inc.  and  a 
man  who  doesn't  beat  around  the 
bush.  The  place:  Montgomery  Securi- 
ties' annual  dog  and  pony  show  in  San 
Francisco,  where  top  executives  extol 
their  companies.  The  subject:  Dow 
Chemical  Co.'s  "investment"  in  Mor- 
ton Thiokol. 

In  April  Dow  announced  it  had 
spent  some  $72  million  to  acquire  8% 
of  MT's  16.8  million  shares.  Some 
think  Dow  may  tender  for  $2  billion- 
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a-year  MT,  which  is  into  specialty 
chemicals,  aerospace  and  household 
products.  Indeed,  since  this  spring 
MT  shares  are  up  more  than  35%,  to  a 
recent  82.  But  Locke  isn't  impressed. 

When  you  put  a  "crummy"  $12  bil- 
lion company  together  with  a  good  $2 
billion  company,  he  says,  the  whole 
thing  will  eventually  look  crummy. 
Locke  claims  he  told  Dow's  chief  ex- 
ecutive, Paul  Oreffice,  "in  no  uncer- 
tain terms"  that  he  was  unimpressed 
with  how  Oreffice  runs  his  company. 
A  cheap  shot,  of  course,  for  someone 
who's  mostly  managing  specialty 
businesses  to  knock  a  commodity-ori- 
ented counterpart. 

Still,  some  statistics  bear  Locke 
out.  Since  1979  Morton  Thiokol's  re- 
turn on  equity  has  averaged  better 
than  20%  and  return  on  capital  over 
15%.  For  the  fiscal  year  ended  in  June 
earnings  were  up  26%,  to  $6.50  a 
share — slightly  ahead  of  their  com- 
pound growth  during  the  period. 
Meanwhile,  Dow,  which  should  have 
$12  billion  in  sales  this  year,  has  sub- 
stantially lagged  on  all  three  counts. 

Locke's  closing  zinger:  It  will  take 
"a  lot  of  money  to  buy  us."  He  also 
claims  to  have  25  companies  interest- 
ed in  being  a  white  knight.  Your 
move,  Mr.  Oreffice.— TJ. 

Still  on  sale 

There  may  be  opportunity  in  the 
recent  breakdown  of  negotiations  to 
acquire  Alexander's,  Inc.  Under  the 
management  of  the  founding  Farkas 
family,  which  owns  some  12%  of  its 
stock,  the  New  York  retailer  has  been 
a  study  in  mediocrity.  Revenues,  $511 
million  last  year,  have  been  flat  since 
1980;  prcfits  peaked  in  1976. 

Then  along  came  another  family, 
the  Basses  of  Texas.  They  bought 
13.5%  of  the  common  and  joined 
forces  with  Interstate  Properties, 
which  already  had  14.3%.  To  them 
Alexander's  is  a  real  estate,  not  a  re- 
tail, play.  The  chain  owns  7  of  its  15 
stores,  including  a  choice  Manhattan 
flagship.  Since  July  the  outsiders  have 
been  trying  to  buy  out  the  Farkases 
and  other  shareholders  at  $27.75  a 
share.  A  tempting  price:  Until  this 
year  the  highest  Alexander's  had  ever 
traded  was  a  shade  over  18. 

Talks  snagged,  and  the  NYSE-listed 
shares  fell  23/s,  to  22Vi,  in  one  day. 
Time  to  look  for  bargains  elsewhere? 
Not  yet,  advises  one  money  manager. 
"Whether  it's  the  Basses  or  someone 
else,"  he  says,  "sooner  or  later  a  deal 
is  going  to  get  done.  At  $27.75  those 
guys  would  be  getting  Alexander's 
cheap."  Stay  in  line. — T.J. 
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ouldn't 
or  the  world. 


As  world  markets  grow  even  more  international  the  IHT  grows 
even  more  important  as  an  ad  medium — tying  lnternationally- 
minded  readers  together  around  the  globe : 

•  Each  day  more  than  31,000  copies  of  the  IHT  are  read  by 
key  business  traveDers  on  international  airlines. 

•  IHT  global  circulation  grew  in  1983  to  a  daily  total  of  153,000. 

•  In  165  countnes  worldwide,  more  than  400,000  noticeably 
influential  people  read  each  issue  of  the  IHT  every  day 

The  International  Herald  Tribune  International  advertisers 
shouldn't  miss  it  for  the  world.  Call  Sylvia  Kruteck  at  (212)  752-3890. 


Invest  in  the  future 
of  America. 

The  kids  of  today  are  the  doc- 
tors, the  engineers,  the  journal 
ists,  the  scientists,  the  teachers 
of  tomorrow. 

Only  with  your 
help  can  they  be 
assured  of  a  first- 
rate  college  educa- 
tion because  today 
colleges  are  having 

a  hard  time  coping  with  the  high  costs 
of  learning. 

Rising  costs  and  less  government 
funding  are  threatening  to  lower 
the  quality  of  higher  education  and 
reduce  the  number  of  well-qualified 
college  graduates. 

Invest  in  the  future  of  America 
And  watch  your  investment 
grow. 

Give  to  the  college  of  your  choice! 


!ai^ 


•  L'.,','yi     ' 


247 


me  mc. 


lOUECTiON        T2Sfc3^-U  T30699t+*v 


TIME  tNC.      ' 
PIC  COLLECTiOH  - 


ORIGINAi 


INC.         "J 
ECTfON     ° 


r  c  7  b  £  i 


TIME  IKC. 
PIC  COLLECTION  - 


£  INC. 


e  5  ^ 


3 


IME  INC. 
COLLECTION 


ca\  d«oid  HoneKf«Jttii 


"V*?-  S" 


t  r*-*  7  a  y  a 

mc  coggers 


TIME 


riME  IMC.        j 
COLLECTION 


uT?Th  iff 


HUJBfMI 


M 

o 

K> 

ISr^^EB 

& 

°9 

•vi 

^O 

<**"  *aeiuu&iF6£ 


«JpkTC  h^iio-i* 


uJ  (&f4-f 


j  AC  COLLECTION 


2->  z 


?26  9t«*-/    1 


fis©<*fffi: 


j£        96?  ricif.jrtNf'X-: 

,   „  ,  &•  300    £81  OH' 


A  moment 
frozen 
in  time. 


TIME  is  honored  for  photographs  that 
communicate  not  merely  events  and  objects, 
but  understanding. 

It  seems  that  the  more  ways  we  have  to  get 
information,  the  more  relevant  TIME 
becomes.  Other  media  supply  facts  daily, 
hourly,  even  instantaneously.  But  the  sheer  quan- 
tity of  information  makes  TEVIE's  weekly  per- 
spective all  the  more  welcome,  and  has  created  a 
new  surge  of  interest  in  the  printed  photograph, 
a  moment  frozen  in  time,  an  image  that  shows 
more  than  one's  own  eyes  would  see,  isolated  for 
study  and  analysis. 

TIME  is  the  leader  among  magazines  for  its 
excellent  news  photography.  TIME  photog- 
raphers have  won  two  Pulitzer  Prizes,  and  the 
Overseas  Press  Club  has  honored  TIME  with 
seven  Robert  Capa  Awards  in  the  past  nine 
years,  and  the  Olivier  Rebbot  Award  for  the  past 
three  years  running. 

The  whole  idea  of  TIME  is  to  communicate 
the  essence  of  an  event  clearly,  memorably  and 
economically.  It's  a  tough  enough  discipline  for 
writers  and  editors,  but  even  more  difficult  for 
our  photographers.  Given  the  magazine's  space 
limitations,  they  must  come  up  with  a  picture  not 
only  worth  a  thousand  words  but  a  dozen  other 
pictures  as  well. 

But  it's  a  worthy  discipline. 
TIME  has  won  more  awards 
for  photography  than  any 
other  magazine  of  any  kind  in 
the  world.  A  likely  reason 
more  people  read  TIME  than 
any  other  news  magazine:  30 
million  men  and  women 
around  the  world,  every  week. 

More  goes  into  it. 


)iqR4 Timp  lnr 


Statistical  Spotlight 


Shares  in  electronics  companies  have  been 
losing  voltage  lately — which  is  why  they 
may  deserve  a  closer  look. 


Short  circuit? 


By  Leslie  Pittel 


September  wasn't  a  good  month 
for  electronics  stocks.  First, 
Gould  surprised  investors  with 
the  news  that  orders  for  its  read-only 
memory  chips  had  fallen  abruptly. 
Then  Texas  Instruments  was  clob- 
bered by  questions  of  quality  control 
from  the  Pentagon.  Finally,  Merrill 
Lynch  lowered  its  earnings  estimates 
for  connector  companies  like  AMP 
and  Augat. 

All  this  hits  shareholders 
squarely  in  the  pocketbook. 
Gould  has  lost  $216.6  mil- 
lion in  market  value  since 
its    announcement.    And 
on  one  particularly  bleak 


day,  Texas  instruments  dropped  from 
135  to  128V4.  AMP's  share  price  de- 
clined by  41/»,  off  12% .  Such  pain  isn't 
either.  Since  the  beginning  of 


new, 


this   year,    electronics    shares    have 
trailed  the  market  by  a  wide  margin. 


Chas  B  Slackman 


As  a  result,  multiples  for  this  indus- 
try have  collapsed.  This  time  last  year 
electronics  stocks  were  trading  at 
33.8  times  current  earnings.  Now 
their  P/E  ratio  is  only  21.1.  This  drop 
is  all  the  more  significant  since  earn- 
ings over  the  period  have  risen  by 
54%.  Based  on  analysts'  1985  earn- 
ings estimates,  these  stocks  now  sell 
for  only  12. 1  times  projected  earnings. 

What's  going  on?  Some  investors 
worry  that  these  cyclical  firms  have 
already  peaked.  Pessimists  even  see 
the  dawn  of  what  they  dub  an  "elec- 
tronics recession."  Merrill  Lynch's 
Jerry  Labowitz  points  to  the  slowing 
order  pattern  in  the  commercial  side 
of  the  market,  particularly  among 
computer  and  peripheral  customers. 

Excess  capacity  is  also  a  worry. 
Many  electronics  firms  have  been  in- 
vesting rapidly  to  increase  produc- 
tion. But  by  the  time  they  get  new 
assembly  lines  ready,  demand  may  be 
off.  Some  signs  of  this  predicament 
may  already  be  evident.  Book-to-bill 
ratios,  which  indicate  order  strength 
relative  to  production  capacity,  are 
now  declining. 

But  there  are  optimists,  too.  E.F. 
Hutton's  Edward  White  Jr.  sees  much 
of  the  recent  sellout  as  an  overreac- 
tion.  "I  don't  think  earnings  have 
reached  their  highs  yet,"  he  says.  "We 
won't  see  a  recession  in  electronics 
until  at  least  1986."  He  points  out 
that  earnings  gains  looked  unusually 
impressive  in  percentage  terms  com- 
ing out  of  the  recession.  Sure,  the 
spectacular  comparisons  are  no  longer 


How  far  the  chips 

are 

down 

Many  of  these  65  electronics  companies  are  selling  near    rise  at  least  25%  next  year.  Based  on  those  estimates, 
their  12-month  lows.  But  analysts  expect  earnings  to    almost  half  these  stocks  now  sell  at  P/Es  of  less  than  10. 

1 

Company                                           recent 

a  . 

Latest 

12-month 

EPS 

Current 
P/E 

EPS  estimate 
1984            1985 

P/E 

based  on 

1985E 

5-year 

EPS 

growth 

Book 
value 

Yield 

52-week 
high  low 

AWP                                                    31i/4 

39,A-26Vs 

$1  87 

16.7 

$2.16 

$2.63 

11.9 

6.5% 

$  7.84 

2.0% 

AVX                                                       23 

30'/4-16'/2 

1.57 

14.7 

1.92 

2.48 

9.3 

-13.1 

11.39 

1.4 

Advanced  Mico  Devices                   37V4 

41  i/s-25 '/» 

1.75 

21.4 

2.79 

3.34 

11.2 

14.8 

5.09 

— 

Alpha  fodust:-^                                 17 

2278-121/4 

0.82 

20.7 

0.99 

1.26 

13.5 

13.3 

7.28 

0.3 

Analog  D«-.v                                         26 

3  Hi- 19% 

1.25 

20.8 

1.29 

1.64 

15.9 

17.6 

5.19 

— 

Anaien  Microwave                             10 Vs 

Wh-  7V* 

0.45 

22.5 

0.45 

0.62 

16.3 

34.9 

4.47 

— 

Anthem  Elects xt                                  1 2  V* 

17    -  8% 

0.95 

12.9 

1.27 

1.65 

7.4 

7.3 

4.57 

0.3 

Applied  Materials                              3514 

423/4-21'/4 

1.63 

21.8 

1.97 

2.88 

12.3 

-21.6 

9.66 

— 

Arrow  Electronics                               22 

327/8-18 

1.92 

11.5 

2.63 

3.60 

6.1 

-26.0 

9.58 

0.9 

Augat                                                   28% 

47V2-251/4 

165 

17.5 

1.94 

2.55 

11.3 

3.6 

10.27 

1.1 

E:  estimate. 

Source  The  Institutional  Brokers  Estimate  System,  a  service  of  Lynch,  Jones 
via  Micro/Scan  Data  on  diskette  from  ISYS  Corp. 

&Ryan 
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ING  CHANNEL  BECAUSE  ITS  CRUCIAL 
THAT  YOU  BE  THERE  AND  THERE  AND  THERE. 


After  all,  you're  the  decision-maker. 
And  while  it  would  be  ideal  to  be  in 
all  the  right  places  to  make  all  the 
right  decisions,  you  can't  be.  Or  at 
east  you  couldn't  be.  Until  now. 

Until  the  ISACOMM  Meeting 
Channel. 

The  Meeting  Channel  is  building 
the  largest  video  conference  network  of 
its  kind.  So  now  you  can  have  personal 
contact  with  any  of  your  business  asso- 
ciates throughout  the  U.S.  and  abroad. 
Whether  from  your  own  Meeting 
Channel  conference  rooms  installed 


at  strategic  corporate  locations.  Or 
from  an  existing  Meeting  Channel 
facility  you  use  on  an  hourly  basis. 

Either  way,  the  Meeting  Channel 
gives  you  more  control  than  ever 
before.  And  lets  you  involve  more 
key  people  in  every  aspect  of  your 
business— from  strategic  planning  to 
new  product  development  to  the 
training  of  personnel. 

Because  when  you  meet  on  the 
Meeting  Channel,  you're  face  to  face 
with  your  associates.  And  you  do 
business  as  if  you  were  right  across 


the  table  from  one  another,  not 
thousands  of  miles  apart. 

So  you  get  things  done  efficiently. 
On  schedule.  Not  on  the  run.  And 
that's  exactly  why  corporations  like 
yours  are  using  the  Meeting  Channel. 

Be  there  when  and  where  it  counts. 
Call  ISACOMM  now  at  1-800-554-3365, 
ext.  700.  Or  write  us  at  1815  Century 
Boulevard,  Department  110D,  Atlanta, 
Georgia  30345. 

A  PICTURE 
IS  WORTH  A  THOUSAND  MILES. 


©7984  ISACOMM,  Inc. 


CHAWWEL 

ISACOMM,  INC  -A  UNITED  TELECOM  COMPANY 


Statistical  Spotlight 


making  headlines,  but  growth  in  prof- 
its is  still  positive. 

Others  gain  encouragement  from 
the  new  markets  for  semiconductors. 
Today,  silicon  wafers  show  up  in  ev- 


erything from  cars  to  telephones.  "In 
every  industry  that  you  look  at,  elec- 
tronics is  becoming  a  key  factor,"  says 
John  Geraghty,  at  Dean  Witter  Reyn- 
olds. "That's  a  tremendous  impetus 
to  the  continuing  growth." 

Consider  personal  computers.  De- 
spite the  recent  shakeout  in  computer 


manufacturing,  demand  for  comput- 
ers continues  to  climb  by  giant  steps. 
IBM,  for  example,  is  expected  to  sell 
2V2  times  as  many  personal  comput- 
ers in  1984  as  it  did  last  year.  Every 
machine  is  full  of  chips. 

To  get  a  closer  look  at  the  industry, 
we  searched  Lynch,  Jones  &.  Ryan's 


How  far  the  chips 

are 

down 

Company 

Latest 

12-month 

EPS 

Current 
P/E 

EPS  estimate 
1984            1985 

P/E 

based  on 
1985E 

5-year 

EPS 

growth 

Book 
value 

Yield 

recent 

52-week 
high  low 

Avnet 

34% 

49%-27 

$2.44 

14.2 

$2.46 

$3.17 

11.0 

-3.1% 

$14.49 

1.4% 

Boonton  Electronics 

6 

9'/2-  5 

0.61 

9.8 

0.77 

0.85 

7.1 

NA 

4.71 

— 

Burndy 

15 

24%- 12% 

1.06 

14.2 

1.35 

1.89 

7.9 

-14.9 

10.98 

5.6 

Burr-Brown 

19'/2 

24%- 17  !/4 

1.07 

18.2 

1.29 

1.74 

11.2 

NA 

8.59 

— 

CTS 

327s 

47    -22 

2.08 

15.8 

3.25 

4.10 

8.0 

-7.9 

22.19 

3.0 

Cubic 

17% 

307/s-13% 

1.97 

9.1 

2.25 

2.67 

6.7 

24.9 

11.46 

2.2 

Ducomrnun 

35  Vi 

47    -30 

3.80 

9.3 

4.27 

5.58 

6.4 

-7.8 

25.17 

2.3 

EG&G 

34 

37'/4-26'/8 

1.66 

20.5 

1.89 

2.30 

14.8 

18.6 

7.47 

1.2 

EIP  Microwave 

12% 

13%-  9>/2 

0.69 

17.8 

0.79 

0.95 

12.9 

NA 

2.37 

0.8 

John  Fluke  Mfg 

285/8 

34%-24'/8 

1.64 

17.5 

1.79 

2.24 

12.8 

0.2 

10.70 

— 

Frequency  Electronics 

19% 

36    -15'/8 

1.02 

19.4 

1.40 

2.10 

9.4 

51.9 

9.60 

— 

GenRad 

24 

45'/4-18 

1.31 

18.3 

1.86 

2.59 

9.3 

-1.1 

11.02 

0.4 

General  Instrument 

245/s 

40    -20'/s 

0.97 

25.4 

1.82 

2.57 

9.6 

-2.5 

19.29 

2.0 

Genisco  Technology 

4% 

11%-  3% 

0.01 

NM 

0.70 

0.60 

7.9 

-2.4 

6.38 

— 

Giga-tronics 

19% 

25    -15 

0.75 

25.8 

0.95 

1.20 

16.1 

NA 

2.95 

— 

Gould 

25% 

36%-23'/s 

1.76 

14.7 

2.31 

2.81 

9.2 

-12.2 

18.41 

2.6 

Harris 

29 '/4 

42%-22% 

2.02 

14.5 

2.01 

2.64 

11.1 

-11.9 

19.51 

3.0 

Hewlett-Packard 

37% 

46'/4-^l'/8 

2.51 

15.0 

2.22 

2.78 

13.5 

17.7 

11.33 

0.6 

Instron 

18% 

21%-16% 

0.60 

31.3 

1.90 

2.40 

7.8 

-25.3 

10.18 

1.5 

InteCom 

ll'/s 

28 '/2-  6% 

0.33 

33.T 

0.38 

0.71 

15.7 

NA 

4.15 

— 

Intel 

33% 

45'/8-25!/4 

1.60 

21  1 

1.99 

2.60 

13.0 

-4.2 

10.56 

— 

International  Rectifier 

22% 

26'/2-13% 

0.88 

26.0 

0.90 

1.90 

12.0 

NA 

7.09 

— 

Knogo 

13S/8 

23    -  8% 

0.74 

18.4 

0.92 

1.14 

12.0 

NA 

6.32 

— 

Kollmorgen 

25l/4 

34    -22% 

1.37 

18.4 

1.81 

2.34 

10.8 

-5.0 

10.35 

1.3 

Kulicke  &  Soffa  Industries 

27'/4 

iSVt-llVi 

1.48 

18.4 

1.55 

2.31 

11.8 

-33.0 

5.33 

0.3 

Kyocera 

52'/4 

625/8-37% 

1.83 

28.6 

2.07* 

2.57 

20.3 

14.5 

NA 

0.6 

LSI  Logic 

16% 

25%-ll% 

0.61 

27.7 

0.68 

0.95 

17.8 

NA 

6.98 

— 

MTS  Systems 

26 

27    -18'/i 

1.96 

13.3 

2.15 

2.77 

9.4 

-22.0 

18.89 

1.2 

Matrix  Science 

27% 

38%-21'/2 

1.65 

16.8 

1.68 

2.24 

12.4 

17.8 

6.48 

0.4 

Molex 

33% 

42%-29 

1.91 

17.4 

1.91* 

2.48 

13.4 

13.4 

6.02 

9.0 

Monolithic  Memories 

19% 

30%- 12% 

1.19 

16.7 

1.31 

1.72 

11.6 

NA 

7.84 

— 

Moors  Products 

29 '/4 

291/4-22'/4 

1.20 

24.4 

1.95 

3.00 

9.8 

-12.5 

19.77 

3.0 

Motorola 

39% 

50    -29  'A 

2.86 

13.9 

3.23 

3.88 

10.2 

3.7 

17.01 

1.6 

National  Micronetics 

7% 

18%-  6'/8 

0.56 

13.2 

0.56* 

1.01 

7.3 

NA 

5.70 

— 

National  Semiconductor 

14% 

19%-  9'/2 

0.66 

21.8 

1.39 

1.88 

7.6 

-17.8 

4.23 

— 

Nicolet  Instrument 

13'/2 

22%- 10% 

0.85 

15.9 

1.30 

1.48 

9.1 

-16.5 

8.67 

0.9 

Regency  Electronics 

6% 

20%-  5% 

0.66 

9.7 

0.82 

1.01 

6.3 

5.4 

3.62 

3.1 

Richardson  Electronics 

22'/2 

22'/2-ll1A 

1.24 

18.1 

1.25 

1.55 

14.5 

NA 

6.17 

— 

Rogers 

27 

37'/4-23% 

1.93 

14.0 

2.13 

2.57 

10.5 

10.1 

12.96 

0.4 

SCI  Systems 

18% 

30^2-10% 

0.80 

22.8 

0.88 

1.31 

13.9 

39.0 

5.62 

— 

•1984  actual.     NA:  not  available.     NM 

not  meaningful.     E:  estimate. 

Source:  The  Institutional  Brokers  Estimate  System,  a  service  of  Lynch,  Jones 
via  Micro/Scan  Data  on  diskette  from  /SYS  Corp. 
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Mega-project  lending 

is  a  balancing  act 

few  banks  have  mastered. 

has  yours? 


If  you  have  ever  been 
involved  in  project 
financing  which  requires 
loan  syndication,  you  know  it's 
not  a  two-step  process.  Rather,  it  is 
a  simultaneous,  creative  inter- 
action between  two  spheres  of 
knowledge  which  must  be  brought 
into  balance. 

Simply  put,  a  project 
loan  must  be  designed  to  meet  the 
criteria  of  both  buyer  and  seller, 
at  a  price  which  fulfills  the  objec- 
tives of  both.  It's  a  balancing 
process  -  both  an  art  and  a  science 
-  at  which  Bank  of  Montreal 
excels.  We  have  compiled  an 
impressive  record  of  syndi- 
cated financings  for  major  projects. 
But,  more  importantly,  we  have 
earned  the  respect  of  our  peers 
among  international  lenders  who 
have  consistently  voted  us  one  of 
the  most  professional  syndicate 
managers  in  the  business. 

On  one  side,  we  have  the 
proven  expertise  required  to 
accurately  assess  technical  risk,  the 


financial  engineering  skills  to 
structure  the  loan,  and  a  capital  base 
large  enough  to  make  a  major 


underwriting  commitment. 

On  the  other, 
Bank  of  Montreal  specialists  in 
loan  syndication  have  the  global 
experience  and  professional  re- 
spect of  key  project  banks,  as  well 
as  up-to-the-minute  awareness 
of  their  current  lending  posture. 

That's  where  the  balanc- 
ing comes  in.  Our  team  carefully 
weighs  all  these  factors  to  custom 
design  a  proposal  which  meets  the 
requirements  of  acceptable  risk  and 
yield.  Then  they  select  a  banking 
group  so  that  it  forms  a  broad, 
flexible  base  of  support  which  is 
compatible  with  both  your  short- 
term  needs  and  your  longer 
term  relationship  objectives. 

Which  is  good  to  remem- 
ber when  you're  weighing 
the  capabilities  of  a  project  bank. 
Contact  your 
Bank  of  Montreal' Account 
Manager,  or  Project  Finance, 
Merchant  Banking  Group,  First 
Canadian  Place,  Toronto,  Canada. 
Telex:  06524041. 


HtfSW*^  " 


Life  begins 

at  5tt 


It's  not  just  that  life  expectancy  is  higher 
in  recent  years. 

It's  also  that  growing  numbers  of  men  and 
women  are  expecting  more  of  life  as  they 
pass  50— and  fulfilling  those 
expectations. 

TV,  magazines  and  newspapers  are  now 
spreading  the  word  that  mature 
Americans  are  a  very  vigorous  and  vital 
part  of  our  society. 

This  is  hardly  news  to  Modern  Maturity 
—  the  magazine  that  talks  directly  to 
22,400,000  active,  interested  readers. 

The  ones  that  other  media  only  talk 
about. 

Modern  Maturity 

America's  3rd  largest  magazine. 
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Company 



recent 

Latest 

12-month 

EPS 

Current 
P/E 

EPS  estimate 
1984             1985 

P/E 

based  on 

1985E 

5-year 

EPS 

growth 

Book 
value 

Yield 

52-week 
high  low 

SFE  Technologies 

13*4 

20%-12'/i 

$0.73 

18.5 

$1.24 

$1.74 

7.8 

19.3% 

$7.57 

0.7% 

Scientific-Atlanta 

9 

18    -  7% 

0.50 

18.0 

0.50* 

0.83 

10.8 

-18.1 

6.80 

1.3 

Sensonnatic  Electronics 

7% 

38    -  5% 

0.65 

11.9 

0.84 

1.25 

6.2 

39.9 

6.48 

0.6 

Spectrum  Control 

6% 

1214-  6'/a 

0.38 

17.8 

0.50 

0.70 

9.6 

NA 

2.39 

0.7 

Standard  Microsystems 

20% 

30*4-16 

0.86 

24.1 

1.29 

1.72 

12.1 

17.8 

6.31 

— 

Tech-Sym 

17% 

22%-13!/8 

1.15 

15.4 

1.32 

1.68 

10.6 

42.9 

7.21 

— 

Teradyne 

31% 

39%-21'/4 

1.57 

20.3 

1.81 

2.42 

13.2 

-0.4 

8.57 

— 

Texas  Instruments 

128% 

149*4-101 

5.51 

23.3 

13.89 

15.95 

8.0 

-11.9 

55.99 

1.6 

Tracor 

25% 

29'/8-18% 

1.89 

13.4 

2.03 

2.39 

10.6 

12.5 

10.14 

1.3 

Unitrode 

33 

36%-22 

1.51 

21.9 

1.66 

2.08 

15.9 

16.3 

7.45 

0.6 

Varian  Associates 

41  Vi 

61%-30V4 

2.55 

16.1 

2.77 

3.60 

11.4 

17.5 

16.93 

0.6 

Varo 

12*4 

19%-  9*4 

1.14 

10.7 

1.25 

1.60 

7.7 

-6.8 

11.09 

3.3 

Vishay  Intertechnology 

19'/4 

20%- 14 

1.57 

12.3 

1.62 

1.97 

9.8 

8.3 

10.19 

— 

Wavetek 

6*4 

16%-  5% 

0.42 

15.5 

0.39 

0.69 

9.4 

3.6 

8.00 

— 

Wyle  Laboratories 

15% 

25%- 10% 

1.60 

9.7 

1.79 

2.14 

7.2 

-25.2 

10.32 

2.1 

NA:  not  available.     E:  estimate. 

*1984  actual. 

Source:  The  Institutional  Brokers  Estimate  Systetn,  a  seri'ice  of  Lynch,  Jones  &  Ryan 
via  Micro/Scan  Data  on  diskette  from  ISYS  Corp .  Forbes. 
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Institutional  Brokers  Estimate  Sys- 
tem for  electronics  stocks  and  came 
up  with  the  list  beginning  on  page 
250.  Our  group  of  65  stocks  includes 
only  those  companies  with  1985  con- 
sensus  earnings   estimates   that   are 


25%  above  latest  12-month  earnings. 
In  addition,  we  included  only  those 
companies  with  positive  earnings  for 
the  current  period. 

Based  on  1985  estimates,  28  of 
these  stocks  are  selling  at  a  P/E  multi- 
ple less  than  10.  This  is  a  bargain 
multiple  for  the  electronics  indus- 
try— if,  of  course,  the  analysts  are  on 


the  mark.  Many  of  these  stocks  are 
also  selling  close  to  their  52-week 
lows.  But  notice  that  nearly  all  these 
firms  trade  well  above  book  value. 
And  remember  that  these  stocks  are 
highly  volatile. 

Electronics  companies,  Geraghty 
concludes,  are  best  suited  to  "inves- 
tors with  strong  stomachs."  ■ 


Everyone  talks  about  the  Dow,  but  few 
people  understand  it.  Even  fewer  realize 
which  Dow  stocks  have  the  real  clout. 


Deep  inside 
the  Dow 


By  Steve  Xicken 


Sophisticated  investors  realize 
that  the  Dow  Jones  industrial 
average  is  a  buggy-whip  indica- 
tor. It  includes  only  a  few  stocks  and 
isn't  weighted  by  market  value.  But 
the  Dow  is  the  market  for  millions  of 
people,    so   it    pays    to   know    what 


makes  the  index  tick. 

In  the  days  before  calculators,  not 
to  mention  computers,  it  was  tough 
work  to  track  stock  market  perfor- 
mance. Back  in  1884  Charles  Dow 
pushed  technology  to  the  limit  when 
he  began  adding  up  the  share  prices  of 
1 1  big  companies. 

By  1928  the  20-stock  Dow  industri- 


als had  already  become  a  household 
word.  But  Dow  Jones,  which  pub- 
lishes similar  indicators  for  transpor- 
tation and  utilities,  wanted  its  bell- 
wether to  reflect  the  broader  market. 
So  the  firm  added  10  new  stocks. 

The  Dow,  however,  couldn't  fly  on 
the  day  it  included  30  stocks  instead 
of  20.  So  a  clever  mathematician  sug- 
gested dividing  the  new  total  by  a 
number  that  would  make  it  consis- 
tent with  the  old  one.  The  magic  divi- 
sor turned  out  to  be  16.67. 

Thus  began  an  adjustment  process 
that  has  now  become  complex.  Over 
the  years  there  have  been  stock  splits, 
spinoffs  and  distributions.  Dow  Jones 
also  replaces  companies,  with  the 
goal  of  having  30  stocks  that  are  a 
mirror  of  American  industry.  Today, 
for  example,  the  Dow  industrials  ac- 
count for  20%  of  the  market's  total 
equity  value.  But  all  these  changes 
mean  tinkering  with  the  divisor. 

Only  months  after  the  Dow  was 
expanded,  for  example,  National  Cash 
Register  replaced  Victor  Talking  Ma- 
chine when  RCA  took  over  Victor. 
Since  NCR  was  a  lower-priced  stock, 
the  divisor  went  down.  Whenever  a 
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It  started  out  small  enough. 

Pea  Soup  Andersen's  Restaurants  wanted  to  help  the  arts.  Just  like  Mobil 
sponsors  Masterpiece  Theatre,  but  on  a  smaller  scale  So  they  sponsored  a  local 
Thcatrefcst  and  Children's  Concert  Series  in  their  communities 


SUDDENLY 

PEA  SOUPANDERSENS 

IS  AS  BIG  AS 

MOBIL 


And  then  they  won  big. 
Pea  Soup  Andersen's  and 
Mobil  each  won  a  national 
Business  in  the  Arts  Award 


lor  their  outstanding  support  to  the  arts.  Now  Pea  Soup  Andersen's  is  a  star  like- 
Mobil, even  though  they're  not  exactly  a  corporate  giant. 

So  you  don't  have  to  be  big  to  win.  All  you  have  to  do  is  support  the  arts 
Aid  if  Pea  Soup  Andersen's  can  win,  win  can't  your  company?  If  your 
business  supported  am  of  the  arts  in  1984-    gave  a  giant,  donated  services,  loaned  personnel  or  used 
the  arts  to  advertise  or  promote  your  products  or  services  -you  might  be  eligible 

Por  nomination  information  for  the  Nineteenth  Annual  Business  m  the  Arts  Awards,  co-sponsored 
by  the  Business  Committee  lor  the  Arts,  Inc.  and  Forbes  Magazine,  write  to  us  before  February  1,  1985. 

BUSINESS  COMMITTEE  FOR  THE  ARTS'  SUITE  510  •  1775  BROADWAY,  NEW  YORK,  NY  10019  •  (212)  664-0600 
THIS  ADVERTISEMENT  PREPARED  AS  A  PUBLIC  SERVICE  BY  OGILVY  &  MATHER 


The  Dow 

,  then... 

In  October  1928  the  average  Dow  Industrial  stock  sold  for  133.  But 
International  Harvester,  the  priciest  stock  then,  is  now  the  cheapest. 

Company 

Price 

Company 

Price 

Allied  Chemical 

202  Vi 

Nash  Motors 

92% 

American  Can 

108% 

North  American 

74 

American  Smelting 

244 

Paramount  Publix 

51 

American  Sugar 

72  Vi 

Postum 

70 'A 

American  Tobacco  B 

166 

Radio  Corp 

210 

Atlantic  Refining 

185% 

Sears,  Roebuck 

149 

Bethlehem  Steel 

64% 

Standard  Oil  (NJ) 

45% 

Chrysler 

124 1/2 

Texas  Corp 

67'/s 

General  Electric 

164 

Texas  Gulf  Sulfur 

71% 

General  Motors 

215 

Union  Carbide 

188% 

General  Railway  Signal 

105'/2 

US  Steel 

159'/2 

Goodrich 

83% 

Victor  Talking  Machine 

1 10% 

International  Harvester 

294% 

Westinghouse  Electric 

105% 

International  Nickel 

125% 

Woolworth 

192 

Mack  Trucks 

92 

Wright  Aeronautical 

165 

...Am 

1  now 

High-priced  IBM  has  the  greatest  influence  over  today's  Dow.  But  some 
stocks,  like  AT&T,  have  less  impact  than  their  market  values  warrant. 

Company 

Recent 
price 

Contribution 
toDIIA 

—Market  capitalization — 
[billions)             Dow  rank 

IBM 

122% 

9.04% 

$75.1 

1 

Merck 

83% 

6.13 

6.2 

14 

Minnesota  Mining  &  Mfg 

78% 

5.77 

9.2 

10 

Eastman  Kodak 

74% 

5.51 

12.4 

6 

General  Motors 

73'/i 

5.41 

23.2 

4 

American  Brands 

591/8 

4.35 

3.3 

18 

General  Foods 

57V4 

4.23 

3.0 

19 

General  Electric 

57% 

4.20 

25.9 

3 

Procter  &  Gamble 

54% 

4.02 

9.1 

11 

International  Paper 

53 1/4 

3.92 

2.7 

23 

Union  Carbide 

51% 

3.81 

3.6 

17 

Du  Pont 

47  Vi 

3.47 

11.3 

9 

American  Can 

45% 

3.37 

1.1 

28 

Exxon 

441/2 

3.28 

36.4 

2 

Owens-Illinois 

41 

3.02 

1.2 

25 

United  Technologies 

37% 

2.79 

4.6 

16 

Texaco 

36% 

2.70 

8.7 

12 

Woolworth 

36i/2 

2.69 

1.1 

26 

Chevron 

35 

2.58 

12.0 

8 

Allied  Corp 

34 

2.50 

2.7 

21 

Sears,  Roebuck 

34 

2  50 

12.2 

7 

Aluminum  Corp  of  America 

33 

2.43 

2.7 

22 

American  Express 

32% 

2.41 

7.0 

13 

Goodyear 

27% 

2.01 

2.9 

20 

Westinghouse 

26'/8 

1.92 

4.6 

15 

US  Steel 

24% 

1.81 

2.6 

24 

AT&T 

18% 

1.39 

18.2 

5 

Bethlehem  Steel 

17% 

1.30 

0.8 

29 

Inco 

11 1/4 

0.83 

1.1 

27 

International  Harvester 

8% 

0.62 

0.5 

30 

Statistical  Spotlight 


company  split  its  shares,  the  divisor 
also  fell. 

By  the  time  Dow  Jones  adjusted  for 
a  Procter  &  Gamble  split  in  1950,  the 
divisor  had  fallen  to  8.92.  Today  it  is  a 
mere  1.132.  Since  IBM  is  a  Dow  stock, 
this  means  that  every  time  its  share 
price  goes  up  by  $1.13,  the  Dow  rises 
by  one  point. 

The  small  divisor  also  means  that  a 
1 -point  upward  move  in  each  of  the  30 
Dow  stocks  will  send  the  average  up 
by  over  26  points,  enough  to  make 
television  newscasts.  On  today's  Dow 
that  amounts  to  only  a  2.2%  gain, 
equivalent  to  a  $1  move  on  a  $45 
stock.  But  the  psychology  here  is 
what  counts.  A  26-point  move  sounds 
impressive;  a  $1  move  doesn't. 

Stock  splits,  however,  do  much 
more  than  magnify  the  point  swings 
of  the  Dow.  They  also  alter  the  im- 
pact of  individual  stocks  such  as  IBM. 
As  the  table  (left)  shows,  IBM  now 
accounts  for  9%  of  the  Dow.  But  if  its 
shares  split  2-for-l,  as  some  analysts 
predict,  that  impact  would  be  reduced 
by  about  50%. 

Among  the  30  Dow  stocks,  low- 
priced  issues  have  considerably  less 
impact.  The  breakup  of  AT&T,  for 
example,  replaced  a  stock  that  was 
trading  in  the  mid-60s  with  one  that 
trades  in  the  high  teens.  On  a  market 
capitalization  basis  AT&T  ranks  fifth 
among  Dow  companies.  But  at  its  cur- 
rent price  it  ranks  27th  in  impact  on 
the  Dow  and  constitutes  only  1.4%  of 
the  average.  High-priced  Merck,  by 
contrast,  accounts  for  more  than  6% 
of  the  Dow  but  is  ranked  only  14th  in 
terms  of  market  capital. 

These  subtle  distinctions  aren't 
treated  lightly.  Charles  Stabler,  the 
Wall  Street  Journal  editor  who  monitors 
the  Dow,  explains  that  for  years  Dow 
Jones  wanted  to  include  IBM  in  the 
average  because  of  its  size  and  impor- 
tance. But  in  the  early  Seventies,  when 
IBM  was  selling  for  over  $400,  it  would 
have  dominated  the  Dow.  Not  until 
1979,  after  several  splits,  was  IBM  se- 
lected to  replace  Chrysler. 

That  raises  another  interesting 
point.  Suppose  Chrysler  had  stayed  in 
the  Dow.  Since  it  was  bounced,  it  has 
gone  from  9  to  30.  Wouldn't  that 
233%  gain  put  the  average  several 
notches  higher  than  it  now  is? 

Hardly.  Remember  that  the  Dow 
is  a  price-weighted  average.  While 
cheap-stock  Chrysler  was  moving  up 
$21,  IBM  majestically  advanced  from 
$73  to  $122.  Sure,  that's  only  a  67% 
increase,  but  it  pulled  the  Dow  up  lots 
more  than  Chrysler's  surge.  ■ 
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High-Berformame 
insurance  services 

fnr  serious 
competitors,,. 


Players  in  today's  high-stakes 
business  arena  know  that 
one  unprotected  move  could 
bring  disaster.  That's  why 
serious  competitors  come  to 
Frank  B.  Hall,  the  high-perfor- 
mance insurance  services 
firm.  We're  tough  and  thor- 
oughly professional. 

Frank  B.  Hall.  For  all  forms 
of  business  protection.  Insur- 
ance placement.  Reinsurance. 
E  &  S  lines.  Employee  benefits 
consulting.  Claims  manage- 
ment. Environmental  risk 
management.  And  our  special- 
ized products  for  virtually 
every  major  industry  are 
strictly  21st  century. 

1985  is  here.  The  pressure 
is  on.  Values  are  soaring  and 
the  competition  is  stiff  all 
around  you.  But  there's  an  in- 
surance services  company 
built  to  stick  with  you  through 
the  fiercest  of  times.  It's  Frank 
B.  Hall.  Because  we've  got 
tough,  thoroughly  professional 
protection— to  make  you  the 
winner  in  your  highly  competi- 
tive marketplace. 


FRANK    B. 


o. 

\ffijafr\ 

Wefivtection  tu 
Connection™ 

Easy  come.  Easy  go. 

That's  the  travel  philosophy  of  today's  global  executive. 
A  stratospheric  decision -maker  who  literally  goes  to  any 
lengths  to  complete  a  multinational  merger. 

Or  sign  a  multimillion-dollar  contract. 

Playing  for  high  stakes  between  time  zones  requires  highly 
accurate  and  timely  information. 

That's  why  Business  Week  has  more  bureaus  around  the 
world  than  any  other  business  magazine. 

Providing  facts,  insights,  and  oudooks  on  International 

ney  Management.  Banking.  Technology.  And  more. 

rhe  effect  of  this  environment  on  corporate,  product,  and 
0€t  messages  is  very  pleasing  to  our  advertisers. 
;  Our  readers  may  fly  between  continents  at  supersonic 


Sy  take  their  time  with  Business  Week. 

BusinessWeek 

l*B  VOICE  OF  AUTHORITY 


By  Ben  Weberman 


Capital  Markets 


Utility  bonds  used  to  be  considered  inher- 
ently safe.  Now  the  market  seems  to  think 
they  re  inherently  risky.  An  opportunity? 

THE  NEW 
JUNK  BONDS 


below,  with  construction  programs 
that  will  be  finished  within  the  next 
couple  of  years.  As  their  capital  out- 
lays draw  to  an  end,  the  flow  of 
internal  cash  will  grow  tremen- 
dously. All  utilities  have  a  big  cash 
flow,  and  if  the  money  is  not  needed 
for  new  plants,  it  will  be  used  to 
strengthen  the  capital  base.  That 
means  the  quality  ratings  will  be 
upgraded. 

Oddly  enough,  many  of  the  utili- 
ties that  best  fit  the  criteria  above 
are  the  ones  that  a  few  years  ago 
were  in  the  deepest  financial  trou- 
ble. Because  they  were,  they 
couldn't  afford  multibillion-dollar 
nuclear  plants  or  other  grandiose 
schemes  to  expand  capacity.  So 
when  Americans  fooled  the  fore- 
casters and  cut  back  sharply  on  en- 
ergy use,  these  utilities  were  not  left 
overbuilt  and  heavily  in  debt. 

As  for  the  utilities  that  did  go  for 
grandiose  schemes  and  are  now 
making  the  headlines,  their  high- 
yielding  issues  have  become  the 
new  junk  bonds.  For  many,  there 
may  be  nowhere  to  go  now  but  up. 
Few — perhaps  none — will  be 
pushed  into  bankruptcy.  Even  the 
toughest  regulator  is  rational  in 
the  end;  who  will  drive  a  utility  to 
the  wall?  In  fact,  regulators  in  such 
disparate  states  as  Arizona,  Cali- 
fornia, Indiana,  Kansas,  New  York, 
North  Carolina  and  Texas  have 
been  sympathetic  to  the  idea  of 
allowing  rates  that  will  recoup 
those  huge  writeoffs,  albeit  over  an 
extended  period. 

What  about  another  WPPSS  disas- 
ter? The  WPPSS  default  came  about 
when  local  utilities  abrogated  their 
contracts  to  buy  power.  When  that 
happened,  WPPSS — unlike  a  private 
operating  utility — had  no  regulatory 
agency  from  which  to  beg  rate  relief. 
(Remember,  too,  that  WPPSS  Pro 
jects  1,  2  and  3  are  not  dead,  and 
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The  day  is  long  gone  when  any  and 
all  electric  utility  issues  were  for 
widows  and  orphans  only — dull  but 
eminently  safe.  Today  utility  debt 
ranges  from  highest  grade  to  highly 
speculative.  But  to  some  extent,  all 
utilities  have  been  scarred  by  the 
headlines  about  abandoned  nuclear 
plants  and  billion-dollar  writeoffs. 
For  the  alert  investor,  that  could 
mean  some  interesting  opportuni- 
ties, if  you  choose  carefully. 

The  fact  is,  most  utilities  have  a 
chance  of  improving  their  debt 
quality  ratings  in  the  next  several 
years.  Eunice  Reich,  vice  president 
of  fixed-income  research  at  Merrill 
Lynch  Capital  Markets,  says  not  to 
be  turned  off  by  fears  of  a  nuclear 
financial  fiasco.  "The  levels  at 
which  some  of  these  companies' 
bonds  trade  would  make  one  think 
that  the  entire  industry  is  exper- 
iencing such  problems,"  she  ex- 
plains. "We  think  there  are  some 
pretty  good  bond  values  available  in 
the  marketplace  for  certain  types  of 
investors." 

Where  do  you  look  for  value? 
Avoid  the  best  quality,  those  rated 
Aaa  and  Aa.  There's  nothing  wrong 
with  them,  but  you  can  get  almost 
the  same  yield  from  a  long-term 
U.S.  Treasury  bond,  with  a  lot  bet- 
ter call  protection. 

Instead,  look  for  utilities  a  step 

Ben  Weberman  is  economics  editor  of 
Forbes  magazine. 


although  they  face  legal  tangles,  the 
long-term  bonds,  typically  priced  to 
yield  between  14%  and  15%  tax- 
free,  can  offer  amazingly  generous 
speculation.) 

It's  different  when  there  are  regu- 
lators involved.  Take  Long  Island 
Lighting  and  its  troubled  Shoreham 
plant.  The  New  York  Public  Service 
Commission  has  already  granted 
some  rate  relief,  and  the  Atomic 
Safety  &  Licensing  Board  of  the  Nu- 
clear Regulatory  Commission — 
against  the  opposition  of  local  an- 
tinuclear  politicians — has  recom- 
mended giving  permission  to  begin 
loading  nuclear  fuel  into  completed 
Shoreham  facilities.  Result: 
Moody's  recently  upgraded  Lilco 
first-mortgage  debt  from  Bl  to  Ba3. 
Lilco  8'/8s  of  2003,  now  rated 
Ba3/BB-minus,  are  priced  to  yield 
16%.  That  is  still  380  basis  points 
more  than  a  long-term  Treasury, 
even  though  the  spread  against 
Treasurys  has  shrunk  by  145  basis 
points  since  these  encouraging  ges- 
tures by  the  regulators. 

Cincinnati  Gas  &  Electric  is  trou- 
bled because  of  its  association  with 
the  disastrous  Zimmer  nuclear  gen- 
erating unit.  Now,  after  $1.8  billion 
of  investment,  the  partners  in  Zim- 
mer are  converting  to  coal  as  the 
energy  source.  Big  writeoffs  are  a 
distinct  possibility.  But  an  invest- 
ment in  CG&E's  Baa2/BB-plus-rat- 
ed  9V8s  of  2008  would  yield  14.4% 
to  maturity,  a  spread-  of  220  basis 
points  over  Treasurys. 

One  of  the  most  speculative  utili- 
ties— and  thus  one  whose  bonds  car- 
ry a  very  high  return — is  Consumers 
Power  Co.  of  Jackson,  Mich.,  which 
deep-sixed  its  two  troubled  nuclear 
units  after  sinking  $4  billion  into 
them.  A  settlement  is  possible  with 
the  Michigan  Public  Service  Com- 
mission that  would  call  for  an  imme- 
diate writeoff  of  $1.5  billion  and  a 
long-term  writeoff  of  $2.5  billion. 
Even  if  this  happens,  Reich  believes 
interest  payments  would  continue 
on  all  debt.  She  mentions  the  87/ss  of 
2007  priced  to  yield  16.1%,  or  390 
basis  points  more  than  Treasurys. 
The  rating  is  Bl/BB. 

Don't  buy  these  bonds  for  retire- 
ment funds.  Use  only  that  part  of 
your  capital  that  you  can  afford  to 
lose  if  the  worst  is  realized.  But  if  the 
worst  is  already  over,  then  today's 
new  junk  bonds  could  be  an  interest- 
ing speculative  investment.  ■ 
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Money  runners  are  sounding  distinctly 
upbeat  about  falling  short-term  rates.  If 
the  fall  continues,  there  could  be . . . 

HIGH  TIMES  AHEAD 


MONEY  &  INVESTMENTS 


By  Susan  Lee 


Stamp,  stamp.  Not  exactly  the 
sound  of  another  stampede,  but  a 
noise  surely  suggesting  hooves 
ready  to  move.  The  spur:  signs  that 
short-term  interest  rates  are  finally 
on  their  way  down.  The  bulls  are  so 
encouraged,  in  fact,  that  they  don't 
seem  worried  about  how  quickly 
the  August  rally  was  cut  off.  "Just 
catching  its  breath,"  says  Robert 
Kemp  of  Loomis  Sayles.  Kemp 
doesn't  see  much  short-term  risk  of 
the  Dow  sticking  below  1200. 

What  could  go  wrong?  Well,  per- 
haps the  market  is  not  catching  its 
breath  but  has  dropped  out  of  the 
race.  Consider  Robert  Torray  of 
Torray  Clark,  who  thinks  that — ev- 
erything considered — the  Dow  is 
really  worth  only  about  900.  (As  for 
interest  rates,  Torray  says  that's 
"totally  unpredictable.") 

At  the  moment,  however,  opti- 
mism based  on  interest  rates  pre- 
vails. Forecasts  Bob  Hill  of  Favia, 
Hill  &  Associates,  "Short-term 
rates  will  come  down,  modestly,  for 
the  rest  of  the  year."  Hill  thinks 
that  the  awesome  strength  of  the 
dollar  has  prompted  the  Fed  to  ease. 

Other  money  runners,  however, 
feel  that  moderating  private  de- 
mand for  credit  is  bringing  relief.  At 
the  beginning  of  the  year,  demand 
was  bloated  by  the  brisk  business  in 
leveraged  buyouts  and  takeovers. 

Susan  Lee  is  a  senior  editor  of  Forbes 
magazine. 


But  now  demand  is  slackening  as 
the  economy  slows  and  corporate 
financial  officers  become  chary 
about  the  high  price  of  financing. 
"We  are  beginning  to  see  a  little  of 
that  easing  now,"  says  James  von 
Germeten  of  The  Boston  Co.  "Inter- 
est rates  should  go  down,  maybe  the 
Fed  will  loosen  and  then  the  stock 
market  will  kick  off." 

Times  like  these,  of  course,  are 
made  for  devoted  stock  pickers. 
And  this  group  sees  some  hot  items 
out  there.  Food  stocks,  for  instance. 

Bob  Hill  thinks  food  companies 
are  good  bets  for  takeover  action. 
It's  a  natural  move  for  companies  to 
consolidate  in  the  battle  over  shelf 
space  and  realize  synergy  from  their 
distribution  networks.  He  mentions 
General  Foods  and  Campbell — ru- 
mored merger  candidates — which 
he  feels  are  reasonably  priced  and 
have  good  new  products.  And  he 
predicts  continued  good  times  for 
Smucker's.  Its  jams  and  jellies  are 
finding  a  market  in  fast-food  restau- 
rants serving  breakfast.  According 
to  Hill,  Smucker's  sales  have  been 
growing  10%  a  year,  while  industry 
growth  has  been  only  2%. 

Another  stock  picker,  Stanford 
Rothschild  Jr.  at  The  Rothschild 
Co.,  likes  regional  banks — those 
that  "stick  to  their  knitting"  and 
don't  fool  around  with  foreign 
loans.  He  mentions  Citizens  Fidel- 
ity in  Louisville,  AmSouth  in  Ala- 
bama and  Sovran  in  Virginia. 

Rothschild  also  likes  the  enter- 
tainment business:  MCA,  Telepic- 
tures  and  Lorimar.  Ditto  for  com- 
munications: from  Cox  Communi- 
cations to  the  small  regional 
broadcaster,  United  Television. 

Bill  Petersen  of  Marine  Midland 
doesn't  want  to  make  a  major  bet  on 
the  market.  Instead  he's  focusing  on 
companies  he  thinks  will  have  good 
earnings  regardless  of  the  near-term 


economic  situation. 

Accordingly,  Petersen  favors  hos- 
pital management  firms — National 
Medical  Enterprises — and  some 
money  center  banks — Citicorp, 
Chemical  and  First  Chicago.  They 
all  have  had  some  bad  press  and  are 
looking  pretty  cheap  now.  He  also 
likes  Oxy  Pete,  which  doesn't  have 
such  good  earnings  at  the  moment 
but  does  have  good  dividend  yield, 
good  cash  flow  and  lots  of  assets. 

The  optimists  are  generally  up  for 
consumer  products  companies  but 
down  on  basic  industry  and  energy. 
Kemp,  for  one,  likes  such  retail 
stocks  as  Wal-Mart  and  Toys  "R" 
Us,  along  with  Dayton-Hudson  and 
Associated  Dry  Goods.  He's  also 
hot  for  Lockheed,  Northrop  and 
Martin  Marietta — companies  he 
thinks  will  continue  to  benefit  from 
strong  defense  spending. 

Pessimist  Torray,  who  has  been 
negative  on  the  market  for  the  past 
18  months,  likes  industries  that 
have  been  operating  below  par: 
steel,  mining,  oil  services  and  sav- 
ings and  loans.  "We  generally  do 
things  pretty  much  the  reverse  of 
what  everybody  else  does.  But,"  he 
amends,  "I  don't  like  to  be  tagged  a 
contrarian  because  it  makes  people 
think  you  are  a  crackpot." 

As  for  the  presidential  election, 
the  market  probably  can't  antici- 
pate any  help  there.  Most  money- 
movers  discounted  a  Reagan  victory 
months  ago.  Except,  possibly,  Tor- 
ray— a  contrarian  (noncrackpot  va- 
riety) to  the  core — who  says,  "The 
popular  notion  is  that  Reagan  will 
win,  which  may  make  it  possible 
that  he'll  lose." 

Opinion  divides,  however,  about 
what  would  happen  after  the  elec- 
tion, should  Reagan  lose.  Some 
moneymovers  argue  that  the  econo- 
my will  not  react  dramatically  to  a 
Mondale  victory.  Says  Kemp,  "One 
new  person  isn't  going  to  change  a 
$3  trillion  economy."  And  there  are 
those  who  find  Mondale's  deficit- 
fighting  budget  bad  news:  No  way 
the  economy  can  sustain  real 
growth  under  an  $85  billion  tax  in- 
crease. "It's  scary,"  says  Petersen. 

Meanwhile,  if  short  rates  contin- 
ue trending  down,  expect  those  in- 
terest-rate-sensitive managers  to 
stomp  the  market  up.  Maybe  not  to 
new  highs,  but  at  least  we  could  see 
the  last  of  the  low  side  for  a 
while.  ■ 
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Let  Value  Line  Help  Vbu  Identify 

TIMELY  STOCKS  TO  BUY 


II 


Plus  400  stocks  that  should  be  avoided  for  now. 


To  make  your  portfolio  perform  well,  it's 
important  to  be  able  to  identify  the  most 
timely  stock  selections  and  to  be  able  to 
weed  out  any  "misfits."  You  should  also  be 
immediately  aware  of  significant  changes  in 
any  of  your  stocks.  That's  why  The  Value 
Line  Investment  Survey  every  week  of  the 
year  ranks  1700  stocks— each  relative  to  all 
the  others— for  Probable  Market  Perform- 
ance in  the  next  12  Months,  as  follows  (the 
Value  Line  rank  is  determined  mainly  by  one 
stock's  earnings  yield  and  growth  features 
relative  to  all  1700  stocks): 

100  stocks  are  ranked  1  (Highest) 

300  stocks  are  ranked  2 
(Above  Average) 

900  stocks  are  ranked  3  (Average) 

300  stocks  are  ranked  4 
(Below  Average) 

100  stocks  are  ranked  5  (Lowest) 
Note:  Not  every  stock  will  always  perform  in 
accordance  with  its  rank.  But  it  is  a  fact  that 
favorably  ranked  stocks,  as  a  group,  have 
outperformed  poorly  ranked  stocks  with 
remarkable  consistency  since  the  ranking 
system  was  introduced  in  1965. 

While  past  performance  can  never 
guarantee  future  success,  this  record  of 
more  than  18  years  of  successful  dis- 
crimination strongly  suggests  that  you  can 
tilt  the  investment  probabilities  in  your  favor 
by  using  the  Value  Line  ranks. 

100  Top  Ranked  Stocks 

The  ranks  are  designed  to  measure  prob- 
abilities. We  expect  lower-ranked  stocks  to 
go  up  less  in  a  rising  market — or  down  more 
in  a  market  drop — than  higher-ranked 
stocks.  And  conversely  .  .  . 

We  expect  the  100  stocks  ranked  1 
for  Performance  to  go  UP  MORE  or 
DOWN  LESS,  on  average,  than  the 
1600  others  within  the  12  months 
directly  ahead. 

The  100  stocks  currently  ranked  1  (Highest)  for 
Probable  Performance  in  the  Next  1 2  Months 
(Value  Line  Aug.  3)  include  some  less  well 
known  names — the  sort  of  stocks  not  closely 
followed  by  most  sources  of  investment  infor- 
mation. Just  a  few  of  them  are  ECHLIN  INC., 
MANOR  CARE,  MOLEX  INC.,  PRIMARK 
CORP.,  and  SAFETY-KLEEN.  (This  may  show 
why  you  shouldn't  confuse  the  timeliness  of  a 
commitment  in  a  stock  with  the  size  or  fame  of  a 
company.) 

Want  to  weed  out  your  portfolio? 

We  suggest  you  avoid  the  400  stocks 
currently  ranked  4  or  5  by  Value  Line  for 
Next-12-Months  Performance.  If  you're 
bearish,  however,  these  stocks  may  be  good 
short  sales  or  candidates  for  option  writing. 

Updated  every  week 

Every  week— for  EACH  of  1700  stocks— The 
Value  Line  Investment  Survey  in  its  Sum- 
mary and  Index  presents  the  up-to-date  .  .  . 


a)  Rank  for  Probable  Relative  Price 
Performance  in  the  Next  12  Months- 
ranging  from  1  (Highest)  down  to  5  (Low- 
est). 

b)  Rank  for  Investment  Safety  (from  1  down 
to  5). 

c)  Estimated  Yield  in  the  Next  12  Months— 
(100  stocks  offer  yields  of  10.3%  to  30.4% 
—Value  Line  Aug.  3,  1984.) 

d)  Estimated  Appreciation  Potentiality  in  the 
Next  3  to  5  Years — showing  the  future  "tar- 
get" price  range  and  the  percentage  price 
change  indicated.  (100  stocks  are  in  the 
205%  to  615%  range— Value  Line  Aug.  3, 
1984) 

In  addition,  each  of  the  1700  stocks  is  the 
subject  of  a  comprehensive  new  full-page 
Rating  &  Report  at  least  once  every  three 
months— including  22  series  of  vital  financial 
and  operating  statistics  going  back  15  years 
and  estimated  3  to  5  years  into  the  future. 

Introductory  Offer 

If  no  member  of  your  household  has  had  a 
subscription  to  Value  Line  in  the  last  two 
years,  you  can  now  receive  the  complete 
Value  Line  Investment  Survey  for  the  next  10 
weeks  for  only  $37  (about  half  the  regular 
rate).  We  make  this  special  offer  because  we 
have  found  that  a  high  percentage  of  those 
who  try  Value  Line  for  a  short  period  stay 
with  it  on  a  long-term  basis.  The  increased 
circulation  enables  us  to  provide  this  service 
for  far  less  than  would  have  to  be  charged 
our  long-term  subscribers  were  their 
number  smaller.  Your  trial  will  include  all  of 
the  following: 

EVERY  WEEK  a  new  SUMMARY  & 
INDEX  section  (40  pages)  . . .  showing 
the  current  ratings  of  1700  stocks  for  future 
Price  Performance  and  Safety— together 
with  their  Estimated  Yields  and  the  latest 
earnings,  dividends  and  P/E  data. 

EVERY  WEEK  a  new  RATINGS  & 
REPORTS  section  (144  pages) . .  .with 


full-page  analyses  of  about  130  stocks.  Dur- 
ing the  course  of  every  13  weeks,  new  full- 
page  reports  like  this  are  issued  on  all  1700 
stocks. 

EVERY  WEEK  a  new  SELECTION  & 
OPINION  section  . .  .  with  a  detailed 
analysis  of  an  Especially  Recommended 
Stock— plus  a  wealth  of  investment  back- 
ground including  the  Value  Line  Composite 
Average  of  more  than  1700  stocks. 

PIUS  This  Bonus  ...  "A  Subscriber's 
Guide,"  a  booklet  which  explains  how  even 
inexperienced  investors  can  apply  thousands 
of  hours  of  professional  research  to  their  own 
portfolios  by  focusing  on  only  two  unequivocal 
ratings,  one  for  Timeliness  (Performance  in 
next  12  months),  the  other  for  Safety. 

Special  Bonus  Offer 

Subscribe  to  The  Value  Line  Investment 
Survey  for  a  full  one  year  term  and  receive 
as  an  additional  bonus  the  2000-page  In- 
vestors Reference  Service,  including  our 
latest  full-page  reports  on  all  stocks  curren- 
tly under  review— fully  indexed  for  your  im- 
mediate reference. 

Money-Back  Guarantee 

You  take  no  risk  accepting  this  special  offer. 
If  you  are  not  completely  satisfied  with  The 
Value  Line  Survey,  just  return  the  material 
you  have  received  within  30  days  for  a  full 
refund  of  your  fee. 

This  subscription  is  tax-deductible  if  utilized 
to  aid  in  the  management  of  your  invest- 
ments. 

To  accept  this  invitation,  simply  fill  in  and 
mail  the  attached  coupon  today  or 

S  Call  toll-free 

(24  hrs.a  day  7  days  a  week)  Operator  #13 

1-800-331-1750 

MasterCard,  American  Express  or  Visa. 


The  Value  Line  Investment  Survey  Department  316FO8 

Value  Line,  Inc.,  711  Third  Avenue,  New  York,  N.Y.  10017 

INTRODUCTORY  OFFER  □  My  payment  is  enclosed.  D  Please  charge  to: 

□  Begin  my  10-week  trial  subscription  for  $37  to        am„,:„0„  c„„   n  K.^,^r  narrt  n  wiea 
The   Value   Line  Survey  (limited   once  to   any    □  American  Exp.  Q  Master  Card  D  Visa 

household  every  two  years)  and  send  me  the"A    Expiration  Date 

Subscriber's  Guide"  booklet. 


ONE  YEAR  SUBSCRIPTION 

D  Begin  my  1-Year  (52  issues)  subscription  tor 
$365  and  send  me  the  two  bonuses  listed  above. 
There  are  no  restrictions  with  this  annual 
subscription. 

SPECIAL  EXTRA  BONUS 

R,°  tapi-TJ 

you  when  you  order  The  Value  r  ^  ■■■■•■ 
Line  Investment  Survey  for  one  |  "*""Si5"S| 
year. 

This   subscription   is  tax-deductible   and   non- 
assignable. (N.Y.  residents  add  sales  tax.) 
Allow  4  to  6  weeks  for  delivery. 
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The  Contrarian 


MONEY  &  INVESTMENTS 


Granted,  bonds  now  sport  some  of  the 
highest  yields  in  centuries.  But  there  are 
pitfalls,  and  equities  still  win  out. 

WHY  BUY  STOCKS? 


By  David  Dreman 


Are  bonds  significantly  more  attrac- 
tive today  than  equities?  To  this 
contrarian  at  least,  the  answer  is  no. 
True,  when  high  interest  rates  are 
compounded  for  long  periods,  the 
returns  are  astronomical.  For  exam- 
ple, a  10%  municipal  (with  coupons 
reinvested  at  the  same  rate)  will 
give  you  2.5  times  your  original  cap- 
ital in  10  years,  and  6.7  times  this 
amount  in  20  years.  However,  there 
are  some  important  caveats. 

First  of  all,  these  returns  are  not 
adjusted  for  inflation.  When  they 
are,  you  get  only  a  part  of  the  prom- 
ised pie,  sometimes  a  very  small 
slice.  If  prices  increase  again  at  the 
7%  rate  of  the  past  decade,  an  inves- 
tor's capital  in  real  terms  will  grow 
at  only  3%  annually.  Instead  of  see- 
ing his  investment  increase  nearly 
seven-fold  in  20  years,  his  purchas- 
ing power  will  less  than  double. 
Some  difference!  If  inflation  moves 
up  to  a  10%  rate,  the  investor  will 
have  only  his  original  purchasing 
power  two  decades  later. 

The  second  problem  the  long- 
term  bondholder  has  to  contend 
with  is  the  disintegration  of  his 
principal  if  interest  rates  rise.  Each 
inflationary  outburst  in  the  past 
two  decades  has  been  more  serious 
than  the  last  and  has  been  accompa- 

David  Dreman  is  managing  direct 
Dreman  &  Fmbiy,  Investment  Counsel, 
York,  and  author  of  The  New  Contrarian 
Investment  Strategy. 


nied  by  progressively  higher  inter- 
est rates  to  try  to  bring  it  under 
control.  Thus,  when  inflation  hit 
10%  through  part  of  1974-75,  the 
prime  rose  to  15%.  In  1981-82, 
when  inflation  briefly  nudged  14%, 
the  prime  rose  to  23%  and  long 
Treasurys  peaked  at  15'/2%.  As  a 
result,  long-term  Treasurys  crashed 
40%  to  50%,  municipals  as  much  as 
60%,  from  their  prices  of  only  a  few 
years  earlier.  Interest  rate  volatility 
in  recent  years  has  caused  larger 
declines  in  bonds  than  any  drop  in 
stocks  since  the  Thirties. 

There  is  little  question,  looking 
at  the  Fed's  actions  and  policy  state- 
ments, that  if  inflation  rekindles, 
interest  rates  will  soar  quickly.  If 
you  buy  long  bonds,  you  have  to  feel 
very  sure  that  inflation  will  stay 
near  or  below  current  levels. 

I  doubt  that  it  will.  With  an  ex- 
panding economy,  rising  employ- 
ment, higher  capital  utilization 
rates  and  higher  capital  spending, 
inflation  should  begin  to  increase.  If 
the  inflation  rate  should  quicken, 
some  major  losses  could  be  in  store 
for  bonds — the  longer  the  maturity, 
the  higher  the  loss.  A  3%  rise  in 
interest  rates,  as  a  worst-case  exam- 
ple, could  result  in  prices  dropping 
as  much  as  60%  on  30-year,  zero- 
coupon  bonds. 

What  about  stocks?  It's  generally 
recognized  that  inflation  hurts  the 
market  short  term,  but  it's  not 
widely  appreciated  that  stocks  have 
provided  a  good  defense  against  rap- 
id or  hyperinflation  over  longer 
time  periods.  After  the  hyperinfla- 
tion that  ravaged  the  German  Wei- 
mar Republic  was  finally  muzzled, 
stocks  held  all  their  previous  value, 
while  cash  and  bonds  were  in  over- 
supply  as  wall  coverings. 

On  a  relative  basis  the  stock  mar- 
ket continues  to  look  cheap.  The 
S&cP's  500,  as  a  proxy  for  the  mar- 


ket, is  trading  at  about  10  times  this 
year's  earnings  and  8  or  9  times  next 
year's.  The  P/E  of  both  S&P's  and 
the  Dow  has  averaged  15  to  16 
times  earnings  for  over  a  century. 

Moreover,  stock  fundamentals 
are  good  and  improving.  The  quality 
of  earnings  is  better  now  than  it  has 
been  in  years.  Too,  profit  margins, 
critical  in  gauging  companies'  abili- 
ties to  pass  on  escalating  costs,  are 
almost  the  same  as  in  the  halcyon 
days  of  the  Great  Bull  Market  of 
1949  to  1965. 

True  bull  markets,  I  have  noted 
before,  are  few  and  far  between.  All 
the  returns  in  equities  in  this  cen- 
tury were  made  in  just  two — the 
one  in  the  Twenties  and  the  far 
more  solid  postwar  market.  In  this 
latter  market,  stocks  rose  600%,  or 
at  a  20%  annual  clip. 

Finally,  compared  with  other 
markets,  equities  stand  up  well. 
Collectibles,  precious  metals,  com- 
modities and  bonds  have  cost  inves- 
tors and  speculators  dearly  in  the 
recent  past.  On  the  other  hand, 
stocks  have  displayed  a  first-rate 
performance  record  over  the  last 
five  years.  S&P's  has  increased 
17.3%  annually  over  this  time, 
compared  with  a  6.8%  return  for  the 
Salomon  Brothers  Bond  Index. 

If  you  accept  these  arguments, 
here  are  several  stocks  to  look  at. 

Burlington  Northern  (47)  is  a  major 
railroad  that  has  stakes  in  natural 
gas  through  El  Paso  and  large  oil  and 
gas  land  holdings.  Benefiting  from 
the  improving  economy,  earnings 
should  be  up  sharply  this  year  and 
again  in  1985.  The  stock  trades  at  a 
P/E  of  7  and  yields  2.1%. 

After  an  excellent  1983,  earnings 
for  Federated  Department  Stores  (51) 
will  be  down  modestly  this  year, 
primarily  because  of  price  competi- 
tion in  a  supermarket  subsidiary 
and  its  Main  Street  retailing  oper- 
ation, as  well  as  startup  costs  of  a 
new  chain.  Federated  trades  at  8 
times  earningsand  yields  4.6%. 

Travelers  (34)  has  weathered  the 
recent  insurance  cycle — which  ap- 
pears to  be  bottoming — with  more 
stable  income  than  in  the  past.  It 
trades  at  a  P/E  of  9  and  yields  5.6%. 

No,  don't  be  mesmerized  by  high 
coupons.  While  there  is  a  place  for 
bonds  in  almost  every  portfolio, 
don't  go  overboard.  Keep  your  eye 
on  the  risks  involved  and  the  attrac- 
tive alternatives  available.  ■ 
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A  PARTIAL  (BUT,  VE  HOPE,  PER5UA5IVE)  ARGUMENT 
IN  FAVOR  OF  OBTAINING  A  FULL  YEAR' J  5UB5CRIPTION 

TO  THE  NEV  YORKER. 


A  REPORTER  AT  LARGE  (PROBLEMS 
OF  OLD  AGE) 

Susan  Sbeehan 

"MIDAIR"  (FICTION) 

Frank  Conroy 

"DEAR  FREQUENT  TRAVELLER"  (HUMOR) 
Nora  Ephron 

THE  CURRENT  CINEMA 
Pauline  Kael 

"OFFERING"  (FICTION) 
Stanislaw  Lem 

"AT  NORTH  FARM"  (POEM) 
JohnAshbery 

PROFILES  (GOVERNOR  MARIO  CUOMO) 
Ken  Auletta 

"WE  ARE  STILL  MARRIED"  (HUMOR) 
Garrison  Keillor 

LETTER  FROM  EUROPE 
Jane  Kramer 

"TIMES"  (FICTION) 

Ann  Beattie 

"LITERAL  DREAM"  (POEM) 
Robert  Perm  Warren 

DANCING 

Arlene  Croce 

"THE  MAYOR  READS  THE  FUNNIES" 
(HUMOR) 

George  W.S.  Iron' 

JAZZ 

Whitney  Balliett 

"SLIPPAGE"  (FICTION) 

John  Updike 

ANNALS  OF  MEDICINE 

Berton  Roueche' 

OUR  REGIONAL  CORRESPONDENTS 
(TAP  DANCING  AND  JAI  ALAI) 

James  Stevenson 

"NONIE"  (FICTION) 

Harold  Brodkey 

THE  SPORTING  SCENE  (GOLF) 
Herbert  Warren  Wind 

U.S.  CHRONICLES  (TEXAS) 

Calvin  Trillin 

"THE  JAGUAR  SUN"  (FICTION) 
Italo  Calvino 

PROFILES  (KING  HUSSEIN) 

John  Newhouse 

"SAKRETE"  (FICTION) 

Donald  Barthelme 

REFLECTIONS 

(SOVIET-AMERICAN  RELATIONS) 
George  Kennan 

LETTER  FROM  THE  SPACE  CENTER 
Henry  S.  F.  Cooper 

A  REPORTER  AT  LARGE  (ETHANOL) 
Barry  Commoner 

OUR  FAR-FLUNG  CORRESPONDENTS 
(SENATOR  BILL  BRADLEY) 

John  McPhee 


THE  SPORTING  SCENE  (SAILING) 

"THE  NEW  THING"  (HUMOR) 

Tony  Gibbs 

Veronica  Geng 

"EDISTO"  (FICTION) 

"THE  DAYS  OF  THE  THUNDERBIRDS" 

Padgett  Powell 

(FICTION) 

ONWARD  AND  UPWARD  WITH 

Andrea  lee 

WALL  STREET  ("WALL  STREET  WEEK") 

A  REPORTER  AT  LARGE 

John  Brooks 

(THE  IVORY  COAST) 

"THE  HARE"  (POEM) 

VS.  Naipaul 

Derek  Walcott 

"AT  FUMICARO"  (FICTION) 

ANNALS  OF  SCHOLARSHIP 

Cynthia  Ozick 

(PSYCHOANALYSIS) 

THE  TALK  OF  THE  TOWN 

Janet  Malcom 

THE  THEATRE 

These  are  some  of  the  writers 

Brendan  Gill 

and  writings  that  have  appeared 

BOOKS 

VS.  Pritcloett 

in  The  New  Yorker  this  past  year. 
We  didn't  have  room  for 

PROFILES  (ISSEY  MIYAKE) 

everyone,  of  course,  or  for  any 

Kennedy  Fraser 

REFLECTIONS  (NUCLEAR  ARMS) 

examples  of  the  more  than  1,000 

Jonathan  Schell 

cartoons  you'll  find  in  The  New 

A  REPORTER  AT  LARGE  (BANNED  BOOKS) 

Yorker  in  the  course  of  a  year 

Frances  FitzGerald 

But  even  this  partial  list  makes 

REFLECTIONS  (WEAPONS  AND  HOPE) 

Freeman  Dyson 

the  point. 

So,  if  you  want  to  see  more  of 
what's  inside  The  New  Yorker, 

A  POLITICAL  JOURNAL 

Elizabeth  Drew 

"LOVE"  (FICTION) 

just  fill  out  the  coupon  below. 

William  Maxwell 

We'll  send  you  52  issues  of 

THE  SPORTING  SCENE  (BASEBALL) 

The  New  Yorker  for  the  basic 

Roger  Angell 

rate  of  $32 — that's  a  savings  of 

"THE  UNBEARABLE  LIGHTNESS  OF  BEING" 

$46  off  the  newsstand  price. 

(FICTION) 

Milan  Kundera 

That  should  fill  your  year  with 

A  REPORTER  AT  LARGE 

the  kinds  of  articles,  short  stories, 

(CALIFORNIA  RIVERS) 

humor  pieces,  poems,  and  reviews 

BillBarich 

that  fill  our  pages  every  week. 

<fA                     THE      A 
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25  West  43rd  Street,  New  York,  New  York  10036 

Send  me  52  issues  of  The  New  Yorker  for  just  S3  2. 

Name  (please  print) 

Address 

City                                                                    State                                                                     Zip 

_J  My  check  for  $                                     is  enclosed 

Please  charge  my    \ I  MasterCard   1 1  American  Express    \ — \Visa 

Card  number                                                                                                               Expiration  date 

Signature 

Additional  postage.  Canada  $12  per  year,  other  foreign  $20  per  year.  Please  remit  in  U.S.  funds. 

Stock  Trends 


Easier  money  means  lower  interest  rates, 
firmer  bond  prices,  a  stock  market  rally. 
So,  dont  just  sit  there — buy  equities. 

MY  FELLOW 
AMERICANS... 


MONEY  a  INVESTMENTS 


It's  not  that  I'm  unpatriotic,  but  I 
wish  to  George  Washington  that 
Decision  '84  would  be  made  tomor- 
row so  the  stock  market  could  get 
back  to  whatever  is  considered  nor- 
mal. I'm  as  bored  as  you  are,  reading 
about  and  listening  to  politico-eco- 
nomic think  pieces  on  such  subjects 
as  "The  Democrats,  the  Deficit  and 
the  Drachma"  and  "Profit  Theory 
and  Rightist  Monetary  Policy."  It's 
time  we  got  on  with  pursuing  our 
own  profitable  monetary  policy — 
namely,  finding  the  rightist  stocks 
that  should  go  up  and  avoiding  the 
laggards  and  losers. 

One  reason  the  stock  market  has 
traded  in  a  surprisingly  narrow  range 
on  even  more  surprisingly  low  vol- 
ume over  the  past  several  weeks  is 
that  there  has  been  little  real  news. 
Every  four  years  I'm  amazed  at  how 
smoothly  the  nation  runs  with  the 
leadership  out  on  the  stump.  Even 
the  world  seems  to  put  most  of  its 
crises  on  hold.  Hostile  governments 
know  that  to  start  something  in  the 
middle  of  a  U.S.  election  is  to  give  a 
powerful  advantage  to  the  "ins"  and 
that,  if  they  want  the  ins  out,  their 
best  strategy  is  to  talk  softly  and 
keep  a  low  profile.  This  quadrennial 
quiet  on  the  part  of  foreign  mischief- 
makers,  coupled  with  congressional 
calm,  has  provided  few  incentives 

Ann  C.  Broun  is  chief  executive  officer  of  the 
advisory  and  portfolio  management 
firm  ofA.C.  Brown  &  Associates. 


for  market  participants  to  make  any 
meaningful  moves. 

While  both  individual  and  insti- 
tutional investors  have  been  weari- 
ly and  warily  watching  the  election- 
eering, there  have  been  several  in- 
teresting economic  indicators  that 
have  gone  unheard  in  the  roar  of 
political  rhetoric — for  example,  the 
August  unemployment  rate  that 
was  unchanged  from  July's  7.4%. 
That  the  rate  didn't  rise  suggests 
there  is  still  strength  in  the  recov- 
ery. That  it  didn't  fall  helps  reduce 
inflationary  fears.  Then  there  are 
capital  expenditure  plans,  which 
continue  high,  indicating  that  busi- 
nessmen remain  optimistic  regard- 
ing the  duration  of  the  expansion, 
which  is  now  middle-aged  by  most 
measurements.  Finally,  the  latest 
surveys  of  consumer  confidence 
show  that  the  public  is  ready,  will- 
ing and  able  (if  its  credit  holds  up)  to 
continue  buying. 

One  of  the  few  bodies  that  seems 
to  be  listening  to  these  and  other 
signals  is  the  Federal  Reserve, 
whose  members  are  appointed  and 
are,  theoretically,  above  partisan 
politics.  Right  now,  regardless  of 
what  Chairman  Volcker  says,  the 
Fed  seems  to  be  engaged  in  a  tricky 
bit  of  fine-tuning  designed  to  deal 
with  the  increasing  strength  of  the 
dollar.  While  a  strong  dollar  helps 
keep  a  lid  on  inflation  here  at  home 
and  promotes  economic  recovery 
(and  political  stability)  in  other 
countries,  a  strong  dollar  also  hurts 
domestic  exports,  unbalances  trade 
and  makes  it  all  the  more  difficult 
for  foreign  borrowers  to  repay  their 
obligations  to  U.S.  lenders. 

With  most  indicators  pointing 
toward  control  of  inflation  in  Amer- 
ica and  with  the  economy  slowing 
down,  it  would  appear  that  the  Fed 
finally  is  relaxing  its  choke-hold  on 
the  money  supply — if  only  just  a  bit. 


Easier  money  means  lower  interest 
rates,  which  should  mean  firmer 
bond  prices,  which  should  mean  a 
stock  market  rally,  which  means: 
Don't  just  sit  there — buy  equities. 

In  the  Sept.  24  issue  I  mentioned 
several  stocks  with  rising  earnings 
that  could  give  investors  a  "double 
bang  for  their  investment  buck"  if 
the  stocks  resumed  selling  at  their 
recent  historical  multiples  and  if 
these  multiples  expanded  as  a  result 
of  the  realization  that  lower  infla- 
tion could  be  around  for  a  while. 
Among  those  to  add  to  the  list  is 
Conair  (18),  the  largest  manufactur- 
er of  hand-held  hair  dryers  and  simi- 
lar products,  and  the  company  be- 
hind Jheri  Redding  hair-care  prod- 
ucts. Late  in  1983  Conair  acquired 
Zotos  International,  a  salon  suppli- 
er, and  together  the  two  companies 
are  making  some  beautiful  profits. 
Currently,  Conair  is  estimated  to 
earn  $1.90  per  share  for  1984,  $2.40 
in  1985  and  25%  or  more  annually 
for  the  next  several  years.  At  today's 
price,  the  P/E  is  under  10 — too  low 
for  a  company  with  Conair's  pre- 
dicted high  earnings  growth  rate. 

Briggs  &  Stratton  (27)  makes  the 
engines  that  power  lawn  mowers, 
snowblowers,  small  generators  and 
other  machinery  found  around 
house  and  garden.  For  the  fiscal  year 
ending  next  June,  Briggs  &.  Stratton 
is  estimated  to  earn  around  $4  per 
share.  The  current  P/E  of  6  times 
fiscal  1985  earnings  hasn't  been  this 
low  in  a  couple  of  decades.  Add  in 
the  hefty  dividend,  and  a  total  re- 
turn of  50%  is  entirely  possible. 

And  then  there's  SmithKline  Beck- 
man  (56),  which  was  loved  by  ana- 
lysts at  $88  in  1980,  then  deserted 
when  the  company  ran  into  stiff 
competition  for  Tagamet,  its  suc- 
cessful anti-ulcer  drug  and  number 
one  profit  producer.  No  question, 
the  company  has  problems,  but 
probably  nothing  a  30-point  drop  in 
the  stock's  price  hasn't  discounted. 
For  1984  SmithKline  is  estimated  to 
earn  $6.30  to  $6.40  per  share,  with 
$7  possible  in  1985.  While  the  com- 
pany may  not  soon  recover  its 
recent  13  to  14  multiple,  11  to  12 
seems  reasonable — especially  in 
light  of  some  new  and  potentially 
big  products  hitting  the  market. 
SmithKline  could  sell  in  the  high 
70s,  low  80s  next  year.  Include  the 
5%  dividend,  and  you  have  a  chance 
at  a  40%  or  better  total  return.  ■ 
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FORBES,  OCTOBER  8,  1984 


Our  lakeland  paradise  awaits  you 


Your  own  vacation  land  on  the  fabulous  Lake  of  the  Ozarks 
in  Central  Missouri.  Right  in  the  heartland  of  America. 
Away  from  cities,  noise,  pollution  and  the  rat-race  of  the 
workaday  world.  We  call  it  Forbes  Lake  of  the  Ozarks  .  .  . 
about  12,800  acres  of  scenic  paradise.  Not  for  everybody, 
but  maybe  for  you. 

The  Ozarks  region,  which  dominates  most  of  southern 
Missouri,  has  long  been  lost  in  the  legends  of  the  Osage 
Indians.  Now  that  the  magnificent  Truman  Lake  has  been 
completed,  it's  merely  a  matter  of  time  before  the  beauty  of 
this  spectacular  recreational  area  attracts  vacationers  and 
settlers  from  every  corner  of  the  continent. 

If  yours  is  a  family  of  water-sports  lovers — swimming, 
boating,  fishing,  water-skiing — it's  hard  to  imagine  a  more 
perfect  setting  for  you.  Forbes  Lake  of  the  Ozarks  is  nestled 
at  the  headwaters  of  the  big  Lake.  Here  it  almost  kisses 
Truman  Lake  on  the  west,  then  winds  eastward  through 
stands  of  hickory  and  oak  for  over  90  miles  to  the  bustling 
hub  of  the  summer  resort  area  at  Bagnell  Dam. 

Forbes  Inc.,  publishers  of  Forbes  Magazine,  through  its 
subsidiary,  Sangre  de  Cristo  Ranches  Inc.,  is  offering  the 
opportunity  of  a  lifetime  for  you  to  acquire  one  or  more 
acres  of  our  choice  Missouri  lakeland  among  the  breathtak- 
ing "hills  'n'  hollers"  country  of  the  Lake  of  the  Ozarks. 

Forbes'  private  park  is  the  ideal  place  to  build  a  second 
home  .  .  .  that  special  place  where  you  may  now  or  one 
day  choose  to  retire.  Here  among  the  friendly,  down-home 


folks  who  have  made  Missouri  famous  for  its  hospitality. 
These  are  salt-of-the-earth  people  who  are  pleased  to 
welcome  good  neighbors  to  their  easygoing  way  of  life. 

There's  no  better  time  than  right  now  to  find  out  if 
Forbes  Lake  of  the  Ozarks  is  the  place  for  you.  All  our 
homesites,  including  lake  front  and  lake  view,  will  be  a 
minimum  size  of  one  acre — ranging  to  over  three  acres. 
Cash  prices  start  at  $6,000.*  One  or  more  acres  of  this 
incredibly  beautiful  lakeland  can  be  yours  for  the  modest 
payment  of  $60  per  month,  with  easy  credit  terms  avail- 
able. 

For  complete  information,  including  pictures,  maps  and 
full  details  on  our  liberal  money-back  and  exchange  privi- 
leges, please  fill  in  the  coupon  and  mail  to:  Forbes  Lake  of 
the  Ozarks,  Box  157,  Warsaw,  Missouri  65355. 

•Prices  subject  to  change  without  notice. 

Forbes  Lake  of  the  Ozarks 

Box  157,  Warsaw,  MO  65355 

Without  obligation,  please  send  me  more 
information  on  Forbes  Lake  of  the  Ozarks. 


PLEASE  PRINT 
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Preference: 

□  $6,000    □  $7,500    D  Higher 

Obtain  the  Property  Report  required  by  Federal  law  and  read  it  before  signing  anything  No  Federal  agency  has  nidged  the  merits  or  value,  if  any.  of  this  property.  Equal  Credit  and  Housing 
Opportunity  An  Offering  Statement  filed  with  Ihe  New  Jersey  Real  Estate  Commission  neither  approves  the  offering  nor  in  any  way  passes  upon  the  merits  and  value  of  the  property  Obtain  the 
New  Jersey  Public  Report  and  Brokers  Release  from  the  registered  New  Jersey  broker  and  read  before  signing  anything  NJACB100-1183MO  KANSAS  OFFEREES  SHOULD  OBTAIN  A 
KANSAS  PUBLIC  OFFERING  STATEMENT  FROM  THE  DEVELOPER  AND  READ  IT  BEFORE  SIGNING  ANYTHING.  THE  SECURITIES  COMMISSIONER  OF  KANSAS  NEITHER  RECOMMENDS 
THE  PURCHASE  OF  THE  PROPERTY  NOR  APPROVES  THE  MERITS  OF  THE  OFFERING.  Sangre  de  Cristo  Ranches  Agency.  Licensed  Real  Estate  Broker  in  Colorado.  Jack  Nerud  Agency, 
Oshkosh  Nebraska  691 54  Nebraska  Real  Estate  Broker  An  offering  statement  for  this  subdivision  has  been  filed  with  the  Iowa  Real  Estate  Commission  and  a  copy  of  such  offering  stati  nt  ii 
available  from  the  subdivider  upon  request  A  statement  and  offering  statement  has  been  filed  with  the  Secretary  of  Slate  of  the  Stale  of  New  York  The  filing  does  not  constitute  approval  of  Ihe 
sale  or  lease  or  offer  for  sale  or  lease  by  the  Secretary  of  State  or  that  the  Secretary  of  State  has  in  any  way  passed  upon  the  merits  of  such  offering  A  copy  of  the  offering  statement  is  available, 
upon  request  from  Sangre  de  Cristo  Ranches  Inc  NYA  83-351  OBTAIN  AN  OKLAHOMA  PUBLIC  OFFERING  STATEMENT  AND  READ  BEFORE  SIGNING  ANYTHING  NO  FEDERAL  OR 
STATE  AGENCY  RECOMMENDS  THE  PURCHASE  OF  THE  PROPERTY  OR  APPROVES  THE  MERITS  OF  THE  OFFERING.  Not  an  offer  or  solicitation  in  those  states  where  the  property  is  not 
registered.  AD83LR801  IL-84-106  MI-83-240.  OL-000362-A 


By  Kenneth  L.  Fisher 


Growth  Stocks 


Small  companies  should  address  small 
markets,  big  companies,  big  markets,  and 
rarely  should  the  two  meet. 

THE  LION  AND 
THE  MOUSE 


them  all,  that  made  the  biggest 
splash — and  in  the  process  covered 
lots  of  little  guys  with  mud.  Compa- 
nies that  were  considered  healthy 
microcomputer  prospects  only  last 
year — Fortune  Systems,  Osborne, 
Vector  Graphic,  Victor  Technol- 
ogies and  a  host  of  other  look- 
alikes — now  look  sick  or  crippled. 

There  are  more  casualties  to 
come.  Why?  Small  outfits  like 
Apollo  Computer  and  Compaq  have 
a  long  fight  ahead  against  IBM.  And 
the  giant  also-rans  like  DEC,  H-P 
and  Texas  Instruments  show  no 
signs  of  fatigue.  As  the  market  ma- 
tures, rest  assured  that  those  cham- 
pion nonpioneers,  the  Japanese,  will 
show  up. 

Huge  companies  rarely  address 
small  markets,  and  do  poorly  when 
they  do,  because  they  can't  afford  to 
waste  their  best  brains  on  them. 
Will  a  big  outfit  send  its  stars  into  a 
small  market  where,  at  best,  they 
might  get  a  30%  market  share?  No 
way!  Can  they  justify  price-warring 
their  way  into  markets  dominated 
by  entrepreneurs  who  are  close  to 
the  customer?  Can  a  lion  hunt  for 
mice  the  way  a  cat  can?  Why  should 
it  bother  with  mice  at  all? 

Enter  the  smaller  company, 
which  can  put  its  top  people  on  the 
smaller  market  and  get  meaningful 
results — partly  because  it  runs  into 
few  large  competitors,  and  partly 
because  the  few  giants  it  encounters 
usually  do  poorly  and  lose  interest. 
My  last  column  (Sept.  10)  men- 
tioned floppy-disk  manufacturers, 
like  Verbatim,  Dysan  and  Xidex, 
which  carved  places  in  the  sun 
against  huge  competitors  (including 
IBM,  3M  and  the  Japanese).  Would 
IBM  really  assign  the  same  level  of 
talent  to  the  $300  million  floppy- 
disk  market  as  to  the  $6  billion  per- 
gonal computer  market?  If  you 
th  nk  so,  consider  selling  your  IBM 


MONEY  &  INVESTMENTS 


"You  make  the  most  money  with 
the  least  risk  in  small,  well-man- 
aged companies  aimed  at  big,  fast- 
growing  markets."  Right?  Wrong. 
Long-term  risk/reward  is  maxi- 
mized by  investing  in  companies 
aimed  at  markets  appropriate  to 
their  size.  Small  companies  should 
.iddress  small  markets.  Big  compa- 
nies should  address  big  markets. 
Rarely  should  the  two  meet. 

I  began  to  get  a  feel  for  size  seg- 
mentation, an  important  and  often 
misunderstood  marketing  issue, 
some  time  ago.  I  was  probably  the 
only  kid  on  the  block  eager  for  bed. 
My  old  man  told  great  bedtime  sto- 
ries. My  favorite  was  the  lion  and 
the  mouse.  Remember?  The  lion 
gets  caught  in  a  trapper's  snare.  At 
first  he  wants  to  eat  the  bait  that 
had  lured  him,  the  mouse.  But  slow- 
ly, persistently,  the  mouse  chews 
through  the  trap  to  set  the  big  guy 
free.  They  become  fast  friends.  Ev- 
erybody has  his  place  in  life. 

Thus,  it's  no  surprise  that  when 
th  huge  microcomputer  market  de- 
veloped, the  likes  of  Texas  Instru- 
ments, Hewlett-Packard  and  Digital 
Equipment  jumped  in.  As  $4  billion 
giants,  they  need  $400  million  of 
growth  to  increase  their  size  by 
10%.  But  it  was  IBM,  the  giant  of 
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stock.  The  whole  floppy  market  is 
microscopic  compared  with  IBM's 
$65  billion  of  annual  sales. 

The  same  is  true  of  the  dreaded 
Japanese,  who  do  great  in  big  mar- 
kets like  steel,  autos,  TVs  and  the 
like,  but  poorly  in  small  markets — 
particularly  where  there  is  a  lot  of 
sophistication  to  the  selling  process 
or  where  service  support  is  required. 
Consider  the  small  laser  market, 
which  is  made  up  of  a  number  or 
niches  based  on  different  technol- 
ogies. The  Japanese  have  coveted 
lasers  for  years  without  success. 
The  U.S.  is  a  major  and  growing  net 
exporter  of  lasers  to  Japan. 

I  ran  a  company  supplying  these 
markets.  I  loved  the  very  names  of 
the  products — Argon,  CO2,  diode, 
eximer,  HeNe  and,  my  favorite,  yt- 
trium aluminum  garnet  (YAG)  la- 
sers. The  only  things  missing  were 
Buck  Rogers  and  large  markets.  At 
first  the  markets  were  so  puny  that 
people  said  lasers  were  "solutions 
looking  for  problems  to  solve." 

Slowly  the  growing  markets  be- 
came dominated  by  a  few  indepen- 
dents like  Spectra-Physics,  Coher- 
ent and  Control  Laser.  The  few  big 
firms  in  the  business,  such  as  Ray- 
theon, have  not  done  well.  Recent- 
ly, giant  Allied  Corp.  made  a  big 
push  into  lasers,  but  Edward  Henne- 
sey's  troops  have  precious  little  to 
show  for  the  effort. 

So  remember  the  lion  and  the 
mouse.  Stick  to  companies  that  ad- 
dress growing  markets,  but  markets 
appropriate  to  their  size.  A  few  rea- 
sonably priced  candidates  include: 

Spectra-Pfjysics  (25)  dominates  la- 
sers. Last  year  it  shot  itself  in  the 
foot  with  foreign  currency  losses, 
and  is  still  hobbling  about.  The 
stock  is  down  from  the  high  30s,  but 
it  will  be  back. 

Ramtek  (o-t-c,  7)  is  a  $40  million-a- 
year  technical  leader  in  computer 
graphics  for  the  small  but  fast-grow- 
ing computer-automated  design  and 
engineering  markets.  It's  losing 
money  to  high  new-product-intro- 
duction costs,  but  not  for  long.  It 
sells  for  only  70%  of  book  value. 

Rogers  Corp.  (27)  is  150  years  old, 
but  evolved  from  a  testy  old  materi- 
als maker  into  the  leader  in  the 
emerging  field  of  flexible  electronic 
circuits.  That  market  is  too  small 
for  heavyweight  competition, 
which  makes  Rogers  seem  cheap  at 
70%  of  sales  and  a  P/E  of  13.  ■ 
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There's  a  fortune  to  be  made  by  anyone 
who  develops  something  even  the  U.S. 
pantry  now  lacks — a  healthy  munchie. 

WHAT  THE  WORLD 
HUNGERS  FOR 


MONEY  &  INVESTMENTS 


By  Srully  Blotnick 


Cardiologists  attribute  the  steady 
decline  in  the  rate  at  which  Ameri- 
cans suffer  heart  attacks — a  30% 
drop  over  the  last  two  decades — to 
several  factors.  People  eat  less  fat, 
especially  saturated  fat.  They  exer- 
cise more.  And  they  watch  their 
weight  and  blood  pressure — two  po- 
tent contributors  to  the  progress  of 
heart  disease. 

The  eating  habits  of  the  investors 
in  my  sample,  however,  show  re- 
vealing and  self-defeating  lapses  in 
this  otherwise  hopeful  pattern  of 
greater  health  consciousness.  A 
good  example  is  provided  by  a  41- 
year-old  marketing  manager  whom 
we  will  call  Doug. 

Although  his  position  at  a  major 
multinational  company  is  a  de- 
manding one,  Doug  manages  to  jog 
two  to  three  miles  four  times  a 
week.  But  what  does  he  do  after  he 
finishes?  He  wolfs  down  a  dozen 
chocolate  chip  cookies  or  a  half- 
pound  of  brownies. 

"It's  my  reward  for  putting  in  my 
time,"  he  explained,  even  before  I 
could  ask  why  he  does  it.  Doug  used 
to  eat  lots  of  cake  and  cookies  be- 
fore he  started  jogging  six  years  ago, 
but,  significantly,  he  never  felt  good 
about  it.  "Now  I  do,"  he  said,  smil- 

Dr.  Srully  Blotnick  is  a  research  psychologist 
and  author  of  The  Corporate  Steeplechase: 
Predictable  Crises  in  a  Business  Career  and, 
just  published  by  McGraw-Hill,  Computers 
Made  (Ridiculously)  Easy. 


ing.  Doug  is  kidding  himself  about 
what's  going  on.  He  thinks  his  high- 
calorie  snacks  offset  little,  if  any,  of 
the  good  his  regular  workouts  do. 
"Maybe  they  knock  off  20%  of  the 
benefit,"  he  commented  casually, 
"but  I'm  still  way  ahead." 

Doug  kids  himself  about  regular 
meals  as  well.  He  tries  to  avoid  fat- 
laden  appetizers  and  main  courses, 
so  when  dessert  rolls  around  he  is 
convinced  that  he  has  earned  the 
right  to  a  high-fat  dessert,  at  least 
occasionally.  He  still  comes  out 
way  ahead,  he  says. 

According  to  my  research,  this 
kind  of  internal  bookkeeping  has 
become  widespread  recently.  Ex- 
ecutives and  investors  trying  to  stay 
fit  and  trim  currently  engage  in  a 
variety  of  mental  gymnastics  so  tax- 
ing and  complex  it  ought  to  be  an 
event  at  the  next  Olympics. 

Behind  the  humor  of  it  all, 
though,  sits  a  serious  point,  and  one 
hell  of  a  business  opportunity. 
McDonald's  and  Burger  King  be- 
came large  nationwide  chains  by 
capitalizing  on  the  trend  to  fast 
foods.  But  upscale  customers  gener- 
ally don't  patronize  such  places.  On 
the  contrary,  they  tell  me  outright 
that  they  have  a  great  deal  of  trouble 
finding  fast  food  that  is  healthy — 
low  in  fat  and  salt.  Many  of  them, 
therefore,  have  had  to  concoct  their 
own.  This  in  turn,  as  we  have  seen, 
leads  to  much  anxious  calorie-  and 
cholesterol-counting  on  the  run. 
And,  of  course,  knowing  they  are 
eating  less  harmful  meals  and,  as  a 
result,  are  entitled  to  reward  them- 
selves for  so  much  virtue,  they  tend 
to  binge  on  the  very  foods — pizza, 
hot  dogs,  hamburgers,  eggs,  cheese, 
cake  and  cookies — they  usually  try 
so  hard  to  avoid. 

In  many  ways  the  situation  re- 
sembles the  one  in  which  most 
smokers  who  have  switched  to  low- 


tar  and  low-nicotine  brands  now 
find  themselves.  They  aren't  getting 
enough  of  a  kick  from  each  puff 
they  inhale,  so  they  need  more  of 
them — and,  therefore,  ironically, 
their  daily  cigarette  consumption 
has  risen  significantly. 

Someone  could  grow  rich  as  a  re- 
sult of  all  this  anxiety  about  diet. 
But  it  won't  happen  without  under- 
standing what  the  current  trend 
really  means  and  where  it  is  head- 
ing. In  essence,  millions  of  relative- 
ly affluent  people  are  now  trying  to 
close  the  gap  between  their  main 
course  and  their  dessert.  Having 
sacrificed  joy  in  most  of  what  they 
eat  in  an  effort  to  live  longer,  they 
expect  their  last  course  to  make  up 
for  what  the  previous  ones  lack.  But 
being  strong-willed,  they  typically 
refuse  to  have  a  dessert  just  then.  A 
short  time  later,  though,  the  desire 
reasserts  itself — this  time  as  the  in- 
tense desire  for  a  snack.  In  short, 
much  of  America  is  walking  around 
daily  with  a  serious,  even  terminal, 
case  of  the  munchies. 

Anyone  who  finds  a  way  to  satisfy 
this  enormous  craving  is  going  to 
wind  up  extremely  wealthy  and  fa- 
mous. The  product — or,  more  like- 
ly, product  line — will  have  to  be 
nourishing  and  low  in  fat,  yet  look 
and  taste  at  least  as  good  as  cake, 
cookies,  candy,  ice  cream,  pretzels 
or  potato  chips. 

My  studies  indicate  that  it  won't 
be  granola  bars  or  Tofutti;  the  vast 
majority  of  people  I  surveyed  have 
tried  both  and  like  neither.  Nor  will 
the  new  product  contain  coconut 
oil,  the  most  lethal  vegetable  oil 
(worse  than  lard,  because  it's  high  in 
saturated  fat  and  cholesterol),  and 
one  that  is  unfortunately  finding  its 
way  into  a  growing  number  of  baked 
goods  and  "diet"  snacks. 

I'm  not  sure  what  form  this  ticket 
to  riches  will  take,  but  I  do  know 
that,  first,  price  will  not  be  an  object 
for  most  consumers;  second,  it'll  be 
something  that  busy  business  peo- 
ple can  put  in  their  pockets  or  atta- 
che cases  and  not  have  melt  on  a 
warm  day,  the  way  a  chocolate  bar 
does;  and,  third,  it  will  have  a  pro- 
found effect  on  the  personal  lives  of 
millions  of  Americans.  As  Doug  re- 
marked: "At  last  I'd  be  able  to  go  to 
a  library  or  bookstore  again.  Right 
now,  trying  to  keep  myself  from  an 
early  grave,  I  do  all  my  browsing  and 
reading  in  the  supermarket."  ■ 


FORBES,  OCTOBER  8,  1984 


269 


LBOAL  HOT1CE 

STATEMENT  OF  OWNERSHIP,  MANAGEMENT  AND  CIR- 
CULATION (Required  by  39  U.S.C,  3685). 

1A.  Title  of  publication:  FORBES. 

IB.  Publication  No.  156914. 

2.  Date  of  Filing:  Sept.  26,  1984. 

3.  Frequency  of  issue:  Biweekly,  except  weekly  during  two 
weeks  in  April  and  two  weeks  in  October. 

3A.  No.  :>f  Issues  Published  Annually:  28. 
3B.  Annual  Subscription  Price:  $39.00. 

4.  Location  of  Known  Office  of  Publication:  60  Fifth 
Avenue,  New  York.  N.Y.  10011. 

5.  Location  of  the  headquarters  or  general  business  offices 
of  the  publishers:  60  Fifth  Avenue,  New  York,  N.Y.  10011. 

6.  Names  and  complete  addresses  of  Publisher,  Editor, 
and  Managing  Editor.  Publisher:  James  J.  Dunn,  60  Fifth 
Avenue,  New  York,  N.Y.  10011.  Editor:  James  W.  Michaels, 
60  Fifth  Avenue,  New  York,  N.Y.  10011.  Managing  Editor: 
Sheldon  Zalaznick,  60  Fifth  Avenue,  New  York,  N.Y.  10011. 

7.  Owner:  Malcolm  S.  Forbes,  60  Fifth  Avenue,  New  York, 
N.Y.  10011.  Malcolm  S.  Forbes,  Jr.  60  Fifth  Avenue,  New 
York,  N.Y.  10011.  Christopher  Forbes,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 

8.  Known  bondholders,  mortgagees,  and  other  security 
holders  owning  or  holding  1  percent  or  more  of  total  amount 
of  bonds,  mortgages  or  other  securities:  None. 

9.  Not  Applicable. 

10.  Extent  and  Nature  of  Circulation: 

Average 


Observations 


No. 

Actual 

Copies 

No. 

Each 

Copies 

Issue 

of  Single 

During 

Issue 

Pre- 

Published 

ceding 

Nearest 

12 

to  Filing 

months 

Date 

A. 

Total  No.  Copies  Printed 

(Net  Press  Run) 

820,930 

818,589 

B 

Paid  Circulation 
1.  Sales  through  Dealers 
and  Carriers,  Street 
Vendors  and  Counter 

Sales 

34,623 

30.000 

2.  Mail  Subscriptions 

689,132 

691,341 

C. 

Total  Paid  Circulation 

(Sum  of  10B1  and  10B2) 

723,755 

721,341 

D 

Free  Distribution  by  Mail, 
Carrier  or  Other  Means, 
Samples,  Compli- 
mentary, and  Other 

Free  Copies 

54,753 

55,114 

E 

Total  Distribution 

(Sum  of  C  and  D) 

778.508 

776,455 

F 

Copies  Not  Distributed 
1    Office  Use,  Left  Over, 
Unaccounted,  Spoiled 

After  Printing 

2,469 

634 

2.   Returns  From  News 

Agents 

32,953 

41,500 

G 

Total  (Sum  of  E,  Fl  and  2) 

820,930 

818,589 

11.  1  certify  that  the  statements  made  by 

me  above  are 

correct  and  complete. 

LEONARD  H.  YABLON 

Executive  Vice  President 

ILi  M9IML8 

RLstoranle  Italians 

FORBES,  NEW  YORK  TIMES 
**"*  AND  GOURMET 

1460  SECOND  AVE.,  (76  &  77)  N.Y.C.  535-9310. 


I  predict  that  inflation  will  get  worse  and 
interest  rates  will  set  new  peaks  before  the 
current  wild  financial  party  is  over. 

EASY  ANSWERS 


By  Ashby  Bladen 


In  the  early  days  of  our  Republic  it 
was  the  custom  for  political  candi- 
dates who  boasted  that  they  were 
born  in  a  log  cabin  to  invigorate  the 
voters  on  their  way  to  the  polls  with 
a  keg  of  hard  cider.  In  these  more 
sophisticated  times  it  is  illegal  to  do 
that  on  Election  Day,  so  the  politi- 
cians ply  us  with  financial  booze 
year-round.  A  basic  theme  of  this 
column  has  been  that  by  now  our 
financial  liver  is  giving  out,  but  you 
won't  hear  much  about  that  in  this 
presidential  campaign. 

At  the  moment  the  only  obvious 
sign  that  something  is  going  wrong 
is  the  historically  high  level  of  in- 
terest rates.  Both  candidates  have  a 
superficial  diagnosis  and  a  plausible 
prescription  for  that,  but  since  they 
propose  to  treat  the  symptoms  rath- 
er than  the  disease,  they  are  likely 
to  do  more  harm  than  good.  We  are 
more  than  two  years  past  the  last 
point  at  which  a  complete  cure  was 
possible,  but  it  would  still  be  a  good 
idea  to  understand  what  is  really 
wrong  with  us. 

First,  let's  look  at  the  easy  an- 
swers. Candidate  Mondale  tells  us 
that  interest  rates  are  high  because 
of  the  federal  deficit  and  assures  us 
that  as  Chief  Physician  he  will  cou- 
rageously prescribe  a  tax  increase. 
However,  the  patients  are  already 

Ashby  Bladen  is  a  financial  consultant  and 
author  of  How  to  Cope  with  the  Develop- 
ing Financial  Crisis. 


showing  a  distaste  for  that  medicine 
and  are  unlikely  to  swallow  a  bigger 
dose  of  it.  Instead,  a  steadily  larger 
number  will  disappear  into  the  sub- 
terranean economy. 

Dr.  Reagan's  technicians  tell  us 
that  we  aren't  feeling  just  right  be- 
cause the  Fed  is  being  too  stingy 
with  the  booze.  If  we  would  just  go 
back  on  the  gold  standard,  we  could 
drink  a  lot  more  of  it  without  get- 
ting drunk.  Well,  the  gold  standard 
worked  in  the  years  before  World 
War  I  because  people  had  seen  gov- 
ernments sacrifice  every  other  goal, 
excepting  only  victory  in  war,  to 
maintain  the  gold  value  of  their  cur- 
rencies. But  today  people  know  that 
maintaining  the  real  value  of  mon- 
ey is  one  of  the  least  important  po- 
litical objectives  and  that,  when  a 
choice  has  to  be  made,  maintaining 
that  value  will  always  be  sacrificed 
to  the  immediate  goal  of  providing 
jobs.  You  can't  maintain  a  reputa- 
tion for  honesty  by  being  honest 
only  when  it's  convenient. 

The  facts,  as  I  see  them,  are  as 
follows.  First,  the  real  cause  of  infla- 
tion is  simply  excessive  borrowing 
and  spending.  It  doesn't  matter  in 
principle  who  is  doing  the  excessive 
borrowing  and  spending,  although 
in  practice  it  is  always  the  govern- 
ment that  buys  the  first  round. 
Then,  when  the  people  realize  that 
an  inflationary  party  is  warming  up, 
they  join  in  by  borrowing  to  buy  real 
things  as  inflation  hedges. 

Second,  financial  parties  were 
never  really  limited  by  any  me- 
chanical rules  or  arrangements — 
even  under  the  gold  standard.  The 
main  thing  that  used  to  keep  most 
people  from  drinking  too  much 
credit  booze  was  their  prudent  self- 
interest  in  staying  out  of  trouble. 

The  new  economics  of  the  Kenne- 
dy Administration  convinced  prac- 
tical people  that  the  risk  of  getting 
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into  financial  trouble — because  you 
lost  your  job  or  your  business  be- 
came unprofitable — had  been  re- 
duced, while  the  risk  of  inflation 
had  increased.  So  the  thing  to  do 
was  borrow  and  buy  inflation 
hedges  now  and  worry  about  paying 
your  debts  later.  The  American  peo- 
ple have  been  doing  exactly  that — 
and  with  increasing  enthusiasm — 
ever  since.  The  only  episodes  of  in- 
cipient sobriety  in  the  last  quarter- 
century  have  been  the  four  or  five 
credit  crunches,  when  the  Fed  did 
slow  down  on  pouring  the  booze. 

The  main  point  of  the  little  book  I 
wrote  shortly  before  the  last  presi- 
dential election  was  that  another 
credit  crunch  was  imminent,  and 
that  after  nearly  20  years  of  steady 
boozing,  we  had  reached  the  last 
chance  to  sober  up  before  perma- 
nent damage  was  done.  The  way  to 
do  that  was  for  the  Fed  to  put  away 
the  bottle  until  enough  bankrupt- 
cies and  troubles  had  happened  to 
scare  everybody  back  into  lasting 
prudence  with  respect  to  borrowing 
and  spending.  And  in  the  second 
edition  I  also  mentioned  that  many 
developing  countries  had  been 
drinking  even  more  heavily  than  we 
had,  so  that  they  were  heading  for  a 
disaster  no  matter  what  we  did.  Un- 
fortunately, the  Fed  eased  up  in  the 
summer  of  1982  in  the  hope  of 
avoiding  an  international  financial 
disaster.  That  hope  will  be  disap- 
pointed. Meanwhile,  the  party  in 
this  country  has  become  even 
wilder  than  before. 

I  predict  that  inflation  will  get 
worse  and  interest  rates  will  set 
new  peaks  before  the  party  is  over. 
Inflation  has  not  been  licked;  it  has 
been  overwhelmed  by  the  cheap  im- 
ports provided  by  the  overvalued 
dollar.  But  the  dollar  is  overvalued 
because  the  American  people  are 
now  borrowing  heavily  abroad  as 
well  as  at  home.  It  will  stay  overval- 
ued only  until  our  increasing  for- 
eign debts  damage  our  international 
creditworthiness.  When  that  hap- 
pens, inflation  and  interest  rates 
will  soar  once  again. 

If  this  forecast  is  wrong,  it  will  be 
because  the  worldwide  burden  of 
debts  has  already  become  unsup- 
portable  and  the  inevitable  defla- 
tionary hangover  is  already  upon  us. 
In  either  case,  you  will  sleep  better 
if  you  have  some  liquid  assets  and 
no  pressing  debts.  ■ 
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Scrapbook  of 
Thoughts  on 
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of  Life. 


Here  is  the  long-awaited  second 
volume  of  over  3,500  jewels  of 
wisdom  and  inspiration  from 
the  "Thoughts  on  the  Business 
of  Life"  pages  of  Forbes  maga- 
zine. If  you  have  cherished  the 
original  volume  as  a  constant 
friend,  you  will  certainly  want 
Volume  2.  In  matching  binding. 
Price  $14.95. 


SPECIAL  OFFER! 

Two  volume  set 

in  blue  cloth  slipcase. 

You  receive  the  original  volume  of 
500  pages  and  the  new  volume  of 
500  pages  in  matching  gold  and 
blue  binding  plus  a  slipcase  covered 
in  blue  cloth  for  only  $24.95 
(Regular  price  per  volume  $14.95). 


Forbes 

□ 


DEPT.  T.,  60  FIFTH  AVE .,  NEW  YORK,  NY  10011 


Send  me  Volume  2  of 
The  Forbes  Scrapbook 
of  Thoughts  on  the 
Business  of  Life.  My 
check  for  $14.95  is 
enclosed. 


□ 


Send  me  the  boxed  set 
of  both  volumes.  My 
check  for  the  special 
price  of  $24.95  is 
enclosed. 


SHIP  TO 


PLEASE  PRINT 


ADDRESS _ 


CITY 


.  STATE 


ZIP 


□  Send  me  the  original  first  volume  only.  My  check  for  $14.95  is  enclosed. 

All  prices  include  postage  and  handling  charges. 
Please  add  appropriate  sales  tax  on  New  York  State  orders  and  other  states  when 
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Trading  systems  that  fit  yesterday's  prices 
perfectly  will  not  necessarily  trade  to- 
day's markets  in  a  profitable  way. 

FOOL'S  GOLD 


By  Stanley  W.  Angrist 

^"| 

1 

~^v^ 

This  is  the  first  of  three  columns 
devoted  to  systems  and  computer- 
aided  trading.  This  one  will  concen- 
trate on  system  optimization.  The 
next  two  will  discuss  trading  sys- 
tems available  on  software. 

If  you  have  been  trading  commod- 
ities for  a  while,  your  name  is  al- 
most certainly  on  a  number  of  mail- 
ing lists.  Notable  in  the  deluge  that 
now  pours  from  your  mailbox  will 
be  offers  to  sell  you  commodity 
trading  systems  with  unbelievably 
successful  track  records — 90%  of  all 
trades  profitable! — all  promising  to 
make  you  richer  than  Croesus. 

If  you  are  suitably  skeptical,  and 
if  enough  information  is  provided, 
you  could  go  back  and  check  a  few 
trades.  If  you  do,  you're  likely  to 
find  that  they  could  have  been  done 
at  the  prices  shown.  You  might  then 
write  the  vendor  a  check  for  several 
hundred  dollars  (or  in  some  cases 
several  thousand  dollars)  and  look 
forward  to  early  retirement. 

The  system  arrives,  you  begin  to 
trade  and  hit  a  long  string  of  losses, 
with  only  an  occasional  winner. 
You  can't  believe  it.  How  could  this 
great  system  go  so  bad,  so  fast? 

Easy.  The  system  architects,  ei- 
ther unwittingly  or  otherwise,  de- 
signed an  algorithm  that  fits  histori- 
cal data  superbly.  They  achieved 

Stanley  W  Angrist  is  a  commodity  specula- 
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this  fit  by  "optimizing"  the  system 
to  one  or  more  years  of  data  and  in 
so  doing  produced  the  outstanding 
track  record  for  the  same  time  peri- 
od. Hence  the  great  performance 
presented  in  the  brochure  that 
sucked  you  in. 

So  what's  wrong  with  optimiz- 
ing? Only  this:  Just  because  a  sys- 
tem fits  past  data  beautifully  is  no 
reason  to  believe  that  the  system 
will  work  well  in  real  trading.  The 
past  is  not  necessarily  prologue. 
There  is  a  lot  of  randomness  in  all 
market  prices. 

Some  designers  and  traders  be- 
lieve that  technicians  have  nothing 
else  to  go  on  but  the  past  and  if  they 
fit  a  system  to  last  year's  data  then 
it  will  surely  do  well  this  year.  I 
don't  share  that  view. 

Jack  Schwager,  director  of  futures 
research  at  Paine  Webber  and  au- 
thor of  a  first-rate  book  on  futures 
trading  (Forbes,  Sept.  10),  conducted 
an  elaborate  series  of  tests  on  10 
different  commodities,  using  18  dif- 
ferent parameter  sets.*  If  one  finds 
the  parameter  set  that  produces  the 
largest  profits  over  the  preceding 
five  or  six  years  of  data,  then  that 
set  is  deemed  likely  to  produce  the 
biggest  profits  in  the  future.  From 
that  study  Schwager  drew  several 
conclusions  that  should  sadden  all 
systems'  peddlers:  1)  There  is  no 
strong  reason  to  believe  the  best- 
performing  parameter  sets  of  the 
past  will  remain  among  the  best- 
performing  sets  of  the  future;  2)  op- 
timized results  that  incorporate 
hindsight  should  not  be  used  to 
judge  system  performance;  3)  so- 
phisticated optimization  proce- 
dures are  probably  a  waste  of  time; 
4)  optimization-based  selection  of 
parameter  sets  for  trading  may  lead 
to  improved  results  for  some  sys- 
tems, but  the  potential  value  of  op- 
timization is  probably  overrated. 


Does  this  mean  that  the  past  is  of 
no  use  to  system  designers?  On  the 
contrary,  the  use  of  a  blind  simula- 
tion approach  is  both  valid  and  use- 
ful in  evaluating  system  perfor- 
mance. This  is  done  by  using  data 
that  exclude  part  of  the  past,  such  as 
the  most  recent  two  or  three  years, 
to  optimize  the  trading  system.  For 
example,  one  might  optimize  a  sys- 
tem using  data  from  1975  through 
1978,  then  use  those  results  to  sim- 
ulate trading  the  market  using  data 
for  1979  and  1980.  If  the  results  for 
1979  and  1980  look  good,  then  reop- 
timize  the  parameter  set  and  simu- 
late trading  the  system  for  1975 
through  1980.  If  the  results  of  this 
new  test  are  still  favorable,  take  the 
newly  reoptimized  system  and  see 
how  well  it  trades  the  data  for  1981 
through  1983.  If  these  results  are 
positive,  then  you  might  consider 
trading  the  system  in  real  time. 
(Some  markets,  such  as  the  S&P's 
500,  Eurodollars  and  gasoline  do  not 
offer  enough  data  to  do  this  much 
testing.  In  such  cases,  judgments 
must  be  made  using  perhaps  only 
three  or  four  months  for  each  phase 
of  the  test.) 

The  important  thing,  though,  is 
to  see  how  the  optimized  system 
works  on  data  that  were  not  used  to 
design  the  system.  In  real  life, 
where  we  must  make  our  trades, 
one  does  not  know  which  parameter 
sets  are  best  until  after  the  trades 
are  completed.  Alas. 

An  interesting  trade  is  now  form- 
ing in  the  cattle  market.  It  involves 
a  bear  spread  that  can  be  put  on  in 
early  fall — buy  June/sell  December 
1984  cattle.  The  trade  is  normally 
lifted  in  early  November.  In  12  of 
the  last  16  years,  June  has  gained  on 
December  for  an  average  profit  of 
145  points.  The  average  loss  was  90 
points  in  the  four  years  when  the 
spread  failed.  I  would  try  to  put  the 
trade  on  with  June  at  no  more  than  a 
250-point  premium  to  December.  I 
would  look  for  a  150-point  profit 
($600),  risking  no  more  than  100 
points  ($400  per  spread)  from  my 
entry  point.  The  margin  and  round- 
turn  commission  are  $500  and  $80, 
respectively.  ■ 


*  A  parameter  set  is  a  group  of  variables— for 
one,  the  number  of  days  in  a  moving  aver- 
age— that  determine  how  a  system  will  enter 
and  exit  the  market. 
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REAL  ESTATE  FOR  SALE 

00  offices  ...  45  stales!  30.000  listings  on 
omputer.  16,000  under  $50,000!  Free 
rintouts  and  regional  catalogs! 

UNITED  FARM  AGENCY 

612-Y  W.  47th  Street 

Kansas  City,  MO  64112 

-800-821-2599;  in  MO  1-800-892-5785 

MISCELLANEOUS  FOR  SALE 

GENUINE  GEMSTONES  AND 
JEWELRY 

Free  wholesale  catalog 

Satisfaction  guaranteed1 

Member  Jewelers  Board  ol  Trade 

Chamber  ol  Commerce 

HOUSE  OF  ONYX 

No.  1  MAIN  ST 

GREENVILLE.  KENTUCKY  42345 

TOLL  FREE  SERVICE  1-800-626-8352 


FORBES  BINDERS 


SLIP  CASES 
OR  BINDERS 


In  red  and  gold 
leatherette. 

Slipcase:  $5.95; 
three  for  $17 

Binders:  $7.50; 
three  for  $21.75 

Send  check  with   your   name   and 

address  to: 

JESSE  JONES  BOX  CORP. 

Dept.  FB.  P.O  Box  5120 
Philadelphia,  PA  19141 


BILLINGS,  MONTANA 
COMMERCIAL  PROPERTY 

Productive  150  acre  farm  located  on  the 
intersection  of  a  projected  circum- 
ferential route  just  north  of  a  future 
Interstate  exit.  Priced  at  under  $7,000 
per  acre,  with  proven  gravel  reserves  of 
2.5-3.0  million  cubic  yards.  This 
property  is  adjacent  to  an  existing 
gravel  operation  and  lies  on  the  west- 
ward growth  path  of  Montana's  largest 
city,  on  a  major  intersection.  A  superb 
long-term  holding  with  excellent  inte- 
rim income -generating  potential. 

SHERIDAN,  WYOMING  RANCH 

On  the  flank  of  the  majestic  Big  Horn 
Mountains,  about  40  miles  north  of 
Sheridan.  Wyoming,  this  choice  2300 
acre  deeded  ranch  with  nearby  Forest 
allotment  adjoins  the  State  Elk  refuge. 
It  controls  its  own  valley  and  is  totally 
private.  Improvements  are  modest  but 
do  include  large  lakes,  2  houses  and 
adequate  outbuildings.  Exceptionally 
lush,  this  ranch  will  produce  up  to  400 
animal  units.  Priced  to  sell  at 
$1,200,000.  Contact  Exclusive  agent: 
Hall  &  Hall,  Inc.,  P.O.  Box  1924. 
Billings.  MT  59103  (406)  252-2155. 
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FORBES  MARKET/CLASSIFIED  is  published  in  the  first  issue 
of  each  month.  Advertising  closing  date  is  one  month  preceding 
date  of  issue. 

Frequency  discounts  available.  Payment  must  accompany 
order  unless  from  accredited  agency. 

FOR  ADDITIONAL  INFORMATION  WRITE  OR  CALL: 

LINDA  LOREN 
FORBES  MARKET/CLASSIFIED 

60  FIFTH  AVENUE/NEW  YORK,  NY  10011 
(212)  620-2440 
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Sfiampien  Mali,  £td 


BE  RECOGNIZED 

In  Boardrooms  and  Club- 
rooms;  By  having  vour  com- 
pany name  or  logo  on  a 
quality  product  from 
HAMPTON  HALL,  LTD. 

For  nearly  ten  years 
Hampton  Hall  has  been  a 
leading  supplier  of  tastefully 
designed  ties  and  other 
quality  items  to  Corporations 
and  clubs. 

Please  call  or  write  for  our 
brochure. 

HAMPTON  HALL,  LTD. 

220  Fifth  Avenue 

New  York,  N.Y.  10001 

Suite  903-04 

(212)  685-2440 

(Minimum  order 

150  pieces  per  item) 

Dept.  FB-10 
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TRAVEL 


"TAX  DEDUCTIONS" 

Non-profit  educational  institution  ap- 
proved by  the  Internal  Revenue  Service 
(Section  501(c)(3))  can  accept  your  "tax 
deduction  donation"  which  usually  is 
more  financially  rewarding  than  a  sale. 
Donations  in  the  past  have  included:  Air- 
crafts.  Yachts.  Antiques.  Properties. 
Motor-Homes.  Livestock.  Stocks  and 
many  others 

(Appraised  market  value  on  aircraft, 
antiques,  boats  and  yachts,  and  other  per- 
sonal property  items  are  usually  5  n>  IS 
per  cent  higher  in  the  Southern  California 
Areulhan  in  the  other  parts  of  the  U.S.A.). 
For  more  information  please  contact: 
San  Simeon  Museums,  Inc..  Non-profit 
202  Highway  #  I .  San  Simeon.  CA  93452 
California  Toll  Free:  (8001  592-5909 
All  other  suites  please  call  collect: 
1805)  927-3888 


Cruise  beautiful  French  canals 
on  hotelboat1  Superb  French 
cuisine.  Relax  on  sundeck  or 
cycle  alongside  while  floating 
through  Burgundy  Visit  pictur- 
esque villages  and  chateaus  In- 
dividuals or  charter  group  (max- 
imum-12).  Paris  pickup.  HORI- 
ZON, 215  N.  75th,  Belleville.  IL 
62223,  800-851-3448 Hemphill: 
Hams  Travel.  General  Sales  Agent 


EXECUTIVE  GIFTS 

==  Royal  London  Ltd.  =j 

Exclusive  Fine  Men's  Gifts  Sold 
in  better  gift  shops. 
Available  directly  to  quantity 
buyers  of  Executive  Gifts  at  reg- 
ular wholesale  cost. 
Phone  for  FREE  Catalog 
1-800-221-1290  or  212-683-7323 
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13,000  BUSINESSES 
FROM  COAST 
TO  COAST 
Brokerage  Commiss'or 
nqumes  S  listings  welcome 
BUSINESS  OWNERS 
MULTIPLE  LISTING  SERVICE 
ton  free  800  327  V630 
in  fia  ca"  305  462  2524 


EXECUTIVE  SERVICES 
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BDM  International 72 
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Goldman,  Sachs  &  Co 82 
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KN  Energy 14 
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Lockheed 262 
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Flashbacks 


"The  more  things  change. . . ." 
Items  from  past  issues  of  Forbes 

Sixty  years  ago  in  Forbes 

(From  the  issue  of  October  15,  1924) 

"Prepare  for  better  business.  Favor- 
able factors  outnumber  unfavorable 
factors  ten  to  one.  The  outlook,  in- 
deed, is  more  satisfactory  now  than  it 
has  been  at  any  time  since  the  war,  for 
the  business  expansion  confidently 
expected  promises  not  to  be  endan- 
gered by  the  inflation  which  saturated 
the  postwar  business  boom." 

"To  the  outsider,  it  would  appear  as  if 
there  were  room  for  both  streetcars  and 
motor  busses  in  most  cities.  Certainly 
it  would  seem  impracticable  to  do  away 
with  streetcar  lines,  for  it  is  not  serious- 
ly disputed  that  streetcars  can  handle 
large  crowds  of  passengers  more  expe- 
ditiously than  motor  busses,  seeing 
that  the  streetcar  can  accommodate 
almost  twice  as  many  people  as  the 
motor  bus  can  accommodate.  But  it  is 
equally  plain  to  the  outsider  that  motor 
busses  can  be  used  advantageously  in 
many  directions." 

"Twenty  years  ago  all  tractions  [street- 
car companies]  were  supposed  to  be 
good.  Bankers  and  investors  bought 
them  readily  because  they  were  'trac- 
tions,' as  all  tax-exempt  issues  are 
being  bought  today  just  because  they 
are  'tax-exempt.'  The  automobile 
came  in,  and  the  tractions  began  to  lose 
passenger  business.  High  operating 
costs  during  the  war  added  to  their 


A  White  Model  50  bus  used  a  feeder  by  the  Chicago,  North  Shore  &  Milwaukee  R.R. 


Investment  adviser  Roger  W.  Babson 


difficulties,  and  many  of  them  went 
into  receivership.  The  investing  public 
went  sour  on  them,  and  tractions  be- 
came so  unpopular  as  a  class  that  they 
were  considered  worthless.  .  .  . 

"Fortunes  will  be  made  in  tractions 
during  the  next  five  years  as  they  have 
been  lost  during  the  last  five  years." 

— Investment  adviser  Roger  Babson 

"Passenger  traffic  tabulations  of  the 
transatlantic  lines  for  the  first  eight 
months  of  1924  give  a  striking  picture 
of  the  effects  of  the  new  immigration 
law.  There  were  heavy  losses  in  both 
second-  and  third-class  westbound 
traffic  as  compared  with  the  same  peri- 
od last  year,  while  gains  are  recorded  in 
all  three  classes  of  eastbound  traffic." 


Fifty  years  ago 

(From  the  issue  of  October  15,  1934) 

"President    Franklin    Roosevelt    has 

spent  public  money  lavishly  to  win 
the  goodwill  of  farmers.  Organized  la- 
bor hails  him  as  its  champion;  under 
his  regime  the  American  Federation 
has  waxed  prosperous  and  powerful. 
Having  catered  to  farmers  and  union 
wage  earners,  two  numerous  groups, 
President  Roosevelt  should  logically 
turn  to  winning  the  confidence  and 
support  of  the  business  and  investing 
classes.  This  he  has  failed  to  do.  But 
unless  and  until  he  can  inspire  among 
them  faith  in  his  rulership,  the  New 
Deal  cannot  possibly  attain  its  maxi- 
mum objective." 

"Depression  joke: 

"I  felt  like  risking  a  little  money 
again  so  I  went  in  to  see  my  broker." 

"Did  you  margin  a  few  shares  of 
stock?" 

"No,  but  we  matched  pennies  for  a 
while." 

"Wide-awake  Detroit  merchants  have 
used  amazing  methods  to  cash  in  on 
the  local  frenzy  over  the  pennant- 
winning  Tigers.  There  was  nothing 


dignified  about  their  approach — but  it 
got  results  in  a  city  that  was  mad  over 
a  baseball  team.  J.L.  Hudson  (domi- 
nant department  store)  didn't  stop  at 
featuring  boys'  shirts  and  sweaters 
decorated  with  Tiger  emblems;  it 
staged  a  celebration  so  gigantic  that 
Woodward  Avenue  had  to  be  roped  off 
while  Mickey  Cochrane's  young 
daughter  christened  a  90x60-foot  Ti- 
ger banner  to  the  crash  of  bursting 
bombs." 


Twenty-five  years  ago 

(From  the  issue  of  October  15,  1959) 

"There  is  a  certain  malaise,  a  certain 
ill-defined  dissatisfaction  especially 
among  [Sweden's]  young — and  in 
spite  of  the  comforts  and  security 
guaranteed  to  them.  There  is  no  doubt 
that  the  Swedes  are  a  lucky  people — 
and  a  people  who  have  done  much  to 
deserve  their  luck.  But  Sweden  today 
is  also  a  warning  for  us  that  state- 
sponsored  economic  leveling  can  go 
too  far.  Security  is  a  good  thing,  but  so 
are  initiative  and  individual  elbow 
room.  I  would  say  the  Swedes  have 
gone  rather  far  in  trading  the  latter  to 
get  the  former."  — Malcolm  S.  Forbes 

"The  next  recession  will  hit  the  U.S. 
sometime  around  1961  or  1962,  pre- 
dicts Walter  E.  Hoadley,  treasurer  of 
Armstrong  Cork.  Long  known  for  accu- 
rate estimates,  Hoadley  expects  the 
nation's  present  prosperity  to  peak  out 
in  1960-61,  looks  for  recession,  to  be 
followed  by  a  new  wave  of  prosperity. " 

"Many  years  ago  Willis  Haviland  Car- 
rier, the  father  of  air-conditioning, 
wrote:  'The  day  will  come  when  a 
man  will  no  more  allow  his  wife  and 
children  to  suffer  from  heat  and  hu- 
midity than  he  now  lets  them  suffer 
from  cold  and  storm.'  Last  month  air- 
conditioning  producers  had  some  rea- 
son to  hope  that  Inventor  Carrier  was 
a  prophet  as  well  as  a  visionary." 
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Great  works  are  performed, 
not  by  strength,  but  by 
perseverance. 
Samuel  Johnson 


How  often  events,  by  chance 
and  unexpectedly,  come  to 
pass,  which  you  had  not 
dared  even  to  hope  for. 
Terence 


No  victor  believes  in  chance. 
Friedrich  Nietzsche 


There  is  no  feeling  in  this 
world  to  be  compared  with 
self-reliance.  Don't  sacrifice 
that  to  anything  else. 
John  D.  Rockefeller 


To  make  of  yourself  something 
less  than  you  can  be — that  too 
is  a  form  of  suicide. 
Benjamin  Lichtenberg 


Resolve  that  whatever  you  do, 
you  will  bring  the  whole  man 
to  it;  that  you  will  fling 
the  whole  weight  of  your 
being  into  it. 
Orison  Swett  Marden 


Industry,  perseverance  and 
frugality  make  fortune  yield. 
Benjamin  Franklin 


The  will  to  persevere  is 
often  the  difference  between 
failure  and  success. 
David  Sarnoff 


It's  always  easy  to  do  the 
next  step  and  it's  always 
impossible  to  do  two  steps 
at  a  time. 
Seymour  Cray 


It  is  admirable  to  go  down 
fighting.  It  is  better  to 
come  out  on  top. 
Daniel  Gersen 


Thoughts 

on  the  Business  of  Life 


If  our  sincerity,  our  courage 
and  our  patience  enable  us  to 
reflect  and  realize  that  "Ye 
shall  reap  if  ye  faint  not, " 
then  we  can  plug  and  plod 
until  victory  is  attained. 
B.C.  Forbes 


Do,  or  do  not!  There 
is  no  try! 
Donald  F.  Glut 


Courage  is  nothing  but  being 
equal  to  the  problems  and 
challenges  before  us. 
Harry  G.  Mendelson 


Keeping  your  fears  to  yourself 
is  a  form  of  courage. 
Frank  Tyger 


The  bravest  thing  you  can 
do  when  you  are  not  brave 
is  to  profess  courage  and 
act  accordingly. 
Corra  Harris 


A  man  of  courage  flees  forward, 
in  the  midst  of  new  things. 
Jacques  Maritain 


Patience  is  the  courage  of 
the  conqueror,  the  strength 
of  man  against  destiny 
Edward  Bulwer-Lytton 


More  than  6,000  "Thoughts."  indexed  by 
author  and  subject,  are  available  in  a  two- 
volume  boxed  set  at  $24.95.  A  one-volume 
edition  of  over  3,000  "Thoughts,"  $14.95. 
Send  check  and  order  to:  Forbes  Inc.,  60 
Fifth  Ave.,  New  York,  N.Y.  10011.  Add  sales 
tax  on  New  York  State  orders  and  other 
states  where  applicable. 


A  man  who  cannot  tolerate 
small  ills  can  never  accomplish 
great  things. 
Chinese  proverb 


Keep  pounding  away  and 
the  breaks  will  come. 
Arnold  Glasow 


The  price  of  success  is 
perseverance.  The  price  of 
failure  comes  cheaper. 
Robert  Half 


To  know  how  to  wait  is  the 
great  secret  of  success. 
Joseph  De  Maistre 


Patience  is  the  mother  of  will. 
Gurdjieff 


A  Text . . . 

But  let  him  ask  in  faith, 
nothing  wavering.  For  he 
that  wavereth  is  like  a 
wave  of  the  sea  driven 
with  the  wind  and  tossed. 
James  1:6 


Sent  in  by  Geraldine  B.  Griffin,  Birmingham, 
Ala.  What's  your  favorite  text?  The  Forbes 
Scrapbook  of  Thoughts  on  the  Business  of 
Life  is  presented  to  senders  of  texts  used. 


Easier  to  climb  up, 
than  to  just  hang  on. 
Ronald  Harwood 


Is  there  anything  so  wretched 
as  to  look  at  a  man  of  fine 
abilities  doing  nothing? 
Edwin  H.  Chapin 


They  fail,  and  they  alone, 
who  have  not  striven. 
Thomas  Bailey  Aldrich 
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The  architecture 
of  power. 


Achievement 
has  its  own  rewards. 


The  promise  of  success;  the  freedom 
to  pursue  it.  An  American  phenomenon 
symbolically  expressed  in  the  Corum 
Gold  Coin  Watch. 

A  watch  steeped  in  the  traditions  of 
our  country. 

A  watch  that  has  a  power  and  per- 
sonality uniquely  its  own. 

The  case  is  an  American  $20  gold 
piece,  literally  halved.  (The  Eagle 
becomes  the  dial;  the  Goddess  of  Liberty 
the  back  of  the  case.) 

Inside  is  cushioned  an  ultra-thin 
electronic  quartz  movement.  Known  for 
its  accuracy,  it  also  never  needs  winding. 

The  crystal  is  sapphire,  one  of  the 
hardest  substances  known  to  man;  the 
setting  stem,  a  diamond.  And  the  brace- 
let, as  comfortable  on  the  wrist  as  it  is 
handsome,  is  18  karat  gold. 

In  addition,  the  Corum  Gold  Coin 
Watch  is  water-resistant.  Each  is  hand- 
crafted, start  to  finish,  by  a  single 
watchmaker  in  La  Chaux-de-Fonds, 
Switzerland. 

For  brochure  send  $2.00  to  Corum, 
Dept.  FB,  650  Fifth  Ave.,  NY  10019. 
Also  available  in  Canada. 


CORUM, 

An  Investment  in  Time 


^ 


YEARSOLD 

~  ANEL 
BRANDNEW 


Brand  new  because  we've  teamed  up  with 
The  Fuji  Bank,  Limited— the  fourth  largest  bank 
'n  the  world,  with  assets  of  $123  billion. 

Brand  new  because  we've  made  a  commitment 
o  be  more  than  just  a  lender.  We're  determined 
lO  build  on  our  65  years  of  experience  and  set 
new  standards  of  excellence— attain  levels  of 
performance  that  no  other  financial  services 
organization  can  match. 

The  new  Heller  is  going  to  offer  more  services. 
Be  even  more  creative.  More  flexible.  We're  going 
to  dream  with  our  clients.  Work  with  them.  And  find 


innovative  answers  that  get  the  job  done . . .  right. 

That  will  take  good  people  and  we've  got 
them.  But  the  new  Heller  is  going  to  challenge 
them  to  be  even  better.  By  investing  in  their 
potential.  Fostering  their  growth.  Supporting 
them  with  the  technology  they  need  to  strengthen 
and  expand  Heller  capabilities  in  our  98  offices 
around  the  world. 

If  you  need  the  financial  services  expertise 
of  a  company  that's  65  years  old  and  brand  new, 
call  the  new  Heller.  1-800-458-4924.  (In  Illinois, 
call  collect:  1-312-621-7880.) 


HELLER  INTERNATIONAL 

Asset-Based  Financing  •  Factoring  •  Equipment  Financing  •  Real  Estate  Financing 
105  West  Adams  Street,  Chicago,  Illinois  60603. 
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The  editorial  index  of  companies  referred  to 
in  this  issue  is  on  page  270. 

Companies 

40    Hattori  Seiko  Co.  Ltd. 

Japan's  Hattoris  are  some  businessmen.  As  the  watch 
industry  they  dominate  matures,  they  are  moving  into 
everything  from  apparel  to  personal  computers.  But  there 
may  be  hard  slogging  ahead. 

43  IBM 

Rolm  stockholders  got  a  nifty  deal.  Is  anyone  next  on  the 
acquisition  bandwagon? 

44  Hughes  Aircraft  Co. 

Mouths  are  watering  on  Wall  Street.  Parts — or  all — of 
this  premier  aerospace  company  will  almost  certainly 
soon  be  up  for  sale. 

46    Intelsat 

The  International  Telecommunications  Satellite  Organi- 
zation has  enjoyed  a  plush  monopoly  for  years.  Now  it's 
time  to  compete. 


International 


114    The  Up  &  Comers 

Mentor  Corp.;  Doskocil  Cos. 
terns;  Heldor  Industries. 


Donna  Ricco;  Psych  Sys- 


158    Scholastic  Inc. 

Starting  out  with  a  single  school  magazine,  Maurice 
Robinson  built  a  profitable  publishing  empire.  Then  his 
son  took  over. 


50    Israel's  Best-Kept  Secret 

How  ingenious  Israelis  export  to  their  sworn  enemies. 


Regions 


66    Fort  Wayne,  Ind. 

"It's  like  going  to  a  graveyard.  At  first  you're  all  de- 
pressed. After  a  while  it's  not  quite  so  depressing." 


Industries 

39     Running  Shoes:  Breathless 

The  jogging  boom  is  puffing  into  middle 


age. 


78    Higher  Education:  The  Campus  Sell 

Here's  a  mature  industry  for  you — costs  up,  too  many 
players,  not  enough  customers.  The  answer:  Marketing! 

91     Computers:  Have  They  Got  A  Deal  For  You 

Used  computers  "are  like  used  cars,  only  worse." 

94    Automobiles:  The  "Fireproof  Man" 

A  conversation  with  Stephan  Sharf,  Chrysler  Corp.'s 
outspoken  manufacturing  chief. 

185     Real  Estate:  West  Side  Story 

Los  Angeles  developers  won  a  round  against  their  nem- 
eses  on  the  City  Council.  There's  just  one  problem.  .  .  . 

On  The  Docket 

102     Suing  The  Underwriter 

A  judge  shoots  some  holes  in  a  traditional  defense. 


Departments 


6  Side  Lines 

8  Trends 

16  Follow-Through 

22  Readers  Say 

25  Fact  and  Comment 

28  Other  Comments 

3 1  Fact  and  Comment  II 

271  Flashbacks 

272  Thoughts 


Money  &  Investments 

Columnists 

33    What's  Ahead  For 

255 

Ben  Weberman 

Business 

256 

Susan  Lee 

34    The  Forbes  Index 

258 

Ann  C.  Brown 

239    The  Forbes /Wilshire 

260 

Stanley  W.  Angrist 

5000  Review 

262 

David  Dreman 

264 

Thomas  P.  Murphy 

266 

Srully  Blotnick 

268 

Ashby  Bladen 
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114 


139 


Wall  Street 


Labor 


86    When  You  Have  To  Get  Out 

If  you  ever  have  to  get  your  money  out  of  a  real  estate 
limited  partnership,  here's  the  man  you  may  have  to  turn 
to.  He  doesn't  come  cheap. 

134    Numbers  Game:  A  Piece  Of  The  Pie 

Whether  you  want  it  or  not  depends  on  which  pie  you're 
talking  about. 

139    No-Top  Convertibles 

For  all  their  popularity,  convertible  debentures  have 
their  hazards. 

144     Cover  Story:  The  Impossible  Dream 

About  all  you  can  really  predict  from  Wall  Street's  mar- 
ket timers  is  that  the  market  can't  be  timed. 

166    The  Funds:  Incentive  Pay  For  Managers 

Investors  can  hardly  complain.  Or  can  they? 

242    The  Streetwalker 

Mead  Corp.;  the  NYSE;  Third  Canadian  General  Invest- 
ment Trust  and  Canadian  General  Investments;  South- 
land Financial;  Rio  Grande  Industries;  CATs. 

248     Statistical  Spotlight:  The  Convertible  Premium 

Here's  how  to  figure  when  it  is  justified. 

Profiles 

107    Hollywood's  Jerry  Weintraub 

The  lively  arts  have  paid  a  lively  return.  Now  it's  time, 
he  says,  for  Art. 


162     Not  What  It  Used  To  Be 

The  once-mighty  United  Mine  Workers  of  America  is  a 
shadow  of  its  former  self. 


Taxing  Matters 


176    A  FSCal  Solution 

Our  trading  partners  didn't  like  DISCs,  so  we're  giving 
them  FSCs.  Also:  A  smile  from  the  tax  collector. 


Marketing 


192    Like  Shiva  Slipping  On  A  Banana  Peel 

India  wanted  to  get  our  attention.  Is  this  the  way  to  do  it? 
Also:  Keeping  track  of  TV  commercials;  telemarketing; 
taxigrams. 


Technology 


198    The  High-Tech  Kaleidoscope 

Updating  a  168-year-old  toy.  Also:  DNA  patent  battles; 
surgical  microscopes;  how  to  give  a  computer  a  head- 
ache; a  few  new  words. 


Personal  Affairs 


212     Getting  Color-Coded 

How  to  find  out  whether  you're  "spring,"  "summer"  or 
"fall,"  and  dress  accordingly.  Also:  To  self-insure  or  not; 
job-seeking  the  computerized  way,  and  the  old-fashion- 
ed way. 


Faces  Behind  the  Figures 


226  Anthony  (Tony)  Frank,  First  Nationwide  Savings 

226  Andrew  McKelvey ,  Telephone  Marketing  Programs 

227  A.  Jean  de  Grandpre,  Bell  Canada  Enterprises  Inc. 
230  Terence  Adderley,  Kelly  Sendees 

232  Dr.  D.  Thane  Cody,  Mayo  Clinic 

232  Denis  Simon,  MIT 

234  Philip  Pilevsky,  real  estate  developer 

234  Charles  Ferro,  C&C  Cola 

237  Paul  Keating,  finance  minister  of  Australia 
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William  Baldwin 


Read  any  good  entrails  lately? 

Stock  tipster  Marty  Zweig  doesn't 
read  animal  entrails  as  one  of  his  12 
indicators  for  predicting  movements 
in  the  stock  market,  but  Forbes 
thinks  he  might  as  well.  Zweig,  who 
frequently  appears  on  TV's  Wall  Street 
Week,  claims  great  virtues  for  his 
stock  market  timing  system.  Howev- 
er, Senior  Editor  William  Baldwin 
views  Zweig's  claims  with  a  good  deal 
of  skepticism.  In  our  cover  story, 
"The  impossible  dream,"  Baldwin  ex- 
amines systems  that  pretend  to  fore- 
cast consistently  the  timing  of  stock 

market  fluctuations.  Some  of  the  sys-      

terns  seem  to  work  the  way  quack  cancer  and  arthritis  cures  do: 
by  sheer  coincidence.  Less  easy  to  dismiss  is  Wells  Fargo's 
currently  successful  market  timing  system. 

But  Baldwin  sees  in  the  famous  Wells  Fargo  system  an  uncan- 
ny resemblance  to  an  all-but-forgotten  timing  formula  concoct- 
ed by  the  late  Roger  Babson.  Babson  advocated  moving  back  and 
forth  between  stocks  and  bonds,  depending  on  the  relationship 
between  earnings  yields  on  stocks  and  coupon  yields  on  bonds. 
It  worked  for  a  while  until  the  mid- 1920s,  and  then  it  didn't 
work.  Following  the  Babson  system  would  have  deprived  an 
investor  of  big  profits  during  the  great  1926-29  bull  market,  and 
then  sucked  him  in  for  a  disaster  during  the  false  rally  of  1931 
that  wiped  out  most  survivors  frori  1929.  The  Wells  Fargo 
system  will  probably  meet  a  similar  fate.  It  will  work  for  a  while 
and  then,  at  the  height  of  its  fame,  cease  to  work.  Its  fallacy,  a 
common  one,  is  that  markets  will  always  adhere  to  the  patterns 
of  the  recent  past. 

No,  we  do  not  think  that  it  is  futile  to  study  the  market. 
Longtime  Forbes  readers  know  this  magazine  does  not  believe 
in  the  so-called  efficient-market  hypothesis,  which  says  all 
securities  are  rationally  priced  at  all  times.  We  believe  that 
intelligent  investors  can  and  frequently  do  beat  the  market.  But 
we  believe  they  do  so  by  making  well-informed  value  judg- 
ments— in  effect,  arbitraging  against  emotional  and  extreme 
swings  in  mass  psychology — not  by  following  mechanical  the- 
ories, the  modern  equivalent  of  reading  animal  entrails.  Bill 
Baldwin  recalls  it  was  said  of  ancient  Rome  that  two  entrail- 
readers  could  not  pass  on  the  street  without  winking.  Might 
that  be  true  of  their  Wall  Street  descendants?  Baldwin's  story 
begins  on  page  144. 


Careers 

In  our  new  (since  November  1983)  Careers  section,  Staff  Writer 
John  Byrne  looks  into  those  computerized  resume  databanks. 
Are  they  a  shortcut  to  your  dream  job?  Or  just  a  gimmick?  See 
page  216.  Also  in  Careers  Paul  Brown  tells  how  the  co-owner  of 
a  small  but  growing  company  found  a  top  executive  she  was 
seeking.  Found  him  where?  Not  among  the  600  people  who 
replied  to  her  newspaper  advertisements,  but  through  a  chance 
meeting  at  a  cocktail  party.  That's  life.  See  page  220. 
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j*Vith  me,  simpler  is  better 

fust  like  my  Canon  Personal 

Cartridge  Copiers. 

rheyre  easy  to  maintain. 

Zasy  to  afford. 

Fhey  copy  in  6  easy-to- 

phange  colors. 

\nd  my  new  PC -25  even  4 

educes  and  enlarges. 

Makes  copies  on 

egal  size,  too. 

Ml  of  which  makes 

ife  a  lot  simpler 

bra  busy  guy 

ike  me." 


Canon  PC-10 

Compact.  Affordable.  Perfect 
for  even  the  smallest 
businesses.  So  simple  to  use, 
there's  not  even  a  copy  start 
Jswitch.  Just  position  your 
original  and  feed  in  the  paper 
of  your  choice  for  crisp,  clear 
copies  in  seconds. 

$795* 


Canon  PC  Cartridges 

Canon's  exclusive  technology 
has  put  the  entire  copying 
process— the  toner,  the  drum, 
the  developer— into  one  unique 
replaceable  cartridge.  Good  for 
about  2,000  copies  and  making  these 
PC  copiers  virtually  service-free.  Choose 
from  six  copy  colors— black,  brown,  blue, 
red,  green  and  light  blue. 
$65  inblack/$80  in  other  colors 


Canon  PC-25    *"'^ 

Small  in  size  and  price  but  big  in 
features,  the  new  PC-25  can  reduce 
by  67%  or  78%  and  enlarge  to  120%. 
It  makes  eight  copies  a  minute. 
From  originals  as  big  as  10"  x  14". 
It  even  makes  copies  as  small  as 
business  card  size  up  to  legal  size. 

$1,395* 

Canon 
cccpsm 

PERSONAL  COPIERS 

Personal  Cartridge  Copying, 
Plain  and  Simple. - 


Canon  PC-20 

All  the  convenience  of  the 
PC-10  plus  automatic  paper 
feeding  for  eight  beautiful 
copies  a  minute.  The  handy 
paper  cassette  holds  up  to 
100  sheets  so  you  can  make 
multiple  copies  at  the  touch 
of  a  button. 

$1,095* 

*Sdggested  retail  price  exclusive 
of  cartridge. 


Trends 


Edited  by  John  A.  Conway 


Paradox  on  wheels 

While  American  carmakers  are  shift- 
ing production  of  small,  low-priced 
cars  to  the  Orient,  the  Japanese  are 
moving  assembly  lines  for  their  low- 
priced  cars  to  the  U.S.  General  Motors 
is  ordering  small  cars  from  Izusu  and 
Suzuki  in  Japan  and  others  from  Ko- 
rea. Chrysler  and  Ford  are  dickering 
for  Korean  cars.  Their  reasoning:  The 
cost  of  making  small  cars  in  the  U.S. 
is  too  high  to  compete  with  the  Japa- 
nese. So  what  are  the  Japanese  doing? 
Honda  is  already  making  its  higher- 
priced  Accords  in  Ohio.  Nissan  will 
put  its  low-priced  Sentras  into  its 
truckmaking     Tennessee     complex. 


will  market  treatments  for  seriously 
ill  heart,  cancer,  eye  and  other  pa- 
tients overseas.  "We  are  exporting 
services,  using  one  of  America's 
strong  points,"  says  Dr.  Bertram 
Brown,  president  of  Hanemann  Uni- 
versity. "The  academic  centers  want 
to  keep  the  hospitals  full."  And  the 
coffers,  too.  At  $10,000  for  the  average 
bill,  15,000  overseas  patients  a  year 
would  bring  in  $150  million  to  the 
Philadelphia  medical  community. 

Taxing  the  fringe 

For  six  years  Congress  had  imposed  a 
moratorium  on  the  taxation  of  fringe 
benefits.  But  that  expires  in  January, 


Nissan  assembly  line  in  Smyrna,  Tenn. 

The  Orient  is  coming  here,  the  V.S.  going  there. 


Toyota  will  build  low-priced  cars  in  a 
joint  venture  with  GM  in  California. 
Why  don't  the  Japanese  build  high- 
priced,  larger  cars  here  and  absorb  the 
costs  in  the  loftier  sticker  prices  these 
models  command?  Who  knows? 


Exporting  medicine 

With  the  cost  of  health  care  in  the 
U.S.  rising  rapidly  and  the  number  of 
hospital  patients  down  by  8%  last 
year,  teaching  hospitals  face  a  crisis. 
Where  will  paying  patients  come 
from?  Houston's  St.  Luke's  Episcopal 
Hospital  goes  overseas  to  help  fill  its 
open  heart  surgery  unit.  In  Philadel- 
phia six  teaching  hospitals — Hane- 
mann, Temple  and  Jefferson  universi- 
ties and  the  University  of  Pennsylva- 
nia, Medical  College  of  Pennsylvania 
and  the  Pennsylvania  if  Os- 

teopathic Medicine — have  joined 
forces  in  hopes  of  importing  up  to 
15,000  patients  a  year  by  1987,  and 
will  package  health  care  with,  airfare 
and  a  hotel  room  for  relatives  Funded 
by  Greater  Philadelphia  First  Corp.,  a 
development  company  backed  by  ma- 
jor corporations  in  the  area,  the  group 


and  beginning  then  a  whole  group  of 
fringe  benefits  will  be  taxed,  includ- 
ing employee  discounts  limited  to  top 
executives  and  "frequent  traveler" 
bonuses  given  by  airlines  such  as 
TWA  and  Pan  Am  and  by  Inter-Conti- 
nental Hotels.  On  audits  the  IRS  will 
eye  benefits  closely.  But  that  is  just 
the  tip  of  the  iceberg.  A  new  battle  is 
brewing  in  Congress  over  whether 
company-paid  fringe  benefits  should 
also  be  taxed.  President  Reagan  likes 
the  idea  of  doing  so,  and  so  do  conser- 
vative economists  and  the  IRS,  who 
dislike  a  growing  use  of  nontaxable 
health,  insurance  and  pension  bene- 
fits as  substitutes  for  taxable  pay 
raises.  Reagan  wants  to  tax  company- 
paid  health  insurance  premiums  that 
go  above  $175  a  month  for  families  or 
$70  monthly  for  individuals.  But  crit- 
ics argue  that  taxing  benefits  is  a  way 
to  "raise  taxes  without  raising  taxes." 
Senator  Robert  Packwood,  the  Oregon 
Republican,  says  benefits  now  given 
by  private  industry  would  be  "inept- 
ly" replaced  by  government-paid 
benefits.  Corporate  chiefs  strongly  op- 
pose the  idea,  according  to  a  survey  by 
William  M.  Mercer-Meidinger,  a  New 


York  City  consulting  firm.  One-quar- 
ter said  they  would  raise  pay  to  make 
up  for  lost  benefits,  but  88%  doubted 
that  workers  would  spend  the  addi- 
tional money  on  financial  security. 

Fuel  for  thought 

The  electric  utility  industry's  surplus 
capacity  now  runs  at  25%  to  40%, 
and,  with  uncertain  load  growth,  high 
construction  costs  and  frugal  utility 
budgets,  few  utilities  are  building 
new  plants.  Question  is,  what  growth 
will  the  future  bring?  Conventional 
coal  and  nuclear  plants  take  10  to  12 
years  to  construct,  and  combustion 
turbines,  although  quicker  to  build, 
burn  oil  and  gas  inefficiently.  One 
solution,  says  the  Electric  Power  Re- 
search Institute  (EPRI),  may  be  fuel 
cell  power  plants  that  convert  oil,  gas, 
even  coal  distillates  and  other  syn- 
thetic fuels,  directly  to  electricity 
without  combustion.  EPRI  has  been 
working  on  the  new  cells  for  12  years 
with  the  Department  of  Energy,  utili- 
ties and  manufacturers.  The  plants 
can  be  set  up  quickly  and  in  modular 
increments  as  needed.  They  consume 
fuel  efficiently  and  emit  virtually 
none  of  the  sulfur  and  nitrogen  oxide 
associated  with  coal-fired  plants — 
which  means  they  can  be  put  in  popu- 
lated areas.  The  catch?  Finding  intrep- 
id customers  willing  to  pay  $3,000  per 
kilowatt  of  capacity  for  the  first  plants. 
That's  about  2Vi  times  what  it  costs  to 
put  in  a  coal-fired  generator,  for  exam- 
ple. EPRI  claims  the  cost  will  drop  to 
$l,000/kw  of  capacity  or  less  when 
mass  production  begins.  United  Tech- 
nologies and  Westinghouse  Electric 
plan  to  market  the  new  power  plants 
in  the  U.S.  by  the  early  Nineties.  To- 
kyo already  has  a  prototype  plant. 

The  vanishing  American 

The  vanishing  gasoline  station  may 
soon  be  joined  by  the  vanishing  gas 
station  attendant.  Stations  have 
dwindled  by  35%  in  the  last  decade, 
until  only  200,000  to  210,000  are  left 
(40,000  of  them  convenience  stores); 
about  70%  of  Americans  are  using 
self-service  pumps.  Within  five  years, 
industry  analysts  say,  most  drivers 
will  buy  at  automated  stations.  Latest 
into  the  act  is  the  100-year-old  NCR 
Corp.  of  Dayton,  with  two  new  com- 
puter terminals:  an  $8,000  machine 
that  operates  an  entire  station  and  a 
$5,900  affair  that  can  be  hooked  to  the 
first,  a  freestanding  unit  at  the  pump- 
ing island  that  can  be  activated  by 
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justice  rmm.^L 


Our  civil  justice  system  is  in  serious  trouble. 

If  total  litigation  cost  exceeds  the  amount  of 
money  received  by  a  plaintiff,  something  is  very 
wrong.  If  an  injury  most  people  think  of  as  minor 
brings  a  higher  award  than  a  fatal  accident, 
nothing  makes  sense.  If  a  simple  lawsuit  takes 
years  to  resolve,  everybody  loses. 

Chief  Justice  Warren  E.  Burger  has  noted, 
"...there  has  been  a  slowly-all  too  slowly -develop- 
ing awareness  that  the  traditional  litigation  process 
has  become  too  cumbersome,  too  expensive,  and 
also  burdened  by  many  other  disadvantages!' 

Can  anything  be  done?  We  think  it  can. 

We  are  the  Insurance  Information  Institute, 
action  and  information  center  for  the  property  and 
casualty  insurance  industry. 

Our  member  companies  are  vitally  involved  in 
the  issue  of  civil  justice.  Their  efforts  to  keep  their 
customers'  insurance  prices  down  are  hindered  by 
high  legal  costs  and  unpredictable  court  awards. 

What  the  public  wants. 

We've  sponsored  a  Gallup  survey  to  determine  how 
people  feel  about  civil  justice  today. 

The  results  show  that  the  public  believes  con- 
siderable delays  occur  in  bringing  cases  to  trial. 
They  think  that  judges,  not  juries,  should  set  awards 
in  civil  lawsuits.  And  they  oppose  punitive  damages 
beyond  full  compensation  for  a  loss. 

Taking  positive  steps. 

To  do  something  about  these  problems,  our  indus- 
try has  joined  with  others  to  create  coalitions  of 
concerned  citizens- including  executives,  lawyers, 


manufacturers,  and  health  care  professionals. 
Working  together,  they  are  developing  new  solu- 
tions to  the  civil  justice  crisis.  In  state  after 
state,  their  ideas  are  being  translated  into  action. 

The  ideals  of  civil  justice  will  be  served  far 
better  by  courts  that  move  more  quickly,  cost 
taxpayers  less,  and  decide  awards  on  a  more 
consistent  basis. 

It's  in  the  interests  of  everyone. 

Our  new  report,  The  Civil  Justice  Crisis, 
examines  reforms  now  being  proposed.  It  tells 
how  you  can  get  involved.  We'd  like  you  to  have 
a  copy  free  of  charge. 


Insurance  Information  Institute 
110  William  Street 
New  York,  NY  10038 

Please  send  me  a  free  copy  of 
The  Civil  Justice  Crisis 


2B 


"1 


State 


Zip 


J 


Insurance  Information  Institute 

wMMr       A  nonprofit  action  and  information  center 
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Trends 


credit  or  debit  card  and  hand  the  cus- 
tomer a  receipt.  (It  works  like  auto- 
mated bank  tellers,  which  NCR  also 
makes.)  NCR  has  teamed  up  with 
Wright  Express  of  Portland,  Me.,  a 
gasoline  and  heating  oil  distributor,  to 
help  market  the  new  system.  Wright 
has  tested  NCR's  machines  at  two 
Portland  sites.  Chevron  and  Exxon 
have  also  conducted  their  own  tests. 
Fleet  operators  (who  use  about  30%  of 
all  motor  fuel),  the  oil  majors  and 
individual  stations  will  be  targets. 
Raymond  Smith,  head  of  this  new 
NCR  operation,  hopes  that  NCR's 
century  of  retail  experience  and  cross- 
country sales  net  will  make  it  a  force 
in  a  new  market. 

Sic  transit  Britannia 

The  British  newspaper  correspondent 
is  fading  from  the  American  scene. 
Once  the  biggest  foreign  press  colony 
in  New  York,  for  instance,  the  U.K. 
contingent  is  now  one  of  the  smallest, 
says  one  of  its  veterans,  and  it  is  also 
shrinking  in  Washington,  D.C.  The 
immediate  reason  is  the  strong  dollar. 
The  British  pound,  worth  $2.50  a  few 
years  ago,  has  shriveled  to  less  than 
$1.25.  London's  Daily  Mirror  is  closing 
its  New  York  office,  claiming  it  will 
save  £500,000  a  year  in  expenses.  The 
Express  has  closed  its  D.C.  bureau,  and 
the  two  men  left  in  New  York  are 
sharing  space  with  an  accounting 
firm.  The  Daily  Mail  is  also  shutting 
its  Washington  office  and  cutting 
back  its  New  York  staff.  The  high  cost 
of  dollars,  combined  with  speedier 
communications  like  jet  planes,  satel- 
lite broadcasts,  direct-dial  overseas 
telephones,  etc.,  have  made  it  cheaper 
to  try  to  cover  the  U.S.  from  London. 

Oregon's  plight 

The  effects  of  the  last  recession  will 
be  felt  in  some  regions  for  a  long 
while.  The  state  of  Oregon,  for  exam- 
ple, lost  well  over  60,000  jobs  paying 
more  than  $10  per  hour,  says  a  recent 
report  by  Charles  Sexton,  an  analyst 
with  Keefe,  Bruyette  &  Woods,  the 
New  York-based  investment  bank. 
Some  47,000  of  those  jobs  were  in  the 
construction  and  lumber  industries 
and  paid  an  average  of  more  than 
$22,000  per  year.  Since  1982  the  state 
has  regained  46%  of  the  26,000  lost 
lumbering  jobs,  but  lost  another  3,800 
in  construction,  for  a  net  loss  of 
38,800  in  those  two  industries  alone. 
The  rest  of  the  state's  job  losses  were 
in  services  and  retailing,  but  they  are 


10 


in  much  better  shape.  The  service  in- 
dustry has  already  regained  5,000 
more  jobs  than  it  lost,  Sexton  says, 
and  retailing  is  just  3,000  jobs  short  of 
its  prerecession  total.  Trouble  is,  ser- 
vice industry  jobs  pay  an  average  of 
only  $13,300  per  year  and  retailing 
jobs,  $9,700.  "There  seems  little  hope 
that  these  high-paying  blue  collar 
craft  jobs  can  be  recovered,"  writes 
Sexton.  The  state  predicts  job  growth 
will  continue  into  the  next  decade,  he 
says,  but  it  will  be  in  the  low-paying 
service  and  retailing  sectors. 

The  wide  open  spaces 

Office  space  is  filling  up  again — and 
rents  are  climbing  once  more — ac- 
cording to  a  21 -city  survey  by  the  Of- 
fice Network  in  Houston.  The  land- 
lords' dream  town  is  Dallas,  which 
also  leads  in  new  office  construction, 
followed  by  New  York,  Washington 
and  Los  Angeles.  Boston  has  the  low- 
est vacancy  rate  (3.9%),  and  others  in 
the  below- 10%  bracket  are  Baltimore, 


Office  buildings  going  up  in  New  York 
Vacancy  rates  down,  rents  up. 

New  York,  San  Francisco,  Washing- 
ton and  Philadelphia.  Nationally,  the 
vacancy  rate  has  dropped  from  15.2% 
to  14.4%  in  the  last  six  months.  High- 
est is  Houston,  with  26.3%  (although 
it  is  among  the  cities  making  a  recov- 
ery). At  the  same  time,  office  rents 
have  gone  up  6.1%  since  January, 
from  an  average  of  $19.36  a  square 
foot  to  $20.61. 

Back  to  the  parlor 

As  the  clatter  of  the  videogame  faded, 
the  tried-and-true  board  game  came 
back  into  the  parlor,  with  a  ven- 
geance. Trivial  Pursuit  sold  more 
than  1  million  copies  in  nine  months 
after  it  was  introduced  in  the  U.S.  in 
March  1983.  (Invented  by  two  Cana- 
dians, it  had  been  sold  before  then 
north  of  the  border.)  This  year  it  is 
expected  to  sell  22  million,  and  there 
is  a  chronic  shortage,  even  though  its 


An  IBM  4300  computer 
system  takes  complicated 
jobs  in  stride. 

Besides  doing  payroll, 
tracking  sales,  inventory 
and  cash  deposits  store 
by  store,  an  IBM  4300 
system  helps  Kinney 
distribute  6,000  varieties 
of  shoes  to  its  3,000 
locations . 

The  4300  is  just  one 
of  a  number  of  easy-to- 
use  Business  Computer 
Systems  from  IBM. 

Whatever  size  your 
business,  they'll  help  you 
do  what  you  do,  better. 

They  can  be  used  as 
stand-alone  computers  o>i 
as  part  of  a  network. 

You  see,  there  are  as 
many  ways  to  use  IBM 
Business  Computer 
Systems  as  there  are 
businesses. 

To  learn  more,  call 
IBM  Direct.  Or  send  in 
the  coupon  below. 


0741, 


1    Write  to  IBM,  K 

|    DRM,  Dept.  31/7. 

1400  Parson's  Pond  Drive, 
Franklin  Lakes,  New  Jersey  07417 

I    Please  send  me  more  information  on 
I    IBM  Business  Computer  Systems. 

I    Name  . , 

'    Company 


Zip. 


Business  Phone 


1 800 IBM-2468,  ext.  7. 
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To  keep  pace  with  sales 
and  inventory  in  its  stores 
nationwide,  Kinney  Shoe 
Corp.  uses  an  IBM  4300 
computer  system.  What- 
ever business  you're  in,  an 
IBM  Business  Computer 
System  can  help  you  run  it. 


How  Bodine  can  help  you  turn 
your  old  product  into  a  profitable  one. 

If  you're  looking  for  a  way 
to  make  your  product  more 
profitable,  look  at  the  way 
it's  designed.  Chances  are 
it  was  designed  m  the  days 
when  labor  was  cheap  and  as- 
sembly techniques  inefficient. 

Now  show  your  product  to  Bodine. 
We'll  show  you  how  you  can  modify  it  to  take  advantage 
of  automated  assembly.  In  most  cases,  design  changes 
will  be  really  small.  But  the  savings  can  be  really  big.  In 
fact,  the  Bodine  assembly  machine  can  actually  reduce 
your  assembly  costs  by  as  much  as  95%. 

A  Bodine  system  will  also  give  you  100%  inspec- 
tion of  all  parts.  So  you  not  only  drastically  reduce  assem- 
bly costs,  but  warranty,  liability  and  field  service  costs. 

You  even  save  on  inventory  costs.  Because  a 
Bodine  machine  is  so  efficient,  it  can  lower  both  in- 
process  parts  and  finished  goods  inventory  levels  while 
it  increases  your  production  capability. 

If  you  want  to  make  your  product  more  profitable, 
make  it  with  a  Bodine  machine.  For  complete  details 
call  Frank  Riley  at  (203)  334-3107  or 
write  for  our  brochure.  The  Bodine 
Corporation,  317  Mountain  Grove 
Street,  Bridgeport,  CT  06605.  assembly  systems 
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producer,  Selchow  &  Righter  of  Bay 
Shore,  N.Y.,  is  cranking  them  out  at  a 
rate  of  one  a  second.  Last  year  the 
entire  board-game  industry  racked  up 
$300  million  at  wholesale.  This  year 
Selchow  &  Righter  expects  to  do  more 
than  $400  million  on  Trivial  Pursuit 
alone.  Another  new  game,  Super 
Quiz,  which  bears  the  imprimatur  of 
Isaac  Asimov,  the  prolific  science-fic- 
tion writer,  has  just  sold  its  millionth 
copy  in  the  U.S.  (It  is  distributed  here 
by  Waddington  Games  of  Toronto.) 
The  craze  is  putting  new  life  into 
older  board  games.  Scrabble,  for  in- 
stance, was  first  "published"  (as  the 
game-makers  say)  in  the  U.S.  in  1947 
(also  by  Selchow  &.  Righter)  and 
peaked  at  about  4  million  a  year  in  the 
early  1950s.  It  is  selling  today  at  a  rate 
of  a  "couple  of  million"  a  year,  up 
35%  since  1983.  Monopoly,  first  sold 
in  1935  by  Parker  Brothers,  hit  more 
than  1  million  a  year  in  the  Seventies. 
The  most  venerable,  Parcheesi,  under 
Christmas  trees  since  Selchow  & 
Righter  started  selling  it  in  1867,  still 
delivers  half  a  million  to  a  million 
copies  annually. 

The  dying  autopsy 

Dead  men  tell  no  tales,  but  autopsies 
tell  how  they  died.  Yet  they  are  per- 
formed after  only  15%  of  all  deaths 
now,  compared  with  50%  in  the  Fif- 
ties, says  a  new  report  by  the  Ameri- 
can Council  on  Science  &  Health. 
Why  the  drop?  Many  physicians  may 
feel  that  modern  diagnostic  tech- 
niques have  eliminated  the  need  to 
establish  an  accurate  diagnosis  with 
an  autopsy,  the  report  notes.  But  a 
study  at  a  Boston  teaching  hospital 
showed  there  were  misdiagnoses  in 
nearly  25%  of  all  cases,  and  that 
number  had  not  changed  for  more 
than  20  years.  Other  studies  show 
that  only  53%  of  heart  attack  cases 
and  60%  of  cancer  cases  were  accu- 
rately diagnosed  while  the  patients 
were  living.  "In  fact,"  it  says,  "it  ap- 
pears that  diagnostic  accuracy  has  not 
improved  much  since  the  early 
1900s."  Another  factor  may  be  that  in 
1972  the  Joint  Commission  on  Ac- 
creditation of  Hospitals  decided  no 
longer  to  require  a  minimum  autopsy 
rate.  Also,  physicians  increasingly 
fear  malpractice  suits  and  may  be  less 
than  enthusiastic  about  requesting 
autopsies.  But  "unless  there  is  a  reviv- 
al of  interest,"  the  report  says,  "we 
may  be  up  against  a  major  stumbling 
block  in  our  war  against  disease." 
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LuL.Bean 

Outdoor  Sporting  Specialties 
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THE 
GOLDEN 
RULE  OF 
L.L.BEAN 


"Sell  good  merchandise  at  a 
reasonable  profit,  treat  your 
customers  like  human  beings 
and  they'll  always  come  back 
for  more."  Leon  Leonwood 
Bean  started  a  company  72 
years  ago  based  on  this  simply 
stated  business  philosophy. 
We  call  it  L.L.'s  Golden  Rule  and 
today  we  still  practice  it. 

Everything  we  sell  is  backed  by  an  unconditional  guarantee  that 
never  wears  out.  We  do  not  want  you  to  have  anything  from 
L.  L.  Bean  that  is  not  completely  satisfactory.  Return  anything  you 
buy  from  us  at  any  time  if  it  proves  otherwise. 

All  of  our  products  are  regularly  tested  by  us  in  the  field,  as  well 
as  in  the  lab.  Each  product  continues  to  be  made  with  the  best 
materials,  construction  and  design  that  we  think  are  appropriate  to 
the  needs  of  our  customers.  They  represent  a  solid  value  and 
deliver  a  fair  return  for  the  money. 

The  L.  L.  Bean  Customer  Service  Department  operates  on  L.L.'s 
belief  that  "A  customer  is  the  most  important  person  ever  in  this 
office,  in  person  or  by  mail."  Telephone  representatives  are 
available  24  hours  a  day,  365  days  a  year  for  customer  assistance 
and  order  taking.  Your  order  is  shipped  promptly,  accurately  and 
L  L.  Bean  pays  all  regular  postage  and  handling  charges. 

Send  us  the  coupon  below  or  call  207-865-3111  Ext.  39. 
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□  Send  for  a  FREE 
Christmas  1984  Catalog 
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L.  L.  Bean,  Inc.,  3669  Casco  St.,  Freeport,  ME  04033 
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When  the  fine  linen  napkin  on  the  left  was  made 
in  1925,  a  restaurant  meal  was  a  rare  treat  for  most 
Americans.  And  for  most  restaurateurs,  cleaning, 
pressing  and  handling  table  linens  was  considered 
one  of  the  many  costs  of  doing  business. 

Today,  the  average  American  household  spends 
one  out  of  every  three  food  dollars  at  restaurants. 
And  attractive,  distinctive  paper  napkins  like  the 
one  on  the  right  help  restaurants  keep  costs  down, 
productivity  high  and  diners  happy. 

Were  a  leading  supplier  of  disposable  products  t< 
the  restaurant  and  food  service  industries.  In  fact, 


History. 
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our  napkins,  cups,  plates  and  wipers  serve  millions  of 
diners  every  day— in  everything  from  drive-ins  to 
gourmet  restaurants. 

Our  recent  merger  with  Maryland  Cup  Corpora- 
tion, now  our  Sweetheart  Products  Group,  maker  of 
disposable  cups,  plates,  straws  and  cutlery,  joins  two 
major  industry  forces  and  creates  the  synergy  to  serve 
this  market  even  better.  The  result:  Fort  Howard  is 


now  a  $1.3  billion  company  strategically  positioned 
to  offer  our  customers  the  industry's  broadest  range 
of  service,  products  and  resources. 

The  products  themselves  are  frequently  taken  for 
granted.  But  at  Fort  Howard,  our  commitment  to 
supply  them— and  the  convenience  and  efficiency 
they  provide— is  something  we  take  very  seriously. 
Fort  Howard,  P.O.  Box  19130, Green  Bay,WI  54307-9130. 

Fort  Howard 


IN  STEP  WITH  A  SOCIETY  ON  THE  GO 


Economics. 
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Forbes  Subscriber  Service 

Write:  Subscription  Service  Manager 
Forbes,  60  Fifth  Avenue 
New  York,  NY  10011 
Call:  212-620-2243 
Change  of  Address.  Please  give  six  weeks 
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Godly  problems 

After  being  asked  to  testify  before  a 
grand  jury  in  1982,  P.  Takis  Veliotis 
abruptly  retired,  pleading  ill  health, 
and  fled  to  Greece.  Until  then  Veliotis 
was  a  respected  executive  vice  presi- 
dent of  General  Dynamics,  the  na- 
tion's number  one  defense  contractor. 
He  was  subsequently  indicted  in  a 
bribery-kickback  scheme  that  alleg- 
edly netted  him  at  least  $1.3  million 
from  a  GD  subcontractor. 

Earlier  this  year  (Jan.  16,  Jan.  30), 
Forbes  revealed  that  Veliotis  is  also 
believed  to  have  received  tens  of  mil- 
lions of  dollars  illegally  on  tanker  and 
U.S.  Navy  submarine  contracts. 

But,  as  other  reports  and  a  reinvigo- 
rated  Admiral  Hyman  Rickover  kin- 
dled interest  in  Veliotis  and  GD,  four 
different  congressional  committees 
began  investigations  and  the  Justice 
Department  and  Pentagon  reopened 
inquiries  into  massive  cost  overruns 
that  resulted  in  the  government's  pay- 
ing more  than  $470  million  to  GD  in 
1978.  GD  has  denied  any  detailed 
knowledge  about  alleged  illegalities. 

Now  Veliotis,  in  a  bid  to  cut  a  deal 
with  the  Justice  Department,  has  pro- 
duced a  tape  of  a  1981  conversation  he 
had  with  GD  Chairman  David  S.  Lew- 
is about  hiding  $100  million  in  cost 
overruns  on  submarines.  Both  the 
Washington  Post  and  the  St.  Louis  Post- 
Dispatch  published  stories  based  on 
the  tapes.  In  a  10-hour  interview  with 
the  Post,  Lewis  acknowledged  the  au- 
thenticity of  the  tape  but  insisted  that 
it  showed  nothing  improper. 

General  Dynamics  is  nicknamed 
"God"  by  defense  lobbyists  in  Wash- 
ington, and  Lewis  at  67  has  had  a 
spectacular  14-year  run  as  its  chair- 
man, capped  recently  by  a  33%  in- 
crease in  second-quarter  earnings,  to 
$96  million.  But  the  mere  existence  of 
a  taped  conversation  about  cost  over- 
runs between  Lewis  and  Veliotis  is 
considered  bad  news  in  Washington. 
With  the  Reagan  Administration  ea- 
ger to  cut  down  abuse  on  Pentagon 
contracts,  expect  congressional  pres- 
sure for  Lewis  to  resign. 

Heartbreak  at  Harlequin 

Two  years  ago  publishers  were  charg- 
ing into  brand-name  "romance"  nov- 
els. The  annual  market  for  the  heavy- 
breathing  $1.75  potboilers  was  per- 
haps $250  million,  more  than  20%  of 
mass  market  paperback  sales.  Growth 
was  a  torrid  10%  a  year,  compared 
with  3%  in  unit  book  sales  (Forbes, 


Mar.  29,  1982). 

Harlequin  Enterprises  Ltd.,  wholly 
owned  by  Toronto's  Torstar,  was  once 
the  only  major  player.  But  in  1979  it 
had  created  a  formidable  competitor 
by  canceling  Simon  &  Schuster's  U.S. 
distribution  contract.  S&S  responded 
with  its  own  line,  Silhouette  Ro- 
mances, and  by  1982  had  at  least  20% 
of  the  market.  Other  publishers  fol- 
lowed— including  Avon,  Bantam, 
MCA's  Jove  and  Doubleday's  Dell. 
"Some  who  see  gold  will  find  ashes," 
S&S  Chairman  Richard  Snyder 
warned.  But  the  real  story  was  wheth- 
er Harlequin  could  retain  its  once  in- 
vincible preeminence. 

It  didn't.  Harlequin  had  80%  of  the 
market  in  1980,  but  by  this  year  Sil- 
houette had  wooed  away  at  least  35% 
of  it  and  others  were  taking  away 
more.  By  early  last  summer,  says  Vi- 
vien Lee  Jennings,  who  publishes  a 
trade  newsletter,  Harlequin's  market 
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share  had  dropped  to  44%  at  retail. 
Last  year  it  posted  a  44%  drop  in 
operating  profits,  to  $14  million 
(Canadian),  on  top  of  a  17%  drop  for 
1982.  Silhouette  was  losing  money. 

Harlequin  made  amends  to  S&.S  by 
buying  Silhouette  for  $10  million  and 
giving  S&S  back  its  exclusive  U.S. 
distribution  rights.  Together  they 
now  put  out  56  titles  each  month.  But 
Silhouette's  returns  hit  up  to  60%  last 
year  and  are  still  high,  at  50%,  for 
both  houses.  "There's  been  a  fair 
amount  of  turmoil  in  the  romance 
industry,"  admits  Harlequin  Presi- 
dent David  Galloway.  Short  term,  he 
will  not  drop  any  lines  for  fear  of 
losing  brand  loyalty.  "If  you  could  go 
back  to  12  titles  [a  month]  and  the 
same  volume,  it  would  be  wonder- 
ful," he  says.  "But  I  don't  see  that 
happening." 

The  industry  is  losing,  too.  Sales  hit 
a  high  of  perhaps  $450  million  a  year 
and  40%  of  all  mass  market  paper- 
back sales  by  the  end  of  1982.  But 
they  began  to  fall  in  late  1983,  and 
this  year  should  be  down  to  $300  mil- 
lion and  30%  of  mass  market  paper- 
back   sales.    With    about    140    new 
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HOW  THE  CARD 
THAT  TAKES  CARE 

OF  NEARLY  80  MILLION 
PEOPLETAKESCARE 

OF  BUSINESS, 


**. 


Nobody  takes  better  care  of  business 
han  the  Blue  Cross  and  Blue  Shield 

omanization.^afs  why  employees  at 
7?ofAmericas  100  largest  companies 

carry  our  card. 

We're  doing  more  to  hold  down 

rising  health  care  costs         ^ 
than  any  insurance 

company.  u  vN 

In  fact,  in  one  year,     X,„  * 
our  cost-containment 

programs  saved  our  custom- 
L"healthy5.9bmondoUars.jiJ 

Blue  Cross  and  Blue  Shield 

Plans  have  flexible  benefit 

programs,  too,  including  deduct 

CARRY 
THE  CARING 
1  CARD.SM 


ibles  and  co-insurance.  Our  financing 
options  range  from  fully-insured  pro- 
grams to  administrattve  service 

C°  Working  directly  with  doctors  and 
Wnitals  we've  expanded  our  elec- 
££S£*  -o  that  we  now  transit 
55  miUion  "paperless  claims"  annually. 
This  gives  you  better  service,  lower 
operating  costs,  less  paperwork. 
These  are  just  some  of  the  ways 
we  can  help  take  care  of  your 
business.  And  some  ot  the 
reasons  why  we  cover  more 
people  than  our  ten  largest 
competitors  combined. 


Blue  Cross. 
Blue  Shield. 


OMEGA 

THE  MARK 
OF  ACHIEVEMENT 


y 


CONSTELLATION 
MANHATTAN 


You're  looking  at  the  Omega  Manhattan.  The  finest  Swiss  quartz 
chronometer  money  can  buy. 

Water  resistant  to  100  feet.  In  stainless  steel, 
stainless  steel  and  14  K  gold,  18K  gold,  18K  gold  and  diamonds. 

It's  just  one  of  the  styles  in  our  Constellation  Manhattan  collection. 
Available  in  men's  and  women's  sizes,  only  at  the  most  exclusive  jewelers.  From  $995. 

For  the  name  of  your  nearest  dealer,  write  Omega  Watch  Corporation, 
Omega  Building,  301  East  57th  Street,  New  York,  New  York  10022. 
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brand-name  romance  titles  out  each 
month,  up  from  26  in  1979,  the  mar- 
ket is  glutted. 

Israel's  friendly  skies 

Two  years  ago  the  world's  govern- 
ment-owned airlines  were  about  $2 
billion  in  the  red,  but  none  was  as 
badly  off  as  El  Al,  Israel's  flying  life- 
line. It  was  dead  on  the  ground,  and  its 
managers  were  talking  of  dissolving 
it.  What's  more,  they  thought  their 
government,  despite  the  airline's  vital 
national  security  role,  would  go  along 
(Forbes,  Trends,  Oct.  25,  1982). 

Today  El  Al  (Hebrew  for  "to  the 
skies")  is  back  in  the  air  and,  wonder 
of  wonders,  reported  an  operating 
profit  of  $1.6  million  for  the  fiscal 
year  ended  Mar.  31 — also  the  first  fis- 
cal year  since  1982  the  line  had  oper- 
ated without  interruption.  "Don't  let 
that  number  mislead  you,"  says  Da- 
vid Schneider,  El  Al's  intense  U.S. 
general  manager.  Interest  payments 
produced  net  losses  of  $14.3  million. 
But  that  was  much  better  than  the 
$123.3  million  loss  the  year  before. 

The  comeback  started  with  receiv- 
ership in  December  1982.  Then  came 
a  deal  with  Histadruth,  the  labor  fed- 
eration that  is  Israel's  equivalent  of 
the  AFL-CIO.  El  Al's  eight  unions  had 
struck  it  69  times  in  the  previous  ten 
years;  henceforward,  only  Histadruth 
would  be  able  to  call  strikes.  Next 
came  ruthless  cost-cutting — $20  mil- 
lion from  operating  costs,  1,030  off 
the  4,700-worker  payroll.  Last  year 
the  number  of  El  Al  passengers  carried 
per  employee  was  a  high  328;  in  1982 
it  was  262. 

El  Al  is  still  100%  government- 
owned  and  adheres  strictly  to  Israel's 
theocratic  rules.  Every  meal  is  kosher 
and  none  of  its  planes  flies  on  the 
Sabbath.  So  El  Al's  jets  are  grounded 
more  than  36  hours  a  week,  a  night- 
mare in  an  industry  whose  gospel  is 
that  aircraft  make  money  only  in  the 
air.  Moreover,. El  Al  is  still  in  receiver- 
ship (but  paying  off  all  its  creditors), 
and  on  strike  in  the  U.S.  (where  it  gets 
60%  of  its  business).  The  line  is  stay- 
ing in  the  air  with  manager-level  help, 
120  of  the  220  IAM  strikers  who  have 
returned,  and  another  100  who  have 
been  hired.  Schneider  can  still  boast 
about  payload.  On  El  Al's  planes — 
seven  747s,  four  767s,  two  737s  and 
six  707s — it  is  a  sky-high  72%,  and 
during  the  peak  seasons  of  midsum- 
mer, Passover  and  Christmas,  rises 
past  90%.  Shalom! 
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OLYMPIC  GOLD. 
FIVE  MORE  WINNERS. 


A  Very  Unique  Coin 

The  1984  Olympic  Ten 

Dollar  Gold  Eagle  is  the 

first  U.S.  gold  coin  issued 

in  the  United  States  in 

over  half  a  century.  It's  the 

first  U.S.  Olympic  gold  coin 

ever  struck.  And  since  only  the 

host  nation  has  the  right  to  strike 

an  Olympic  Coin,  it  may  well  be  the    \ 

last  Olympic  gold  coin  minted  in  the 

United  States. 

Limited  Issue— Limited  Time 

This  is  a  very  limited  issue.  The  Treasury 
will  not  accept  orders  for  any  Olympic 
coins  postmarked  after  January  18, 1985. 
They  are  a  one-of-a-kind  collectible 
that  will  never  be  minted  again.  Need- 
less to  say,  there  is  very  little  time  left 
in  which  to  order. 

A  Precious  Gift  Of  Lasting  Value 

When  you  give  an  Olympic  coin,  you 
give  a  gift  of  precious  gold  that's  perfect 
for  celebrating  an  anniversay  a  birth- 
day, a  graduation,  a  birth,  a  marriage  or 
happy  holidays.  And  no  other  gift  could 
better  capture  the  memory  of  one  of 
the  finest  moments  in  our  nation's 
history— the  faces,  the  cheers  and  the 
pride  we  all  felt  during  the  historic  1984 
Olympic  Games. 

Five  Gold  Eagles 
With  A  Bright  Future 

The  complete  Olympic  Gold  Eagle 
collection  includes  five  1984  gold  coins. 
Three  of  the  proof  gold  coins  have  been 
struck  at  different  U.S.  Minting  facilities 
•Philadelphia,  San  Fran- 
cisco and  Denver.  Two 
Cf  the  coins,  the 
1984W  Gold  uncircu- 
lated and  the  1984W 
Gold  proof  are  being 
struck  at  the  West 
Point  bullion  depository. 
The  West  Point  coins  are 
the  first  ever  to  bear  a  "W"  mint  mark 
— the  first  new  mint  mark  in  more  than 
130  years.  Demand  for  these  Eagles 
has  been  very  high,  so  orders  will  be 
accepted  on  a  first-come,  first-served 
basis  while  the  coins  last.  The  mintage 
of  these  coins  is  extraordinarily  low 
and  there  is  a  very  real  possibility  that 
some  of  the  coins  will  be  sold  out  prior 
to  January  18,  1985. ..so  order  soon. 

Scarcity  Predicts 
A  Very  Bright  Future 

From  1 795  to  1932  more  than  56  million 
Indian  Head  and  Coronet  Gold  Eagles 
were  minted.  Today  a  fine  specimen  of 
either  coin,  in  flawless  condition,  could 
be  worth  thousands  of  dollars. 

Allow  6  to 
The  1984  P,  S  &  D 


The  1984  Olympic 
Gold  Eagle  Mint  Mark  Series 

Every  Olympic  Gold  Eagle  is  a  gem 
coin,  individually  inspected  and 
encapsulated  to  protect  its  flawless 
condition.  And  although  no  one  can  pre- 
dict any  coin's  future  value,  scarcity  will 
be  a  major  factor  in  the  determination 
of  that  value.  And,  as  the  following 
mintage  table  indicates,  the  supply  of 
Olympic  Eagles  is  very  limited  indeed. 

The  maximum  Olympic  Gold  Eagle 
minting  schedule  by  coin  is: 

1984W  (West  Point)  Proof  Gold  Eagle  1,360,000 

1984W  (West  Point)  Uncir.  Gold  Eagle  190,000 

1984P  (Philadelphia)  Proof  Gold  Eagle  150,000 

1984S  (San  Francisco)  Proof  Gold  Eagle  150,000 

1984D  (Denver)  Proof  Gold  Eagle  150,000 

Note:  We  will  mint  only  enough  Gold  Eagles 
to  meet  demand  or  until  a  particular  coin  is 
sold  out.  Only  seven  times  in  the  137  year 
history  of  minting  Gold  Eagles  have  fewer 
than  1 50,000  Gold  Eagles  been  minted  in  a 
single  year. 

Because  many  of  these  Olympic  Eagles 
have  been  sold  outside  the  U.S.  and 


many  customers  have 
bought  multiple  coins, 
we  estimate  that  even 
if  the  entire  two  million 
mintage  is  sold  out,  only 
one  American  in  every 
2,500  will  be  able  to  possess 
an  Olympic  Gold  Eagle. ..so  it's 
destined  to  be  a  rare  collectible. 
The  Experts  Agree 
The  American  Numismatic  Associa- 
tion, The  Professional  Numismatists 
Guild  and  the  Industry  Council  on  Tan- 
gible Assets  have  studied  the  Olympic 
Gold  Eagle  series  and  have  issued  the 
following  joint  statement: 

"We  believe  that  the  W  uncirculated 
and  new  P.S&D  proof  10  dollar  Eagle 
Olympic  gold  coins  represent  some  of 
the  most  exciting  and  interesting  coins 
in  modern  U.S.  coinage  history.  All  col- 
lectors should  seriously  take  note  of 
these  significant  U.S.-gold  coins." 

An  Extraordinary  Opportunity  To 
Own  And  Give  A  True  Collectible 

In  every  respect  an  Olympic  Gold 
Eagle  meets  all  the  criteria  associated 
with  a  fine  collectible.  Its  beauty  is 
undeniable.  Its  condition  is  flawless.  It's 
verylimited.lt  will  never  be  struck  again. 
And  right  now  it's  affordable.  Currently 
you  can  own  and  give  any  proof  Gold 
Olympic  Eagle  for  just  $352.00.  The 
W  uncirculated  Eagle  sells  for  just 
$339.00.  The  price  includes  a  $50.00 
donation  to  our  Olympic  movement... 
a  much  needed  donation.  It's  a  small 
price  to  pay  for  a  precious  gold  coin 
and  the  support  of  a  precious  posses- 
sion—Our future  Olympic  Teams. 


MAIL  ORDERS  TO:  THE  UNITED  STATES  MINT.  P.O.  BOX  6766, 
SAN  FRANCISCO,  CA  94101 


MB0041022E1B 


VERY  IMPORTANT- PLEASE  READ  Yes, 
please  accepl  my  order  lor  Olympic  coins 
I  understand  AN  sales  are  final  and  nol 
subject  lo  relund,  and  verification  ol  my 
order  will  be  made  by  the  Department  ol 
the  Treasury.  The  United  Slates  Mini  My 
coins  will  be  delivered  registered  mail  and 
may  be  in  multiple  shipments  My  order 
placed  by  credit  card  will  be  charged  im- 
mediately to  my  accounl  and  may  result  in 
finance  charges  or  other  lees  prior  lo  de- 
livery ol  coins  I  understand  orders  will  be 
processed  as  they  are  received,  and  il  bul- 
lion prices  use  significantly,  the  Mint  has 
the  right  to  discontinue  order  acceptance 
Once  order  is  accepted  however  it  will  nol 
be  cancelled  lor  thai  reason  I  have  read, 
understand  and  agree  lo  the  above 


Signature 


Quantity 

Option 

Item 

Each 

Total  Price 

16 

1984W  Proof  Olympic  Gold  Eagle 

$35200 

17 

1984P  Proof  Olympic  Gold  Eagle 

$352  00 

18 

1984S  Proof  Olympic  Gold  Eagle 

$352.00 

19 

1984D  Proof  Olympic  Gold  Eagle 

$352.00 

20 

1984W  Uncirculated  Gold  Eagle 

$339.00 

TOTAL 

Shipping  &  Handling 

$200 

GRAND  TOTAL 

Method  of  payment  □  Checks  Money  Order  O  VISA  ^MasterCard 


Exp  Date 


]  rrrr 


Name- 
City— 


.  Address. 

_  State 


-Z.p_ 


Signature 

f  SUPPORT  THE  HOME  TEAM. 

^yy      *  h  w  L  A  Olympic  Organizing  Committee 


8  weeks  for  delivery  of  1984W  Proof  and  Uncirculated  Olympic  Gold  Eagles. 

Proof  Olympic  Gold  Coins  will  be  shipped  via  registered  mail  through  February  1985. 


To  place  a  credit  card  order  by  phone  and  confirm  shipping  date  call  toll  free  your  nearest  Official  Olympic  Coin  Distributor: 
PandaAmerica  Corp.  (CA)  1-800-472-6327  •  Numismatics  Ltd.  (CA)  1-800-421-0678  Mantra  Tordella  &  Brookes  Inc.  (NY)  1-800-223-5818  •  Paramount  Corp.  (FL)  1-800-327-9853. 


For  more  information  call  l-8( 


-800-462-1075) 


"Bouncing  laser  beams 
off  satellites 
to  measure  shifts 
in  the  earth's  surface? 

GEE!'' 


(No,  GTE!) 


If  you  could  see  a  picture  of  the 
earth  two  hundred  million  years  ago, 
you'd  barely  recognize  it. 

That's  because  the  earth's  sur- 
face is  constantly  shifting.  Impercep- 
tibly, perhaps,  but  shifting  all  the 
same. 

Well,  thanks  to  GTE,  there's  a 
way  to  measure  those  shifts.  By 
putting  special  satellites  (they're 
called  geodesic)  up  in  space  and 
bouncing  an  equally  special  type  of 
GTE  high-powered  laser  beam  off 
them. 


By  measuring  the  travel  time  of 
the  laser  beam  back  and  forth,  mi- 
nute movements  of  the  earth's  crust 
can  be  determined. 

This  satellite-laser  system  is  one 
of  the  most  remarkable  develop- 
ments to  date  in  the  area  of  global 
geophysical  investigations.  GTE 
has  also  pioneered  the  use  of  lasers 
for  other  applications  —  fiber  optic 
transmissions,  for  example. 

The  laser,  obviously,  has  great 
potential.  And  we're  trying  to  make 
it  even  greater. 


They  will  be  free 

Sir:  Thanks  for  "A  Certainty:  Rus- 
sia's European  'Allies'  will  again  be 
independent"  (Fact  and  Comment,  Sept 
24).  You  are  eminently  correct.  We 
must  never  let  the  people  of  Eastern 
Europe  think  we  are  reconciled  to 
their  permanent  involvement. 
— Ronald  Reagan 
The  White  House 
Washington,  DC. 


Unjust  prop 

Sir:  Your  article  "Howard  farvis'  new 
crusade"  (Sept.  24)  does  an  injustice  to 
the  citizens  of  California  by  ignoring 
the  havoc  Proposition  36  would 
wreak  on  our  economy.  The  Califor- 
nia Chamber  of  Commerce  and  others 
oppose  Proposition  36. 

These  groups  argue  the  initiative 
would  .  .  .  have    a    negative    impact 
upon  future  economic  growth. 
— Ann  Carlson 
Consultant, 

California  Senate  Office  of  Research 
California  Legislature 
Sacramento,  Calif. 


Disabling  attitude 

Sir:  The  fact  that  wheelchair  design 
stagnated  for  decades  (and  finally  was 
improved  by  a  paralytic)  illustrates 
how  the  healthy  often  put  the  dis- 
abled out  of  mind  ("De-handicapping 
the  handicapped,"  Sept.  24).  That  same 
attitude  discouraged  research  to  cure 
paralytics  instead  of  simply  rehabili- 
tating them — until  recently. 
— Kent  Waldrep 
President, 

American  Paralysis  Association 
Dallas,  Tex. 


Bee  2 ar re  theory 

Sir:  Professor  Meselson's  rather  bi- 
zarre theory  of  bee  feces  ("The  'Yel- 
low Rain'  Sting,"  Fact  and  Comment, 
Sept.  10)  has  been  examined  and  found 
wanting  by  several  American  and 
Canadian  scientists,  as  reported  at  the 
recent  First  World  Congress:  New 
Compounds  in  Chemical  and  Biologi- 
cal Warfare. 

Even  assuming  that  his  theory  had 
any  merit,  why  wasn't  the  general 
population  in  the  Hmong  area  affect- 
ed, rather  than  specific  villages2  Or 
why  have  yellow  rain  symptoms  nev- 


Readers  Say 


er  been  observed  before  or  since  the 
Vietnam  War? 

The  evidence  of  the  use  of  chemical 
weapons  by  the  Soviets  or  their  client 
states  in  Southeast  Asia,  Iran  and  Af- 
ghanistan is  simply  too  large  and  in- 
creasingly documented  by  other  gov- 
ernments to  ignore. 
— Roger  F.  fones 
Broomall,  Pa. 

Sir:  If  there  were  even  an  iota  of  truth 
in  the  pink  Professor's  report,  mil- 
lions of  the  world's  population  near 
orchards  and  farms  would  die  annual- 
ly as  trillions  of  bees,  doing  their 
thing,  spread  their  feces. 

Save  the  hot  air  for  Sphinx  II. 
— W.G.  Brueckheimer 
Clermont,  Fla. 


Not  guilty  ofchem  warfare 


We  repair 

Sir:  Your  "Mr.  Fixit"  article  (Aug.  13) 
incorrectly  states  that,  unless  you 
lease  or  have  purchased  your  phone 
from  AT&T  with  a  warranty  agree- 
ment, you  can't  get  AT&T  to  repair  it. 
AT&T  will  repair,  if  at  all  possible, 
any  AT&T-manufactured  telephone, 
whether  in  warranty  or  not;  there  is, 
of  course,  a  charge  if  the  phone  is  out 
of  warranty. 

Customers    can    bring   an    AT&T 
phone  to  any  AT&T  Consumer  Sales 
&  Service  Phone  Center  or  ship  the 
set  to  an  AT&T  Consumer  Products 
Repair  Center. 
— Dudley  A.  Burgess 
Director-Operations, 
Consumer  Sales  &  Service 
AT&T 
Parsippany,  N.J. 


Saved  by  rest  of  magazine 

Sir:  Your  remarks  concerning  Presi- 
dent    Reagan's     radio     remarks     on 


bombing  the  Prussians  (Fact  and  Com- 
ment, Sept.  10)  make  me  sometimes 
wonder,  Why  subscribe  to  Forbes? 
Fortunately,  there  are  other  sections, 
interesting  and  informative. 
— -John  Edwin  Hacker 
Stockton,  Calif. 

Sir:  The  greater  fool  is  the  defender  of 
the  fool. 

Cancel  my  subscription  post-haste. 
— -Jim  Mickelson 
Abilene,  Kans. 

Sir:  What  would  our  reaction  be  if  Mr. 

Chernenko  displayed  similar  "good 

humor"? 

— Randall  A.  Cummings 

Sarasota,  Fla. 

We  and  the  rest  of  this  world  would 
sure  be  better  off  if  the  Russians  had  a 
sense  of  humor. — MSF 


Reforming  class  actions 

Sir:  I  have  sent  a  copy  of  the  article 
"The  final  insult"  (Sept.  10)  to  Chief 
Justice  Burger  of  the  Supreme  Court.  I 
hope  that  it  and  other  criticisms  of 
the  "class  action"  procedures  will  in- 
duce him  to  recommend  to  the  Su- 
preme Court  that  Rule  23  of  the  Fed- 
eral Rules  of  Civil  Procedure,  permit- 
ting class  actions,  requires  reform. 

The  few  firms  specializing  in  class 
actions  have  obtained  multimillion- 
dollar  incomes,  while  the  injured  par- 
ties receive  practically  nothing. 
— I.  Walton  Bader 
White  Plains,  NY. 


Better  grades 

Sir:  Your  Annual  Mutual  Fund  Sur- 
vey (Aug.  27)  contained  a  significant 
error  in  National  Aviation  &  Tech- 
nology Fund's  performance.  Our  aver- 
age annual  total  return  over  the  past 
93/4  years  was  24.2%,  substantially 
better  than  both  the  broad  market  in- 
dexes and  the  mutual  fund  industry 
composite.  This  is  more  than  twice 
the  figure  you  stated. 
— Barry  Gordon 
President, 

National  Aviation  &  Technology 
New  York,  NY. 

Reader  Gordon  is  correct.  The  Forbes 
performance  rating  in  up  and  down 
markets  should  have  been  C  and  B, 
respectively. — Ed. 
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Could  this  be  the  end  of  the  station  wagon?. 


$17,915  Manufacturer's  suggested  retail  price  Title,  taxes,  transportation,  dealer  delivery  charges  additional 


/^■Tv  Yes.  The  Audi  5000S  Wagon 
(^£p  brings  higher  meaning  to  the 
term.  Drive  it  and  the  last  automobile  in 
the  world  you  think  you're  in  is  a  "station" 
wagon. 

Engineered  for  performance  and 
handling.  With  54  years  of  front-wheel 
drive  experience  beneath  it,  a  high- 
efficiency  5-cylinder  engine  reaches 
triple-digit  Autobahn  speeds  with  a  0  to 
50mph  8.4-second  opening  act.  As  for 
handling,  cornering  and  directional  control 
in  crosswinds,  it's  exactly  what  you'd  ex- 


pectfrom  advanced  German-engineering. 
A  more  functional  5000S.  The  height 
and  width  of  the  5000S  Wagon  are  the 
same  as  the  external  dimensions  of  the 
5000S,  recognized  as  one  of  the  world's 
most  aerodynamic  luxury  sedans.  In  fact, 
it's  equipped  with  all  the  features  of  its 
already  legendary  cousin,  including  a  su- 
perior aerodynamic  rating.  It  also  comes 
equipped  with  some  specialties  of  its 
own,  like  a  sophisticated  suspension 
system  to  handle 
added  cargo  weight. 


What  about  the  end  of  the  wagon?  It 

is  a  carpeted  6'6"  length  cargo  area  with 
additional  storage  space  under  the  deck 
(with  the  rear  seats  down,  you  get  76.8 
cubic  feet  of  carrying  space).  The  tailgate 
opens  flush  with  the  rear  deck  for  easy 
access.  And  that's  the  real  beauty  of  the 
Audi  5000S  Wagon.  It's  a  wagon  when 
you  need  a  wagon. 

For  nearest  dealer,  call  toll  free:  1-(800) 
FOR-AUDI  within  the  continental  U.S. 

Audi:  the  art  of  e  Sneering. 


THE  TOSHIBA  FS.T 

IT'S  WIRED  FOR  EVERYTHING  YOU  CAN  IMAGINE. 

INCLUDING  THE  FUTURE. 


Some  people  still  think  a  television  set  is  for  watching  television,  period. 

At  Toshiba,  we  think  that's  only  the  beginning. 

We've  focused  our  enormous  technical  resources  on  turning  the 
family  TV  set  into  a  family  communications  center.  To  succeed,  we 
had  to  do  more  than  keep  up  with  today's  video  technology.  We  had 
to  leap  several  steps  ahead. 

The  result  is  Toshiba's  remarkable  Videologic  Receiver/Monitor. 
It's  available  right  now,  yet  it  wires  you  in  to  just  about  every  develop- 
ment that's  likely  to  come  along  in  the  next  decade.  Like  direct 
broadcast  satellite  (DBS),  Teletext,  and  countless  other  future  wonders. 

Meantime,  the  Toshiba  Videologic  lets  you  plug  into  home  video 
movie-making,  stereo  sound,  computer  keyboard  hook-ups,  remote 
controlled  access  to  133  cable  stations,  and  every  other  available 
video  application. 

So  much  for  the  Videologic's  brain.  Now  its  heart:  the  F.S.T. 
BLACKSTRIPE"5  picture  tube.  It  provides  the  squarest,  flattest  screen 
ever  for  a  brighter,  cleaner,  bigger  picture. 

The  Toshiba  Videologic  Receiver/Monitor.  It's  your  direct  line 
into  the  future. 


■  illlHMI 


Simulated  picture 


InTbuch  with  Tomorrow 

TOSHIBA 


For  further  information  write.  Toshiba  America,  Inc  82Totov  a  Rd   Wayne  New  Jersey  07470  or  Toshiba  Hawaii,  Inc    327  Kamakee  St.,  Honolulu,  Hawaii  96814 


'With  all  thy  getting  get  understanding' 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


SUICIDAL  TERRORISTS  CANNOT  SET  U.S.  FOREIGN  POLICY 


In  a  free  country  anybody  is  free  to  propose  most  any 
sort  of  policy,  be  it  ever  so  senseless — like  urging  that  we 
pull  our  Embassy  out  of  Lebanon  because  of  the  latest 
bloody  bombing  massacre. 

The  U.S.  withdraws  diplomatic  representation  in  a  coun- 
try only  when  we  have  severed  relations  with  the  country. 

That  isn't  remotely  the  case  in  Lebanon. 


It  is  essential  to  devise  more  effective  defenses  against 
fanatics  who  don't  mind — even  relish — dying  to  humble 
the  U.S.  and  every  ideal  for  which  we  stand. 

But  the  first  essential  is  that  we  determine  our  foreign 
policy,  our  relations  and  representations  with  all  other 
nations.  Those  decisions  cannot  be  left  to  madmen  (of 
whom  we  have  our  own  share). 


CAN  YOU  BELIEVE  THAT  SOME  ARMY  BRASSHEADS 


are  refusing  to  test  whether  the  new  Bradley  personnel 
carrier  with  its  aluminum  exterior  is  highly  explodable/ 
combustible  if  hit  in  combat?  Reports  Gerald  Seib  in  the 
Wall  Street  Journal: 

"Some  weapons  experts  have  asserted  that  a  strike  by  an 
antitank  rocket  would  kill  all  of  the  crew  members  in  a 
flash  fire  driven  by  chemical  reactions  and  the  vehicle's 
fuel  and  ammunition. 

"The  documents  indicate  that  some  senior  Pentagon 
officials  have  been  urging  the  Army  to  test  a  Bradley 

SCORE  A  MIGHTY  BIG  ONE 

GM  not  only  didn't  strike  out  in  its  labor  negotiations, 
but  it  struck  a  bargain  of  enormous  potential  for  dynamic 
progress  in  the  rest  of  unionized  industrial  America. 

The  contract's  golden  nubbin:  In  return  for  GM's  agree- 
ment not  to  lay  off  any  worker  displaced  by  new  technolo- 
gy, productivity  gains,  plant  consolidations  or  work  trans- 
fers, General  Motors  is  freed  to  do  all  these  things  that  are 
vital  to  keep  U.S.  cars'  competitive  vitality.  Workers  thus 
put  into  a  "job  opportunity  bank"  can  enter  training  pro- 


vehicle  with  a  full  load  of  ammunition  and  fuel  by  hitting 
it  with  a  rocket.  Col.  fames  Burton,  an  Air  Force  officer 
working  in  the  Pentagon's  Research  and  Engineering  of- 
fice, charged  in  a  memo  this  summer  that  tests  of  fully 
loaded  vehicles  'were  deliberately  avoided.'  Each  vehicle 
costs  about  $1.5  million." 

While  it  wouldn't  be  appropriate  to  make  those  re- 
sponsible for  avoiding  such  a  test  sit  in  this  personnel 
carrier  during  one,  surely  they  ought  to  be  fired  in  the 
less  literal  sense. 

FOR  GM'S  ROGER  SMITH 

grams  or  transfer  to  other  plants  or  enter  entirely  new  jobs 
or  temporarily  fill  in  at  other  jobs — at  their  regular  pay. 
During  a  lengthy  discussion  the  other  day  with  an  ebul- 
lient Roger  Smith,  he  commented  that  "this  historic  con- 
tract is  really  good  for  everyone.  Under  its  provisions  we 
can  do  the  things  that  we  must  to  grow,  and  the  results  in 
due  course  will  be  more  jobs,  not  less." 

When  this  man  took  over  as  GM's  CEO,  I  thought  to 
myself  that  again  this  giant  corporation  has  put  the  steer- 
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ing  wheel  in  the  hands  of  another  cost-conscious  chief 
whose  predecessors  had  homogenized  GM  products  to  the 
point  where  they  cost  sales.  Pennies  saved  at  the  price  of 
big-buck  profits. 

How  happily  wrong  that  premise  has  turned  out  to  be. 
Roger  Smith  has  recharged  the  GM  battery,  reorienting  its 

GREAT  IDEA!  AND  WE'RE 

W.E.  Chilton  III,  publisher  of  the  Charleston  (W.Va.) 
Gazette,  has  announced  that  the  newspaper  will  sue  to 
recover  its  legal  costs  from  lawyers  who  file  libel  suits  that 
the  Gazette  considers  frivolous  or  malicious.  "I'm  sick 
and  tired  of  being  sued  by  lawyers  who  have  no  idea  what 
the  First  Amendment  is  about,  and  bring  suit  either  to 
harass  the  newspaper  or  because  they  don't  know  what 
they're  doing  or  don't  have  the  guts  to  tell  their  client  they 
don't  have  a  case,"  said  Mr.  Chilton. 

Of  the  12  libel  suits  now  in  progress  against  the 
newspaper,  its  lawyers  have  filed  or  plan  to  file  motions 
for  recovery  of  legal  costs  in  nine  cases  that  they  feel  fit 
in  this  category. 


divisions  so  they're  back  to  being  fully  in-house  competitive 
once  more.  He's  redelegated  authority  and  responsibility  to 
those  GM  Heads  who're  held  accountable.  The  world's 
biggest  industrial  company  is  once  again  excited,  exciting. 
In  the  words  of  Scotland's  greatest  bard,  Robbie  Burns, 
"A  mighty  smith  is  he." 

GOING  TO  DO  LIKEWISE 

At  Forbes  we  get  threatened  with  infinitely  more  suits 
than  ever  get  filed.  The  threats  sometimes  precede  an 
article  in  the  hopes  of  deflecting  it.  Or,  after  the  fact,  on 
lawyerly  letterheads  (i.e.,  strings  of  names)  come  demands 
for  retractions,  equal  space  and  other  ultimatums  designed 
to  soothe  the  egos  of  clients  and  justify  the  size  of  the 
ensuing  fees.  Few  get  filed  and,  in  our  experience,  most 
that  do  are  either  meritless  or  aimed  at  keeping  us,  during 
interminable  legal  proceedings,  from  dealing  with  corpo- 
rate and  executive  derelictions.  They  don't. 

The  Charleston  Gazette  suggests  a  course  of  action  that 
sounds  like  a  wise  and  effective  supplement  to  mere 
defense. 


AN  EDUCATIONAL  SYSTEM  WITHOUT  COMPUTERS 

is  a  contradiction  in  terms. 

Computer  incubation  should  begin  when  school  does. 

TWO  FIRST  RATE  TV  INSTITUTIONS 

Merv  Griffin — a  nice  guy  who  doesn't  wear  out.  May  his     demon  who's  devoting  his  life  to  sadistic-like  pursuit  of 


days  and  programs  be  infinite. 

60  Minutes.  Rarely  less  than  the  Number  One  it 
deserves  to  be.  (The  real  wonder  is  that  it  is.)  For 
instance,  a  recent  one  about  an  infuriating,  self-righteous 


the  parents  of  Baby  Jane  Doe  had  my  wife  and  me 
flinging  expletives  at  the  tube.  The  air  may  be  too  full  of 
too  much  TV  inanity,  but  just  this  hour  alone  makes  it 
worthwhile  to  have  a  set  at  hand. 


AMONG  THE  NEW  YORKER  MAGAZINES  BEGUILING  FEATURES 


are  the  comments  on  wee  newspaper  items  that  miss — 
either  misspell  or  misuse  words.  So  it's  with  apologies  to 
our  colleague  that  we  do  likewise  with  this,  received 
from  Logan  Miller  of  Hathaway  Advertising  Agency  in 
Evansville,  Ind. 

CANNY  OLD  BEN  DIDN'T  JUST 

Probably  only  students  of  the  American  Revolution 
recall  that  it  was  the  Stamp  Act,  a  tax  by  George  III  on 
publications,  along  with  the  tax  on 
tea  that  ignited  the  Event. 

In  a  fascinating  letter  from  Lon- 
don in  June  1765,  Franklin  writes: 

"The  Necessity  you  must  I 
der  of  paying  Ready  Money  to  the 
[Stamp]  Office,  will  however  be  a  good  reason  for  not 
giving  Credit  for  the  Papers  and  I  advise  you  therefore  to 
require  a  Year's  Pay— beforehand  of  every  Subscriber,  and 
make  it  a  Rule  never  to  send  a  Paper  beyond  the  Time 


"Indiana  Bell  is  spending  nearly  $2  in  its  Evansville 
switching  office  at  134  N.W.  Sixth  St.  to  make  the  office 
the  primary  switching  point  for  Southern  Indiana.  The 
work  is  due  for  completion  late  this  year." 

— Evansville  Sunday  Courier  &)  Press 

HAPPEN  ON  HIS  APHORISMS 

without  a  fresh  Advance.  You  will  also  undoubtedly  raise 
the  Price  of  the  Paper  proportionally  and  demand  ready 
Money  for  all  Advertisements.  By 
these  Means  I  doubt  not  but  the 
clear  Profits  will  be  as  great  as  ever 
they  have  been  considering  our 
prodigious  Loss  by  giving  Credit." 
In  this  missive's  ultimate  irony, 
he  observes  of  the  Act  that  later  impelled  his  (and  our) 
Revolution,  "One  Advantage  you  will  also  find;  that  it  will 
not  be  so  easy  for  any  new  Printer  to  set  up  a  new  Paper." 
Our  old  Ben  never  missed  a  trick. 
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ALL  OF  US  HERE 
WORK  HARD  AT 

trying  to  keep  this  magazine's  read- 
ers aware  of  what's  happening,  some- 
times ahead  of  what's  going  to  hap- 
pen, and  never  less  than  abreast  of 
the  times. 

The  other  day  one  of  the  editors  point- 
ed out  that,  in  the  very  first  issue  of 
Forbes,  67  years  ago,  two  references 
on  the  cover  showed  how  far  ahead  we 
were  then  on  a  subject  that  is  now 
termed  Women's  Lib. 


FORBES 
MAGAZINE 


FINALLY,  A  FIRM  GRIP  ON  A  MAJOR  GRAPE  GRIPE 


v 


Except  for  some  sort  of  chef-like  uncom- 
mon reason,  who  in  his  right  mind  would 
buy  grapes  with  seeds  when  seedless  were 
available?  The  one  seedless  variety  on  fruit 
counters  has  been  green,  and  it  enjoys  over  half  the 
market.  Until  now,  if  you  wanted  red  grapes  you  paid  the 
price  in  pits. 


Cecile  Brunswick/ Peter  Arnold 


But,  at  long  last,  in  marketable  quantities  there's  a 
seedless  red  called  Flame,  and  its  sales  are  spreading  like 
prairie  fire. 

Praise  be  to  Flame's  fathers  from  the 
grape  eaters  of  the  world. 

May  other  equally  magnitudinous  chal- 
lenges be  met  with  equal  success. 


0 


NICE  PEOPLE 

always  are. 


MOST  OF  US  ARE  NICE 

when  others  are. 


BOOKS 

•  The  Kennedys:  An  American 
Drama — by  Peter  Collier  &.  David 
Horowitz  (Summit  Books,  $21.95). 
Devastating  to  all  three  generations. 
This  volume  leaves  the  living  Ken- 
nedys dead  in  the  political  waters — 
if  you  think  you've  heard  little  or 
nothing  from  Teddy  in  recent 
months,  you'll  be  hearing  less.  It's  a 

saga  for  sure,  but  between  these  covers,  the  mythology  of 

the  name  is  blown  away. 

Excerpt:  Stealing  a  glance  at  her  frail,  sickly  brother^ 


Eunice  asked,  "Daddy,  do  you  really  think  lack  can  be  a 
congressman!"  The  Ambassador  smiled.  "You  must 
remember — it's  not  what  you  are  that  counts,  but  what 
people  think  you  are." .  .  .  Ultimate  control  always  rest- 
ed with  the  Ambassador  [Joseph  Kennedy],  who  with  his 
cronies  was  working  behind  the  scenes  from  his  suite  at 
the  Ritz.  Mark  Dalton,  a  Navy  veteran  just  out  of  law 
school  who  was  hired  first  as  speech  writer  and  later  as 
campaign  manager,  recalls  always  having  to  go  to 
Kennedy's  inner  sanctum  for  his  orders:  "He'd  be  sitting 
in  his  hotel  room,  somewhat  in  shadow.  With  him 
would  usually  be  foe  Timilty,  former  Police  Commis- 
sioner, and  Archbishop  Cushing.  In  this  sense  he  was 
surrounded  by  the  powers  sacred  and  secular,  both  of 
them  subordinate  to  him.  I  remember  once  when  he  got 
mad  at  Cushing  and  yelled,  'Who  the  hell  does  he  think 
he  is!  If  he  wants  that  little  red  cardinal's  hat  he'd 


better  shape  up  because  I've  got  a  hell  of  a  lot  more 
friends  in  Rome  than  he  does.'  It  was  strong  stuff  for  a 
young  Catholic  man  like  myself.  Going  to  see  Mr. 
Kennedy  in  those  days  was  like  going  to  visit  God." 


TOUGH  GUYS 
DON'T  DANCE 


Tough  Guys  Don't  Dance — Nor- 
manMailer  (Random  House,  $16.95) — 
and  as  a  murder  mystery/suspense  au- 
thor, neither  does  Norman.  If  you  ig- 
nore the  plot,  most  of  the  writing  is, 
of  course,  more  splendid  Mailer. 

Excerpts:  He  had  that  much-mas- 
saged look  of  a  man  whose  money 
makes  money  while  he  sleeps.  .  .  .  I 
heard  my  mother  say  in  a  gentle  voice, 
"Douglas,  you  never  say  that  you  love  me.  Not  once, 
Douglas, "  she  repeated,  "do  you  ever  say  you  love  me. "  He 
did  not  reply  for  a  minute,  but  then  he  answered  in  an  Irish 
street  voice — it  was  his  declaration  of  love — "I'm  here, 
ain  'til" .  .  .In  the  days  when  I  used  to  be  a  bartender,  I  had 
watched  over  a  few  customers  like  myself.  They  never 
bothered  you  until  they  did.  Then  the  room  could  get 
smashed.  .  .  .  Madeleine  had  worked  as  a  hostess  for  years 
in  a  good  New  York  bar  and  restaurant  and  she  did  not  like 
to  have  her  poise  nicked.  Her  trembling  had  most  certainly 
stopped,  but  her  voice  was  not  where  she  would  have 
placed  it.  "Let  me  lay  the  facts  of  life  on  you,"  she  said. 
"You  can  stay  in  my  house  about  five  minutes  before  the 
neighbors  will  start  phoning  each  other  to  find  out  who  you 
are. "  She  glanced  out  the  window.  "Did  you  walk  here!" 
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Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editors  mind.  -MSF 


Worth  the  Wait 

Hackensack,  N.J. — Thousands  of 
first-time  home  buyers,  many  of 
whom  spent  the  weekend  camped 
outside  lending  institutions,  sought 
applications  today  for  mortgage  loans 
of  3  to  6  percentage  points  below  con- 
ventional rates. 

Outside  the  Globe  Mortgage  Com- 
pany at  110  Main  Street  here,  "it 
was  like  a  W.P.A.  work  camp,"  said 
Murray  L.  Beer,  company  president. 
"There  were  150  to  200  people  all 
along  the  sidewalk  for  three  blocks, 
in  tents,  sleeping  bags  and  makeshift 
shelters." 

Conventional  fixed-rate  mortgages 
are  about  14%,  while  under  this  pro- 
gram, a  first-time  home  buyer  re- 
ceives a  30-year  mortgage  at  a  fixed 
rate  of  10.65%.  "The  difference  could 
be  substantial,"  Mr.  Beer  said.  "On  a 
$75,000  mortgage,  the  savings 
amount  to  $194  a  month  or  $69,904 
over  the  life  of  the  mortgage." 

— Alfonso  A.  Narvaez, 
New  York  Times 


Red  Free  Speech 

As  the  story  goes,  an  American  visi- 
tor to  Moscow  was  arguing  the  issue 
of  free  speech  with  a  Soviet  citizen. 

"I  can  stand  in  front  of  the  White 
House  and  shout,  'Down  with  Reagan, ' 
and  nothing  will  happen  to  me,"  the 
American  declared.  "But  you  wouldn't 
dare  demonstrate  in  Red  Square." 

The  Russian  replied:  "Of  course  I 
would.  I  could  shout,  'Down  with 
Reagan,'  anytime,  and  nothing  wpuld 
happen  to  me,  cither." 

— Marvin  Stone,  Editor-in-Chief, 
U.S.  News  e)  World  Report 

Board  with  Accountant 

Were  you  surprised  when  the  board 
fired  you? 

Quite  honestly,  I  was.  The  com- 
pany had  reached  a  new  phase.  My 
skills  had  been  successful  in  bringing 
it  to  this  phase.  My  accounting  back- 
ground was  a  problem  hoard 
and  the  creditors.  i  >  pe  of 
the  accountant  remained  ■ 
what  I  did. 

Has    the    experien 
around  a  company  and  then 
fired  changed  you? 

The  next  time  around 
attentive  to  the  board  relationship  and 


probably  spend  more  time  on  the  public 
image  aspects,  assuming  it  isn't  an- 
other Chapter  11.  I  didn't  understand 
the  depth  of  the  board's  frustration. 
Clearly,  to  be  surprisedby  a  constituen- 
cy that  important  isn't  desirable. 
— Joe  Freeman,  AM  International's 
just-fired  CEO,  Wall  Street  Journal 


An  increase  is  when  my 
taxes  go  up;  a  reform  is 
when  someone  else's  do. 

— Michael  Kramer, 
New  York  Magazine 


English  Weekend 

Packing  has  particular  importance 
if  your  weekend  is  in  a  house 
equipped  with  a  butler.  It  is,  of 
course,  easy  to  distinguish  the  butler 
from  the  other  guests  as  he  will  be 
the  one  displaying  the  most  obvious 
sense  of  superiority. 

— Caroline  Hunter,  in  M 

Answer  Is  Clear 

"Ask  yourself:  What  would  become 
of  Europe  if  the  U.S.  withdrew?  What 
would  become  of  Africa  if  Europe  fell 
under  Soviet  domination?  What  would 
become  of  Europe  if  the  Middle  East 
came    under    Soviet    control?    What 


would  become  of  Israel  if  surrounded 
by  Soviet  client  states?  What  would 
become  of  Asia  if  the  Philippines  or 
Japan  fell  under  Soviet  domination? 
What  would  become  of  Mexico  if  Cen- 
tral America  became  a  Soviet  satellite? 

"What  then  could  the  U.S.  do?  .  .  . 

"The  U.S.  cannot  remain  an  open, 
democratic  society  if  we  are  left 
alone — a  garrison  state  in  a  hostile 
world.  .  .  .  We  cannot,  therefore,  be 
indifferent  to  the  subversion  of  oth- 
ers' independence  or  to  the  develop- 
ment of  new  weapons  by  our  adversar- 
ies or  of  new  vulnerabilities  by  our 
friends." 

— Jeane  Kirkpatrick, 
U.S.  Ambassador  to  the  UN 

Chain  Letter 

Dear  Friend: 

This  letter  was  started  by  a  woman, 
like  yourself,  in  hopes  of  bringing  re- 
lief to  tired  and  discontented  women. 

Send  a  copy  to  five  (5)  of  your 
friends  who  are  just  as  tired  of  it  all  as 
you,  then  pack  up  your  husband  and 
send  him  to  the  woman  whose  name 
is  at  the  top  of  the  list. 

When  your  name  comes  up,  you 
will  receive  16,478  men. 

Have   faith   and    don't   break    the 
chain.  One  woman  broke  the  chain 
and  got  her  own  S.O.B.  back. 
Sincerely, 

A  Discontented  Wife 
P.S.  At  the  time  of  this  letter,  a  friend 
of  mine  had  received  183  men.  They 
buried  her  yesterday,  but  it  took  three 
(3)  undertakers  thirty-six  (36)  hours  to 
take  the  grin  off  her  face. 

— "Jab's  Gab," 
Benton  County  Enterprise,  Mo. 


We  got  it!  We  got  the  pyramid  contract!" 
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Chubb  People. 

They  can  relax  about 
the  things  they  own. 

Chubb  people  put  a  great  deal 
of  thought  and  effort  into  the  way  they 
live.  Their  homes  and  possessions 
matter  too  much  to  trust  to  anybody 
but  Chubb. 

The  more  you  have  to  protect, 
the  more  you  need  Chubb. 

Since  1882,  Chubb  has  been  the 
preeminent  insurer  of  valuable  homes 
and  the  belongings  they  contain. 
Chubb  insures  more  jewelry  than  any- 
one else  in  the  world.  Works  of  art, 
antiques,  fine  automobiles— Chubb 
brings  unique  expertise  to  each. 

Chubb  is  a  special  kind  of 
insurance  company,  with  a  sense  of 
responsibility  that  goes  as  deep  as 
your  sense  of  ownership.  Nothing 
proves  this  more  than  the  way  Chubb 
settles  claims  when  a  loss  does  occur. 

There's  rarely  a  problem  with 
the  amount  of  a  settlement,  because 
Chubb  is  careful  to  establish  proper 
values  when  they  insure  a  fine  home. 
A  Chubb  appraiser  visits  the  house 
and  inspects  it  detail  by  detail.  Ap- 
praisals of  fine  art,  jewelry  and 
other  valuables  are  also  reviewed 
by  Chubb's  specialists. 

Chubb's  claims  personnel  know 
that  their  job  is  to  settle  claims,  not 
complicate  them.  They  have  the 
knowledge,  the  authority  and— most 
important— the  commitment  to  settle 
most  claims  within  a  week. 

When  you're  insuring  your  home 
and  your  possessions,  it's  good  to  be 
Chubb  people. 

Phone  Chubb  at  800-922-0533 
for  a  complimentary  brochure  and 
the  name  of  your  local  independent 
Chubb  agent  or  broker. 


KZ 


CHUBB 
Insuring  proud  possessions  since  1882. 
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The  Chubb  Group  of  Insurance  Companies 
is  proud  to  participate  in  "American  Playhouse' 
Watch  for  it  on  PBS. 


p  A  Transamerica  Company 
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BUDGET  HAS  MORE  LINCOLNS 


»« 


Only  Budget  puts  a  fleet  of  20,000     Offer  available  at  most  major  airports  except  follow-  - 
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Budget  has  more  Lincolns  at  participating  airport,     coverages  additional, 
downtown  and  suburban  locations  than  any  other  car 
rental  company. 
For  reservations  and  information,  see  the  Yellow 

PageS,Cal!  your  travel  COnSUltant,Or  Budget  toll  free:      Offer  also  available  at  selected Sears Rent  a  Car  locations. 


Sears 


Use  your  Sears  credit  card  at  autho- 
rized distribution  centers  located  in 
most  Budget  offices  For  reservations, 
call  toll  free  800-527  0770. 


800-527-0700 


Fact  and  Comment  II 

By  M.S.  Forbes  Jr.,  Deputy  Editor-in-Chief 


THE  IMMEDIATE  THREAT  TO  ISRAEL'S  SECURITY  THESE  DAYS 


comes  from  economists. 

Israel  is  racked  by  400%  inflation,  a  punishing  tax  code, 
an  enormous  foreign  debt,  a  statist,  stifling  government, 
an  overly  generous  welfare  system,  a  huge  defense  budget. 

Dramatic  action  is  clearly  called  for  and,  after  indecisive 
elections  and  months  of  political  maneuvering,  a  "unity" 
cabinet  was  formed  to  provide  it. 

Sadly,  the  government  seems  ready  to  take  the  kind  of 
medieval  actions  economists  routinely  prescribe  for  devel- 
oping countries — austerity  and  more  austerity.  A  troubled 
state  like  Israel  must  curb  "excessive"  consumption,  the 
theory  goes.  This  painful  but  necessary  belt-tightening 
will  reduce  inflation  as  well  as  imports.  Israel  will  be 
poorer  but  healthier  and  eventually  will  be  in  a  position  to 
grow  again.  Mexico,  Brazil  and  other  countries  are  follow- 
ing the  same  diet. 

The  diet  is  badly  unbalanced.  When  a  nation  gets  into 
trouble,  economists  are  quick  to  apply  the  castor  oil,  but 
they  give  short  shrift  to  advocating  sensible  incentives  for 
economic  growth.  The  last  thing  Israel  needs  now  is  more 
taxes  and  more  controls  on  the  economy,  which  are  just 


what  she  is  likely  to  get.  Israel,  moreover,  could  be  hurt 
another  way — more  emigration. 

In  Israel's  case,  the  solutions  are  clear-cut:  a  deep  slash 
in  tax  and  tariff  rates,  a  monetary  reform  that  links  the 
shekel  to  the  dollar,  and  a  reduction  in  government  domi- 
nation of  economic  activity. 

Personal  income  tax  rates  hit  60%  at  around  $10,000; 
corporate  taxes  can  go  as  high  as  61%.  It's  tough  to 
encourage  people  to  get  ahead  with  obstacles  like  those. 

The  Israelis  are  a  hardworking,  innovative,  well-educat- 
ed people.  Given  a  freer,  more  incentive-oriented  econom- 
ic environment,  their  country  would  quickly  flourish, 
even  in  the  face  of  heavy  military  obligations. 

This  new  government  should  visit  such  Pacific  Basin 
states  as  Taiwan,  South  Korea  and  Hong  Kong  to  see  what 
a  dose  of  free  enterprise  and  a  nonconfiscatory  tax  code 
will  do  for  populations  that  want  to  get  ahead. 

On  their  way  over,  they  should  offer  to  pick  up  a  plane- 
load of  IMF  economists,  who  could  gain  from  first-hand 
knowledge  of  how  free  enterprise  works  in  developing 
countries. 


will  be  the  draft. 

We  will  have  to  resume  it  if  we  are  to  keep  our  military 
properly  peopled.  But  military  need  and  political  feasibil- 
ity don't  always  go  hand  in  hand. 

Demographics  and  economics  will  do  in  the  volunteer 
Army.  The  post-World  War  II  baby  boom  went  bust  by  the 
mid-1960s.  As  this  decade  wears  on,  there  will  be  fewer 
and  fewer  young  people  available  for  military  service.  And 
unless  the  economy  goes  into  another  steep  recession, 
most  of  those  graduating  from  high  school  and  college  will 
find  civilian  careers  more  tempting. 

Even  today,  with  unemployment  above  7%,  labor  short- 
ages are  cropping  up  in  certain  parts  of  the  country,  not 


ONE  HOT  POTATO  ISSUE  IN  '88 

dithering,  some  useful  reforms  will  be  effected.  Most  im- 
portant will  be  a  speedup  in  creating  distinct,  British-like 
regimental  units.  A  soldier,  instead  of  being  shifted  around 
every  so  often  to  fill  in  gaps  elsewhere,  will  stay  with  a 
particular  group  during  his  career.  History  has  shown  that 
such  units,  with  their  own  insignia  and  traditions,  create 
an  esprit  that  enormously  increases  military  efficiency— 
and  reenlistment  rates. 

But  money  and  cohesive  regiments  won't  suffice  to  save 
the  volunteer  Army. 


Next  Time,  Do  It  Right 

By  the  way,  when  conscription  is  brought  back,  the 


only  for  skilled  jobs  but  in  fast-food  chains  and  retail  stores  method  of  selection  should  be  by  lottery.  We  should  never 

as  well.  The  military  services  are  once  again  finding  it  return  to  the  system  we  had  in  the  Fifties  and  most  of  the 

harder  to  fill  quotas.  Sixties  when  there  were  deferments  for  education.  They 

Politicos  understandably  won't  want  to  face  up  to  an  were  the  moral  equivalent  of  what  we  had  in  the  Civil  War 

emotion-laden  issue  like  conscription,  and  while  they  are  when,  for  a  certain  fee,  you  could  buy  your  way  out. 


■ 


ORBES,  OCTOBER  22,  1984 


31 


'Our  need  for  state-of-the-art  electronic  test  and 
measurement  instruments  is  realty  growing.  Is  there  one 
manufacturer  we  can  count  on  for  quality  and  reliability?' 


"Gould."  wfr 


Yes  Gould— where  you  get 
quatttyi-mliability  and  real 
value  from  our  family  of  high 
performance  tesiand 
measure  struments. 

From  10{  zers  to  oscil 


From  signal  conditioners  to 
complete  instrumentation 
and  design  workstations. . . 
the  list  goes  on  and  on. 

But  we're  not  stopping  here. 
There  is  now,  and  will  con- 
tinue to  be,  a  steady  flow  of 
new,  advanced  products 
coming  from  our  develop- 
ment centers.  System  level 


products  that  will  be  smaller, 
faster,  more  accurate  and 
even  easier  to  use. 

To  learn  more  about  Gould 
and  our  test  and  measure- 
ment products,  write:  Gould 
Inc.,  Dept.  T,  10  Gould  Center, 
Rolling  Meadows,  IL  60008. 


■>  GOULD 


Electronics 


Edited  by  Howard  Banks 


Whafs  Ahead  for  Business 


But  compared 
with  what? 


But  watch  out 
for  rising  costs 


Now  look 
more  closely 


. 


Downturn  ahead  in  productivity 

The  easy  gains  in  productivity  (output  divided  by  the  number  of 
hours  worked)  are  over. 

Good  gains  are  only  to  be  expected  snapping  back  from  recession,  but 
with  the  recovery  now  in  its  23rd  month,  the  majority  of  economists 
expect  that  productivity  growth  next  year  will  be  near  2%,  vs.  this 
year's  healthy  3%  increase.  A  thoughtful  minority,  including  Jerry 
Jasinowski,  chief  economist  of  the  National  Association  of  Manufac- 
turers, think  productivity  might  well  drop  to  1%  or  so  in  1985. 

These  raw  numbers  need  some  perspective.  A  2%  gain  is  still  well  up 
on  the  1.3%-a-year  average  for  the  1970s. 

So,  do  not  yet  assume  the  recovery  is  over.  On  the  contrary,  econo- 
mists continue  to  push  back  the  date  when  they  expect  growth  to  slow 
significantly  to  the  end  of  1985  or  even  early  1986. 

Yet  even  the  more  optimistic  productivity  forecasts  hold  a  warning. 
Unit  costs — total  wage  costs  less  productivity — are  low  for  this  stage 
of  the  recovery.  Total  nonfarm  wages  increased  4V2%  this  year,  result- 
ing in  a  modest  1Vi%  or  so  increase  in  unit  costs. 

That,  after  netting  out  inflation,  gives  the  lowest  real  increase  in  unit 
costs  since  the  early  1960s,  says  Nigel  Gault  of  Data  Resources  Inc. 

Next  year,  though,  wage  costs  are  expected  to  rise  by  SVi%  or  so.  If 
productivity  increases  by  only  1%,  unit  costs  in  1985  will  increase 
three  times  faster  than  this  year.  Even  at  a  2%  productivity  growth, 
unit  costs  will  rise  at  over  double  this  year's  rate. 

The  82%  capacity  utilization  rate  in  1984  was  a  sharp  jump  on  the 
75%  use  rate  in  1983.  Productivity  always  gets  a  boost  from  such  an 
upturn.  The  economic  slowdown  will  make  next  year's  figures  look 
worse  than  the  reality  they  represent. 

Keep  in  mind,  too,  that  the  recent  investment  boom  has  yet  to  have 
full  effect  on  productivity.  An  example:  GE  invested  over  $100  million 
in  an  automated  line  to  build  dishwashers,  cutting  10%  out  of  produc- 
tion costs.  Now  Whirlpool  is  aiming  for  exactly  the  same  goal,  with  a 
$150  million  investment  in  a  highly  productive  washing  machine  line. 

This  new  capital  investment  should  all  begin  to  pay  off  big  over  the 
coming  12  to  18  months.  But  whether  it  will  fully  offset  other  pres- 
sures on  profit  margins  is  another  question.  And  what  Wall  Street  will 
make  of  all  this  subtlety  is  yet  another  question. 

Wall  Street  knows  that  productivity  gains  must  taper  off  as  growth 
does.  Yet  it  still  acts  surprised  when  it  happens,  tending  to  punish 
stocks  when  companies  come  out  with  less-good-than-expected  profit 
figures.  Witness  the  5V4  points  knocked  off  Federal  Express  and  the  9 
points  off  Tektronix  when  they  warned  their  third-quarter  results 
would  be  down  from  earlier  indications. 

Smart  chief  executives  with  a  good  story  to  tell  about  productivity 
gains — especially  those  that  are  obscured  by  the  numbers — might  be 
wise  to  invest  some  time  doing  just  that. 
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The  Forbes  Index 
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What  goes  up . . .  After  21  consecutive  months  of  in- 
creases, the  Forbes  Index  suffered  a  modest  0.2%  setback. 
This  reversal  is  not  unexpected.  After  all,  growth  in  the 
Index  slowed  to  a  trickle  during  the  last  several  months. 
The  biggest  drop  comes  in  new  housing  starts,  which 
declined  10.8%  from  the  previous  month.  This  important 
yardstick  of  construction  activity  is  also  17.7%  lower 


than  it  was  at  the  same  time  last  year.  Manufacturers' 
new  orders  show  a  0.9%  month-to-month  slip,  while  the 
Consumer  Price  Index  rose  0.4%.  That's  a  4.8%  increase 
on  an  annual  basis.  But  personal  income  increased  only 
0.2%  in  the  most  recent  month.  So  to  keep  pace  with 
'  inflation,  many  consumers  will  have  to  dip  into  savings  or 
take  on  more  credit. 


The  Forbes  Index  Components 


The  FORBES  Index  is  a  measure  of  U.S.  economic  activity 
composed  of  eight  equally  weighted  elements:  Total  in- 
dustrial production,  new  claims  for  unemployment  com- 
pensation, the  cost  of  services  relative  to  all  consumer 
prices,  the  level  of  new  orders  for  durable  goods  com- 
pared with  manufacturers'  inventories,  total  retail  sales, 
new  housing  starts,  personal  income,  total  consumer 
installment  credit. 

To  measure  these  eight  elements,  FORBES  monitors  ten 
series  of  U.S.  government  data.  The  last  13  months'  data 
for  each  series  is  presented  at  right 
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All  of  these  Securities  have  been  sold.  This  announcement  appears  as  a  matter  of  record  only. 
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Simultaneous  Offerings  of 
1 12,650,000  B  Ordinary  (Limited  Voting)  Shares 

Reuters  Holdings  PLC 


In  the  United  Kingdom 
67,800,000  B  Ordinary  (Limited  Voting)  Shares 


S.  G.  Warburg  &  Co.  Ltd. 


N.  M.  Rothschild  &  Sons 

Limited 


In  the  United  States  of  America 

4498509000  B  Ordinary  (Limited  Voting)  Shares 

Represented  by 
7,475,000  American  Depositary  Shares 


MERRILL  LYNCH  CAPITAL  MARKETS 


MORGAN  STANLEY  &  CO. 

Incorporated 


June.  1984 
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The  partnership  at  work  From  left:  Jack  Pope,  American  Airlines  Senior  VP  and  Treasurer;  Bob  Lewis,  Chase  Corporate  Banking; 
and  Tom  Fiorito,  Chase  Capital  Markets. 


Global  Network 


Industry  Understanding 


Chase  Partnership. 

Investment  and  aerospace 
bankers  working  with 

American  Airlines 

to  meet  their  changing 

treasury  needs. 

Working  from  our  unique  depth  of  knowledge  of  the 
airline  industry,  Chase  Investment  Bankers  and 
Relationship  Managers  combine  capabilities  for 
innovative  financial  structuring,  accessing  new 
sources  of  funds  as  well  as  sophisticated  assessment 
of  risk— all  within  one  organization.  The  result  of  this 
close  collaboration:  expeditious,  effective  financing 
solutions  for  our  corporate  customers  worldwide. 

Chase  Partnership 
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vxEven  in  the  heart  of  the 
wilderness  I've  found  a  way  to  enjoy 
life's  creature  comforts. 

Its  called  Jeep  Grand  Wagoneer." 

BROWN  W.  CANNON,  JR.,  CHAIRMAN,  COLORADO  OUTWARD  BOUND  SCHOOL 


Brown  W.  Cannon,  Jr.  is  a 
man  who  loves  to  get  off  the  beaten 
path.  He  is  chairman  of  the  Colorado 
Outward  Bound  School,  renowned 
for  its  rugged  and  exciting  wilder- 
ness trips.  Equally  rugged  and  excit- 
ing is  his  Jeep®  Grand  Wagoneer. 

Grand  Wagoneer  lets  you 
shift-on-the-fly  into  the  trailblazing 
traction  of  4- wheel  drive.  That's 
when  it  displays  a  real  passion  for 
the  great  outdoors... all  the  while 
surrounding  you  with  an  unexpect- 
ed level  of  comfort  and  luxury. 


For  one  thing,  the  Grand 
Wagoneer  is  invitingly  spacious  in- 
side, with  ample  room  for  six. 
And  it  boasts  an  array  of  luxury 
features  like  supple  leather,  power 
windows  and  door  locks  and  a  pre- 
mium sound  system,  all  standard. 

And  thanks  to  its  new  sus- 
pension system,  the  Grand 
Wagoneer  provides  its  smoothest 
ride  ever — on  paved  roads,  rough 
roads  and  even  where  there  are 
no  roads  at  all. 

Jeep  Grand  Wagoneer,  the 
most  luxurious  way  to  answer 
the  call  of  the  wild. 
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Jeep@J  Grand  Wagonee 

the  Ultimate  Wagon 

AVAILABLE  FOR  PURCHASE  OR  LEASE  AT  PARTICIPATING  JEEP  DEALERS. 


SAFETY  BELTS  SAVE  LIVES. 


Forbes 


Even  as  Wall  Street,  the  sporting-goods 
world  keeps  getting  swept  by  fads.  Take 
jogging,  which  is  lurching  into  middle  age 
along  with  the  baby  boomers. 


Out  of  breath 


By  Richard  Phalon 


Y1  OU  WOULD  NEVER  KNOW  it 
from  the  Nielsen  ratings  on  the 
Olympics  or  the  New  York  City 
Marathon,  but  jogging — after  years  of 
mystique  and  glitzy  growth — is  final- 
ly puffing  into  middle  age.  The  signs 
of  oxygen  debt  are  everywhere: 

•  In  the  12  months  ended  last  July 
estimated  unit  sales  of  running  shoes 
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in  sporting  goods  outlets  were  down 
17%.  Dollar  sales  were  off  15%. 

•  Nike,  Inc.,  far  and  away  the  U.S.' 
biggest  producer  of  athletic  footwear, 
sold  a  peak  $267.6  million  worth  of 
running  shoes  in  the  fiscal  year  ended 
May  31,  1 983 .  The  figure  amounted  to 
31%  of  gross.  In  fiscal  1984  Nike  sold 
$240.2  million,  only  26%  of  gross. 

•  Sporadic  bouts  of  price-cutting,  a 
new  and  alarming  phenomenon  in  the 


industry,  have  erupted  as  Nike  and 
the  competition  fight  to  hold  market 
share.  The  discounting,  coupled  with 
the  bigger  advertising  and  promotion 
effort  it  takes  to  move  inventory,  has 
depressed  Nike's  net  margins  from 
6.6%  in  fiscal  1983  to  4.4%  last  year. 
Earnings  were  off  from  $57  million  to 
$41  million. 

•  The  market  has  become  increas- 
ingly segmented,  always  a  sign  of  ma- 
turity. Locked  into  a  tighter  universe, 
the  industry  can  induce  its  hard  core 
of  dedicated  runners  to  trade  up  only 
by  producing  a  continuous  stream  of 
"technological  innovations." 

When  you  hit  the  debits  key,  says 
Thomas  B.  Doyle,  research  and  infor- 
mation director  of  the  National  Sport- 
ing Goods  Association,  it  looks  as 
though  "we've  probably  reached  pret- 
ty close  to  the  maximum  participa- 
tion in  running." 

The  reason  is  partly  demographic. 
The  industry's  primary  market  is  the 
baby  boomers  born  between  1946 
and  1964.  With  that  market  saturat- 
ed— and  its  leading  edge  pushing  the 
age  of  40,  when  lacing  up  for  a  5 -mile 
canter  seems  less  adventuresome 
than  it  used  to  at  24 — the  industry  is 
hard   put    to    meet    the    spectacular 


Randa  Bishop 


Nike  sign  in  New  York  City 

The  signs  of  oxygen  debt  are  everywhere. 
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early  growth  numbers  it  enjoyed. 
An  industry  that  can  peddle  "high 
performance"  running  shoes  at  $130 
the  pair,  though,  is  still  clearly  well 
above  the  poverty  line.  The  shoemak- 
ers have  had  a  long  run  for  their  mon- 
ey. The  pickle  they  are  in  now  is  typi- 
cal of  the  faddishness  that  has 
whipped  through  the  sporting  goods 
industry  ever  since  the  great  fitness 
craze  began  back  in  the  Seventies. 

Tennis,  for  example,  peaked  as  ear- 
ly as  1976,  when  Prince,  AMF/Head, 
Wilson,  et  al.  sold  an  estimated  8.6 
million  rackets.  This  year,  despite  the 
advent  of  such  "technological  innova- 
tions" as  oversized  rackets  made  of 
"space-age"  materials  such  as  boron 
and  Kevlar,  the  industry  will  be  lucky 
to  sell  as  many  as  3  million  rackets. 
Racquetball  had  its  moment  at  fitness 
stage-center  and  so  did  bicycling. 

Now  the  big  boom,  says  Jim  Spring, 
president  of  Smart,  Inc.,  a  Wilton, 
Conn,  marketing-survey  firm,  is  in 
aerobics  and  home  gyms — "lean  ma- 
chines, gravity  machines,  slant 
boards,  weights,  pulleys  and  station- 
ary bikes." 

Gravity  machines  and  a  couple  of 
laps  around  the  park  are  not  mutually 
exclusive,  of  course,  but  trend-watch- 
ers like  Spring  and  Marc  Bloom,  editor 
of  The  Runner,  have  spotted  what  they 
think  is  a  marked  change  in  the  psy- 
chology of  joggers.  "They  started 
looking  at  their  entire  bodies,"  says 
Spring.  "Running  only  developed 
your  legs,  and  it  helped  your  heart- 
beat. But  now  people  are  looking  to 
develop  their  arms  and  their  pector- 
als." Notes  Bloom,  "There  is  this 
growing  interest  in  what  you  might 
call  total  fitness — other  aerobic  ac- 
tivities that  complement  running." 

Millions  of  unreconstructed  joggers 
are  still  on  the  run,  of  course,  but 
fewer  of  them  doing  fewer  laps  inevi- 
tably translates  into  fewer  replace- 
ment sales  for  the  likes  of  Nike,  Con- 
verge and  Wolverine  World  Wide 
(which  makes  Brooks  and  Kaepa  run- 
ning shoes,  along  with  its  traditional 
Hush  Puppies  line). 

As  the  biggest  in  the  business,  Nike 
has  the  most  to  lose.  Wolverine  also 
has  been  having  a  tough  time  of  it 
lately,  but  its  deepest  woes  are  cen- 
tered more  on  its  traditional  shoe 
lines  than  on  athietic  goods.  Con- 
verse, on  the  other  hand,  which  is  still 
deeper  in  basketball  than  running 
shoes,  has  been  clicking  off  a  nice 
series  of  earnings  increases  since  it 
went  public  last  year  following  a  lev- 
eraged buyout  from  a  subsidiary  of 
Allied  Corp. 

Depending  on  product  mix,  most  of 
the  major  producers  of  running  shoes 


are  caught  in  a  double  bind.  Part  of  the 
decline  in  unit  sales  is  secular — the 
fate  of  a  maturing  industry.  But  some 
of  the  decline  also  reflects  the  unsta- 
ble chemistry  of  pure  fashion.  Real 
joggers  provided  most  of  the  propel- 
lant  behind  Nike's  early  growth,  for 
example,  but  then  "the  jogger's 
look" — headband,  chic  warm-up  suit 
and  running  shoes — became  all  the 
rage,  too.  No  real  sweat  there,  but 
very  nice  on  the  cash  register. 

Running  shoes,  with  a  few  fashion- 
able nips  and  tucks  here  and  there, 
tiptoed  into  the  world  of  leisure,  a 
category  that  in  three  short  years — 
from  1981  to  1983 — jumped  from 
$11.4  million  to  $52.3  million  of 
Nike's  sales  mix.  Plus  ca  change.  Now 
the  business  is  receding  to  a  new  wave 
in  the  form  of  the  aerobic  dance 
shoe — a  shoe  with  less  heel  cushion- 
ing than  a  running  shoe,  with  rounded 
edges  for  sideways  movement  and 
more  flexibility  for  pointing  and 
bending. 

Fashion,  as  Nike  Vice  President  Da- 
vid Chang  is  the  first  to  admit,  has 
"brought  us  an  embarrassment  of 
riches  that  is  more  complex  than  any- 
thing we've  ever  had  to  deal  with  be- 
fore. You  have  to  think  about  seasons 


mes  worry 


and  colors,  and  I  sometimes 

that  we've  somehow  sown  the  seeds 

of  our  own  defeat." 

Perversely,  though,  the  fastest- 
growing  element  in  the  Nike  mix  just 
now  (along  with  foreign  sales)  is  fash- 
ion— apparel  in  the  shape  of  running 
shirts  and  shorts,  tennis  clothes, 
warm-up  suits  and  the  like.  Other 
shoemakers — including  Converse — 
have  gone  the  same  route.  It  would  be 
too  much  to  say  that  Nike  has  be- 
come a  slave  to  fashion,  but  sales  of 
another  of  its  major  bread-and-butter 
items — basketball  shoes — appear  to 
have  topped  out  along  with  sales  of 
running  shoes. 

Has  the  growing  weight  of  fashion 
injected  a  new  element  of  volatility 
into  a  business  that  already  carries  a 
full  measure  of  faddishness? 

David  Chang  argues  that  Nike  has 
added  ballast  by  diversifying  out  of 
running  and  talks  enthusiastically 
about  the  launch  of  a  new  line  of 
children's  shoes.  None  of  that  seems 
to  be  cutting  much  ice  on  Wall  Street, 
where  faddishness  sometimes  appears 
to  be  a  permanent  lifestyle.  Nike 
Class  B  common  shares  are  trading  at 
around  9 — a  long  sprint  from  this 
year's  high  of  16%.  ■ 


Japan  s  Hattori  clan  are  latecomers  to  per- 
sonal computers.  Can  they  transfer  to  this 
tough  and  fast-changing  business  the  mar- 
keting and  manufacturing  skills  that 
made  them  a  world  success  in  watches? 

Japan's  dark  horse 
computer  company 


you,  the  brand  name  Seiko  will.  The 
Hattoris'  Seiko  line  is  the  U.S.  market 
leader  in  watches  priced  over  $50  and 
Pulsar,  another  Hattori  brand,  is 
number  two.  A  third  Hattori  brand, 
Lorus,  is  battling  Casio  for  second 
place  in  the  under-$50  watch  market, 
where  Timex  is  number  one.  This 
year  the  Hattori  empire  should  ship 
around  46  million  watches  for  about 
$1  billion  in  revenue — 15%  of  the 
Western  World's  watch  supply. 

But  the  watch  industry  has  ma- 
tured. In  fiscal  1984  (ended  Mar.  31), 


By  Lawrence  Minard 
and  Jack  Willoughby 


Ichiro  Hattori  makes  it  clear  he 
intends  to  survive  the  continuing 
shokku  in  personal  computers. 
"We  will  not  become  equal  to  IBM 
or  even  Apple,"  Hattori  tells  Forbes. 
"But  excluding  them,  I  believe  we 
will  be  among  the  top  three  in  per- 
sonal computers." 

That  is  some  claim.  But  then,  Ja- 
pan's Hattoris  are  some  businessmen. 
If  the  name  Hattori  means  nothing  to 
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^■Hattori  Seiko  Co  Ltd 

Chairman:  Kentaro  Hattori 
President:  Reijiro  Hattori 
Markets   watches,   clocks,   eyeglasses, 
jewelry,  other  Hattori  factory  products 
Sales:  $1.48  billion 
Net  profit:  $12  million 
*  Market  value:  $392  million 


100% 


Seiko  Instruments 

&  Electronics  Ltd 
Chairman:  Kentaro  Hattori 
President:  Ichiro  Hattori 
Manufactures   ladies'   watches,    preci- 
sion tools,  computer  components 
Sales:  $861  million 


Seikosha  Co 

Chairman:  Kentaro  Hattori 
Manufactures  clocks,   computers  and 
peripherals,  camera  shutters 
Sales:  $335  million 


SMC  Seicom  Inc 

(Dallas) 

Markets  computers 

Total  capitalization:  $5.7  million 


32% 


Hattori  Corp  of  America 
(New  York) 

Markets  watches  and  other  Hattori 
factory  products 


100% 


Epson  America 

Markets  computers,peripherals,  TVs    * 


Seiko  Instruments  USA  Inc 

Markets  Seiko  I&E  products 


Suwa  Seikosha/Epson  Group 
Chairman:  Kentaro  Hattori 
President:  Ichiro  Hattori 
Manufactures    men's    watches,    TVs,  <£ 
computers  and  peripherals,  crystal 
displays,  machine  tools 
Sales:  $1.44  billion 


Seiko  spreads  out 


Behind  the  name  Seiko  is  a  closely  held,  but  loosely  knit, 
federation  of  manufacturing  and  distribution  companies. 
Only  Hattori  Seiko  is  publicly  owned.  The  other  relation- 
ships shown  here  reflect  information  from  sources  in 


both  Japan  and  the  U.S.  As  the  Hattori  clan  has  learned — 
the  hard  way — the  competition  between  different 
branches  that  has  served  them  well  in  the  watch  business 
may  be  less  efficient  in  the  computer  market. 


sales  at  Hattori  Seiko  Co.,  the  fam- 
ily's only  publicly  traded  company, 
were  just  $1.48  billion — about  where 
they  were  in  1981.  Net  profit  was 
15%  below  the  1981  level.  Tokyo 
analysts  predict  that  for  the  coming 
year  Hattori  Seiko,  which  gets  around 
83%  of  its  revenues  from  marketing 
the  Hattori  watches  and  clocks,  will 
net  just  $14  million  on  sales  of  $1.53 
billion. 

So  the  Hattoris  have  been  driven  to 
diversify.  A  recent  agreement  with 
Italy's  Giorgetto  Giugiaro  puts  the 
Hattoris,  whose  holdings  include  To- 
kyo's tony  Wako  Department  Store, 
into  fashion  apparel.  But  that's  only  a 
sideshow.  Through  its  Epson  brand, 
the  Hattoris  already  dominate  the 
market  for  low-cost  personal  comput- 
er printers.  Using  technologies  devel- 
oped for  electronic  watches,  the  Hat- 
toris have  moved  into  robotics,  preci- 
sion instruments,  eyeglass  lenses, 
wrist  TVs.  A  family  company  sup- 
plies liquid  crystal  displays  (LCDs) 


Nik  Wheeler/Black  Slar 


Epson  America's  Whelan  and  Tsubota 
They  want  a  home-court  advantage. 


and  semiconductors  to  a  wide  array  of 
industrial  and  consumer  products 
manufacturers.  The  companies  are 
investing  heavily  in  what  the  Japa- 
nese call  "ultramechatronics" — arti- 
ficial human  organs  and  futuristic 
medical  instruments. 

Last  month  two  family-controlled 
companies  introduced  the  world's 
first  color  LCD  hand-held  TV  set.  Dis- 
tributed separately  under  both  the  Ep- 
son name  (at  $499)  and  the  Seiko 
name  (at  $550),  the  TV  set  is  already 
sold  out  for  Christmas. 

It's  an  admittedly  frivolous  prod- 
uct, that  tiny  TV,  and  Ichiro  Hattori 
doubts  it  will  become  a  major  con- 
sumer product  for  the  family.  "I  think 
other  Japanese  companies  have  the 
technology,  but  they  don't  see  a  large 
market  for  a  TV  in  that  size  and  price 
range."  So,  why  make  it?  Answers 
Hattori:  "It  promotes  our  name  and 
image." 

It  is  a  name  and  image  spread  across 
a  loosely  knit  federation  of  manufac- 
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Kenlaro  Hattoti 
{First  son  1919-  ) 
Fourth  president 
Hattori  Seiko  Ltd. 
Chairman  Seiko  Group 


Reijiro  Hattori 

(Second  son  1921- 
Fifth  president 
Hattori-Seiko  Ltd 


Seizaburo  Hattoti 

(Third  son  1926-  ) 
Owns  2.75%  of 
Hattori  Seiko  Ltd 


Ichiro  Hattori 

(First  son  1932- ) 
President  of  Suwa  Seiko 
Chairman  Epson  Corp 


Noburo  Hattori 

(Second  son  1938-  ] 
Managing  Director 
Epson  Corp 


Yasuo  Hattori 

IThird  son  1940- } 
Director  Epson  Corp 


The  Hattoris  prdWc#about  15%  of  the  West's  watch     importer  just  before  the  turn  of  the  century.  As  the 
supply.  Not  bad  for  a  business  that  started  as  a  small     third  generation  rises,  their  ambitions  rise,  too. 


turing  plants  and  distribution  arms 
(see  charts),  all  family  owned  or  con- 
trolled. The  setup  is  similar  in  many 
respects  to  the  Swiss  watch  industry, 
with  its  numerous  small  manufactur- 
ers supplying  a  few  large  merchandis- 
ers; the  various  Hattori  companies 
compete  against  each  other  to  supply 
clocks  and  watches  to  the  distributor, 
Hattori  Seiko  Co.  The  family  owns 
around  37%  of  Hattori  Seiko,  the  pub- 
lic most  of  the  rest. 

The  family's  flagship  manufactur- 
ing arm,  Seikosha  Co.,  and  the  distri- 
bution company,  Hattori  Seiko  Co., 
are  run  by  the  current  generation's 
patriarch,  Kentaro  Hattori,  65,  and  his 
younger  brother,  Reijiro,  63.  The  man 
most  responsible  for  the  family's  for- 
ays into  new  information  technol- 
ogies is  Ichiro  Hattori,  52.  He  runs  the 
family's  privately  owned  manufactur- 
ing companies,  Seiko  Instruments  &. 
Electronics,  Ltd.  and  Suwa  Seiko- 
sha/Epson  Group. 

A  charming  cosmopolite  educated 
at  Tokyo  University,  the  University 
of  Zurich  and  Yale,  Ichiro  Hattori  is 
Kentaro  and  Reijiro's  first  cousin. 
Ichiro  Hattori  gets  full  credit  for  the 
success  of  the  Epson  dot  matrix  print- 
er for  personal  computers. 

Introduced  in  1979  at  $745  when 
competing  products  were  selling  at 
$1,500,  the  Epson  printer  decimated 
the  competition.  Fierce  competition 
has  since  appeared — most  recently 
from  the  Hattoris'  archrival  Citizen 
Watch  Co. — but  the  Epson  printer 
still  owns  40%  of  the  personal  com- 
puter printer  market. 

But  can  the  Hattoris  extend  the 
printer's  success  to  computers?  The 
record  so  far  is  bleak.  The  Hattoris 
have  stumbled  as  often  as  not.  In  1982 
Suwa  Seikosha/Epson  Group  intro- 
duced the  world's  first  notebook-size 
computer,  the  Epson  HX-20.  But  there 


was  no  software  available,  and  com- 
peting products  from  Radio  Shack  and 
NEC  pummeled  the  HX-20.  Epson 
salesmen  hope  a  new  model,  the  Ge- 
neva PX-8,  will  fare  better. 

A  few  months  after  the  HX-20,  Ep- 
son introduced  a  desktop  model,  the 
QX-10,  designed  around  Digital  Re- 
search's CP/M  operating  system,  then 
the  industry  standard.  But  CP/M  was 
quickly  eclipsed  by  MS-DOS,  devel- 
oped for  IBM's  PC.  Epson  dealers  are 
now  selling  just  under  2,500  personal 
computers  a  month.  Epson's  sales 
force  is  also  selling  machines,  mainly 
portables,  to  value-added  resellers 
who  put  in  customized  software  and 
sell  the  computers  to  specialist  end- 
users.  Even  so,  the  volumes  are  still 
too  small  to  build  real  manufacturing 
efficiencies. 

The  Hattoris'  flagship  manufactur- 
ing arm,  Seikosha  Co.,  has  fared 
worse.  Its  engineers  developed  a  desk- 
top business  computer,  the  Seiko  Se- 
ries 8600,  and  chose  to  market  it,  not 
through  Epson  America's  distribution 
network,  but  through  a  separate  joint 
venture  called  SMC  Seicom  Inc.  The 
Seiko  Series  8600  was,  according  to 
consultant  Egil  Juliussen  of  Dallas' 
Future  Computing,  "just  a  me-too 
product"  and  has  gone  nowhere.  Ac- 
cording to  SEC  documents  obtained 
by  Forbes,  only  1,500  Seiko  Series 
8600s  were  sold  last  year  through 
SMC  Seicom. 

Last  spring  the  Hattoris  bought 
control  of  the  joint  venture  and  are 
readying  a  new  sales  effort. 

Does  it  make  sense  to  have  two 
Hattori  manufacturing  arms  indepen- 
dently developing  and  marketing 
computers?  Wouldn't  it  be  more  effi- 
cient to  distribute  the  Seiko  8600 
through  Epson  America's  marketing 
organization?  We  put  the  question  to 
Ichiro  Hattori.   His  reply  suggested 


that  Japanese  companies,  like  Ameri- 
can companies,  have  their  internal 
squabbles  which  sometimes  result  in 
unsatisfactory  compromises.  He  said: 
"Yes,  that  is  a  theoretical  possibility, 
but  it  was  Seikosha  people  who  built 
the  8600.  They  want  to  distribute  it  as 
a  way  to  get  into  new  products  for 
Seikosha."  Hattori  added:  "They  [Sei- 
kosha] have  their  joint  venture.  They 
are  locked  in.  I  don't  think  we  could 
touch  it  even  if  we  wanted  to  consoli- 
date it." 

Even  under  the  best  of  circum- 
stances, personal  computers  are  a  new 
and  difficult  game  for  the  Japanese, 
who  must  play  catch-up.  On  Oct.  10, 
for  example,  Suwa  Seikosha/Epson  in- 
troduced a  new  desktop  personal 
computer,  the  Epson  QX-16.  An  at- 
tractive product  with  all  the  hardware 
features  of  IBM's  PC,  the  Epson  QX-16 
will  sell  for  around  $2,500,  about 
what  the  IBM  PC  goes  for.  Jack  Whe- 
lan,  Epson  America's  executive  vice 
president,  says  the  QX-16  will  be  90% 
IBM-compatible. 

But  will  consumers  pay  near-IBM 
prices  for  a  product  that  is  only  90% 
IBM-compatible?  Enzo  Torresi,  co- 
founder  of  the  49-store  BusinessLand 
chain,  doesn't  think  so.  Torresi  won't 
mention  specific  brands,  but  he  does 
say  that  to  make  it  in  computers  "the 
Japanese  will  have  to  come  in  with  a 
machine  priced  well  under  $2,000, 
fully  loaded,  nice-looking,  [virtually] 
100%  IBM-compatible — and  with  a 
$50  million  advertising  budget  ready 
to  go." 

Epson's  ad  budget?  Around  $25  mil- 
lion this  year  and  not  all  of  it  for 
computers. 

Yasuhiro  Tsubota,  Epson  America's 
lively  president,  and  Jack  Whelan 
agree  that  Epson  must  innovate,  not 
merely  copy,  to  survive.  That  means 
heavy  investment  in  the  U.S.,  where 
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computer  technology  is  forged.  Epson 
America  has  purchased  17  acres  of 
land  in  Oregon  and  will  soon  build  a 
100,000-square-foot  factory  to  manu- 
facture printers  and,  eventually,  per- 
sonal computers.  It  has  also  financed 
a  pair  of  California-based  software 
houses.  "IBM  and  Apple  have  a  home- 
court  advantage,  while  I'm  always 
playing  on  the  road,"  says  Tsubota.  "I 
want  a  home-court  advantage,  too." 

But  the  internal  competition  that 
brought  the  Hattoris  so  far  in  clocks 
and  watches  may  not  work  well  in 
the  complex  and  turbulent  computer 
market.  Ichiro  Hattori  claims  that 
the  competition  in  computers  be- 
tween the  various  Hattori  groups  is 
more  apparent  than  real.  The  differ- 
ent groups,  he  says,  produce  different 
kinds  of  computers:  Suwa  Seikosha 
personal  computers;  Seikosha  Co. 
business  computers;  Seikosha  Instru- 
ments &  Electronics  Co.  CAD/CAM 
systems  for  industrial  manufacturing 


uses.  "In  watches,  yes,  we  have  been 
competing  among  ourselves,"  he 
says.  "But  in  computers,  what  ap- 
pears to  outsiders  to  be  internal  com- 
petition was  really  a  way  to  achieve 
diversification." 

Still,  Hattori  agrees  that  some  con- 
solidation may  be  in  order.  "Not  in- 
tensive consolidation,"  he  says,  "but 
better  working  relationships  between 
our  factories,  to  supply  components 
between  ourselves,  for  example,  [and] 
some  coordination  between  the  fac- 
tories regarding  the  development  of 
products." 

The  Hattori  clan  has  some  strong 
advantages,  not  the  least  of  which  is 
its  lack  of  public  shareholders  de- 
manding regular  quarterly  earnings 
gains.  Thus  they  can  invest  for  the 
future.  They  know  how  to  manufac- 
ture precision  products  efficiently; 
their  world-class  capabilities  in  min- 
iaturized components  give  them  a  big 
edge.  And  they  know  a  lot  about  mar- 


keting. So,  in  spite  of  the  difficulties, 
given  their  record  in  the  watch  busi- 
ness, it  would  be  foolhardy  to  under- 
estimate the  Hattoris'  potential  in 
computers. 

To  Forbes  Ichiro  Hattori  says:  "The 
[personal  computer]  business  has 
been  very  difficult.  But  at  this  point 
we  are  serious  about  staying  in  the 
business.  I  think  the  computer  mar- 
ket will  develop  into  many  niches, 
and  that  our  niche  will  probably  be 
portables  because  of  our  ability  to 
manufacture  components."  To  a 
recent  gathering  of  Hattori  executives 
he  said  the  Hattori  group  should  no 
longer  be  seen  as  "the  Mount  Fuji 
group  with  one  summit,  timepieces, 
but  rather  the  Mount  Yatsugatake 
group."  Mount  Yatsugatake  has  eight 
summits,  meaning  the  Hattoris  in- 
tend to  dominate  several  new  tech- 
nologies as  they  move  into  their  sec- 
ond century  of  business.  It  would  be 
quite  a  feat.  ■ 


Rolm  Corp.  's  shareholders  got  a  great  deal 
from  IBM.  But  what  about  the  other  com- 
panies in  which  IBM  has  a  stake? 


Next? 


By  Kathleen  K.  Wiegner 

IBM's  $1.25  billion  buyout  late 
last  month  of  the  77%  of  Rolm 
Corp.  that  LBM  didn't  already 
own  made  over  9,000  Rolm  share- 
holders $464  million  richer.  IBM  has 
significant  minority  posi- 
tions in  or  joint  ventures 
with  other  publicly  held 
companies.  Will  IBM  soon 
move  to  make  their  share- 
holders as  happy  as  it 
made  Rolm's? 

Probably  not.  IBM 
bought  Rolm  to  correct  a 
significant  weakness  in 
its  product  line.  Rolm  has 
an  estimated  19%  of  the 
market  for  PBX  (private 
branch   exchange)    equip- 


ment in  the  U.S.,  compared  with  23% 
for  AT&T.  Another  rival,  Japan's 
NEC,  is  also  a  major  factor  in  PBXs. 
Lacking  such  products  was  a  glaring 
weakness  for  IBM  in  its  battle  against 
AT&T,  since  computers  and  tele- 
phones are  being  hooked  into  data 


networks.  By  buying  Rolm,  IBM  ac- 
quires a  great  deal  of  influence  in  de- 
termining what  standards  will  be 
used  to  hook  office  equipment  togeth- 
er in  the  U.S. — and  in  Europe,  where 
LBM  has  a  stronger  presence  than 
AT&T  does. 

What  about  those  other  companies, 
then,  in  which  IBM  has  built  minority 
positions? 

The  company  most  closely  resem- 
bling the  Rolm  situation  is  Intel.  IBM 
has  gradually  raised  its  stake  in  the 
$1.1  billion  (revenues)  Santa  Clara, 
Calif  .-based  microchip  maker  from  an 
initial  13%  in  1982  to  20%  today.  But 
don't  expect  IBM  to  take  out  the  other 
80%,  because  the  companies  are  al- 
ready working  together  closely.  IBM 
is  Intel's  largest  customer  for  chips. 
The  heart  of  the  IBM  PC  is  an  Intel 
microprocessor,  the  8088 — and  Intel 
has  developed  some  special  products 
for  IBM.  These  include  a  board  that 
integrates  large  IBM  computers  with 
smaller  machines  like  robots,  person- 
al computers  or  point-of-sale  termi- 
nals. IBM  is  already  the  largest  chip- 
maker  in  the  world,  and 
while  Intel  provides  a  use- 
ful supplement  to  this 
production,  IBM  does  not 
need  Intel  to  get  into  the 
business  as  it  did  with 
PBXs.  Potential  antitrust 
problems  aside,  all  IBM 
would  get  from  buying  up 
Intel  would  be  a  merchant 
chipmaker,  many  of 
whose  products  IBM  al- 
ready manufactures  or  can 
buy  on  the  open  market. 


Jean -Francois  Allau 
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Full  ownership  of  Intel,  unlike  Rolm, 
would  bring  nothing  to  IBM's  party. 

What  about  Sytek,  a  $31  million 
(revenues)  privately  held  local-area 
network  outfit  in  Mountain  View, 
Calif.?  Last  month  IBM  loaned  $6  mil- 
lion secured  by  a  convertible  deben- 
ture, convertible  at  IBM's  option  to 
4.9%  in  Sytek  common  stock.  That 
$6  million  represents  capital  to  Sytek, 
and  IBM,  as  in  its  arrangement  with 
Intel,  can  work  closely  with  Sytek  on 
special  projects. 

One  such  project  was  the  PC  net- 
work IBM  announced  in  August, 
which  was  designed,  developed  and 
produced  by  Sytek.  IBM  might  like  to 
acquire  all  of  Sytek,  but  it  would  prob- 
ably have  to  pay  an  onerous  premium: 


General   Instruments    already   owns 
51%  of  the  company. 

Then  there  is  Satellite  Business  Sys- 
tems, a  joint  venture  between  IBM, 
Aetna  Life  &.  Casualty  and  Communi- 
cations Satellite  Corp.  Formed  in 
1975,  SBS  was  an  attempt  on  the  part 
of  IBM  to  help  its  customers  send 
information  via  satellite.  Recently 
COMSAT  wanted  out  of  the  three- 
way  deal.  So  IBM  agreed  to  take  80%  of 
COMSAT'S  share,  Aetna  the  other 
20%,  with  the  right  to  increase  its 
holding  to  50%.  That  gives  IBM  60% 
of  SBS.  Why  didn't  IBM  take  the  whole 
COMSAT  position?  Because  insurer 
Aetna  wanted  to  continue  investing 
in  it  in  order  to  diversify  its  invest- 
ments into  technology.  IBM  cannot 


buy  what  Aetna  does  not  want  to  sell. 

Finally,  IBM  has  a  one- third  inter- 
est in  a  venture  with  Sears,  Roebuck 
and  CBS  to  develop  teletex  services. 
Unlike  office  automation,  teletex'  fu- 
ture is  still  uncertain.  The  first  prod- 
ucts from  the  IBM/Sears/CBS  joint 
venture  are  still  several  years  off.  In 
this  case,  then,  there  is  no  incentive 
for  IBM  to  rush  in.  IBM  simply  wants 
a  position  in  teletex  in  case  the  mar- 
ket takes  off. 

Rolm  is  the  first  acquisition  IBM 
has  made  since  it  acquired  tiny  Sci- 
ence Research  Associates  in  1964,  and 
it  was  an  acquisition  with  a  specific 
purpose  in  mind.  No,  those  fellows  in 
Armonk  are  not  on  an  acquisition 
binge.  ■ 


Hughes  Aircraft  Co.,  the  nations  largest 
defense  electronics  contractor,  may  be 
sold,  and  the  managers,  who  have  run  it 
like  owners  for  decades,  may  not  like  the 
idea  of  a  new  master. 


Killing  the  goose? 


By  Allan  Dodds  Frank 


IN  SPITE  OF  THE  CONTROVERSY  OVer 
allegedly  faulty  missiles,  mouths 
i are  watering  on  Wall  Street  be- 
cause all  or  part  of  Hughes  Aircraft 
Co.  will  almost  certainly  be  up  for 
sale  soon — with  huge  underwriting 
fees  in  the  offing.  For  31  years  HAC 
has  been  wholly  owned  by  a  charity, 
the  Howard  Hughes  Medical  Insti- 
tute, and  autonomously  managed  by  a 
smart  and,  according  to  legend,  ex- 
tremely well-compensated  team.  The 
company  does  not  seem  to  have  suf- 
fered from  its  unusual  ownership. 
HAC  holds  huge  bundles  of  high- 
technology,  high-security  contracts 
and  runs  nearly  $5  billion  a  year  in 
sales,  including  $3.2  billion  in  defense 
work.  Its  backlog:  $10  billion. 

Why  is  this  exceedingly  juicy  mor- 
sel coming  on  the  market?  The  insti- 
tute doesn't  need  more  money,  but  it 
must  spend  more  money,  the  IRS 
says.  That  means  drawing  more  cash 
from  HAC  or  losing  the  institute's  tax 


break.  HAC  was  created  when  How- 
ard Hughes  spun  off  the  electronics 
division  of  the  Hughes  Tool  Co.  and 
handed  ownership  to  his  namesake 
medical  institute  in  Delaware  in 
1953.  The  suspicion  has  been  that  the 
whole  affair  was  a  tax  move  designed 
to  keep  Howard  Hughes  in  sole  con- 
trol while  paying  no  taxes. 

Today's  IRS  regulations  say  charita- 
ble medical  research  institutes  must 
continuously  and  actively  spend  an 
amount  equal  to  3.5%  annually  of 
their  assets.  (The  rules  are  much 
stricter  for  general  purpose  founda- 
tions, like  the  Ford  Foundation, 
which  passively  grant  money  to  out- 
siders; they  are  required  to  spend  5% 
of  the  asset  base  annually,  and  after 
1989  may  own  no  more  than  50%  of 
any  one  company's  stock.) 


Irving  Shapiro,  Du  Pont  ex-chairman  and  now  an  institute  trustee 
"We  can't  live  with  the  present  conditions." 


44 


FORBES,  OCTOBER  22,  1984 


In  1981  the  medical  institute  re- 
ceived $23  million  in  dividends  from 
HAC;  in  1982,  $39  million;  and  in 
1983,  $51  million.  The  IRS  charges 
that  those  amounts,  which,  in  effect, 
are  the  institute's  budget,  are  well 
below  3.5%  of  the  asset  value  of  the 
company,  and  it  seems  to  want  any- 
where from  $100  million  to  $300  mil- 
lion paid  to  the  institute  to  make  up 
for  the  past  stinginess.  Any  way  you 
slice  it,  the  company  faces  a  severe 
cash  drain  as  well  as  a  future  ceiling  on 
the  amount  of  cash  flow  it  can  retain. 
By  limiting  dividends  the  company 
was  able  to  finance  one  of  the  most 
extensive  research  and  development 
programs  in  modern  times,  which  in 
turn  made  HAC  into  the  electronic 
giant  and  national  asset  that  it  is. 

The  IRS  also  contends  that  the  Mi- 
ami-based institute  is  more  like  a 
foundation  than  a  medical  institute 
and  should  be  subjected  to  those  regu- 
lations and  thus  be  paying  5%,  not 
3.5% — which  could  mean  a  need  for 
much  larger  yearly  dividends.  In  any 
case,  if  the  IRS  has  its  way,  the  finan- 
cial drain  might  be  so  great  that  the 
company  could  no  longer  finance  its 
R&D  and  expansion  programs.  So,  go- 
ing public  or  being  sold  seems  the 
only  way  out. 

HAC  could  go  to  one  buyer — selling 


it  piecemeal  isn't  likely — or  go  public 
with  an  initial  offering  that  could  be 
one  of  the  largest  in  the  history  of 
Wall  Street:  maybe  $2.5  billion,  may- 
be $5  billion. 

General  Electric  Co.  of  Great  Brit- 
ain, which  is  no  relation  to  General 
Electric  in  the  U.S.,  has  been  making 
passes  at  buying  a  minority  interest, 
8%  to  20%,  of  HAC.  But  HAC  man- 
agement is  on  record  as  favoring  a 
public  offering  and  substantial  stock 
purchases  by  and  for  employees;  that 
way  they  could  keep  control. 

An  excellent  case  can  be  made  for 
continuing  the  current  management, 
which  has  performed  brilliantly. 
Moreover,  any  deal  that  left  Hughes' 
outstanding  scientific  teams  unhappy 
and  job-hunting  would  be  a  bad  deal 
for  the  buyer.  Then,  that  big  custom- 
er, the  Pentagon,  must  be  happy  with 
any  new  owner;  after  all,  HAC  ac- 
counts for  400  separate  line  items  in 
the  federal  budget,  and  foreigners  are 
likely  to  be  a  problem. 

Who  could  buy  it?  Other  defense 
contractors  like  General  Dynamics, 
Rockwell  International,  United  Tech- 
nologies, Boeing  and  Lockheed  might 
be  in  the  bidding.  Whoever  wants  it 
also  must  be  cash-rich,  like  General 
Electric,  Ford,  IBM  or  AT&T. 

Dr.  Donald  Fredrickson,  a  trustee 


and  CEO  of  HHMI,  tells  Forbes  no 
decisions  have  been  made  and  no  buy- 
ers have  yet  come  forward.  The  insti- 
tute's trustees  recently  auditioned  six 
investment  firms  before  selecting 
Morgan  Stanley  to  evaluate  the  com- 
pany's options. 

A  state  judge  in  Delaware  recently 
appointed  a  new  set  of  trustees  for  the 
medical  institute,  including  former 
Du  Pont  Chairman  Irving  Shapiro. 
Says  Shapiro,  head  of  the  institute's 
finance  committee,  "The  IRS  has  sat 
on  it  for  a  long  time  and  just  never 
came  to  collect  its  milk.  With  the 
new  board  of  trustees,  we've  got  to 
force  the  issue  and  get  it  resolved.  We 
can't  live  with  the  present  conditions; 
it's  that  simple.  We  have  to  get 
enough  cash  each  year  in  order  to  be 
able  to  meet  the  tax  laws." 

So  the  big  question  is  when  the  sale 
will  come.  Soon,  but  not  tomorrow. 
The  investigation  into  faulty  Hughes 
missiles  puts  the  company  under  a 
temporary  cloud,  but  the  problems 
are  expected  to  be  corrected  and 
Hughes  isn't  likely  to  lose  any  major 
contracts.  Meanwhile,  HHMI  trustees 
are  still  fighting  with  the  IRS  over 
how  much  money  is  due  to  the  insti- 
tute. The  trustees  don't  want  to  hurt 
the  aircraft  company.  If  the  IRS  wants 
too  much,  they'll  fight  in  court.  ■ 


Dr.  Donald  Fredrickson,  CEO  of  the  Howard  Hughes  Medical  Institute 

The  trick  will  be  to  satisfy  the  IRS  and  the  scientists  of  Hughes  Aircraft  Co. 


Photos  by  Bill  Ballcnbcr^ 
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Count  on  an  international  gold-plated 
monopoly,  run  by  bureaucrats,  to  charge 
more  than  private  competitors.  Thats  the 
International  Telecommunications  Satel- 
lite Organization. 

Time  to  compete 


By  Howard  Banks 


Intelsat,  the  International  Tele- 
communications Satellite  Organi- 
zation, puts  up  satellites  and  just 
about  monopolizes  international  sat- 
ellite communications  with  revenues 
of  $391  million  last  year.  Telephone 
calls,  data,  TV  movies  bounce  from 
New  York  to  London  off  an  Intelsat 
satellite. 

That  monopoly  charges  a  little  un- 
der $500  an  hour  to  carry  a  TV  pro- 
gram from  the  U.S.  to  Europe.  Private 
sector  carriers  charge 
$165  an  hour  to  do  the 
same  job  in  the  highly 
competitive,  open-skies 
market  of  the  U.S. 

Five  private  sector  ap- 
plicants such  as  RCA, 
plus  joint  companies 
that  include  investors 
such  as  United  Brands, 
are  asking  the  Federal 
Communications  Com- 
mission for  permission 
to  put  up  competing 
satellites,  four  on  the 
heaviest  route  of  all, 
the  North  Atlantic,  and 
one  to  connect  North 
and  South  America.  In- 
telsat and  its  109  mem- 
bers— most  of  them 
state-owned  telephone  monopolies — 
are  squealing.  The  last  thing  these 
bureaucrats  want  in  their  gold-plated 
world  is  competition. 

They  complain  that  allowing  in 
even  two  private  satellites  could  in- 
crease the  rates  of  all  Intelsat  users  up 
to  37% .  It's  like  the  fight  between  old 
AT&T  and  the  new  competitors 
about  long-distance  charges,  and  we 
all  know  who  won  that  fight. 

The   Intelsat   members,    including 


Intelsat  6 


the  U.S.  member,  Comsat — the  pri- 
vately owned  but  publicly  protected 
U.S.  monopoly  that  provides  the  take- 
off point  for  almost  all  U.S.  interna- 
tional satellite  communications — 
wildly  overestimated  the  internation- 
al satellite  capacity  they  needed.  Intel- 
sat's utilization  is  today  around  half  of 
all  installed  transponders,  much  more 
spare  capacity  than  is  needed.  Since 
members  pay  only  for  what  they  use, 
and  the  charges  are  averaged  over  the 
world  system,  member  countries' 
overestimating  incurs  little  direct  fi- 
nancial penalty.  But  let 
in  competitors  to  skim 
the  cream  and  Intelsat's 
rates  would  jump. 

Intelsat  naturally  feels 
threatened.  Telephone 
call  business  is  falling, 
and  the  competitors 
want  a  slice  of  the  faster- 
growing  TV  and  data 
transmission  markets. 
Worse,  Intelsat  is  still  in- 
creasing its  international 
satellite  capacity  with 
the  nearly  three  times 
larger  Intelsat  6  series  of 
satellites.  All  that  fixed 
cost  will  have  to  be  paid 
for  by  those  using  the  sys- 
tem,    meaning    Ameri- 

cans,  since  the  U.S.  is  still 

by  far  the  largest  user.  But  that's  true 
only  to  the  extent  that  rates  couldn't  be 
chopped  by  real  competition. 

Washington's  inclination  is  to  ap- 
prove those  who  want  to  compete 
with  Intelsat.  An  interagency  task 
force  passed  the  word  to  this  effect  to 
the  White  House  in  May.  But  the  in- 
ternational backlash  that  followed 
has  put  a  decision  on  hold.  This  delay 
was  encouraged  by  a  bitter  turf  fight 
between  the  State  and  Commerce  de- 


partments over  who  should  lead  on 
satellite  policy. 

Private  sector  competitors  would 
have  the  problem  of  winning  agree- 
ment from  European  governments  to 
allow  their  signals  to  land,  but  they 
are  convinced  they  can  get  it.  The 
British  might  want  to  build  any  pri- 
vate sector  satellite,  the  French  might 
want  to  launch  it.  Somebody  might 
want  revenue  sharing,  someone  else 
might  want  a  piece  of  the  equity. 
With  all  those  wants,  the  Americans 
figure  they  can  get  a  profitable  deal. 

Policymakers  have  never  before  had 
to  concern  themselves  with  Intelsat. 
The  growth  of  the  business,  despite 
Intelsat's  overcapacity,  and  new  tech- 
nology brought  rates  down  94%  from 
the  charges  on  the  first  Early  Bird  sat- 
ellite in  1965.  But  now  the  technology 
that  drove  Intelsat  is  overtaking  it. 
There  are  29  U.S.  satellites  over  the 
U.S.  that  could  transmit  to  neighbor- 
ing countries  as  far  away  as  Colombia, 
and  their  owners  have  asked  for  per- 
mission to  do  so.  One  of  the  potential 
North  Atlantic  competitors,  RCA, 
wants  to  modify  a  satellite  planned 
for  U.S.  use  so  that  it  can  also  beam 
programs  to  Europe. 

Mind  you,  while  the  member  gov- 
ernments of  Intelsat  are  against  pri- 
vate competition,  they  ignore  their 
commitments  to  Intelsat  when  it 
suits  them.  There  is  already  a  separate 
Eutelsat  for  Europe,  and  an  Arabsat, 
and  the  Indonesians  have  a  communi- 
cations satellite  that  covers  nearby 
countries.  Luxembourg  and  Ireland 
are  expected  to  approve  their  private- 
ly owned  satellites  for  sending  TV 
broadcasts  around  Europe  that  also 
will  be  able  to  beam  signals  to  the 
U.S.  There's  a  quite  different  ap- 
proach to  undersea  cable  projects, 
which  compete  with  Intelsat,  particu- 
larly for  data  transmission.  There's  no 
averaging  of  costs  over  all  users  on 
joint  cable  projects;  customers  pay  for 
what  they  use,  so  these  government- 
backed  cable  projects  are  much  more 
tightly  managed.  A  U.S. -U.K.  private 
group  has  also  applied  to  lay  a  transat- 
lantic fiber-optic  cable  that  would  be 
a  direct  competitor  for  Intelsat. 

The  well-paid  bureaucrats  who  run 
Intelsat  and  journey  around  the  world 
regularly  on  expense  accounts  to  talk 
about  their  problems  are  fighting  hard 
to  preserve  their  privileges.  But  the 
mere  threat  of  competition  has  just 
led  Intelsat  to  cut  around  100  rates, 
although  with  all  sorts  of  hedges  and 
conditions.  Imagine  what  would  hap- 
pen if  private  companies  were  al- 
lowed to  create  some  real,  not  just 
threatened,  competition.  ■ 
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One  financing  arrangement  simpler  than  ours. 

If  you're  looking  for  a  way  to  simplify  the  process  of  financing  IBM  equipment, 
consider  the  IBM  Credit  Corporation. 

Our  term  lease  master  contract,  which  you  need  to  sign  only  once,  is  a  mere 
four  pages.  A  little  longer  than  an  IOU,  but  look  what  it  gets  you. 

Flexibility.  We'll  tailor  lease  financing  to  meet  your  company's  needs. 

Upgradability.  If  your  business  grows  or  you  want  to  add  equipment,  a  simple 
supplement  to  your  original  contract  is  all  it  takes. 

Competitive  rates. 

We  not  only  reduce  your  paperwork,  we  reduce  your  peoplework. 

The  same  person  who  helps  you  choose  the  IBM  equipment  your  business 
needs  can  also  arrange  to  finance  it. 

Call  your  IBM  representative  to  get  more  information  about  the  IBM  Credit 

Corporation.  Or  call  1 800  IBM-2468  Ext.  7,  code  AG. 

You  owe  it  to  yourself. 

See  how  simple  financing  can  be. 


Credit  (.orimnitUm 


THERE  IS  A  SECRET 
TO  TOMORROW'S 
ADVANCED  MATERIALS 


Is  there  anything  as  flawless  as  a  child's  face? 

In  the  case  of  advanced  man-made  materials,  the 
secret  is  that  they  too  must  be  flawless.  Anything  less 
is  unacceptable. 

After  ail,  new  generation  materials  —  novel  metal- 
matrix  composite  i  multi-phased  ceramics,  and 
thermally  stable  fiber-reinforced  polymers  —  are  used 


in  aircraft,  spacecraft,  and  many  other  demand injffl 
applications. 

They  must  be  flawlessly  designed,  formed  a  flier 
joined.  Then  they  must  be  tested  to  make  certain 
are  without  blemish  —  not  just  on  the  surface  but  We 
beneath. 

One  case  in  point;  a  graphite-reinforced  ep 


AND  MARTIN  MARIETTA  IS  MASTERMINDING  II 
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omposite  for  a  jet-engine  component.  Martin 
4arietta  not  only  has  devised  superior  ways  to  work 
ie  material,  we've  developed  a  robotic  ultrasonic 
ystem  that  can  examine  the  large  structure  four  times 
aster  than  conventional  methods.  And  do  so  without 
lestroying  the  costly  finished  assembly. 

The  future  is  being  driven  by  technologies  like 


these.  And  Martin  Marietta  supplies  the  creative 
intelligence  to  make  them  work  together.  In  aero- 
space, defense,  communications,  information 
management,  energy  and  materials. 

Technologies  in  which  we  strive  for  not  only  the 
best  solution.  But  for  the  perfect  solution. 


MfAMTifil  MIJIMETTA 


6801  ROCKLEDGE  DRIVE,  BETHESDA,  MARYLAND  2081 ; 


Freight  moving  across  the  Allenby  Bridge  between  the  West  Bank  and  Jordan 

"A  bizarre  and  booming  commercial  hybrid,  the  likes  of  which  has  rarely  existed  between  enemies. 


Michd  Bar-Am'MaHnum 


Despite  the  Arab  boycott,  Israeli  businessmen  do  a  thriving 
business— perhaps  $500  million  worth  of  goods  annually — with 
their  sworn  enemies.  How  do  they  do  it?  As  one  says,  "Dont  ask. ' 

Israel's 
best-kept  secret 


By  Hesh  Kestin 


An  Arab  League  official  who  en- 
forces the  35-year-old  Arab 
b  boycott  against  Israel  got  a 
nasty  shock  recently.  He  opened  a  box 
of  chocolates  in  Kuwait  and  found 
they  were  embossed  with  little  Stars 
of  David. 

He  might  get  an  even  nastier  shock 
should  he  ever  visit  the  little  Israeli 
factory  of  Eli  S.  Its  sole  product  is  a 
lotion  in  demand  in  the  Arab  world 
because  of  reputed  aphrodisiac 


ties.  Virtually  all  of  Eli  S.'  production 
that  is  in  little  boxes  labeled  made  in 
amman  goes  to  Arab  countries. 

The  chocolates  with  the  Stars  of 
David  and  Eli  S.  and  his  factory  are 
part  of  Israel's  best-kept  secret — the 
estimated  $500  million  or  more 
worth  of  Israeli  goods  that  annually 
find  their  way  into  the  Arab  world 
despite  the  boycott.  This  secret  trade 
is  ap; ,'t  from  Israel's  thriving  interna- 
tiona  us  sales,  some  of  which  find 
their  -  to  Moslem  countries  (see 
box,    /        ?).    Israeli    manufacturers, 


working  with  Arabs  in  Israeli-admin- 
istered territories  and  with  sympa- 
thetic European  and  American  traders 
abroad,  have  found  ways  to  penetrate 
even  the  most  hostile  countries  in  the 
lucrative  Arab  market,  selling  every- 
thing from  renowned  drip  irrigation 
systems  to  ouds. 

Ouds?  Few  Westerners  know  what 
they  are — and  that  indeed  is  one  rea- 
son Israel  has  been  so  successful  in 
the  secret  trade:  The  Israelis  know 
their  market.  The  oud,  sometimes 
called  "the  guitar  with  a  goiter,"  is 
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AIR  FRANCE  LE  CLUB: 

OUR  BUSINESS  SENSE 

MAKES  THE  DIFFERENCE. 


We've  renamed  and  re- 
worked our  business  class. 
Now,  it's  Air  France  Le  Club, 
attuned  to  your  business  needs. 

You  wanted  a  peaceful,  club- 
like atmosphere,  with  more 
workspace  and  a  stronger 
accent  on  comfort  and  ser- 
vice. Now,  you've  got  it. 

Air  France  Le  Club  provides 
a  special  check-in  counter  and 
separate  boarding. 

On  board,  you'll  discover  a 
spacious,  separate  cabin  with 
increased  legroom  and  wider, 
more  comfortable  seats.  You're 
never  more  than  one  seat  from 
the  aisle. 

You'll  enjoy  unlimited  com- 
plimentary drinks  at  your  seat 
or  at  the  Air  France  Le  Club  bar. 

You'll  experience  fine  cui- 
sine, with  a  choice  of  entrees, 
served  not  on  a  single  tray, 
but  in  separate  courses. 

And,  we'll  offer  you  little 
extras  that  help  you  relax  or 
work  on  your  way  to  Paris  — 
travel  kit,  electromagnetic 
headphones,  pillows,  blan- 
kets, multi-language  periodi- 
cals and  more. 

With  all  this  extra  space, 
service  and  comfort,  it  makes 
sense  that  more  and  more 
business  travelers  to  Europe 
choose  Air  France  Le  Club. 

AIR  FRANCE, 

A  UNITED  AIRLINES 

MILEAGE  PLUS  PARTNER. 


AIR  FRANCE  S/f 

WE'RE  AIMING  EVEN  HIGHER 
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[  a  revolutionary,  more  efficiently  sized 
ront  wheel  drive.For  better  all  weather, 
wound  town  maneuverabilitylt's  more 
e.  More  serviceable.  And  it's  incredibly 
icient.  City  fuel  economy:24  est  mpg.  It 
has  133  cubic  feet  of  cargo  space.  With 
almost  7  feet  of  cargo  floor  length, 
carries  1,700  lbs.  maximum 
available  payload.  And  if s 
protected  by  the  best 
truck  warranty  in 
America.  5  years  or 
50,000  miles.  At  no 
extra  cost.  A  whole 
new  dimension  in  vans. 
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the  basic  musical  instrument  in  large 
parts-  of  the  Arab  world.  During  a 
recent  music  fair  in  Frankfurt,  Israeli 
ouds  were  snapped  up  by  buyers  from 
Saudi  Arabia,  Lebanon,  Tunisia  and 
Syria.  (One  London-based  Arab  even 
insisted  the  made  in  israel  labels  re- 
main; Israeli  products  enjoy  a  fine 
reputation  among  Arabs,  he  said.) 

A  Western  musical-instrument 
manufacturer,  of  course,  would  have 
trouble  determining  what  Saudi  oud 
buyers  prefer,  but  an  Israeli  maker 
need  only  export  what  he  has  already 
been  making  for  the  local  market. 
Market  research?  No  problem.  Two 
million  Arabs  are  either  Israeli  citi- 
zens or  subject  to  Israeli  rule,  and 
there  are  an  equal  number  of  Jews  in 
Israel  of  Arab  origin. 

Or  take  agricultural  technology,  an 
Israeli  specialty.  The  Arabs  have 
heard  how  Israel  made  its  deserts 
bloom,  and  they  have  plenty  of  des- 
erts of  their  own.  Last  year  Israel  ex- 
ported $700  million  worth  of  technol- 
ogy, such  as  its  famous  drip  irrigation 
systems.  Official  statistics,  of  course, 
don't  say  how  much  of  that  went  to 
Arab  countries,  but  judging  by  how 
much  production  leaves  Israeli  fac- 
tories with  the  firms'  names  and  na- 
tionality left  off,  the  figure  may  be 
10%  to  20%.  The  distinctive  black 
piping  of  Israeli  drip  systems  can  be 


seen  on  either  side  of  the  Jordan  River, 
and  as  far  away  as  Saudi  Arabia. 

This  peculiar  trade  with  an  enemy 
sworn  to  strangle  Israel  economically 
has  flourished,  moreover,  despite  an 
even  more  peculiar  lack  of  encourage- 
ment from  the  Israeli  government. 
Says  Avner  Portnoy  of  the  govern- 
ment's Export  Institute  in  Tel  Aviv, 
"Every  manufacturer  finds  his  own 
way.  Of  course,  there  is  indirect  trade, 
but  we  don't  know  about  it."  The 
Bank  of  Israel  and  other  official  bodies 
say  they  don't  know,  either. 

That  is  probably  close  to  the  truth. 
Keeping  track  of  a  shipload  of  chemi- 
cal fertilizer  (to  say  nothing  of  Eli  S.' 
little  bottles,  which  are  distributed 
through  Italy)  can  be  work  often  more 
suited  to  an  intelligence  agent  than  a 
commerce  minister.  "Cargo  fitted  out 
with  a  bill  of  lading  marked  Genoa 
may  actually  sail  directly  to  Alexan- 
dria," explains  a  former  analyst  for 
Shin-Bet,  Israel's  intelligence  service. 
"By  that  time  it's  become  Italian 
goods,  with  no  trouble  being  moved 
further  along  in  the  Arab  world." 

It  happens  elsewhere,  too.  Ships 
have  been  known  to  stop  in  Rotter- 
dam only  long  enough  to  add  some 
Dutch  merchandise  to  the  Israeli  car- 
go in  the  holds.  Of  course,  should 
verifiable  transshipment  be  neces- 
sary, ports  in  Cyprus,  Greece,  Italy 


and  Turkey  are  always  close  by. 

The  ultimate  question  is  not  how 
it's  done,  but  what  it  adds  up  to.  "No 
one  has  the  figures,"  says  Eliezer 
Sheffer  of  the  economics  faculty  at 
Jerusalem's  Hebrew  University.  "One 
can  give  you  a  guess  of  1%,  and  an- 
other, 10%.  Either  can  be  right." 

Yet  a  good  estimate  can  be  made. 
Israel,  with  a  population  of  4  million 
(plus  another  million  and  a  half  in 
disputed  areas  added  after  the  Six-Day 
War),  is  such  a  small  place  that  people 
involved  with  international  trade  all 
seem  to  end  up  making  the  same 
guess,  and  for  the  same  reason:  per- 
sonal experience.  "A  lot  of  it  is  hear- 
say," admits  Ilan  Barzel  of  Euroteam, 
the  Tel  Aviv  business  consultants. 
"But  while  investigating  the  sales  of 
one  Israeli  product  abroad,  I  noticed 
that  the  figures  for  Holland  were  out 
of  all  proportion.  .  .  ."  By  using  such 
calculations,  Barzel  puts  the  upper 
limit  on  indirect  Israeli  sales  to  the 
Arab  world  at  5%.  Last  year's  total 
exports  were  just  under  $10  billion. 

Gad  Gilbar,  a  specialist  in  Mideast 
economics  at  Haifa  University,  con- 
siders this  estimate  to  be  a  reasonably 
conservative  one.  "The  potential  is 
enormous,"  Gilbar  says.  "Most  of  the 
Arab  economies  do  not  produce  the 
sort  of  goods  we  do,  so  if  political 
factors  don't  disrupt  it,  the  trade  will 
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And,  once  they  get  into  Lebanon,  why  not  an  airlift  from  Beirut  to  lucrative  Guy  markets? 
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By  knowing 

the  best  buyers, 

we  got 

the  best  value 
for  100  sellers. 


Some  companies  want  to  sell.  Some 
have  to.  But  all  sellers  have  a  vital 
interest  in  receiving  the  highest 
possible  value  for  their  companies. 

That  means  singling  out  the  buyers 
to  whom  our  clients'  businesses  are 
uniquely  valuable.  Important  buyers  like 
Standard  Oil  of  California,  McDonnell 
Douglas,  Goodyear  and  Aetna. 

We  have  assembled  a  merger  and 
acquisition  team  unusually  skilled  at 
doing  precisely  that.  Since  1978,  we  have 
represented  100  sellers  for  an  aggregate 
price  of  over  $30  billion. 

To  help  clients  get  the  best  value, 
our  relationship-oriented  investment 
bankers  work  closely  with  senior  man- 
agement to  develop  a  deep  and  thorough 
understanding  of  their  businesses— their 
long-term  strategies  as  well  as  their 
current  needs. 

We  help  them  get  the  best  value  by 
knowing  what  is  achievable  in  the 
merger  markets  and  what  is  not. 

And  by  being  very  very  good  at 
analyzing  the  buyer's  needs  and  business, 
as  well  as  the  seller's,  in  order  to  find  the 
special  fit  that  maximizes  the  value  of  a 
transaction  to  both  parties. 

Our  approach  has  proven  itself  in  all 
types  of  situations:  friendly  one-on-one 
negotiations,  limited  auctions,  contested 
takeovers,  divestitures,  difficult  workouts 
and  leveraged  buyouts. 

When  we  negotiate  a  deal,  we 
intend  to  achieve  speedy  mutual  commit- 
ments and  a  quick  closing.  Our  success  at 
doing  that— while  finding  the  best  way  to 
get  the  highest  value— is  making  us  the 
firm  to  watch  in  mergers  and  acquisitions. 


Merrill  Lynch  Capital  Markets 

Investment  banking 

Expertise  Across  The  Board 
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WhyRCM 

m  the  vast  universe  of  corporations,  RCA  stands  alone.  Certainly,  others  manufac- 
ture television  sets.  Still  others  are  major  forces  in  communications,  broadcasting, 
defense  and  aerospace.  But  no  other  company  does  all  of  the  things  that  RCA  does. 

That  distinction  not  only  makes  RCA  unique,  it  has  enabled  us  to  develop  talents  and 
abilities  that,  we  believe,  no  other  single  corporation  possesses. 

Three  years  ago,  new  top  management  at  RCA  took  a  long,  hard  look  at  those 
talents  and  abilities.  And  at  the  industries  in  which  we  compete.  The  resulting  strategy  was  a 
simple  one-do  what  we  do  best.  In  short,  focus  on  three  businesses  that  offer  the  greatest 
potential  for  future  growth -electronics,  communications  and  entertainment. 

7 he  results  have  been  dramatic.  In  home  video  systems  RCA  has  built  a  leading 
market  share  in  television  receivers,  video  cassette  recorders  and  cameras.  And 
we're  pioneering  the  ingenious  charge-coupled-device  (CCD)  in  a  revolutionary  broadcast 
camera  that  can  practically  see  in  the  dark. 

In  space,  our  business  has  taken  off.  RCA  is  the  leader  in  the  design  and  construction 
of  both  communications  and  meteorological  satellites.  And  our  cameras  and  video  equipment 
are  playing  a  major  role  in  the  Space  Shuttle  program. 

AEGIS,  the  Navy's  seaborne  weapons  defense  system,  was  developed  and  built  by 
RCA.  The  first  two  cruisers  in  this  new  series  are  now  in  service  and  we've  been 
awarded  contracts  for  eleven  additional  ships. 

[n  1983,  NBC  captured  more  prime-time  Emmy  Awards  than  the  other 
two  networks  combined.  RCA  Records  had  a  smash  year  with  hits  by 
Kenny  Rogers,  Alabama  and  Hall  &  Oates.  And,  in  conjunction  with  Columbia 
Pictures,  RCA  has  become  a  leader  in  prerecorded  music/video  cassettes. 

This  tremendous  success  has  had  another  effect-RCA's  earnings  in  the  second  quarter 
were  the  highest  in  the  Company's  history. 

If  these  facts  surprise  you,  write  to  us  at:  This  Is  RCA,  P.O.  Box  91404,  Indianapolis, 

I  Ind.  46291  and  we'll  send  you  a  few  more  surprises.  You  see,  we  want  you  to 
rethink  RCA.  As  a  corporation,  as  an  investment  or  as  a  place  to  work.  Because  when  you  do, 
you'll  realize  that  RCA  really  is  one  of  a  kind. 
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One  Of  A  Kind. 


continue  to  grow." 

How  do  the  Israeli  exporters  man- 
age it?  "There's  the  very  sophisticated 
use  of  third  parties,"  Gilbar  says. 
"Consider  Israeli  components  in  var- 
ious finished  goods.  In  technological 
industries  the  second  or  third  element 
can  be  the  most  important,  and  most 
expensive.  An  Israeli  manufacturer 
can  be  exporting  components  to  the 
U.S.  that  become  40%  of  the  value 
when  the  finished  product  is  sold  in 
Riyadh."  Can't  Arab  boycott  officials 
trace  this?  "The  Israeli  component 
maker  simply  lists  the  U.S.  as  final 
market,"  Gilbar  says,  not  without 
some  satisfaction.  "And  the  Ameri- 
can producer  won't  declare  it." 

While  this  thriving  indirect  trade 
goes  on  with  avowed  enemies,  com- 
merce with  the  three  Arab  countries 
where  Israel  has  an  open  border — 
Egypt,  Lebanon  and  Jordan — has  been 
problematic,  glaringly  so  with  Egypt. 
Long  before  Anwar  Sadat  made  his 
historic  journey  to  Jerusalem  in  1977, 
you  could  get  Israeli  beer  in  Cairo.  It 
was  called  "O.K.,"  and  for  all  the  in- 
formation on  the  label  it  could  have 
come  from  Mars.  These  days  Cairenes 
drink  another  Israeli  beer  called  Mac- 
cabee,  and  there  is  no  hiding  its  ori- 
gin. But  for  Israelis  who  had  hoped 
peace  with  Egypt  would  bring  healthy 
trade,  this  slight  improvement  only 


underscores  the  disappointment. 

In  fact,  Israeli  trade  with  Egypt  has 
been  an  insignificant  $2  million  or  so 
annually.  Seev  Hirsch,  professor  of  in- 
ternational trade  at  Tel  Aviv  Univer- 
sity, figures  another  $18  million  gets 
through  unofficially.  But  in  view?  of 
the  high  hopes,  peace  with  Egypt,  "all 
in  all,  has  been  a  trade  bust. 


Up  to  90%  of  West  Bank 
agricultural  production 
can  properly  be 
considered  an  Israeli 
product  planted  and 
harvested  by  Arabs.  .  .  . 
"Everyone  goes  to 
considerable  lengths  to 
keep  this  quiet." 


At  least  part  of  the  blame  is  Israel's. 
Only  recently  was  it  disclosed  that  in 
talks  that  followed  the  signing  of  the 
Camp  David  accords  in  1979,  the 
Egyptians  themselves  suggested  the 
possibility  of  direct  barter  of  Israeli 
goods  for  the  $500  million  worth  of 
oil  they  had  agreed  to  supply.  But  the 
Israelis  turned  it  down.  A  pity,  says 
Hirsch:  "We  could  have  made  a  tre- 
mendous inroad  into  the  Arab  boycott 
of  Israeli  goods." 

But  much  of  the  problem  today  is 


le  fertilizer,         < 


on  the  Egyptian  side.  Take 
for  instance,  where  Egypt  can  supply 
part  of  the  raw  material  for  a  product 
Egypt  desperately  needs.  A  major  Is- 
raeli firm  was  ready  to  buy  $10  mil- 
lion worth  of  Egyptian  chemicals  and 
sell  back  the  same  value  in  usable 
fertilizer.  "Our  price  is  $250  a  ton  and 
[the  Egyptians  are]  still  paying  $300 
for  non-Israeli  alternatives,"  says  the 
Israeli  executive  who  tried  to  push  the 
deal  through.  He  shakes  his  head. 
"We  were  prepared  to  capitalize  the 
whole  venture,  there  as  well  as  here. 
But  there  was  no  response." 

Or  textiles.  Delta,  an  important  Tel 
Aviv-based  manufacturer,  proposed  to 
set  up  a  small  Cairo  factory  to  sew 
Israeli  fabrics  for  re-export  to  the  big 
Marks  &.  Spencer  department-store 
chain  in  the  U.K.  "The  application  is 
still  in,"  says  Delta  head  Dov  Laut- 
man.  "But  after  three  years  it's  no 
longer  alive." 

Indeed,  most  Israeli  businessmen 
have  folded  their  tents  in  Cairo — al- 
though Koor,  the  conglomerate  that 
dominates  Israeli  industry,  still  main- 
tains a  one-man  office  there.  Even  Is- 
rael's agricultural  technology  has 
failed  to  sell  big  in  Egypt.  Sometimes, 
says  Avihu  Yodfat,  who  spent  two 
years  traveling  up  and  down  the  Nile 
for  Israeli  fiims,  noncommercial 
World  Bank  terms  are  more  attrac- 


SAN  DIEGO 
THE  PERFECT  BUSINESS  CLIMATE 


From  the  boardroom  to 
the  bay,  San  Diego's 
climate  has  all  the  right 
elements.  Just  ask  TRW  and 
the  more  than  400 
technology  based  firms  that 
employ  over  10%  of  our 
abundant  and  qualified  labor 
force.  Ask  IVAC  and  our 
biomedical  companies — 
they're  making  advances 
through  our  world  renowned 
R&D  facilities. 

General  Mills  came  here 
for  our  Twin  Plant 
assembly  program  with 
Mexico.  And  our 
deep  water  port  has  kept 
the  U.S.  Navy  in  town 
since  1843  .  .  .  the 
shipbuilding 
industry  since 
the  early 
1900's. 


Across  the  board, 
San  Diego's  business  climate 
is  perfect.  And  the  weather's 
not  bad,  either. 

For  information  on  the 
many  benefits  of  the 
San  Diego  business  climate 
call  (619)  234-8484  or  write 
us  on  your  company 
letterhead.  We  assure  you  a 
totally  confidential  response. 

Mail  to: 
Dan  Pegg,  President 

San  Diego  Economic 
Development  Corporation 

701  "B"  Street,  Suite  1850 

Dept.6,  San  Diego, 

California  92101 
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Helmets  to  Hackensack. . . 

Drills  to  Decatur... 

and  other  "essentials"  of  your 

everyday  life  are  brought  to  you  via 

fransway's  international  network  of 

ransportation  and  distribution  companies. 

fransway  stands  for  leadership  and  innovation 
n  Freight  Forwarding,  Marine  Transportation,  Trailer  Manufacturing 
and  Liquefied  Petroleum  Gas.  From  the  rail  "piggyback"  of  consumer 
pods  to  the  ship  transport  of  raw  materials,  from  producing  trailers  for 
perishables  and  commodities  to  the  marketing  of  LPG . . . 

fransway's  going  places  to  bring  you  products  that  serve  your  needs. 
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Transway  International  Corporation,  81  Main  Street,  White  Plains,  New  York  10601 


NYSE  symbol:  TNW 
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INTRODUCING  THE  AT&T 


ERSONAl  COMPUTER. 


The  personal  computer  game  is  ready  for 
business— and  now  it's  your  move.  To  win 
the  game  your  company  needs  a  fast, 
flexible,  reliable  personal  computer  that 
enables  you  to  call  the  shots. 

Go  directly  to  the  new  AT&T 
Personal  Computer. 

The  AT&T  Personal  Computer  is  more 
than  just  a  superior  piece  of  hardware. 
Behind  it  is  a  commitment  to  a  better  way 
of  managing  information  and  communi- 
cations. One  that  can  pay  off  handsomely 
in  increased  productivity  and  profits. 

Because  our  AT&T  PC  is  designed  to 
be  flexible  enough  to  meet  all  your  busi- 
ness needs— today  and  in  the  future. 

Whether  you  use  it  as  a  stand-alone 
workstation  or  as  a  team  player  in  a  fully 
integrated  system,  you'll  find  our  PC  a 
high-performance  machine.  And  a  hard- 
working addition  to  your  office. 

Its  fast  processing  and  high-resolution 
graphics  will  help  make  any  computer 
task  a  computing  pleasure.  In  addition, 
you  can  expect  more  standard  features. 
More  expansion  slots.  More  options  for 
future  growth. 

OFF-THE-SHELF  SOFTWARE 
DOES  THE  JOB 

Driven  by  the  MS-DOS*  operating 
system,  the  AT&T  PC  runs  the  most  pop- 
ular off-the-shelf  software  for  a  wide  range 


of  business  applications.  Financial  analysis. 
Forecasting.  Budgeting.  Word  processing. 
Inventory.  The  AT&T  PC  does  it  all. 

And  its  flexibility  means  that  when  it's 
time  to  expand,  our  PC  will  actually  make 
your  computer  growing  pains  painless. 

With  our  unique  PC  Interface  it  can  be 
linked  to  the  more  sophisticated,  higher 
capacity  world  of  the  UNIX**  System  V 
Operating  System— the  AT&T  Computer 
"brain"  that  is  emerging  as  the  operating 
system  standard  for  multi-user,  multi- 
tasking machines. 

THE  AT&T  TRADITION  CONTINUES 

Some  things  about  our  PC  cannot  be 
measured  in  bits  and  bytes,  but  are  of 
immeasurable  value. 

For  instance,  the  unmatched  service 
and  support  of  AT&T.  The  built-in  relia- 
bility—and outstanding  quality— of  our 
products.  The  century-long  tradition  of 
technological  innovation  and  personal 
attention  to  detail. 

Think  about  it.  Then  make  your  move- 
to  the  AT&T  Personal  Computer,  from 
AT&T  Information  Systems. 

To  get  in  on  the  game,  call  your  AT&T 
Account  Executive,  visit  an  Authorized 
AT&T  PC  Dealer,  or  call  1 800  247-1212. 

AT&T  INFORMATION  SYSTEMS. 
WHEN  YOU'VE  GOT  TO  BE  RIGHT. 


AT&T 


*MS-DOS  is  a  trademark  of  Microsoft  Corporation . 
UNIX  is  a  trademark  of  AT&T  Bell  Laboratu 
©1984  AT&T  Information  Systems 


tive.  Sometimes  it  is  Egyptian  nation- 
al pride  ("Jews  forget,  Arabs  remem- 
ber," Yodfat  says).  Or  Israeli  high-tech 
products  are  often  unsuited  to  the 
Egyptian  peasantry. 

But  mostly  it  is  caution.  "People 
there  are  afraid  to  take  steps,"  Yodfat 
says.  "They  don't  know  what  will 
happen  tomorrow."  Moreover,  adds 
Hirsch,  "The  Egyptians  themselves 
don't  want  to  be  blacklisted.  They're 
doing  business  with  the  Arabs." 

In  Lebanon  things  are  better,  al- 
though not  what  they  were  before  the 
hostile,  Syrian-backed  government 
took  over  in  1976.  So  far  this  year  the 
Lebanese  have  bought  over  $20  mil- 
lion worth  of  Israeli  vegetables.  It  is 
understood  that  much  of  this  is  des- 
tined for  sale  in  Arab  markets  as  far 
away  as  Oman  and  Kuwait,  all  in  the 
guise  of  Lebanese  produce.  Israel  is 
less  happy  with  the  return  trade:  a 


little  tobacco  and  a  lot  of  hashish. 

But  it's  possible  that  Israeli-Leba- 
nese border  commerce  could  again 
reach  or  surpass  the  1982  high  of  $100 
million.  So  the  political-military  arm 
of  Lebanon's  Christian  minority,  the 
Phalange,  has  been  pressing  Jerusalem 
for  a  monopoly  on  all  binational  trade. 
They  want  permission  to  operate  a 
steamship  line  between  Haifa  and 
Beirut,  where  the  Christians  control 
their  own  pier. 

Why?  Though  the  Phalange  insists 
the  idea  is  to  move  Lebanese  goods 
south  through  Haifa,  the  real  intent  is 
to  move  Israeli  produce  north  by  sea, 
evading  the  local  militias  who  control 
access  to  Beirut  by  land — and  collect 
"taxes"  for  the  privilege.  That  means 
the  Phalange  could  airlift  fruits  and 
vegetables  from  Beirut  to  lucrative 
markets  in  the  Gulf  within  a  day. 

What  about  Jordan?  "Chicanery  on 


both  sides,"  says  a  Bank  of  Israel  offi- 
cial. But  because  of  it,  the  2,200- 
square-mile  area  that  Jordan  calls  the 
West  Bank  and  Israel  calls  Judea  and 
Samaria  is  a  bizarre  and  booming 
commercial  hybrid  the  likes  of  which 
has  rarely  existed  between  enemies. 

The  commercial  barrier  between 
the  West  Bank,  captured  by  Israel  in 
1967,  and  Jordan  is  nominal  at  best. 
So  goods  flow  rather  freely — about 
12,000  truckloads  annually — over  the 
narrow  Allenby  and  Adam  bridges 
from  Israeli-administered  territory  to 
Jordan  itself.  Most  of  this  then  goes  to 
Syria,  Iraq,  Saudi  Arabia  and  markets 
in  the  Gulf.  In  all,  these  exports  to  (or 
through)  Jordan  this  year  should  ex- 
ceed $100  million.  The  rickety 
bridges  have  become  a  symbol  of  co- 
operation between  enemies. 

The  chicanery  arises  because  King 
Hussein,  considering  the  West  Bank 


An  even  better-kept  secret 


Israel's  international  arms  trade  is  reported  as  aver- 
aging $1  billion  annually,  accounting  for  one-fifth 
of  the  country's  industrial  exports.  But  this  widely 
accepted  estimate  doesn't  tell  the  whole  story.  There 
is  plenty  of  reason  to  suspect  that  some  of  Israel's 
weapons,  both  high  and  low  tech,  and  components 
find  their  way  back  to  the  Arab  world. 

For  example,  Israeli  tanks  and  armored  personnel 
carriers  may  or  may  not  have  helped  Morocco's  King 
Hassan  II  to  contain  Polisarios  in  the  former  Spanish 
Sahara— limited  confirmation  ex- 
ists— but  no  one  knows  what  the 
price  may  have  been. 

Or  take  Iran.  According  to  Eu- 
ropean reports,  Israel  and  Syria 
may  be  concluding  a  package  deal 
on  Lebanon,  part  of  which  per- 
mits the  transport  through  Da- 
mascus of  Israeli  arms  for  Iran  in 
its  war  with  Iraq.  With  the  U.S.' 
publicly  admitting  it  has  been  al- 
lowing American  firms  to  resup- 
ply  Tehran,  Israel  can  hardly  be 
expected  to  hang  back,  especially 
the  Ayatollah  has  what  Is- 
needs — oil. 
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technological  solutions  for  NATO  warplanes  through 
the  year  2000.  Many  of  these  planes,  with  their  Israeli 
components,  may  end  up  being  sold  to  the  same  Arab 
armies  that  over  the  past  decade  have  spent  $100 
billion  on  war  materiel,  mostly  in  the  West. 

Sometimes  the  paradox  can  be  uncomfortable.  Con- 
sider West  Germany's  state-of-the-art  Leopard  II  tank. 
In  addition  to  supplying  hundreds  of  routine  items — 
ranging  from  pushbuttons  to  whole  sections  of  ar- 
mor— Israel  is  producing  at  least  two  major  systems 
Hoptetfgoodflncamp  for  the  tani^  according  to  West- 
ern analysts:  the  internal,  non- 
verbal communications  system 
and  the  crucial  fire-control  tech- 
nology. The  Saudis  have  been 
pressuring  West  Germany  to  sell 
them  the  tank.  Perhaps  under- 
standably, Israel  has  been  pres- 
suring Bonn  not  to. 

Many  of  Israel's  arms  sales  are 
to  the  U.S.,  where  private  con- 
tractors encouraged  by  the  Penta- 
gon— which  likes  field-tested 
weapons — subcontract  to  Israeli 
firms  everything  from  the  sewing 
of  flak  jackets  to  the  rearmoring 
and  repowering  of  tanks. 

Ammunition  has  become  an  Is- 
raeli specialty.  "How  many  mortar 
shells  provided  to  the  Pentagon 
end  up  in  Arab  armies  supplied  by  the  U.S.  is  a  deep 
state  secret.  Ironically,  Israel  has  also  become  the 
major  source  outside  the  Warsaw  Pact  and  China  for 
any  customer  needing  ammo  and  spare  parts  for  Sovi- 
et-made weapons.  Egypt  fits  that  description.  Because 
the  Israelis  captured  so  much  Soviet  equipment  in  the 
1967,  1973  and  Lebanon  wars,  the  Jewish  state  is  now 
the  principal  non- Communist  supplier  of  such  neces- 
saries as  cartridges  fitting  the  Russian  AK-47  Kalash- 
nikov  assault  rifle. — H.K. 
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Alon  Reminger/Woodfin  Camp 


Tomato  farmer  in  northern  Sinai 

"It  is  very  difficult  to  tell  a  Moslem  tomato  from  a  Jewish  tomato. 


his,  allows  only  goods  produced  by 
West  Bank  Arabs,  not  Israeli  goods  in 
Arab  drag,  to  cross  the  river.  He  keeps 
tabs  with  the  help  of  some  8,000  ex- 
civil  servants  on  the  West  Bank  still 
receiving  royal  salaries  and  through 
his  customs  men,  who  zealously  keep 
files  on  every  factory  and  farm. 

But  between  the  occasional  payoff 
and  a  pervasive  Middle  Eastern  nepo- 
tism, the  books  are  well  cooked.  In 
the  words  of  a  former  West  Bank  Is- 
raeli army  officer,  "It  is  very  difficult 
to  tell  a  Moslem  tomato  from  a  Jewish 
tomato."  So  Israeli  farmers  outside 
the  West  Bank  sell  produce  to  Arab 
middlemen  in  Judea  and  Samaria, 
where  it  is  melded  with  West  Bank 
crops  and  sent  to  Jordan.  (Some  mar- 
keting savvy  is  often  called  for.  "Hon- 
ey from  Israel  is  purposely  dirtied  to 
make  it  appear  like  the  less-refined 
West  Bank  stuff,"  says  the  ex- Army 
officer.  "The  Saudis  prefer  it  that  way; 
otherwise  they  suspect  it's  all  sugar.") 

The  West  Bank  also  has  become  a 
showplace  for  Israeli  agricultural 
techniques.  West  Bank  farmers  using 
drip  irrigation,  specialized  fertilizers 
and  mechanization  have  raised  crop 
yields  to  amazing  levels.  Since  1967, 
by  official  figures,  farm  production  in 
Judea  and  Samaria  has  grown  by  an 
unprecedented  (some  think  unbeliev- 
able) 10%  a  year,  twice  Israel's  own 
phenomenal  5%  rate. 

But  any  figure  may  be  misleading. 
Seeds,  fertilizers,  pesticides,  hor- 
mones, tools,  water  pumps,  water 
pipes  and  even  some  of  the  water  are 
all  Israeli,  as  is  fuel  to  run  tractors  and 
trucks.  Even  the  crates  are  made  in 
Israel.  In  fact — depending  on  the  spe- 
cific fruit  or  vegetable — up  to  90%  of 
it  can  properly  be  considered  an  Israeli 
product    planted    and    harvested    by 
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Arabs.  Says  one  Western  diplomat  in 
Jerusalem  with  admirable  understate- 
ment, "Everyone  goes  to  considerable 
lengths  to  keep  this  quiet." 

There  are  many  ways  of  keeping  it 
quiet.  One  new  technique  is  to  set  up 
factories  abroad.  Israeli  plants  have 
recently  been  opened  in  West  Ger- 
many, Holland,  England,  France,  Italy 
and  South  Africa,  and  one  canny  Israe- 
li flower  grower  has  taken  over  a 
whole  valley  in  Spain.  With  the  U.S. 
and  Israel  now  negotiating  a  treaty  to 
set  up  an  unprecedented  bilateral  free- 
trade  zone,  the  movement  of  goods 
both  ways  ought  to  complicate  the 
picture;  products  will  be  all  but  un- 
traceable to  Arab  boycotters.  One 
manufacturer  of  fruit-picking  equip- 
ment, who  has  had  to  sell  his  rigs  to 
Iraq  and  Algeria  through  European 
middlemen,  will  soon  be  able  to  sell 
direct.  His  new  plant  is  in  California. 

For  those  Israeli  businessmen  who 
can't  build  plants  in  California,  the 
secret  trade  often  takes  on  an  other- 
worldly dimension  that  is  incompre- 
hensible outside  the  Middle  East. 
Which  brings  us  to  za'atar,  or  wild 
thyme,  a  pungent  Israeli  spice  enor- 
mously popular  in  the  Gulf.  Last  sum- 
mer Israeli  officials  seized  some  10 
tons  of  za'atar  that  had  been  harvested 
illegally,  leaving  whole  hillsides  in 
Israel  denuded.  Trying  to  calculate 
how  much  shipping  volume  10  tons  of 
dried  thyme  takes  up  is  an  exercise 
less  in  mathematics  than  in  imagina- 
tion. "It's  like  feathers,"  says  a  cus- 
toms official  at  the  Allenby  Bridge. 
"Anyway,  we  wouldn't  let  it  go  out  to 
Jordan.  It's  protected." 

Then  how  did  Israeli  entrepreneurs 
expect  to  slip  10  tons  of  the  stuff  to 
the  Persian  Gulf?  In  the  words  of  Eli 
S.,  "Don't  ask."  ■ 


If  this  bottle 

looks  familiar 

at  this  distance, 
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Tanquera\  iCtn.'A  singular  experience 


INTRODUCING  THE 
16  -VALVE,  INTERCOOLED  SAAB 


ANY  OTHER  CAR,  THIS  MUCH  POWER 
WOULD  BE  IRRESPONSIBLE. 


Remember  muscle  cars? 
"Getting  rubber"?  "Slam 
shifting"?  "Blowing  someone's 
doors  off? 

Screech.  Graunch.  Whoosh. 
The  golden  songs  of  a  golden 
era.  Tributes  to  the  prodigality 
of  power  in  the  hands  of  im- 
petuous youth.  Redolent  of  nos- 
talgia. And  like  many  things 
nostalgic,  out  of  place  in  the 
present. 

Now  that  gas  is  back,  so  is 
muscle.  Only  today,  you  have  a 
choice.  You  can  once  again  buy 
a  car  that  uses  it  frivolously. 

Or  you  can  buy  the  Saab 
900  Turbo. 

The  new  16- valve,  inter- 
cooled  Saab  Turbo  engine  is 
fuel-efficient,  like  the  first  and 
second  generation  Saab  turbo- 
charged  engines  that  preceded 
it.  While  being  considerably 
more  powerful  at  the  same 
time. 

Having  four  valves  per 
cylinder  (with  dual-overhead 
camshafts)  helps  the  new  Saab 
Turbo  engine  inhale  and  exhale 
easier.  It  enables  the  spark 
plug  to  be  located  at  the  center 
of  the  hemispherical  combus- 
tion chamber. 

In  strictly  practical  terms, 
this  means  combustion  is  more 
complete  and  efficient.  So  com- 
pression can  be  raised  without 
raising  the  octane  of  the  fuel 
needed  to  achieve  it. 

Increased  compression 


means  better  throttle  response. 
With  no  penalty  in  fuel  economy. 
Both  mean  greatly  increased 
driving  enjoyment. 

Intercooling  lowers  the  tem- 
perature of  the  air  mass  com- 
pressed by  the  turbocharger. 
Which  means  boost  can  be 
increased  (it  has)  and,  along 
with  it,  power  (it  has  too). 

The  intercooling  and  16- 
valve  head  combine  to  produce 
the  kind  of  mid-range  torque 
you  may  remember  from  the 
halcyon  days  of  the  muscle  car. 


1985  SAAB  PRICE  LIST* 

900  3-door $11,850 

900  4-door $12,170 

900S3-door $15,040 

900S4-door , $15,510 

Turbo  3-door $18,150 

Turbo  4-door $18,620 

Automatic  transmission  $400  additional. 


But,  unlike  the  power  of 
yesteryear,  the  power  of  the 
Saab  Turbo  has  been  harnessed 
to  be  of  maximum  practical 
advantage  in  a  real  world. 

How  to  put  power  to 
its  best  use. 

Making  a  car  go  faster  used 
to  entail  nothing  more  complex 
than  squeezing  into  it  the  largest 
engine  and  carburetors  that 
would  fit. 

With  steering  that  was 
often,  to  be  charitable,  a  bit 
vague.  Tiny  drum  brakes.  A 
chassis  that  was  nothing  if  not 
flexible. 


And  a  body  that  had  little 
crashworthiness  going  for  it 
other  than  sheer  mass. 

Saab  thinks  other  things 
should  precede  power  before  it 
can  be  put  to  responsible  uses. 

First,  you  should  build  a 
body  that  is  not  only  rigid,  but 
safe. 

Under  that,  you  should  put 
the  best  shock  absorbers  avail- 
able (gas  filled)  so  the  power 
can  be  transmitted  to  the  road 
no  matter  what  kind  of  road  it's 
transmitted  to. 

The  brakes  should  be  more 
than  equal  to  the  power  they're 
meant  to  hold  in  check.  Four- 
wheel  disc  brakes. 

These  brakes  should  ride 
within  wheels  and  tires  capable 
of  resolute  traction.  Light-alloy, 
15"  wheels  with  low  profile, 
high-performance  radials. 

Steering  should  be  precise, 
channeling  power  towards  its 
proper  course. 

And  power  should  be 
transmitted  through  the  front 
wheels,  where  it  can  do  the 
most  practical  good. 

All  these  things  make  a 
Saab  the  perfect  environment 
for  an  engine  like  the  inter- 
cooled,  16-valve  Turbo  engine 
being  introduced  in  1985. 

Of  course,  if  you  look  for 
them,  you  will  find  more  power- 
ful cars  on  the  market. 

But  none  that  use  their 
power  so  wisely  or  as  well. 


*  Manufacturer's  suggested  retail  prii  es.  Not  including  taxes.,  license,  freight,  dealer  charges  or  options.  There  are  a  limited  number  of  turbo  models  available  with  Saab's  Exclust 
Appointments  group,  which  includes:  leather  upholstery,  fog  lights,  and  electric  sunroof,  at  additional  cost. 
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77z£  mos/  intelligent  car  ever  built. 


Cities/Fort  Wayne 


Fort  Wayne,  in  the  heart  of  the  rust  bowl, 
hit  bottom  when  the  big  Harvester  plant 
closed.  Today  some  of  the  rust  is  scraped 
away  and  a  little  of  the  shine  is  back. 

"It  was  hell, 
but  I  survived" 


By  Barry  Stavro 


s  bv  Paul  Fellers 


I  was  back  in  the  old  machine 
shop  during  the  auction/'  Donald 
Chisholm  said.  "There  used  to  be 
big  old  drill  presses.  It  was  a  huge 
place.  But  what  just  amazed  me  is 
that  all  it  was  was  four  walls.  It  struck 
me  that  you  can  build 
trucks  anywhere.  All  you 
need  are  four  walls." 

Chisholm  was  talking 
about  the  International 
Harvester  truck  plant, 
once  the  pride  of  Fort 
Wayne,  Ind.  Harvester 
used  to  have  10,500  em- 
ployees in  town.  A  man 
on  the  line  could  earn 
$25,000  a  year,  even 
$40,000  with  overtime. 
You  had  the  job  forever, 
and  the  pension  was  the 
best.  Then  in  July  1983 
Harvester  shut  it  for  good. 
You  didn't  need  Fort 
Wayne.  You  just  needed 
walls,  anywhere. 
Pat  Bruggeman,  a  local 
businessman,  and  three 
partners  bought  the  200- 
acre  International  Har- 
vester truck  plant  cheap, 
$1.2  million,  and  subdi- 
vided it.  There's  a  ti 
truckmaker,  a  w<  ekend 
flea  market,  a  used 
dealer,  maybe  20  little  op- 
erations, 200  jobs  in  all. 

"I  used  to  get  depressed 
walking  in  here,"  Brugge- 
man says.  "It  was  like 
looking  at  a  dead  ele- 
phant. A  huge,  powerful, 
productive  machine  just 


dead."  He  fingers  an  auction  tag  still 
attached  to  a  steam  hammer  from  the 
forge  shop.  Bruggeman  says  the  ham- 
mer cost  $400,000  to  build,  sold  at 
auction  for  $2,000,  and  then  the  new 
owner  left  it  behind  because  he 
couldn't  find  a  buyer.  "But  it's  like 
going  to  a  graveyard.  At  first  you're  all 


The  old  Inte 


i!  Harvester  truck  plant  is  quiet  nou 


depressed.  After  a  while  it's  not  quite 
so  depressing." 

You  don't  lose  them  all,  not  even  in 
Fort  Wayne,  fust  the  other  week  Gen- 
eral Motors  said  it  will  build  a  brand- 
new  $500  million  pickup  truck  plant 
on  a  grassy  field  just  outside  city  lim- 
its with  all  the  robots  GM  can  muster 
and  3,000  workers  making  that  good 
old  UAW  scale.  The  GM  plant  is  a 
great  catch,  even  without  considering 
that  the  Fort  Wayne  area  lost  30,000 
jobs — 15%  of  its  work  force — be- 
tween 1979  and  1982.  "I  figured  it 
would  take  us  10  to  12  years  to  get 
back  to  our  previous  peak,"  says 
Thomas  Guthrie,  an  economist  at  In- 
diana-Purdue University  here.  "Now 
we're  on  a  pace  that  cuts  that  time 
frame  in  half.  It's  changed  the  whole 
psychology  of  the  community." 

That  doesn't  mean  all  the  problems 
are  done  with.  GM  has  its  own  big 
layoff  list  around  the  rust  bowl,  so 
that  new  plant  isn't  likely  to  take  on 
many  refugees  from  Harvester  like 
Ken  Hughes.  Ken  is  only  34,  but  all 
his  family  has  known  for  three  gen- 
erations is  Harvester.  His  grandfather 
started  at  the  plant  when 
it  opened  in  1923  and  put 
in  35  years.  His  dad  put  in 
39  years.  Ken  started  in 
1969,  six  months  out  of 
high  school.  "Thirteen 
years  later  I  had  gone  from 
$3.18  an  hour  to  $13  for 
the  same  job.  That  always^ 
astounded  me.  And  the 
union  got  us  beaucoup 
more  benefits.  It  was  the 
ultimate  place  to  work.  I 
had  little  education  and  I 
was  making  $25,000  a 
year."  He  had  at  least 
$5,000  in  the  bank,  two 
cars,  a  house  and,  for  his 
wife  and  three  children,  a 
future.  "Once  you  got  ten 
years'  seniority,  it  was  an 
axiom  at  Harvester  that 
you  had  it  made.  It  was 
hfe  employment." 

Ken  got  his  pink  slip 
Nov.  16,  1981.  They  al- 
ways remember  the  date. 
The  house  payments — re- 
member those  8%  mor- 
tages? — were  only  $120, 
and  unemployment  com- 
pensation covered  that  at 
first.  But  Ken  has  been 
bouncing  for  three  years. 
He  and  his  wife,  Cheryl, 
tried  their  own  landscap- 
ing business,  but  it  wasn't 
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Doumtoum  Fort  Wayne,  the  courthouse  (foreground)  and  the  Fort  Wayne  National  Bank  Building  (background 
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This  time,  we  know 
which  came  first. 


Maxell's  High  Density  Disk,  1982 

Two  years  before  IBM's  block- 
buster Personal  Computer  AT, 
Maxell  was  ready.  PC  AT's 
high  density  drive  requires  a 
high  density  floppy  disk. 
And  Maxell  developed  the  very 
first  high  density  floppy  disk 
commercially  available. 
Back  in  1982. 
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IBM's  new  PC  AT,  1984 


What's  so  terrific  about 
high  density? 

The  standard  51/4"  disk  drive 
on  IBM's  popular  PC  can  store 
320  Kilobytes  of  information 
on  a  floppy  disk.  This  is 
equivalent  to  about  160  typed 
pages.  The  high  density  drive 
on  PC  AT  in  combination  with 
our  high  density  disk  can 
record  1200  Kilobytes 
(1.2  Megabytes)  of  information. 
That's  600  typed  pages. 

How  we  squeezed  all  this 
onto  a  5Va"  floppy  disk. 

Information  is  stored  on 
a  layer  of  oxide  particles  on  the 
disk's  surface.  To  create  our 
high  density  disk,  we  had  to 
more  than  double  the  disk's 
magnetic  sensitivity. 
This  involved  reducing  the 
oxide  layer  from  a  mere  2.5 
pm  thinness  to  an  incredible 
1  ^m— along  with  the  develop- 
ment of  a  new  Epitaxial  particle 
with  unique  magnetic 
characteristics.  This  advanced 
technology  produced  a  disk 
with  a  magnetic  intensity  of  635 
oersteds,  against  300  on 
a  normal  disk. 

The  result?  An  ultra-thin 
coating  which  holds  many  more 
bits— or  electrical  pulses— of 
information:  15,000  Bits  Per  Inch 
vs.  6,000  BPI  on  an  average 
disk.  The  benefit  for  you: 
1200KB  of  storage  on  a  high 


density  disk,  rather  than  320KB 
on  a  standard  floppy. 

The  perfect  package 
for  your  data. 

Like  all  Maxell  Gold  Standard 
floppy  disks,  the  PC  AT 
compatible  high  density  disk 
comes  with  a  lifetime  warranty. 
And  whether  your  computer  is 
the  new  PC  AT,  or  virtually 
any  computer  made,  there's  a 
Gold  Standard  floppy  that's  just 
right.  Maxell  formats 
include  8,"  51/4,"  even  the 
new  3V2"  microdisk  for  the 
Apple  Macintosh. 

Let's  end  the  debate. 

Maxell  was  first  with  the  high 
density  disk.  IBM  was  first  with 
the  computer.  Combine  PC  AT 
with  Maxell's  high  density  disks 
and  you'll  have  the  ultimate 
in  successful  computing. 


maxell 


Hitachi  Maxell,  Ltd. 


Osaka,Japan 


U.S.  Manufacturing  Subsidiary:  Maxell  America,  Inc.,  Conyers,  GA 
U.S.  Marketing  Subsidiary:  Maxell  Corporation  of  America,  Inc.,  6C  Oxford  Dr.,  Moonachie,  NJ  07074 


IBM  is  a  registered  trademark  of  International  Business  Machines  Corp    Personal  Computer  AT  and  PC  AT  are  trademarks  of  IBM 
Apple  is  a  registered  trademark  of  Apple  Computer,  Inc    Macintosh  is  a  trademark  licensed  to  Apple  Computer,  Inc. 


the  best  of  times.  "I  think  there  were 
six  home  starts  in  this  city  all  sum- 
mer," Ken  says.  "You'd  walk  through 
the  malls  and  seldom  see  any  people 
smiling.  A  plague  hit  this  city." 

Finally  Cheryl  got  a  job  as  a  wait- 
ress, making  about  $250  a  week.  Ken 
took  his   retraining  courses,    every- 
thing from  Dale  Carnegie  to  broad- 
casting. He  did  maintenance  work  at 
the    Holiday    Inn    for    $4    an    hour, 
worked  as  an  announcer  at  a  small  FM 
station — that's    $4.50    an 
hour — and  put  in  time  as  a 
disk    jockey    at    private 
clubs,  three  jobs  at  once. 

"I  did  that  for  seven 
months.  With  all  three 
jobs  I  still  made  $100  less 
a  week  than  at  Harvest- 
er." He  got  to  be  banquet 
manager  at  the  motel, 
which  lasted  until  man- 
agement changed.  Then 
he  got  a  $325-a-week  job, 
for  75  hours'  work  a  week, 
as  a  maintenance  man  at  a 
big  apartment  complex. 
He  quit  that  in  August  af- 
ter too  many  paychecks 
bounced.  Now  he  puts  in 
a  few  hours  a  day  install- 
ing satellite  TV  dishes  in 
town  and  baby-sits  with 
daughter  Seyra,  5  years 
old,  while  Cheryl  works.  Ken  Hughes, 
"It's    the   Mr    Mom    syn- 


Cities/Fort  Wayne 


and  president  of  Summit  Bank. 

"With  Harvester  shut  down,  Fort 
Wayne  has  become  a  more  attractive 
business  community  for  us  to  operate 
from,"  says  Walter  Ainsworth,  presi- 
dent of  the  Phelps  Dodge  Magnet 
Wire  Co.  "The  union  situation  is 
abating  somewhat.  As  more  labor  is 
available,  perhaps  wages  will  not  rise 


a.k.a.  Mr.  Morn,  bab\'-sits  his  children 


drome.  We're  all  home  with  kids 
while  the  wife  is  out  working." 

For  Ken,  having  a  job  that  required  a 
white  shirt  and  tie  wasn't  all  bad.  "In 
the  last  two  years  I've  become  aware 
of  another  world.  Leaving  Harvester 
could  be  the  best  thing  that  ever  hap- 
pened to  me.  It's  forced  me  to  refine 
my  skills,  and  I  expect  a  lot  more  out 
of  myself  than  ever  before."  The  trou- 
ble is  he's  been  through  a  lot  of  dead- 
end jobs  in  Fort  Wayne,  and  the  bank 
account  is  down  to  $500.  "I  need  a  job 
now.  I'd  relocate — be  gone  in  a  sec- 
ond—for a  $20,000  job.  But  I'll  never 
again  lock  myself  into  any  one  com- 
pany. I'm  past  that.  I'll  always  keep  an 
eye  on  where  else  I  can  go." 

Having  worked  at  Harvester,  it 
turns  out,  can  be  a  strike  against  you 
in  Fort  Wayne.  "Half  the  guys  I  know 
in  town  would  not  hire  a  Harvester 
worker,"  says  Bruggeman,  who 
bought  the  old  plant.  They  got  $13  an 
hour,  more  than  any  other  blue  col- 
lars, and  better  benefits,  too,  and  they 
were  solid  union.  A  Harvester  secre- 
tary earned  more  than  3  school- 
teacher. "We  regularly  losr  data  pro- 
cessing people  and  secretaries  who 
got  30%  increases  in  salary,"  says 
Dick  Doermer,  a  lifelong  Fort  Wayner 


as  much  as  they  had." 

"Their  background  just  didn't 
mesh.  We  deal  with  transistors,  resis- 
tors, computer  memory  chips.  They'd 
dealt  with  transmissions,"  says  Jim 
Loomis,  president  of  Magnavox  Elec- 
tronic Systems  Co.  ($400  million  in 
sales),  now  the  Fort  Wayne  area's  big- 
gest employer,  with  5,300  workers 
making  aircraft  radios  and  sonobuoys. 

"Employers  said,  'Oh,  we  can't  af- 
ford to  pay  you  what  Harvester  did.'  It 
was  like  being  dirt  beneath  their  feet. 
I  was  willing  to  take  less.  But  busi- 
nesses had  it  great,  they  could  pick 
and  choose,"  says  Deborah  Toms, 
who  had  nine  years  at  Harvester.  Her 
husband,  a  Harvester  man,  lost  his 
job,  too,  and  then  they  divorced,  and 
she  took  food  stamps.  Leaving  town 
wasn't  much  of  an  option.  "I'm  not  a 
woman  of  the  world.  I  haven't  been  to 
that  many  places — New  York  once, 
Florida,  Cincinnati,  really  that's  it." 
She  got  out  of  debt  with  personal 
bankruptcy  and  got  a  $15,000-a-year 
job  at  city  hall  in  the  community  ser- 
vices department;  she  lives  with  her 
two  children  in  a  trailer  on  her  par- 
ents' farm.  "It's  not  great  money,  but 
it's  money,"  she  says.  "It's  been  hell. 
But  I  survived.  We  all  survived." 


Donald  Chisholm  is  one  of  the 
lucky  ones.  He  got  laid  off  but  was 
taken  back  to  drive  a  forklift  at  $12.68 
an  hour  at  Harvester's  Springfield, 
Ohio  plant,  150  miles  away.  He  shares 
an  apartment  during  the  week  in 
Springfield  with  another  Fort  Wayne 
commuter.  Every  weekend  he  hops  on 
his  Yamaha  motorcycle  and  heads 
back  home  to  a  70-acre  farm  north  of 
Fort  Wayne. 

"Every  Friday  night  we  have  the 
Indy  150,"  he  says.  He 
covers  the  distance  home 
in  three  hours.  He's  45 
and  has  six  more  years  be- 
fore qualifying  for  a  30- 
and-out  pension,  which,  if 
Harvester  makes  it,  too, 
will  give  him  about 
$1,000  a  month. 

Businessmen  like  Clem 
Trevino  got  hurt,  too. 
Clem's  parents  were  mi- 
grant farm  workers  in 
Texas,  and  when  his  two 
older  brothers  drove  up  to 
Michigan  job  hunting  30 
years  ago,  the  car  broke 
down  in  Fort  Wayne. 
They  stayed.  Clem  and 
his  three  brothers  own 
four  Mexican  restaurants 
plus  a  wholesale  food 
company.  For  a  dozen 
years  business  was  good: 

"The  workers  would  get 

their  check  on  Friday  and  stay  all  eve- 
ning drinking  and  partying  with  us." 
After  Harvester  closed,  the  brothers 
fired  their  $14,000-a-year  assistant 
night  managers  and  worked  those  jobs 
themselves.  Forget  vacations.  "I  don't 
even  keep  track  of  how  long  I  work. 
Until  I  go  to  sleep,"  Clem  says.  Last 
year  they  went  into  bankruptcy,  but 
they  are  still  running  the  businesses, 
still  trying  to  climb  back,  and  they  are 
proud  of  that.  Plenty  of  others  just 
shut  for  good.  "We  were  fortunate  to 
survive  this  far." 

The  population  of  Fort  Wayne,  seat 
of  Allen  County  and  the  state's  sec- 
ond-biggest city,  is  now  167,600. 
That's  down  a  couple  of  thousand,  as 
families  movdd  out  looking  for  work. 
It's  160  miles  northwest  to  Chicago 
and  160  northeast  to  Detroit.  Harvest- 
er opened  its  truck  plant  here  in  1923. 
Dana  Corp.,  which  makes  truck  axles, 
came,  too.  Magnavox  relocated  from 
California.  The  city  became  the 
center  of  the  magnet  wire  industry 
(the  wires  are  used  in  automobile 
voltage  regulators  and  electric  win- 
dow motors),  which  also  brought  in 
Essex  Wire,  Phelps  Dodge  and  Gener- 
al Electric.  Central  Soya,  the  big  grain 
company,  is  also  headquartered  here. 


70 


FORBES,  OCTOBER  22,  1984 


Fort  Wayne  Mayor  Winfield  Moses  Jr.  (left)  at  the  site  of  GM's  future  truck  plant 


And  a  20-minute  drive  from  down- 
town puts  you  in  farm  country,  where 
corn,  wheat  and  soybeans  grow  in  ro- 
tation with  hay,  clover  and  alfalfa. 

With  strong  unions  and  the  indus- 
trial boom  after  World  War  II,  Fort 
Wayne  was  blue-collar  Utopia.  Golf 
was  a  blue-collar  sport  here  long  be- 
fore Arnold  Palmer  popularized  it  for 
the  masses.  Not  all  disasters,  Fort 
Wayne  knows,  are  economic.  In  the 
spring  of  1982  came  devastating 
floods  that  put  one-quarter  of 
the  city  under  watei,  made 
10,000  homeless  and  inflicted 
property  damage  of  $50  million. 
It  would  have  been  worse  but 
for  30,000  volunteers,  mostly 
teenagers,  who  piled  sandbags 
17  feet  above  the  flood  line. 
President  Reagan,  moved  by 
news  reports,  visited  the  city 
and  piled  a  few  sandbags  him- 
self. "The  city  that  saved  it- 
self," they  began  to  say. 

But  Harvester  was  sinking 
fast.  The  city,  after  years  of  dis- 
daining growth — who  wanted 
the  higher  taxes  that  came  with 
more  people  and  children? — 
raised  $31  million  to  try  to  con- 
vince  Harvester    to    keep    the 


plant  going.  "A  crisis  like  this  nicely 
concentrates  the  mind,"  says  Mayor 
Winfield  Moses  Jr.  After  Harvester  de- 
cided to  keep  open  its  newer  plant  in 
Springfield,  Ohio  and  close  Fort 
Wayne,  the  mood  darkened.  "People 
at  the  Chamber  of  Commerce  would 
stop  me  in  the  street  and  say,  'What 
are  we  going  to  do  now?'  "  the  mayor 
recalls. 

Many  here  feel  that  Fort  Wayne  was 
lucky  to  have  Moses,  an  apartment- 
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builder  -  turned  -  Democratic  -  politi- 
cian, in  the  mayor's  chair.  An  aggres- 
sive, cheerful  sort  with  a  head  full  of 
prematurely  graying  hair,  Moses  gal- 
vanized the  town  into  an  all-out  hunt 
for  business.  "It  required  an  act  of 
God  to  bring  a  new  business  to  town," 
Moses  says.  There  wasn't  even  an  eco- 
nomic development  office  when  he 
was  elected  in  1979.  "The  consultants 
said  our  economy  would  have  15%  to 
17%  structural  unemployment  until 
enough  people  left  town,"  Mo- 
ses remembers.  It  got  up  to 
13%,  but  it's  officially  down  to 
8%  for  the  year,  which  is  not  far 
off  the  national  average.  (There 
is  some  feeling  that  the  figure  is 
understated.) 

"The  silver  lining  from  the 
International  Harvester  quest 
was  that  we  had  $30  million  left 
in  inducements — job  training 
programs,  sewer  extensions,  tax 
abatements.  That  $30  million 
was  our  pool  to  buy  jobs  with," 
Moses  says.  The  city  and  coun- 
ty put  up  $3.4  million  for  a  new 
building  for  ITT  and  leased  it  to 
the  conglomerate  for  $1,000  a 
year.  ITT,  which  already  had  a 
plant  here,  was  expanding  at  the 
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Which  Information  Technology  company 

is  ready  with  a  cost-saving  network  to  meet 

your  nationwide  communication  needs? 


For  your  inf  or  matioi 
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It's  difficult  enough 
to  maintain  effective 
communications  with 
your  people  down  the 
[I  hall  or  up  the  street 
J  But  when  you  need 
to  keep  information 
flowing  across  the  state 
-or  across  the  country- 
the  difficulty  and  ex- 
pense can  be  formidable. 
The  Wide  Area  Network. 
jj  That's  why  more  and  more 
II  business  leaders  are  turning 
'  to  Harris  for  a  Wide  Area  Net- 
work that  will  improve  their  com 
munications  effectiveness. 
Atlantic  Richfield  Company,  for  in- 
stance, needed  an  efficient,  cost- 
effective  communications  link  between 
company  facilities  in  Los  Angeles, 
Denver,  Dallas  and  Philadelphia  and 
field  locations  in  Anchorage  and 
Prudhoe  Bay,  Alaska.  Harris  met  this 
need  with  an  advanced  satellite  and 
microwave  network  linking  the  cities 
in  the  lower  48  states  with  the  Alaskan 
communications  network  operated  by 
Alascom.The  six-city  hook-up  pro- 
vides voice  communication,  high- 


speed data  transmission  and  video 

teleconferencing. 

The  Harris  Solution. 

If  escalating  communication  costs  and 
limited  services  are  hindering  your 
company's  progress,  Harris  will  come  up 
with  a  network  designed  specifically  to 
your  needs.  We've  been  doing  this  for 
companies  across  the  country  and  gov- 
ernments across  the  globe  for  the  past 
25  years.  We  even  have  a  division  dedi- 
cated solely  to  installing,  operating  and 


maintaining  private  tele- 
communication networks 
for  business,  industrial, 
financial,  institutional  and 
governmental  customers. 
Get  the  Best  of  Both 
Worlds. 

Harris  is  an  Information 
Technology  company  with 
a  broad  base  of  products 
for  both  communicating 
and  processing  informa- 
tion. You  can  call  on  us  for 
everything  from  super- 
minicomputers to  digital 
telephone  systems,  word 
processors  to  TV  cameras  and 
broadcast  equipment  DDP  sys- 
tems to  satellite,  lightwave  and  micro- 
wave networks,  integrated  circuits  to 
microprocessors.  And  much  more. 
Which  may  be  why  Harris  customers 
purchased  $2  billion  of  our  products 
and  services  last  year. 
To  learn  more,  contact  Harris 
Corporation,  Dept209,  Melbourne, 
FL  32919. 

30  HARRIS 


ur  name  is  Harris. 


time  for  an  army  radio  contract  that 
means  550  jobs.  GE  got  $2.2  million 
in  public  money  for  job  training  and 
$1.9  million  in  tax  abatements,  and 
expanded  its  operations  here. 

Fort  Wayne  sold  $99  million  worth 
of  industrial  revenue  bonds;  two- 
thirds  of  that  went  last  year  to  small 
firms.  Pat  Bruggeman,  a  Harvard  law 
school  grad  who  came  home,  figures 
he  can  even  fill  up  the  old  factory  he 
bought  and  gross  $3  million  a  year  in 
rents  by  1987. 

Besides  money,  the  city 
had  some  intangibles  go- 
ing for  it.  Magnavox'  Jim 
Loomis  has  worked  in 
Fort  Wayne  since  1966,  af- 
ter stops  in  Washington, 
D.C.,  Los  Angeles  and 
Chicago.  "The  Midwest 
work  ethic  is  very  preva- 
lent in  this  community. 
It's  a  full  day's  work  for  a 
full  day's  pay.  At  5  p.m. 
you  still  see  a  lot  of  cars  in 
the  parking  lot,"  Loomis 
says.  When  Magnavox  of- 
fers engineers  out  of  col- 
lege $30,000  salaries,  he 
says,  a  visit  to  Fort  Wayne 
makes  it  an  easier  sell. 
"You  can  live  extremely 
well  here  for  $30,000," 
Loomis  says.  A  three- 
bedroom,     two-bathroom 

home  on  two  acres  of  land     

can  still  be  found  for  $35,000. 

It's  Reagan  country  here,  Midwest 
branch.  Not  the  Orange  County  vari- 
ety with  BMWs  and  Rolex  watches, 
but  Corvettes  and  El  Camino  pickups. 
Republicans  have  carried  Fort  Wayne 
in  every  presidential  election  since 
1940 — except  Barry  Goldwater's  try 
in  1964.  The  city's  78  parks  are  beau- 
tifully kept,  and  oak  and  walnut  trees 
shade  the  streets.  The  old  money  in 
town  helps  keep  a  ballet  and  theater 
company  here  and  funded  the 
new  $4  million  art  museum 
downtown. 

t  Wayne  is  14%  black,  but 
are  no  big-city-style 
slums.  Fort  Wayne  High  School 
principal  William  Davis  says  he 
will  suspend  any  of  his  1,300 
students  for  a  semester  if  they 
are  caught  at  school  with  a  can 
of  beer  or  marijuana.  It  happens, 
he  says,  but  only  half- 

dozen  times  a  ye 

GM  was  iui 
of  $26.4  million   . 
which  some  think  w 
boom    times    back, 
businessman:  "There';,  a 
tality  now  with  the  GM  plant 
moving  into  town."  The 


Cities/Fort  Wayne 


industry  is  reconcentrating  around 
the  Midwest  heartland,  technology- 
driven  industries  such  as  electronics 
are  growing,  which  is  bringing  in  de- 
fense work,  and  high  union  wages  are 
being  moderated.  People  here  are  be- 
ginning to  see  a  little  daylight  and 
liking  it. 
Restaurateur    Clem   Trevino    says 


Pretty  homes  and  oak  and  walnut  trees 


the  two-for-one  coupons  he  has  been 
running  in  the  local  paper  are  begin- 
ning to  work.  "We're  starting  to  have 
two  good  weeks  a  month.  It's  a  sign 
that  people  are  starting  to  cut  loose 
with  their  money."  He  wants  to  work 
out  of  Chapter  1 1  and  make  jobs  in  his 
business  for  his  four  children. 

Builder  Joe  Zehr,  who  did  $10  mil- 
lion in  business  in  1979  and  saw  it 
disappear — he  let  go  39  of  40  employ- 
ees— is  working  on  a  new  housing  de- 


■ 
Friday  night  is  football  and  the  band 


velopment  with  prices  in  the 
$300,000  range  for  the  doctor/lawyer 
crowd.  He's  also  breaking  ground  for  a 
shopping  center  on  the  west  side  of 
town  not  far  from  the  new  GM  plant. 
His  business  is  back  to  25%  of  its 
peak  in  the  1970s.  "It's  showing  signs 
of  being  extremely  healthy.  I  envision 
a  minor  boom  town."  He  still  has  all 
his  cars,  the  Lincoln,  the  Chevy  four- 
wheeler,  the  customized  van,  the 
Mercedes,  but  they  are  all  1979s,  and 
he  isn't  trading  them  yet. 
Education  has  become 
more  meaningful,  too. 
High  school  principal  Da- 
vis says,  "When  Harvester 
was  here,  some  kids  said, 
'I  don't  need  to  go  to  col- 
lege. I  can  make  more 
money  than  you  can  as  a 
teacher.'  We  don't  hear 
that  anymore."  Now  60% 
of  his  students  take  com- 
puter courses  on  Apple 
and  DEC  equipment  and 
about  40%  go  to  college. 

In  Fort  Wayne  they  have 
learned  to  tough  it  out. 
John  Rivera,  another  laid- 
off  Harvester  employee, 
knows  about  that.  He 
works  as  an  education 
counselor  at  the  IH  out- 
placement center.  The 
joke  around  the  office  is 

that    despite    the    pay — 

$26,000 — it's  a  dead-end  job,  with  no 
benefits,  and  the  grant  money  will  run 
out  in  January.  Rivera  is  taking  courses 
at  night  to  get  his  real  estate  broker's 
license.  But  for  now  Rivera  concen- 
trates on  the  1,500  resumes  on  file  in 
the  office;  about  half  the  candidates 
have  found  jobs  one  way  or  the  other. 
He  tells  this  story:  "My  wife  and  I 
went  to  a  restaurant  in  town.  I  got  out 
of  the  car  and  saw  this  guy  I  knew 
from  Harvester.  I  noticed  his  Pinto 
station  wagon  had  two  lawn- 
mowers  sticking  out  the  back 
and  his  wife  and  two  kids  were 
there.  They  had  just  finished 
cutting  the  grass.  I  knew  he  was 
working  already  in  a  machine 
shop  for'  $3.45  an  hour.  But  he 
also  made  this  deal  with  the  res- 
taurant owner.  If  he  kept  up  the 
building  real  good,  he'd  get  five 
restaurants  to  take  care  of.  So 
his  whole  family  was  out  there. 
While  we  were  eating  we  saw 
them  wiping  the  windows  out- 
side. My  wife  said  she  felt  sorry 
for  them.  I  said,  'I  know  what 
you  mean.  But  I  feel  more  re- 
spect than  pity  for  him,  because 
he's  out  there  trying  to  make  it 
the  best  he  can."  ■ 
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DE  WAR'S     PROFILE 


JEAN-CLAUDE 
NEDELEC 

HOME:  New  York  City. 

AGE:  35 

PROFESSION:  Chef;  co-owner  Glorious 
Food,  caterers. 

HOBBY:  Eating  meals  prepared  by  some- 
one else. 

LAST  BOOK  READ:  Tbm  Jones,  Henry 
Fielding. 

LATEST  ACCOMPLISHMENT:  Catered 
the  Museum  of  Modern  Art's  reopening, 
with  more  than  10,000  people  in  six  days. 

WHY  I  DO  WHAT  I  DO:  "I've  been  a  food 
fanatic  since  I  was  a  little  boy  in  France. 
And,  what  may  be  more  important,  I'd  rather 
work  for  me  than  anyone  else  I  know." 

QUOTE:  "Professional  secret?  Just  pack 
well  and  don't  forget  anything'.' 

PROFILE:  Energetic. Thrives  on  what  the 
rest  of  us  might  call  chaos.  Sees  a  sit-down 
dinner  for  two  thousand  as  an  intimate  little 
gathering. 

HIS  SCOTCH:  "Dewar's  'White  Label;  on 
the  rocks.  Its  taste  blends  perfectly  with  the 
sense  of  accomplishment  I  feel  when  five 
parties  have  gone  well.  On  the  same  nightl' 
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THIS  IS  ALLYOU  NEED 
TO  OPEN  AN  OFFICE 
OUT  OF  TOWN. 
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Announcing 
new 

Club  Business 
Offices! 
Elegant  offices 
you  reserve 
Iforafewhours 
or  a  few  days... 
but  only 
on  your 
Diners  Club 
Card. 

It's  the  best  thing  to  happen  to 
business  travel  since  the  jet.  Diners 
Club  has  arranged  with  HQ,  Head- 
quarters Companies,  to  put  at  your 
disposal  their  coast-to-coast  net- 
work of  executive  centers... fabu- 
lous offices  and  conference  rooms 
complete  with  every  administrative 
service  you  could  ask  for.  Never 
again  need  you  work  in  hotel  rooms 
or  borrowed  offices.  Never  again 
need  you  do  without  secretaries, 
meeting  rooms,  message  service. 
It's  as  easy  as 
reserving  a  hotel  room 

The  momentyou  know  yourtravel 
plans,  call  with  the  facts.  What  city7 
What  services  will  you  need7  Your 
Diners  Club  Card  number7  When 
will  you  arrive? 

When  you  do  arrive  at  an  HQ 
center,  what  do  you  find7  A  presti- 
gious business  location.  With  a 
beautifullyappointed  Club  Business 
Office . . .  reserved  just  for  you  for  as 
little  as  2  hours  up  to  three  full  days. 
Every  office  elegant, 
comfortable,  private 

And  fully  staffed ...  as  efficient  as 
if  you'd  brought  your  office  with  you! 
HQ's  receptionist  greets  your  callers, 
answers  your  phone,  takes  mes- 
sages. Optional  HQ  services  include 


The  state-of-the-art  in  communications 

full  secretarial  help...  for  everything 
from  reservations  to  outgoing  mail 
service,  including  electronic  mail. 

Complete  state-of-the-art 
office  equipment 

In  addition,  HQ's  professional 
staff  can  help  with  photocopying, 
word  processing,  Telex,  facsimile 
and  more.  For  executive  meetings, 
you  can  reserve  a  conference  room 
for  up  to  12  persons,  fully  equipped 
with  the  latest  audio-visual  equip- 
ment. A  world  of  services ...  but  you 
use  the  Diners  Club  Card  to  pay  only 
for  those  you  need. 

A  national  network! 

Exclusive  with 
Citicorp  Diners  Club 

...the  latest  in  a  growing  list  of 
benefits  you  enjoy  only  with  the 
Diners  Club  Card.  There  are  61  Club 
Business  Offices  in  49  of  the  ? 
cities  you  visit  most  (you 
can  even  use  the  Office  in 
your  own  city).  For  an  infor-  * 
mation  packet completewith  x^ 
directory,  or  to  make  reservations" 
on  the  Diners  Club  Card, 
call  toll-free: 

1-800-DINERS-l. 

To  apply  for  the  only  card  that 
gives  you  worldwide  acceptance, 
access  to  lines  of  credit,  a  flexible 


spending  limit,  easy  cash  access  and 

Club  Business  Offices,  call  toll-free: 

1-800-525-9135. 

(In  Colorado,  Alaska  or  Hawaii, 
call  collect:  303-790-2433.) 

Call  now... and  learn  all  you  need 
to  know  to  open  an  office  out  of  town! 


Elegant  welcome  for  you,  your  guests 
Meetings  are  comfortable,  efficient 


61  locations.  49  cities. 
Where  can  we  welcome  you? 


CITICORPO  DINERS  CLUB 

ACITCORF 'COMPANY 


WHEN  YOU  MEAN  BUSINESS. 


If  Philip  Moms  and  Procter  &  Gamble  buy 
market  share  with  big  bucks,  why  shouldn't 
a  well-heeled,  ambitious  liberal  arts  col- 
lege do  the  same? 

Making  the  ivy 
grow  faster 


By  John  Merwin 


Pumphrev 


Trinity  University  residei  algaard 

Dollars  for  bright  students,  Alexander  Haig  and  dinner  for  big  donors. 


If  higher  education  in  the  liber- 
al arts  were  a  business,  you  would 
have  to  conclude  that  prospects 
were  decidedly  glum.  There  are  too 
many  competitors.  Costs  are  rising 
sharply.  The  customer  pool  is  drop- 
ping fast,  by  20%  during  the  1980s.  To 
be  running  a  private  liberal  arts  col- 
lege these  days  is,  in  effect,  to  be  a 
chief  executive  trying  to  hang  on  in  a 
shrinking  market. 

Why,  then,  the  extraordinary  cheer- 
fulness of  Ronald  Calgaard,  president 
of  115-year-old  Trinity  University  in 
San  Antonio?  Simple.  Calgaard  is  not 
only  holding  his  own  but,  because  he 
has  the  academic  equivalent  of  a  hot 
product,  is  gaining  market  share  in 
several  ways — most  important,  his 
share  of  high-quality  students. 

Academics  may  grimace  at  the 
thought  of  colleges'  peddling  them- 
selves like  Marlboro  or  Crest,  but  Cal- 
gaard, 47,  an  economist  by  training 
and  a  first-rate  marketer  by  instinct, 
is  not  your  ordinary  academic.  In  the 
five  years  he  has  run  Trinity  he  has 
already  spent  a  wad  to  buy  what  he 
frankly  calls  "market  share"  of  stu- 
dents, faculty  and  national  attention. 
He  has  plans  to  spend  much  more.  "It 
has  taken  most  institutions  at  least  50 
years  to  build  a  reputation,"  he  says 
confidently.  "We're  trying  to  com- 
press that  into  a  much  shorter  period 
of  time." 

Almost  one-fifth  of  Calgaard's 
freshman  class  this  fall  (120  of  630) 
were  National  Merit  finalists,  select- 
ed from  the  top  one-half  of  1%  of  all 
U.S.  high  school  juniors  who  took  the 
Preliminary  Scholastic  Aptitude  Test 
(PSAT).  It's  an  astonishing  percent- 
age. Based  on  1983  figures  (1984's  will 
be  out  in  December),  little  Trinity, 
with  a  total  enrollment  of  3,000, 
would  rank  tenth  among  the  nation's 
3,300  colleges  in  the  number  of  Merit 
Scholars  in  its  freshman  class.  There 
it  would  keep  company  with  universi- 
ties of  infinitely  greater  reputation, 
like  Harvard,  Yale,  Princeton  and 
Stanford,  or  vastly  greater  enrollment, 
such  as  the  'University  of  Texas 
(48,000)  and  Michigan  State  (40,000). 
The  rest  of  the  freshman  class  is  of 
high  quality,  too.  All  told,  Trinity's 
class  of  '88  averaged  combined  scores 
of  1,185  (the  top  15%  of  high  school 
seniors)  on  the  College  Board's  verbal 
and  math  exams,  vs.  1,095  three  years 
ago  (the  top  25%). 

Calgaard  has  been  boosting  Trin- 
ity's reputation  by  raising  academic 
quality — as  distinct,  say,  from  im- 
proving the  football  team — at  an  un- 
usually   difficult    time.    U.S.    high 
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]  AbuVe  looking  at  the  most 
inexpensive  copier  in  its  class. 


People  rarely  pay  any  atten- 
tion to  a  copier  when  it's  work- 
ing properly. 

Which  is  why  an  IBM  Model 
60  Copier  tends  to  become 
invisible. 

A  computer  inside  helps 
make  it  so  reliable,  people  take 
it  for  granted. 

But  there's  one  thing  about  it 
that's  very  visible.  Its  price. 

The  IBM  Model  60  costs  less 


than  any  copier  in  its  class  * 

Of  course,  less  money  doesn't 
mean  less  copier. 

You  get  all  the  easy-to-use 
features  you'd  expect  from  a 
high-performance  copier.  Includ- 
ing a  job-interrupt  feature. 

So  if  you're  interested  in  buy- 
ing a  copier  with  great  value, 
take  a  look  at  the  IBM  Model  60. 

You'll  like  what     ==—=  =® 
you  don't  see.  ====?= 


IBM  Series  III  Model  60 
Copier/Duplicator 

Write  today  to  IBM, 
DRM,  Dept.  2E,  400  Parson's  Pond  Drive, 
Franklin  Lakes,  New  Jersey  07417. 
Q  Please  send  me  a  free  brochure. 
Q  Please  have  an  IBM  representative  call  me. 


STREET  ADDRESS- 


BUSINESS  PHONE. 


The  Invisible  Copier 

Cull  IHM  l)ire,1  I  8MKI  IBM -'2468  Exl.  2. 


,  uf  1/I/H4.  ^.thr^U! 


I  frrrf  und  cotlalOE 


HowWfeHelfK 

Rum  WH  Street 


In  the  early  1980s,  the  American 
dream  of  owning  a  home  seemed  to  be 
slipping  beyond  America's  reach. 

Skyrocketing  interest  ratesjnflation 
and  the  credit  crunch  took  their  toll.  Over 
five  million  people  who  wanted  to  buy  a 
home  were  shut  out  of  the  market. 

Since  our  job  at  Fannie  Mae  is  to 
keep  housing  affordable,we  went  to  work 
and  attacked  the  problem  head-on. 

Tb  hold  down  the  cost  of  owning  a 
home,  we  encouraged  the  Adjustable  Rate 
Mortgage  (ARM)  idea.We  added  features 
of  our  own  to  make  ARMs  even  safer  and 
more  affordable  for  homebuyers.And  with 
money  raised  from  investors,we  bought 
over  $12  billion  worth. 

To  tap  additional  sources  of  funds, 
we  went  into  the  mortgage-backed 
securities  business.  We  designed  a  fully 
guaranteed,  standardized,yet  flexible 
security.The  idea  appealed  to  such  a  wide 
range  of  investors  that  they  bought  our 
ABS  at  a  record  rate,  providing  billions  of 
dollars  for  home  financing. 

All  told,  since  1980,  investors  on 
Wall  Street  and  around  the  country  have 
channeled  $90  billion  to  lenders  through 
Fannie  Mae.  All  to  help  keep  the  dream 
of  owning  a  home  within  reach. 

Fannie  Mae.Where  America  gets  the 
big  ideas  in  home  finance. 


^5^  FannieMae 


Move  $90  Billion 

Main  Street 


Part  of  Trinity's  1 10-acre  campus  in  San  Antonio 

Well  maintained,  nearly  paid  off,  with  more  financial  power  waiting  to  be  tapped. 


schools  graduated  just  2.7  million  stu- 
dents this  June.  That's  15%  fewer 
than  in  1977,  when  the  number  began 
falling.  And,  typically,  only  60%  of 
grads  decide  to  enter  college,  which 
works  out  to  just  under  500  college- 
bound  grads  for  each  freshman  class. 
Competition  for  the  academic  top 
10%,  the  prize  segment  Calgaard  cov- 
ets, is  the  fiercest  of  all. 

How  did  Trinity  University,  little 
known  beyond  its  own  state,  come 
out  of  nowhere  to  zoom  to  near  the 
top  in  Merit  Scholar  count?  Simple. 
Trinity  offered  a  $5,Q00-a-year  schol- 
arship to  any  National  Merit  finalist 
showing  up  with  a  suitcase.  That 
works  out  to  a  commitment  of  $2.4 
million,  assuming  all  scholars  stay 
four  years.  This  fail's  freshman  class 
was  recruited  at  an  average  cost  of 
more  than  $1,000  pet  h 

Earning  a  reputation  that  way  is 
obviously  not  an  option  for  the  hard- 
up.  Fortunately  for  Calgaard,  1 
was  a  school  with  growing  financial 
power  waiting  to  be  tapped  when  he 


arrived  in  1979  from  the  University  of 
Kansas,  where  he  was  vice  chancellor 
for  academic  affairs. 

First,  there  was  a  well-maintained, 
handsome  1 10-acre  campus  of  45 
modern  buildings,  nearly  paid  off. 

Second,  Calgaard  found  a 
heavyweight  endowment  that  today 
stands  at  $150  million,  thanks  to  Sev- 
enties petroleum  price  hikes,  some 
humdinger  oil  leases  and  1  million 
shares  of  Mobil  stock,  the  legacy  of 
Tulsa  oilman  James  Chapman.  That 
works  out  to  $50,000  per  student.  Not 
the  equal  of  Harvard  ($140,000  per 
student)  or  even  nearby  Rice  Univer- 
sity ($135,000  per  student),  but  sweet 
enough  to  cover  40%  of  Trinity's  op- 
erating expenses,  a  windfall  few  col- 
lege presidents  find  their  first  day  on 
the  job.  It  also  gives  Calgaard  a  con- 
siderable price  advantage.  Trinity 
charges  only  $5,400  per  year  for  tu- 
ition. That  is  about  $3,000  less  than 
competing  schools  with  more  modest 
endowments. 

But  before  exploiting  that  potential, 


Calgaard  drew  a  bead  on  a  market 
segment.  "As  long  as  the  demograph- 
ic trend  was  running  so  you  could  sit 
back  and  wait  while  your  door  was 
flooded  with  high-ability  students, 
nobody  felt  the  pressure,"  Calgaard 
says.  "Now  everybody  feels  the  pres- 
sure. In  the  private  sector  you've  got 
two  choices.  Either  be  a  superb  under- 
graduate school,  such  as  an  Amherst, 
or  a  first-rate  research  university,  like 
Duke.  Being  in  the  middle  with  a  few 
graduate  and  professional  programs 
won't  cut  it'."  Calgaard  jettisoned 
most  of  Trinity's  graduate  school 
plans  and  veered  onto  the  Amherst 
route.  While  the  East  was  loaded  with 
Amherst-like  schools,  he  reckoned, 
that  market  was  undeveloped  in  the 
Southwest. 

Building  a  first-class  academic 
reputation,  of  course,  involves  a  good 
deal  more  than  buying  able  students. 
By  tapping  Trinity's  money  pile,  Cal- 
gaard has  upgraded  faculty  salaries 
dramatically — full  professors  now  av- 
erage  $43,500,   up  more   than  60% 
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from  five  years  ago. 

Trinity  has  also  been  spending 
$200,000  per  year  to  bring  big-name 
speakers  to  the  campus.  Last  year's 
lineup  included,  among  many  others, 
Jimmy  Carter,  Gerald  Ford,  Alexander 
Haig,  Helmut  Schmidt  and  Valery 
Giscard  d'Estaing. 

The  publicity  thus  generated,  plus 
Calgaard's  other  marketing  efforts, 
are  evidently  paying  off.  In  a  survey  of 
662  college  presidents  conducted  last 
fall  by  U.S.  News  &  World  Report,  Trinity 
was  named  the  second-best  regional 
liberal  arts  college  west  of  the  Missis- 
sippi, behind  St.  Olaf  College  in 
Northfield,  Minn.  "You're  not  going 
to  attract  students  and  faculty  who 
never  heard  of  you,"  Calgaard  says 
with  a  smile. 

Even  if  most  high  school  students 
outside  Texas  haven't  yet  heard  of 
Trinity,  they  probably  soon  will.  Last 
year  Trinity  bought  mailing  lists  of 
57,000  student  names  (at  14  cents  per 
name)  who  scored  high  on  the  PSAT. 
Heavy  mailings  are  aimed  at  ZIP 
codes  in  which  Trinity  already  has  an 
established  following:  Chicago,  Den- 
ver, Kansas  City  and  cities  in  the 
Southwest.  Calgaard  spends  less,  but 
more  selectively,  in  markets  where 
competition  for  liberal  arts  colleges  is 
the  stoutest,  such  as  the  Northeast. 
He  figures  that  a  10%  response  asking 
for  more  information  is  good. 

Once  a  prize  student  has  applied 
and  been  accepted,  Trinity  starts  a 
phone  call  blitz  from  recruiters,  alum- 
ni and  students  to  encourage  him  or 
her  to  show  up  in  the  fall,  not  unlike 
the  treatment  a  highly  recruited  foot- 
ball player  receives  from  a  gridiron 
powerhouse. 

While  recruiting  a  high-caliber  stu- 
dent body,  Calgaard  has  also  been 
picking  off  choice  faculty  from  Big  10 
and  Ivy  League  campuses,  by  using  as 
bait  bright  students,  money  and  an 
opportunity  to  join  an  up-and-coming 
university. 

But  he  takes  an  additional  step.  If 
the  product  is  quality  education,  Cal- 
gaard figures,  his  customers  are  the 
students.  At  the  end  of  each  semester, 
therefore,  students  are  invited  to  fill 
out  forms  evaluating  teacher  perfor- 
mance. Student  responses,  the  forms 
pointedly  say,  will  be  used  in  evaluat- 
ing an  instructor  "for  raises,  promo- 
tion and  tenure." 

Partly  as  a  result,  some  faculty 
members  have  been  asked  to  leave 
Trinity,  including  tenured  teachers, 
about  whom  Calgaard  diplomatically 
says,  "We  have  made  it  financially 
attractive  for  them  to  resign." 

Calgaard  regards  wealthy  donors  as 
customers,    too.    Carefully    courted, 
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Consider  the 

one  bond  that  keeps 

growing  each  year. 


The  Diamond  Anniversary  Ring. 

A  band  of  diamonds  that  says  youd  marry  her  all  over  again. 


A  diamond  is  forever. 


In  Paris 


At  the  George  V,  discover  one  of  the  world's  great  classic  hotels, 

just  off  the  famous  Champs  Elysees.  Government  ministers  give  official 

dinners  here.  General  Eisenhower  made  it  his  headquarters. 

The  George  V  is  a  treasure  chest  of  fine  art,  tapestries,  sculptures— 

and  of  Trusthouse  Forte  hospitality. 

Trusthouse  Forte  Hotels  (® 

For  reservations,  see  your  travel  agent  or  call  toll-free:  800-223-5672  nationwide: 
212-541-4400  in  New  York  City;  1-800-268-9761  in  Canada;  72.V5400  in  Paris. 
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Williams  Companies 
Has  Made  Some  Granges 


At  Williams,  we've  recently  expanded 
our  commitment  to  energy- related  bus- 
inesses we  expect  to  grow  and  prosper 
through  the  balance  of  this  century. 

A  key  factor  in  this  new  commit- 
ment was  the  doubling  of  our 
Company's  size  last  fall,  through 
the  non-dilutive  acquisition  of 
Northwest  Energy  Company 

We've  also  restructured  our      JosephH  mm^ChairmanandChie/Exeailin,offKer 
other  operations,  expanding  some,  divesting  one  and  streamlining  others.  The  result 
is  a  corporate  business  mix  substantially  different  from  that  of  only  a  year  ago. 

Today,  our  $4.3  billion  in  assets  is  primarily  employed  in  natural  gas  transmission, 
petroleum  products  transportation,  natural  gas  liquids  processing,  oil  and  gas 
exploration  and  production,  and  chemical  fertilizer  production  and  distribution, 
plus  a  substantial  investment  in  coal  mining  and  marketing. 

If  you'd  like  to  learn  more  about  our  new  emphasis  on  energy- related  businesses 
and  how  this  change  is  shaping  The  Williams  Companies  of  r  ^morrow  while 
increasing  our  net  income  of  today,  contact  L.  R.  Francisco,  Staff  Vice  President  - 
Investor  Relations,  The  Williams  Companies,  One  Williams  Center,  Tulsa,  OK  74172. 

THE  WILLIAMS  COMPANIES]]} 

Energy  And  More.  mm® 

Northwest  Energy  Company  •  Williams  Pipe  Line  Company  *  Williams  Natural  Gas  Company  •  Williams  Exploration  Company  •  Agrico  Chemical  Company 


they  will  ante  up  another  $100  mil- 
lion of  endowment  over  the  next  de- 
cade, he  believes.  Trinity's  extensive 
speaker  program  is  tailor-made  for  the 
courtship.  Not  only  are  seats  reserved 
down  front  for  donors  when  re- 
nowned speakers  appear,  but  there 
may  also  be  a  much-sought  invitation 
to  a  small  private  dinner  that,  as  part 
of  their  contracts,  speakers  agree  to 
attend.  Though  wealthy  Texas  oil- 
men may  enjoy  a  top-ranked  football 
game  75  miles  up  the  road  at  the  Uni- 
versity of  Texas,  they  are  at  least  as 
impressed  by  sitting  next  to  Alexan- 
der Haig  at  one  of  Calgaard's  intimate 
dinner  parties.  One  of  the  better  din- 
nertime raconteurs,  for  instance,  was 
James  Reston,  and  Henry  Kissinger, 
the  most  charming.  This  year's  speak- 
ers include  seven  Nobel  economic 
laureates,  from  Paul  Samuelson  to 
Milton  Friedman,  as  well  as  media 
stars  Ted  Koppel  and  Carl  Sagan. 

Will  Calgaard  keep  up  the  spending 
campaign?  He  may  have  no  alterna- 


How  did  Trinity  University 
come  out  of  nowhere  to 
zoom  to  near  the  top  in 
Merit  Scholar  count?  Sim- 
ple. Trinity  offered  a 
$5,000-a-year  scholarship 
to  any  National  Merit  fina- 
list snowing  up  with  a  suit- 
case. .  .  .  This  fall's  fresh- 
man class  was  recruited  at 
an  average  cost  of  more 
than  $1,000  per  head. 


tive.  Though  he  hopes  Trinity's  repu- 
tation will  one  day  allow  him  to  scale 
back  on  Merit  Scholarship  dollars, 
Calgaard  has  to  assume  the  competi- 
tion in  his  marketplace  will  continue 
to  be  keen. 

The  demographic  trend  in  Texas, 
where  half  of  Calgaard's  students  still 
come  from,  is  far  more  favorable  than 
the  national  trend.  The  number  of  18- 
year-olds  is  projected  to  rise  23%  be- 
tween 1980  and  2000.  But  the  Univer- 
sity of  Texas  and  Texas  A&JVI,  fueled 
by  a  joint  $2  billion  oil  endowment, 
are  buying  Merit  Scholars,  too.  Last 
year  nationally  they  stood  second  and 
fourth,  respectively,  in  freshman  class 
Merit  Scholar  enrollment. 

Where  does  that  leave  schools  with 
purses  too  slim  to  play  hardball  re- 
cruiting? Says  Calgaard,  "That  has 
created  some  jealousy,  I  suppose.  But  I 
suspect  they  would  do  it,  too,  if  they 
were  in  a  position  to  do  so." 

As  the  saying  goes,  strike  while  the 
iron  is  hot.  Right  now  Trinity,  in  Cal- 
gaard's hand,  is  sizzling.  ■ 
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The  Average  Insurance  Policy  Doesn't 
Protect  The  Above  Average  Lifestyle. 

The  more  people  earn,  the  more  they  spend. 
On  homes.  Fine  furnishings.  Antiques.  Automobiles.  Etc. 

And,  the  more  they  have  to  lose. 

That's  why  The  Home  Insurance  Company  is  introducing 

the  new  Gold  Key  Elitesm  Homeowner's  coverage.  It's  the  one  policy 

specially  designed  for  the  special  needs  of  successful  people. 

One  important  benefit  of  the  Gold  Key  ®  Elite  Policy  is  that  it 

covers  your  home  and  personal  property  for  what  it  costs 

to  replace  them  today— not  the  day  you  insured  them. 

And  that's  just  one  difference  between  Home's  Elite  Policy 

and  the  ordinary  policies  you  now  have. 

The  Home's  Gold  Key  Elite  Homeowner's  Policy. . . 

it's  how  the  people  who've  made  it,  protect  it. 

Call  800-526-5368,  or  in  New  Jersey,  201-342-6707 

for  more  information. 

The  more  you  have  to  lose,  the  more 

you  need  to  call  Home. 


THE  HOME  INSURANCE 
GOLD  KEY  POLICY. 


Gold  Key  Elite501  Homeowners  coverage  is  available  in  most  states. 


In  Toronto 


At  The  King  Edward,  your  surroundings  are  the  paragon  of  Edwardian 
grandeur.  Here,  British  and  foreign  royalty  have  been  royally  entertained. 

The  splendid  original  Lobby  Lounge,  galleried  and  with  Corinthian 

marble  columns,  is  still  the  centerpiece,  and  today  rooms  have  been  restyled 

to  new  heights  of  spaciousness,  luxury  and  comfort. 

Trusthouse  Forte  Hotels  © 

For  reservations,  see  vour  travel  agent  or  call  toll-free:  800-223-5672  nationwide; 
212-541-4400  in  New  York  City;  1-800-268-9761  in  Canada;  416-363-6033  in  Toronto. 
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If  you  ever  have  to  get  out  of  a  real  estate 
limited  partnership,  Brent  Donaldson  may 
be  the  man  you  turn  to.  So  you  might  be 
interested  in  his  own  investment  criteria. 


When  you  have 
to  get  out 


By  Ben  Weberman 


Just  about  any  stockbroker 
will  tell  you  that  real  estate 
limited  partnership  syndica- 
tions— especially  the  ones  he's  push- 
ing— offer  one  of  the  tax-shelter 
game's  safest  havens  from  disallow- 
ance by  the  IRS,  second  only  to  state 
and  local  bond  interest.  What  he  may 
not  volunteer  is  that  since 
the  general  partners  take 
25%  of  your  capital  up  front 
for  fees,  you  may  take  a  real 
bath  if  you  have  to  get  out  in 
the  first  few  years. 

That  dilemma  is  an  oppor- 
tunity to  Brent  Donaldson. 
Four  years  ago,  as  a  27-year- 
old  consultant,  he  was 
brought  in  to  run  newly 
founded  Liquidity  Fund  in 
Emeryville,  Calif.  Liquidity 
was  the  first  of  what  is  now  a 
group  of  little  firms  that  will 
take  the  partnership  off  your 
hands — at  a  hefty  discount, 
of  course,  from  the  value  of 
the  underlying  real  estate. 

This  year  Liquidity  will 
buy  around  $12  million  in 
limited  partnerships  from  in- 
vestors who  have  to  get  out.  That's  a 
pittance,  compared  with  the  $5  bil- 
lion of  SEC-registered  RELPs  that  will 
be  arranged  in  1984.  But  it  amounts  to 
about  one-fifth  of  all  secondary-mar- 
ket RELP  purchases  during  the  year. 
That  small  secondary  market  alone 
explains  why  investors  should  be 
careful  when  they  buy  in.  Nation- 
wide, says  Donaldson,  only  0.5%  to 
1  %  of  RELP  limited  partners  sell  dur- 
ing the  partnership's  life. 

Donaldson  strikes  a  hard  bargain. 
He  rarely  buys  units  less  than  three 
years  old,  and  when  he  buys,  it  is  at  a 
discount  of  up  to  35%  of  the  market 


value  of  the  underlying  real  estate.  In 
a  typical  registered  partnership,  the 
broker's  commission  comes  to  8%  or 
9%,  another  1%  goes  to  the  under- 
writer and  the  general  partner  takes 
12%  to  15%.  "Only  75  to  80  cents  of 
every  dollar  collected  is  invested  in 
bricks  and  mortar,"  Donaldson  says. 
"That  means  our  bid  in  the  first  few 
years  would  be  quite  low." 


Brent  Donaldson,  president  of  Liquidity  Fund 
A  solution — at  a  price. 


Donaldson  looks  for  SEC-registered 
partnerships  of  some  years'  standing 
that  have  built  some  actual  equity  for 
the  investor.  He  doesn't  buy  into  the 
deep  shelters,  those  that  take  huge  up- 
front writeoffs,  because  they  are  pri- 
marily for  tax  benefits  rather  than  ap- 
preciation, and,  often,  too  many  of 
those  benefits  have  already  been  used. 

A  typical  limited  partner  in  a  regis- 
tered offering  has  put  in  $10,000  to 
$15,000,  and  the  partnership  may  dis- 
tribute between  6%  and  10%  a  year, 
about  half  of  it  sheltered  from  taxes 
through  depreciation  and  other  write- 
offs. On  top  of  that,  there  is  apprecia- 


tion of  the  underlying  property.  How 
much  can  you  expect?  "Real  estate 
analysts  are  looking  for  4%  to  7% 
annually  today,  and  I  think  that  is 
realistic,"  Donaldson  says. 

The  rub  is  liquidity.  "These  folks 
typically  are  told  they  will  have  to 
wait  between  5  and  10  years  for  return 
of  their  capital,"  Donaldson  says.  "In 
fact,  few  see  it  before  8  years  and 
some  have  to  wait  12  to  15  years  for 
most  of  it."  Still  another  problem  is 
determining  "market  value,"  a  highly 
subjective  term  in  a  business  that  has 
no  central  marketplace. 

From  the  units  it  buys,  Liquidity 
Fund  sets  up  new  limited  partner- 
ships. Donaldson's  success  in  selling 
units  in  these  new  partnerships, 
where  some  of  the  appreciation  has 
already  been  realized,  obviously  de- 
pends on  the  quality  of  what  he  buys. 
So  he  spends  most  of  his  time  looking 
at  the  properties  in  hundreds  of  part- 
nerships across  the  country.  "By  the 
time  we  create  a  new  fund,  it  will 
have  60  to  70  different  partnerships 
managed  by  20  to  30  general  partners 
with  5  to  15  different  properties  in 
each  partnership,"  he  says.  "It  might 
have  interests  in  500  buildings.  We 
will  have  looked  at  the  major 
properties,  and  we  work  with 
nationwide  appraisers  on 
properties  that  we  can't  see 
ourselves." 

If  you  have  to  get  out,  and 
you  want  to  avoid  Donald- 
son's discount,  do  you  have 
any  other  recourses?  Not  too 
many.  Most  of  the  big 
brokers  will  try  to  help  you 
resell  one  of  your  units  if  you 
ask.  And  financial  planners, 
such  as  James  Roe,  chairman 
of  the  Atlanta  investment 
counseling  firm  of  Roe,  Mar- 
tin &  Neiman,  will  try  to 
find  a  buyer.  Roe  attempts  to 
work  out  a  deal  with  other 
limited  partners  in  the  same 
partnership. 

But  this  is  difficult,   and 

setting  a  price  is  hazardous  at  best — as 
Donaldson  agrees.  "Few  limited  part- 
ners understand  how  difficult  it  is  to 
evaluate  this  investment,"  he  says. 
"They  know  that  they  can  call  their 
broker  and  find  out  immediately  how 
much  they  can  get  if  they  sell  their 
stocks  and  bonds.  We  can  usually  give 
them  a  quote  on  the  phone  if  it  in- 
volves a  partnership  we've  already 
evaluated.  But  if  not,  it  may  take  two 
to  three  weeks."  And  that  price  will 
be  figured  with  a  sharp  pencil. 

Moral:  Before  you  get  in,  give  some 
thought  to  what  might  happen  if  you 
have  to  get  out.  ■ 
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US  Airs  121  planes  are  in  the  air. 


One  luxury  most  business  travelers  don't 
have  is  time.  So  USAir  helps  you  make  the 
most  of  yours. 

We  do  it  by  getting  91%  of  our  fleet  off 
the  ground  by  8  a.m.,  so  you  can  get  an  early 
start  on  your  day. 

We  even  design  many  of  our  schedules 
so  that  you  can  fly  out  and  back  in  the  same 
day  and  still  have  a  full  business  day  at  your 
destination.  That's  especially  true  in  the 
Northeast,  where  we  offer  80%  more  domestic 
departures  than  any  other  airline. 

We're  strong  in  the  Northeast  because 
that's  where  we  started.  But  we  didn't  stop 


there.  Today,  our  system  stretches  as  far 
west  as  California,  Arizona  and  Colorado  and 
as  far  south  as  Texas,  Florida  and  Louisiana. 
In  all,  we  serve  more  than  90  cities  in  the 
U.S.  and  Canada. 

Giving  you  convenient  schedules,  pro- 
fessional service  and  money-saving  fares  has 
helped  make  us  one  of  the  most  successful 
major  airlines  in  the  world. 

For  information  or  reservations,  contact 
your  travel  agent  or  corporate  travel  arranger. 
Or  give  us  a  call  at  USAir.  We'll  be  up  early  to 
serve  you — because  we  want  our  airline  to 
be  your  airline. 


Aerospatiale  is  turning 
a  20-ton  puzzle  into  a 
200-passenger  jet . . . 
with  help  from 
a  proven  technology 
of  Control  Data. 


Bernard  Cayla  is  a  design 
engineer  at  Aerospatiale, 
the  leading  French 
aerospace  company  He   j 
enjoys  the  challenge  of  a  good 
puzzle.  But  this  is  no  ordinary  puz- 
zle. He's  part  of  a  team  charged 
with  fitting  together  a  dynamic 
new  aircraft  from  20  tons  of  parts 
being  made  in  4  different  coun- 
tries simultaneously. 

The  plane  is  the  Airbus  A310. 
Parts  for  this  new  fuel-efficient 
commercial  jet  are  being  designed 
and  manufactured  by  Aerospatiale 
and  companies  in  West  Germany 
Britain  and  Spain.  Aerospatiale  has 
to  be  sure  everything  fits,  precisely. 
It's  a  monumental  task.  Fortu- 


itely  Aerospatiale  has  the  benefit 
fan  integrated  computer-aided 
lgineering  and  manufacturing 
rstem  developed  on  Control  Data 
YBER  computers  and  based  on 
le  Control  Data  ICEM  system. 

he  link  to  technology 

The  key  component  is  a  central- 
ed  engineering  data  library  con- 
ining  information  contributed 
id  shared  by  every  company  and 
srson  in  the  airbus  project.  Con- 
xiuently  all  components  are  built 
i  the  same  strict  standards  and 
igineered  for  precise  assemblv 
id  fit. 

Bernard  can  check  the  safety, 
Lirability  and  performance  values 


of  any  airbus  component  without 
building  expensive  prototypes.  He 
can  also  transfer  data  from  one 
engineering  or  manufacturing 
application  to  another.  So,  difficult 
design,  manufacturing  and  assem- 
bly decisions  can  be  made  virtu- 
ally on  the  spot,  saving  time, 
material  and  production  costs. 
ICEM  does  it  all 

ICEM  does  more  than  assist  in 
the  assembly  of  the  finished  parts 
into  a  complete  aircraft.  It  also 
speeds  and  simplifies  the  engi- 
neering process  by  enabling 
designers  and  engineers  to  go 
from  initial  design  through  pre- 
production  to  finished  part  on 
a  single  system. 


This  same  system,  enhanced 
by  the  knowledge  and  experience 
of  engineers  like  Bernard,  is  also 
being  used  for  the  ATR42,  the  new 
regional  transport  aircraft. 

Learn  more  about  us  and  our 
many  proven  technologies 

ICEM  is  a  proven  technology  of 
Control  Data.  To  learn  about  ICEM 
and  other  technologies  for  the 
manufacturing  industry,  and  what 
they  can  do  for  your  company, 
write  Control  Data,  RO.  Box  0, 
MNB04A-7,  Minneapolis,  MN 
55440.  Or  *call  toll-free, 
1-800-253-4004. 

*In  Minnesota,  call  collect,  612-921-4400, 
ext.  91. 
*ln  Canada,  call  collect,  1-416-826-8640. 


CONTRPL  DATA 


Addressing  society's  major  unmet  needs  as  profitable  business  opportunities. 


the  financial  strength 
of  Metropolitan  gives 
i  unique  position  in 
the  pension  business: 


Number  one. 


Together  with  our  affiliates]  Metropolitan  Life 
currently  rrjianages  jover  $40  billion  fa  pension 
-^jcUax-expiT^Jt-as^etSr^^ 
pehsion  asset  manager  in  America. 

[And  our  lead  is  cjrowing.i  In  the  first  six 
months  of 84,  wpI/p  attrattteH  an  dHHitir 
$3j1/4  billioiji  in  new;pensionifunds.  I 

[That's  arh  unprecedented  endorsement 

of  [Metropolitan's  stability,  strength  and i 

lounclhessl  in  the  long  run.  pJoTBeciuse  we 
say  so,  but  because  so  many  are  confident  that 
Metropolitan  will  be  there  when  the  funds 


come  clue. 

Another  example  of  the  kind  of  rjecord- 
br^aking  performahce  thatjmakes  | 
Metropolitan  Life  alleadei:  


-#% 


Metropolitan 

^l/VT"  AND  AFFILIATED  COMPANIES 
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"Used  computers  are  like  used  cars, "  says  a 
used-computer  salesman,  "only  worse." 
Here's  how  to  profit  from  the  problem. 


Have  I  got  a 
computer  for  you! 


By  Kathleen  K.  Wiegner 

T|he  kids  are  heading  for  col- 
lege and  applying  heavy  pres- 
sure to  go  armed  with  their  own 
computers.  But  after  room,  board  and 
tuition,  who  has  an  extra  $1,995  for  a 
new  IBM  PC  or  even  $1,295  for  Ap- 
ple's bottom-of-the-line  lie? 

Has  Edward  Owens  got  a  deal  for 
you.  Owens,  who  runs  Denver's 
6,000-square-foot  MicroSecond  store, 
deals  in  used  personal  computers.  For 
$950  he'll  sell  you  a  two-month-old 
Apple  He  with  color  monitor,  printer 
and  computer  table — retail  value 
$1,450.  Owens  will  even  throw  in 
some  games.  A  year-old  dual-drive 
256K  IBM  PC  goes  for  $1,500,  60%  off 
the  new  price.  Or  a  Compaq  portable 
with  25 6K  and  dual  drives  sells  for 
$2,000,  vs.  $2,900  retail.  Owens  says 
business  is  so  good  that  he  is  thinking 
of  franchising  and  going  public. 
"There  is  a  vast  quantity  of  used 
equipment  that  no  one  knows  what  to 
do  with,"  he  chortles. 

Want  to  shop  around?  Try  the  clas- 
sified ads  in  the  penny-savers  or  one 
of  a  growing  number  of  computer 
shoppers.  Then  there  are  the  high- 
tech  flea  markets  like  Computer 
Swap  America,  held  three  times  a  year 
at  the  Santa  Clara  County,  Calif,  fair- 
grounds. It  draws  from  4,000  to  5,000 
people  who  pay  $5  admission  and  get 
their  pick  of  everything  from  used 
Apples  to  additional  memory  boards 
and  printers.  Casey  Doughty,  presi- 
dent of  the  eight-year-old  Swap  Amer- 
ica, figures  she  pulls  in  around 
$200,000  a  year  from  paid  attendance 
and  from  exhibitors  who  pay  from  $50 
to  $400  for  selling  space. 

Or  call  the  Boston  Computer  Ex- 
change. Started  in  1981  by  Alexander 
Randall,  a  Ph.D.  in  systems  theory 
from  Columbia,  and  Cameron  Hall, 


McAlltsier/Gamma-I  iaison 


Ed  Owens  in  MicroSecond  store 
Where  are  the  ComputerLands? 

his  economist  wife,  the  BCE  is  one  of 
several  national  exchanges  that 
match  buyers  and  sellers  of  used  com- 
puter equipment.  Buyers  call  Ran- 
dall's exchange  looking  for,  say,  an 
Apple  Macintosh  or  an  IBM  PC.  Sell- 
ers of  these  machines  are  listed  on  the 
exchange's  computerized  database. 
Among  the  exchange's  current  list- 
ings: a  year-old  IBM  XT  for  $3,400 
that  lists  new  for  $4,600,  and  a  five- 
month-old  Apple  Macintosh  for 
$1,600  with  printer,  vs.  $2,695  list. 
For  matching  buyers  and  sellers  Ran- 
dall collects  a  10%  brokerage  fee  from 
the  seller.  Randall  says  he  will  sell 
around  $1  million  worth  of  used  per- 
sonal computers  this  way. 

Something  big  is  clearly  afoot.  It 
should  be.  The  need  for  something 
resembling  an  organized  market  for 
used  computers  is  obvious.  Many 
economy-minded  parents  and  busi- 
nesses would  prefer  to  buy  used  ma- 
chines but  don't  know  how  to  go 


about  it.  Against  that  latent  demand, 
there  is  a  base  of  over  6  million  small 
computers  installed  in  homes  and  of- 
fices. Technological  leaps  and  in- 
creasing computer  literacy  encourage 
lots  of  users  to  trade  up,  but  they 
don't  want  their  $3,000  machines 
gathering  dust.  Yet  even  when  they 
can  find  a  buyer,  the  bid-ask  spreads 
are  horrendous. 

Consider,  for  example,  Amerling  & 
Burns,  a  small  law  firm  in  Maine.  It 
paid  $20,000  for  a  Wang  OIS  105  with 
two  workstations  and  a  printer  a  year 
and  a  half  ago.  When  it  wanted  to  sell, 
the  Wang  salesman  offered  only  40% 
of  the  original  cost  and  assured  the 
firm  it  would  get  at  least  50%  on  the 
open  market.  The  firm  listed  the 
Wang  in  a  national  used-computer  ex- 
change magazine.  But  the  only  nib- 
bles came  from  middlemen  offering 
25%.  The  equipment  remains  in  the 
firm's  storeroom. 

"It  is  very  difficult  to  get  your  mon- 
ey out  [of  used  computers],"  sighs 
James  Mason,  the  consumer  loan  offi- 
cer at  the  Los  Angeles  office  of  Dai- 
Ichi  Kangyo  Bank.  Mason  is  trying  to 
sell  four  Digital  Equipment  Rainbow 
100  personal  computers  the  bank  re- 
possessed. He  adds,  philosophically, 
"Of  course,  it's  tough  disposing  of  re- 
possessed cars,  too."  Even  Goodwill 
Industries,  that  venerable  court  of  last 
resort  for  unwanted  goods,  begs  off 
carting  away  used  computers — unless 
it  can  use  them  for  its  operations. 

Where  are  the  ComputerLands  and 
BusinessLands?  They  flatly  refuse  to 
deal  in  used  computers  or  trade-ins. 
They  figure  the  used  merchandise  just 
gets  in  the  way  of  high-margined  new 
inventory.  Besides,  with  prices  on 
new  computers  dropping  almost  dai- 
ly, the  used  stuff  is  hard  to  price. 
Normal  depreciation  on  a  small  com- 
puter is  probably  50%  a  year.  Just  last 
June  IBM  dropped  the  price  on  its  pop- 
ular IBM  PC  despite  the  fact  that  the 
PC  is  still  much  in  demand.  That 
forced  used-computer  dealers  to  mark 
down  their  prices.  The  same  thing 
occurs  when  a  company  like  Victor 
goes  into  Chapter  11. 

Making  matters  worse,  used-com- 
puter buyers  typically  want  only  a  few 
specific  models.  Edmund  Monberg, 
who  runs  Palo  Alto's  40,000-square- 
foot  Computer  Parts  Mart,  a  veritable 
general  store  for  the  computer  and 
scientific  crowd,  says  he  has  a  hard 
time  making  a  good  deal  on  a  used 
computer  unless  it's  an  IBM  or  an 
Apple.  Luckily,  Monberg  sells  enough 
used  Digital  Equipment  terminals 
and  Control  Data  disk  storage  and 
memory  boards  to  stay  in  business. 

"Used  computers  are  like  used  au- 
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tos,  only  worse,"  agrees  Alan  Welsh, 
who  opened  Godfather's  Used  Com- 
puter Syndicate  in  Forest  City,  near 
Orlando,  Fla.,  three  months  ago.  Half 
of  his  supply  comes  almost  entirely 
from  referrals  by  local  computer  re- 
tailers. His  main  problem  isn't  find- 
ing willing  buyers;  it's  finding  sellers 
who  aren't  asking  too  much  for  their 
equipment.  To  help  insulate  himself 
from  volatile  prices,  Welsh  takes  used 
computers  on  consignment,  charging 
30%  of  the  final  selling  price  for  his 
services.  He  offers  his  own  warran- 
ty— 90  days  on  parts  and  labor — and  a 
service  department  to  back  it  up.  He, 
too,  wants  to  franchise. 

With  quick  technology  changes  and 
price  drops  on  these  new  models,  will 
there  ever  be  something  approaching 
rational,  stable  pricing  in  used  com- 
puters? Jerry  Nims,  a  psychologist 
and  management  consultant  based  in 
Reno,  Nev.,  thinks  so.  Nims  tried  to 
sell  his  Radio  Shack  Model  II  several 
years  ago  but  realized  he  didn't  have 
the  faintest  idea  what  he  should  ask 
for  it.  "I  thought,  'If  this  were  a  used 
car,  I  could  look  it  up  in  the  blue- 
book,'  "  recalls  Nims.  Thus  was  born 
Nims'  Computer  Classified  Bluebook, 
now  in  its  fourth  issue.  The  93-page 
bluebook  lists  close  to  80  computer 
systems,  from  Alpha  Micro  to  Zenith. 
An  Osborne  1,  for  example,  is  listed  at 


$830;  an  IBM  PC  (new  price  $2,200) 
has  a  bluebook  price  of  $1,530.  Nims 
updates  the  bluebook  quarterly, 
charging  $30  an  issue  or  $70  for  a 
year's  subscription.  This  year  Nims' 
admittedly  tiny  subscription  base  will 
yield  "modest  losses,"  but  he  hopes  to 
be  in  the  black  next  year. 

It's  a  fluid  market,  however.  Used- 
computer  retailers  Alan  Welsh  and 
Edward  Owens  say  they,  too,  intend 
to  develop  their  own  bluebooks,  based 
on  the  prices  they  get  for  equipment 
they  move  from  their  stores. 

Bluebooks  will  obviously  help  cre- 
ate order  out  of  today's  chaotic  mar- 
ket. But  developing  consumer  satis- 
faction is  another  question.  Comput- 
ers, ■  with  few  moving  parts,  don't 
usually  wear  out  the  way  cars  do.  A 
computer's  electronic  components, 
the  heart  of  the  machine,  should  be 
able  to  work,  as  new,  for  years.  Elec- 
tronic failures,  when  they  occur,  hap- 
pen within  a  few  months,  so  used 
machines  should  be  more  reliable 
than  new  ones. 

Nevertheless,  used-computer  sales- 
men flog  their  share  of  lemons.  In 
1982  Nims'  son  Patrick  paid  $3,000 
for  a  used  NEC  8000 — a  college  gradu- 
ation present  from  Dad.  Patrick,  who 
knew  little  about  computers,  plugged 
in  the  machine  and  discovered  it  did 
"funny  little  things."  The  computer 


had  a  hard  time  bringing  a  program  up 
on  the  screen.  Sometimes  the  cursor 
froze  and  would  move  again  only  if 
the  machine  was  switched  off  and 
then  back  on  again — in  which  case 
anything  not  stored  would  be  lost. 
Most  infuriating,  the  problems  oc- 
curred only  intermittently. 

The  former  owner  blamed  Nims' 
software.  Changing  software  didn't 
help.  Repairmen  told  him  the  ma- 
chine probably  suffered  from  a  defec- 
tive memory  chip.  And  maybe  a 
faulty  disk  drive.  In  neither  case  could 
the  repair  shops  promise  a  cure,  be- 
cause the  failures  were  random. 

How  do  you  tell,  before  you  buy  it, 
if  your  Apple  is  a  lemon?  How  do  you 
kick  the  tires  on  a  used  Radio  Shack 
TRS  80?  Forbes  asked  Boston  Com- 
puter Exchange's  Alex  Randall.  Ran- 
dall suggests  the  following: 

•  Try  your  own  software  on  the  ma- 
chine. Listen  for  any  unusual  noises 
from  the  disk  drives.  Make  copies  of 
files  and  check  to  be  sure  they  run. 
Playing  a  complex  videogame  is  a 
good  way  to  check  the  computer's 
internal  functioning. 

•  Make  sure  the  keyboard  doesn't 
stick  and  that  all  key  strokes  appear 
on  the  screen. 

•  Check  used  printers  for  unusual 
noise,  excessive  vibrations  and  obvi- 
ous signs  of  wear. 


"NEAT  COPIERS 
AT  NEAT  PRICES." 

-Tony  Randall 

"Finally  there  are  copiers  that 
can  take  a  messy  pile  of  differen 
size  originals.  And  give  you  a 
neat  stack  of  same  size  copies., 
automatically. 

"They're  the  Beta  zoom 
copiers  from  Minolta.  And  the; 
do  things  copiers  never  used  tc 
do,  thanks  to  features  like  these 
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Variable  reduction  and  enlargemen 

For  copies  anywhere  from  almost  50% 
smaller  than  the  original  up  to  almost 
50%  larger 


Space  age  junk 


For  really  intrepid  computer 
buffs,  there  are  always  the  scrap 
yards.  Yes,  the  computer  age  has 
already  spawned  its  own  junk- 
yards, its  own  versions  of  the  rag- 
and-bone  men. 

Take  Arnold  Klein's  Space  Age 
Metal  Products,  situated  in  Gar- 
dena,  south  of  Los  Angeles.  Work- 
ing from  a  dusty  office  littered 
with  electronic  parts  only  a  nerd 
could  identify,  Klein  bids  on  nearly 
any  kind  of  used  computer  equip- 
ment: old  mainframes,  disk  drives, 
keyboards,  electronic  circuits. 
Functioning  pieces  he  resells  to 
fixer-uppers,  savvy  computer  types 
who  buy  old  systems  cheap  and 
refurbish  them.  Broken  but  pre- 
sentable junk  he  unloads  for  fancy 
prices  to  movie  people,  who  use  it 


Arnie  Klein  of  Space  Age  Metal  Products 
The  end  of  the  high-tech  trail. 


for  sets.  And  the  high-tech  scrap 
no  one  else  wants?  "The  Taiwan- 
ese are  major  buyers  of  what  we 
call  'breakage,'  "  replies  Klein,  a 
burly  ex-brewery  representative 
and  one-time  arm-wrestling  world 
champion,  who  has  been  a  junk- 
man for  20  years.  The  Taiwanese, 
he  says,  containerize  it  and  ship  it 
to  the  port  at  Kaohsiung.  There  it 
is  auctioned  off  to  families  who 
cart  it  home  and  patiently  scav- 
enge the  wires,  components  and  so 
on.  Circuit  boards  and  cables  yield 
metals  such  as  copper,  aluminum 
and,  on  older  models,  gold.  The 
families  then  sell  it  back  at  the 
dock.  Finally  the  metal  goes  to  a 
smelter.  Klein  pauses,  then  adds: 
"After  the  smelter  it  probably  goes 
to  Japan."— K.K.W. 


•  Ask  the  salesman  for  the  original 
operating  manual  and  packing  car- 
tons. If  he  doesn't  have  them,  demand 
a  hefty  price  reduction. 

Above  all,  says  Randall,  don't  pay 
for  what  you  don't  need.  "An  IBM  PC 
with  256K  memory  and  two  drives  is 
what  everybody  wants,"  sighs  Ran- 
dall. "I  could  sell  them  a  used  Radio 


Shack  Model  I  with  a  printer  for  $500 
that  would  do  90%  of  their  word  pro- 
cessing needs." 

Randall  is  saying,  in  effect,  that 
there  are  basic  transportation  com- 
puters just  as  there  are  basic  transpor- 
tation cars.  A  computer  is  obsolete 
only  if  there  is  no  software  for  it  or 
your  needs  have  outrun  its  capability. 


An  Apple  II  or  a  Radio  Shack,  for 
which  thousands  of  software  pro- 
grams already  exist,  would  serve 
many  people's  needs — if  they  could 
overcome  their  fear  of  computers  and 
pride  in  how  many  horses  there  are 
under  the  hood.  The  folks  making  a 
business  in  used  computers  are  bet- 
ting they  will.  ■ 
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Auto  sizing.  Uniform  copies  from  different  size 
originals  . automatically. 


Auto  paper  select.Takes  a  stack  of  different  size 
originals  and  automatically  copies  each  one  on  the 
correct  paper  size 

"So  what  used  to  be  hard  jobs,  like 
making  bound  reports  and  preparing 
Dresentation  materials,  are  now  as  easy  as 
Dressing  a  few  buttons. 


"About  the  only  thing  neater 
than  how  much  Beta  zoom 
copiers  do  is  how  little  they  cost. 

"See  your  Minolta  dealer  and  be 
prepared  for  a  neat  surprise." 

THE  BETA  ZOOM  COPIERS. 
ONLY  FROM  THE  MIND  OF  MINOLTA. 


MINOLTA 


Not  all  features  available  on  all  Beta  machines. 

Look  for  your  authorized  Minolta  dealer  in  the  Yellow  Pages. 


As  I  See  It 


Robots  wont  beat  the  Japanese,  says  Steve 
Sharf,  Chrysler's  top  manufacturing  man. 
But  better  teamwork  with  the  stylists,  the 
marketing  men  and  the  autoworkers 
union  might  go  a  long  way. 


The  fireproof  man 


By  Jerry  Flint 


Iacocca  always  tells  me  I'm  fire- 
proof," says  Stephan  Sharf, 
Chrysler  Corp.'s  executive  vice 
president  for  manufacturing  and  a 
member  of  the  board.  He  had  better 
be.  The  Berlin-born  executive,  who 
came  to  the  U.S.  after  World  War  II, 
complains  about  the  stylists  and  the 
marketing  men  and  the  union,  and 
that  kind  of  complaining  isn't  always 
popular  in  big  business. 

Sharf  had  a  major  role  in  the 
Chrysler  miracle,  shepherding  some 
of  the  oldest  auto  plants  in  the  world 
and  a  sometimes  troublesome  work 
force  through  a  dramatic  change  to 
front-wheel-drive  technology — and 
on  time,  a  most  important  achieve- 
ment. He  also  has  much  to  say  about 
fighting  the  Japanese  on  cost  and  qual- 
ity— but  he  doesn't  mention  the  over- 
valued yen,  or  high  autoworker  wages 
or  the  Japanese  tax  system. 

"If  Lee  had  one  button  on  his  desk 
and  he  could  press  it  to  build  cars, 
with  no  workers  or  anything,  just 
press  the  button  and  the  cars  get  built, 


I  still  wouldn't  have  caught  up  with 
the  Japanese,"  Sharf  says.  It's  the  styl- 
ists, marketing  men  and  union  that 
run  up  his  costs,  he  says.  Take  the 
union:  He  accepts  the  pay  ("I  would 
never  ask  a  guy  to  work  for  less");  he 
hates  the  work  rules,  which  require 
up  to  14  lines  of  worker  demarcation 
at  his  plants. 

"Say  I  operate  the  same  engine 
plant  as  the  Japanese,  the  same  line, 
the  same  workers,"  Sharf  says.  "My 
up  time  [when  the  line  is  running]  is 
70%,  and  the  Japanese  get  90%  from 
their  plant.  What  does  that  mean?  It 
means  they  get  20%  more  engines 
than  I  do  or  I  have  to  make  an  addi- 
tional investment." 

He  gives  an  example:  If  an  engine 
block  angles  out  of  place,  the  line 
stops.  The  foreman  comes  from  the 
other  end  of  the  plant.  He  sees  the 
block  is  out  of  line  and  calls  for  the 
toolmaker  assistant,  who  comes  over 
and  sets  the  block  right.  But  that  spe- 
cialist notices  a  switch  is  bent,  and 
they  have  to  find  an  electrician.  Be- 
fore it  is  over,  a  half-hour  of  produc- 
tion time  is  lost.  In  Japan,  the  worker 


runs  over  and  straightens  out  the 
block,  and  if  he's  got  a  problem  some- 
one else  runs  and  helps  him.  It  takes  a 
minute. 

"We  have  a  stock  chaser  [to  bring 
needed  parts  to  the  line]  and  a  stock 
counter,  and  a  high-low  man  who 
moves  the  stock,"  Sharf  says.  "Three 
people.  Why  can't  the  man  who 
moves  the  stock  be  the  chaser  or  the 
counter?  Instead  he  sits  and  waits. 
There's  our  competition.  The  compe- 
tition is  not  in  Japan,  it's  here." 

Then  there  are  the  stylists.  Sharf 
uses  an  example  of  a  necktie.  It  costs 
$15.  If  the  designers  decide  to  make 
the  ties  wider,  it  means  more  cloth 
and  new  equipment,  which  runs  up 
the  cost.  The  buyer  isn't  going  to  pay 
more  for  the  necktie;  the  stylist  runs 
up  the  cost. 

"Here  the  stylist  reports  to  the 
chairman  of  the  board,"  says  Sharf. 
"I've  been  in  Japan  200  times  and 
there  I  never  met  a  stylist  yet." 

One  equivalent  of  the  wider  tie  is 
the  colored  bumper.  Only  U.S.  cars 
have  them.  Sharf:  "We  made  color- 
coded  bumpers  a  style.  You  never  see 
a  Japanese  car  with  colored  bumper 
parts.  Mercedes  has  a  black  bumper." 
Chrysler  even  had  three-tone  bump- 
ers— two  tones  for  two-tone  cars,  plus 
a  black  insert,  three  colors  in  all.  "The 
supplier  puts  on  the  first  color  and  has 
10% -to- 15%  rejection.  [Spend  $150 
million  on  tooling  and  you  will  get 
low  rejection  rates,  but  the  supplier 
spends  $2  million,  he  says.]  Then  the 
second  color  goes  on,  with  another 
15%  rejection.  Then  the  third  color, 
and  another  15%  rejection.  You  have 
45%  scrap,  and  end  up  making  two 
bumpers  to  get  one.  I  won  that  one. 
We  don't  have  three-tone  bumpers 
any  more." 

Or  take  the  problem  of  making 
sheet  metal  fit  closely.  The  metal  on 
the  Japanese  cars  doesn't  fit  that  well, 
Sharf  says.  There  are  gaps,  for  exam- 
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1   Copiers  2  File  Management 
3  Telecommunications  4  Local- 
area  networks  5  Engineering 
systems  6.  Service  and  support 


3M  Presents  The  Orchestrated  Office 


The  age  of  the  all-electronic 
Dffice  isn't  upon  us  yet,  and  talk  of  the 
:ompletely  integrated  office  is  just 
:hat:  Talk.  Still,  the  skepticism  inspired 
Dy  the  hype  and  counter-claims  of 
competing  vendors  shouldn't  be 
allowed  to  obscure  one  basic  truth:  It 
■eally  is  easier  to  have  an  efficient 
Dffice  when  you  can  rely  on  the 


smallest  possible  number  of  manufac- 
turers to  provide  and  service  the  bulk 
of  your  office  equipment. 

At  3M,  we  don't  make  every  kind 
of  office  and  data-processing  equip- 
ment. (Neither  does  anyone  else.) 
But  we  do  market  a  wide  variety  of 
machines  and  supplies  for  copying, 
communicating,  filing,  and  distributing 


information.  In  fact,  we  offer  the 
broadest  line  of  document-handling 
equipment  in  the  industry  today.  And 
we  back  our  state-of-the-art  equip- 
ment with  a  3M  service  division  that 
maintains  our  products  and  those  of 
other  manufacturers  in  55  countries. 


2.  File  Management 


Paper  documents  are  almost  an 
anachronism  in  today's  office.  Filing 
and  retrieving  them  wastes  an  inordi- 
nate amount  of  clerical  time,  and  the 
documents  themselves  have  a  regret- 
:able  tendency  to  go  astray. 

What  is  needed  is  a  better 
method  than  paper  for  storing  docu- 
ments that  must  be  kept  for  eviden- 
tiary purposes. 

Fortunately,  3M  has  a  more  effi- 
cient method  of  file  management.  It's 
called  micrographics,  or  the  use  of 
microfilm  instead  of  paper  to  store  and 
retrieve  important  documents. 

With  one  of  our  computer- 
assisted  retrieval  systems,  for  exam- 
ple, you  can  reclaim  much  of  the 
space  you  now  use  for  record  storage 
You  can  also  make  your  office  workers 
more  productive  by  reducing  the  wait 
for  file  retrieval.  And  you  can  virtually 
eliminate  the  problem  of  lost  files. 

In  short,  a  micrographic  system 


3M's  16mm  Film  Cartridge:  One  of  the 
formats  available  when  you  choose 
micrographics  as  a  solution  to  your 
filing  problems. 

is  faster  and  more  efficient.  And  so  is 
the  business  that  uses  one. 

3M  File  Management  Systems 
include  a  full  range  of  cameras,  cam- 
era-processors, duplicators,  readers, 
and  reader-printers  for  uses  with  all 
standard  microfilm  media. 


800-328-5727  Ext.  75  (In  Minn.,  800-742-5685  Ext.  75)  In  Canada,  800-268-9696 


Mail  to: 

Information  Systems/3M 
Response  Center,  Dept.  #020110 
701  Decatur  Avenue  North,  Suite  205 
Minneapolis,  MN  55427 


Please  send  me 
literature  about 
The  Orchestrated 
Office. 


Name 


Title 


Company 


Address 


City -State -Zip 


Telephone  ( 


3M  hears  you . 


Information  Systems/3M 


I 


NORFOLK  SOUTHERN'S 


THEFUTURE. 


Norfolk  Southern's  people  have  de- 
signed a  computer  system  which  lets 
our  train  dispatchers  see  what's  in 

for  rolling  freight  trains  during 
the  next  eight  hours. 
With  this  exclusive  system  already 
fed  divisions,  our  dis- 
lin  movement  in- 
Graphic  displays 
in  c  he  location  of  every 

tram  over  htsndrt  f  track. 

AndbylooJu  othefu- 
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ture  dispatchers  can  make  decisions 
that  speed  up  train  movement  and 
minimize  delays. 

More  reliable  operation  resulting 
from  computer-aided  dispatching 
helps  our  customers  keep  inventories 
low.  It  works  so  well  that  Norfolk 
Southern  will  install  nine  more  such 
systems  along  its  lines  this  year  and 
next. 

Computer-aided  dispatching. 
Another  outstanding  example  of 


Thoroughbred  Service. 

For  more  information  on  how  Thor- 
oughbred Service  works  to  your  advan- 
tage, call  any  one  of  Norfolk  South- 
ern's 82  sales  offices. 


■  World's  largest  coal  transshipment  facility; 

■  Outstanding  safety  record  among  Class  1  railroads; 

■  Consolidated  sales  force,  single-system  service; 

■  Best  damage  claims  ratio  in  the  East. 

THOROUGHBRED  SERVICE. 

ONLY  NORFOLK  SOUTHERN  HAS  IT. 
NOTHING  ON  WHEELS  CAN  MATCH  IT. 


? 


NORFOLK 
SOUTHERN 


tries  of  Norfolk  Southern  Corporation. 
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3|RA:CI0US(^g/shas),  adj. 
1.  Characterized  by  ^ood 
taste,  comfort  or  ease.  2.  Elegant 
or  leisurely.  3.  Disposed  to  show 
^raceor  favour. 
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Canada  *  England 
United  States 

Call  your  Travel  Agent 


As  I  See  It 


pie,  where  the  headlights  meet  the 
body.  But  the  Japanese  styled  them 
that  way,  so  they  look  acceptable. 
When  American  designs  call  for  close- 
fitting  sheet  metal,  slight  variations 
look  like  sloppy  quality. 

Sharf,  who  is  63,  studied  at  the  Uni- 
versity of  Berlin — he  still  speaks  with 
a  German  accent  and  is  one  of  the 
funnier  storytellers  in  the  industry. 
He  was  a  tool-and-die  maker  with 
Ford  Motor  Co.,  then  a  general  fore- 
man for  Ford's  stamping  division  in 
Chicago  before  joining  Chrysler  in 
1958  as  master  mechanic  at  an  Ohio 
plant  and  working  his  way  to  the  top. 

He's  got  other  gripes  against  the 
marketing  people — all  those  options, 
for  example.  "Ever  see  a  Japanese  car 
with  a  vinyl  roof?"  he  asks.  Vinyl 
roofs  take  extra  machinery,  extra 
space,  extra  workers,  extra  inven- 
tories. "Honda  didn't  come  to  Amer- 
ica and  put  on  a  vinyl  roof." 

Or  line  balancing.  "You  know  what 
that  is?  It's  what  the  guy  who  puts  on 
the  side-body  trim  molding  does 
when  a  car  that  isn't  supposed  to  have 
side  molding  comes  down  the  line." 
In  other  words,  when  that  happens 
the  worker  may  be  idle.  "What  does 
he  do,  put  the  windshield  in?  You  get 
radios  with  two  speakers  and  four 
speakers  and  six  speakers.  What  hap- 
pens to  the  six-speaker  guy  when  a 
two-speaker  car  -comes  by?  Every  re- 
striction [against  variation]  makes  a 
lower  priced  car." 

But  Sharf  believes  it  is  practically 
impossible  to  price  fairly  "El 
Cheapo,"  the  stripped  car,  because 
creating  the  ability — everything  from 
paperwork  to  plant  size — to  include  a 
huge  array  of  options  can't  be  figured 
into  a  cost  equation  (see  Forbes,  Sept. 
24).  "I  paid  for  the  facility,  so  I  got 
paint  for  two-tones,  I've  got  lines  for 
vinyl  roofs.  But  it  isn't  two-tone,  it 
doesn't  have  a  vinyl  roof,"  he  says.  He 
tells  the  story  of  the  old  days  at  Ford 
when  there  were  two  models,  the 
plain  car  and  the  custom.  The  custom 
had  the  chrome  side  trim,  and  was 
more  expensive  to  buy.  But  it  cost 
more  not  to  put  the  chrome  on  than  to 
put  it  on — "It  didn't  pay  to  do  it  with- 
out the  chrome."  The  answer?  Ford 
put  chrome  on  all  of  them  and  painted 
it  black  on  the  "plain"  cars. 

Naturally,  Sharf  sees  this  from  his 
viewpoint,  the  manufacturing  man 
looking  for  the  simplest  way  to  pro- 
duce. The  executives  who  order  the 
options  will  say  that  vinyl  roofs  mean 
sales.  Alter  all,  old  Henry  Ford  paint- 
ed all  his  cars  black  and  General  Mo- 
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Chrysler's  Stephan  Sharf 
Leave  the  ashtray  alone. 

tors  whipped  him.  But  the  Japanese 
seem  to  have  taken  a  few  leaves  from 
old  Henry  Ford's  book — with  consid- 
erable success. 

As  to  the  promise  of  super  technol- 
ogy, Sharf  has  some  ideas,  too.  Gener- 
al Motors  has  its  well-publicized  Sat- 
urn Project  to  create  a  new  car  and 
manufacturing  system  that  would  al- 
low U.S.  plants  to  compete  in  the  low- 
priced  car  field.  Chrysler's  engineer- 
ing department  has  its  Project  90  to 
come  up  with  the  car  of  the  future. 

But  Sharf  believes  the  manufactur- 
ing men  should  have  a  good  part  of 
that  kind  of  planning.  "Project  92," 
he  says.  "That's  Project  90  and  me, 
too."  Indeed,  spending  huge  amounts 
to  develop  systems  for  low-priced  and 
maybe  low-volume  cars,  as  GM  is  do- 
ing, is  questioned  by  some  in  Detroit, 
Sharf  included.  "You've  got  a  kitchen 
now  like  a  747  with  all  those  electron- 
ic gadgets.  If  you  make  hamburger  in 
that  kitchen,  you're  not  going  to  be 
making  cheap  hamburger." 

But  the  manufacturing  side  has 
some  reasons  to  be  pleased.  Chrysler 
will  build  its  future  small  car,  code- 
named  the  P  car,  with  a  variation  of 
its  widely  used  K  body,  rather  than 
with  a  separate  small-car  body.  This 
means  that  other  larger  Chrysler 
models  can  roll  off  the  same  lines  as 
small-car  sales  go  up  or  down.  "Which 
is  good  planning,"  he  says. 

The  best  way  to  compete  in  cost 
and  quality,  Sharf  says,  is  more  coop- 
eration with  the  company  family  and 
with  the  union.  It's  coming,  he  says, 
but  slowly. 

And  fewer  options,  and  less  fid- 
dling. "There  is  only  one  perfect  posi- 
tion for  an  ashtray,"  says  Steve  Sharf. 
"If  you  have  found  it,  leave  it."  ■ 
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OUR.  FAH-FLUNG  CORJIEJPONDENT 


Our  client,  New  Zealand 
Government  Tourist  Office,  has 
traditionally  been  fairly 
conservative.  I  presented  them 
with  a  big  bunch  of  campaigns. 
And  then  there  was  this  very 
offbeat,  all-type,  tongue-in- 
cheek  approach — and  to  their 
everlasting  credit,  it's  the  one 
they  chose! 

We  have  a  room  downstairs 
and  in  it  are  more  than  8,000 
individual  letters.  All  addressed 
to  New  Zealand  Sweepstakes. 

Where  did  they  come  from? 
Well,  I  have  just  spent  five 
hours  going  through  these 
letters,  and  I'd  say  right  now 
that  probably  70%  came  from 
readers  of  The  New  Yorker. 
People  sit  down  with  it  every 
week,  and  each  time  it's  like 
chatting  with  a  welcome  friend. 
I  know  it  sounds  corny  and 
dumb  to  talk  about  a  magazine 
this  way,  but  this  is  the  way 
The  New  Yorker  is. 

JOHN  MACDANIELS 
EXECUTIVE  VICE  PRESIDENT 
AND  CREATIVE  DIRECTOR 
THE  MARSCHALK  COMPANY 
SAN  FRANCISCO 


"Pd  wait  for  your  inner  clock  to  adjust  before 
you  do  any  shopping,  dear." 


I 


LIFE  INSURANCE 
USED  TO  BE 

MONEY  THAT 

DIED  YOUNG. 


It  was  awful. 

Even  hard-bitten  financial  people,  money 
experts  who  thought  they'd  seen  everything  couldn'i 
bear  to  watch. 

Fresh  new  dollars  sent  to  certain  oblivion 
Savings  that  would  never  grow,  never  reach  their 
full  potential,  never  see  the  sunlight  again. 

It  was  awful.  But  thaf  s  what  happened. 
Life  insurance— as  any  kind  of  serious  savings  or 
investment  vehicle— had  suddenly  become 
outdated  and  outgunned. 

The  social,  the  emotional,  the  near- 
religious  arguments  remained.  It  was  a 
duty,  an  obligation.  Life  insurance 
was  The  Right  Thing  For  Right 
Thinking  People  To  Do. 

But  it  was  a  terrible  buy. 

Why?  What  had  happened'! 
First,  the  typical  life  insur- 
ance policy— part  protection  and  parti 
savings— rewarded  the  holder  with  an  i 
annual  interest  rate  on  his  accumulated 
savings  of  three  or  four  or,  maybe,  five 
percent. 

Not  exactly  a  drop  in  the  bucket, 
right?  Right  More  like  a  hole  in  the  bucket.  Th 
rest  of  the  world— even  the  very  conservative  won 
of  banks  and  savings  and  loans— offered  eight  ar.i 
ten,  maybe,  twelve  percent. 

Second,  the  typical  insurance  policy  assume 
that  someone  in  his  twenties  was  buying  some- 
thing to  leave  his  family  when  he  died  in  his  sixtie 

But  he  didn't  die.  He's  still  around. 
He's  in  his  eighties. 

Pencils  and  paper,  everybody. 

Whaf  s  the  difference  between  four  percen 
over  forty  years  and  ten  percent  over  sixty  years'; 
The  answer  is  Revolution. 


IT 
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It  wasn't  that  life  insurance  companies 
suddenly  had  to  become  competitive.  They  had 
always  been  competitive.  With  one  another.  The  pro- 
bund,  mindbending  change  was  that  they  had  to 
:ompete  in  the  open  marketplace.  The  whole  rough 
and  tumble  financial  marketplace. 

A  business  built  on  Mortality  and 
Guarantees  and  Emotionalism  found  itself  cut  adrift 
n  a  world  of  Longevity  and  Opportunity  and 
Financial  Sophistication. 

There  was  one  more  reason:  Us. 

Five  years  ago,  a  company  called  Executive 
Life  began  offering  interest-sensitive  insurance  poli- 
ces that  paid  market  rates  on  the  accumulated     $149.8 
savings  in  the  policy. 

Today,  with  over  $1  billion  in  revenues 
and  $5  billion  in  assets,  the  Executive 


$18.9 


Which  leads  to  a  word  of  caution: 


Net 

Investment 

Income 

(In  millions) 


$48o.i    There's  a  new  piece  of  fine  print 
■HH  in  the  insurance  business. 


$333.5 


1979         1980        1981  1982         1983 

Year  after  year,  the  Executive  Life  Companies 

have  been  among  the  top  five  in  the  entire  insurance 

industry  in  terms  of  investment  performance. 

Source:  A.M.  Best  Company. 


Life  Companies  combine  to  be 

3ne  of  the  ten  largest  writers 

3f  new  life  insurance.  Forbes 

reported  us  as  first  among  all 

life  insurance  and  accident 

and  health  insurance  compa- 

lies  in  return  on  equity, 

return  on  capital  and  earnings  per  share. 

AM.  Best  Company,  industry  analysts  since 
1899,  gives  us  its  highest  rating:  A+.  Excellent. 

Executive  Life  pioneered  the  use  of  current 
mortality  tables,  ones  that  showed  how  much  longer 
you  were  living.  (Some  companies  still  use  data 
from  the  Fifties  which  not  only  makes  their  clients 
Did  before  their  time,  it  makes  their  rates  higher.) 

But  the  principal  difference  between 
Executive  Life  and  the  rest  of  the  industry  has  been 
the  performance  of  its  investment  portfolio  and  the 
direct  effect  of  that  performance  in  reducing  the  cost 
3f  its  policies. 

About  our  policyholders.  A  fact  and  a  guess. 

The  guess  is  that  they  are  the  very  people 
who  wouldn't  have  been  caught  dead  owning  more 
than  a  token  amount  of  life  insurance  just  a  few 
years  back. 

The  fact  is  that— as  a  group— Executive 
Life  policyholders  carry  the  highest  average  policy 
size  in  the  industry. 

Imitation  is  the  sincerest  form  of  competition. 

Our  representatives  sell  a  group  of  evolv- 
ing life  insurance  products,  created  and  refined 
under  the  name  Irreplaceable  Life!M 

Today,  there  are  a  dozen  companies  that 
:an  sell  you  some  pretty  fair  copies  of  the  Irreplace- 
able Life  policies  we  were  offering  two  or  three  years 
ago.  But  if  you  want  our  newest  products,  we're  the 
Dnly  ones  who  have  them. 

For  more  information,  write  or  call:  Executive  Life  Insurance  Co.,  Dept.  A, 

1444  Olympic  Blvd.,  West  Los  Angeles,  CA  90064,  (213)  312-1000  or  Executive  Life  Insurance  Co.  of  New  York,  Dept.  A,  390  N.  Broadway, 

Jericho,  NY  11753,  (516)  931-6400.  ©  1984,  Executive  Life  Insurance  Company 


Most  of  the  policies  like 
ours  that  are  sold  today  are  sold 
on  "projections!' 

"Projections"  is  a  formal 
word  for  "guess!'  More  politely,  a 
projection  is  an  estimated  rate  of 
return.  So,  when  you're  dealing 
with  this  new  language,  two  ques- 
tions are  in  order: 

"What  happens  when  the 
insurance  company  makes  its 
projections?" 

Because  companies  can 
only  pay  from  earnings,  it  wouldn't 
hurt  to  ask  any  company  what  its 
rate  of  return  has  been  for  the  last 
several  years.  (If  they  don't  know, 
your  state  insurance  department 
knows.) 

Executive  Life  has  earned 
more  than  its  projections  in  five  of 
the  last  five  years.  We  have  then  snared  our  success 
with  our  policyholders  who  have  converted  those 
extra  earnings  into  lower  premium  payments  or 
additional  coverage. 

"And  what  happens  if  the  company  doesn't 
make  its  projections?" 

You  may  be  buying  a  policy  that  will  require 
you  to  make  up  the  difference  in  increased  premium 
if  your  insurance  company  doesn't  make  its  pro- 
jected earnings.  (Sort  of  an  annual  balloon  payment, 
if  you  can  pay  it.  Or  less  protection  if  you  can't.) 

This  is  a  commercial. 

There's  one  more  brand  new  word  in  our 
business.  If  s  called  "performance!'  In  our  case,  how 
much  insurance  for  how  much  money? 

Suffice  to  say,  there's  an  enormous  range 
of  performance  in  our  business.  But  when  the 
smoke  clears,  you're  going  to  see  what  we  hope  is 
now  a  very  familiar  name. 


EXECUTIVE 
LIFE 


On  the  Docket 


You  may  not  have  heard  much  about  neg- 
ligent managing  underwriters  before.  But 
you  probably  will  now. 

Revenge  of  the 
nerds 


By  Geoffrey  Smith 


IFFED  WHEN  THAT  new  ISSUe 

your  broker  sold  you  went 
out     of     business     several 
months  later? 

Don't  sue  your  broker.  Sue  the 
managing  underwriter  and  charge 
him  with  negligence  in  preparing  the 
offering  prospectus.  If  the  recent  Klein 
v.  Computer  Devices,  Inc.  decision  in 
Federal  District  Court  for  the  South- 
ern District  of  New  York  is  followed, 
your  chances  of  recovering  have  just 
improved  dramatically. 

In  the  Klein  case,  Computer 
Devices  had  the  bad  grace  to  go 
broke  four  months  after  its  pub- 
lic offering.   So  shareholder  Wilbur 
Klein  sued  the  managing  underwriter, 
A.G.  Becker  Paribas  (since  bought  by 
Merrill  Lynch).  Klein  charged  that  the 
Computer  Devices  prospectus  Becker 
prepared  contained  important  missta- 
tements and  omissions. 

Tough,  said  Becker — or  words  to 
that  effect.  We  didn't  sell  Computer 
Devices  shares  to  Klein.  Someone  else 
did.  So  Becker  did  no  damage  to  Klein. 

Or,  to  use  the  appropriate  legal- 
speak,  there  was  no  "privity" — no  di- 
rect contact  between  Becker  and 
Klein.  That  has  been  the  managing 
underwriter's  traditional  defense. 

Not  so  fast,  said  Judge  Gerard  L. 
Goettel  in  his  opinion:  "Controlling 
law  in  this  circuit  suggests  that  the 
plaintiffs  can  sue  not  only  their  im- 
mediate sellers  .  .  .  but  also  those  who 
substantially  participated  in  the 
transaction." 

What's  more,  Klein  didn't  have  to 
show  he  relied  on  the  prospectus  in 
making  his  purchase — only  that  the 
prospectus  was  in  fact  misleading. 


Result:  Becker  is  liable  to  every 
buyer  of  Computer  Devices'  public 
offering — 1  million  shares  at  $11.25 
each —  whether  the  firm  actually  han- 
dled the  transaction  or  not. 

Horrors!  cried  Wall  Street  securities 


lawyers.  They  are  shocked, 
even  though  this  new  direction 
in  the  law  shouldn't  have  come  as  a 
surprise  (Forbes,  Sept.  12, 1983). 

"Think  of  the  potential  liability  of 
the  managing  underwriter!"  says  Ed- 
ward Brodsky  of  Spengler  Carlson  Gu- 
bar  Brodsky  &  Frischling.  "Now  if  an 
underwriter  is  negligent,  he's  not  just 
liable  to  his  own  customer,  he's  also 
liable  to  the  customers  of  everyone 
else  in  the  syndicate!  A  young  guy 
who  is  doing  his  due  diligence  over- 


looks one  little  thing,  and  then,  after 
everything  goes  sour,  you  look  back 
with  the  benefit  of  20/20  hindsight 
and  say,  'Gee,  that  young  man  and 
that  underwriter  were  negligent!'  " 

Of  course,  Becker  still  has  the  right 
as  lead  underwriter  to  ask  the  rest  of 
the  syndicate  to  share  liability  accord- 
ing to  their  proportionate  shares.  But 
this  is  not  likely  to  win  Becker  any 
popularity  contests  on  Wall  Street. 

Much  of  the  argument  in  this  case 
centers  on  the  intent  of  federal  securi- 
ties legislation  enacted  in  1933.  Long 
ago,  however,  managing  underwriters 
limited  their  liability  under  that  stat- 
ute by  changing  their  fee  structure. 
Even  Harvard  Law  School  Professor 
Louis  Loss,  in  his  Fundamentals  of  Se- 
curities Regulation,  concedes  that  un- 
derwriting liability  "is  routinely 
evaded  by  having  the  managing  un- 
derwriter's extra  fee  come  from  the 
members  of  the  underwriting  group." 
Loss  has  since  joined  the  Becker 
defense  effort  led  by  Henry  Minnerop 
of  Brown,  Wood,  Ivey,  Mitchell  &  Pet- 
ty, so  the  focus  now  shifts  to  what  the 
practical  impact  of  the  Klein  decision 
is  going  to  be.  On  this  topic  the  secur- 
ities lawyers  are  gloomy  indeed. 
"This  decision,  if  allowed  to  stand, 
will  have  an  extremely  chilling  effect 
on  the  willingness  of  any  responsible 
investment  banker  to  manage  offer- 
ings, particularly  offerings  of  corpora- 
tions in  emerging  or  high-risk  indus- 
tries," warns  Becker 
counsel  Minnerop. 
"To  the  extent  that 
investment  bankers 
would  be  prepared  to 
manage  offerings  in  light 
of  the  decision,  such  offer- 
ings would  no  doubt  become 
more  costly  to  the  companies  and  to 
the  investors." 

Whether  or  not  the  investment 
bankers  will  be  chilled  is  academic. 
Just  look  at  how  chilled  the  market  has 
been  for  equity  offerings  of  all  kinds 
duringmost  of  1 984.  The  fact  is,  invest- 
ment bankers  have  sold  only  a  fraction 
of  what  they  did  last  year  before  the 
public  became  disillusioned. 

And  what  made  the  public  disillu- 
sioned? Just  ask  an  investor  who 
bought  shares  in  the  1983  offering  of 
Computer  Devices,  Inc.  partly  be- 
cause of  the  Becker  imprimatur  on  its 
prospectus.  He  will  tell  you  that  such 
unpleasant  experiences  can  have  a 
chilling  effect  on  the  public's  willing- 
ness to  invest. 

Better,  perhaps,  a  little  chill  today 
than  a  deep  frost  tomorrow.  ■ 
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A  REVOLUTIONARY 
PROFESSIONAL. 


Fhc  sharpest  color  graphics  possible, 
;i  broad  range  of  industry-standard 
software,  and  powerful  computing  ca- 
pabilities now  can  be  at  your  desk 
with  a  revolutionary  professional  col- 
or computer  from  DATAPOINT:  the 
VISTA  PC 

A  state-of-the-art  member  of  our 
new  PRO-VISTA,M  family  of  hardware 
and  software  for  the  modern  office;, 
the  VISTA-PC  gives  y°u  financial 
modeling,  spreadsheet,  and  personal 
database  applications  supported  by 
high-quality  business  graphics.  Inno- 
vative technology  enables  the  easiest 


possible  access  to  word  and  data 
processing.  And  the  VISTA-PC 
operates  as  a  standalone  worksta- 
tion, as  part  of  a  workstation  cluster 
in  a  department  or  work  group,  or  as 
part  of  an  ARC "  (Attached  Resource 
Computer ")  local  area  network. 

The  VISTA-PC  can  be  either  a  first 
step  toward  an  automated  office  or  a 
component  of  our  leading-edge 
PRO-VISTA  family  It  is  compatible 
with  existing  DATAPOINT  equipment 
and  communicates  with  systems 
made  by  other  manufacturers.  When 
attached  to  an  ARC  local  area  net- 


work, it  can  be  part  of  a  system  that 
grows  as  far  and  as  fast  as  your  busi- 
ness grows. 

DATAPOINT  is  a  specialist  in  inte- 
grating state-of-the-art  local  area 
networks  and  office  systems.  We 
sparked  a  revolution  in  business  com- 
munications with  ARC.  the  first  and 
most  thoroughly  proven  local  area 
network  in  existence,  and  today  we 
continue  to  lead  that  revolution.  If 
you're  ready  to  join  the  DATAPOINT 
revolution,  talk  to  our  worldwide  sales 
and  service  force  about  the  VISTA-PC 
professional  color  computer. 


INTRODUCING  THE  DATAPOINT 
VISTA-PC  COLOR  COMPUTER. 
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DATAPOINT 

We  sparked  the  revolution 
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WHERE  THERE'S  SMOKE, 
THERE'S  LIABILITY 


&»*Mt  * 
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No  corporation  can  be  held 
iable  for  non-polluting  smoke. 

Or  clean  waste  disposal. 

Or  harmless  emissions. 

But  any  substance  that  does 
oollute  carries  with  it  not  only  the  risk 
Df  liability  but  also  the  threat  of 
extraordinary  damages. 

And  these  aren't  levied  only 
against  companies  run  by  thought- 
ess  or  cynical  polluters.  Many  well- 
ntentioned  corporations  have  been 
field  accountable  for  pollution. 

Not  because  they  didn't  care. 

But  because  laws,  regulations 
and  rulings  on  environmental  impair- 
ment have  become  so  complex 
fhat  the  best  of  intentions  is  no  pro- 
ectionatall. 

To  protect  itself  today  a  corpo- 
ation  needs  nothing  less  than  a  staff 
Df  trained,  experienced  and  sophis- 
icated  specialists  in  this  field. 

And  that's  exactly  what  we 
brovide  at  CIGNA. 

Our  Environmental  Health 
.aboratory  is  staffed  with  specialists 
*/ho  thoroughly  assess  a  company's 
environmental  impairment  liability. 

We  carefully  assess  the  hazards 
associated  with  the  materials  a 
:ompany  uses. 

With  the  processes  it  puts  them 
tirough. 


With  their  transport.  With  their 
storage.  And  their  disposal. 

We  point  out  appropriate  fed- 
eral, state  and  local  regulations. 

We  analyze  the  potential 
impact  a  facility  is  likely  to  have  on 
the  air,  water,  soil,  and  endangered 
species  in  its  area. 

Not  to  mention,  on  any  human 
population  at  risk. 

We  evaluate  management 
systems  for  supervising  and  monitor- 
ing pollution  control. 

And,  finally,  we  look  at  the 
emergency  procedures  a  company 
has  in  place. 

Or  doesn't. 

All  in  all,  we  seek  to  uncover 
each  and  every  pollution  exposure 
and  vulnerability  that  a  corporation 
might  have. 

Then  we  follow  up  with  spe- 
cific recommendations  to  control 
them. 

If  you  think  this  might  be  help- 
ful to  your  company,  write  CIGNA 
Corporation,  Dept.  RE  One  Logan 
Square,  Philadelphia,  PA  19103  for 
more  information. 

After  all,  doesn't  it  make 
sense  to  have  us  look  for  the  weak- 
ness in  your  pollution 
control  before  some- 
body else  does? 


CIGNA 


Because  they're  already  built-in.  The  80/132 
column  printer.  The  9-inch,  high-resolutioi 
display  There's  even  a  built-in  360K  disl 
drive.  Which  all  make  the  Sr.  Partner  a  coti 
'®  plete  computer  as  is. 
™  The  Sr.  Partner  is  IBM  hardware  and  softwarr 

compatible  so  you  can  run  popular  business  pro» 
i  grams  immediately.  The  software  bundle '  cur., 

rently  offered  with  the  Sr.  Partner  is  WordSta, 
^      VisiCalc,    pfs:Graph,    File,    Reportf 
|      MS-DOS  2.11   and  GW  BASIC 
And  with  its  256K  internal  memon 
m      expandable  to  512K,  the  Sr.  Partnet 
™      can  run  the  new  integrated  software. 
Built-ins  also  include  expansion  sloti 
and  parallel  and  serial  I/O  ports.  There's  even  a  built-ii- 
RGB  monitor  port  so  you  can  take  advantage  of  thr 
Sr.  Partner's  color  and  graphics  capability. 

If  you  want  10  megabytes  of  storage,  choose  the.ne\| 
hard  disk  Sr.  Partner. 

Both  the  Sr.  Partner  and  the  hard  disk  Sr.  Partner  com 
with  an  exceptional  Panasonic  warranty** 

For  the  dealers  nearest  you,  call:  201-392-4261.  Th<l 
Panasonic  Sr.  Partner.  No  peripherals  needed.  It  makei 
the  competition  look  like  Jr.  Executives. 

Panasonic 

Industrial  Company 


80/132-Column  Printer 


'•''*■ 


9-Inch  High-Resolution  Display 


Optional  10-Megabyte  Hard  Disk  or 
Optional  Second  360K  Disk  Drive 


360K  Disk  Drive  Built-in 


Sr.PafS© 


256K  RAM 


IBM  Compatibility 


I?  tSSJ?  ^,     ,    H         t,e?,«C  '       >  1wal  at  any  "me  Wl,h0'     ,otice'         *  *One-year  limited  warranty,  6  months  on  thermal  printer  head.  Carry-in  or  mail-in  service. 

ntv"JrL       traaemark  ot  wiatsus     a  Electric  Industrial  Company  Ltd;  WordStar  is  the  trademark  of  MicroPro  International  Corporation;  VisiCalc  is  the  registered  trademark 
01  visiuorp.  prs.  urapn,  t-ile,  Heport  are  the  registered  trademarks  of  Software  Publishing  Corporation;  GW  BASIC,  MS-DOS  are  the  trademarks  of  Microsoft  Corporation. 


Profiles 


Promoter  of  Bob  Dylan  and  Frank  Sina- 
tra, friend  of  George  Bush  and  Teddy  Ken- 
nedy, Hollywood's  ferry  Weintraub  now 
wants  to  be  an  artist. 


Malibu  high 


By  Alex  Ben  Block 


Iay  off  the  muses,  it's  a  very 
_  tough  dollar,"  it  is  written  in 
I  the  works  of  S.J.  Perelman.  But 
Perelman,  the  comic  genius  who  died 
in  1979,  never  got  a  good  look  at  what 
Hollywood  promoter  Jerry  Weintraub 
can  do  when  he  gets  his  hands  on  one 
of  the  lively  arts. 

Weintraub,  47,  is  a  Hollywood  pro- 
moter in  the  same  way  that  Secretar- 
iat was  a  horse.  Promoter  is  the  spe- 
cies, all  right,  but  look  at  all  the 
purses  he  has  won.  After 
more  than  two  decades  of 
promoting  concerts,  man- 
aging some  of  the  top 
musical  acts  in  the  world 
and  dabbling  in  films,  Jer- 
ry Weintraub,  who  was 
born  in  Brooklyn  and  grew 
up  in  a  middle-class  fam- 
ily in  the  Bronx,  has 
emerged  as  one  of  Holly- 
wood's busiest  and  most 
forceful  power  brokers. 

Through  Management 
III,  his  privately  owned 
company,  Weintraub  has 
guided  the  likes  of  John 
Denver,  the  Moody  Blues 
and  Neil  Diamond  from 
relative  obscurity  to  star- 
dom. As  half- owner  of 
Concerts  West  (co-owned 
by  Tom  Hulett),  he  has 
promoted  shows  for  per- 
formers such  as  Bob  Dyl- 
an and  Frank  Sinatra. 
Over  the  years  he  also  has 
produced  several  Broad- 
way shows,  television 
shows  and  half  a  dozen 
films    such    as    Oh    God, 


Nashville  and  his  latest,  The  Karate  Kid, 
the  surprise  hit  of  the  summer.  He  is 
about  to  announce  a  production  ar- 
rangement with  Columbia  Pictures 
Television. 

Weintraub  keeps  an  apartment  in 
New  York,  owns  a  spread  in  Kenne- 
bunkport,  Me.,  not  far  from  Vice 
President  George  Bush,  a  home  in 
Beverly  Hills  and,  of  course,  the  man- 
datory pleasure  dome — Blue  Heaven, 
on  8  acres  of  Paradise  Cove  in  Malibu. 
When  Forbes  suggested  that  Wein- 
traub's  net  worth  must  be  on  the  or- 


Management  Ill's  Jerry  Weintraub 
"Just  say  I'm  a  multimillionaire." 


der  of  $30  million  to  $50  million,  he 
growled:  "None  of  those  numbers  are 
wild,  but  it's  none  of  your  business. 
Just  say  I'm  a  multimillionaire." 

Last  month  Weintraub  was  again  in 
the  news,  this  time  for  buying  out 
Joseph  Nederlander's  half-interest  in 
six  of  Broadway's  largest  theaters,  in- 
cluding the  Neil  Simon,  the  Mark 
Hellinger  and  the  venerable  New  Am- 
sterdam, where  Weintraub  will  copro- 
duce  a  1980s  version  of  the  Ziegfeld 
Follies.  Yes,  Broadway  is  in  deep  finan- 
cial trouble,  as  usual,  but  Weintraub 
insists  he  can  turn  a  profit  by  produc- 
ing musicals  using  Hollywood's  best 
writing  talent.  He  also  calls  it  a  pretty 
good  real  estate  deal. 

An  immodest  man  with  much  to  be 
immodest  about,  to  paraphrase  Chur- 
chill, Weintraub  harbors  no  doubts 
about  his  ability  to  make  a  dollar  on 
Thalia,  the  Muse  of  comedy,  and  may- 
be— who  can  say  where  these  things 
lead? — on  Melpomene,  the  Muse  of 
tragedy.  "Since  I  was  a  kid,  people 
have  told  me  you  can't  do  this  or  you 
can't  use  that  theater — it'll  never 
work,"  he  says.  "Then  you  put  a  good 
show  in  and  people  come  out." 

Weintraub,  who  joined  the  Air 
Force  right  out  of  high  school,  got  his 
start  in  show  business  during  the  mid- 
Fifties  as — what  else? — an  agent  with 
MCA  in  New  York.  By  1960,  out  on 
Aaron  Rapopon     j^g  owri)  he  Was  personal 

manager  for  the  likes  of 
Jack  Parr,  the  Four  Sea- 
sons and  torch  singer  Jane 
Morgan,  who  became  the 
second  Mrs.  Weintraub  in 
1965.  He  figured  he  was 
doing  all  right,  but  he 
yearned  to  be  rich  and  in- 
dependent. He  took  an  in- 
ventory of  his  talents  and 
found  a  deep  well  of  self- 
confidence.  "I  knew  I 
could  sell  anything — 
soap,  cars,  anything,"  he 
says.  "But  I  also  knew  I 
wanted  to  be  creative." 

For  his  first  project — 
talk  about  creative — 
Weintraub  wanted  Elvis 
Presley.  But  Elvis  hadn't 
been  on  tour  in  four  or  five 
years.  Weintraub  figured 
that  an  Elvis  tour  would 
be  one  of  the  biggest  con- 
cert promotions  of  all 
time.  He  also  figured  Jerry 
Weintraub  should  be  the 
promoter. 

Weintraub  called  Pres- 
ley's   manager,     Colonel 
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Payment  Systems 


©American  Express  Travel  Relared  Services  Company,  lnc .  W84 


To  American  Express:  It  goes  without  saying  that  your  Card  and  all  its  attendant 
utility  is  a  prime  consideration  in  evaluating  corporate  payment  systems.  But  I 
also  have  to  look  at  the  bigger  picture.  How  will  American  Express  improve  my 
cash  flow,  help  control  T&E  expenses,  pinpoint  who's  spending  what  where,  and 
alleviate  my  crazy  quilt  system  of  credit  cards  and  bills?  Demonstrate  those 
discernible  differences  and  maybe  we  can  do  some  business. 
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WHY  GO 
FURTHER? 
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Travel  time  is  wasted  time 
for  a  businessman  on 
vacation. 

So  why  waste  time  and 
money  traveling  to  some 
out  of  the  way  Caribbean 
resort,  when  the  Cayman 
Islands  are  only  an  hour's 
flight  from  Miami  —  less 
than  3  from  Houston. 

The  closest  British  Crown 
Colony  to  the  U.S.  —  in  the 
tranquil  western  Caribbean 
where  the  trade  winds  keep 
you  cool  in  summer  and 
winter  temperature  usually 
averages  82? 

Some  of  the  most 
beautiful  white  sand 
beaches  in  the  world... 
uncrowded,  unspoiled, 
unmarred  by  highrises.  An 
ocean  so  clean  and  clear,  a 
few  yards  from  shore  you 
can  snorkel  over  the  most 
spectacular  reefs  in  the 
Caribbean  and  angel  fish 
will  tickle  your  toes. 

Beautiful  condominium 
apartments  —  ideal  for 
families  and  friends,  may  be 
rented  at  a  modest  cost. 
Oceanside  hotels.  Luxuri- 
ous villas  and  clubs. 

Good  travel  agents  know 
about  the  Cayman  Islands, 
or  write  or  call  for  color 
brochure. 

(305)  444-8551 


CAYMAN  >ST  ISL 
Department  of  Tour 

250  Catalonia  Ave. 
Coral  Cables,  FL  33134 


Profiles 


Tom  Parker,  who  told  him,  politely, 
to  get  lost.  He  kept  calling  at  least 
once  every  business  day.  After  more 
than  a  year  of  that,  Parker  gave  Wein- 
traub  the  nod — if  he  could  come  up 
with  a  $1  million  guarantee  within  24 
hours.  Weintraub  got  on  the  phone 
and,  after  a  5-hour  extension,  came  up 
with  the  money. 

Getting  Elvis  turned  out  to  be  the 
first  hurdle,  not  the  last.  "The  concert 
business  was  all  territories  at  that 
time,"  says  Weintraub.  "One  guy 
'owns'  Philadelphia,  another  'owns' 
Buffalo.  They  said  if  you  try  to  come 
in,  the  police  will  get  you  and  the 
electricians  will  pull  the  plug.  But  I 
had  Elvis  Presley,  so  I  decided,  what 
the  hell  do  I  need  these  other  guys  for? 
I'm  not  afraid  to  scrap  it  out." 

Weintraub  studied  his  competition. 
A  lot  of  acts  didn't  make  as  much  as 
they  should,  he  concluded,  because 
promoters  had  a  way  of  shifting  losses 
on  their  unsuccessful  promotions 
against  the  profits  of  their  winners. 
"They  would  have  a  special  deal  on 
rental  of  facilities,  say,  but  they 
weren't  passing  it  on  to  the  artists," 
says  Weintraub.  "So  I  went  and  did  it 
myself,  and  since  they  made  much 
more,  artists  flocked  to  me."  Once  he 
had  top  artists,  Weintraub  says,  the 
arena  managers  had  no  choice  but  to 
deal  with  him. 

On  his  way  up  Weintraub  stepped 
on  plenty  of  fingers  and  made  his  fair 
share  of  enemies.  Some  promoters 
and  managers  who  had  helped  build 
careers  for  performers  who  switched 
to  Weintraub  complained  bitterly 
that  Weintraub  was  merely  stealing 
the  acts  at  their  peak.  Weintraub  says 
he  never  stole  an  act.  But  he  didn't 
discourage  many  stars  who  sought 
him  out. 

He  has  lost  performers  himself. 
Take  John  Denver.  Weintraub  discov- 
ered him  in  the  late  Sixties,  just  after 
Denver  had  left  the  Chad  Mitchell 
Trio,  and  helped  build  him  into  one  of 
the  Seventies'  most  profitable  pop 
stars.  Denver,  says  Weintraub, 
dumped  him. 

A  former  employee  suggests  Wein- 
traub's  problem  wasn't  with  his  man- 
agement skills:  "Jerry's  a  great  man- 
ager, but  he  has  a  short  attention 
span.  When  he  moves  on  to  whatever 
interests  him  next,  some  perform- 
ers— as  probably  happened  with  Den- 
ver— move  on  as  well." 

Along   with   Weintraub's    opulent 

style      comes      political      power 

gamesmanship.  In  the  midst  of  the 

election  campaign  George  Bush,  his 


no 


Maine  neighbor,  found  time  to  call 
Forbes  and  chat  a  bit  about  his  good 
friend  Jerry,  a  lifelong  Democrat  who 
is  supporting  the  Reagan-Bush  ticket. 
But  Weintraub  also  plays  host  to  Ted- 
dy Kennedy  and  Jesse  Jackson.  He  rev- 
els in  the  fact  that  his  friends  cross  all 
lines.  He  had  a  party  recently  at 
which  George  Bush  could  bump  into 
ultraliberals  like  Norman  Lear,  where 
former  Governor  Jerry  Brown  could  be 
found  trying  to  explain  some  fine 
point  of  Zen  to  a  bemused  Johnny 
Carson,  where  conservative  Republi- 
cans and  liberal  Democrats  could 
mingle  and  agree  on  only  one  thing — 
their  affection  and  respect  for  Jerry 
Weintraub. 

Like  many  young  businessmen  on 
the  make,  Weintraub  has  sought  out, 


Weintraub  harbors  no 
doubts  about  his  ability  to 
make  a  dollar  on  Thalia, 
Muse  of  comedy.  .  .  .  "Since  I 
was  a  kid,  people  have 
told  me  you  can't  do  this  or 
you  can't  use  that 
theater — it'll  never  work. 
Then  you  put  a  good  show 
in  and  people  come  out." 


and  been  received  by,  older  business- 
men with  lessons  to  teach  him.  One 
such  was  the  late  Arthur  M.  Wirtz, 
the  legendary  Chicago  real  estate 
speculator  and  sports  promoter. 
"When  I  made  my  first  deal  with  him, 
after  we  had  negotiated  for  six  or  sev- 
en hours,"  Weintraub  recalls,  "he 
walked  me  next  door  to  his  board- 
room in  the  Chicago  Furniture  Mart, 
which  he  owned.  The  room  was  enor- 
mous. It  had  a  round  table  with  40 
chairs  and  a  leather  top.  He  said,  'We 
have  to  have  this  deal  ratified  by  the 
board  of  directors.'  I  said,  'I  thought 
we  already  had  a  deal.'  He  said,  'Sit 
down.  The  board  will  come  to  order.' 
There  was  nobody  in  the  room  except 
him  and  me  and  38  empty  chairs.  He 
said,  'Any  objections  to  this  deal?  No 
objections?'  Then  he  slaps  the  table 
and  says,  'Confirmed.  Ratified.'  I  said, 
'Who's  your  board?'  He  said,  'I'm  the 
board.  That's  who  your  board  should 
always  be.'  " 

Wirtz'  advice  seems  to  have  stuck. 
Weintraub  hates  to  be  second- 
guessed.  "I  know  people  like  that,"  he 
says,  snapping  his  fingers.  "I  usually 
get  a  gut  feeling,  and  that's  it."  One  of 
Weintraub's  gut  feelings  became  The 
Karate  Kid,  a  sleeper  that  has  grossed 
over  $80  million  in  four  months. 
Weintraub  got  the  idea  for  the  film 
when  he  saw  a  news  report  about  a 
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teenaged  boy  who,  tired  of  being  beat- 
en up  every  day  after  school  by  bul- 
lies, learned  karate  to  protect  himself. 
After  meeting  with  the  boy  and  his 
father,  Weintraub  hired  a  writer  to 
create  a  script.  "I'm  not  interested  in 
star  vehicles,"  Weintraub  says.  "The 
story  should  be  the  star." 

Whether  Weintraub's  instincts  can 
produce  other  hit  films  is  about  to  be 
tested.  Last  spring  he  and  Columbia 
Pictures  agreed  on  a  new,  nonexclu- 
sive three-year  pact  that  gives  the  stu- 
dio right  of  first  refusal  on  all  his 
movie  projects.  The  studio  has  al- 
ready told  Weintraub  to  produce  a  se- 
quel to  The  Karate  Kid  for  release  next 
year.  Columbia  Pictures  President 
Guy  McElwaine  has  encouraged 
Weintraub  to  make  the  switch  from 
producer  to  director.  Weintraub,  as- 
serts McElwaine,  "has  a  superb  in- 
stinct for  what  the  public  will  like.  He 
is  unabashedly  sentimental,  and  it 
shows  in  his  work." 

Meanwhile,  Weintraub  is  also  wax- 
ing his  friendship  with  Armand  Ham- 
mer, the  octogenarian  autocrat  at  Oc- 
cidental Petroleum.  The  two  met  af- 
ter an  Armand  Hammer  Productions 
executive  asked  Weintraub  to  pro- 
duce a  TV  special  about  a  Soviet  cul- 
tural visit.  Weintraub  replied  he 
wouldn't  be  interested  in  a  one-time 
deal,  but  that  he  might  consider  an 
exclusive  relationship  for  all  Soviet- 
U.S.  cultural  exchanges  Hammer 
called  within  15  minutes  and  sum- 
moned Weintraub  to  his  office.  "We 
were  instant  friends,"  says  Wein- 
traub. "We  called  our  lawyers,  who 
happened  to  be  the  same  lawyer,  and 
told  him  to  draft  an  agreement." 

The  agreement,  which  provides  for 
cultural  exchanges  with  both  the  So- 
viets and  the  Chinese,  has  borne  no 
commercial  fruit  to  date,  but  it  has 
added  Hammer's  name  to  Wein- 
traub's list  of  influential  friends  and 
contacts.  Weintraub  believes  the 
Hammer  deal  will  eventually  pay  off 
if  U.S. -Soviet  relations  thaw.  Mean- 
while, he  is  developing  a  television 
miniseries  on  Hammer's  life. 

So  Jerry  Weintraub  has  it  made.  He 
watches  his  investments  in  IBM  and 
MCA,  his  southern  California  and 
Texas  apartment  buildings,  his  tax- 
exempt  bonds.  His  material  needs 
met,  Weintraub  can  now  afford  to 
think  more  about  the  muses.  "I  could 
pick  up  a  telephone  and  tell  my  attor- 
neys I'm  going  to  have  a  suite  [at  a 
certain  hotel  during  the  Cannes  film 
festival],"  he  says  loftily.  "I'll  sit  there 
with  a  suitcase  and  people  will  come 
and  throw  money  into  it.  But  that's 
not  making  movies,  that's  making 
deals.  I  want  to  make  films."  ■ 
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n  step  at  The  Hotel  Meridien,  Boston. 


THE  WRIGHT  STYLE 

Successful  men  are  choosing  the  classic  approach.  Our  Cordwainer®  Calf  tassel 
slip-on.  In  classic  tones  of  black,  cordovan  or  burnished  brown.  And  always  Wright. 
In  sizes  to  14,  AAA-EEE. 

For  free  color  catalogue  and  store  locations,  write:  E.T.  Wright  &  Co. ,  Rockland, 
MA  02370.  a  call  toll-free:  800-343-1080. 


Wright  Shoes 


We've  been  Wright  for  more  than  100  years. 


Traders  in  world  markets 
for  over  a  century 


Market  Access 

through 

Countertrade 

Metallgesellschaft  Services  Inc.  - 
Leaders  in  countertrade  and  barter  services 
for  corporations  and  governments 
around  the  world 


METALLGESELLSCHAFT  SERVICES  INC.  REGIONAL  HEADQUARTERS: 
New  York:  520,  Madison  Avenue,  NY  10022,  Telephone  (212)  715-5210 
London:  Three  Quays,  Tower  Hill,  London  EC3R  6DS,  Tel.  (1)  626-4221 
Hongkong:  2901  Edinburgh  Tower,  The  Landmark,  Telephone  (5)  213  631 

MEMBER  OF  THE  METALLGESELLSCHAFT  GROUP 
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THE  WAY  WE  LOOK 
AT  THE  MARKET. 


We've  looked  at  it 
this  way  since  June  25. 

And  even  after  the 
recent  action  in  the 
Dow,  we  still  see  the 
market  this  way. 

The  optimistic  view 
of  an  aggressive  entre- 
preneur? 

Maybe.  But  before 
you  dismiss  it  as  just 
that,  you  may  first  want 
to  review  the  record  of 
Drexel  Burnham 
research. 

In  August  of  1982, 
with  the  Dow  at  803, 
we  said,  "The  sense  of 
depression  is  clouding 
the  fact  that  the  worst 
may  be  over." 

And  it  was. 

In  August,  the  Dow 
began  what  was  to  be- 
come a  500 -point  surge 


running  well  through 
December  of  1983. 

Still,  in  August  of  that 
year,  we  looked  the  bulls 
in  the  eye  and  issued  a 
warning. 

"The  bull  market  is 
not  over... but  is  vulner- 
able to  a  meaningful 
correction." 

And  in  January,  the 
market  began  its  year 
of  correction. 

Which  brings  us  back 
to  the  present. 

As  we  see  it,  the  cor- 
rection is  nearly  com- 
plete.The  latest  rise  in 
the  Dow  has  merely  cor- 
rected the  correction. 

Bond  prices,  and  there- 
fore stock  prices,  are  still 
discounted  by  the  expec- 
ted bad  news  of  double 
digit  inflation, huge  deficits 


and  foreign  loan  defaults. 

The  possibility  of 
events  being  worse  than 
expected  is  not  great. 

The  probability  of 
their  being  better  than 
expected  is  high. 

Which  is  why  de- 
spite hedging  by  others, 
the  analysts  of  Drexel 
Burnham  recommend 
putting  all  cash  re- 
serves to  work  in  stocks 
and  bonds. 

Of  course,  such  a  po- 
sition takes  more  work 
on  the  part  of  research. 

However,  as  history 
has  shown,  the  rewards 
go  not  to  those  who 
think  like  others. 

But  to  those  who 
think  ahead  of  others. 
In  time  to  fill  their 
own  cup. 


Drexel  Burnham 

Drexel  Burnham  Lambert  Incorporated 


The  Up  &  Comers 


Hang  tough — and  dont  be  original. 
That's  how  Mentor  Corp.  's  Chris  Conway 
has  made  it  big  in  the  very  competitive 
medical  products  business. 

Nice  guys 
finish  last 


By  Barbara  Rudolph 


You've  heard  the  tale  before. 
Someone  is  tinkering  in  his  ga- 
rage or  his  lab  when  he  stum- 
bles upon  a  moneymaking  scheme. 
He  scrounges  a  few  bucks  from 
friends  and  starts  a  busi- 
ness. Then  he  makes  a 
critical  mistake.  But  he 
learns  from  his  error.  Soon 
he's  running  a  hot  growth 
company,  counting  his 
millions,  driving  a 
Porsche. 

Chris  Conway,  the 
smooth-talking  founder 
and  chairman  of  Mentor 
Corp.,  a  Minneapolis- 
based  medical  products 
firm,  would  have  you  be- 
lieve that  his  rise  was  just 
that  smooth.  But  the  en- 
trepreneur's life  is  full  of 
bumps.  Despite  the  image 
he  likes  to  project,  Con- 
way has  succeeded  by 
stepping  on  toes,  alienat- 
ing bis  friends  and  suing 
his  competitors. 

The  boyish-looking  ex- 
ecutive, now  46,  began  his 
climb  as  a  research  fellow 
in  neurology  at  the  Uni- 
versity of  Minnesota   in 
1965.  Conway,  who  still 
has  his  granny  glasses  and  psychedel- 
ic ties,  was  predictably  antibusiness. 
"The  idea  of  working  for  a  company 
was  abhom  ,r  \>.  recalls. 

Now  Mentor— winch  grew  out  of 
Conway's  first  invention-  -sells  dis- 
posable catheters,  ele<  nerve 
stimulators  and  j  plants.  In 
the  fiscal  year  that  ended  in  March, 


earnings  hit  $1  million,  on  revenues 
of  $9  million.  Mentor  shares  rose 
from  2  in  1981  to  nearly  18  last  year. 
At  its  recent  price  of  133/4,  Conway's 
5%  stake  is  worth  $3.8  million. 

But  back,  for  a  moment,  to  the  story 
as  Conway  likes  to  tell  it.  In  1969  he 


Mentor  Corp.  's  Chris  Conway 

Lawsuits  that  read  like  Harold  Robbins. 


and  Gene  Glover,  his  friend  and  labo- 
ratory co-worker,  developed  a  pace- 
makerlike device  for  bladder  control. 
They  talked  about  starting  a  com- 
pany, not  to  get  rich,  but  to  become 
independent.  Conway  brought  in  his 
next-door  neighbor  Tom  Hauser,  a 
Honev  11  marketing  man.  A  fourth 
partner,  C  raid  Timm,  then  an  assis- 


tant professor  of  neurology,  came  on  a 
few  months  later. 

Conway's  father  was  a  bricklayer, 
and  he  had  no  family  money.  But  the 
antibusiness  Sixties  on  campus  were 
the  go-go  Sixties  in  the  stock  market, 
and  Conway  caught  on  fast.  After  be- 
ing turned  down  by  Piper  Jaffray,  Con- 
way went  to  Jerry  Shapiro,  an  aggres- 
sive local  broker. 

When  Conway  recounts  all  this  to 
financial  analysts  and  reporters,  it 
sounds  like  pure  Horatio  Alger.  Once 
the  money  is  made,  the  living  is  easy. 
But  reality  proved  more  complicated. 
In  mid- 1971,  for  example,  Conway 
sued  Gerald  Timm  for  breach  of  con- 
tract. The  former  partners  eventually 
settled  out  of  court,  and  today  Timm 
competes  with  Mentor  in  the  penile 
implant  market.  "I  hear  that  Conway 
has  changed  over  the  years,  but  when 
I  knew  him,  he  could  be  amoral," 
says  Timm. 

"I  sued  him  for  disloyalty,"  says 
Conway  with  a  shrug.  He  would  rath- 
er continue  the  success  story,  this 
time  recounting  how  he  learned  a  vi- 
tal lesson  from  a  mistake. 
It  does  no  good  to  build  a 
better  mousetrap,  Con- 
way explains,  if  no  one 
will  buy  it.  Since  Men- 
tor's sales  effort  was 
weak,  the  medical  estab- 
lishment shunned  his 
bladder  pacemaker.  So, 
Conway  changed  strategy. 
Instead  of  pioneering,  he 
now  aims  to  pursue  older 
markets,  where  Mentor 
can  offer  innovation  at 
higher  prices. 

This  meant  new  prod- 
ucts— and  more  money. 
Mentor  raised  another 
$300,000  through  private 
placements,  and  Conway 
started  making  disposable 
catheters  in  1975.  His  de- 
vice featured  a  lining  that 
made  it  less  likely  to 
tighten  around  the  skin, 
and  sales  took  off.  Last 
year  disposable  catheters 
kicked    in    over    half    of 

Mentor's     revenues     and 

about  half  of  its  profits.  Even  though 
Chesebrough-Pond's  dominates  the 
market,  Conway  has  found  a  comfort- 
able niche. 

Soon  after  developing  his  catheter, 
Conway  started  work  on  his  newest 
product.  Mentor  began  to  offer  penile 
implants  to  treat  impotence  caused 
by  such  conditions  as  severe  diabetes. 
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Total  sales  in  this  market  are  now 
perhaps  $25  million  annually.  Most 
implants  involve  minor  surgery,  in 
which  a  silicon  rod  is  implanted 
through  an  incision  in  the  penis.  Con- 
way claims  that  such  products,  which 
cost  an  average  of  $900,  can  produce  a 
permanent  erection. 

Mentor  sells  inflatable  implants, 
which  cost  a  lot  more  and  account  for 
only  30%  of  the  market.  Inserting 
them  requires  a  two-hour  operation  in 
which  a  hydraulic  pump  is  injected 
into  the  scrotum,  a  sac  is  placed  near 
the  bladder  and  two  cylinders  are  im- 
planted within  the  penis.  The  patient 
squeezes  the  pump  to  create  an  erec- 
tion. Total  cost:  up  to  $10,000,  plus 
$2,200  for  the  device  alone. 

This  was  just  the  product  for  a  hot 
stock  market.  In  December  1982  Wil- 
liam Blair  raised  $5  million  for  Men- 
tor—with $290,000  going  to  Con- 
way— in  an  equity  offering.  The  fol- 
lowing April  the  Food  &  Drug 
Administration  approved  the  com- 
pany's implant.  Another  example  of 
Conway's  strategy:  Inflatable  im- 
plants have  been  available  for  ten 
years;  Mentor  used  its  "bioflex"  poly- 
urethane  instead  of  silicon,  another 
small  innovation. 

Selling  penile  implants,  however, 
is  a  very  competitive  business — 
probably  much  like  the  market  for 
heart  pacemakers.  Convincing  a  doc- 
tor to  use  a  particular  company's 
product  can  bring  a  salesman  some 
fat  commissions. 

Again,  for  Conway,  success  won't 
come  without  a  fight.  He  faces  formi- 
dable competition  in  rival  AMS,  a  pri- 
vate Minneapolis  firm.  Consider:  F. 
Brantley  Scott  is  a  respected  Houston 
urologist  and  a  leading  advocate  of  an 
implant  made  by  Mentor's  rival  AMS. 
Scott  has  a  substantial  investment  in 
AMS  stock. 

Indeed,  there  is  litigation  between 
AMS  and  Mentor,  which  is  slated  for 
trial  in  February,  that  reads  like  the 
corporate  equivalent  of  Harold  Rob- 
bins.  The  litigation  involves  whether 
Mentor  has  infringed  AMS  patents, 
but  there  is  also  an  issue  of  industrial 
espionage. 

In  August  1982,  for  example,  Men- 
tor was  working  on  its  new  penile 
implant.  A  garbage  collector  who 
claimed  to  be  an  occupational  health 
and  safety  inspector  stole  the  com- 
pany's trash.  But  Conway,  who  hired 
a  private  detective  to  investigate, 
claims  the  man  was  an  AMS  spy. 

Legal  battles,  however,  aren't  Con- 
way's major  worry.  In  March  Mentor 
made  an  acquisition  that  will  triple 
sales.  Conway  paid  $15  million  for 
part  of  the  Heyer-Schulte  division  of 


American  Hospital  Supply  Corp. 

The  fit  could  be  nice,  since  Heyer- 
Schulte  makes  breast  prostheses  and 
urological  products.  But  how  will 
Mentor  digest  such  a  large  company? 
Conway  offers  few  particulars, 
though  he  is  planning  on  an  odd  man- 
agement split.  Mentor  will  operate  in 
Santa  Barbara,  where  Heyer-Schulte 
was  based,  and  in  Minneapolis. 

But  Conway  tends  to  dismiss  tough 
questions.  He'd  rather  talk  about  en- 
trepreneurship  and  synergy.  He's  also 
unflappable.  Mentor's  proxy  material, 
for  example,  reports  that  a  company 
owned  by  his  brother  receives  $1  mil- 


lion annually  as  sole  supplier  of  dis- 
posable catheters.  The  basis  for  such  a 
blatant  case  of  nepotism?  "My  moth- 
er would  kill  me,"  Conway  says  with 
a  laugh.  "We  just  don't  have  another 
source." 

Will  such  flip  repartee  continue  to 
please  Wall  Street?  Mentor  has  al- 
ready told  shareholders  that  earnings 
will  decline  in  the  second  quarter. 
Investors,  Conway  knows  well,  can 
abandon  small  growth  companies  in  a 
flash.  And  with  a  multiple  of  65,  Men- 
tor has  plenty  of  room  to  disappoint. 

Conway,  however,  isn't  about  to  go 
down  without  a  fight. 


Larry  Doskocil  used  to  be  a  struggling  sausagemaker. 
But  now  he's  doing  business  with  the  Bass  brothers. 


On  top  of  the  pizza 


Back  in  1961  Larry  Doskocil,  a  for- 
mer Army  cook,  was  running  a 
tiny  meat  company  in  Kansas.  His 
ambition  was  to  become  big  in  brand- 
name  sausage.  But  breakfast  habits 
change  slowly,  and  Doskocil  figured 
it  would  probably  take  a  generation  to 
build  his  business. 

Then  in  1963  Doskocil  stopped  for  a 
meal  in  a  new  local  restaurant,  the 
local  Pizza  Hut  outlet.  He  noticed  the 
owner  making  his  ingredients  from 
fresh  meat.  All  of  this  work,  the  fel- 
low griped,  was  keeping  him  off  the 
softball  field. 

So  Doskocil  offered  to  cook  a  batch. 
Then  he  started  telephoning  other 
pizza  franchisees.  Wouldn't  they  rath- 
er buy  prepared  meat  from  him  in- 
stead of  laboring  over  a  hot  stove?  The 
response  was  immediate — and  it  soon 
made  Doskocil  rich. 

Today  his  Doskocil  Cos.  Inc.  makes 
70%  of  the  precooked  processed  beef 
and  pork  toppings  used  by  national 
pizza  restaurant  chains.  That  means 
sales  of  roughly  $110  million  and  af- 
tertax profits  of  perhaps  $7.6  million. 
"We  have  a  neat  little  niche  here," 
says  the  topping  king  modestly. 
"We're  very  happy." 

Doskocil  won  big  customers  like 
Pizza  Hut,  Godfather's  Pizza,  Dom- 
ino's Pizza  and  ShowBiz  Pizza,  and 
his  juicy  17%  annual  growth  rate 
nearly  matches  that  of  franchised 
pizza  outlets. 

From  the  beginning  Doskocil  has 
innovated.  First  there  was  crumbly 
topping,  then  seven  sizes  of  chunky- 
style — which  makes  deep-dish  pizza 
possible.  "They  make  an  excellent 
product,  and  they're  doing  it  a  lot 
cheaper  than  we  could,"  says  a 
spokesman  for  Hormel,  which  tried 


Rob  Johns 


Doskocil  in  his  plant 

A  niche  that's  in  the  sauce. 

unsuccessfully  to  challenge  Doskocil 
a  few  years  back. 

You  don't  become  big  in  an  indus- 
try that  is  swarming  with  giants  by 
attracting  attention.  That's  why  Dos- 
kocil rarely  allows  visitors  inside  his 
plant.  Until  truckers  complained  re- 
cently, there  wasn't  even  a  sign  iden- 
tifying his  65-acre  complex,  about  40 
miles  northwest  of  Wichita.  Still, 
Doskocil  is  probably  the  richest  man 
around:  His  30%  of  over-the-counter- 
traded  Doskocil  Cos.  is  worth  $31 
million. 

Doskocil  worked  his  way  through 
Bethany  Nazarene  College  in  Beth- 
any, Okla.  (Gary  Hartpence  was  a 
schoolmate)  at  the  meat  department 
of  a  Safeway  supermarket.  At  the 
time,  a  whole-hog  sausage  sold  under 
the  J.C.  Potter  brand  was  popular  in 
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1985  Chrysler  LeBarons  are  the  first  series  of  cars  ti 
combine  luxury,  six-passenger  room,  front-whea 
drive— and  the  option  of  turbocharging  to  give  yol 
the  power  of  a  V-8  with  the  fuel  efficiency  of  ' 
4-cylinder  engine.  j 

And  because  this  is  Chrysler  engineering  at  il 
best,  you  enjoy  the  reassurance  of  protection.  You* 

;s.  Excludes  fleet  leases.  Dealer  has  details      Use  these  EPA  ests  to  comp 
for  '82  and  '83  models  designed  and  built  in  North  • 


? . 


... 


3wer  of  a  V-8  with  the  efficiency  of  a  4  cylinder. 


igine,  your  drivetrain  and  even  your  turbo  are 
acked  by  Chrysler's  5-year  or  50,000-mile  Protection 

,  while  outer  body  rust-through  is  covered  for 
ie  same  period. 

Naturally,  the  many  comforts  and  conveniences 
r  which  the  Chrysler  LeBarons  have  always  been 
lown  are  still  standard,  and  Mark  Cross  leather  is 


available  as  the  final  luxury. 

All  cars  transport  you.  But  the  unique  Chrysler 
LeBaron  Series  moves  you— like  no  other  r~TT~ 
cars  in  America,  Europe  or  Japan.  Buckle  up    vSgf 
for  safety.  2 3  hwy  m  mpg-  ■  [201  city est  mpg--  \2M 

Chrysler 

Chrysler.  Best  built  best  backed  American  cars/.+ 


ial  mpg  will  vary  with  options,  driving  conditions  &  habits  and  vehicle  condition  CA  ests  lower  tLowest  percent  of  NHTSA  safety  recalls 
b.nked  based  on  warranty  comparison  of  competitive  vehicles. 
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The  Up  &  Comers 


Oklahoma.  "So  I  decided  that  I  was 
going  to  become  the  J.C.  Potter  of 
Kansas,"  he  recalls. 

In  1961  Doskocil  leased  an  old 
chicken  hatchery  and  kept  a  grueling 
schedule  to  build  his  Country  Cousin 
brand.  Up  at  5:30  a.m.,  he  made  sau- 
sage until  noon,  loaded  it  on  his  truck 
and  sold  it  until  dark.  He  slaughtered 
hogs  until  midnight  and  for  the  entire 
first  year  slept  at  the  plant. 

Doskocil  also  managed  to  grow 
without  unions,  which  makes  him 
unusual  in  the  meat  business.  He  pays 
his  workers  nearly  as  much  as  Hor- 
mel,  but  with  no  labor  contracts  Dos- 
kocil enjoys  greater  flexibility.  He  is 
also  big  on  vertical  integration,  even 
designing  and  building  his  own  auto- 
mated equipment.  "We  buy  stainless 
steel  sheet  by  the  truckload,"  he  says, 
showing  a  visitor  through  the  ma- 
chine shop. 

The  latest  Doskocil  production 
line,  for  example,  cooks  over  10,000 
pounds  of  chunky-style  meat  an 
hour — using  60%  less  natural  gas 
than  earlier  versions.  But  fuel  costs 
aren't  a  big  problem.  Doskocil  also 
owns  a  natural  gas  transmission  com- 
pany and  two  wells.  He  stops  integra- 
tion only  at  the  thought  of  raising 
cattle  and  hogs.  "That  is  a  commodity 
operation,"  he  says.  "It  doesn't  add 
much  value." 

The  old  sausagemaker  knows  fi- 
nance, too.  Last  year  Doskocil  went 
public,  in  an  unusual  way.  When  he 
turned  down  a  $71  million  acquisi- 
tion offer  from  IC  industries'  Pet  Inc., 


a  friend  of  his  chief  financial  officer 
got  him  in  to  see  the  wealthy  Bass 
brothers  for  advice. 

They  arranged  for  Aeicor,  a  shell 
company  in  which  they  had  a  major 
investment,  to  purchase  Doskocil's 
business  for  $64  million  in  cash,  notes 
and  stock.  The  advantage  to  Doskocil, 
besides  remaining  independent  and 
picking  up  some  powerful  partners,  is 
the  use  of  Aeicor's  $67  million  worth 
of  tempting  tax-loss  carryforwards. 
The  Basses  did  well,  too:  Their  origi- 
nal $260,000  investment  in  Aeicor 
preferred  shares  became  11.5%  of 
Doskocil  common,  worth  more  than 
$11  million. 


Doskocil,  who  is  53,  claims  to  be 
searching  for  a  new  chief  executive. 
"We're  past  the  entrepreneurial  stage, 
and  I  don't  want  to  run  a  $1  billion 
company,"  he  says.  That's  what  he 
says,  but  Larry  Doskocil  is  still  the 
boss,  and  the  boss  doesn't  let  up. 

The  shelves  in  Doskocil's  office,  for 
example,  are  filled  with  cookbooks. 
He  wants  to  be  prepared  when  the 
demand  for  pizza  stops  growing,  and 
he  is  exploring  everything  from  fast- 
food  Mexican  restaurants  and  soups 
to  pancake  toppings  and  Swedish 
meatballs.  "We're  thinking  deeper 
than  chunk  and  crumble,"  Doskocil 
concludes.— Robert  H.  Bork  Jr." 


Packing  frozen  pizza  topping  on  Doskocil's  line 

"They're  doing  things  a  lot  cheaper  than  we  could,"  says  rival  Hormel. 

I 

!    4j 

L'             ^ 

'4 

L        > 

f* 

4 

V              \^ 

*        . 

^L           Sfttm 

<  1 

W  J 

'       ■ 

y^ 

* 

^4, 

**L 

11 

i  '(L.  ^ 

~ 

II 

_— 

T 

With  hard  work  and  a  sewing  machine, 
Tom  and  Donna  take  on  the  world. 

Seventh  Avenue  dreaming 


Even  today  Mary  Giza  remembers 
how  startled  she  was  after  meet- 
ing 26-year-old  designer  Donna  Ricco 
and  her  partner  Thomas  Puis,  32. 
"They  were  so  fresh  and  open,  not  at 
all  your  garment  stereotype,"  says 
Giza,  an  experienced  dress  buyer  for 
Bonwit  Teller  in  New  York.  "You 
wanted  them  to  succeed  because  they 
were  so  different.  They  had  a  dream." 
The  dream  on  Seventh  Avenue 
hasn't  changed  over  the  years.  Put 
together  a  sewing  machine,  a  little 
money  and  enough  talent,  and  con- 
glomerates can  result.  Remember, 
just  16  years  ago  Calvin  Klein  started 
with  $10,000.  Today,  his  company 
and  its  licensees  have  retail  sales  of 


over  $1  billion  a  year.  Tom  and  Donna 
have  only  $1  billion  to  go. 

Tom  and  Donna  came  to  New  York 
in  late  1982.  He  was  a  therapist  with 
the  public  defender's  office  in  Mil- 
waukee; she  was  a  recent  graduate  of 
Mount  Mary,  a  liberal  arts  college  in 
Milwaukee  with  a  fashion  design  de- 
partment. Neither  had  worked  on 
Seventh  Avenue.  But  Donna  won  sec- 
ond place  in  a  prestigious  national 
design  contest,  and  during  a  trip  to 
New  York  to  accept  her  award  she 
met  with  top  firms  such  as  Halston 
and  Anne  Klein.  Everyone  said  she 
should  move  to  Manhattan. 

So  she  did,  renting  a  studio  apart- 
ment in  Greenwich  Village  that  she 


still  shares  with  Tom.  Donna  also  de- 
cided to  open  her  own  company  rather 
than  work  as  an  assistant.  Tom,  eager 
for  a  career  change,  supported  her  de- 
cision. He  liked  the  idea  of  learning  a 
new  trade  and  began  visiting  garment 
companies  and  studying  industry  re- 
ports. Their  first  break  came  from  a 
fellow  designer. 

"Pauline  Trigere  looked  through 
ray  portfolio  and  said  she  was  inter- 
ested in  two  coats  I'd  sketched,"  Don- 
na remembers.  "She  asked  me  to 
make  muslins  for  them — actual  gar- 
ments cut  from  inexpensive  cotton 
fabric  that  can  be  taken  apart  and  used 
for  patternmaking." 

Donna  earned  $425  and  learned  a 
lesson.  "I  realized  that  I  ought  to  use 
my  own  label,  get  the  credit  myself 
and  make  some  money."  Donna 
claims  those  two  coats,  with  minor 
adaptations,  later  showed  up  in  Tri- 
gere's  next  collection.  Trigere  says 
otherwise. 
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"ZIP+4  codes 
will  save 
Pacific  Gas& 
Electric  Company 

$200,000  this  year." 


DON  BANKARD.  PROCESSING  SECTION  SUPERVISOR.  PG&E 


r 


MAIL  THIS  COUPON  TO  SEE  HOW  YOUR  COMPANY  CAN  SAVE,  TOO. 


"I 


PG&E  was  one  of  the  first  companies 
to  convert  to  ZIP+4  codes— the  Postal 
Service's  9-digit  system  for  First-Class 
Mail?  Now  its  once-a-month  mailing  to  4 
million  customers  is  made  at  considera- 
ble savings.  "About  $18,000  a  month," 
Mr.  Bankard  explained,  "is  purely  ZIP+4 
savings.  That's  on  top  of  our  Presort 
savings." 

As  for  the  conversion,  "we  contracted 
it  out.  And  got  it  done  for  less  than  ex- 
pected. All  the  conversion  costs  will  be 
paid  back  in  only  3  months." 

Find  out  how  the  ZIP+4  program  can 
work  for  you.  Complete  this  coupon.  For 
immediate  assistance  or  the  number  of  a 
local  postal  customer  service  repre- 
sentative, call  1  800  842-9000,  ext.  349. 


Please  check  your  line  of  business: 
D  Insurance,  D  Banking,  D  Manufacturing, 
D  Securities,  D  Utilities,  u  Education, 

□  Retail,  □  Government,  □  Publishing, 
D  Service  Company,  D  Other.  And  check 
your  yearly  First-Class  Mail  volume: 

□  Up  to  10,000,  D  10,001-50,000,  □  50,001- 
100,000,  D  100,001-1,000,000,  □  1,000,000+ 

U.S.  Postal  Service,  Regular  Mail  Services 

P  O  Box  2999 

Washington,  D.C.  20013-2999 

Name 


Title. 


.Company, 


Address. 

City 

State 


ZIP. 
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ADDRESSING  TOMORROW  TODAY. 
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The  Up  &  Comers 


Donna  Ricco,  Inc.  opened  in  April 
1983  with  equity  capital  of  $5,000— 
Tom  and  Donna's  combined  life  sav- 
ings. The  timing  wasn't  good.  Then  as 
now,  imports  were  hurting  the  indus- 
try and  interest  rates  were  high.  But 
the  payoff  can  be  big.  A  dress  that 
costs  $14  to  sew,  $6  for  fabric  and  $5 
for  shipping  and  overhead,  sells 
wholesale  for  $50.  That  means  gross 
manufacturer's  markups  of  100%. 

In  their  first  year  Tom  and  Donna 
generated  $50,000  in  sales,  earning 
gross  profits  of  $25,000.  But  high  fixed 
costs  mean  they  are  barely  breaking 
even.  To  keep  expenses  down,  Tom 
cuts  the  fabric.  Donna  makes  her  own 
patterns  and  samples.  There  are  no 
employees;  Tom  and  Donna  work  14- 
hour  days.  They  pay  themselves  only 
$50  per  week  each  plus  their  $676 
monthly  apartment  rent. 

Donna's  dresses  retail  for  up  to 
$225  and  appeal  to  customers  inter- 
ested in  the  last  word  rather  than  the 
tried  and  true.  But  the  line  began  with 
an  unusual  handicap.  Donna  couldn't 
afford  flashy  fabrics,  where  the  mini- 
mum order  is  500  yards.  Instead,  she 


used  piece  goods  in  red,  white  and 
black.  "Suppliers  always  have  those 
colors  in  stock,"  says  Donna.  The  first 
sale,  totaling  $400,  came  from  Henri 
Bendel,  a  New  York  specialty  store 
that  holds  an  open  house  every  Friday 
to  review  new  designers.  Then  came  a 
$5,000  order  from  Lord  &  Taylor. 
Then,  says  Tom,  came  the  mistakes. 

Like  most  apparel  houses,  Tom  and 
Donna  don't  do  their  own  production 
sewing.  Instead,  they  send  out  work 
to  small  Manhattan-based  contractors 
whose  rates  are  determined  by  quanti- 
ty and  complexity  of  the  task.  Donna 
didn't  know  that  directions  had  to  be 
exact,  and  an  early  batch  of  dresses 
came  back  with  shoulder  pads  that 
made  women  look  like  Quasimodos. 

Later,  Tom  hit  marketing  snags. 
First  there  was  the  embarrassment  of 
recommending  a  hot  seller  to  his  best 
buyer,  only  to  see  that  dress  die  on  the 
racks.  More  recently,  he  realized  that 
everybody  was  making  fall  dresses 
from  Donna's  favorite  fabric,  wool  jer- 
sey. This  meant  lots  of  low-price  com- 
petition, and  fewer  orders. 

As  orders  rolled  in  last  year,  Tom 
and  Donna  raised  $17,500  from  four 
friends  and  relatives.  The  money 
went  fast.   First,   they  moved  their 


company  into  a  1,500-square-foot  loft 
on  Seventh  Avenue,  paying  about 
$1,600  a  month  in  rent,  telephones 
and  utilities.  Next  came  a  $350  sew- 
ing machine.  Even  the  printed  dress 
labels  cost  $450  per  thousand.  Soon 
Tom  was  shopping  for  office  equip- 
ment at  bankruptcy  auctions. 

Earlier  this  year,  Tom  and  Donna 
needed  more  capital.  For  financial  ad- 
vice they  went  to  a  law  firm,  which 
drew  up  a  four-page  private  placement 
memorandum.  This  cost  $1,500. 
They  sent  the  document  to  about  25 
potential  investors — professional  ac- 
quaintances from  the  Midwest  as  well 
as  friends  and  family. 

Tom  and  Donna  raised  only 
$45,000  that  way,  but  more  share- 
holders forced  them  to  formalize 
ownership  positions.  The  four  initial 
investors  got  4.5%  of  the  company's 
stock  for  each  $10,000,  a  7.9%  stake. 
Latecomers,  at  less  risk,  got  a  3.75% 
interest  for  each  $10,000,  a  total  of 
16.9%.  "We've  sold  just  about  25%  of 
our  company  for  $62,500,  but  we've 
still  got  control,"  says  Tom. 

Thin  capitalization?  Of  course.  But 
that's  normal  in  the  apparel  industry. 
Look  at  things  another  way.  A  savvy 
garment    center    manufacturer    can 


Thomas  Puis  and  Don? ta  Ricco  in  then  garment  district  shouroom 
Only  $1  billion  between  them  and.  Calvin  Klein. 
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BEFORE  YOU  MAIL 
YOUR  NEXT  TAX 
RETURN,  MAIL  THIS. 


Clip  this  coupon  now,  and  you  could  clip  your  income  tax  up  to  25%. 
With  a  new  savings  and  security  program  called  Enterprise  401(k). 
This  simple  program,  available  exclusively  from  Life  of  Virginia,  lets  you 
deduct  and  invest  as  much  as  25%  of  your  taxable  compensation,  up  to 

$30,000  a  year. 

You  pay  no  tax  on  the  amount  you  invest, 
or  on  the  accumulated  earnings,  until  you 
decide  to  withdraw  it.  And  then  in  many 
cases  (see  box),  you  can  withdraw  the 
accumulated  savings  at  a  significantly  lower 
tax  rate  than  you  can  with  an  IRA. 

You  can  put  your  money  into  an  equity 
fund,  a  guaranteed  income  fund,  universal 
life  insurance,  or  all  three.  And  regardless  of 
your  company's  size,  you'll  get  the  expertise  of  three  of  the  nation's  most 
respected  financial  services  institutions. 

Barclay  Associates  administers  the  program  for  you.  Fidelity  Investments 
manages  the  equity  fund.  And  Life  of  Virginia  provides  the  guaranteed  income 
fund  as  well  as  universal  life.  All  of  which  makes  Enterprise  401(k)  less  taxing 
on  your  company  resources  as  well  as  on  your  personal  finances.        X 
So  before  you  send  any  more  money  to  the  government,  M 

send  this  coupon  to  Enterprise  401(k),  6610  West  Broad      .  ipfWhc 
Street,  Richmond,  VA  23230.  f^ni^iiAin 

And  find  out  how  to  withhold  a  little  money  for  yourself.  VI RG I NIA 


ENTERPRISE  401(k) 

vs.  IRA 

Accumulated 
savings  withdrawn 

Income  tax  due 

Amount  you  keep 

Effective  tax  rate 

$100,000 
14,730* 
$  85,270 
14.73% 

$100,000 
34,052* 
$  65,948 
34.05% 

*Based  on  the  most  favorable  lump-sum  averaging 
available  for  a  $100,000  qualified  withdrawal.  The 
income  tax  on  the  IRA  withdrawal  assumes  the 
taxpayer  is  single,  claims  one  exemption,  and  has 
$20,000  of  other  income. 

Name 


.Title 


Company. 


Type  of  Business 

Address 

City 


N  u  m  ber  of  Em ployees . 


.State. 


Zip. 


Phone 


n 


i 


Enterprise  401(k)  is  available  in  New  York  from  Virginia  Life  of  New  York,  1120  Avenue  of  the  Americas,  New  York,  NY  10036.     FB102284 
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The  Up  &  Comers 


turn  his  money  five  times  a  year, 
which  means  Donna  and  Tom  could 
conceivably  support  sales  of 
$200,000.  With  100%  markups,  there 
is  room  for  a  few  mistakes. 

The  odds  against  success  are  stag- 
gering. "A  lot  of  small  designers  aren't 
used  to  dealing  with  a  corporation," 
says  Dee  Slattery,  an  assistant  buyer 
for  Saks  Fifth  Avenue.  "For  example, 


we  give  our  vendors  a  25 -page  manual 
from  our  traffic  department  explain- 
ing how  to  make  deliveries.  You  can't 
call  and  say  you're  going  to  be  late." 
And  the  big  stores,  because  they  often 
buy  in  volume,  insist  on  an  8%  dis- 
count if  they  pay  within  ten  days  of 
the  end  of  the  month. 

Tom  and  Donna  are  also  hiring  pro- 
fessional help.  Tom  used  to  sell  their 
line  himself,  but  buyers  often  refused 
to  return  his  calls.  Now  Jean  Mercier, 
an  experienced  marketer,  offers  Don- 


na's collection  in  her  Seventh  Avenue 
showroom — and  keeps  a  10%  com- 
mission. To  improve  their  cash  flow, 
Tom  and  Donna  signed  a  deal  with 
the  Hilldun  Corp.,  a  factoring  firm.  It 
advances  money  on  the  basis  of  ac- 
counts receivable  and  charges  up  to 
2%  a  month. 

Five  years  from  now,  Tom  and  Don- 
na expect  to  be  doing  $3  million  in 
sales.  The  odds,  of  course,  are  against 
them.  In  the  dress  business,  they  al- 
ways are.— Jeffrey  A.  Tiachtenbeig 


Psych  Systems  used  to  grow  very  fast. 
But  it  fell  apart  even  faster. 

The  incredible  shrinking  company 


Jerry  Moskowitz  was  ecstatic  when 
he  moved  to  Baltimore  in  June 
1983  to  join  Psych  Systems,  Inc.  The 
company,  which  sells  computerized 
systems  for  psychological  testing,  had 
grown  by  1 75%  annually  over  the  past 
two  years  and  had  fans  on  Wall  Street 
(Forbes,  Apr.  25, 1983).  But  Dr.  Jerome 
Coller,  the  man  who  took  PSI  public, 
wanted  more  time  for  his  practice.  So 
he  offered  Moskowitz,  who  was  then 
selling  computer  systems  to  strategic 
planners,  lavish  stock  options  and  the 
chance  to  take  charge. 

Moskowitz  doesn't  feel  ecstatic 
these  days.  Taken  in  is  more  like  it. 
Changes  in  computer  technology 
have  slashed  demand  for  PSI's  prod- 
ucts. The  company  is  near  bankrupt- 
cy, dependent  on  a  merger  for  surviv- 
al. There  is  a  looming  scandal  involv- 
ing inflated  revenue  and  earnings 
reports.  The  officers  who  brought  in 
Moskowitz  are  no  longer  around  to 
help.  Soon  after  recruiting  him,  they 
sold  their  shares  at  a  fat  premium. 

To  understand  this  unusual  col- 
lapse, step  back  to  mid- 1983,  just  after 
Moskowitz  came  to  PSI.  Things  were 
going  so  well  that  the  company  was 
contemplating  a  stock  offering.  In- 
stead, demand  began  to  fall  for  the 
tests  and  other  software  it  sold  as  a 
I  ckag  with  minicomputers  made 
by  Digital  Equipment  Corp.  PSI  was 
vulnerable  because  it  offered  the  pop- 
ular Minnesot  basic  Personal- 
ity Inventory  test  through  a  license 
granted  by  a  c  ; .  >r.  That  agree- 
ment expired  at  the  end  of  1983,  and 
customers  were  worried  that  the  well- 
known  test  might  be  yanked. 

To  make  matters  worse,  the  b 
in  personal  computers  bega 
PSI's  big  DEC  machine,  out.  of  the 
market.  The  company  was  develop- 
ing   software    compatible    with    far 
cheaper  IBM  computers.  But  while 


that  project  was  underway — and  PSI 
absorbed  fat  development  costs — 
sales  slumped.  Why  should  a  psychia- 
trist pay  up  to  $70,000  for  a  minicom- 
puter system  when  he  could  soon  do 
the  same  work  on  a  PC  costing  less 
than  $10,000? 
Earnings   dissolved,    too.   PSI   sur- 


hospitals,  watched  all  this  closely. 
Charter  wanted  to  merge  with  PSI 
because  it  saw  PSI's  troubles  as  fleet- 
ing. Charter  agreed  to  advance  work- 
ing capital  while  completing  the  ac- 
quisition. But  PSI's  three  major  share- 
holders, who  controlled  25%  of  its 
stock,  had  a  recent  history  of  playing 
hard  to  get. 

The  men — Coller,  Jerome  Cardin,  a 
real  estate  lawyer  and  Coller's  boy- 
hood friend,  and  Kenneth  Hansen, 
one  of  PSI's  founders — pushed  for  stiff 
antitakeover  measures  at  the  annual 
meeting    this    May.    They    weren't 


Psych  Systems'  Jerry  Moskowitz  in  his  Baltimore  office 

"A  thriving  growth  concept  in  the  heart  of  a  dinosaur.' 


prised  investors  with  a  loss  of  $1.2 
million  for  the  fiscal  year  ending  in 
November,  and  its  shares,  trading  at 
close  to  18  in  1982,  collapsed  to  2.  No 
more  stock  offering.  No  more  diversi- 
fication into  the  corporate  market — 
even  though  management  had  spent 
heavily  to  develop  new  tests  aimed  at 
personnel  directors.  "I  thought  I  was 
walking  into  a  thriving  growth  com- 
pany," says  Moskowitz.  "What  I 
found  was  a  thriving  growth  concept, 
sitting  in  the  heart  of  a  dinosaur." 

Charter  Medical  Corp.,  a  Georgia- 
based  firm  that  operates  psychiatric 


adopted,  so  when  Charter  offered  $5 
per  share  to  acquire  PSI  in  June,  there 
was  a  special  carrot  to  avoid  opposi- 
tion from  the  three  major  sharehold- 
ers: $3.50  up  front  and  in  cash  if  they 
would  sell. 

Then  came  bookkeeping  problems. 
Charter  found  and  PSI  later  acknowl- 
edged irregularities  in  the  way  PSI 
recognized  leases  as  revenue.  One  offi- 
cial says  the  situation  appears  to  be  "a 
conscious  decision  to  record,  as  sales, 
transactions  that  don't  meet  any  defi- 
nition of  that  word  in  an  accounting 
sense."  This  has  expanded  PSI's  year- 
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Not  Honeywell.  Not  Foxboro. 
Only  Combustion  Engineering 
offers  everything  needed  for  the 
best  process  control  system — 
the  hardware,  the  software,  and 
years  of  experience  in  the  design 
and  construction  of  actual  pro- 
cess and  power  plants. 

Specifically  our  Taylor 
Instrument  people  are  experts  in 
process  measurement  and  digital 
control  systems  and  their  applica- 


©  1984  Combustion  Engineering,  Inc. 


tion.  Our  Jamesbury  operation 
specializes  in  high-performance 
valves  and  actuators.  Impell  is 
expert  in  computer-aided  engi- 
neering and  data  base  manage- 
ment. Our  Process  Analytics 
Group  is  a  world  leader  in  on-line 
analyzers.  While  Combustion 
Engineering  Simeon  offers  the  in- 
dustry computer-independent 
software  that  will  maximize  an  ad- 
vanced process  control  system's 
performance. 

Naturally,  the  more  you  know 
about  process  plants,  the  more 
practical  experience  you  can 


bring  to  engineering  process 
plant  control  systems.  Combustion 
Engineering  has  that  special  ex- 
perience in  depth  because, 
through  Lummus  Crest,  we've 
designed,  constructed  and 
started  up  process  plants  all 
over  the  world. 

In  fact,  if  you're  in  one  of  the 
process  industries,  we  may  well 
have  engineered  yours. 

We  can  do  more.  Supply  or 
procure  capital  equipment,  train 
plant  operators,  provide  mainte- 
nance services — even  operate 
plants.  Write  or  call:  Supervisor  " 
of  Customer  Relations— PCS, 
Combustion  Engineering,  Inc., 
PO.  Box  9308,  Stamford,  CT 
06904,  USA.  (203)  328-7850. 
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Relay  star:  Massive  amounts  of  information  are 
now  routinely  relayed  through  space  with  almost 
unbelievable  speed  and  efficiency  via  TDRS-1, 
vanguard  of  a  new,  more  efficient,  more  secure 
system  for  NASA.  Contel — until  a  few  years 
ago  primarily  a  network  of  regional  phone  sys- 
tems— now  leads  the  way  in  space 


communica- 
tion. Through  its  partnership  in  American 
Satellite  Company,  Contel  serves  many  major  U.S. 
companies  with   private  satellite   systems. 
And  through  its  partnership  in  Spacecom, 
Contel  jointly  owns  and  operates  the  TDRS-1. 
Today,  "space"  is  a  Continental  Telecom  region 
too,  and  one  of  the  healthiest.  From  telephony 
to  satellites.  Architects  of  telecommunication. 
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The  Up  &  Comers 


end  loss  so  far  to  $1.5  million. 

Charter,  which  by  now  had  prom- 
ised to  advance  $540,000  in  working 
capital  to  PSI,  withdrew  the  takeover 
offer.  Later  it  proposed  new  terms, 
with  a  bid  of  $1.50.  This  puts  Coller 
and  his  buddies,  who  have  already 


collected  $3.50— a  total  of  $1.3  mil- 
lion— in  a  difficult  spot.  "The  reduced 
bid  was  as  much  of  a  shock  to  me  as 
anyone  else,"  said  Coller.  "Right  now 
I'm  trying  to  get  back  into  the  practice 
of  medicine."  His  offices  are  on  the 
floor  above  PSI,  but  when  Coller  and 
Moskowitz  meet  in  the  elevator, 
there's  little  small  talk. 
Charter,  which  now  controls  PSI's 


board,  is  considering  its  options.  The 
Georgia  company  has  left  its  bid  on 
the  table  while  PSI  looks  for  a  better 
offer.  Charter  is  also  looking  for  ways 
to  try  to  get  some  of  its  money  back 
from  Coller  and  his  colleagues. 

Moskowitz,  who  became  PSI's 
president  in  December,  is  considering 
his  options,  too.  Right  now  they  don't 
seem  promising.— Jack  Willoughby 


Heldor  s  "Duke"  Ellington  is  old  enough  to  sit  by  the 
pool  and  relax.  Instead,  he  can 't  stop  building  them. 

Splashing  the  competition 


If  you  came  upon  Harold  (Duke) 
Ellington  at  his  swimming  pool  fac- 
tory, you  could  easily  mistake  him  for 
the  janitor.  He  wears  gray  pants  and  a 
short-sleeved  work  shirt.  In  one  pock- 
et is  a  half-empty  box  of  Chiclets. 

Ellington,  who  is  still  husky  at  73, 
used  to  be  a  tackle  for  the  Chicago 
Bears.  His  age  has  long  since  qualified 
him  for  retirement.  Instead,  he  is 
chief  executive  of  Heldor  Industries, 
based  in  Morristown,  N.J ., 
a  company  he  founded. 
With  $98  million  in  rev- 
enues and  earnings  per 
share  of  22  cents,  Heldor 
is  easily  the  dominant  fac- 
tor in  the  $2.5  billion 
swimming  pool  industry. 
It  now  manufactures  one 
out  of  every  four  pool 
packages  sold  in  the  U.S. 

The  key  to  this  success 
lies  mostly  with  Elling- 
ton; his  factory  uniform 
bespeaks  his  approach  to 
business.  Ellington's  of- 
fice is  just  off  the  plant 
floor,  and  the  first  thing 
he  does  after  greeting  a  re- 
porter is  conduct  a  tour. 
Not  surprisingly,  machin- 
ists greet  the  boss  like  one  Ouke  Elling 
of  their  own.  Skimming 

The    kinship    isn't    all 


sive  defense  needs,  presented  an  en- 
trepreneurial opportunity. 

In  1943  Ellington  started  Heldor 
(the  name  comes  from  Ellington's 
first  wife,  Helen,  and  their  best  friend, 
Dorothy)  to  make  electronics  compo- 
nents and  sheet  metal  for  the  Defense 
Early  Warning  program.  By  1962  he 
had  sales  of  a  modest  $2  million  and 
was  still  doing  mostly  government 
work.  As  a  sideline,  however,  Heldor 


ton  cleaning  a  Heldor  pool 

along  with  a  well-priced  product. 


show.  Ellington's  roots  are  firmly 
planted  in  the  working  class.  He  was 
bom  in  rural  Illinois,  and  his  mother 
died  while  he  was  still  an  infant.  El- 
lington was  raised  on  a  dirt  farm  by 
foster  parents  and  learned  early  on 
that  there  would  be  no  one  to  help 
him  off  the  farm  but  himself.  So  at  18 
he  got  a  football  scholarship  to  Indi- 
ana University.  There  he  was  scouted 
by  the  pros,  and  he  wound  up  playing 
for  Chicago  at  $100  per  game. 

Even  in  1930  that  wasn't  much 
money.  So  Ellington  got  a  job  as  an 
industrial  engineer  at  RCA.  He  stayed 
there  until  World  War  II,  with  its  mas- 


was  supplying  steel  panels  to  builders 
of  swimming  pools. 

One  day,  as  Ellington  tells  it,  he 
decided  that  enough  government  was 
enough.  "I  canceled  all  my  defense 
contracts  and  told  the  Pentagon  to 
stick  it,"  he  explains.  From  work  with 
pool  builders,  Ellington  knew  how 
profitable  their  business  could  be.  So 
he  used  his  engineering  training  to 
create  a  new  product:  Instead  of  con- 
crete walls,  which  required  heavy 
construction,  Ellington  devised  an  in- 
ground  pool  made  of  modular  steel 
panels,  with  a  tightly  fitting  vinyl  lin- 
er. The  design  costs  up  to  50%  less 


than  a  concrete  pool  and  is  tough,  as 
well  as  easy  to  build  and  maintain. 

Heldor  pools  are  also  especially  ap- 
pealing in  the  North,  where  cold 
weather  requires  that  concrete  pool 
walls  be  at  least  8  inches  thick.  "Hel- 
dor has  the  best  manufacturing  facili- 
ty in  the  country,"  says  Paul  McCar- 
thy, who  has  been  selling  pools  in 
Southboro,  Mass.  for  two  decades. 
"The  quality  is  excellent,"  adds  Tom 
White,  sales  manager  for  Monarch 
Pools  in  Fairfield,  N.J. 

From  the  start  Ellington  thought  he 
had  a  winner.  But  in  the  beginning,  he 
says,  sales  were  held  back  by  his  dis- 
tribution system.  It  took  him  several 
years  to  realize  that  the  pools  weren't 
moving  because  the  non- 
exclusive dealers  selling 
them  were  also  pushing 
concrete  pools,  which  are 
a  higher-margin  product. 
"They  didn't  understand 
our  vinyl  liner  product, 
and  they  didn't  want  to 
learn,"  Ellington  com- 
plains. 

When  he  understood 
the  problem,  Ellington  de- 
vised a  remedy  that  has 
since  become  a  major  as- 
set: a  national  network  of 
32  warehouses,  with 
branch  managers  who  sell 
only  vinyl  liner  pools.  The 
nearest  competitor  has 
seven  warehouses. 

Next  came  a  service 
center  in  Connecticut,  as 
backup  for  the  dealers  and 

branch  managers.  As  word 

spread  that  Ellington  had  a  unique 
product  of  high  quality,  and  the  ser- 
vice to  back  it  up,  sales  began  to  take 
off.  Revenues  rose  from  $10  million  in 
1976  to  $26  million  in  1979,  and  to 
$54  million  only  two  years  later. 

Lured  by  the  promise  of  an  ever- 
larger  distribution  system,  Ellington 
decided  to  make  a  major  acquisition. 
In  1982  he  paid  $10  million  for 
Airwick  Pool  Products,  a  division  of 
Ciba-Geigy  that  was  mostly  in  the 
business  of  distributing  supplies 
such  as  pool  ladders,  pumps  and 
chemicals. 
Almost  immediately,  however,  El- 
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Expanding  or  relocating? 


ANNOUNCING  CONRAIL'S 
3-POINT  SITE  SELECTION 

GUARANTEE 


Now  you  can  take  the  risk  out  of  site  selection  or  expansion  with  Conrad's 
3-point  guarantee  that  includes  assistance  in  capital  financing,  delivery- 
as-promised,  and  multi-year  rate  and  service 
commitments 

I  ever  before  has  the  Northeast-Midwest  region  been 
so  attractive  for  manufacturing  and  distribution.  You 

I  already  know  it  contains  the  country's  largest  concen- 
tration of  industrial  capacity,  and  industrial  and  consumer 
markets.  But  did  you  know  the 
Northeast-Midwest  has  an  excep- 
tionally high  proportion  of  skilled, 
educated  workers? 

Now  Conrail  will  make  this 
territory  even  more  attractive  to 
you,  because  we  want  your  busi- 
ness. Our  Regional  Market  De- 
velopment Team  is  ready  to  roll 
up  its  sleeves  to  help  you  build  your 
business  with  these  three  ironclad 
guarantees: 


1 


Guaranteed  assistance 
in  capital  financing  for 
rail  access 


Conrail  will  guarantee  its  new  part- 
nership with  you  through  aid  in  capital 
financing  for  rail  access.  If  your  con- 
tracted carloadings  are  above  a  mini- 
mum threshold,  we'll  cover  your  switch 
and  connecting  track  installation  costs. 

Why  is  Conrail  making 
this  guarantee? 

It's  proof  of  our  commitment  to  your 
investment.  Our  Regional  Market 
Development  Team,  maintaining  full 
confidentiality,  works  with  you  and  a 
network  of  development  specialists  to 
tailor  a  site  and  service  package  that 
minimizes  your  logistics  costs  and 
maximizes  long-term  productivity. 

We'll  gather  critical  data  on  utili- 
ties, taxes,  energy,  sewerage  and  other 
factors  which  affect  your  costs.  Contact 
us  earlyin  your  facility  planning  to  find 
the  site  which  offers  the  best  access  to 
supply  sources,  markets,  and  services. 


you're  guaranteed  a  free  carload  for 
every  one  that  brought  us  below  that 
percentage. 

Why  is  Conrail  making 
this  guarantee? 

We  have  a  great  service  record  in  meet- 
ing the  demands  of  our  customers  who 
operate  on  just-in-time  inventory 
schedules.  And  we  intend  to  keep  that 
record.  Can  you  afford  to  settle  for  less 
when  you're  looking  for  a  new  site? 


Don't  wait— get  Conrail's  help  early 
in  your  planning.  Please  call  us,  or  mail 
the  coupon  for  more  information. 

Free  Site  Inspection  Tour  by  Rail  for 
the  first  100  qualified  callers.  Call 
1-800-3-NUSITE  (1-800-848-SITE  in 
Pennsylvania).  In  Canada,  call  collect, 
0-215-893-6029. 
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Guaranteed 
multi-year  rate  and 
service  contract 


2 


Guaranteed 
delivery-as-promised 

We'll  guarantee  100%  delivery-as- 
promised  for  your  origin-destination 
pairs  that  meet  an  established  volume. 
If  our  performance  falls  below  100%, 


Conrail  will  tailor  a  transportation 
contract  with  built-in  rate  and  service 
commitments  to  meet  your  needs. 
This  will  allow  you  to  control  your 
future  transportation  costs. 

And  because  we  want  you  to  locate 
on  Conrail,  well  negotiate  the  lowest 
rates  possible  to  put  you  on  our 
system. 

Why  is  Conrail  making 
this  guarantee? 

We've  pruned  away  unprofitable 
routes,  and  invested  nearly  five  billion 
dollars  in  physical  plant  improve- 
ments. Today,  Conrail's  service  and 
competitive  spirit  are  second  to  none. 


G.M.Williams,  Jr. 
AVP  Regional  Market  Development 
Conrail,  1528  Walnut  Street 
Suite  1600,  Philadelphia,  PA  19102 

□  I  want  Conrail  to  call  me  about 
locating  in  the  Northeast-Midwest. 
Call  me  directly  at 


F1022 


□  Send  me  a  new  Site  Selection  Bro- 
chure containing  more  valuable  infor- 
mation to  help  me  select  a  site. 

Name 


Firm. 


Address- 
City 


State. 


.  Zip. 


CONRAIL 

I I 

We  won't  be  satisfied  until  you  are 


i 


ONEMA^ 
IS  ANOTHER  i 


>  EXPORT 

ANS  IMPORT 


There's  no  such  thing  as  a  simple  export  deal. 
The  problems  that  can  come  up  when  a  buyer  and  a 
seller  in  different  countries  try  to  trade  with  each  other 
are  often  overwhelming.  The  bank  that  helps  arrange 
a  successful  export  package  has  to  be  effective  at 
both  ends  of 
the  deal. 


And  that 
requires  a 
genuinely  inter- 
national network. 

Pittsburgh,  New  York 
and  Seoul. 

One  of  the  more  complex 
deals  in  Barclays  recent  experi- 
ence was  between  Westinghouse 
in  Pittsburgh  and  the  Seoul  Metro- 
politan Subway  Corporation  in  Korea. 
Westinghouse  Industry  Construction 
Projects  was  bidding  for  a  contract  to  provide 
substation  electrical  equipment  for  the  Seoul  subway 
stem.  Seoul  wanted  $88,000,000  in  finance,  so 
tinghouse  needed  a  package  that  offered  them  an 
etive  loan. 

Negotiating  that  package  in  time  to  meet  a  tight 
lline  was  complicated  enough.  Then  there  were  the 
ious  difficulties,  like  the  7,000  miles  from  Pittsburgh 
boul,  the  cultural  differences  and,  of  course,  the 
uage  barrier. 


The  stumbling  block. 

Where  should  the  necessary  Letters  of  Credit 
originate?  Westinghouse  wanted  them  issued  in  the  U.S. 
Seoul  wanted  them  issued  in  Korea.  And  on  top  of  that, 
the  Korean  firm  subcontracted  to  install  the  equipment 
also  wanted  local  Letters  of  Credit. 

If  all  the  parties  couldn't  be  satisfied  the  deal  would 
fall  apart. 

The  people  who  solved  the  problems. 

Joe  Richardson,  of  Barclays  in  Pittsburgh,  helped 
initiate  the  deal.  He  contacted  Bob  Martin  of  our  Special 
Projects  Group  in  New  York.  Martin  and  Westinghouse 
quickly  proposed  a  credit  package  for  Seoul,  underwritten 
by  Barclays,  EXIM,  and  PEFCO,  with  the  Korea 
Exchange  Bank  as  Guarantor. 

To  work  out  the  details,  a  member  of  Martin's  team 
went  to  Korea  to  consult  with  Tony  Addis,  Manager  of 
Barclays  Bank  in  Seoul.  That  did  away  with  the  7,000  miles. 
Addis  speaks  the  language  and  knew  the  parties  on  the 
Korean  side  of  the  deal,  which  resolved  two  more 
problems. 

Martin  and  Addis  spent  two  months  negotiating 
the  final  hurdle:  the  Letters  of  Credit.  Four  were  issued  in 
Korea  but  confirmed  by  Barclays  in  the  U.S.,  which  was 
acceptable  to  Westinghouse.  Two  more  were  issued  by 
Barclays  in  the  U.S.  but  confirmed  by  Barclays  in  Seoul 
which  satisfied  the  local  contractor  who  wanted  local  LC's. 

In  a  matter  of  months,  Westinghouse's  export 
became  Seoul's  import. 

Why  choose  Barclays? 

If  you  think  that  any  international  bank  could  have 
clinched  the  deal,  ask  your  bank  about  its  branch  in  Pitts- 
burgh -  and  then  about  its  branch  in  Seoul. 

We  have  5,000  offices  around  the  world  so  wherever 
you  want  to  do  business,  we're  probably  there  already  -  not 
just  as  a  name  on  the  door  but  as  part  of  the  local  economy. 
That's  how  problems  get  solved. 

If  you'd  like  to  know  more  about  the  bank  that  knows  most 
about  the  world,  please  contact  Bob  Martin,  Vice  President  Export 
Finance  Group,  PO  Box  1754,  New  York,  New  York  10163. 
Tel:  (212)  309-6822. 


BARCLAYS 


83  COUNTRIES     WORLDWIDE  ASSETS  $94  BILLION 
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Graciousness.  On  Japan  Air  Lines,  it  means  many  things.  It's  our 
sumptuous  First  Class,  where  you  savor  JAlls  finest  as  you  stretch 
out  in  Sky  Recliners,"  deeply  relaxing  easy  chairs  that  recline  a  full  60° 
It's  also  our  spacious  JAL  Executive  Class,  where  specially  designed 
seating  with  extra  legroom  ensures  long-lasting  comfort.  But  most  of 
all,  it's  the  warmth  and  consideration  we  show  our  guests  in  every 
class,  wherever  you  fly. 


JAPAN  AIR  LINES 


Graciousness.  With  us,  it's  a  tradition. 


Fly  now  as  the  crow  f  li 


The  Up  &  Comers 


lington  realized  that  he  was  in  trou- 
ble. Although  Heldor  was  financing 
its  purchase  at  10%  interest,  cold 
weather  and  a  recession  clobbered  the 
pool  business.  After  15  years  of  steady 
profit  increases  Heldor  lost  $3.4  mil- 
lion the  year  it  took  on  Airwick. 

Now  Ellington  is  trying  to  learn 
from  his  mistake.  Before  Heldor  made 
its  acquisition,  gross  margins  on  his 
pools  had  been  as  high  as  34%.  That's 
because  most  of  what  the  company 
sold  was  made  in  its  own  plants.  But 
Airwick  is  largely  a  distribution  busi- 
ness, where  margins  for  pool  supplies 
are  closer  to  18%.  Now  Ellington 
wants  to  use  his  Airwick  network  to 
sell  more  Heldor-made  supplies.  "I  re- 
alized that  the  focus  in  this  business 
must  always  be  on  products  you  make 
yourself,"  he  says. 

Heldor  wants  to  move  into  the  pri- 


An  ill-timed  acquisition 
taught  Ellington  "the  focus 
must  be  on  products  you 
make  yourself." 


vate  indoor  spa  business,  too.  Elling- 
ton feels  these  have  even  more  poten- 
tial than  pools:  Demand  is  not  season- 
al and  is  growing  fast.  Last  year,  for 
example,  roughly  100,000  new  pools 
were  installed,  vs.  250,000  spas.  Prof- 
its are  tempting,  too.  Because  there  is 
less  construction  involved,  Ellington 
happily  points  out  that  gross  margins 
on  spas  are  as  fat  as  they  are  on  his 
pool  kits. 

To  move  more  quickly  into  spas 
Ellington  is  buying  a  small  Tennessee 
manufacturer.  After  the  acquisition 
the  percentage  of  company-made 
goods  Heldor  sells  should  rise  to  50% . 
Ellington's  goal  is  60%  by  1986. 

Still,  Ellington  is  hardly  complain- 
ing. After  a  record  pool  season  Heldor 
is  projecting  1984  sales  of  about  $105 
million  and  profits  of  50  cents  per 
share,  a  more  than  100%  gain.  Be- 
cause of  Heldor 's  1982  troubles,  Wall 
Street  currently  values  it  at  a  mere 
eight  times  earnings.  But  that  still 
makes  the  Ellington  family's  40% 
stake  worth  about  $5  million.  A  nice 
nest  egg  to  hand  over  to  son  Robert, 
who  is  now  executive  vice  president, 
and  to  the  family. 

Point  all  this  out  to  Ellington,  how- 
ever, and  he  merely  pops  another 
Chiclet  into  his  mouth— and  offers 
yet  another  chance  to  watch  his  work- 
men put  together  those  wonderful 
steel  panels.— Carol  E.  Curtis 
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Financing  new  equipment  is 

one  thing.  Getting  quality 

financing  is  something  else. 


If  your  company  has  decided  to  take  advantage  of  advanced 
technology  by  investing  in  new  capital  equipment,  we  invite 
you  to  consider  our  "quality  financing!' 

At  Litton  Financial,  equipment  financing  is 
our  primary  business.  By  concentrating  our 
professional  and  financial  resources  on  this  one 
important  service,  we're  equipped  to  be  more 
expert,  more  efficient  and  more  responsive. 

For  you,  this  means  working  with  a  finely- 
tuned  organization  that  can  accurately  focus 
on  your  current  and  future  equipment  financ- 
ing needs.  It  means  an  experienced,  knowl- 

U  tnstan  Chun  hill  once  c'  •      n 

described  the  level  of  quality  he     edgeable  eye  kept  on  factors  that  can  influence 

expected  by  saying:  "I  am  easily  .  .  .  ,  ,  . 

satisfied  with  the  ven  best:'      your  plans  and  strategies:  the  ever-changing 
complexities  of  business  and  technology;  the  impact  of  economic 
and  regulatory  forces;  the  opportunities  that  evolve.  It  means,  in 
other  words,  that  we  can  offer  you  financing  that  meets  the  highest 
standards  of  "quality." 

We  would  welcome  the  opportunity  to  concentrate  on  your 
equipment  financing.  Write  or  call  us  at  Litton  Financial  Services, 
Inc.,  Ten  Stamford  Forum,  RO.  Box  601,  Stamford,  CT  06904 
(203)  328-2700. 
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Litton  Financial  Services,  Inc. 


" f  we've  got  to 

AUTOMATS  OUR  OFFtee, 

but  who  Neeos  TWSLVe 

VENDORS?" 
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Complete  office  automation  from  one  source.  Networks.  Word 
processors.  Dictation  equipment.  Copiers.  Even  business  phone 
systems.  With  customer  training  and  service  second  to  none. 
High  technology?  Absolutely 
Lanier  is  now  part  of  Harris 
Corporation,  a  world  leader  in 
Information  Technology  For  a 
demonstration,  call  us  at 
800-241-1706.* Or  send  the 
coupon.  Today 

FOR  YOUR  INFORMATION, 
WE'RE  NOW  PART  OF  HARRIS. 


1700  Chantilly  Drive,  N.E. 
Atlanta,  GA  30324 

Name 

LANIER 

A  Harris  Company     1 

Firm 

Title 

Arlrlrew 

County_ 
City 


.Phone. 


-  State , Zip 


In  Georgia  call  404-321-1244  collect. 


3)  HARRIS 
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Numbers  Game 


Edited  by  Richard  Greene 


same  goes  for  borrowing  money. 

None  for  me, 
thanks 


By  Richard  Morals 


OST  COMPANIES  SPEND  lots  of 

time  figuring  out  when  and 
how  to  borrow  money.  That 
makes  sense.  Proper  timing  of  debt  can 
save  millions  in  interest  payments. 

But  the  art  of  borrowing  is  complex 
as  well  as  subtle.  When  a  company 
has  many  subsidiaries,  each  of  which 
uses  a  certain  amount  of  borrowed 
capital  and  a  certain  amount 
of  internally  generated  cash, 
allocating  the  cost  of  money 
among  them  is  crucial.  It's  at 
this  point  that  many  compa- 
nies stumble. 

Improper  allocation  often 
means  inadequately  funding 
some  operations  and  over- 
funding  others — mistakes 
that  can  be  deadly  when  total 
interest  costs  for  some  corpo- 
rate divisions  can  be  one  of 
their  largest  overhead  costs, 
often  reaching  8%  of  sales. 
"If  charges  aren't  allocated 
properly,  some  divisions  will 
look  more  or  less  profitable 
than  they  actually  are,"  says 
Harvard  professor  Robert 
Kaplan.  "The  costs  of  doing 
business  are  distorted." 

This  distorted  information 
can  quickly  affect  the  way  a 
company  is  run— for  the  worse.  Sup- 
pose the  doohickey  division  borrows 
regularly,  while  the  widget  division 
piles  up  cash.  If  management  simply 
allocates  interest  charges  to  subsidiar- 
ies that  use  borrowed  money  and  ig- 
nores the  a  nally  generated 
funds,  the  widget  business  can  look 
unusually  profital-  result,  its 
managers  can  go  .  on  capital 
spending.  "Financial  rrges  should 
make  everyone  a  n  ;  of  what 
are  sufficient  to  iu  tents," 


explains  Kaplan. 

Another  common  situation  occurs 
when  companies  simply  take  their  to- 
tal interest  charges  and  divide  them, 
on  a  prorated  basis,  among  the  divi- 
sions. That's  a  surefire  scheme  for 
intercorporate  hostility.  The  divi- 
sions that  need  lots  of  borrowed  mon- 
ey are  subsidized  by  those  that  do  not. 

Some  smart  companies  have  taken 
steps  to  avoid  such  potential  pitfalls. 


EVervbOCiV  WantS  tO  haVe  a  piece  Of  the  pie,     Spencer  a  GE  consultant  for  external 
•J  J  i      "%-,.  financial  information.    We  were  just 

except  when  the  pie  costs  too  much.  The  passing  expenses  around." 

Then,  in  1979,  in  an  effort  to  combat 
inflation  and  modernize,  GE  began 
basing  interest  charges  on  changes  in 
working  capital,  drawing  the  distinc- 
tion between  short-  and  long-term  in- 
vestments. A  division  that  plowed 
most  of  its  capital  into  new  equipment 
was  charged  less  than  a  division  that 
used  capital  primarily  for  inventories. 
"The  new  approach  gives  the  division 
manager  incentives  to  update  an  old, 
inefficient  plant,  which  needs  a  lot 
more  inventory,"  says  Spencer.  "We 
get  better  overall  results." 

While  GE's  method  seems  like  a 
sensible  way  of  allocating  the  cost  of 
borrowed  money,  Kaplan  complains 
that  it  still  leaves  out  half  the  equa- 
tion by  ignoring  the  cost  of  internally 
generated  cash.  "If  you  just  allocate 
interest  expense,  you're  in  effect 
charging  zero  for  equity,"  says  Kap- 
lan. "I  think  that's  backwards." 

Eaton  Corp.,  the  $2.7  billion  manu- 
facturer, has  taken  steps  to  address 
that  problem.  Until  1983  the  com- 
pany's divisional  managers 
could  all  but  ignore  the  por- 
tion of  their  financing  that 
was  provided  by  internally 
generated  capital.  Now, 
through  a  complex  formula, 
Eaton  takes  both  debt  and  eq- 
uity into  account. 

Eaton's  vice  president  and 
controller,  Brock  Hattox, 
boasts  that  this  new  tech- 
nique has  helped  produce  sig- 
nificant savings.  Sales  were 
up  by  $222  million  in  1983, 
for  example,  while  inven- 
tories dropped  by  roughly 
$50  million.  With  an  inven- 
tory turnover  rate  of  6.8,  vs. 
last  year's  5.5,  Eaton  saved 
some  $11  million  in  interest 
on  this  item  alone. 

Unfortunately,  there  is  no 
one  method  of  allocating  in: 
aas  b  siackman  terest  expenses  that  works 
best  for  all  companies.  Manufacturing 
firms,  for  example,  balance  interest 
costs  against  the  payback  period  of  new 
equipment,  while  retailers  are  more 
concerned  with  margins  and  inventory 
turnover.  "There  is  a  tremendous  range 
of  practices,"  says  Harvard  professor 
Richard  Vancil.  "Different  methods 
are  right  for  different  companies." 

Fair  enough.  But  the  question  re- 
mains: How  many  managers  are 
aware  of  the  problem,  much  less  the 
right  solution?  ■ 


Look  at  General  Electric,  for  example. 
For  almost  20  years  GE  charged  inter- 
est expenses  to  divisions  according  to 
changes  in  receivables,  inventory  and 
fixed  assets.  Any  increase  in  the  divi- 
sions' investments  resulted  in  an  es- 
calating interest  charge. 

"Not  distinguishing  between  pro- 
ductive assets  and  working  capital 
was  demotivating,  and  penalizing  di- 
visions that  needed  state-of-the-art 
ouipment  over  people-intensive  divi- 
sions was  inequitable,"  admits  Sidney 
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Rye  Town  Hiltor 


WHEN  AMERICAN  BUSINESS  HITS  THE  ROAD, 
AMERICAN  BUSINESS  MEETS  AT  HILTON. 


Kj -v      ^^  *^^ 


■ 


■ 


The  ultimate  EleHB 
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j      Buicks  are  eqLi'pped  \ 
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Electra.  Not  just  lavishly 
appointed,  lavishly 
engineered. 


Buick  Electra.  The 
name  alone  speaks 
volumes. 

Per  tradition,  this 
Electra  is  very  smooth, 
comfortable,  and  roomy 
[for  six  adults]  and  very, 
very  luxurious.  With  supple 
seats,  rich  upholstery  and 
a  high  level  of  convenience. 

But  the  Electra  is 
also  engineered  with  the 
latest  technology:  front- 
wheel  drive,  four-wheel 
independent  suspension 
plus  an  available  3.8-litre 
V-6  with  multi-port  fuel 
injection.  [It's  standard 
on  the  Park  Avenue  and 


as  well  as  room,  with 
road  manners  to  match 
its  appointments.  And  it 
was  tested  in  the  heat  c 
Australia  and  the  Alpine 
hairpins  of  Germany,  to 
make  sure  it's  ready  for 
the  ultimate  test:  yours. 


your  Buick  dealer. 

To  ask  any  question: 
request  a  brochure  or 
test  drive,  call  the  Buick 
Product  Information 
Center,  B  a.m.  to  B  p.m. 
Eastern  time,  weekdays: 

1 -BOO-S5-BUICK 
[1 -BOO-B52-B425]. 
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Wouldn't  'you 
really  rather  have  c 
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HOW  DOES  YOUR 
REINSURANCE  COMPARE? 


For  programs  that  won't  go  sour, 

nothing  beats  the  quality  and  security  of  General  Re. 


General 


America's  Largest  Reinsurer 


General  Reinsurance  Corporation.  600  Steamboat  Road.  Greenwich.  Connecticut  06830  1984  grc 

Atlanta.  Chicago.  Columbus.  Dallas.  Do  Moines  Hartford   Kansas  City.  Los  Angeles.  New  York.  Philadelphia.  St  Paul.  San  Francisco.  Seattle.  Montreal  and  Toronto 


For  all  their  popularity,  convertible  bonds 
can  be  hazardous.  In  a  takeover  their 
holders  may  be  left  holding  the  bag. 

Convertibles 
without  a  top 


By  Robert  McGough 


ARA  Services  Inc.  thrilled  stock- 
holders when  its  top  managers 
b announced  on  Sept.  12  they 
would  undertake  a  leveraged  buyout. 
But  holders  of  ARA's  4%%  convert- 
ible debentures  aren't  going  to  make 
much  out  of  the  deal,  which  will  end 
their  conversion  privilege. 
These  debenture  holders  ef- 
fectively paid  a  premium 
over  what  the  underlying 
ARA  stock  was  worth,  and 
that  conversion  premium 
will  be  erased. 

Convertible  securities 
are  in  fashion.  What  inves- 
tors lose  in  interest,  by  accepting  a 
coupon  lower  than  what  would  be 
paid  on  straight  debt,  they  hope  to 
gain  in  the  stock  kicker.  Led  by  under- 
writers such  as  Drexel  Burnham  Lam- 
bert and  Shearson  Lehman/ American 
Express,  companies  have  been  issuing 
plenty  of  these  hybrid  securities:  $6 
billion  of  convertible  debentures  and 


$3  billion  of  convertible  preferreds  in 
1983,  according  to  Securities  Data 
Co.,  a  financial  information  service. 
That  compares  with  $700  million  of 
convertible  securities  issued  five 
years  earlier. 

But  at  the  same  time  there  is  a 
rising  tide  of  mergers  and  going-pri- 
vate transactions.  Acquirers,  especial- 


ly in  debt-heavy  leveraged  buyouts, 
want  to  buy  cheap.  If  they  ignore  the 
convertibles,  they  save  money. 

Look  at  the  ARA  debentures,  which 
mature  in  1996.  Before  the  buyout 
offer  the  bonds  traded  at  $620  per 
$1,000  par  value.  They  are  convertible 
into  9.86  shares  of  ARA  common,  so 
their  conversion  value,  with  the  stock 


at  54,  was  $532.  The  convertible  bond 
buyer  was  paying  a  conversion  premi- 
um of  $88.  That  is  the  difference  be- 
tween the  cost  of  the  bond  and  what 
9.86  shares  would  have  cost  if  bought 
directly.  (See  story,  p.  247.) 

There  are  reasons  for  paying  the 
premium.  The  bond  yields  more  than 
the  underlying  stock.  Next,  if  the 
company  deteriorates,  the  convertible 
bond  would  hold  up  better  than  the 
stock.  It  is,  after  all,  a  bond,  with  a 
right  to  a  $1,000  repayment  at  maturi- 
ty and  interest  in  the  meantime.  If,  on 
the  other  hand,  the  company  pros- 
pers, the  convert  holders  should  enjoy 
almost  as  much  appreciation  as  the 
stockholders.  The  convertible  buyer, 
in  sum,  has  the  option  of  waiting  to 
see  the  future  before  he  decides 
whether  he  owns  a  bond  or  stock. 

Normally,  if  a  stock  goes  up,  the 
convertible  bond  maintains  some  of 
its  conversion  premium.  But  if  the 
ARA  deal  goes  through,  the  premium 
will  be  erased.  The  bondholders  will 
have  no  practical  choice  but  to  con- 
vert and  take  the  same  deal  that 
stockholders  get.  They  will  get  the 
equivalent  of  about  $690  per  bond, 
meaning  a  profit,  but  half 
the  gain  shareholders  get. 

There  are  worse  exam- 
ples. With  this  spring's  ac- 
quisition of  Dorchester  Gas 
Corp.  by  Damson  Oil 
Corp.,  some  convertible 
bond  investors  got  a  rude 
shock.  Damson  is  offering 
the  8'/2%  convertible-debenture  hold- 
ers a  cash  payment  of  $653  for  their 
$1,000  par  value  bonds.  Those  who 
refuse  the  offer  wind  up  with  low- 
return,  risky  straight  debt.  There  is  no 
more  convertibility  into  public 
shares.  Note  that  the  cash  offer  is 
below  the  $720  that  the  converts  were 
selling  at  shortly  before  Dorchester 


Insubordination 


How  does  it  feel  to  find  the  conservative  preferred 
stock  you  bought  suddenly  buried  by  $2  billion  of 
bank  debt?  Ask  Continental  Group  investors. 

On  June  29  Peter  Kiewit  Sons  and  investor  David 
Murdock  were  the  victors  in  bidding  $2.75  billion  for 
Continental  Group,  Inc.,  the  container  and  forest  prod- 
ucts concern.  But  Kiewit-Murdock  made  no  offer  for 
two  issues  of  preferred  stock.  The  shares  were  simply 
left  outstanding.  A  rival  bid  by  Sir  James  Goldsmith,  in 
contrast,  offered  $71  million  for  one  of  the  classes  of 
preferred.  Banks  get  paid  interest  before  preferred  hold- 
ers get  dividends.  So  it  is  a  big  change  when  Continen- 
tal, which  was  almost  debt-free,  suddenly  owes  $2 
billion  to  banks  to  finance  the  buyout.  Pending  the 
outcome,  the  preferred  shares  have  been  put  on  "Cred- 
itWatch"  by  Standard  &  Poor's. 


In  1979  UV  Industries  was  liquidating  itself.  But  in 
the  process  it  attempted  to  transfer  the  obligation  for 
$130  million  in  outstanding  subordinated  bonds  to 
Victor  Posner's  Sharon  Steel  Corp.,  rather  than  redeem 
them  at  par.  Among  the  bondholders  were  some  big 
banks  and  insurance  companies  that  sued,  winning  the 
bondholders  redemption  at  a  premium  of  up  to  7 
points  over  par. 

Absent  the  big  boys,  would  the  trustees  have 
stepped  in  to  save  the  small  investors?  Good  question. 
Remember  that  issuers,  not  bondholders,  hire  trustees, 
and  a  trustee  wants  to  keep  generating  business.  An- 
other conflict:  The  trustee  for  the  Dorchester  converti- 
bles (see  story),  Mercantile  National  Bank  at  Dallas, 
was  one  of  the  lenders  to  the  buyout.  It  has  since 
resigned  in  favor  of  another  Dallas  bank. — R.M. 
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Tantaloy  "63"  is  an  exclusive  tantalum  alloy  developed  by  Fansteel 
for  use  in  heat  exchangers  and  other  chemical  equipment. 

Fansteel's  capabilities  in  materials  technology  make  it  a  leader  in 

developing  and  producing  heat  exchangers,  valves 

and  other  equipment  for  chemical  processing. 

Fansteel's  materials  technology  also  provides  advanced 

and  dependable  products  used  in  electronics,  medicine,  mining, 

sports,  communications,  transportation,  aerospace, 

and  weapon  systems. 
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An  integrated  producer  of  refractory  metals  and  fabricated  products  for  the  electronics, 
electrical,  aircraft /aerospace,  metalworking,  energy  and  chemical  industries. 


went  on  the  block.  In  financial  slang, 
holders  of  the  $50  million  bond  issue 
were  relegated  to  the  "mezzanine," 
where  they  stand  more  at  risk  than 
the  banks  and  have  less  to  gain  than 
the  stockholders.  In  plain  English, 
they  were  taken  to  the  cleaners. 

Canny  investor  Martin  f .  Whitman, 
a  money  manager  in  New  York  City, 
bought  Dorchester  debentures  after 
the  takeover  was  announced.  Dam- 
son, he  says,  is  actually  liquidating 
Dorchester.  In  that  case  the  bonds 
should  be  redeemed  at  par  or  better. 
Whitman  also  bought  convertibles  of 
Empire  Inc.,  a  gas  firm  that  did  a  lev- 
eraged buyout  in  1983  and  made  no 
offer  whatsoever  for  the  convertibles. 
Theoretically,  investors  retained  the 
same  rights.  But  what's  the  use  of 
converting  into  the  illiquid  stock  of  a 


"People  will  be  free  to 
screw  any  convertible  bond- 
holder if  this  Empire  thing 
is  allowed  to  exist,"  says 
investor  Whitman. 


private  company?  Declares  Whitman, 
who  is  banking  on  the  courts  to  side 
with  the  bondholders,  "People  will  be 
free  to  screw  any  convertible  bond- 
holder if  this  Empire  thing  is  allowed 
to  exist." 

Terms  set  at  the  issuance  of  the 
convertible  bond,  the  so-called  inden- 
ture, could  protect  investors.  Big  in- 
vestors, such  as  insurance  companies, 
get  good  terms.  Buying  via  a  private 
placement,  they  may  demand  a  rule 
allowing  them  to  collect  par  or  even  a 
premium  over  par  in  the  event  of  a 
takeover. 

What  do  small  investors  get?  "We 
are  taking  a  close  look  at  indentures," 
says  Herbert  Bachelor,  an  investment 
banker  at  Drexel.  "Depending  on  the 
form  of  the  [buyout],  even  straight 
debt  may  not  be  in  an  enviable  posi- 
tion' '(see box, p.  139).  But  don't  expect 
future  indentures  to  be  airtight.  "It's  a 
competitive  market.  If  you're  the  only 
guy  out  there  doing  it,  you're  not  go- 
ing to  be  getting  anywhere." 

Meaning  that  if  Drexel  attempts  to 
police  this  market,  the  issuers  will 
take  their  underwriting  business 
elsewhere.  The  brokers,  however, 
should  remember  they  can't  under- 
write without  somebody  out  there  to 
buy.  Most  convertible  holders  have 
nothing  to  complain  about  so  far. 
But  if  enough  convertible  holders  get 
hurt,  Drexel  and  the  other  under- 
writers may  find  it  necessary  to  start 
looking  after  the  quality  of  their 
merchandise.  ■ 
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We're  as  particular 
as  you  are. 

At  Western,  we  know  that  when  you  need  a  temporary  worker, 
you  want  someone  who  can  walk  in,  understand  the  job,  and  go 
right  to  work.  That's  why,  after  36  years  of  matching  Western 
temporaries  to  business  needs,  we're  more  particular  than  ever. 

And  that's  why  we  choose  your  Western  temporary  so  care- 
fully, using  our  proven  methods  of  testing,  interviewing,  and  refer- 
ence checking.  We're  particular  about  finding  you  the  temporary 
whose  skills,  background,  and  experience  are  just  right  for  you. 

For  all  of  your  staffing  needs,  remember  Western.  We  provide 
clerical,  industrial,  marketing,  technical,  medical  and  security  per- 
sonnel. All  bonded  and  insured.  Over  200  offices  nationwide. 
Call  your  local  Western  office  today.  We're  in  the  white  pages. 

For  national  contracts,  or  assistance  on  marketing  projects, 
call  1-800-USA-TEMP  (in  California  1-800-FOR-TEMP). 


Western 

TEMPORARY  SERVICES. 


CORPORATE  HEADQUARTERS    301  I.ENNON  IANK.  WALNl IT  CREEK,  ( "A  9 S598  2  (S3 
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Which  of  these  19  differenl 
copiers  is  right  for  you? 


XEROX 


Before  we  help  you  answer  that  ques- 
tion, we'd  like  to  point  out  that  your 
eyes  are  not  deceiving  you.  There  are 
only  2  copiers  pictured  here. 

However,  these  are  mid-sized 
Marathon  Copiers  from  Xerox.  The 
1048  and  1055  respectively.  And  both 
have  the  uncanny  ability  to  adapt  to  19 
different  configurations. 

So  now  you  can  sit  down  with  a 
Team  Xerox  representative,  review  your 
specific  needs,  and  custom  design  a 
copier  that's  just  right  for  you. 

mm      ,       For  instance,  if  you 

4f|       l,L  need  two-sided  copies 

III  ;  of  both  two-sided  and 

MAB*TH0N     I  one-sided  originals, 
the  Xerox  1048  is  for  you. 

You  can  choose  from  12  possible  con- 
figurations, including  a  recirculating 
document  handler,  that  lets  you  drop  in 
a  stack  of  up  to  40  originals,  program 
the  job  and  move  on  to  something  else. 

Or  you  can  choose  a  semi-automatic 
document  handler  that  lets  you  stream- 
feed  originals. 

If  you  need  stapled  copies,  you  can 
design  your  1048  with  a  finisher,  that 
automatically  staples. 

And  if  you  work  with  computer 
printouts  or  accounting  sheets  there's 
an  optional  automatic  reduction  fea- 
ture. Which  allows  you  to  reduce  large 
originals  to  SW  x  11"  copies.  At  either 
71%  or  63%  of  your  original. 

What  if  you  need  professional- 


XER0X 


1055 


MARATHON 


looking  oversized  reproductions? 
Then  the  Xerox 
1055  is  right  for  you. 

It  can  reduce  or 
enlarge  originals  from 
65%  to  141%.  At  1%  increments. 

And  with  the  optional  15  bin  sorter/ 
stacker  11  x  17  copies  can  be  folded 
automatically  to  SYi  x  11.  Which  means 
over-sized  documents  can  be  folded  in 
sequence  with  normal  sized  originals. 

There's  even  an  automatic  duplexing 
option  so  you  can  make  two-sided 
copies  from  one-sided  originals. 

In  total,  the  1055  offers  you  7  differ- 
ent configurations. 
And  both  of  these  mid-sized 

Marathons  are  part 
of  Team  Xerox,  a 


TeamXerax 


wide  array  of  products,  people  and 
services  to  make  sure  you  have  all  the 
professional  help  behind  you  to  make 
your  work  easier. 

To  find  out  more  about  these  19  dif- 
ferent copiers,  and  what  Team  Xerox 
can  do  for  you,  simply  fill  out  the  cou- 
pon below  or  call  your  Team  Xerox 
representative. 


For  more  information,  call  800-833-2323,  ext.  617,  or  your  local  Xerox  office,  or 
mail  in  this  coupon:  Xerox  Corp.,  Box  24,  Rochester,  New  York  14692. 
D  Please  have  a  sales  representative  contact  me. 
D  Please  send  me  more  information. 


NAME 

TITLE 

COMPANY 

ADDRESS 

CITY 

STATE 
617 


ZIP 


PHONE 


152-10-22-84 


XEROX®,  1055  and  1048  are  trademarks  of  XEROX  CORPORATION. 


Wall  Street's  fortune-tellers  say  they  can 
time  their  way  around  bear  markets.  Expe- 
rience suggests  that  this  is  as  difficult  as 
making  lead  into  gold,  but  they  keep  trying. 

The  impossible 
dream 


If  only  . . . 


By  William  Baldwin 


At  their  brashest  they  will  call 
you  up  in  the  middle  of  the 
b  night,  as  Joseph  Granville  did 
in  January,  1981,  and  say,  "Sell  every- 
thing! Now!" 

The  more  sedate  among  them  will, 
as  Robert  Farrell  and  a  staff  of  13 
technical  analysts  at  Merrill  Lynch 
do,  make  suitably  vague  pronounce- 
ments about  what  lies  ahead  for  a 
sector  of  the  stock  market  or  the  mar- 
ket as  a  whole. 

At  their  most  arcane  they  will 
speak  of  "head-and-shoulders"  forma- 
tions and  "triple  bottoms"  and  other 
images  conjured  from  mountains  of 
data.  They  marry  econometric  models 
to  proprietary  "indicators"  and,  as 
Martin  Zweig  does  with  his  "Momen- 
tum Model,"  advise  you  in  print  (Bar- 
ron's), on  television  (Wall  Street  Week) 
and  through  his  own  newsletter 
(Zweig  Forecast,  at  $245  per  year)  when 
you  should  switch  from  stocks  to  cash 
and  vice  versa. 

Market  timers,  the  lot  of  them,  and 
a  popular  breed  of  Wall  Street  wizard 
they  are  these  days.  No  fewer  than  a 
dozen  money  managers  now  special- 
ize in  the  business  of  switching  ordi- 
nary investors'  money  between  stock 
funds  and  money  market  funds,  col- 
lecting bigger  fees  for  their  efforts 
than  the  portfolio  managers  of  the 
funds  themselves.  Timer  Digest,  a  Fort 
Lauderdale,  Fla.  publication,  keeps 
track  of  30  newsletters  that  feature 
market  timing  advice.  The  most  pop- 
ular have  5,000  to  i  5,000  subscribers, 
at  up  to  $395  a  crack,  including  access 
to  hot  lines  and  other  extras. 

The  stock  market  itself  may  be  list- 
less these  days,  but  the  market  for 
market  timing  advice  is  clearly  in  a 
bullish  phase.  Wells  Fargo  Bank's 
market  timing  service  has  been  so 


successful  in  recent  years  that  several 
key  people  responsible  for  it  quit  last 
fall  to  open  a  competing  money  shop 
and  have  already  attracted  $500  mil- 
lion to  manage  with  the  timing  for- 
mula. Monitrend  Timing  Fund,  a  mu- 
tual fund  in  Fort  Lee,  N.J.  that  plans 
to  time  the  market  with  stock-index 
futures  and  options,  expects  approval 
any  day  now  from  the  SEC  to  open  its 
doors.  The  Institute  for  Econometric 
Research  in  Fort  Lauderdale,  Fla., 
publisher  of  the  popular  Market  Logic 
and  The  Insiders  newsletters,  plans  to 
start  another  newsletter  in  December 
aimed  at  fund-switching  investors.  It 
will  highlight  market  forecasts  that 
tell  when  to  switch  into  a  money  mar- 
ket fund. 

Prophecy.  The  profession  is  at  least 
as  old  as  the  priestess  at  Delphi,  and 
the  lure  is  irresistible.  Anyone  who  in 
December  1973  had  foreknowledge  of 
which  of  the  next  120  months  would 
be  better  for  stocks  than  cash  invest- 
ments could  have  multiplied  his 
money  better  than  22-fold,  not  count- 
ing transaction  costs  (see  chart).  That 
dwarfs  returns  from  even  fairly  good 
stock-picking. 

The  Wall  Street  Journal  lent  market 
timing  some  legitimacy  last  March  by 
publicizing  several  newsletters  with 
evident  success  at  calling  market 
turns.  Money  magazine  followed  two 
months  later  with  a  favorable  review 
of  switch-fund  advisers.  Even  staid 
pension  funds,  traditionally  scornful 
of  market  timing,  are  being  won  over, 
although  they  shun  the  market  tim- 
ing label.  Asset  allocation,  they  call  it. 

Preston  Estep,  part  of  "strategy  sys- 
tems" at  Salomon  Brothers — he 
doesn't  call  himself  a  timer,  either — 
explains  why.  "If  you've  got  a  big  pen- 
sion fund,  going  with  [stock]  manager 
A  rather  than  manager  B  might  mean 
a  half  a  percentage  point  difference," 


The  steep-sloped  curve  in  tKis 
astrologer's  chart^oilhe    / 
investment  firmameriK^ 
represents  what  perfect  ma*l£et 
timing  could  have  done  for  yoil^ 
with  perfect  hindsight— over  the 
past  decade.  It  supposes  that  the 
investor  knew  at  the  beginning  of 
each  month  whether  U.S. 
Treasury  bills  or/the  stock  market 
would  earn  more  during  that 
month,  and  switched  his  money 
accordingly.  Not  counting 
transaction  cdsts,  this  perfect 
monthly  timing  would  have 
yielded  nearly  $23  on  a  $1 
investment,' compared  with  less    / 
than  $3  for  Either  T  bills  or  stock^ 
alone.  As  it1  happens,  60  months  I 
during  the  years  1974  through  19$3 
were  bette^  for  stocks,  60  months 
better  for  bills.  Could  a  lucky 
guesser  have  hit  all  120  monthsl 
-correctly?  frhcodds  against  such  a 
heavenly  configuration  would    \ 
require  a  3^-digit  number.  Market 
timing,  like  astrology,  is  not       \ 
something  .you  should  stake  you* 
life  or  your  fortune  on. 


\ 


\ 

he  says,  "but  going  with  bonds  versus 
stocks  could  be  15%.  So  if  you  want 
to  do  something  heroic  you  change 
your  asset  mix.  There's  a  huge  payoff 
for  being  right." 

Ah,  but  as  Estep  well  knows,  expe- 
rience, common  sense  and  academic 
literature  show  that  it's  not  easy  to  be 
right.  Most  timers,  whether  techni- 
cians poring  over  volume  charts  or 
fundamentalists  looking  at  dividend 
yields,  attempt  to  discover  some  pat- 
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tern  in  history  that  may  repeat  itself. 
The  advent  of  cheap  computing  pow- 
er has  made  this  art  infinitely  cheaper 
to  practice.  Many  thousands  of  trad- 
ing strategies  can  be  tested  against  a 
database  until  the  perfect  fit  is  found. 
But  this  philosopher's  stone  has  a 
flaw:  Why  should  anything  that 
worked  in  the  past  keep  working? 
Once  a  pattern  is  recognized,  inves- 
tors attempting  to  profit  from  it  will 
anticipate  the  market  and  defeat  the 


pattern.  The  timer  who  is  hot  this 
year  will  turn  cold  next. 

Not  surprisingly,  timing  gets  short 
shrift  in  academia.  Typical  is  a  paper 
last  January  by  Assistant  Professor 
Roy  Henriksson  of  the  University  of 
California  at  Berkeley.  He  segregated 
timing  performance  from  stock-pick- 
ing performance  at  a  sample  of  116 
mutual  funds.  His  conclusion:  Some 
funds  timed  well,  but  none  well 
enough  to  indicate  that  anything  be- 


sides dumb  luck  was  at  work. 

Die-hard  believers  in  timing  find  it 
easy  to  overlook  the  difference  be- 
tween luck  and  skill.  Thus,  the  Wall 
Street  Journal  looked  at  market  timing 
newsletters  and  found  two  with  esti- 
mable records.  Switch  Fund  Advisory, 
the  better  of  the  two,  outperformed 
the  market  by  a  third,  16.4%  vs. 
12.2%  per  year  from  Jan.  1,  1977  to 
Mar.  6,  1983.  But  what  does  that 
mean?  Could  it  have  been  chance? 


FORBES,  OCTOBER  22,  1984 


145 


Forbes  set  a  personal  computer  to 
guessing  market  timing  over  the  same 
period,  selecting  5,000  sequences  of 
switch  dates  at  random.  One  in  12  of 
these  random  strategies  beat  the  mar- 
ket by  a  third. 

Budge  Collins,  a  Newport  Beach, 
Calif,  pension  consultant  in  search  of 
the  perfect  money  man,  has  heard 
many  a  timer's  story.  "Bat  wings  and 
black  magic"  is  how  he  now  describes 
this  kind  of  investing.  Forbes  went 
hunting  for  timers,  too,  and  profiles 
four  below.  Their  systems  range  from 
the  occultism  of  technical  analysis  to 
the  plausibility  of  discounted  divi- 
dends. About  any  of  them,  a  wise  in- 
vestor should  follow  Collins'  ap- 
proach and  consider  two  questions.  Is 
this  performance  record  for  real?  Is  it 
repeatable? 

Greenwich  Monitrend  Corp.  in  Fort 
Lee,  N.J.  ranked  first  in  the  Money 
survey  of  switch-fund  advisers.  These 
are  the  wizards  who  shuffle  money 
between  equity  mutual  funds  and 
money  market  funds.  Monitrend's 
principals  are  Otto  Liebling,  59, 
whose  talk  of  amplitudes  and  oscilla- 
tors is  made  all  the  more  oracular  by  a 
thick  Viennese  accent,  and  Eliot 
Black,   47,  -nable  veteran  of 

Wall  Street.  Clients  annually  pay  a 
flat  charge  of  $200  plus  a  2%  fee  (slid- 
ing down  to  1%  on  amounts  over  $1 
million)  on  the  money  in  Monitrend's 
care.  The  firm  manages  $103  million 
and  has  papers  for  a  timing  mutual 
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Eliot  Black  and  Otto  Liebling  of  Greenwich  Monitrend  Corp. 

Greenwich  Monitrend  rantcedfirst  in  a  recent  survey  of  switch-fund  advis- 
ers, who  shuffle  money  between  stock  mutual  funds  and  money  markets. 
"We  have  a  problem  with  the  record  because  it's  almost  too  good  to  be 
true,"  says  Black.  An  observer  might  have  the  same  problem:  Greenwich's 
record  is  not  well  documented  for  key  signals  in  early  years. 


fund  pending  at  the  SEC. 

Monitrend's  advertised  track  record 
is  nothing  less  than  brilliant.  Over  the 
1974-83  decade,  the  buy  and  sell  sig- 
nals would  have  yielded  a  compound 
annual  30.2%,  assuming  an  invest- 
ment alternating  between  common 
stocks  in  the  S&P's  500  and  Treasury 
bills,  with  no  allowance  for  fees  or 
commissions.  Says  Black:  "We  have  a 
problem  with  the  record  because  it's 
almost  too  good  to  be  true."  A  Forbes 
reporter  who  visited  Monitrend's  of- 
fice had  the  same  problem. 

Greenwich  Monitrend  registered 
with  the  SEC  only  in  1981.  Before 
that,  Liebling  and  Black  worked  for  a 
succession  of  brokerage  firms,  pub- 
lishing a  timing  newsletter  called 
Monitrend  but  not  acting  as  registered 
investment  advisers.  How,  then,  do 
they  have  a  performance  record  going 
back  to  August  1971? 

That  was  when  some  foreigners, 
hearing  tales  of  Liebling's  prowess  as 
a  technician,  hired  the  pair  for  timing 
advice.  The  investment  accounts, 
Black  says,  were  not  in  Monitrend's 
control,  and  he  can't  even  be  sure  the 
five  foreigners  followed  the  advice. 

Could  we  see  copies  of  the  telexes? 


"I  telephoned,"  says  Black.  How 
about  some  contemporaneous  work 
papers?  Liebling  exhibits  a  handwrit- 
ten ledger,  with  B  and  S  signals  noted. 
There  is  an  5  next  to  Mar.  19,  1975, 
which  is  indeed  one  of  the  advertised 
sell  dates.  But  there  are  also  three  5s 
and  two  Bs  over  the  next  three 
months  that  have  been  crossed  out 
and  do  not  appear  on  the  published 
record. 

The  newsletters,  dating  back  to  the 
early  1970s,  should  help  to  prove 
Monitrend's  claim  that  it  sidestepped 
the  1973-74  crash  but  picked  up  the 
big  rally  that  followed.  Presumably 
Liebling  and  Black  weren't  saving  the 
foreigners  while  allowing  domestic 
brokerage  clients  to  be  massacred. 
The  newsletters,  however,  leave  mat- 
ters as  murky  as  before.  Monitrend 
claims  it  took  clients  out  of  the  mar- 
ket Dec.  12,  1972,  for  example,  and 
kept  them  out  for  the  next  six 
months.  The  Dec.  22,  1972  newslet- 
ter, after  some  general  discussion  of 
economic  trends,  says:  "Despite  the 
lackadaisical  performance  expected 
from  the  Dow  next  year,  we  believe 
that  over  the  near  term,  secondary- 
type  issues  may  come  to  the  fore  and 
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How  Liberty  Mutual  manages 
tjWi  to  get  inured  workers 
L,   )i^^r         hack  on  the  job. 


The  Liberty  Mutual  Target  Date  Program 

is  one  of  the  more  visible  ways  we're  going  to  be  there 

for  you  when  your  employees  are  injured  on  the  job. 

Rather  than  letting  lost  time  drift  from  weeks 

into  months,  this  program  helps  us  manage  disability 

and  its  costs. 

We  work  closely  with  you  and 

your  injured  employee's  treating  physician  to  establish  a 

target  date  for  return  to  work.  Such  a  target  date  gives 

everyone  a  goal  to  work  toward.  The  injured  employee, 

the  doctor,  the  employer,  Liberty  Mutual.  Everyone. 

You  deal  direct  with  Liberty  Mutual  in  this  manner 

to  control  insurance  costs. 

As  the  largest  writer  of  workers' 

compensation  in  the  industry,  Liberty  Mutual  has  many 

other  ways  to  be  there  for  your  company's  insurance 

program.  Learn  about  all  of  them  by  calling  a  nearby 

Liberty  Mutual  representative  today. 
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LIBERTY 
MUTUAL 

Were  going  to  be  there  for  you. 

©  1984  Liberty  Mutual  Insurance  Company, 
Liberty  Mutual  Fire  Insurance  Company, 
Liberty  Life  Assurance  Company  of  Boston , 
Home  Office:  Boston 
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We  build  power  plants 
that  generate  learning. 


That's  Singer  technology. 


In  today's  energy  environment,  training  power 
plant  operators  is  more  vital  than  ever.  That's  why 
major  utilities  are  turning  to  our  Link  Simulation 
Systems  Division  for  simulators  that  can  duplicate  a 
power  plant's  routine  operations  as  well  as  problem 
situations-without  using  fuel  or  creating  hazardous 
conditions.  That's  the  result  of  more  than  a  half- 
century  of  technological  leadership.  This  leadership  is 
now  producing  equipment  that  simulates  everything 
from  aircraft  to  chemical  plants.  LNG  tankers  to 
battlefield  tactics. 


Through  expanding  research  and  development  in 
simulation,  navigation/guidance,  command/control/ 
communications  and  intelligence,  electronic  warfare, 
and  specialized  computer  systems,  Singer  is  writing 
a  new  chapter  in  its  corporate  history.  Together 
with  our  unique  consumer  durables  capabilities 
throughout  the  world,  this  technological  base 
positions  us  in  important  growth  markets  of  today 
and  tomorrow. 

The  Singer  Company,  8  Stamford  Forum, 
Stamford,  CT  06904. 
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provide  the  best  opportunities  for  cap- 
ital appreciation."  Waffling  isn't  rare 
in  this  business. 

However  thin  the  documentation 
at  Monitrend,  it  is  thinner  still  at 
some  competitors.  Pallas  Financial 
Services,  a  Nashville  firm  that  rates 
timers,  has  looked  at  nearly  100  of 
them.  Says  Phillip  Verrill,  Pallas 
president:  "There  was  one  money 
manager  [in  whose  claimed  record] 
there  were  four  Saturday  trades.  The 
numbers  he  gave  changed  from  a  year 
ago.  If  they  can't  even  lie  the  same 
way,  you  don't  waste  ink  on  them." 

Pallas  rates  Greenwich  Monitrend 
one  of  the  very  best.  If  you  want  to 
take  Pallas'  word  for  it,  you  will  buy 
this  service.  You  should  also  know 
that  by  telling  the  Monitrend  story  to 
retail  brokers,  Pallas  has  helped  steer 
over  $50  million  Monitrend's  way. 
On  a  timing  account  generating  a  2% 
annual  fee,  Pallas  gets  0.4%,  Moni- 
trend 0.6%  and  the  retail  broker  1%. 

What  happened  to  the  five  foreign- 
ers? None  is  now  a  Monitrend  client. 

Martin  Zweig,  42,  a  Ph.D.  in  fi- 
nance from  Michigan  State  and  a  for- 
mer business  school  professor,  is  a 
better-known  timer,  at  least  to  read- 
ers of  Barron's,  where  he  has  been  an 
advertiser,  story  subject  and  freelance 
author,  and  to  viewers  of  Wall  Street 
Week,  where  he  has  been  a  frequent 
panelist. 

Zweig  owns  half  (an  associate,  Ed- 
ward Babbitt  Jr.,  owns  the  other  half) 
of  Zweig/Avatar  Trend  Timing  Ser- 
vices, or  ZATTS,  a  switch  adviser 
with  $70  million  under  management 
and  a  stiff  2.8%  annual  management 
fee.  ZATTS  says  it  has  earned  an  aver- 
age 25.1%  a  year  in  its  three  years  of 
active  management.  Excellent,  to  be 
sure,  but  for  those  who  think,  rightly, 
that  three  years  is  far  too  little  to 
distinguish  skill  from  luck,  ZATTS 
sales  literature  reports  performance 
for  the  Zweig  Momentum  Model,  a 
top-secret  formula  that  Zweig  has  li- 
censed to  ZATTS.  The  model  uses  12 
"indicators,"  2  having  to  do  with  in- 
terest rates,  the  rest  based  on  trading 
data  from  the  stock  and  bond  mar- 
kets. For  the  ten  years  to  December 
1983,  the  performance  chart  shows  a 
compound  annual  gain  of  27.3%. 
That  assumes  use  of  a  volatile  un- 
weighted stock  average  during  bull 
periods.  The  same  signals  would  have 
generated  a  19.7%  annual  gain  using 
the  size-weighted  S&P's  500  average. 

Zweig,  without  Babbitt,  also  pub- 
lishes the  Zweig  Forecast,  a  13-year-old 
market  letter  with  a  heavy  emphasis 
on  timing.  He  won't  say  how  big  its 
circulation  is,  only  that  it's  down  late- 
ly, but  a  flattering  newspaper  article  a 
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year  ago  by  Louis  Rukeyser,  host  of 
Wall  Street  Week,  said  he  was  grossing 
$4.5  million  a  year  from  18,500  sub- 
scribers. Since  Forecast  readers  get 
mostly  the  same  signals  that  ZATTS 
investors  do,  Forbes  asked  Zweig  for 
several  randomly  selected  back  issues 
of  the  newsletter.  They  don't  jibe  very 
nicely  with  the  model's  history.  For 
example,  the  Momentum  Model  per- 
formance chart  puts  down  Mar.  14  to 
May  30,  1978  as  a  buy  period,  during 
which  it  chalked  up  an  11.8%  gain. 
But  the  Mar.  31,  1978  newsletter  says, 
"Keep  80%  of  funds  in  cash  equiv- 
alents. Remainder  should  be  in  gold 
coins  or  a  few  short  sales."  The  Mo- 
mentum Model  also  lists  Apr.  11  to 
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Sept.  26,  1980  as  a  buy  period,  record- 
ing a  33.5%  gain.  The  Apr.  18,  1980 
newsletter  says,  "Stay  100%  in  cash 
equivalents." 

What's  going  on  here?  "This  model 
wasn't  used  in  real  time  ten  years  ago. 
I  had  another  model,"  Zweig  says.  Oh. 

The  performance  figures  that  Zweig 
uses  in  his  sales  literature  are  clearly 
marked  hypothetical.  But  a  prospect 
could  easily  infer  that  this  caution 
merely  relates  to  ZATTS'  having 
managed  money  for  less  than  the 
whole  period.  He  might  think  that  if 
someone  had  hypothetically  used 
Zweig's  signals  to  get  in  and  out  of  the 
market,  the  profits  would  have  been 
as  indicated. 


Martin  Zweig  of  Zweig/Avatar  Trend  Timing  Services  and  the  Zweig  Forecast 
Like  a  weatherman  predicting  a  60%  chance  of  rain,  Zweig  often  hedges  in 
the  newsletter  by  saying  something  like  "Stay  40%  invested."  But  if  a 
timer  has  any  real  value,  he  should  come  out  ahead  with  an  all-or-nothing 
strategy.  ZATTS  has  done  well  at  that— over,  alas,  a  short  history. 


Robin  Kinmonth 
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INVESTOR 
REPORT  NO.  2: 


Everybody  talks  about  "tech- 
nology!" 

We'd  like  to  talk  to  you  about 
making  money. 

We  — Pacific  Telesis  Group  — 
came  out  of  the  AT&T  breakup 
with  an  enviable  opportunity.  Our 
markets  — California  and  Nevada 
—have  the  greatest  communi- 
cations growth  potential  in  the 
country. 

The  way  to  capitalize  on  that 
opportunity  is  to  put  technology 
where  it's  most  profitable.  We  call 
it  "Technology  on  Target,"  and 
here's  how  we  do  it. 

We've  focused  our  marketing 
strategy  on  six  key  customer 
segments.  One  of  them,  Priority 
Business,  includes  our  largest 
corporate  customers. They 
generate  30  percent  of 


technology 
Dn target 


1  business 


revenues. 

Determining  what  technology 
Priority  customers  want  and  put- 
ting it  where  they  want  it  is  the 
key  to  profitability. 

Transmission  technology. 
Pacific  Bell  has  spent  over  $2 
billion  in  each  of  the  last  four  years 
to  expand  and  modernize  its 
network. 

The  result:  Today,  65  percent 
of  Pacific  Bell's  central  office 
switching  systems  are  computer- 
controlled.  But  in  downtown  Los 
Angeles  and  San  Francisco,  the 
figure  is  nearly  90 percent— today 

Computerized  switches  give 
us  new,  sophisticated  services  to 
sell,  are  more  reliable  and  cost 
half  as  much  to  operate  and  main- 
tain as  their  

electromechan- 
ical predeces- 
sors.The  result: 
We  can  provide 
our  customers 


more  and  better  services 
and  make  more  money 
doing  it. 

Another  example.  By 
the  end  of  1984, 55 
percent  of  our  trans 
mission  lines  be- 
tween central 
offices  will 
digital 


be 


<ur  fiber 
optics  cable 


now  transmits 
)  times  more  data 
than  copper  cable 
three  times  its  size. 


Again,  though, 
we've  targeted  our 
technology  where  the 
revenues  are.  100 per- 
cent of  interoffice  facili- 
ties in  downtown  Los 
Angeles  and  San  Fran- 
cisco are  already  digital 
today. 
Fiber  optics.  Fiber 
optics  technology  is  rapidly 
replacing  copper  cable  as 
the  transmission  medium  of 
choice.  On  a  per-foot  basis, 
fiber  costs  one-sixth  as  much 
to  install  and  one-fourth  as 
much  to  operate. 
In  the  last  four  years,  we've 
installed  more  fiber  than  any  other 
local  communications  company. 
By  the  end  of  1984,  we'll  have  42 
million  fiber  meters  in  place  in 
major  market  areas  in  California. 
But,  again,  the  real  story  for  in- 
vestors is  where  we're  putting  it. 
The  1984  Los  Angeles  Olym- 
pic Games.  To  connect  24  widely- 
separated  Olympic  sites,  we've 
built  the  most  modern,  all-fiber 
metropolitan  communications  sys- 
tem in  the  world.  But  it  won't  just 
sit  there  now  that  the  Games  are 
over.  We're  marketing  it  to  large 
Southern  California  corporations. 

At  Pacific  Telesis  Group,  we 
believe  having  the  right  technology 
isn't  enough— for  our  investors 
or  our  customers. 

Technology  on  target  is  what 
really  pays  off 

If  you'd  like  more  information 
about  Pacific  Telesis  Group,  write 
Michael  McGreevy  Director,  In- 
vestor Relations,  140  New  Mont- 
gomery Street,  San  Francisco, 
California  94105. 


PACIFIC 

Group 


TELESIS 


Robin  Kinmomh 


Preston  Estep,  market  strategy  analyst  at  Salomon  Brothers 

Estep  is  skeptical  of  timers  who  work  from  chart-books  of  past  stock 
prices.  He  says,  "You  could  generate  a  series  of  prices  from  some  dice  and 
put  them  in  front  of  a  technician,  and  he'd  draw  a  trend  line."  So  what's 
that  Estep  chart  on  page  154?  It  involves  economic  factors  like  dividend 
yields,  so  it  is  more  fundamental  than  technical. 


The  unreality  of  the  hypothesis 
runs  much  deeper  than  that.  The  Mo- 
mentum Model,  in  the  jargon  of  tech- 
nicians, was  "backfitted."  Think 
about  that  a  minute.  The  formulas  are 
not  public,  and  they  were  created  by 
looking  backward.  They  could  be,  for 
all  we  know,  a  string  of  56  rules  like 
"Buy  when  Tl  between  15.2% 

and  15.7%  during  March  in  a  leap 
year."  There  is  no  way  to  verify 
whether  ZATTS'  "hypothetical  in- 
vestment performance"  represents 
anything  more  than  what  Zweig 
wishes  he  had  signaled.  If  hindsight 
brought  profits,  we  could  all  be  rich. 

For  a  more  fundamentalist  timing 
system,  let's  turn  to  an  "asset  alloca- 
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tion  model"  that  is  a  big  hit  these 
days  with  pension  funds.  There  is 
good  money  in  this  magic  model — 
fees  of  millions  of  dollars  a  year  at 
each  of  two  competing  investment 
advisory  firms,  each  of  them  peddling 
the  model's  performance  record  as  its 
own.  Between  the  two  of  them,  they 
have  $1.4  billion  obeying  the  model's 
signals. 

A  version  of  the  model  began  in  the 
early  1970s  at  Wells  Fargo  Bank, 
which  manages  $900  million  with  it. 
Many  of  the  Wells  Fargo  professionals 
who  ran  this  model  quit  a  year  ago  to 
offer  the  same  product  from  a  new  San 
Francisco  subsidiary  of  Pittsburgh's 
Mellon  National  Corp.  The  basic  an- 


nual fee  is  0.5%,  a  hefty  premium 
over  the  0.1%  going  rate  for  an  un- 
timed  index  fund,  or  a  passive  invest- 
ment in  the  S&P's  500  stocks. 

After  several  years  of  using  the  allo- 
cation formula  informally  in  its  trust 
department,  Wells  Fargo  put  real  cli- 
ent money  in  this  black  box  in  1977. 
Since  then  it  has  racked  up  impressive 
results.  Over  the  six  years  through 
last  December  it  averaged  almost  7% 
a  year  better  than  a  median  fund  mix- 
ing stocks  with  bonds. 

The  model  works  by  taking  consen- 
sus earnings  predictions  for  a  large 
group  of  stocks,  estimating  future 
dividends  and  discounting  the  divi- 
dend stream  to  present  values.  These 
are  compared  with  stock  prices  to  de- 
tect when  stocks  are  cheap.  When 
they  are,  the  model  advises  selling 
bonds  and  loading  up  on  stocks. 

No  stock-picking  is  involved.  The 
equity  portion  is  put  into  a  passive 
index  fund.  The  rest  is  usually  put  in 
bonds,  but  the  model  works  equally 
well  when  adapted  to  all-or-nothing 
switching  between  stocks  and  T  bills, 
with  stock  proportions  of  50%  and  up 
treated  as  bullish  periods. 

During  recent  bear  markets,  it  ap- 
pears, stock  prices  tumbled  faster 
than  earnings  estimates.  Evidently 
Wall  Street's  analysts  weren't  prone 
to  the  same  mood  swings  as  its  trad- 
ers. The  dividend  discount  model 
can't  predict  when  such  bearish  peri- 
ods will  begin  or  end,  but  it  is  sup- 
posed to  recognize  when  stocks  are 
relatively  cheap. 

All  this  is  distressing  to  academia's 
efficient-market  advocates,  who 
maintain,  in  spite  of  contrary  evi- 
dence, that  no  one  can  consistently 
beat  the  market.  Among  the  per- 
plexed is  Berkeley's  Roy  Henriksson, 
author  of  the  skeptical  paper  on  tim- 
ing by  mutual  funds.  Wells  Fargo 
hired  him  this  summer  to  evaluate  its 
model.  Henriksson  looked  at  the  pat- 
tern of  monthly  returns  over  1973-83 
and  concluded,  after  some  fairly  ab- 
struse analysis,  that  the  odds  against 
such  results  occurring  by  chance  are  1 
septillion  to  1.  Forbes  tried  10,000 
random  switching  strategies  over 
1974-83  and  found  1  in  2,000  doing  as 
well  as  the  Wells  Fargo  model,  still 
pretty  good.  Almost  certainly,  this 
model  is  doing  something  better  than 
dart  throwing. 

Or,  more  accurately,  the  model  was 
doing  better  than  dart  throwing. 
There  is  no  way  of  knowing  that  it  is 
still  working.  Besides  Mellon,  at  least 
three  other  money  managers  are  sell- 
ing asset  allocation  models.  Dividend 
discount  formulas  are  nothing  special 
anymore,  either.  Would  the  pattern  of 
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"an  a  copier  be  so  friendly 
*ven  the  boss  can  use  it? 


It  is  entirely  possible  that  a  boss,  even  a  chairman 
of  the  board,  could  be  given  instructions  as  sim- 
ple as  "push  these  two  buttons,"  and  cause  a 
Kodak  copier  to  perform  a  whole  series  of  com- 
plex jobs.  Automatic  feeding.  Copying  on  both 
sides.  Inserting  colorful  cover  and  slip  sheets. 
Collating,  stapling  and  stacking.  Even  reloading 
on  the  run.  With  two  buttons. 

Custom  preprogrammable  Kodak  copiers 
are  that  easy,  and  that  fast,  to  use.  Painstaking 
human  engineering  is  part  of  the  reason  why.  So 
is  a  very  powerful,  very  friendly  computer  that 
assists  operators. 

Using  a  Kodak  copier  is  as  easy  as  pushing  a 
button  or  two.  Getting  a  demonstration  is 
as  easy  as  calling,  or  sending  the  coupon. 
1  800  44KODAK  (1  800  445-6325)  Ext  324 


bdak  copiers 
can! 


Eastman  Kodak  Company,  CD4529.  Rochester,  NY  14650 

□  Please  send  me  details  on  the  latest  Kodak  copier- 
duplicators. 

□  Please  have  a  representative  call  for  an  appointment. 
Our  approximate  monthly  copy  volume 


Name_ 


Title- 


Company. 


Address. 


City. 


-State. 


.Zip. 


TelephoneJ 


I 

©  Eastman  Kodak  Company,  1984 
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Expected  real  return  from  stocks,  as  computed  by  Salomon's  Preston  Estep 
Dividend  yields,  bond  coupons  and  economic  growth  are  factored  into 
this  simple  formula  for  stock  market  timing.  The  trick  is  to  compare  the 
"expected  return" from  stocks — net  of  inflation— with  the  historical  range 
for  expected  real  return.  When  ERR  wanders  off  the  low  end,  stocks  are  too 
expensive,  and  a  sell  signal  is  generated  as  soon  as  ERR  turns  the  corner 
and  heads  up.  A  buy  is  created  after  the  ERR  figure  wanders  outside  the 
range  on  top.  What's  in  the  cards  now?  Estep  is  bearish.  He  pulled  all  his 
own  money  out  of  the  market  in  mid- 1983. 


excess  (and  in  early  years  hypotheti- 
cal) returns  have  happened  if  such 
models  had  been  in  wide  use  during 
the  1970s? 

Lurking  here  is  the  bigger  question 
of  whether  any  money  manager  can 
repeat  a  superior  performance.  So  few 
managers  can  that  it  is  wise  to  be 
skeptical,  especially  about  formula 
investing.  Wells  Fargo's  own  Patricia 
Dunn,  who  heads  the  timing  service, 
coauthored  a  revealing  paper  on  this 
subject  last  year  in  the  Journal  of  Port- 
folio Management.  She  wrote:  "Consis- 
tency tests  indicate  that  the  best  one 
can  hope  for  when  selecting  an  invest- 
ment manager  strictly  on  the  basis  of 
past  results  is  a  50-50  chance  of  suc- 
cess— about  the  same  odds  as  flipping 
a  coin." 

A  curiosity  in  the  timing  business 
is  a  simple  formula  concocted  by 
Tony  Estep,  45,  the  market  strategist 
at  Salomon.  Curious,  because  this 
wizard  hides  behind  no  curtain.  His 
recipe  is  pub] 

Here  is  how  Estep's  model  works.  It 
takes  the  average  yield  on  stocks,  cur- 
rently 4.7%.  It  adds  expected  real 
growth  in  the  ec  onomy  over  the  next 
five  years,  which  Salomon  economist 
Henry  Kaufman  is  putting  at  2.8%. 
Then  it  subtracts  an  i  on  penalty 

of  1.6% .  This  pes  i  lects  the  his- 

torical fact  that  companies  are  un- 
able, in  times  of  rising  prices,  to  keep 


their  profits  up  in  real  terms.  The  net 
result  is  called  the  "expected  real  re- 
turn" from  stocks.  The  current  ERR, 
by  Estep's  formula,  is  5.9%.  That  is 
low  in  relation  to  its  historic  range 
and  therefore  a  signal  that  stocks  are  a 
bit  overpriced  (see  chart  above). 

Among  ERR's  peculiarities  is  that  it 
currently  assumes  a  very  high  expect- 
ed long-term  inflation  rate  of  10.6%. 
(This  figure  is  used  in  deriving  the 
inflation  penalty;  that  is,  the  degree  to 
which  corporate  profits  can't  keep 
pace  with  inflation.)  The  model  uses 
10.6%  because  bond  yields  are  so  high 


these  days,  and  high  bond  yields  usu- 
ally mean  an  expectation  of  high  in- 
flation sometime  before  the  bond  ma- 
tures. But  there  is  an  obvious  weak- 
ness in  that  reasoning.  Bond  yields 
could  be  high  for  other  reasons  be- 
sides inflation — the  deficit,  for  one. 
Another  possible  pitfall  is  that  ERR 
uses  a  dividend  yield  without  any 
allowance  for  changing  policies  on 
payout  ratios,  which  Estep  concedes 
could  generate  absurd  results. 

As  for  being  backfitted,  the  Estep 
formula  is  right  up  there  in  cloudland 
with  the  Zweig  Momentum  Model. 
Estep  says  he  invented  the  formula  in 
1979  and  published  results  sporadical- 
ly only  since  then.  There  is  no  real- 
money  performance  record  to  go  with 
it.  Salomon  doesn't  manage  money. 

So  what  is  so  good  about  ERR?  Per- 
haps the  very  fact  that  it  is  disarming- 
ly  simple.  Over  the  past  decade  the 
mysterious  Zweig  model  calls  for  56 
switches  and  does  only  slightly  better 
than  the  Estep  model,  with  6  switch- 
es. Estep  makes  no  hard  sell  for  his 
formula  because  there  is  nothing  to 
sell.  Its  signals  are  distributed  free  to 
4,000  institutional  clients  on  a  Salo- 
mon mailing  list. 

When  Forbes  last  talked  with  these 
four  market  timers,  two  were  bullish 
(Zweig  and  Moni trend),  one  was  bear- 
ish (Estep)  and  one  was  on  the  fence 
(Wells  Fargo,  with  a  50-50  allocation). 
Which  means  that,  a  year  from  now, 
one  or  two  of  these  will  look  smart. 
But  it  will  take  more  time  than  that  to 
know  which  ones  were  merely  lucky. 

Says  consultant  Collins:  "In  1974 
we  had  27  market  timers  that  we  were 
following  really  closely,  but  all  of 
them  missed  the  1975  rally."  A  bad 
showing.  But  that  didn't  stop  the  tim- 
ers. In  any  human  endeavor  with  gold 
at  the  end,  hope  is  eternal.  Didn't  the 
alchemists  keep  at  it  for  centuries?  ■ 


The  "summer  rally" 


Summer  is  the  time  for  baseball, 
hot  dogs — and  summer  rallies. 
So  said  the  New  York  Times  in  July — 
presciently,  it  turned  out.  In  the 
first  three  days  of  August  the  mar- 
ket zoomed  8%. 

But  did  this  rally  really  vindicate 
the  technicians  who  see  patterns 
in  stock  market  prices?  In  support 
of  its  story  the  Times  cited  an  ar- 
resting figure  from  Robert  Stovall, 
senior  vice  president  at  Dean  Wit- 
ter Reynolds.  He  said  there  has 
been  a  summer  rally  for  38  of  the 
nast  39  years.  But  look  at  how  Sto- 
vall    defines    summer    rally.    It's 


when  the  high  for  the  Dow  over 
July,  August  and  September  is  at 
least  1%  higher  than  the  low  for 
the  Dow  oyer  May  and  June.  You 
should  do  a  double  take  on  reading 
that.  For  there  not  to  be  a  rally,  the 
market  almost  has  to  be  solidly 
bearish  during  the  five  months. 

Trading  patterns  are  in  the  eye  of 
the  beholder.  Says  Salomon's  Tony 
Estep,  a  nonbeliever  in  technical 
analysis:  "You  could  generate  a  se- 
ries of  prices  from  some  dice  and 
put  them  in  front  of  a  technician, 
and  he'd  draw  a  trend  line  and  a 
head  and  shoulders."— W.B. 
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Commitment  is  working  together 
to  make  the  future  happen.  Sharing 
the  hopes  and  dreams  that  bring 
you  closer  as  a  couple.  Commitment 
is  the  key  to  making  our  family  home  and  busi- 
ness what  we  want  them  to  be.  And  many 


INSURANCE  FROM 


OVA 


commitments  worth  keeping  re- 
quire thoughtful  protection.  The 
CNA  Insurance  Companies,  and  the 
agents  who  represent  us,  understand 
this.  We  provide  all  lines  of  insurance. ..to  help 
those  who  make  commitments  keep  them. 


CNA  Insurance  Companies/CNA  Plaza/Chicago,  IL  60685  •  Independent  agents  who  represent  CNA  are  listed  in  the  Yellow  Pages 
Personal,  Commercial,  Life  and  Health,  Employee  Benefits,  Professional  Liability,  Association  Programs,  Annuities  and  Pensions 


Westinghouse  has  developed  advanced  service  technologies 
to  help  managers  make  critical  decisions  using  accurate 
real-time  information. 

We're  pioneering  one  of  the  world's  first  practical  applications 
of  artificial  intelligence  to  help  electric  utilities  avoid  the  high  cos 
of  unplanned  downtime.  This  unique  system  will  be  capable  of 
monitoring  any  steam  turbine-generator  in  the  world,  around  the 
clock,  from  a  single  central  location.  With  it,  our  engineers  can 
accurately  diagnose  potential  problems  before  they  occur. 

For  industry,  our  total  process  management  system  is  so 
fast  a  single  operator  can  monitor  and  control  an  entire  plant 


and  never  receive  a  piece  of  information  that's  more  than  a 
second  old.  It  even  troubleshoots  itself  via  system-to-system 
remote  diagnostics. 

And  our  elevator  engineers  have  packaged  their  expertise 
into  a  portable  microprocessor-based  system  that  monitors  96 
separate  functions  simultaneously.  Now  building  managers  can 
receive  a  performance  analysis  of  their  entire  elevator  system. 

Advanced  service  technologies  like  these  are  emerging  in 
all  our  businesses. 

In  everything  we  do,  Westinghouse  is  130,000  people  around 
the  world  dedicated  to  quality  and  excellence. 

For  more  information,  call  800-245-4474.  In  Pennsylvania,  call  800-242-2550. 


You  can  be  sure... 
if  ifs  Westinghouse 


Richard  Robinson  tried  to  push  the  educa- 
tional publishing  company  his  father 
founded  into  the  computer  age.  Instead,  he 
may  have  pushed  it  to  the  brink. 

Go  to  the  back 
of  the  class 


By  Howard  Gold 


ften  someone  who  takes  over 
a  family  company  follows  in 


^^  Daddy's  footsteps.  But  not  M 
Richard  Robinson  Jr.  In  1982  he  took 
over  Scholastic  Inc.  from 
his  father  and  tried  to  take 
a  great  leap  forward. 

Largely  because  of  Rob- 
inson's new  ventures, 
Scholastic's  long  record  of 
profitability  is  shattered. 
The  New  York-based  edu- 
cational publishing  firm 
lost  nearly  $14  million  in 
the  year  ending  May  3 1  on 
sales  of  over  $155  million. 
But  the  bad  news  gets 
worse.  In  July  the  board  of 
directors  eliminated  the 
quarterly  dividend.  Then 
the  company  failed  to 
make  a  key  payment  to 
Prudential  Insurance,  its 
major  lender.  Arthur 
Young  &  Co.  issued  a 
qualified  opinion  of  Scho- 
lastic's financial  report. 
And  the  company  is  now 
negotiating  with  creditors 
to  restructure  $40  million 
in  long-term  debt.  Share 
prices  have  fallen  from  a 
high  of  $37  in  June  1983  to 
below  $12,  and  along  the 
way  the  Robinson  estate's 
5%  stake  in  the  firm's 
common  shares  has 
dropped  by  some  $2.7  mil- 
lion. All  this  because 
Richard  Robinson  was  se- 
duced— and  abandoned — 
by  high  technology. 

The  company  had 
shown  steady,  if  plodding, 
growth  through  the  1970s. 
But  in  1980  it  was  sudden- 


ly squeezed  by  rising  costs  and  an 
inability  to  raise  prices  to  schools 
faced  with  budgetary  constraints  and 
declining  enrollments.  Clearly  a  shot 
in  the  arm  was  needed.  But  where 
would  a  company  that  published  in- 


Robin  Kinmonth 


Scholastic  Chairman  M.  Richard  Robinson  Jr. 
Seduced — and  abandoned — by  high  technology, 


school  magazines  such  as  Junior  Scho- 
lastic, paperback  books  and  other  sup- 
plementary educational  materials 
find  a  new  source  of  growth? 

Robinson,  then  president,  plunged 
into  the  textbook  business,  where  the 
competition  was  formidable  and 
where  Scholastic  had  never  operated 
before.  After  spending  over  $5  million 
with  little  success,  he  decided  to  cut 
his  losses.  Margins  continued  to  dete- 
riorate. So  Robinson  looked  around, 
and  he  discovered  technology. 

With  the  blessing  of  his  father, 
Maurice  R.,  he  hit  upon  a  new  strate- 
gy: Stick  with  Scholastic's  conven- 
tional supplementary  education  ma- 
terials but  convert  them  to  the  com- 
puter age.  The  company  quickly 
launched  Family  Computing,  its  first 
consumer  magazine,  and  moved  into 
educational  software. 

In  1982  Maurice  Robinson  died,  and 
Richard  became  Scholastic's  chair- 
man. Well-mannered  and  reserved,  he 
hardly  seems  the  sort  who  would  take 
bold  initiatives.  Indeed,  former  em- 
ployees contrast  Robin- 
son's aloof  style  with  that 
of  his  father,  a  dynamic, 
outgoing  man. 

Maurice  Robinson  be- 
gan with  a  single  in- 
school  magazine,  The 
Scholastic,  in  1920,  and 
gradually  added  new  pub- 
lications over  the  next  40 
years,  branching  out  into 
book  clubs  in  the  1950s. 
Scholastic's  magazines, 
which  are  sold  to  school 
boards  and  students  them- 
selves, are  now  read  in 
more  than  60%  of  U.S. 
classrooms. 

Richard  Robinson,  47, 
denies  being  groomed  to 
fill  his  father's  shoes — 
even  though  his  path  to 
the  top  was  relatively 
smooth.  After  graduating 
from  Harvard  in  1959,  he 
taught  high  school  En- 
glish before  joining  Scho- 
lastic as  an  editor  in  1962. 
The  untimely  departure  of 
a  top  executive  propelled 
him  into  the  presidency  in 
1974,  at  what  even  he  ac- 
knowledges was  the 
young  age  of  37. 

In  announcing  Scholas- 
tic's move  into  high  tech, 
Robinson  projected  that 
the  new  businesses  would 
soon  account  for  half  the 
company's  revenues,  with 
pretax  margins  of  over 
10%.  He  wanted  to  use 
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Scholastic's  well-entrenched  sales 
force  to  sell  educational  software 
along  with  paperbacks  and  maga- 
zines. He  also  thought  the  company's 
brand  name  would  help  sell  software 
to  parents. 

The  new  software  line,  Wizware, 
including  Microzine  (a  bimonthly  soft- 
ware "magazine"),  got  favorable  re- 
views and  good  reactions  from  com- 
puter whiz  kids,  some  of  whom  still 
help  test  the  programs  after  school  on 
Apple  computers  in  Scholastic's  of- 
fices. Family  Computing  was  estab- 
lished on  similar  principles:  Find  a 
unique  market  niche  (a  magazine  for 
the  family  that  computes  together) 
and  sell  to  the  parents  on  the  strength 
of  the  Scholastic  name. 

It  all  made  sense  on  paper,  and  Rob- 
inson jumped  in  with  both  feet.  He 
gave  every  Scholastic  employee  a  mi- 
crocomputer— even  while  high  start- 
up costs  on  new  ventures  were  caus- 
ing layoffs  and  salary  freezes. 

To  finance  his  dream,  Robinson 
consolidated  all  the  company's  dis- 
tribution into  one  facility,  in  Jeffer- 
son City,  Mo.,  and  sold  off  the  rest. 
He  also  raised  funds  from  the  public. 
A  300,000-share  offering,  underwrit- 
ten by  Blyth  Eastman  Paine  Webber 
at  the  height  of  new-issue  fever  in 
June  1983,  sold  out  at  $35  a  share. 
Over  half  of  that  money,  some  $6 


million,  went  straight  into  the  new 
businesses. 

Last  year  they  produced  over  $9 
million  in  operating  losses.  "In  retro- 
spect," Robinson  concedes,  "we  obvi- 
ously tried  to  change  too  many  things 
at  once."  Educational  software,  of 
course,  quickly  became  a  very  crowd- 
ed market.  Lots  of  others  had  the 
same  idea  Robinson  did — everyone 
from  small  software  outfits  such  as 
Spinnaker,  Milliken  and  The  Learn- 


Scholtistic's  lenders  are 
pressing  Robinson  to  end 
his  operating  losses.  He 
must  come  up  with  a 
no-nonsense  business 
plan  to  break  even  this 
year.  This  may  mean 
dumping  some  of  those  new 
computer  ventures. 

ing  Co.  to  heavyweights  such  as  CBS, 
Xerox  and  SFN. 

Unfortunately,  the  expected  con- 
sumer demand  never  materialized.  So 
Robinson  now  plans  to  fall  back  on 
Scholastic's  traditional  strengths, 
selling  directly  to  educators.  But  here 
there  are  traditional  problems,  too. 
"You  can't  see  each  school  spending 
hundreds  of  thousands  of  dollars  on 
software,"  says  Anne  Wujcik  of  Tal- 


mis,  Inc.,  a  Chicago  market  research 
firm.  "They've  never  spent  that  much 
on  textbooks." 

Robinson's  luck  was  just  as  bad 
with  Family  Computing.  The  monthly 
magazine  has  exceeded  circulation 
goals  (now  375,000  an  issue,  up  from 
200,000  at  its  startup  last  September), 
but  advertising  is  another  story.  Page 
gains  are  slim  this  year,  well  below 
projections.  The  result  was  what  in- 
siders dubbed  "Black  Wednesday," 
when  Family  Computing's  staff  was 
slashed  by  25% .  Robinson  now  thinks 
that  the  magazine  won't  break  even 
until  next  summer. 

Scholastic's  lenders,  however,  are 
pressing  Robinson  to  end  his  operat- 
ing losses.  So  he  must  come  up  with  a 
no-nonsense  business  plan  that  has 
his  company  breaking  even  this  year. 
This  may  mean  dumping  some  of 
those  new  computer  ventures,  but 
Robinson  may  not  pine  too  long.  He 
cheers  up  considerably,  in  fact,  when 
he  discusses  his  latest  pet.  Scholastic 
Productions,  he  explains,  makes  mov- 
ies for  TV.  Even  though  it  loses  mon- 
ey and  accounts  for  only  2%  of  rev- 
enues today,  Robinson  predicts  that 
with  proper  prodding  it  will  soon  be 
profitable. 

So  Silicon  Valley  doesn't  appreciate 
Scholastic  Inc.  Perhaps  Hollywood 
will.  ■ 


\ 


TTTrrjaqci^jfc 


m^  *T- 


Companies  are  making  big  plans  in  San  Antonio. 


America's  tenth  largest  city  is  being  brought  into  focus  as  a  perfect  site  for  corporate  expansion  and  relocation.  For 
warehouse/distribution  centers.  Manufacturing  facilities.  Corporate/Regional  offices.  And  San  Antonio's  a  Free  Trade 
Zone.  With  nine  colleges  and  universities,  you'll  find  an  energetic,  trainable  workforce.  Plus  a  lifestyle  charged  with 
Sunbelt  energy.  Just  ask  Advanced  Micro  Devices,  Southwest  Research  Institute.  USAA  and  Datapoint.  Join  these  arid 
other  companies  that  have  designs  on  San  Antonio. 
And  start  making  big  plans  for  big  profits. 

For  an  Executive'Summary  and  more  information,  contact: 

Stephanie  A.  Coleman,  President,  San  Antonio  Economic  Development  Foundation, 

PO.  Box  1628,  San  Antonio,  Texas  78296,  (512)  226-1394. 
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Honeywell  andlaylor  Diving 

are  keeping  an  eye 

on  sunken  treasure  in  the 

Gulf  of  Mexico. 


Sub-sea  vehicle 
tracking  systems. 

Taylor  Diving  is  one  of  the 
world's  largest  suppliers  of  underwater 
construction  and  engineering  services 
for  the  off-shore  oil  industry. 

Working  1,000  feet  below  the 
surface,  to  install  drilling  platforms  or 
inspect  pipelines,  puts  extraordinary 
pressure  on  crews  and  equipment. 
That's  why  Taylor  needs  precise  control 
over  their  remotely  operated  sub-sea 
vehicles  (ROVs).  And  that's  why  they 
got  together  with  Honeywell. 

Together,  we  developed  a 
system  which  allows  operators  on  the 
surface  vessel  to  track  ROVs.  This 
system  tells  the  operator  of  these 
unmanned  vehicles  precisely  where  a 


vehicle  is  located,  where  its  equipment 
is  needed,  and  how  to  get  there. 

Taylor  first  used  this 
tracking  system  in  the  Gulf  of  Mexico 
to  help  install  an  oil  drilling  platform 
taller  than  the  Empire  State  Building. 
On  this  job,  the  tracking  system 
increased  ROV  efficiency  by  as  much 
as  50%. 

Honeywell  worked  closely  with 
Taylor  Diving  to  design  the  ROVtracking 
system.  It's  this  kind  of  cooperation 
that  keeps  industry  working  with 
Honeywell  to  find  solutions,  anywhere 
they're  needed. 

If  you'd  like  to  know  more  about 
our  work  with  Taylor  Diving,  or  how 
we  could  work  with  you,  contact  us. 
Call  800-328-5111,  extension  1516.  (In 
Minnesota,  call  collect  612-870-2142, 
extension  1516.) 


Together,  we  can  find  the  answers. 

Honeywell 


The  United  Mine  Workers  of  America  used 
to  make  coal  companies  quiver.  Not 
now — which  is  why  there  wasnt  a  strike. 

A  shadow  of 
its  former  self 


AP/Wide  World  Pho 


By  Carol  E.  Curtis 


Back  in  the  Fifties  John  L.  Lew- 
is held  an  iron  grip  on  the  Unit- 
ed Mine  Workers  of  America 
and  on  much  of  U.S.  industry.  He 
would  negotiate  an  agreement  with 
one  coal  company,  then  threaten  to 
strike  another  if  it  failed  to  accept 
similar  terms.  The  union  controlled 
substantially  all  the  nation's  coal  ton- 
nage. Even  a  short  strike  could  devas- 
tate the  economy,  and  the  Mine 
Workers  ruthlessly  exploited  the  fact. 
Management  usually  gave  the  union 
what  it  demanded. 
How  times  have  changed.  The  con- 


Former  UAfW  strongman  John  L  Lewis 
Running  a  union  based  onfear. 


tract  just  approved  by  union  members 
calls  for  one  of  the  smallest  wage  in- 
creases since  the  Depression,  10.25% 
over  three  years.  On  job  security,  a 
favorite  union  demand,  the  document 
says  little.  Miners,  nonetheless,  rati- 
fied the  new  contract  overwhelmingly. 

Why?  Since  1955  the  UMW's  share 
of  U.S.  coal  production  has  shrunk  by 
about  half,  to  40% .  The  big  increases 
have  been  mostly  in  the  West,  which 
should  produce  35%  of  the  nation's 
coal  this  year.  But  most  western  mines 
are  surface  operations,  and  the  men 
who  run  these  huge  machines  don't 
use  picks  and  shovels.  If  they  belong  to 
any  union,  it  is  likely  to  be  the  Operat- 
ing Engineers,  not  the  UMW. 

Even  in  the  East  the  UMW's  influ- 
ence is  slipping.  After  the  crime-rid- 
den tenure  of  Tony  Boyle,  the  mem- 
bers picked  Arnold  Miller  to  clean 
house  in  1973.  Miller  was  an  up-from- 
the-pits  miner  but  no  leader.  During 
his  tenure  the  union  was  plagued  by 
wildcat  strikes  and  developed  an  im- 
age of  unreliability.  Says  one  coal 
company  executive,  "You  had  a  bum- 
bling president  and  a  bunch  of  crazies. 
You  just  didn't  want  to  associate  with 
the  UMW." 

Mechanization  was  another  union 
enemy.  Many  companies — Eastern 
Associated  Coal  Corp.,  for  example — 
already  use  longwall  mining  to  pro- 
duce as  much  as  50%  of  their  deep 
coal,  and  they  are  planning  to  increase 
that  amount. 


Requiem  for  a 

heavyweight 

As  the  nation's  coal  production  has  expanded,  the 
UMW's  share  has  grown  steadily  smaller.  Why?  West- 
ern coal  from  non-UMW  mines  is  responsible  for 

much  of  the  output  gain  in  recent  years.  But  industry 
changes  and  the  union's  own  weakness  are  also  fac- 
tors in  a  decline  that  will  be  hard  to  reverse. 

UMW's  share  of  total  national  coal  production 
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Sources:  National  Coal  Association,  Bituminous  Coal  Operators  Association 
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There  are  two  ways 

to  track  the 
blue  chip  market. 

But  only  one  way 
to  trade  it. 


Tracking  the  blue  chip  market  is  some- 
thing the  Dow  Jones  Industrial  Average 
has  been  doing  for  years.  (It's  made  up  of 
30  major  industrial  corporations,  so  it  does 
it  exceedingly  well.) 

The  catch  is,  you  can  track  the  blue  chip 
market  with  the  Dow  Jones  Industrial  Av- 
erage— but  you  can't  trade  options  on  it. 

You  can  with  options  based  on  our 
Major  Market  Index. 

We  designed  our  Index  specifically  to 
track  the  blue  chip  market.  (It's  made  up  of 
20  blue  chip  stocks — 15  of  which  are 
found  in  the  Dow  Jones  Industrial  Average.) 

How  well  does  it  do? 

Since  1981 ,  our  Index  has  had  a  97% 
correlation  with  the  Dow  Jones  Industrial 


Average.  (We  can't  promise  that  this  de- 
gree of  correlation  will  continue  in  the  fu- 
ture. But  we  have  hopes.) 

So  if  you  want  merely  to  track  the  blue 
chip  market,  the  Dow  Jones  Industrial 
Average  will  do  just  fine. 

But  if  you  want  to  trade  it — use  our  Major 
Market  Index  Option.  It's  the  only  way. 

Of  course,  index  options,  like  all  invest- 
ments, involve  risks.  Up  to  the  full  amount 
of  the  premium  paid  for  puts  or  calls  may 
be  lost  in  a  brief  period  if  the  investor  is 
wrong. 

For  a  discussion  of  the  uses  and  risks  of 
index  options,  ask  your  broker  or  the 
Amex  for  basic  options  and  index  options 
disclosure  documents. 


97%  correlation  with  the  Dow  Jones  Industrial  Average* 

Our  Major  Market  Index  is  designed  to  track  major  blue  chip  industrials.  In  fact.  15  major  industrial  corporations 
are  found  in  both  the  Dow  Jones  Industrial  Average  and  the  Major  Market  Index. 

Here  is  a  complete  list  of  stocks  making  up  our  Index:  American  Express;  AT&T;  Chevron;  Coca-Cola;  Dow 
Chemical;  Du  Pont:  Eastman  Kodak;  Exxon;  General  Electric;  General  Motors;  IBM;  International  Paper.  Johnson 
&  Johnson;  Merck  &  Co  ;  Minnesota  MmingS  Mfg.;  Mobil;  Philip  Morris;  Procter  &  Gamble;  Sears  Roebuck; 
and  US.  Steel 
•January  1981-June  1984 
There  can  be  no  assurance  that  this  degree  of  correlation  will  continue  in  the  future. 


AMEX 

American 
Stock  Exchange 


86  Trinity  Place 

New  York.  New  York  1 0006 


American  Stock  Exchange  1984 


Dow  Jones  Industrial  Average 
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Two  Opinions 

On  Living 
In  Richmond. 


-MBS*®*. 


BIASED. 


UNBIASED. 


There  are  two  ways  to  get  an  idea  of  what  it's  like  to  live  in  the 
Richmond  Area. 

You  can  ask  the  people  who  live  here,  as  an  independent  research 
firm  recently  did.  They  discovered  that  both  new  and  long-time  Rich- 
mond residents  believe  they  have  a  lot  to  be  thankful  for. 

Or  you  can  get  a  second  opinion— from  a  respected  national  publi- 
cation like  "USA  TODAY"  In  the  6/14/83  issue,  Robert  H".  McNulty, 
President  of  Partners  for  Livable  Places,  a  non-profit  organization 
financed  by  the  National  Endowment  For  The  Arts,  predicts  Richmond 
is  one  of  six  areas  likely  to  win  1984's  "Most  Livable  City"  award. 

The  Richmond  Area.  Now  our  reputation  for  being  a  great  place  to 
work  is  being  matched  by  our  reputation  for  being  a  great  place  to  live. 

The  Richmond  Area 

Find  out  what  the  people  who  work  here  think  about  living  here. 

Contact  the  Metropolitan  Economic  Development  Council,  Suite  4.  201  E.  Franklin  Street, 

Richmond,  VA  23219     804/643-3227. 

©1983  MEDC 


UMW  miners  in  West  Virginia 
Who's  afraid  of  their  union  now? 

A  younger  generation  of  eastern 
miners  came  along  who  prized  steady 
work  over  a  militant  union.  Mining 
firms,  such  as  Mapco  and  Black  Beau- 
ty Coal  Co.,  could  promise  above- 
union-level  wages  in  return  for  free- 
dom from  restrictive  work  rules.  By 
the  early  1980s  the  UMW  was  mining 
352  million  tons  of  coal  a  year,  17% 
less  than  in  1970.  "Today  the  impact 
of  a  [UMW]  strike  on  the  industry 
would  be  zero,"  declares  Morris  Fei- 
busch,  a  vice  president  with  the  Bitu- 
minous Coal  Association  (BCOA).  "It 
could  go  on  forever,  and  the  same 
amount  of  coal  would  be  produced." 

In  1982  Richard  Trumka  took  over 
as  president  and  worked  hard  to  cut 
unauthorized  walkouts.  Productivity 
of  UMW  members  jumped  46%  from 
1978  to  1983.  "You  are  now  looking  at 
80  months  of  uninterrupted  produc- 
tion, which  has  got  to  be  a  plus  for  the 
union,"  adds  Joel  Price,  a  coal  analyst 
at  Donaldson,  Lufkin  &  Jenrette. 
Price  predicts  that  by  February  1988, 
when  the  current  contract  is  due  to 
expire,  the  UMW  will  have  begun  to 
rebuild  its  strongholds  in  West  Vir- 
ginia, Pennsylvania  and  Kentucky. 

Will  the  UMW  regain  its  old  power? 
Almost  certainly  not.  West  Virginia  is 
the  number  one  UMW  state,  and  one 
company  predicts  that  employment 
in  the  state's  mines  will  stabilize  at 
30,000.  That  doesn't  sound  bad,  until 
you  realize  it  is  50%  below  today's 
depressed  level  of  45,000.  William 
Miernyk,  a  West  Virginia  labor  econo- 
mist, sums  up  the  outlook.  He  thinks 
that  despite  the  loss  of  overseas  mar- 
kets, U.S.  coal  production  will  rise  to 
1  billion  tons  by  the  year  2000.  "But 
the  UMW  has  become  a  local  union," 
he  explains.  "It  will  probably  have 
very  little  to  say  about  the  future."  ■ 
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We  compose 

insurance  programs 

that  endure. 

For  more  and  more  "bargain  rate"  business 
insurers  and  their  clients  the  overture  is 
over.  And  many  clients  who  opted  for  lower- 
premium  liability  insurance  from  new- 
comer "composers"  are  finding  that  the 
song  has  ended,  but  their  liability  lingers  on. 

Due  to  lack  of  knowledge  and  experi- 
ence in  specialized  coverages,  several 
specialty  insurers  have  suffered  major 
underwriting  losses.  As  a  result,  they  are 
discontinuing  coverage  in  these  areas,  or 
are  dramatically  restricting  the  types 
of  risks  they  will  write. 

If  your  company  was  caught  up  in  this 
there 's-no-tomorrow  approach  to  insurance 
sales,  and  is  today  experiencing  an  interrup- 
tion or  drastic  reduction  in  coverage,  per- 
haps it's  time  to  get  back  to  the  basics. 

Shand,  Morahan  &  Company  is  one  of 
the  most  respected  names  in  business  liabil- 


ity insurance.  We  have 
been  writing  this  cover- 
age continuously  over 
the  years.  Our  premiums 
are  based,  as  they  should 
be,  on  long-term  underwriting  results  and 
research  knowledge.  Not  on  the  helter-skelter 
of  a  competitive  insurance  marketplace. 

We  approach  claims  in  an  equally  pro- 
fessional and  realistic  manner:  as  a  basic 
part  of  the  insurance  function,  with  claim 
costs  factored  into  underwriting  rates.  And 
when  major  claims  are  made  against  your 
policy,  we  have  adequate  resources  to  cover 
them.  We  don't  automatically  cut  back  or 
discontinue  your  coverage.  We  go  on. 
Together.  With  business  as  usual. 

Simply  because:  our  usual  business  is 
business  liability.  And  we're  dedicated  to 
doing  it  right. 


Shand, 
Morahan 
&  Company 


Shand  Morahan  Plaza     Evanston,  Illinois  60201 
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The  Funds 


Corporate  chairmen  get  bonuses  for  per- 
formance, so  why  shouldn't  portfolio  man- 
agers? Better  yet,  the  money  men  get 
docked  for  underperforming. 

Management  by 
Theory  Z 


pay  for  the  privilege  of  managing 
money.  For  every  5  percentage  points 
that  Z-Seven  beats  or  loses  to  the 
S&P's  500,  0.5%  is  added  to  or  sub- 
tracted from  the  management  fee. 

SEC  rules  sharply  restrict  incentive 
fees  for  investment  advisers,  one  of 
the  rules  being  that  the  bonus  formula 
has  to  be  symmetrical:  If  a  fund  man- 
ager wants  to  increase  his  fee  when  he 
is  doing  well,  he  has  to  decrease  it  in 
equal  proportion  in  bad  times.  That 
rule  falls  a  bit  short  of  its  intended 
impact,  however.  Suppose  the  market 
is  flat  for  two  years  and  that  Z-Seven 
beats  it  by  100  percentage  points  the 
first  year  but  underperforms  by  50 
percentage  points  the  next.  Having 


By  John  Hayes 


Barry  Ziskin  has  a  lot  riding  on 
his  six-month-old  Z-Seven 
Fund.  If  the  fund  outperforms 
the  stock  market  by  100  percentage 
points  over  the  course  of  a  year,  he 
collects  a  hitherto  unheard-of  1 1  %  of 
assets  as  his  management  fee.  Flip  side 
of  this  formula  is  that  if  Z-Seven  un- 
derperforms the  S&P's  500  Index  by 
100  percentage  points,  he  returns  9% 
of  12  months'  average  daily  net  assets 
to  shareholders.  That  may  be  small 
consolation  to  investors — whose 
stake  could  have  been  just  about 
wiped  out  in  this  worst-case  scenar- 
io— but  it's  more  commitment  than 
you'd  get  from  the  typical  adviser. 

Paying  for  performance  is  not  pecu- 
liar to  Z-Seven.  Michael  Lipper  of  Up- 
per Analytical  Services  has  identified 
35  funds,  mostly  growth  funds,  that 
use  performance  fees.  The  Vanguard 
Group  in  Valley  Forge,  Pa.  uses  such 
fees  at  seven  of  its  funds,  including 
Explorer,  Ivest,  W.L.  Morgan  Growth 
and  Windsor. 

Incentive  pay  also  has  fans  at  Fidel- 
ity Group,  a  large  Boston  mutual  fund 
manager  that  uses  it  at  seven  of  its 
funds.  Says  Frank  Nesvet,  Fidelity 
treasurer:  "It's  like  a  football  contract 
[that  says]  you've  got  to  score  10 
touchdowns  [to]  earn  your  salary.  If 
you  score  12,  I'm  going  to  give  you 
$1,000  a  touchdown.  If  you  score  8, 
I'll  take  $1,000  a  touchdown  away. 
It's  wonderful  for  the  shareholders." 
Still,  Ziskin's  arrangement  is  un- 
usual because  of  the  potential  size  of 
the  performance  fee.  It  can  equal  and 
even  surpass  the  base  fee  of  3  %  of  net 
assets  annually.  Thus,  if  results  were 
poor  enough,  Ziskin  would  have  tc 


doubled  their  money  one  year  and 
halved  it  the  next,  fundholders  would 
be  back  where  they  started.  But  they 
would  owe  Ziskin  a  10%  bonus  for 
the  good  year  and  get  back  only  a  5% 
rebate  for  the  bad  year. 

Instances  of  such  extreme  volatility 
apart,  incentive  fees  are  probably  a 
very  good  thing  for  mutual  fund  in- 
vestors. Most  fund  managers  are  paid 
fees  equal  to  a  certain  percentage  of 
assets,  so  the  only  way  to  make  more 
money  is  to  increase  the  amount  of 
assets  under  management.  But  enlarg- 
ing the  asset  pool  can  damage  perfor- 
mance, so  that  the  shareholder's  in- 
terests are  sacrificed  for  those  of  the 
fund  managers.  Incentive  fees  coun- 
teract that  urge,  says  Budge  Collins,  a 
pension  fund  consultant  in  Newport 
Beach,  Calif.  Indeed,  he  goes  a  step 
further,  putting  his  own  money  in 
private  hedge  funds  whose  managers 
get  a  hefty  chunk  of  gains  but  don't 
chip  in  for  losses.  But  similar  lopsided 
arrangements  are  also  common  in 
publicly  registered  tax  shelters,  ven- 
ture capital  pools  and  the  like,  and 
many  of  them  have  been  very  disap- 
pointing for  small  investors. 

Even  with  the  SEC  regulations 
against  asymmetric  performance  bo- 
nuses at  mutual  funds,  there  is  still 
plenty  of  room  for  managers  to  align 
their  own  financial  interests  with 
those  of  their  investors.  Barry  Zis- 
kin's aggressive  move  may  help  put 
more  attention  on  this  overlooked  as- 
pect of  fund  managing.  ■ 


Paying  for  performance 

SEC  rules  keep  incentive  pay  for  fund  managers  balanced,  with  the 
manager  getting  docked  for  underperforming.  Perhaps  because  of  that, 
most  bonus  formulas,  besides  Z-Seven's,  are  timid. 

Fund 

Assets        - 
6/30/84 
(mils) 

— Forbes  rating 

UP             DOWN 
mkts             mkts 

12-month 
total  return1 

Hypo- 
thetical 
bonus2 

Explorer  Fund 

$237.3 

A                    C 

-26.0% 

0.075% 

Fidelity  Discoverer  Fund 

91.7 

• 

-18.7 

0.200 

Fidelity  Magellan  Fund 

1,613.7 

A+                 B 

-12.8 

0.200 

Hartwell  Growth  Fund 

11.0 

A+                 T- 

-24.3 

0.500 

Hartwell  Leverage  Fund 

38.6 

A+                  F 

-44.9 

0.500 

Ivest  Fund 

168.9 

B                    D 

-4.8 

0.075 

Lindner  Fund 

339.8 

C                    A  + 

5.4 

0.200 

WL  Morgan  Growth  Fd 

370.7 

B                    D 

-13.4 

0.075 

Omega  Fund 

23.1 

B                     F 

-19.8 

0.250 

Wellington  Fund 

563.4 

B                     F 

-0.3 

0.020 

Windsor  Fund 

1,887.3 

B                    A 

2.8 

0.100 

2-Scven  Fund 

12.6 

• 

-11.6s 

1.500 

i     '      ■  il  appreciation  plus  income  dividend.     2Bonus  in  management  fee,  as  a  percent  of  average  net 
i              assuming  performance  15  percentage  points  above  stock  index.     ^Six-month.     *Fund  not  rated. 
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Risk  Management  and  Profit  in  the  1980s 


By  John  Powers  and  Kevin  Koy 

In  early  1980,  silver  and  gold  prices 
were  skyrocketing.  Silver  eventually 
peaked  at  $50  an  ounce  and  gold  at 
$850.  Occidental  Petroleum  Corp.  was 
planning  to  open  a  gold  and  silver  mine 
in  Nevada  in  1981.  So  the  chairman, 
Armand  Hammer,  ordered  the  sale  of  fu- 
tures contracts  equal  to  the  expected 
output-6  million  ounces  of  silver  and  17 
thousand  ounces  of  gold-on  the  Comex 
futures  market  and  locked  in  a  $119  mil- 
lion profit  before  a  single  ounce  came 
out  of  the  ground. 

Hedgers,  like  Occidental  Petroleum, 
use  the  market  to  protect  gains  on  an 
underlying  instrument  or  investment, 
while  investors  intend  to  profit  by  using 
the  futures  markets  whether  or  not  they 
have  an  underlying  investment. 

Highly  liquid  futures  and  options  mar- 
kets operate  in  Chicago,  New  York,  Lon- 
don, Philadelphia,  Kansas  City,  Toronto, 
Sydney,  Singapore  and  Hong  Kong.  Fi- 
nancial futures,  which  began  in  Chicago 
in  1972,  are  now  traded  in  all  these  cen- 
ters. Their  volume  has  mushroomed  to 
nearly  half  the  total  volume  of  the  140 
million  futures  contracts  traded  in  1983. 

Options  on  futures,  cash  instruments 
and  stock  indexes,  which  began  trading 


between  October  1982  and  March  1983, 
show  even  greater  potential  growth. 
The  Chicago  Board  Options  Exchange's 
S&P  100  index  increased  1300%  in  vol- 
ume in  the  last  year  alone. 

Risk  and  Reward 

The  addition  of  options  as  an  invest- 
ment and  hedging  tool  provide  enor- 
mous advantages  because  of  today's 
market  volatility.  In  the  1970s  when  infla- 
tion was  on  the  upswing,  speculators 
were  convinced  that  U.S.  inflation  would 
underpin  an  ever-rising  value  of  tangible 
assets  and  currencies.  Now,  it  is  impos- 
sible to  make  a  confident  prediction 
about  the  direction  of  prices  except  for 
the  shortest  time  period,  which  makes 
outright  position  taking  extremely  risky. 
To  compensate  for  volatility,  sophisti- 
cated players  assess  both  risk  and  re- 
ward when  taking  a  position,  estimating 
maximum  loss  as  well  as  profit  potential. 

Investors  can  use  risk/reward  strategy 
to  profit  from  futures  and  options.  Each 


offers  distinct  advantages.  Both  are 
priced  on  the  basis  of  some  underlying 
instrument,  for  example,  an  index  of  the 
cash  value  of  stocks.  Both  futures  and 
options  prices  move  in  the  same  general 
direction  as  the  underlying  instrument, 
but  each  differs  significantly. 

Futures  offer  strong  leverage  to  buy  or 
sell  the  underlying  instrument,  often  at 
5%  or  less  of  full  value.  But  the  futures 
market  disciplines  speculation  by  requir- 
ing payment  of  an  initial  margin,  as  well 
as  a  variation  margin  that  changes  with 
each  day's  closing  price.  A  loser  must 
keep  paying  additional  margin  as  long 
as  he  holds  a  contract.  His  risk,  like  his 
profit  potential,  is  unlimited. 

An  option  grants  the  holder  the  right, 
but  not  the  obligation,  to  buy  (a  call)  or 
sell  (a  put)  an  underlying  instrument  at 
a  given  price.  There  are  no  additional 
payments,  so  risk  is  limited  to  the  initial 
payment,  or  premium. 

Both  futures  and  options  can  help  to 
control  the  cost  of  the  greatest  variables 
for  most  business  and  financial  institu- 
tions-money and  raw  materials. 
Wes  Cole,  president  of  Applied  Decision 
Systems  in    _  St.  Charles,  Illinois,  and 
formerly  in   A  charge  of  hedging 
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operations  at  Keebler  Co.,  points  out 
that  potential  hedgers  can  determine  the 
value  of  hedging  by  measuring  whether 
they  do  better  or  worse  than  the  average 
prices  paid  for  a  given  commodity  over  a 
year.  "If  you're  in  a  position  where  you 
can  contract  forward,  use  futures,  or  op- 
tions, then  you  have  the  opportunity  to 
time  your  purchasing  decision,"  he  says. 

One  problem  holding  hedging  back 
is  a  lack  of  understanding  of  futures, 
although  major  grain  companies  have 
been  using  them  to  hedge  for  decades. 
Another  is  a  reluctance  to  pay  for  margin 
calls,  which  can  amount  to  thousands 
of  dollars  a  day,  and  which  take  place 
months  before  a  hedged  position  is 
closed  out. 

Risk  Management 

The  Federal  Home  Loan  Bank 
Board  has  decreed  that  as  of  October  31 , 
savings  institutions  must  implement 
programs  to  deal  with  interest  rate  risk. 
Most  affected  by  the  new  rule  are  thrifts, 
which  face  a  common  problem:  They 
receive  low  rates  on  assets  (mortgages 
made  years  ago  at  low  fixed  rates)  but 
must  pay  high  rates  on  deposits.  The 
"mismatch"  arose  because  of  unexpect- 
edly sharp  interest  rate  rises. 

Futures  appeal  to  such  institutions  be- 
cause they  correspond  to  large  portions 


FUTURES&OPTIONS 


of  the  financial  markets,  are  highly  liquid, 
and  the  markets  offer  exchange  clearing- 
houses which  eliminate  creditworthiness 
concerns. 

Since  1981  Rochester  (NY)  Commu- 
nity Savings  Bank  has  been  hedging  up 
to  45%  of  its  $2.7  billion  portfolio  with 
interest  rate  futures.  Says  investment 
department  chief  Ed  Pettinella,  "We  do 
not  want  to  be  subjected  to  rising  inter- 
est rates,  and  we  believe  that  futures  are 
the  key  factor  that  will  keep  us  viable  as 
a  financial  entity." 

RCS  uses  futures  to  construct  a  bal- 
ance sheet  closely  attuned  to  the  market- 
determined  cost  of  money.  By  pricing 
both  loan  rates  and  deposit  rates  from 
Treasury  yield  curves,  RCS  keeps  a  well 
matched  book. 


THE  MOST  REWARDING  CALL  YOU'LL 
EVER  MAKE  MAY  JUST  BE  TO 

CARGILL 
INVESTOR 
SERVICES 

Whether  your  interest  is  in  futures  or  futures  options 
for  financial  instruments,  stock  indices  or  commodities, 
we  promise  you  our  professionalism  as  futures  brokers. 

One  call  can  tell  you  how  accessible,  responsive  and 
knowledgeable  we  are.  As  for  performance  and  reputa- 
tion, we  live  up  to  the  century  old  Cargill  tradition 
of  excellence.  Start  the  most  timely  market  move  you've 
ever  made.  Pick  up  the  phone  and  call  CIS. 

CALL  1-800-621-4475 

(IN  ILLINOIS  call  1-312-435-8300) 


Chicago,  New  York,  Atlanta,  San  Francisco,  Kansas  City,  Miami, 
Minneapolis,  Geneva,  London,  Zurich 

CIS  is  a  separately  managed  subsidiary  of  Cargill.  Inc.  and  is  a  clearing  member 
of  all  major  U.S.  futures  exchanges.  ©1984  CIS 


Futures  also  serve  as  a  check  on  pric- 
ing effectiveness.  Whereas  thrifts  have 
previously  changed  rates  only  based  on 
local  competition,  futures  keep  rates 
tied  to  the  real  cost  of  funds.  Says  Pet- 
tinella, "If  the  pricing  committee  wants  to 
raise  rates  1/4  point  in  Rochester,  I'll 
remind  them  if  Treasury  bill  futures 
didn't  have  a  tandem  move  to  justify  the 
increase." 

Offsetting  Risk 

After  speculators,  the  first  major  users 
of  financial  futures  were  major  broker- 
dealers  which  risk  their  own  capital, 
such  as  Salomon  Brothers,  First  Boston, 
Goldman,  Sachs  and  Kidder,  Peabody. 

As  leading  buyers  of  U.S.  government 
paper,  they  were  most  exposed  to  risk 
following  the  Treasury  auctions,  because 
they  must  resell  to  the  retail  market  to 
take  a  profit.  By  reselling  the  equivalent 
of  its  own  purchase  in  a  market  such  as 
U.S.  Treasury  bond  futures,  a  dealer 
insures  the  price  of  its  own  holdings. 

Mortgage  companies  are  gradually 
becoming  heavier  users  of  interest  rate 
futures  to  protect  themselves  from  ad- 
verse rate  changes.  Insurance  compan- 
ies that  hold  fixed  income  securities 
are  increasingly  becoming  involved  in 
hedging ,  not  only  with  Treasury  bond 
futures,  but  also  with  bond  options. 

Corporations  are  making  indirect  use 
of  futures  through  a  product  known  as 
the  interest  rate  cap  loan.  This  provides 
protection,  for  a  fee,  to  the  customer  who 
has  borrowed  money  at  floating  rates. 
Among  the  two  most  active  users  of  this 
type  of  product  are  real  estate  devel- 
opers and  people  involved  in  leveraged 
buyouts  (LBOs). 

Corporations  are  also  using  currency 
options,  which  give  them  insurance 
against  an  adverse  currency  move, 
without  the  risk  of  holding  a  position  in 
the  market. 

If  the  currency  rises,  a  corporation 
profits  on  the  difference  between  the 
higher  spot  rate  in  the  future  and  the 
cost  of  the  option.  If  the  currency  falls, 
the  option  becomes  another  incremental 
cost  added  to  the  cost  of  buying  the  cur- 
rency in  the  future.  If,  however,  a  corpo- 
ration makes  a  forward  contract  instead 
of  an  option,  it  may  be  forced  to  accept 
delivery  of  a  currency  at  a  rate  far  higher 
than  the  rate  in  the  market  at  that 
future  time. 

As  a  result  of  the  flexibility  afforded 
with  options,  major  corporations  like 
Apple  Computer  and  Union  Carbide  are 
using  them  to  protect  against  the  risks 
of  currency  exposure.  Most  options 
business  is  done  over  the  counter  by 
major  banks,  which  use  the  currency 
options  market  at  the  Philadelphia  Stock 
Exchange  to  price  and  hedge 
themselves. 


At  the  New  York  Futures 
Exchange,  experienced  equities 
investors  have  found  a  new  way  to 
leverage  their  position  in  the  market. 

They  are  using  NYSE  Stock 
Index  Futures,  a  product  based 
on  all  the  more  than  1500 
common  stocks  listed  on  the 
New  York  Stock  Exchange. 

If  you  have  a  strong 
feeling  about 
where  the  Big 
Board  is 
headed  and 


can  handle  risk,  NYSE  Index 
Futures  represent  a  cost-efficient 
way  for  you  to  turn  your  opinions 
into  a  single  buy  or  sell  decision. 

A  relatively  small  amount  of 
capital  is  required  to  establish  a 
substantial  position  in  the  market, 
or  to  hedge  an  existing  one. 

NYSE  Index  Futures  are 
extremely  liquid,  so  you'll  never 
be  locked  into  a  position. 

Because  they  move  quickly 
and  are  so  highly  leveraged,  NYSE 
Index  Futures  represent  the 


potential  for  substantial  and  rapid 
gains.  For  those  same  reasons,  they 
also  represent  the  potential  for 
substantial  losses. 

Stock  index  futures  are  not 
right  for  everyone.  To  find  out  if 
NYSE  Stock  Index  Futures 
should  be  part  of  your  strategy, 
contact  your  broker.  For  more 
information, call  the  New  York 
Futures  Exchange  at  1-800-221- 
7722.  In  New  York,  212-623-4949. 


New  York 
Futures  Exchange 
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We've  just  made 
futures  as  easy  as 
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With  round-turn  commissions  from  $8  to  $25... 

through  instant  access  to  the  world's  major  futures  exchanges. . . 
and  all  the  benefits  of  trading  futures  at  reduced  commission  rates. 

At  312«FUTURES  our  highest  full  round-turn  commission  is  just  $25.  Mid-Am 
Mini's  are  as  low  as  $8.  And  the  more  you  trade,  the  lower  our  commission  goes. 

How  much  can  you  save  with  312-FUTURES? 


CONTRACT 

COST  PER  TRADE  ^""1 
phone  survey 

312-FUTURES 

Saves  You 

on  Each 

Contract 

E.  F. 
Hutton 

Merrill 
Lynch 

Prudential 
Bache 

Paine 
Webber 

312- 

FUTURES 

S&P  500 
Silver 
Gold 
Corn 

$85 
$90 
$90 
$70 

5100 
5100 
5100 
5  80 

5  90 
5125 
5125 
5  90 

5100 
5100 
5100 
5  65 

525  Max 
525  Max 
525  Max 
525  Max 

$55-575 
565-5100 
575-5100 
$40-565 

With  insight  and  advice  from  Ned  Davis 
and  Dr.  Martin  E.  Zweig 

We  know  good  information,  timely  insight  and  helpful  recommendations  are  a 
must  to  stay  on  top  of  today's  volatile  futures  markets.  So  we  give  our  qualified 
accounts  the  highly  regarded  Davis/Zweig  Futures  Hotline  free. 

In  fact,  if  you  call  us  today,  we'll  give  you  the  same  Davis/Zweig  Futures  Hotline 
and  Phone  Update  Service,  absolutely  free,  for  the  next  30  days. 

©  I  And  a  free  QuoTrek"  Quotation  Monitor  for 
'  constant  awareness  of  price  changes! 


Just  open  an  account  to  trade  with  312'FUTURES  and  you  can  have  a 
.399  cordless,  go  anywhere,  use  anytime  QuoTrek  Quotation  Monitor  by 
Dataspeed,  free. 

This  handy  device  can  put  real-time  quotes  on  over  7,000  commodity  futures 
and  stocks  in  the  palm  of  your  hand,  at  the  push  of  a  button. 

Don't  you  deserve  the  floor  trader's  edge?  Call  us  and  discover  how  we  can 
help  make  your  futures  trading  as  easy  as  3-1-2. 

(800)  621-3424 

312-FUTURES 

A  wholly-owned  subsidiary  of  Oppenheimer  Rouse  Futures  Inc. 

Member  Mercantile  House  Group 

150  South  Wacker  Drive  •  Suite  1920  •  Chicago,  IL  60606 

The  Discount  Futures  Broker  Who  Never  Discounts  Service! 


Stock  Indexes 


No  market  has  exploded  with  the 
same  growth  as  stock  indexes.  A  former 
official  of  Salomon  Brothers  recalls  how 
a  large  institutional  player  approached 
the  firm  shortly  after  stock  index  futures 
began  trading  in  1982.  It  wanted  to  sell 
off  its  entire  S&P  500  portfolio,  but  main- 
tain an  equity  position  by  buying  S&P 
500  futures.  Salomon  took  four  minutes 
to  execute  the  futures  transaction,  but  it 
took  120  brokers  three  days  to  unload 
the  stock. 

In  six  months,  he  says,  the  institution 
had  achieved  300%  of  its  expected  rate 
of  return. 

Stock  index  futures  and  options  have 
revolutionized  traditional  capitalism. 
They  offer  the  ability  to  own  a  basket 
of  stocks-an  index-which,  to  varying 
degrees,  tracks  the  stock  market. 

Prior  to  the  advent  of  stock  index  in- 
struments, the  large  portfolio  holder 
could  not  liquidate  without  significant 
price  impact  on  the  stocks  being  sold. 
With  index  instruments,  the  individual  or 
corporation  can  own  a  significant  number 
of  stocks,  yet  have  the  flexibility  to  trans- 
fer risk  out  of  the  portfolio  at  a  moment's 
notice-and  at  commissions  that  run  1/8 
to  1/10  the  cost  of  stock  commissions. 

Stock  indexes  provide  flexibility  and 
leverage.  This  flexibility  becomes  espe- 
cially apparent  not  only  when  wishing 
to  get  out  of  the  market,  but  also  when 
wishing  to  go  short.  Rules  that  apply  to 
selling  stock  short,  like  only  selling  a 
stock  short  on  an  uptick,  or  not  receiving 
long-term  capital  gains  treatment-don't 
apply  to  selling  indexes  short. 

The  public  is  unaware  of  another 
insider  secret:  the  law  of  gravity  applies 
to  the  stock  market  as  well  as  to  physics. 
Money  is  made  faster  in  selling  a  market 
short  at  a  high  price  and  buying  it  back 
at  a  cheaper  price;  markets  fall  more 
quickly  than  they  rally. 

Furthermore,  institutions  and  individ- 
uals don't  have  either  to  dump  their 
stocks  or  begin  a  major  buying  program 
when  they  sense  a  major  change  in 
the  direction  of  the  market.  Buying  and 
selling  index  options  or  index  futures 
enables  them  to  achieve  the  invest- 
ment return  they  want  immediately. 

Kemper  Financial  Services  Co.  moved 
a  substantial  amount  of  cash  reserves 
into  S&P  100  call  options  when  the  stock 
market  began  rallying  in  late  July,  profit- 
ing to  the  tune  of  millions  of  dollars  as 
the  market  soared  on  unprecedented 
buying  volume.  "We  loaded  up  with  calls 
as  a  hedge,  and  it  worked  like  a  charm," 
says  Tom  Richards,  a  Kemper  vice  presi- 
dent in  Chicago. 

Bullish  investors  can  cut  their  down- 
side losses  by  combining  a  long  (buy)  fu- 
tures position  and  buying  a  put.  If  futures 
go  up,  they  subtract  the  put  premium  for 


"I  trade  the  CME's  S&P  futures  and  options 

for  volatility,  liquidity  and  a  range  of  trading  strategies 

J  can't  find  in  our  oil  markets. " 


-CD.  Bale,  president 
Panoco  Oil  Co.,  Houston 


"I  began  trading  the  index  products 
for  my  firm  when  things  were  slow 
in  the  oil  markets.  The  result 
exceeded  expectations  to  the  point 
where  I  now  trade  for  my  own 
account  as  well. 

"I  trade  the  CME's  S&P™  futures 
and  options  for  volatility,  liquidity 
and  a  range  of  trading  strategies  I 
can't  find  in  our  oil  markets.  I  get 
the  leverage  I  need  to  take  full 
advantage  of  strong  up  and  down 
moves  in  the  market.  And  the  fact 
that  I  can  write  options  against  a 
long  futures  position  means  extra 
cash  flow.  Writing  options  smooths 
the  volatility  of  my  futures  portfolio 
when  I'm  less  certain  of  market 
direction. 

"In  fact,  the  futures  and  options 
at  the  Chicago  Mercantile  Exchange 
work  so  well  together  I  don't  see 
how  any  serious  investor  can  ignore 
them." 

CD.  Bale  is  just  one  of  thousands 
of  individuals  who  have  put  S&P 
futures  and  options  to  work  for 
them.  To  learn  more  about  how 
you  can  take  advantage  of  these 
important  contracts  at  the 
Chicago  Mercantile  Exchange, 
ask  your  broker  for  copies  of 
"Inside  S&P  Futures"  and  "Inside 
S&P  500  Options."  Or  call  us  at 
800/THE-MERC.  In  Illinois,  call 
312/930-1000.  ■ 


i&R"  Standard  &  Poors,"  "S&P  500,"  "S&P  100,"  "500"  and  "100  are  trademarks  ot  the  Standard  &  Poor's  Corporation, 


.assa.  CHICAGO 
:==:=:  MERCANTILE 
^F  EXCHANGE 

FUTURES  AND  OPTIONS  WORLDWIDE 

30  South  Wacker  Drive   Chicago,  Illinois  60606 

800/843-6372    In  Illinois,  312/930-1000 

67  Wall  Street    New  York  10005    212/363-7000 

27  Throgmorton  Street   London  EC2N  2AN    01/920-0722 


■— — 
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NOW  IHERE  ARE  TWO 
WAYS  10  TAKE  ADVANTAGE 


New  Double  Index  Options 
(NDX)  and  NYSE  Index  Options 
(NYA)  are  both  trading  on  the  New 
York  Stock  Exchange. 

Together,  these  options 
present  additional  opportunities 
for  experienced  investors  who  are 
interested  in  getting  in  or  out  of 
the  market  quickly. 

Both  index  options  track 


movements  in  all  the  more  than 
1500  common  stocks  listed  on 
the  Big  Board.  The  major  difference: 
NYSE  Double  Index  Options  are 
larger  contracts  created  by  doubling 
the  base  value  of  the  NYSE  Index. 
Contract  size  affects  how  an 
option  behaves  and  how  well  it 
will  serve  your  trading  strategies. 
NDX  offers: 
•  faster  movement 

wider  daily  price  swings 
•  more  strike  prices 

•  more  opportunities 
for  short-term 
traders 


NYA  offers: 

•  moderate  movement 

•  narrower  daily  price  swings 

•  lower  premiums  and  margins 

•  more  flexibility  to  offset  stock 
market  risk 

Of  course,  no  option  is  appro- 
priate for  every  investor.  Ask  your 
broker  to  help  you  decide  whether  the 
uses  and  risks  of  NYSE  Index  Options 
or  NYSE  Double  Index  Options  are 
right  for  you.  And  read  the  disclosure 
documents  for  options  and  index 
options  which  can  be  obtained  from 
your  broker  or  by  calling  the  New  York 
Stock  Exchange  at  1-800-692-6973. 
In  New  York,  212-623-8533. 


New  York 
Stock  Exchange 


a  net  profit.  If  futures  go  down,  they  earn 
money  by  exercising  the  put,  and  sub- 
tracting the  loss  on  the  future.  A  bearish 
investor  does  the  opposite:  selling  an 
index  future  and  buying  a  call,  just  in 
case  the  market  goes  up. 

The  stock  market  did  not  fall  sharply 
between  January  and  July  1984  partially 
due  to  put  buying. 

Suresh  L.  Bhirud,  a  portfolio  strategist 
at  First  Boston  Corp.  in  New  York,  noted 
that  many  aggressive  managers  had 
been  buying  puts  on  the  broader  stock 
averages  like  the  S&P  500,  the  Chicago 
Board  Options  Exchange's  S&P  100,  the 
American  Stock  Exchange's  20-stock 
Major  Market  Index,  and  the  New  York 
Stock  Exchange  Composite  Index. 

These  index  options  did  not  start  trad- 
ing until  1983.  Put  buying  gave  someone 
who  expected  a  market  decline  the 
opportunity  to  benefit  from  that  decline 
without  actually  having  to  liquidate 
stock.  Had  these  index  options  not  been 
available,  there  is  no  telling  how  far  the 
stock  market  might  have  declined  before 
new  buying  carried  it  up  again. 

As  a  consequence,  volume  in  index 
futures  and  options  is  growing  rapidly. 
One  financial  futures  specialist  at  a  ma- 
jor brokerage  estimates  that  he  trades 
$4  to  $8  billion  daily  with  the  S&P  500 
contract,  trading  as  much  as  $200  mil- 
lion in  a  matter  of  minutes  when  the 


FUTURES&OFTIONS 


market  hits  what  he  considers  a  "fair 
value"  price. 

Pension  Funds 

A  portfolio  manager  in  charge  of  pen- 
sion assets  says,  "I  guess  we're  in  kin- 
dergarten since  we  don't  use  futures 
and  options  at  all,  and  maybe  others 
have  a  high  school  education  or  so.  But 
financial  futures  are  still  new.  I  don't 
think  many  institutional  investors  are  that 
far  along." 

Many  are  starting  to  move,  however. 
An  official  for  the  pension  fund  of  one  of 
the  three  major  U.S.  automakers  admits 
that  "futures  help  us  change  our  asset 
mix  very  fast,  from  bonds  to  stocks.  This 
takes  a  while  when  you  have  six  or  so 
money  managers  trying  to  add  to  or  to 


decrease  your  position  in  stocks.  With 
stock  index  futures,  you  have  a  superior 
asset  mix  tool." 

Others  agree.  Many  large  pension 
funds  have  started  to  use  index  futures 
as  a  way  to  regulate  exposure  in  equi- 
ties, or  other  financial  futures  to  regulate 
exposure  in  cash.  The  most  notable 
case:  Manville  Corp.  of  Denver. 

Currently  Manville's  $700  million 
pension  fund  of  equities  and  bonds  is 
hedged  with  index  futures.  Although  the 
program  was  initiated  recently,  Jim  Neill, 
director  of  trusteed  benefit  funds  and 
payroll  at  Manville,  claims  it  would  have 
resulted  in  a  0.5%  better  return  than 
a  similar  asset  allocation  program 
adjusting  for  risk  directly  in  stocks  and 
equities. 

Aetna  Life  and  Casualty's  hedge  pro- 
gram with  stock  index  futures  is  smaller 
in  terms  of  capital,  due  to  regulations 
imposed  on  insurance  companies,  but 
results  are  favorable  as  well.  From  May 
8, 1984  to  July  31 ,  1984,  its  Fiduciary 
Hedge  Account  had  a  net  loss  of  only 
1.61%,  while  the  S&P  500  suffered  a  net 
loss  of  5.49%. 

Successful  Speculation 

The  futures  markets  are  filled  with 
contradictions.  Multimillionaires  who 
never  finished  high  school  compete  sue- 


IT  TAKES  BRAINS, 
GUTS  AND  $69.95. 


COMEX.  The  Game,  is  a  new  computer  program 
that  simulates  gold  and  silver  option  trading. 

Experienced  traders  can  see  how  their  gold  and 
silver  option  strategies  perform  under  real  market 
conditions. 

Beginners  can  learn  how  to  create  and  test 
option  trading  strategies  using  combinations  of 
calls,  puts  and  futures. 

COMEX.  The  Game,  creates  gold  and  silver 
option  prices  using  historical  futures  price  data 
and  a  sophisticated  options  pricing  model. 
It's  just  $69.95  and  is  available  for  the 
IBM  PC.  To  order  call  800-233-3443.         f     \ 
Or  clip  the  coupon  today.  Learn  how   ^ 
to  be  successful  with  options  with         C_^ 
COMEX.  The  Game.    /~~~^-^ 

\\  $* 

Yes,  I  want  (     )  copies\     v  , 
of  COMEX.  The  Game. 
(a  $69.95  each. 

MailtoOptionsDept.,  COMEX, 4WorldTradeCentcr,  Now  York,  NY  10048 


Name 

Company 

Address 

c„v          (       ( 

Stale 

( 

,Zip 

Telephone 

Business 

Computer  Type:   IBM  PC. 
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The  World's  Metals  Market 
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Mr.  John  Doe 
Any  Street 
ArvyT0*n,U.S.A. 
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MAYBE  IT'S  TIME  FOR  A  CHANG 

Would  You  Like  To  Have  A  Copy  Of  The  TRACK  RECORD 
That  Everyone  In  The  Industry  Is  Talking  About  But  Doesn't 
Want  You  To  See  ? 

CALL  FOR  YOUR  PERSONAL  COPY 
1-800  643-5971 


COMMODITIES.  INC. 

600  S.  Pine 
Harrison,  AR  72601 


Toll  Free  1-800  643-5971 
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In  AR  (501)  741-4653 

CURRENTLY  ACCEPTING 
BROKER  RESUMES 


cessfully  against  business  people  with 
advanced  degrees  who  may  never  make 
money. 

Richard  Dennis,  a  34  year  old  trader, 
has  amassed  a  futures  fortune  he  quietly 
estimates  to  be  "somewhere  between 
$100  million  and  $200  million." 

Yet,  despite  the  few  who  are  able  to 
accumulate  vast  fortunes  in  a  relatively 
short  time,  success  eludes  the  majority 
of  traders.  An  estimated  85%  of  all  the 
public  speculators  who  trade  lose 
money.  Dennis  believes  the  losses  are 
due  two-thirds  to  bad  money  manage- 
ment technique  and  one-third  to  poor 
judgment  about  the  market. 

"To  follow  good  trading  principles  is 
tough,"  Dennis  says.  "You're  swimming 
upstream  against  human  nature." 

Successful  traders  must  figure  out  the 
market  for  themselves,  and  try  not  to  be 
influenced  by  news  or  by  others'  opin- 
ions, Dennis  says. 

Successful  futures  trading  requires 
the  individual  to  think  in  ways  which  are 
foreign  to  human  nature.  The  successful 
speculator  has  to  be  a  contrarian,  as- 
suming whatever  the  consensus  (read: 
experts)  expects  is  wrong. 

Average  people  lose  money  in  futures 
because  they  make  decisions  about 
money  not  rationally,  but  emotionally. 
They  lose  money  in  the  stock  market, 
and  the  leverage  available  in  futures 


FUTURES&OPTIONS 


allows  them  to  do  what  they  would  do 
in  stocks,  only  much  faster. 

One  trader  requesting  anonymity  said, 
"When  you're  wrong  in  futures,  it's  now. 
It's  not  like  when  you're  wrong  in  real  es- 
tate, where  you  can  hang  on  for  15  years 
until  you're  right." 

When  initiating  a  position,  successful 
traders  buy  or  sell  a  percentage  and  add 
on  in  stages  only  if  the  position  goes  as 
expected  (i.e.,  buying  more  as  it  rallies). 
They  neither  add  if  the  position  goes 
contrary  nor  buy  or  sell  all  at  once. 

The  typical  person  experiencing  a 
loss  on  a  stock  or  future  doesn't  accept 
it.  When  faced  with  a  losing  position,  he 
suddenly  becomes  an  investor,  holding 
the  unexpected  loss  for  the  long-term  - 
no  matter  how  low  the  stock  or  future . 


Sadly,  the  same  person,  should  the 
trade  become  a  winner,  often  becomes 
a  trader,  taking  his  profits  much  too 
quickly.  The  typical  reaction  is  to  treat 
the  winning  position  like  a  hot  potato. 

The  successful  futures  professional 
treats  losing  trades  like  the  hot  potato. 
As  one  successful  trader  says,  "Taking 
losses  is  like  cancer  protection-early 
detection  makes  for  the  greatest  chance 
for  survival.  Think  of  your  losing  trades 
as  tumors:  you've  got  to  remove  them- 
and  quickly."  In  short,  when  taking 
losses,  become  a  trader.  When  you  have 
a  profit,  become  an  investor. 

Here,  some  additional  trading  secrets: 

1 .  The  single  most  important  rule:  learn 
to  love  taking  small  losses,  and  make 
it  automatic. 

2.  Trade  with  the  trend,  the  path  of  least 
resistance. 

3.  If  looking  for  an  uptrend,  look  for 
higher  highs  and  higher  lows.  Look 
for  the  reverse  to  detect  a  downtrend. 

4.  Never  risk  more  than  10%  of  your  risk 
equity  on  a  single  day,  and  ideally  no 
more  than  5%. 

5.  Never  take  a  profit  just  to  take  a  profit. 

6.  Don't  initiate  a  trade  unless  it  has  at 
least  a  three  to  one  risk-reward  ratio. 

7.  Buy  strength;  sell  weakness. 
While  the  more  successful  traders 

concur  about  these  rules,  they  also 
agree  that  making  money  trading  futures 
is  not  as  easy  as  it  may  appear. 

They  think  most  people  would  like  to 
carve  out  a  comfortable  living  and  are 
not  prepared  to  devote  themselves  com- 
pletely to  study,  discipline  and  hard 
work.  According  to  trader  Tom  Willis, 
"This  industry  is  not  geared  to  make 
people  comfortable  livings.  It  is  geared 
for  someone  to  make  a  fortune  or  to  wipe 
him  out.  There  is  no  spot  in  between." 

Except,  of  course,  with  options.  Some- 
one who  had  bought  out-of-the-money 
puts  on  the  August  gold  delivery  at 
Comex  would  have  made  substantial 
profits  by  purchasing  them  just  before 
gold  began  a  $60  slide  in  early  June. 
As  the  market  fell,  the  puts  increased 
sharply  in  value,  and  would  have  been 
sold  at  a  substantial  profit. 

On  the  other  hand,  someone  expect- 
ing a  major  bond  market  rally  could  buy 
out-of-the-money  calls  on  U.S.  Treasury 
bond  futures.  One  trader  who  did  so 
spent  $6,250  on  the  calls,  the  bond 
market  rallied,  and  he  sold  them  for 
$150,000.  Had  he  held  on  until  expira- 
tion, they  would  have  been  worth 
$1.3  million. 

In  both  cases,  timing  was  of  the 
essence.  The  option  market  continually 
revalues  the  future.   ■ 

John  Powers  is  the  editor  and  pub- 
lisher, Kevin  Koy,  the  managing  editor,  of 
Intermarket  Magazine,  a  Chicago-based 
futures  and  options  publication. 


THERE  ARE  MANY  OPTIONS  STRATEGIES. 
BUT  THERE  IS  ONLY  ONE 
OPTIONS  EXCHANGE. 


As  the  only  Exchange  devoted  exclusively  to  options, 

The  Options  Exchange  offers  you  deep  liquidity,  competitive 

pricing  and  the  greatest  range  of  options  products. 


Over  half  of  the  world's  options  trans- 
actions are  handled  by  The  Options 
Exchange.  Because  of  our  concentration, 
we've  become  the  leading  force  in  the 
options  market.  That  offers  the  investor 
many  unique  opportunities. 

In  liquidity,  for  example,  the  ability 
to  move  quickly  in  and  out  of  the  market 
is  critical  in  options.  And  our  trading  vol- 
ume is  so  great  that  one  of  our  index 
option  products  alone  has  shown  greater 
trading  volume  than  the  total  volume  of 
al[  index  contracts,  options  and  futures, 
at  all  other  exchanges  combined. 

In  pricing,  The  Options  Exchange  is 
an  open  auction  market  to  keep  quoted 
prices  on  options  more  competitive. 

In  fact,  in  every  measure  by  which 
you  judge  a  transaction,  our  concentra- 
tion on  options  can  make  a  difference  in 
your  trading. 

Whether  you  view  options  as  a 
vehicle  for  potential  gain  or  as  a  defen- 
sive tool  for  protecting  your  portfolio,  we 
have  the  options  products  for  your 
investment  strategy. 

The  option  more  investors  use 
than  any  other. 

Trading  levels  have  broken  all 
records  in  our  S&P  100  Index  Option 
(trading  symbol:  OEX).  One  reason  for 
its  success  is  thai  the  S&P  100  Index 
tracks  the  market  with  such  precision. 

That  enables  you  to  use  OEX  to  put 
into  action  your  beliefs  about  the 
direction  of  the  entire  market.  Or  use  it 
to  hedge  against  broad  market  risk. 

No  wonder  OEX  has  become  the 
most  successful  option  product  ever 
created. 

Three  perfect  markets 

for  stock  options: 

up,  down,  and  unchanged. 

For  every  kind  of  market,  there  is  an 
effective  equity  options  strategy. 

In  an  advancing  market,  call 
options  on  stocks  can  help  you  take 
advantage  of  an  increasing  equity  value. 
In  declining  markets,  put  options  can 


lock  in  the  right  to  sell  a  stock  at  a  fixed 
price,  and  so  protect  against  loss.  And 
that  just  skims  the  surface  of  stock 
options  strategies. 

Only  The  Options  Exchange  offers 
you  options  on  145  common  stocks.  Each 
gives  you  the  leverage  of  controlling  a 
large  amount  of  stock  with  a  limited  in- 
vestment and  a  limited  exposure. 

T-Bond  Options:  A  tool  to 
defuse  interest  rate  volatility. 

T-Bond  options  give  investors  a  way 
to  control  their  exposure  to  fluctuations 
in  interest  rates. 

Not  only  are  they  a  valuable  tool  for 
Treasuries  holders,  they're  also  an  effec- 
tive shield  for  the  entire  field  of  fixed-rate 
financial  insturments. 

With  them  you  can  leverage  long- 
term  investments  or  protect  a  portfolio 
against  depreciation.  And  the  only  place 
to  trade  T-Bond  Options  is  The  Options 
Exchange. 

Whats  coming: 

OTC  Options  and  more. 

As  the  needs  of  today's  investors 
change,  The  Options  Exchange  will  sup- 
ply the  options  products  to  meet  those 
needs. 

Right  now,  we  are  readying  options 
on  OTC  stocks  for  introduction.  In  the 
traditionally  volatile  OTC  market, 
the  experience  and  expertise  that 
we  bring  to  options  trading  will  be 
particularly  important. 

Options,  like  all  invest- 
ments, involve  risks  and  are  not 
for  everyone.  For  important  in- 
formation on  the  uses  and  risks 
of  index  options,  ask  your  broker 
or  call  The  Options  Exchange  for 
basic  options,  debt  options  and 
index  options  disclosure  docu- 
ments. 

CALL:  (800)  535-CBOE 
In  Illinois:  (312)  786-7237 
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145  Stock  options 


A.G.  Edwards  S  Sons 
Alexander  &  Alexander 
Aluminum  Co.  of  America 
Amdahl 

American  Electric  Power 
American  Express 
American  Hospital  Supply 
American  Telephone  & 

Telegraph 
AMP 
Apache 

Atlantic  Richfield 
Avon 
Bally  Mfg. 
BankAmerica 
Baxter  Travenol  Labs 
Bethlehem  Steel 
Black  &  Decker 
Boeing 

Boise  Cascade 
Bristol-Myers 
Brunswick 
Burlington  Northern 
Burroughs 
Capital  Cities 
CBS 

Celanese 
Cessna  Aircraft 
Champion  Intern. 
Chicago  8.  North 

Western 
CIGNA 
Citicorp 
Coastal 
Coca-Cola 
Colgate-Palmolive 
Commonwealth  Edison 
Computer  Sciences 
Continental  Illinois 
Control  Data 
Corning  Glass 
Cullinet 
Datapoint 
Delta  Air  Lines 
Diebold 

Digital  Equipment 
Disney 

Dow  Chemical 
duPont 

Eastman  Kodak 
Eckerd  (Jack) 
Engelhard 
Exxon 

Federal  Express 
First  Boston 
First  Chicago 
Fluor 

Ford  Motor 
Freeport-McMoRan 
General  Dynamics 
General  Electric 
General  Foods 
General  Motors 
Great  Western  Financial 
Gulf  +  Western 
Halliburton 
Harris 

Hewlett-Packard 
"•         Hitachi 

Holiday  Inns 
Homestake  Mintng 
Honeywell 
Hughes  Tool 
Humana 
Intern!  Business 
Machines 


lntern'1  Flavors  A 

Fragrances 
lntern'1  Minerals  A 

Chemical 
lntern'1  Paper 
lntern'1  Telephone 

&  Telegraph 
Johnson  &  Johnson 
Kmart 
Kerr-McGee 
Limited 

Litton  Industries 
Loew's 
Loral 

Mary  Kay  Cosmetics 
McDonald's 
Medtronic 
Merck 

Merrill  Lynch 
Middle  South  Utilities 
Minnesota  Mining  &  Mfg. 
Mobil 
Monsanto 

Natl.  Semiconductor 
NBI 
NCR 

Norfolk  Southern 
Northern  Telcom 
Northrop 

Northwest  Airlines 
Northwest  Industries 
Occidental  Petroleum 
Owens-llltnois 
Paine  Webber 
Paradyne 
Pennzoil 
PepsiCo 
Polaroid 
Ralston  Purina 
Raytheon 
RCA 
Revlon 
Reynolds  (RJ) 
Rockwell  Intern  'I 
ROLM 
Sabine 

Safeway  Stores 
Schlumberger  Ltd. 
Sears,  Roebuck 
Skyline 
Southern  Co. 
Southwest  Airlines 
Sperry 
Squibb 

Standard  Oil  Co.  (Ind.) 
Storage  Technology 
Superior  Oil 
Syntex 
Tandy 
Tektronix 
Teledyne 
Texas  Instruments 
Tidewater 
Toys  "R"  Us 
UAL 

United  Technologies 
Upjohn 

Viacom  lntern'1 
Wal-Mart  Stores 
Walter  (Jim) 

Warner  Communications 
Weyerhaeuser 
Williams 
Winnebago 
Xerox 
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Taxing  Matters 


When  Congress  swapped  FSCsfor  DISCs  in 
order  to  appease  our  trading  partners,  it 
swapped  a  headache  for  a  Band-Aid  for 
beleaguered  U.S.  exporters. 

Trying  it 
their  way 


By  Laura  Saunders 


T|  iny  Charlotte  Amalie,  cap- 
ital of  the  U.S.  Virgin  Islands, 
population  19,000  including 
suburbs,  is  a  sleepy  old  town  of  nar- 
row winding  streets,  gentle  trade 
winds,  lush  tropical  flamboyant  trees 
and  plenty  of  duty-free  shops. 

Come  November,  however,  Char- 
lotte Amalie  could  turn  into  a 
boom  town  as  thousands  of  U.S. 
companies  send  people  in,  clamor- 
ing for  office  space,  bank  accounts, 
telex  machines  and  employees. 
Reason:  a  change  in  the  tax  laws, 
which  requires  U.S.  firms  to  set  up 
a  new  subsidiary  outside  the  U.S. 
or  risk  losing  a  15%  tax  exemption 
on  goods  they  export. 

U.S.  Virgin  Islands  officials,  de- 
lighted at  the  prospect  of  such  ef- 
fortless economic  boom,  blithely 
insist  there's  plenty  of  staff  and 
facilities  for  everybody. 

What  started  all  this  was  the  tax 
act  passed  last  June,  which  elimi- 
nated the  Domestic  International 
Sales  Corp.  and  replaced  it  with  a 
Foreign  Sales  Corp. — FSC  (pro- 
nounced fisk)  for  DISC.  DISCs  were 
paper  subsidiaries  set  up  in  1971  to 
shelter  exports  from  taxes.  By  theo- 
retically routing  their  foreign  sales 
through  a  DISC,  which  was  just  an 
extra  set  of  books  at  company  head- 
quarters, companies  received  gener- 
ous tax  deferrals. 

But  no  sooner  was  DISC  created 
than  our  trading  partners  in  the  Gen- 
eral Agreement  on  Tariffs  and  Trade 
(GATT)  cried  foul.  They  insisted  that 
the  DISC  was  an  illegal  subsidy  and 
started  a  ten-year  campaign  to  abolish 
it.  Technically,  our  trading  partners 


were  right,  partly  because  it  was  a  tax 
deferral,  not  an  exemption.  The  U.S. 
global  tax  system  is  unique  in  taxing 
overseas  earnings.  "Because  our 
GATT  partners'  territorial  systems 
don't  tax  profits  earned  abroad,  they 
can  in  fact  subsidize  exports,"  says  Eli 
Fink,  international  tax  partner  at  De- 
loitte,  Haskins  &.  Sells.  The  DISC  was 
an   effort    at    "leveling   the    playing 


Chas  B  Slackman 


field"  by  deferring  taxes  on  what  our 
GATT  partners  don't  tax  at  all.  Unfor- 
tunately, however,  the  GATT  rules 
don't  allow  the  DISC  form  of  subsidy. 
Given  a  $100  billion  trade  deficit  and 
the  certainty  of  GATT  sanctions  on 
the  DISC,  there  seemed  to  be  only  one 
solution:  Replace  it  with  an  accept- 
able substitute. 

Well,  if  you  can't  beat  'em,  join  'em. 
The  new  FSC  mirrors  precisely  the 
subsidy-producing  features  of  our 
GATT  partners'  tax  systems.  The 
only  significant  difference  is  that  we 
disclose  the  amount  of  the  subsidy 


and  they  don't — which  could  give  the 
U.S.  leverage  in  future  GATT  talks. 
The  FSC  subsidiary  provides  roughly 
the  same  tax  benefit  as  a  DISC  did, 
but  as  an  outright  exemption  rather 
than  a  tax  deferral.  Unlike  DISC, 
however,  these  subsidiaries  must  be 
incorporated  outside  the  U.S.,  and 
they  must  also  perform  certain  eco- 
nomic activities  abroad  to  qualify. 

But  here's  the  rub:  Nobody  knows 
yet  which  countries  (other  than  the 
U.S.  Virgin  Islands  and  Guam,  so  far) 
will  qualify  as  sites  for  FSCs,  or  how 
much  economic  activity  will  be  re- 
quired. Since  FSCs  need  to  be  in  place 
by  Jan.  1,  that  doesn't  leave  compa- 
nies much  time  to  act.  Still  angry 
about  Switzerland's  intransigence  in 
Marc  Rich-type  problems,  Congress 
ruled  that  other  countries  will  be  eli- 
gible only  if  they  have  acceptable  in- 
formation-exchange agreements  with 
the  U.S.  and  left  it  to  Treasury  to 
compile  the  list. 

The  IRS  has  promised  the  country 
list  for  mid-October.  But  even  that 
won't  settle  things.  Since  any  foreign 
tax  paid  on  a  FSC  cannot  be  credited 
against  U.S.  taxes,  the  countries  on 
the  list  will  first  have  to  enact  legisla- 
tion giving  FSCs  special  treatment. 
The  IRS   must  also  determine 
what  exactly  a  FSC  must  do.  It  will 
have  to  have  a  bank  account,  and  it 
will    probably    receive    confirma- 
tions on  all  international  sales  and 
transportation  arrangements, 

among  other  things.  But  can  these 
routine  functions  be  contracted 
out  to  a  management  company, 
which  performs  them  for  dozens  of 
FSCs?  The  current  thinking  is 
"yes,"  but  the  regulations  aren't 
due  out  till  about  the  beginning  of 
November. 

"We  know  we'll  have  a  FSC,  but 
we  don't  know  where,"  says  Glenn 
White,  director  of  taxes  for  Dow 
Chemical.  A  few  firms,  like  East- 
man Kodak,  have  acted  on  what's 
already  known.  "We  have  bought  a 
building  and  are  setting  up  a  FSC  in 
the  Virgin  Islands,"  says  a  spokes- 
man. "We  had  $1.8  billion  in  exports 
last  year,  and  if  we  wait  till  November 
there  may  not  be  enough  time  to  get 
things  done." 

One  danger  in  moving  too  quickly 
is  the  risk  of  signing  on  with  an  unre- 
liable management  firm.  These  firms 
will  probably  have  to  make  large  fi- 
nancial transfers  and  keep  accurate 
sales  records.  Such  sensitive  informa- 
tion could  all  too  easily  get  into  the 
wrong  hands  if  your  competitors  also 
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Boise.  Idaho  83729 
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Robert  O., 

/our  oil  field's 

ready. 


Three  months  ahead  of  schedule! 

Morrison-Knudsen  people  have 
tackled  some  pretty  rugged  projects  in 
the  giant  engineering  and  construction 
company's  70-year  history,  but  few  were 
more  unforgiving  than  ARCO's  Kuparuk 
River,  Alaska,  oil  field. 

Kuparuk's  in  polar  bear  country, 
250  miles  north  of  the  Arctic  Circle,  27 
miles  west  of  Prudhoe  Bay,  an  expanse 
of  frozen  nothingness  with  a  lot  of  oil 
underneath  it.  Dark,  windy  and  cold 
(chill  factors  of  —  70°  F  are  common). 

There  700  people— from  M-K  and 
ARCO— spent  two  years  and  nearly 
$100  million  building  a  city  of  pre- 
fabricated modules  (some  weighing  in 
at  1, 700  tons  and  rising  six-stories), 
installing  70  miles  of  above-ground  pipe- 
line, and  erecting  a  steel  bridge  across 
a  river  that  had  a  nasty  habit  of 
flooding  every  Spring. 

What's  noteworthy  is  that  they 
managed  to  do  all  this  in  three  months 
less  time  than  they  planned.  When 
you  consider  that  ARCO  will  pump 
about  175  barrels  of  crude  from 


Kuparuk  in  the  time  it  takes  you  to 
read  this  ad,  that  three-month  time 
saving  becomes  very  significant. 

How  did  they  manage  it?  The 
project  team  leaders  were  all  old  Alaska 
hands— M-K  has  completed  many 
projects  in  Alaska  and  its  staff  includes 
a  collection  of  people  who  like  working 
in  its  challenging  environment. 

These  people  knew  from  experi- 
ence how  to  maintain  total  control,  and 
how  to  communicate.  Their  computers, 
satellites  and  exquisitely  detailed 
systems  kept  everybody  everywhere 
up-to-date. 

We  at  Morrison-Knudsen  are 
especially  proud  of  what  our  people  and 
their  ARCO  partners  accomplished  at 
Kuparuk.  It  demonstrates  fully  what  we 
offer  our  clients:  on-time,  on-budget 
performance  anywhere. 

If  you  have  a  big,  tough  project  on 
your  drawing  board,  let's  talk  about  it. 
Call  our  CEO,  Bill  McMurren,  at  (208) 
386-6700.  M-K  asks  only  one  thing  of  its 
clients:  A  good  shot  at  a  fair  profit. 


Life  begins 

at5Q 


It's  not  just  that  life  expectancy  is  higher 
in  recent  years. 

It's  also  that  growing  numbers  of  men  and 
women  are  expecting  more  of  life  as  they 
pass  50  — and  fulfilling  those 
expectations. 

TV,  magazines  and  newspapers  are  now 
spreading  the  word  that  mature 
Americans  are  a  very  vigorous  and  vital 
part  of  our  society. 

This  is  hardly  news  to  Modern  Maturity 
—the  magazine  that  talks  directly  to 
22,400,000  active,  interested  readers. 

The  ones  that  other  media  only  talk 
about. 

Modern  Maturity 

America's  3rd  largest  magazine. 


This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  oj  offers  to  buy  any  of  these  securities.  The  offering  is  made  only  by  the 

Prospectus,  copies  of  which  have  been  filed  with  the  Department  of  Law  of  the  State  of  New  York  and  the  Bureau  of  securities, 

Department  of  Law  and  Public  Safety  of  the  State  of  New  Jersey.  Neither  the  Attorney  General  of  the  State  of  New  York  nor 

the  Attorney  General  of  the  State  of  New  Jersey  nor  the  Bureau  of  Securities  of  the  State  of  New  Jersey  has  passed  on  or 

endorsed  the  merits  of  the  Offering.  Any  representation  to  the  contrary  is  unlawful. 


NEW  ISSUE 


September  24,  1984 


$500,000,000 

Citicorp  Homeowners 
Mortgage  Acceptance  Corporation  1,  Inc. 

(a  wholly-owned  subsidiary  of  Citicorp  Homeowners,  Inc. ) 

Collateralized  Mortgage  Obligations 

$100,000,000  1 1  Vi  %  Class  A-l  Bonds,  to  be  fully  paid  by  October  1,  1986— Price  99.84375% 

$1 15,000,000  12%  %  Class  A-2  Bonds,  to  be  fully  paid  by  October  1,  1988— Price  99.40625% 

$135,000,000  12'/2%  Class  A-3  Bonds,  to  be  fully  paid  by     April  1,  1991— Price  98.65625% 

$150,000,000  12'/2%  Class  A-4  Bonds,  to  be  fully  paid  by     April  1,  2008— Price  93.75000%* 

plus  accrued  interest  at  the  applicable  rate  from  October  1 ,  1984 

*To  be  purchased  by  an  Affiliate  (if  the  Issuer 

The  Bonds  arc  secured  by  fixed  rate  conventional  residential  mortgage  loans  (the  "Pledged 
Mortgages"),  as  well  as  by  certain  accounts  and  by  certain  obligations  of  Citicorp,  the 
ultimate  parent  of  the  Issuer,  pursuant  to  its  Minimum  Principal  Payment  Guarantee, 
Limited  Credit  Guarantee  and  Guaranteed  Investment  Contract,  all  as  described  in  the 
Prospectus.  Scheduled  distributions  on  the  Pledged  Mortgages,  together  with  such  accounts 
and  agreements,  will  be  sufficient  to  make  tjmely  payments  of  principal  of  and  interest  on 
the  Bonds,  and  to  retire  each  Class  not  later  than  its  Stated  Maturity.  If  principal  payments 
are  received  on  the  Pledged  Mortgages  at  a  rate  significantly  in  excess  of  the  rate  of  payment 
contemplated  by  the  Schedule  of  Minimum  Principal  Payments,  the  actual  maturity  of  one 
or  more  Classes  of  Bonds  would  occur  earlier  than  their  respective  Stated  Maturities. 

The  Bonds  represent  obligations  solely  of  the  Issuer.  Neither  the  Bonds  nor  the  Pledged 
Mortgages  are  insured  or  guaranteed  by  the  United  States  Government  or  any  governmental 
agency  or  instrumentality  or  by  any  other  petson  or  entity,  except  that  Citicorp  has  limited 
obligations  under  certain  agreements  described  in  the  Prospectus.  The  Issuer  has  no  signifi- 
cant assets  other  than  those  pledged  as  collateral  for  the  Bonds. 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  in 
which  this  announcement  is  circulated  only  from  such  of  the 
undersigned  as  may  legally  offer  these  securities  in  such  State. 


The  First  Boston  Corporation 


Salomon  Brothers  Inc 


Bear,  Stearns  &  Co. 

Merrill  Lynch  Capital  Markets 

Donaldson,  Lufkin  &  Jenrette 

Securities  Corporation 

Kidder,  Peabody  &  Co. 

Incorporated 

Smith  Barney,  Harris  Upham  &  Co. 

Incorporated 


Coldman,  Sachs  &  Co. 


Drexel  Burnham  Lambert 

Incorporated 

Prudential-Bache 


Lehman  Brothers 

Shearson  Lehman/ American  Express  Inc. 

Morgan  Stanley  &  Co. 

Incorporated 

E.  F.  Hutton  &  Company  Inc. 


L.  F.  Rothschild,  Unterberg,  Towbin 

Securities 

Thomson  McKinnon  Securities  Inc.  Dean  Witter  Reynolds  Inc. 


Taxing  Matters 


use  the  same  management  firm.  "I've 
seen  these  things  springing  up,  and 
they  range  from  the  sublime  to  the 
ridiculous,"  says  David  Benson  of 
Coopers  &  Lybrand.  "Companies 
should  be  very,  very  careful  whom 
they  choose." 

Despite  more  lenient  provisions  for 
companies  that  have  $5  million  or 
less  in  exports,  it  may  not  be  worth 
the  headache  for  many  of  them  to 
bother  with  a  FSC. 

Nearly  everybody  is  happy  about 
one  thing,  however:  When  it  created 
the  FSC,  Congress  forgave  all  the  de- 
ferred taxes  that  have  accumulated  on 
DISCs  so  far.  That  may  amount  to  $13 
billion.  GATT  thinks  that's  cheating. 
But  given  its  glacial  pace,  it  could  be 
another  ten  years  before  anything 
happens. 

Ten  forty,  good  buddy 

A  keen  sense  of  humor  is  not  exact- 
ly a  prerequisite  for  the  job  of 
commissioner  of  the  Internal  Rev- 
enue Service.  But  even  the  taxmen 
have  to  have  a  laugh  now  and  then. 

Consider  the  following  bit  of  levity 
that  IRS  Commissioner  Roscoe  Egger 
tucked  into  a  recent  speech  before  the 
National  Employee  Benefits  Institute: 

"A  taxpayer  named  Dougherty 
wrote  to  us  recently  asking  why  we 
picked  the  number  '1040'  for  the  indi- 
vidual income  tax  form.  .  .  .  His  the- 
ory went  like  this: 

"In  ancient  times  Samuel,  the  last 
of  the  prophets,  acceded  to  the  de- 
mands of  his  people  to  give  them  a 
king.  But  first  he  warned  them:  'You 
want  a  king? '  he  asked.  'Be  prepared  to 
pay  taxes  and  taxes  and  taxes  .  .  .  and 
taxes  upon  taxes.'  And  that  is  just 
what  they  did.  That  was  the  begin- 
ning of  the  reign  of  King  Solomon. 
And  the  year?  1040  b.c. 

"In  Coventry,  England  a  little  more 
than  900  years  ago,  a  woman  got  fed 
up  with  taxes.  She  was  the  wife  of  a 
Saxon  dignitary.  To  show  her  dis- 
pleasure, she  rode  through  the  streets 
on  a  white  horse  covered  only  by  her 
long  blond  hair.  The  woman  was  Lady 
Godiva.  The  year?  a.d.  1040. 

"In  the  face  of  these  two  tax-related 
stories,  Mr.  Dougherty  found  it  im- 
possible to  believe  that  our  choice  of 
the  number  '1040'  could  really  be  co- 
incidental. We  reported  to  him  the 
simple  but  disappointing  truth.  Back 
in  1913  the  number  1040  just  hap- 
pened to  be  the  next  number  in  our 
forms  control  numbering  system." 

Nice  try,  anyway. — Geoffrey  Smith 
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Fly  in  to  true  wilderness  fishing  .  .  . 


Canada's  best  .  .  .  .Accessible  only  by  air! 


For  personal  vacation  .  .  .  Business  meetings  .  .  . 

Client  entertainment  or  Sales  incentive  .  .  . 

DONT  GAMBLE  ON  YOUR  NEXT  FISHING  TRIP 

*  World  Class  Trophy  Fishing  —  Exciting  Action 

*  Executive  Class  Facilities  and  Service 

*  Deluxe  —  Modern  2  Bedroom  Log  Cabins 

*  Each  with  private  shower  and  bath 
9  AMERICAN  PLAN  -  GOURMET  FOOD 


Please  send  your  illustrated  brochure. 


NAME 

ADDRESS 

CITY/STATE/ZIP_ 
TELEPHONE 


Mail  to: 

32500  Highway  101,  Suite  F 

Gold  Beach,  OR  97444 


ouldn 
the  world. 


As  world  markets  grow  even  more  international  the  IHT  grows 
even  more  important  as  an  ad  medium — tying  internationally- 
minded  readers  together  around  the  globe : 

•  Each  day  more  than  31,000  copies  of  the  IHT  are  read  by 
key  business  travellers  on  international  airlines. 

•  IHT  global  circulation  grew  in  1983  to  a  daily  total  of  153,000. 

•  In  165  countnes  worldwide,  more  than  400,000  noticeably 
influential  people  read  each  issue  of  the  IHT  every  day 

The  International  Herald  Tribune.  International  advertisers 
shouldn't  miss  it  for  the  world.  Call  Sylvia  Kruteck  at  (212)  752-3890 
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The  crossroads  of  deregulated  trucking.  Donl 


Deregulation  doesn't  have  to  lead  to  confu- 
sion. It  can  be  a  direct  route  to  improved  efficiency 
But  which  way  is  best  for  your  trucking  operation: 
private  carrier,  owner/operators,  trip  leasing,  sin- 
gle source  leasing,  common  carriage  or  contract 
carriers?  Ryder  can  help  you  find  your  way  We're 
the  world's  leading  over-the-road  transportation 
authority 

Today  transportation  is  a  whole  new  world.  It's 
time  to  take  a  whole  new  look  at  ways  of  operating 
trucks.  Possibly  even  not  owning  them  at  all.  There 


are  many  ways  your  company  can  profit  from  tt 
flexibility  control  and  efficiency  of  a  Ryder  full- 
service  lease. 

For  instance,  trucks  that  return  empty  delive 
nothing  but  expense.  As  a  Ryder  full-service  lea: 
customer,  they  could  help  bring  in  reduced  fleet 
operating  costs:  "Toto"  carriage  lets  you  haul  oth 
companies'  goods  for  pay  And  with  our  full-serv 
lease,  Ryder  can  speed  you  through  applicatior 
authorization  and  finding  freight.  Trip  leasing's 
another  route  to  filling  empty  miles.  And  we  can 


it  lost.  Get  direction. 


jlp  you  lease  your  trucks  and  drivers  to  regulated 
Triers  to  haul  their  freight  under  their  authority 
J  More  opportunities:  Ryder  can  lease  you  both 
iir  trucks  and  drivers.  Or  there's  contract  car- 
Ijge.  Ryder  supplies  the  trucks,  drivers  and  fleet 
imagement,  so  you  can  concentrate  on  your 
"jiin  business. 

Your  company  is  at  a  crossroads.  Ryder  can 
Ip  you  choose  the  most  profitable  direction, 
bre's  no  obligation.  Just  mail  this  coupon.  Or 
>bne  your  Ryder  district  office  now 

i 


Ryder,  help  me  through  the  maze  of  deregulated  trucking. 


NAME- 


COMPANY  NAME- 


TYPE  OF  BUSINESS- 
ADDRESS 

CITY 


PHONE- 


F27 


Don  Estes.  President 
Vehicle  Leasing 
&  Services  Division 
Ryder  System.  Inc. 
PO  Box  020816 
Miami.  Florida 


J     33102-0816 


IT'S  RYDER. 
OR  IT'S  WRONG. 


~" 


Who  does  a  12-year-old  turn  to 
when  his  dads  on  drugs? 


What  happens  to  a 
youngster  with  problems, 
when  the  parents  who 
should  help  have  problems 
of  their  own? 

Like  drugs  or  alcoholism. 

Or  emotional  crises 
that  threaten  a  family's  very 
existence. 

It's  hard  to  deal  with 
painful  situations  like  this  at 
any  age.  But  especially  when 
you're  underage. 

And  speaking  practically, 
these  family  problems  have 
a  way  of  becoming  business 
problems. 


In  economic  terms, 
workers  crippled  by  drug  or 
alcohol  addiction  cost  U.S. 
industry  and  society  over  135 
billion  dollars  a  year. 

That's  why  we  at  ITT 
created  the  Employee  Assist- 
ance Program.  To  try  and  give 
constructive  help  to  people 
who  need  it. 

We  maintain  telephone 
hotlines  around  the  world— 
24  hours  a  day,  7  days 
a  week. 

When  employees  or 
members  of  their  families  in 


call  us,  our  Program  people 
hear  them  out.  Then  we 
refer  them  to  somebody  near- 
by who  can  help. 

It's  all  done  in  strict  con- 
fidence, without  anybody 
knowing  but  the  employees 
themselves. 

A  number  of  our  people 
have  turned  to  this  ITT  pro- 
gram since  it  began.  And 
most  are  still  with  us,  produc- 
tive and  happy  members  of 
our  corporate  family. 

But  more  important, 
happy  members  of  their  own 
families. 


participating  ITT  companies 

The  best  ideas  are  the 
ideas  that  help  people. 


ITT 


For  details,  write:  Director -ITT  Employee  Assistance  Program,  Personnel  Dept,  320  Park  Ave.,  NY,  NY  10022.  Or  call  212-  940-2550. 

C  1984  !TT  Corporation,  320  Park  Avenue,  New  York,  NY  10022 


In  Act  L  developers  in  west  Los  Angeles  beat  fee*  will,be  completed  within  it.  Ab 

.    -*•  ,  ,  j  j        .11  sorbing  the  overhang  will  take  at  least 

zoning  restrictions  with  a  building  spree,  two  t0  three  years,  a  22-story, 

300,000-square-foot  tower  opening  in 
December  at  the  intersection  of  Santa 
Monica  Boulevard  and  Sepulveda, 
built  by  centimillionaire  Donald 
Bren,  is  only  20%  leased. 

Making  matters  worse,  the  vacancy 

rate  in  downtown  Los  Angeles  is  now 

almost  12%,  according  to  the  June 

report  from  Coldwell  Banker,  with  an 

million   square   feet   to   be 


In  Act  II,  they  have  to  find  some  tenants. 


West  side  story 


extra 


By  Ellen  Paris 


T|he  challenge  was  laid  down  in 
various  city  plans  during  the 
mid-  to  late  Seventies.  In  1981 
and  1982,  Zev  Yaroslavsky  and  Mar- 
vin Braude,  Los  Ange- 
les city  councilmen 
and  antagonists  of  de- 
velopers, took  steps  to 
implement  the  plans, 
initiating  specific  zon- 
ing actions  and  roll- 
backs. Office  buildings 
in  most  of  west  Los 
Angeles,  with  a  few  ex- 
ceptions, could  gener- 
ally rise  no  higher  than 
six  stories,  and  in  some 
areas  only  three  stories 
are  allowed. 

Predictably,  10-to 
20-story  high-rises  rose 
to  meet  the  challenge. 
In  the  past  three  years 
developers  have  put  up 
approximately  3  mil- 
lion square  feet  of  of- 
fice space  in  the  area, 
which  lies  east  of  Santa 
Monica  and  west  of 
Beverly  Hills  and  Cen- 
tury City.  In  just  a  lit- 
tle more  than  one 
square  mile  of  the  west 
side,  19  office  buildings 
have  recently  been 
completed  or  are  under 
construction.  So  the 
developers  have  won  a 
round  against  Yaro- 
slavsky and  Braude. 

Now  the  developers 
are  facing  a  bigger  chal- 
lenge: finding  tenants. 
According  to  the  Good- 
kin  Group,  real  estate 
consultants,     some     1 


million  square  feet  of  space  is  stand- 
ing empty  within  a  single  portion  of 
west  Los  Angeles  (see  map,  p.  191),  a 
section  that  now  has  only  3  million 
square  feet  of  rented  space.  By  the  end 
of  1985  another  1.7  million  square 


Phou»bv  Herxhel  Willis 


David  Murdock's  14-story  building  at  Wilshire  and  Bundy 

And  across  the  street,  two  competing  buildings  going  up. 


thrown  on  the  market  between  1985 
and  1986.  Most  of  the  downtown 
buildings  are  offering  equity  partici- 
pation to  prospective  tenants.  But  one 
13-year-old  building  downtown,  at 
770  Wilshire  Boulevard,  is  now  offer- 
ing a  full  year  rent-free  for  signing  a 
ten-year  lease. 

Barely  a  year  ago  west  side  leasing 
agents,  operating  in  a  seller's  market, 
adopted  all  the  arrogance  of  sales- 
clerks  in  Moscow.  But  the  sudden  glut 
has  humbled  them.  Roy  Longman, 
the  agent  for  1950  Sawtelle  Boule- 
vard, is  offering  2  to  1 2 
months  of  free  rent. 
Nearly  all  buildings  are 
giving  uncommonly 
gracious  tenant  im- 
provement allowances. 
"Today  in  west  Los 
Angeles  these  aren't 
even  considered  con- 
cessions anymore," 
complains  one  high- 
rise  leasing  agent  about 
improvement  allow- 
ances and  free  rent. 
"They  have  become  a 
standard  part  of  lease 
negotiations." 

Most  of  the  develop- 
ers insist  they  were 
only  doing  what  they 
had  to  do.  "We've  got 
to  use  it  or  lose  it," 
says  one  developer  of 
his  high-rise  zoning 
rights.  Agrees  Robert 
Smith,  Los  Angeles 
partner  of  Equidon, 
which  is  almost  fin- 
ished building  a  15-sto- 
ry, 233,000-square-foot 
office  tower  at  Wilshire 
and  Bundy:  "I  will 
build  today  and  pay  the 
penalty  of  waiting  a 
couple  of  years  since  I 
know  my  project  won't 
be  duplicated." 

That's  a  fine  strategy 
for  heavily  capitalized 
west  side  developers 
like  Donald  Bren,  Da- 
vid Murdock,  Equidon 
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THE  1984  FORBES 

INDUSTRIAL  DEVELOPMENT 

ADVERTISING  SECTION 


The  advertisers  in  this  special  section  are  offering  valuable  industrial  site  and  area  development 
literature  free  and  without  obligation  to  those  FORBES  readers  who  are  involved  with  new  office 
or  plant  site  selection  for  their  companies. 

Determining  the  best  available  new  site  for  industrial  expansion  or  relocation  of  facilities  requires  a 
thorough  analysis  and  careful  comparison  of  a  considerable  number  of  important  factors.  The 
purpose  of  this  FORBES  section  is  to  make  it  easier  for  you  to  obtain  such  information.  The 
advertisers  appearing  on  these  pages  are  eager  to  send  you  literature  to  assist  in  your  investiga- 
tions. Their  brochures  and  other  information  will  provide  you  with  much  important  data. 

To  order  any  of  the  literature  offered,  refer  to  the  postage-paid  card  at  the  end  of  the  section. 
Simply  circle  the  numbers  listed  which  correspond  to  the  advertisers  who  interest  you  and  fill  in 
your  name,  title,  company,  and  address.  They  will  mail  their  literature  to  you  directly.  Please  allow 
a  reasonable  time  for  processing. 


ARIZONA— Tucson 

TUCSON 

BETTER  FOR  LIVING 

Your  Company's  Better  Recruitment  Tool 

•  Finest  Climate,  Arts,  Symphony,  Opera,  Theatre 

•  Excellent  Educational  Systems — Sports  Galore 
BETTER  FOR  BUSINESS 

Your  Company's  Better  Economic  Advantage 

•  Excellent  Transportation  and  Utility  Systems 

•  Moderate  Taxes — No  Inventory  br  Franchise  Taxes 

•  Excellent  Market  Location 

•  Immediate  Access  to  a  Foreign  Trade  Zone  and  Off- 
shore Manufacturing 

•  Reasonable  Labor  Costs  in  a  Constitutional  Right-To- 
Work  State 

Call  or  Write 
Bill  Stephenson 
Executive  Director 
Tucson  Economic 
Development  Corporation 
465  West  St.  Mary's  Road 
Suite  200 

Tucson,  Arizona  85705 
(602)  623-3673. 


BRITISH  ISLES— Isle  of  Man 

Isn't  it  time  you  discovered 
the  Isle  of  Man? 

Set  in  Britain's  Irish  Sea,  although  not  a  part  of  the 
United  Kingdom,  and  only  an  hour  and  twenty  min- 
utes flying  time  from  London,  the  Isle  of  Man  has 
much  to  offer  manufacturing  companies.  Low  taxes, 
generous  Government  grants,  help  with  training  and 
relocation  expenses,  excellent  labour  relations,  good 
communications  and  transport  facilities,  a  refreshing 
lack  of  bureaucratic  red  tape;  the  Isle  of  Man  has  them 
all.  What's  more,  under  our  independent  administra- 
tion, we  have  recently  set 
up  Europe's  first  off-shore 
Freeport,  alongside  our  in- 
ternational airport.  For  your 
information  pack  on  one  of 
Europe's  oldest-established 
yet  progressively  developing 
communities,  contact  Ken 
Bawden,  Secretary,  Industry 
Board,  Government  Offices, 
Douglas,  Isle  of  Man,  or 
use  the  Forbes  reader  reply 
service.  Together  we'll  help 
you  discover  the  Isle  of 
Man  and  its  potential. 


Isle  of  Man 
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CHANNEL  ISLES— Guernsey 

Guernsey  Incorporated 

You're  looking  to  locate  a  new  plant  facility— say  a 
light  manufacturing  operation,  perhaps  in  electronics  or 
a  similar  high-technology  field — where  there's  a  wel- 
coming environment  that  respects  a  business's  need  to 
function  freely,  without  hampering  or  complicated 
commercial  legislation.  Guernsey,  the  Channel  Island 
just  30  miles  from  the  coast  of  France,  80  from  En- 
gland, offers  that  kind  of  freedom.  In  fact,  we  manage 
our  own  island-country  almost  as  if  it  were  a  corpora- 
tion. And  a  successful  one  at  that,  achieving  the  kind 
of  annual  surplusses  that  keep  taxes  low  (a  flat  20 
percent)  and  uncomplicated. 
We  enjoy  free  trade  with  all 
EEC  member  countries,  an 
earnest  labor  tradition,  and 
totally  modern  communica- 
tions and  transport.  Investi- 
gate Guernsey  Incorporat- 
ed— the  island-country  that 
thinks  like  a  company. 

Guernsey  Information  Bu- 
reau, Room  1106,  211  E. 
43rd  St.,  New  York,  N.Y. 
10017.  (212)  687-2025. 


ILLINOIS— Chicago 

In  these  changing  times,  it's 
nice  to  know  where  your 
next  kilowatt  is  coming  from. 

Consider  the  effort  you  put  into  your 
business,    the    expense.    Consider 
the  losses,  if  a  shortage  of  power 
forced  you  to  cut  back.  Or  even 
shut    down.    Now    consider 
northern     Illinois.     It's 
one  area  that  can  offer 
you    a    steady    supply    of 
power  in   the  years   ahead. 
Because  Commonwealth  Edi- 
son planned  it  that  way. 

We  have  the  right  fuel  mix.  We 
rely  heavily  on  abundant  fuels  like 
coal  and  uranium.  And  we're  expanding  our  capacity. 
From  1983  to  1986,  we'll  have  grown  over  30%,  giving 
northern  Illinois  businesses  an  additional  5,558,000 
kilowatts  to  bank  on. 

Why  not  join  us?  Write  Jack  Stephens,  Coordinator, 
Economic  Development,  Commonwealth  Edison,  P.O. 
Box  767,  Chicago,  Illinois  60690.  Or  call  him  at  (312) 
294-3038.  He'll  send  you  a  listing  of  sites.  He'll  put 
you  in  touch  with  key  people  who'll  help  with  zoning, 
financing — anything  you  need  to  get  started.  And  we'll 
/S^t  keep  the  kilowatts  com- 

Vg$F  ing.    You   can    count   on 

Cornmonwealth  Edison  it-  4 


INDIANA 

Get  a  bigger  piece  of  the  pie. 

In  Indiana,  we've  got  all  the  ingredients  for  your  busi- 
ness success.  A  central  location.  Abundant  energy  re- 
sources. A  transportation  network  that  includes  three 
ports.  A  skilled  work  force.  And  a  quality  of  life  that 
will  be  pleasing  to  the  palates  of  all  your  top  people. 

But,  most  importantly,  we  offer  you  a  bigger  piece  of 
pro-business  attitudes  and  legislation.  Including  financial 
packaging.  Grants  for  vocational  training.  A  corporation 
for  science  and  technology.  Tax  credits  for  research  and 
experimentation.  Access  to  venture  capital.  Accelerated 
depreciation  schedules  on  equipment.  And  some  of  the 
lowest  workmen's  comp  and  unemployment  comp  rates 
in  America. 

For  more  information,  write 
or  call:  Lt.  Governor  John 
Mutz,  Statehouse,  Indianap- 
olis, Indiana  46204,  (317)  232-        ^  7^  WE'VE  ADDED 

8888  Over  $130  Million 

In  Ingredients  To 
Our  Economic  Pie 


INDIANA 


MARYLAND 

Send  for  the  biggest 
incentive  of  all. 

Maryland.  Send  for  information  on  our  pro-business 
state  that  includes  comprehensive  publications  and 
cataloging  of  the  services  we  provide  to  individuals  and 
businesses  interested  in  locating  facilities  here.  Eco- 
nomic and  cultural  data,  financing  programs,  lists  of 
industrial  properties,  and  tax  information. 

French,  German  and  Japanese  translations  available, 
too.  Contact:  Michael  Lofton,  C.I.D.  Director,  Mary- 
land's Office  of  Business  and  Industrial  Development, 
45  Calvert  Street,  Dept.  134,  Annapolis,  MD  21401. 
Phone:  (301)  269-3514.  Telex:  87788. 


AnvrRFI^MFh 


NEW  YORK— Syracuse 

From  our  650  communities, 
we'll  find  the  site 
that  is  right  for  you. 

We  are  the  State  of  Niagara  Mohawk  .  .  .  the  24,000 
square  mile  service  area  of  Niagara  Mohawk  Power 
Corporation,  which  encompasses  an  immense  choice  of 
business  environments — more  than  650  cities,  towns 
and  villages  in  New  York  State — to  meet  your  exact 

needs. 

And  wherever  you  go  in 
the  State  of  Niagara  Mo- 
hawk, you'll  get  our  full 
assistance  for  new  plant  lo- 
cations .  .  .  plenty  of  low- 
cost  energy  .  .  .  the  power 
to  do  more  business. 

Tell  us  your  needs  on 
your  letterhead.  Write:  Eco- 
nomic Development  Direc- 
tor, Niagara  Mohawk  Pow- 
er Corporation,  300  Erie 
Boulevard  W.,  Syracuse,  NY 
13202.  Or  call  315-428- 
6008. 

The  State  of  Niagara  Mo- 
hawk. It's  the  right  time. 
It's  the  right  place. 


State  of 
Niagara 
Mohawk. 


PENNSYLVANIA— Allentown 

Two  Million  +   Sq.  Ft. 

Central  Eastern  Pennsylvania  has  a  wide  range  of 
prime  plants  and  choice  corporate  office  locations 
available — some  with  up  to  100  percent  financing  at 
low  interest  rates.  For  the  manufacturer,  the  area's 
superb  transportation  network  will  put  you  in  reach  of 
70  million  consumers  in  less  than  a  day.  Plus,  an 
office  facility  here  provides  all  the  convenience  of  a 
metropolitan  area  without  its  congestion,  high  costs 
and  other  urban  limitations. 

For  a  free  copy  of  the  "Industrial  Real  Estate  Re- 
view," which  describes  our  excellent  locations  for  in- 
dustrial or  office  operations, 
call  us  toll-free:  1-800- 
523-9854  (in  Pa.  call  col- 
lect: 215/770-5203).  Or, 
write:  Joseph  R.  Lesko, 
Manager — Economic  De- 
velopment, Pennsylvania 
Power  &  Light  Com- 
pany, Two  North  Ninth 
Street,  Allentown,  Pa. 
18101. 
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PENNSYLVANIA— Scranton 

BACK  OFFICE,  USA. 
Scranton,  Pennsylvania 

When  Emery  Worldwide  wants  to  keep  track  of  40,000 
shipments  a  day,  they  turn  to  what  Chairman  John  C. 
Emery,  Jr.  calls  "Back  Office,  USA."  It's  Scranton, 
Pennsylvania,  home  of  Emery's  National  Accounting 
Division  since  1959. 

In  Scranton,  Emery  found  high  worker  productivity, 
low  operating  costs,  significantly  less  expensive  electric 
power,  excellent  quality  of  life,  outstanding  educational 
system  and  ease  in  recruiting  and  retaining  manage- 
ment. Emery  thinks  so  much  of  Scranton  they've  just 
dedicated  a  major  new  expansion.  Other  companies 
think  Scranton  is  Back  Office,  USA,  too,  like  Metro- 
politan Life,  whose  Scranton  Electronic  Installation 
Center  processes  thousands  of  transactions  a  day. 

Find  out  more  about  Scranton  as  a  back  office  or 
high  tech  center  from  the  Fantus  Back  Office  research 
report  and  our  newly-published  Area  Analysis  for  high 
tech.  To  get  your  copy  of  both  reports,  call  or  write: 
The  Scranton  Plan,  Greater  Scranton  Chamber  of  Com- 
merce, P.O.  Box  431,  Scranton,  PA 
18501.  (717)  342-7711. 

THE 

SCRANTON 
PLAN  9 
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TAIWAN,  REPUBLIC  OF  CHINA 

A  Great  Place  for 
Technological  Investments 

Aiming  high  at  becoming  Asia's  technology  center  of 
tomorrow,  we  now  present  investors  worldwide  with 
an  advanced  technological  base  few  other  Asian  coun- 
tries can  match: 

•  2,100  hectares  of  rolling  field, 

•  Attractive  tax  incentives  and  low  interest  financing, 

•  Low-rental  standard  factory  buildings, 

•  A  large  pool  of  scientists,  technicians  and  skilled 
workers, 

•  Well-developed  infrastructure  and  public  facilities. 
Come   and   grow   with    the   Science-Based   Industrial 

Park.  It's  an  investor's  dream  coming  true. 

Science-Based  Industrial  Park  Administration 

2  Hsin  Ann  Road,  Hsinchu,  Taiwan,  Republic  of  China 
Tel:  (035)  773311 
Tlx:  32188  NSCSIPA 
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TEXAS— Austin 

The  future  of  Austin 
industry  is  capital. 

The  outlook  has  never  been  brighter.  Because  every 
day  more  and  more  industries  locate  to  Austin. 

At  Austin  Industrial  Interests,  our  affiliation  with 
business  and  industry  in  Austin  over  the  past  years 
gives  us  a  better  perspective  on  this  dynamic  city.  It's 
that  knowledge  we  can  put  to  work  for  the  employer 
wanting  to  locate  here. 

Our  handpicked  team  of  local  business  experts  can 
provide  you  with  a  number  of  services  from  architec- 
tural planning  and  engineering,  to  management,  finance 
and  law.  Individually,  we've  already  helped  a  number 
of  major  employers  such  as  MCC,  Lockheed,  3M  and 
ROLM  Corporation.  And  we're  currently  constructing  a 
120-acre  corporate  campus,  Park  Thirty-Five,  near  the 
heart  of  Austin's  growing  high-tech  area.  For  more 
information,  give  us  a  call. 

We'll  show  you  a  new  perspective  of  Austin  indus- 
try. 


All 


AUSTIN 

INDUSTRIAL 

INTERESTS 

The  Future  Sights  of  Austin  Industry. 

315  Littlefield  Building 
Austin,  Texas  78701 
512/480-8866 
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TEXAS— Fort  Worth 

Get  the  most  out  of  a 
special  kind  of  city. 
Fort  Worth. 

Fort  Worth  is  served  by  an  airport  that's  bigger  than 
the  island  of  Manhattan.  Handy  when  you're  moving 
people  or  products. 

The  City  has  more  than  three  million  square  feet  of 
available  office  space,  nine  railroads,  40  trucking  com- 
panies. And  no  corporate  or  personal  taxes. 

Fort  Worth  also  has  plans.  A  high  technology  robo- 
tics research  center,  for  one.  It's  a  cooperative  venture 
of  business,  industry  and  the  state  university  scheduled 
for  completion  in  1985. 

Add  to  that  a  cost  of  living  11%  below  the  national 
average  and  more  than  100  years  of  history  and  you 
have  a  special  kind  of  city  for  living,  working  and 
growing. 

To  find  out  what  you 
can  get  out  of  moving  to 
Fort  Worth,  write  Gary 
Bowling,  P.O.  Box  2050, 
Fort  Worth,  Texas 
76113.  Or  call  (817)  338- 
8287. 


TEXAS  H^= 

AMERICAN 

BANK 

FORT  WORTH.. 
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UNITED  KINGDOM— England 

Wansbeck — We've  made 
plans  for  your  profit 

Wansbeck,  a  new  industrial  development  area  just 
north  of  Newcastle,  has  been  created  with  the  sophisti- 
cated planning  necessary  to  assure  efficient  start-up 
and  continued  success.  Existing  buildings  available 
now,  with  open  land  ready  for  customized  construc- 
tion. Wansbeck  offers  a  comprehensive  transportation 
network  for  easy  access  to  all  of  Europe's  markets,  a 
good  supply  of  highly-motivated  labor,  and  a  full  range 
of  professional  consultation  services.  In  addition,  Wans- 
beck offers  the  most  comprehensive  program  of  grants 
available — literally  hundreds — drawing  not  only  on  lo- 
cal, regional,  and  national  development  resources  but 
on  European  Common  Market  development  and  social 
funds  as  well. 
Wansbeck 
Information 
Bureau, 
Suite  1106, 
211  E.  43rd  St., 
New  York, 
N.Y.  10017. 
(212)  687-2025. 
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UNITED  KINGDOM— Northern  Ireland 

Judge  us  on  the  facts. 

Fact:  Northern  Ireland  has  attracted  over  $1.2  billion 
of  investment  from  American  companies  like  Armco, 
DuPont,  Ford,  General  Motors,  Hughes  Tool,  United 
Technologies  and  many  more. 

Fact:  Over  100  new  manufacturing  projects  have  been 
established  in  the  last  10  years. 

Fact:  Up  to  70%  of  factory  costs  and  80%  of  machinery 
and  equipment  costs  can  be  covered  by  grants  and  tax 
breaks. 

These  are  the  kinds  of  facts  about  Northern  Ireland  that 
are  not  generally  seen  in  the  media.  We'd  like  you  to  have 
more  facts.  Call  or  write  Ivor  Simpson,  Industrial  Develop- 
ment Board  for  Northern  Ireland,  150  East  58th  St.,  New 
York,  NY  10155.  (212)  593-2258. 


THE 

MWSI5UK 
FILE 

J 

Opportunities 

Northern 
Ireland 
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UNITED  KINGDOM— Scotland 

East  Kilbride,  Scotland. 
The  Essential  Component 
of  Success  in  Europe. 

East  Kilbride,  Scotland:  the  state  of  the  art  in  plant 
location — with  a  fast,  one-door  service,  and  Britain's 
top  level  of  financial  incentives.  No  wonder  East  Kil- 
bride has  already  attracted  more  American  investment 
than  any  other  town  in  Scotland.  We're  at  the  heart  of 
'Silicon  Glen',  so  recruitment's  no  problem — and  trans- 
portation could  hardly  be  better.  Pre-built  prestige  fa- 
cilities are  always  available — and  we're  happy  to  cus- 
tombuild,  too.  East  Kilbride  means  success,  to  a  lot  of 
successful  Americans.  Get  hold  of  our  information 
pack,  and  find  out  what  we  could  mean  to  you.  Con- 
tact: Lynn  Bannister, 
P.O.  Box  4004,  New 
Canaan,  CT  06840.  Tel: 
(203)  966-9708. 


%#Ea 


•fEAST*** 
KIBRDE^7 


East  Kilbride 
Development  Corporation 
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UNITED  KINGDOM— Scotland 

Compare  the  Great  Scots 
with  any  other  labor  force 
in  Europe. 

Scotland  is  a  big  part  of  the  $2.3  trillion  E.E.C.  mar- 
ketplace— and  one  of  the  biggest  reasons  is  the  Scots 
themselves.  The  new  independent  study  on  Labor  Per- 
formance of  US  Plants  in  Scotland  proves  it.  The  study 
shows:  Only  .09%  of  total  working  days  were  lost  to 
industrial  disputes.  70%  of  US  companies  rated  produc- 
tivity as  good  or  very  good — and  87%  said  it's  even 
increasing.  95%  of  all  the  American  high-tech  compa- 
nies gave  positive  ratings  on  employees'  flexibility, 
cooperation,  and  acceptance 
of   new    technology.    There's 

more,    too.    Lots    more.    Use 

the  number  on  the  postpaid  ||| 
reply    card    to    receive    your  |§|||? 
free    copy    from    The    Great  |||| 
Scots — purveyors       of       fine  §jJEr 
technology  since  1765. 


Scotland 
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UNITED  STATES 

Site  see  without 
leaving  your  office. 

Just  call  Burlington  Northern  and  schedule  a  time  for 
us  to  bring  our  BN  Industrial  Site  presentation  to  you. 
This  audio-visual  show  will  explain  how  we  can  help 
your  company  find  the  best  possible  site  for  a  new  or 
expanded  plant. 

With  available  locations  in  25  states  and  2  Canadian 
Provinces,  Burlington  Northern  can  provide  you  with 
objective  and  confidential  criteria  on  the  communities 
you're  considering.  Find  out  how  our  regional  experts 
can  give  you  accurate,  up-to-date  information  in  the 
areas  of  real  estate,  finance,  forestry,  geology,  engineer- 
ing, transportation  arid  the  en- 
vironmental sciences. 

Bring  the  BN  Industrial  Site 
presentation  directly  to  your 
office      by      calling      Norm 
Brooks,  Dirt 
ations,    at    (817) 
And     then     let 
Northern    do    youi 
ing. 


UTAH 

Utah:  The  Experience 
of  a  Lifetime 

Utah:  A  right-to- work  state,  has  state-funded  training 
programs  for  industry,  industrial  revenue  bonds,  an 
aggressive  small  business  revitalization  program,  rea- 
sonable utility  rates,  and  a  state  economic  develop- 
ment agency  ready  to  respond  quickly  to  inquiries. 
More  than  half  of  Utah's  workforce  is  between  16  and 
34  years,  the  youngest  in  the  nation.  80%  of  Utah's 
adults  have  been  graduated  from  high  school,  the  sec- 
ond-highest rate  in  the  country.  A  150-mile  research 
corridor  houses  some  of  the  finest  high-tech  and  bio- 
medical research  facilities  in  the  world,  along  with 
four  major  universities.  An  exceptional  VOED  program, 
too.  Call  today.  Utah  Economic.  Development  Division 
(801/533-5325)  or  write  for  information  to  Utah  Eco- 
nomic Development  Division,  6150  State  Office  Build- 
ing, Department  F,  Salt  Lake  City,  UT  84114. 
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and  Tishman  West  Man- 
agement. But  it's  rough  on 
a  seat-of-the-pants  devel- 
oper building  on  specula- 
tion off  one  of  the  west 
side's  major  boulevards. 
"The  guys  that  are  build- 
ing the  three-story  sec- 
ondary buildings  on  small 
side  streets  with  no  pres- 
tige are  facing  disaster," 
predicts  Larry  Field,  part- 
ner in  the  Richlar  Partner- 
ship and  the  first  to  build 
on  Olympic  Boulevard. 
Field  figures  anyone  who 
can  afford  annual  rent  of 
$22  to  $24  a  foot  on  an 
unprepossessing  side 

street  can  afford  $27  to 
$30  for  corridor  frontage 
and  a  view — especially 
with  all  those  concessions 
thrown  in. 

The  bankers  are  getting 
nervous.  "I'm  more  con- 
servative these  days  as  far 
as  spec  projects  go,"  says 
Ronald  Thacker,  senior 
vice  president  of  real  es- 
tate for  Metrobank. 
Thacker  has  turned  down 
all  the  west  side  projects  that  he  has 
seen.  Bank  of  America,  depending  on 
who  the  developer  is,  usually  de- 
mands substantial  preleasing  com- 
mitments from  major  tenants  before 
it  will  finance  a  west  Los  Angeles 
office  building. 

The  situation  isn't  hopeless,  espe- 
cially for  the  more  conservative  and 


Space  war 


In  a  rush  to  beat  zoning  actions,  developers  built  some  3 
million  square  feet  of  office  space  in  the  past  three  years 
in  a  1-square-mile  area  in  west  Los  Angeles.  The  glut 
will  surely  be  absorbed.  The  question  is:  when? 

f 


nimble  builders.  Sam  Gilbert's  two 
ten-story,  300,000-square-foot  Tri- 
dent Towers  on  Olympic  Boulevard 
were  completed  in  June  1983  and  are 
now  100%  leased.  Gilbert  broke 
ground  only  after  lining  up  two  large 
law  firms  as  tenants,  with  each  ac- 
quiring a  substantial  equity  position. 
"I    gave    away    equity    because    I'm 


chicken,"  says  Gilbert.  He 
is  developing  two  more 
west  side  high-rise  pro- 
jects using  the  same  equi- 
ty-participation bait. 

Long  term,  the  west  Los 
Angeles  area  has  much  to 
recommend  it.  It  is  an 
easy  drive  from  the  richer 
residential  areas  of  Santa 
Monica,  Pacific  Palisades, 
Westwood  and  Beverly 
Hills.  As  attorneys,  engi- 
neers and  accounting  part- 
ners grow  weary  of  the 
traffic  congestion  of  the 
more  glamorous  business 
areas,  such  as  Beverly 
Hills,  Century  City  and 
Westwood,  they  spill 
toward  west  Los  Angeles. 
The  glut  will  be  absorbed 
eventually. 

"The  big  guys  will  do 
okay  because  they  can  af- 
ford to  wait,"  says  Perry 
Herst,  president  of  West 
Coast  real  estate  giant 
Tishman  West  Manage- 
ment. By  mid- 1985  Tish- 
man will  have  more  than 
450,000  square  feet  of  of- 
fice space  under  construction  in  three 
different  projects  in  west  Los  Angeles. 
Yaroslavsky  and  Braude  wrapped 
their  zoning  crackdown  in  the  rhetor- 
ic of  protecting  the  west  side's  resi- 
dential neighborhoods  from  rampag- 
ing developers.  But  no  one  had  a  pro- 
posal for  protecting  the  developers 
from  themselves.  ■ 


Citicorp  Plaza  in  doimtown  Los  Angeles 
'"the  big  guys  can  afford  to  wait." 


12100  Wilshire,  at  Bundy 
"Use  it,  or  lose  it." 
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Marketing 


Edited  by  Stephen  Kindel 


China  made  a  hit  with  ping-pong  diploma- 
cy. India  s  attempt  at  image-polishing  is  2^°^ 
more  like  Shiva  slipping  on  a  banana  peel. 


How  (not)  to 
sell  a  country 


When  a  Missouri  farmer 
wants  to  attract  a  mule's  at- 
tention, he  hits  the  mule  be- 
tween the  eyes  with  a  two-by-four. 
That's  what  India  wants  to  do  to  the 
U.S.  with  its  upcoming  Festival  of 
India."  So  says  Ted  Tanen,  a  former 
Foreign  Service  officer  and  now  the 
American  executive  director  of  the 
Indo-U.S.  Subcommission  on  Edu- 
cation &  Culture,  a  semiofficial  /j>, 
organization   created   by   the  *ft 

two  governments  in  1974  to 
increase  understanding  be- 
tween their  countries.  In  a 
small  miracle  of  diplo- 
macy, President  Reagan 
and     Prime      Minister 
Gandhi  have  decided  to 
support  the  exchange  of 
home  festivals  to  show 
Indians  and  Americans 
what  the  other  nation  is 
really  like. 

The    American    ver- 
sion in  India  has  so  far 
amounted  to  little.   An 
exhibition    of    American 
Indian  art  was  sent  over, 
and  such  institutions  as  the 
New  York  Philharmonic  add- 
ed India  to  their  regular  summer 
overseas  tours.  Two  reasons  for  the 
small  American  showing:  a  lack  of 
funds   available   for   any   large-scale 
show,  and  the  labyrinthine  Indian  bu- 
reaucracy, which  tangled  each  seg- 
ment of  the  festival  in  its  own  pack- 
age of  red  tape. 

But  the  Indian  version  in  America 
promises,  on  paper,  to  be  a  jolly  good 


show.  The  Indian  government  says 
that  more  than  1,500  pieces  of  art  will 
be  lent  to  American  museums  and 
cultural  institutions  for  the  duration 
of  the  festival,  which  will  run  from 
1985  to  1986.  Rather  than  confining 


itself  to  a  single  megashow,  the  festi- 
val will  be  a  series  of  minifests,  in  the 
form  of  museum  exhibitions,  and  a 
slew  of  academic  conferences,  sympo- 
siums and  seminars.  On  top  of  that, 
there  will  be  ongoing  performances  by 
India's    leading    dancers    and    musi- 
cians, backed  by  such  stalwarts  of 
American  culture  as  the  New  York 
whose     Indian-born 
Zubin  Mehta,  will  raise 
his  baton  in  a  "Salute  to  India"  in  the 
autumn  of  1986.  Want  more?  A  Muse- 
um of  Modern  Art  Film  Festival,  read- 
ings of  Indian  poetry  and  an  exhibit  of 
modern  Indian  science  at  the  Muse- 
um of  Science  &  Industry  in  Chicago. 
Why  go  to  all  that  trouble?  Niranjan 
Desai,  minister  of  culture  at  the  Indi- 
an embassy  and  Tanen's  Indian  coun- 
terpart, sums  it  up:  "India  needs  more 
friends  in  the  U.S."  By  friends,  he 
doesn't  mean  the  common  folk  of 
Iowa.  Desai  has  in  mind  people  of 
influence,  the  kind  who  might  have 
chatted    up    Henry    Kissinger    over 
lunch  in  1971  when  he  was  in  high 
dudgeon  over  India's  support  for  East 
Pakistan's  independence  from  Paki- 
stan.   "India  needs   a   godfather,   an 
American  everyone  respects,  who  can 
put  forth  its  views,"  says  Pallavi  Shah 
of  Air  India,  which  is  providing  much 
of  the  organization  for  the  festival.  "It 
will  give  us  access  to  the  academic 
and   arts    community,    contacts    we 
hope  will  lead  us  to  new  friends." 
Nothing  wrong  with  that.  Other 
nations  are  always  looking  for 
better  ways  to  market  their 
<£)         wares  with  American  politi- 
cians,     and    an    officially 
<~)        sanctioned  cultural  festi- 
val has  an  air  of  legitima- 
cy about  it  that  might 
turn    up    a    few    good 
friends   the  next   time 
India  needs  some  in  the 
court  of  public  opinion 
in  the  U.S. 

But  before  that,  the 
festival  needs  a  godfa- 
ther of  its  own.  The  fes- 
tival is  expected  to  cost 
a  minimum  of  $9  million 
stage,  and  the  Indian 
government  has  commit- 
ft^         ted  itself  to  pony  up  no  more 
than  about  a  third  of  it.  This 
LJ         will  mainly  be  in  the  form  of 
getting      exhibits      and      cultural 
troupes  to  the  U.S.  Once  they're  here, 
it  will  be  the  responsibility  of  the  host 
institutions  to  take  care  of  them,  and 
to  raise  and  spend  their  own  money  to 
mount  their  respective  shows.  That 
fund-raising  process  has  been  going 
slowly.    So    far,    says    Tanen,    both 
American  firms  that  do  business  in 
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TTow? 

ilWith  our  people. 

People  who  can  show 

a  custom  bootmaker  located 

deep  in  the  heart  of  Texas  how^ 

to  sell  outside  of  Texas. 

Simply  by  using  an  AT&T  800 
Service  number. 

That  way  his  customers  can  call  toll  free 
from  anywhere  in  the  country.  And  suddenly 
he's  selling  his  boots  all  over  the  country. 

The  people  at  AT&T  Communications  are 
thinking  about  your  business  in  ways  you  never 
thought  of.  No  matter  what  kind  or  size  of 
business  you're  in. 

Account  teams  assigned  to  larger  busi- 
nesses. Or  Account  Reps  to  help  smaller  busi- 
nesses over  the  phone.  Or  Operators  to  help  set 
up  a  teleconference,  or  complete  collect  calls. 

We  can  help  you  tailor  an  AT&T  800  Service 
number  to  route  calls  to  different  locations 
based  on  time  or  the  originating  point  of  the  call. 
So  even  if  your  East  Coast  offices  close  at  five, 
your  West  Coast  offices  can  automatically  pick 
up  the  call.  The  result  is  that  your  business 
hours  are  expanded. 

What's  more,  you  may  be  able  to  choose  an 
800  number  that  describes  your  business, 


'Fictitious  number  for  illustrative  purposes  only.  Number  selection  subject  to  availability. 
©  1984  AT&T  Communications 


like  1800  333- 

So  customers  won't  forget  you. 

These  are  just  some  of  the  ways  the  AT&T 
Long  Distance  Network  can  expand  your 
business  by  turning  prospects  into  customers, 
lb  find  out  more  about  how  we're  thinking 
about  your  business  in  ways  you  never  thought 
of,  call  your  Account  Executive  at 
AT&T  Communications. 
Or  1800  222-0400. 


AT&T 
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India  and  Indian  companies  that  do 
business  internationally  have  been 
much  less  than  forthcoming  with  fi- 
nancial support.  "Then  again,"  says 
Tanen,  hopefully,  "the  festival  in 
London  started  slowly  and  wound  up 
with  a  huge  surplus." 

Swraj  Paul,  the  Indian  industrialist 
who  was  effectively  the  godfather  for 
the  Indian  cultural  festival  in  London 
in  1982,  thinks  that  Tanen  probably 
shouldn't  hold  his  breath.  "India 
could  have  had  a  benefit  from  the 
London  festival  of  no  less  than  $400 
million  in  trade  and  tourism,"  Paul 
says.  "But  they  lost  it  because  India's 
private  sector  didn't  follow  up  the  op- 
portunities and  behaved  as  if  they  had 
nothing  to  do  with  the  happenings  in 
London.  I  doubt  that  it  will  be  any 
different  this  time." 

Paul  could  well  be  right.  Air  India, 
which  is  an  obvious  candidate  to 
benefit  from  the  festival  in  the  form  of 
increased  tourism,  is  providing  public 
relations  support.  Yet  it  has  just 
raised  its  ticket  prices  from  New  York 
to  India.  "India  is  already  an  expen- 
sive, think-twice  destination,"  sighs 
Tanen.  "Their  move  has  got  to  negate 
the  impact  of  some  of  the  university- 
based  tours  that  might  originate  be- 
cause of  the  festival." 

Exacerbating  all  of  the  problems, 
and  probably  accounting  for  the  Indi- 
an business  community's  reluctance 
to  lay  out  the  rupees,  is  Mrs.  Gandhi 
herself.  According  to  Indian  sources, 
she  has  not  yet  moved  to  push  the 
Reserve  Bank  of  India  to  free  up  for- 
eign exchange  so  that  Indian  compa- 
nies or  their  American  counterparts 
can  back  various  parts  of  the  festival. 
Worse,  she  has  been  accused  of  pack- 
ing the  committees  that  will  pick  the 
exhibits  with  old  friends  whose 
names  look  good  on  a  press  release, 
but  who  contribute  little  to  the  com- 
plex organizational  task  of  making 
such  a  large  event  work. 

Will  the  show  ever  get  off  the 
ground?  Tanen,  who  has  labored  man- 
fully under  the  strain,  is  diplomatical- 
ly optimistic:  "Imagine  all  the  Ameri- 
cans and  Indians  involved  with  the 
festival  as  the  ancient  Moghul  court, 
battling  with  each  other  on  their  way 
down  Broadway  By  the  time  they  hit 
the  Battery,  they'll  ha\  id  the 

proper  level   of   exhai  That's 

when  the  festival  will  finally  come 
together."— S.K. 


Hidden  charges 

On  Friday,  Aug.  10  of  this  year,  at 
about  7:50  p.m.  (EDT),  during  an 
ABC  network  telecast  of  the  Olympic 
Games,  the  audio  portion  of  the  last 
two  or  three  seconds  of  a  Coca-Cola 
commercial  was  cut  off  in  the  New 
York  area. 

That  sounds  like  no  big  deal.  But  if 
you  are  Coca-Cola  and  paying  over 
$8,500  per  second  for  air  time  to  get 
your  message  across,  little  glitches 
like  that  can  quickly  mount  up.  Ad- 


Rurton  Greettberg  with  Telescan  monitor 
Deglitching  TV  advertising. 

vertisers  expect  to  have  the  produc- 
tion qualities  of  their  commercials 
match,  as  closely  as  is  technically 
possible,  those  of  the  commercials' 
master  copies. 

But  finding  out  whether  a  commer- 
cial has  run  properly  isn't  easy.*  Until 
recently,  television  stations  recorded 
each  commercial  shown  because  they 
were  required  by  the  Federal  Commu- 
nications Commission  to  maintain 
logs  detailing  all  programming  and 
commercial  broadcast  activity.  Inac- 
curacies picked  up  by  advertising 
agencies  between  what  appeared  in 
the  logs  and  what  appeared  on  the 
bills  would  be  noted,  and  rebates, 
"make-goods"  and  other  adjustments 
arranged.  But  the  FCC,  in  its  push  to 
deregulate,  no  longer  requires  stations 
to  maintain  program  logs,  forcing  the 
advertising  industry  to  find  another 
way  of  insuring  proof  of  performance. 

One  adman  who  thinks  that  the 
industry's  problems  represent  an  in- 
teresting opportunity  is  Burton  L. 
Greenberg,  a  producer  and  director  of 

"Indeed,  ABC  says  that  as  far  as  it  knows,  the 
audio  signal  on  the  Coke  commercial  went 
out  properly.  Coca-Cola  says  it  is  unaware  of 
any  problem. 


television  commercials.  His  new 
business,  Telescan  Inc.,  is  a  remote 
monitoring  system  capable  of  identi- 
fying a  commercial  and  recording  the 
time  of  day  it  airs,  its  playing  time 
and  any  technical  problems  associat- 
ed with  it.  Having  done  so,  Telescan 
can  send  its  daily  findings  to  a  central 
computer  where  reports  for  advertis- 
ers may  be  generated  or  fed  directly 
into  the  ad  agencies'  own  systems. 

Not  everyone,  of  course,  shares 
Greenberg's  belief  in  the  need  for  an 
electronic  commercial  monitoring 
company.  The  current  verification 
system  may  be  labor-intensive  and 
paper-heavy,  but  many  advertisers, 
agencies  and  television  stations  think 
it  does  the  job  just  fine.  Coca-Cola,  for 
instance,  says  that  proof  of  perfor- 
mance hasn't  been  a  problem  in  the 
past,  and  the  company  doesn't  expect 
it  to  be  in  the  future.  Hedging  its  bets, 
though,  the  company  says  it  will  keep 
a  closer  eye  on  things  because  of  the 
lack  of  FCC  logging  requirements. 

Competitor  PepsiCo  Inc.  takes  a 
dimmer  view.  Henry  V.  Hayes,  Pep- 
si's media  director,  says  that  Pepsi 
bottlers  across  the  nation  have  ex- 
pressed their  increasing  concern 
about  the  accuracy  issue.  He  hopes 
Pepsi's  participation  in  the  Telescan 
test — it  was  one  of  the  first  companies 
to  sign  on — will  ease  their  concern. 

But  Hayes  looks  at  the  Telescan 
project  as  a  fact-finding  mission  as 
much  as  anything  else:  "We're  hoping 
to  determine  to  what  degree  commer- 
cials don't  run.  It's  that  simple." 

So,  are  advertisers  getting  what 
they  pay  for?  As  with  many  things,  it 
depends  on  who's  looking  at  the  prob- 
lem. Stay  tuned. — Raymond  Goydon 

Ringing  up  sales 

Although  telephone  sales  calls  into 
the  home  have  to  rank  as  one  of 
the  most  aggressive  of  all  forms  of 
marketing,  it  turns  out  that  telemar- 
keting, as  the  practice  is  called,  is 
becoming  an  increasingly  effective 
sales  tool  in  business-to-business 
calls.  The  growth  of  business  telemar- 
keting speaks  for  itself.  According  to 
Eugene  Kordahl,  president  of  Nation- 
al Telemarketing,  Inc.,  1,500  firms 
used  telemarketing  programs  in  1980; 
some  30,000  firms  are  using  telemar- 
keting in  1984,  employing  over 
300,000  telesellers.  Furthermore, 
sales  revenues  generated  by  business- 
to-business  telemarketing  should 
reach  $37  billion  this  year. 

What  accounts  for  the  rise?  The 
cost  of  an  in-person  sales  call  has  been 
climbing  rapidly.  Five  years  ago  it  was 
$137.  Now,  the  figure  is  up  to  an 
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Only  at  these  signs! 


The  Lifetime  Service  Guarantee. 

Only  Ford  and  Lincoln-Mercury 
dealers  offer  it. 

Only  Ford,  Lincoln,  and  Mercury 
owners  can  get  it. 

The  Lifetime  Service  Guarantee  is 
so  extensive,  it  covers  virtually  every 
repair  on  your  car  or  light  truck,  for 
as  long  as  you  own  it.  Period. 

And  it  doesn't  matter  whether  you 
bought  it  new,  or  used.  Or  who  you 
bought  it  from. 

No  other  dealer,  no  other  repair 
service  —  foreign  or  domestic  — 
offers  this  kind  of  security. 


Free  Parts.  Free  Labor. 

Now,  when  you  pay  for  a  covered 
repair  once,  you  never  have  to  pay  for 
the  same  repair  again.  Ever. 

The  dealerwho  did  the  work  will 
fix  it  free.  Free  parts.  Free  labor. 
For  life. 

But  here's  the  best  part:  the 
Lifetime  Service  Guarantee  is  itself 
free. 

A  limited  warranty  on  thousands 
of  parts  in  normal  use. 

Things  not  covered  are  routine 
maintenance  parts,  belts,  hoses, 
sheet  metal  and  upholstery. 


For  Life. 

How  can  we  guarantee  repairs  for 
life?  Because  we're  confident  of  the 
quality  of  our  workmanship  and  the 
parts  we  use. 

The  Lifetime  Service  Guarantee. 
See  your  participating  Ford  or 
Lincoln-Mercury  dealer. 


LIFETIME 

SERVICE 

GUARANTEE 


WE  FIX  CARS  FOR  KEEPS. 
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average  of  $205  a  visit.  With  an  aver- 
age of  five  visits  needed  to  close  a 
typical  sale,  the  cost  of  selling  adds  up 
rapidly.  In  comparison,  telemarketing 
is  cheap.  While  it  can  cost  from  $8  to 
$20  per  call  for  a  professional  telemar- 
keter, he  or  she  can  make  many  more 
calls  per  hour  than  a  salesperson  on 
the  road — closing  sales  at  a  rate  of  one 
per  hour  compared  with  one  per  day. 

But  the  savings  don't  stop  there. 
Combined  with  direct  mail  or  by  it- 
self, telemarketing  allows  the  sales- 
man to  identify  a  prospect  and  sound 
him  out  before  spending  money  on  a 
visit.  Being  a  two-way  medium,  the 
phone  also  does  away  with  trips  made 
solely  for  inventory  making  or  part 
reordering,  allowing  the  client  to  call 
his  representative  directly  and  not 
wait  for  his  next  scheduled  visit.  The 
salesperson  and  firm  can  also  expand 
the  penetration  of  a  particular  market 
or  broaden  the  geographic  sales  base, 
just  by  dialing. 

An  important  outcome,  says  Gail 
Cohen,  president  of  Telemarketing 
Learning    Center,    Inc.    in    Boston, 


Mass.,  is  the  fact  that  telemarketing 
helps  companies  track  the  effective- 
ness of  their  advertising.  "Before  the 
last  recession,"  she  says,  "companies 
assumed  that  some  portion  of  their 
advertising  was  wasted.  Now  busi- 
nessmen are  no  longer  willing  to 
spend  money  unless  it  is  accountable. 
Telemarketing  provides  business 
with  a  well-planned  and  executed 
tracking  and  measurement  system  to 
show  where  every  dollar  is  spent." 

That's  not  to  say  that  telemarket- 
ing is  for  everyone,  or  that  it's  easy. 
According  to  Cohen,  companies  make 
the  same  three  mistakes  consistently: 

•  Once  sold  on  the  notion,  many 
companies  believe  that  telemarketing 
will  solve  all  sales  problems.  "No 
sales  tool  alone  can  do  that,"  says 
fames  Porterfield,  author  of  Selling  on 
the  Phone.  "Telemarketing  can  sell 
virtually  anything  and  will  work  for 
any  size  business,  but  there  is  no 
canned  approach  that  will  work  for 
every  company." 

•  Companies  have  to  learn  that 
very  few  people  are  naturals  on  the 
phone.  "They  can't  just  grab  Suzy  Sec- 
retary, give  her  a  list  of  prospects  and 
expect  wonderful  results,"  says  Co- 
hen. A  teleseller  is  a  trained  profes- 
sional with  good  communication 
skills,  discipline  and  assertive  behav- 


ior, able  to  pack  power  into  his  vo- 
cabulary and  come  up  with  brief, 
high-impact  statements  at  appropri- 
ate moments,  all  the  while  being  able 
to  talk  off  the  top  of  his  head  in  re- 
sponse to  the  client's  next  question. 

•  Finally,  companies  greatly  need 
to  improve  their  record-keeping.  It  is 
very  easy,  says  Cohen,  to  make  repeat 
phone  calls,  wasting  valuable  time 
and  money. 

As  companies  improve  their  tele- 
marketing skills,  they  also  notice  a 
change  in  attitude  on  the  part  of  the 
people  they  call.  Half  a  dozen  years 
ago,  the  emphasis  in  telemarketing 
was  on  overcoming  rejection  and  op- 
position. No  more.  "The  standard  ap- 
proach to  telemarketing  was  to  find 
someone  to  talk  to  and  then  have  a 
list  of  ways  to  handle  all  their  rejec- 
tions. It  beat  up  the  prospect  and  the 
salesperson  pretty  bad,"  says  Earl 
(Bill)  Good,  president  of  Telephone 
Marketing,  Inc.  in  Sandy,  Utah. 
"Nowadays,  we  believe  that  you 
should  pick  the  cherries,  not  the  pits. 
If  your  market  is  big  enough,  there  are 
enough  people  who  are  interested  and 
have  money.  If  they're  not  interested, 
move  on  to  the  next  prospect  instead 
of  badgering  them  to  death." 

Now  if  only  the  home  salesmen 
could  learn  that  trick. — Kelly  Walker 


There  just  aren't  many  private 
places  left  in  this  world.  One  of 
the  last,  the  back  seat  of  a  taxi,  is 
headed  for  oblivion.  Blame  it  on  taxi- 
grams.  Soon  you  won't  be  able  to  miss 
them— even  if  you  want 
to — when  you  hire  a  cab  in 
New  York  City. 

A  taxigram  is  a  constant- 
ly changing  red  LED  (light 
emitting  diode)  display  al- 
ready mounted  on  the  parti- 
tion of  some  800  of  the 
city's  approximately  12,000 
taxicabs,  between  the  pas- 
senger and  the  driver,  di- 
rectly in  front  of  the 
former's  face.  The  display,  a 
20-inch-wide,  3-inch-high 
strip,  beams  messages  that 
run  from  right  to  left,  or  roll 
from  bottom  to  top,  as  soon 
as  the  driver  activates  his 
meter.  The  messages  don't 
stop  until  the  a 
turned  off. 

An  advertiser  can  -:ice  a  message 
of  up  to  100  characters  on  the  board 
and  will  be  charged  according  to  the 
number  of  cabs  he  would  like  it  dis- 
played in,  how  long  the  ad  will  run 
and  how  many  letters  it  has.  For  ex- 
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Step  on  it? 

ample,  a  75-to-100-character  message 
running  in  500  cabs  for  four  to  six 
months  will  cost  $4,875  per  month.  In 
return,  advertisers  are  promised  an 
audience    that's    54%    female,    46% 


am  in  a  New  York  City  cab 
"You  don't  have  to  look  if  you  don't  want  to. 


male,  48%  between  the  ages  of  25  and 
39  and  with  average  salaries  of 
$26,000.  What  they  aren't  promised  is 
that  consumers  will  like  what  they're 
seeing. 

It's  the  brainchild  of  Donald  Chip- 
man,  president  of  Taxigrams,  Inc.  The 


display  was  created,  he  says,  both  to 
prevent  boredom  in  a  long  cab  ride 
across  town  and  to  break  the  ice  be- 
tween passengers  and  cab  drivers, 
supposedly  leading  to  a  better  tip  for 
the  latter.  Some  cab  drivers, 
who  receive  no  extra  com- 
pensation for  having  the 
board  in  their  cars,  are  dis- 
covering that  the  taxigram 
does  indeed  break  the  ice  as 
passengers  frequently  ask  if 
it  can  be  turned  off  and, 
when  they  learn  that  it 
can't,  may  leave  no  tip  at 
all.  Says  Chipman:  "You 
don't  have  to  look  if  you 
don't  want  to." 

Chipman  hopes  eventu- 
ally to  go  national  with 
Taxigram,  Inc.  He  says  he 
has  even  had  queries  from 
abroad.  Before  he  inundates 
the  world  with  his  new  me- 
dium, however,  both  he  and 


the  advertisers  might  be  wise  to  pay 
heed  to  what  the  passengers  are  al- 
ready saying.  On  the  tentative  evi- 
dence to  date,  in  New  York  City  at 
least,  it  may  be  that  the  medium  and 
the  message  don't  jibe. — K.  W. 
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Think  tank. 
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The  best  thing  about  thinking 
in  the  shower  is  that  you  can 
think  about  anything  at  all. 
Even  work. 

A  company  called  TRW  gets  a 
lot  of  personal  think-time  from 
its  employees.  People  like 
thinking  of  new  ideas,  then 
making  them  work.  And  TRW 
people  know  their  ideas  will 
have  a  chance.  Last  year,  people 
who  worked  at  TRW  filed 
hundreds  of  patents  — in  such 
fields  as  fiber  optics,  micro- 
electronics, laser  technology. 


We  don't  know  how  many  of 
those  new  ideas  started  in  the 
shower.  But  we  helped  keep 
them  from  going  down  the 
drain. 

Tomorrow  is  taking  shape  at  a 
company  called  TRW. 
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A  Company  Called  TRW 


Technology 


Edited  by  Stephen  Kindel 


The  kaleidoscope,  once  a  Victorian  play- 
thing, is  now  a  delightful  marriage  of  high 
science  and  high  art. 


The  light 
fantastic 


* 


Charles  G.  Bush,  19th  century 
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Karelitz  polarized  light  Karascope 


By  Nicholas  Shrady 


Sir  David  Brewster  was  surely  a 
man  of  parts.  An  eminent  19th- 
century  Scottish  natural  scien- 
tist and  clergyman,  Brewster  invented 
the  kaleidoscope  in  1816  in  the  course 
of  research  into  light  and  optics.  In 
the  process  he  not  only  managed  to 
further  science,  but  he  also  captured 
the  public's  imagination.  Brewster's 
"philosophical  instrument"  was  an 
overnight  success:  Within  months  of 
its  invention  over  200,000  kaleido- 
scopes had  been  sold  in  Paris  and  Lon- 
don alone.  Unfortunately,  few  of 
these  were  of  Brewster's  making,  and 
he  profited  little  from  their  success. 
Of  the  inferior  copies  of  his  ingenious 
invention  he  could  only  claim  that 
"there  are  not  1,000  constructed  upon 
scientific  principles  and  capable  of 
giving  anything  like  a  correct  idea  of 
the  power  of  the  kaleidoscope." 

The  scientific  principles  on  which 
the  kaleidoscope  works  are  relatively 
simple.  At  play  are  the  image-forming 
properties  of  two  and  sometimes 
three  inclined  mirrors.  The  mirrors 
are  enclosed  in  a  tube  having  at  one 
end  an  eyepiece  and  at  the  other  an 
often  rotating  "object  box"  contain- 
ing bits  of  colored  glass  and  trinkets. 
The  total  nun, '  mages  depends 

upon  the  angk  mirrors.  A  90- 

degree  angle  result-:  i  i  four  images,  60 
degrees  in  six  ima(  s,  45  degrees  in 
eight  images  and  sl  a.  While  those 
basics  haven't  char  Libstantial 

advances  have  been  made  since  Brew- 
ster's time  in  our  understanding  of 


light.  An  entirely  new  generation  of 
kaleidoscope  makers  is  putting  that 
knowledge  to  work  in  ways  that 
Brewster  could  never  have  imagined. 

Craig  V.  Musser  and  William 
O'Connor  of  New  York's  Van  Dyke, 
Ltd.  build  kaleidoscopes  based  on  the 
American  classic  produced  by  Charles 
G.  Bush  in  the  late  19th  century,  but 
they  have  updated  and  perfected  cer- 
tain features  that  would  have  been 
impossible  over  100  years  ago.  "We 
saw  a  tremendous  need  to  refine  and 
elaborate  upon  the  glass  elements  in 
the  object  box,"  says  Musser.  "The 
Victorians  were  concerned  with  craft- 
ing elaborate  exteriors,  yet  the  glass 
pieces  were,  on  the  whole,  rather 
crude."  There  is  nothing  random 
about  the  selection  of  glass  pieces  for 
the  Van  Dyke  kaleidoscopes.  O'Con- 
nor, a  glassblower  from  North  Haven, 
Conn,  who  formed  a  partnership  with 
Musser  in  1980,  regards  each  element 
of  handblown  and  lamp-worked  glass 
as  a  piece  of  exquisite  sculpture.  The 
myriad  delicate  configurations,  usual- 
ly 30  to  40  per  object  box,  resemble 
minarets,  helixes,  lightning  bolts  and 
shepherd's  crooks.  They  are  richly 
colored  and  often  contain  mineral  oil 
to  create  a  gradual  drifting  motion 
when  moved.  From  these  sculptural 
shapes  come  kaleidoscopic  images  of 
unprecedented  brilliance  and  original- 
ity that  might  never  again  repeat 
themselves  in  exactly  the  same  form. 

Musser  also  attributes  the  clarity  of 
his  images  to  advances  in  the  reflec- 
tive power  of  today's  mirrors.  "A 
graying  effect  could  occur  in  earlier 


Light  lines 

Though  the  artists  whose  kalei- 
doscopes appear  here  have  used  a 
variety  of  methods  to  produce 
their  images,  all  kaleidoscopes 
share  certain  basic  elements  of 
construction.  At  one  end  there  is  an 
object  box  that  rotates.  It  con- 
tains bits  of  colored  glass  or  light     j 
filters.  Images  change  as  those 
elements  rearrange  themselves 
inside  the  object  box.  These  image   , 
are  refracted  by  mirrors  fit  longitu    ! 
dinally  into  the  kaleidoscope's 
tube.  Depending  on  the  angles  of  t\   ' 
mirrors'  surfaces  to  each  other, 
the  number  of  images  increases:  91   ! 
degrees  gives  four  images,  60  degr    | 
six  images,  45  degrees  eight  image 
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ANNOUNCING  THE  B 
OF  THE  OVERSIZED  C 


1984  NCR  Corporation 


INNING  OF  THE  END 

■  H^l  'Hk  Something  is  happening  to  the  huge 

HI^Bl  E^LY  computers  huge  corporations  use. 

'■^p     B   |  ■      Iw  They're  shrinking,  both  in  size 

IB      ^y  i«9  and  in  importance. 

And  perhaps  the  most  dramatic 
example  of  what  the  future  will  bring 
is  a  remarkable  NCR  computer  that 
packs  a  roomful  of  computer  power 
into  a  box  the  size  of  a  suitcase. 

The  technology  that  made  it  pos- 
sible is  called  VLSI  (for  very  large 
scale  integration).  It  allows  us  to 
put  70,000  electronic  elements  on 
a  chip  the  size  of  a  fingernail. 

This  technology  also  makes  this 
computer  faster,  more  reliable  and 
easier  to  service  than  its  much 
bigger  cousins. 

And,  unlike  them,  it  needs  no 
special  air  conditioning  or  special 
wiring.  All  you  do  is  plug  it  in. 

But  the  bottom  line  is  that  it 
dramatically  reduces  the  price  of 
computing  power. 

Even  huge  corporations  can't 
pass  up  a  deal  like  that. 

That's  why  bigger  computers 
aren't  necessarily  better  anymore. 

INNOVATIVE  COMPUTER 
TECHNOLOGY. 

YOU  CAN  EXPECT  IT 
FROM  NCR. 


NCR 


Technology 


scopes  as  successive  reflections  be- 
came more  diluted.  But  now,  with  our 
telescopic-quality  mirrors,  there  is  no 
detectable  loss  of  definition.  The  im- 
age is  crystal  clear." 

While  Musser  and  O'Connor  have 
improved  on  a  traditional  path,  artist 
Judith  Karelitz  views  the  kaleido- 
scope as  an  ideal  medium  to  study  the 
play  of  polarized  light. 
Through  her  experimenta- 
tion with  polarized  light,  she 
developed  a  variation  of  the 
kaleidoscope  that's  known, 
appropriately  enough,  as  the 
Karelitz  Kaleidoscope.  These 
crystalline  Plexiglas  tubes 
use  no  mirrors.  Rather,  they 
utilize  the  qualities  of  the 
light  spectrum  itself.  White 
light  is  polarized  along  one 
plane  as  it  passes  through  po- 
larized film  at  the  base  of  the 
scope.  The  light  then  enters 
clear,  colorless  pieces  of  dou- 
bly refracting  material  and  is 
transformed  to  produce  a 
startling  array  of  colors. 
"One  of  the  kaleidoscope's 
most  significant  qualities," 
says  Karelitz,  "is  the  ability 
to  hold  a  design  constant  and  change 
only  the  colors  of  the  image.  This  is  a 
significant  innovation  that  would  not 
have  been  possible  had  it  not  been  for 
Edwin  H.  Land  and  his  invention  of 
the  synthetic  sheet  polarizer." 

Unlike  the  symmetry  produced  by 


Photos  bv  Wavne  Sorce 


Craig  Musser  at  work;  Van  Dyke  object  box  (above) 
Images  of  unprecedented  brilliance  and  originality 
that  might  never  repeat  themselves. 


traditional  kaleidoscopes,  including 
the  Karelitz  Kaleidoscope,  another 
version,  the  Karascope,  creates  asym- 
metrical forms  that  spiral  toward  the 
eye  and  are  reminiscent  of  those 
found  in  the  works  of  painter  Paul 
Klee.   The   Karascope  was   commis- 


sioned by  the  Museum  of  Modern  Art 
and  the  Karascope  II  by  the  Smithson- 
ian Institution;  both  sell  their  ver- 
sions in  their  museum  shops. 

The  advent  of  Plexiglas  also  offered 
Karelitz  the  advantage  of  working  with 
material  that  is  both  durable  and  trans- 
parent; it  gives  her  kaleidoscopes  a 
decidedly  clean  and  modern  line  that 
distinguishes  them  from  the  kaleido- 
scopes of  the  past  and  the  profusion  of 
replicas.  "I  developed  these  scopes  as 
pieces  of  sculpture,"  says  Karelitz. 
"The  external  lines  of  the  kaleido- 
scopes are  as  important  to  me  as  the 
internal  imagery." 

Evidently,  passive  technol- 
ogy is  not  enough  for  Peach 
Reynolds  of  Kaleidovision, 
Inc.  in  Austin,  Tex.  His  elec- 
tronic kaleidoscope  is  by  far 
the  most  technologically  ad- 
vanced model  on  the  market. 
It  contains  sound-activated 
lights  that  respond  to  music, 
conversation  or  even  the  din 
of  traffic.  He  has  also  devel- 
oped the  capacity  to  project 
kaleidoscopic  images,  an  in- 
novation that  could  very  well 
shift  viewing  from  an  eye- 
piece to  a  gallery.  "Through 
today's  technology,"  Reyn- 
olds says,  "the  artistic  hori- 
zons for  kaleidoscopes  are  as 
limitless  as  the  images  they 

create." 

Although  Sir  David  Brewster  envi- 
sioned countless  commercial  applica- 
tions for  his  kaleidoscope — including 
its  use  as  a  design  device  for  the  con- 
struction of  rose  windows  in 
churches — perhaps  he  overlooked  its 
most  obvious  appeal,  the  appeal  of  art. 


Stanford  University,  which  owns 
the  patent  rights  to  recombinant 
DNA,  ought  to  be  sitting  pretty  these 
days.  Stanford's  technology  makes  it 
possible  to  clone  large  quantities  of 
valuable  compounds  such  as  inter- 
feron and  insulin,  and  it  reasonably 
ought  to  earn  millions  of  dollars  for 
the  university  within  a  decade. 

But  Stanford  may  never  take  in 
more  than  a  fraction  of  its  potential 
earnings.  Although  the  university 
charges  a  reasonable  1%  to  0.5%, 
based  on  volume  of  gross  sales  of  end 
product,  some  companies  are  .onsid- 
enng  challenges  to  the  pat?  id 

when  royalty  payments  materialize. 

Among  the  potential  cha:i::i.. 
Exxon  Research  &  Engineering  i 
1981,  when  Stanford  fir; 
license  on  the  patent,  then  Exxon  at- 
torney Albert  Halluin  wrote  an  article 


Gene  wars 

on  patenting  the  results  of  genetic 
engineering  in  which  he  pointed  out 
the  pitfalls  of  the  early  patents.  While 
68  companies  signed  up  for  a  Stanford 
license,  Exxon  did  not. 

Exxon's  position  reflects  the  uncer- 
tainties about  patents  that  are  now 
plaguing  the  entire  biotechnology  in- 
dustry and  depressing  company  valu- 
ations just  when  products  are  finally 
beginning  to  flow  out  of  the  lab.  Who 
wants  to  invest  in  a  company's  tech- 
nology when  anyone  might  knock  it 
off,  and  when  the  patent  protecting  it 
might  not  stand  up  in  court? 

A  patent  is  only  as  good  as  the  mon- 
ey you're  prepared  to  spend  defending 
it,  runs  an  old  principle  of  patent  law. 
But  there  are  good  patents  and  there 
.re  better  patents.  The  unpredictable 
ni  cure  of  microorganisms  almost  by 
definition  makes  for  bad  patents.  As  a 


result,  most  industry  observers  fore- 
see genetic  engineering  as  a  field  that 
will  make  lawyers  rich.  Many  compa- 
nies are  developing  identical  com- 
pounds, but  virtually  nothing  is  being 
sold,  so  patent  protection  is  one  of  the 
major  ways  to  begin  cornering  a  mar- 
ket. Investors,  moreover,  use  patents 
as  an  index  of  accomplishment,  espe- 
cially for  startup  companies,  says  Mi- 
chael Epstein,  an  attorney  with  Weil, 
Gotshal  &.  Manges.  As  a  result,  com- 
panies are  patenting  everything  in 
sight.  Cetus  Corp.  annually  spends  on 
patents  more  than  $1  million  of  its 
$45  million  budget,  while  Biogen 
N.V.  spent  close  to  $1  million  in 
1983,  out  of  total  expenditures  of  $30 
million. 

Out  of  all  that  patent  overlap  comes 
litigation.  On  the  U.S.  District  Court 
for  northern  California  docket: 
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Easy  Link  Does  For  Mail 
What  Instant  Did  For  Coffee. 


EasyUm 

For  more  information  can 
1800-554-7000 


When  coffee  turned 
instant,  it  ended  the  wait 

Now,  thanks  to 
Western  Unions 
EasyLink5"  service, 
the  wait  for  your 
'  mail  is  over  too. 

All  you 
j  need  is  access 
1  to  a  personal 
computer, 
word  proces 
Isor,  or  for  that  matter 
any  equipment  able  to  communicate  over  the  tele- 
|  phone,  and  you're  ready  for  the  hottest  new  instant. 
|  EasyLink  Instant  Mail5"  service. 

In  the  time  it  takes  to  boil  water. 
EasyLink  can  have  your  legal  brief  in  Los 
Angeles.  Your  invoice  in  Indianapolis.  Your  report 
in  Rochester. 

In  fact,  with  EasyLink  you  can  send  almost  any 
type  or  length  correspondence  to  any  personal  com- 
puter or  word  processor  on  the  EasyLink  network. 
Even  the  Worldwide  Telex  network.  Easily. 
Instantly. 

You  can  even  reach  people  without  equipment. 
Now  with  EasyLink's  instant  access  to 
Western  Union's  Worldwide  communications  ser- 
vices, they'll  have  a  copy  of  your  correspondence  in 
no  time. 

No  matter  what  brand  you  use. 

No  matter  what  type  equipment  you  own. 
EasyLink  allows  you  to  send  mail  instantly. 


Thanks  to 
EasyLink's  ability  to 
translate  instantly 
from  one  computer  to 
the  next,  you  don't 
need  any  special 
equipment. 

EasyLink  holds 

your  incoming 
mail  while  you're 
out  for  coffee. 

Any  corre- 
spondence that  comes  in  while 
you're  out  will  be  kept  for  you  in  your  own 
private  "Intelligent"  mail  box. 

Even  if  you're  busy  on  your  computer  at  the 
time  your  mail  arrives,  it  will  be  held  until  the 
instant  you're  ready  to  call  for  it. 

When  you're  on  a  break,  no  one  can  break  in. 

EasyLink  protects  you  with  a  3-step  security 
system. 

Only  you  and  the  people  you  choose  to  trust 
ever  have  access  to  your  EasyLink  service. 

Let's  not  forget  the  sugar. 

Signing  up  for  EasyLink  is  fast,  easy  and 
sweet,  because  it's  free. 

There's  no  monthly  service  charge.  There's 
no  installation. 

And  the  cost  per  message  is  generally  less 
than  communicating  over  the  phone. 

For  more  information  write  EasyLink 
Instant  Mail,  P.O.  Box  37472,  Dept.  204,  Omaha, 
Nebraska  68137  or  call  1-800-554-7000. 

Western  Union 
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Why Just mail  it.  when  you  can  Instant  Mail  it 


•  Revlon  has  sued  Genen- 
tech  and  Chiron  Corp.  for  in- 
fringement of  a  technique 
that  has  made  it  possible  to 
clone  a  blood  clotting  pro- 
tein. A  market  of  20,000  he- 
mophiliacs is  at  stake. 

•  Hybritech  Inc.  has  sued 
Monoclonal  Antibodies,  Inc. 
for  infringement  of  a  medical 
diagnostic  technique  used  in 
a  pregnancy  test  kit  the  latter 
company  sells. 

•  Legal  contests  could  also 
develop  between  Biogen,  on 
the  one  hand,  and  Hoff- 
mann-LaRoche  and  Genen- 
tech  on  the  other  hand  over 
rights  to  alpha  interferon. 
Biogen  has  been  granted  a  European 
patent  that  Hoffmann-LaRoche,  ex- 
clusive licensee  to  Genentech,  may 
challenge.  Both  companies  have  filed 
U.S.  patent  applications. 

Inevitably,  these  are  tough  cases. 
Strictly  speaking,  products  of  nature 
and  previously  known  man-made 
products  cannot  be  patented.  But  U.S. 
courts  have  held  that  the  most  minor 
structural  modifications,  and  even 
mere  purification,  are  grounds  for  pat- 
entability if  they  cause  dramatic 
changes  in  what  the  product  can  do. 
These  changes  might  include  elimi- 
nation of  a  drug's  side  effects,  or  addi- 
tions to  its  roster  of  treatable  diseases. 

But  that  leaves  unanswered  the 
question  of  how  different  the  new 
properties  of  a  compound  must  be.  For 
example,  changes  in  the  potency  of  a 
drug  might  confer  patentability,  but 
how  much  of  a  change  is  needed? 
Questions  of  this  sort  will  be  decided 
partly  on  the  basis  of  "obviousness." 
An  invention  cannot  be  patented  if  it 
would  have  been  "obvious"  to  some- 
one of  "ordinary  skill  in  the  art." 
Judging  what  is  not  obvious  is  not 
easy.  "It  comes  down  to  what  col- 
leagues accept  as  a  new  contribu- 
tion," says  Zsolt  Harsanyi,  formerly 
vice  president  of  E.F.  Hutton  and  a 
noted  expert  in  the  field  of  biotech- 
nology. "The  field  is  advancing  so 
quickly  that  what  is  considered  non- 
obvious  might  change  bimonthly,  yet 
a  nontechnical  judge  hearing  a  case 
would  have  to  reconstruct  the  state  of 
the  art  as  it  existed  at  the  time  of  the 
invention." 

Since  what  ought  to  be  obvious  ob- 
viously isn't,  many  patents  are  likely 
to  be  challenge  ■■.zm  attorneys. 

"[The  Patent  0  Lag  with  a 

newly  emerging  y,   and  it 

may  sometimes  to  get 

hold  of  all  the  p;  ology  and 

keep  up,"  responds  B 
assistant  commiss;     ,er  for  patents. 


While  questions  of  obviousness  can 
be  difficult  to  resolve  in  any  fast-mov- 
ing technology,  the  patenting  require- 
ment for  "enablement"  creates  spe- 
cial problems  for  biotechnology  be- 
cause it  is  a  new  field.  A  patent  is  like 
a  recipe  in  that  it  must  enable  anyone 
skilled  in  the  relevant  trade  to  repro- 
duce the  invention.  But  some  pro- 
cesses in  biotechnology — cloning 
molecules  into  microorganisms,  for 
example — are  so  hard  to  copy  that  a 
written  description  is  deemed  insuffi- 


cient to  meet  the  require- 
ment. Instead,  patent  appli- 
cants can  deposit  their  mi- 
crobes in  one  of  three 
depositories,  such  as  the 
American  Type  Culture  Col- 
lection in  Rockville,  Md., 
which  make  them  available 
to  other  scientists  at  nomi- 
nal cost. 

Companies  hesitate  to  de- 
posit their  strains  because  it 
amounts  to  "turn[ing]  over 
the  factory  to  the  competi- 
tors," says  Geoffrey  Kamy,  a 
Washington,  D .  C .  lawyer  spe- 
cializing in  biotechnology. 
This  makes  it  easier  to  "in- 
GaryHaiigren  vent  around"  a  patent  and 
abets  infringement  of  process  patents. 
Until  patent  issues  are  clearly  de- 
fined, many  companies  are  dealing 
with  the  problem  by  narrowing  their 
claims.  But  an  even  better  defense,  says 
Walter  Gilbert,  Biogen's  CEO,  is  to  be 
first  into  the  market.  "In  this  business, 
the  commitment  to  develop  a  product 
has  to  be  made  without  counting  on 
broad  patent  protection.  What  is  im- 
portant is  the  marketing  of  the  new 
product  and  the  speed  with  which  it 
reaches  the  market." — David  Holzman 


Technology 


Health 


Surgery  was  always  limited  by  the  fact  that 
surgeons  could  repair  only  what  they 
could  see.  Then  surgeons  discovered  the 
power  of  the  microscope. 

The  eye  of 
the  needle 


By  Robert  Teitelman 


DESPITE  SOME  SPECTACULAR  SUC- 
cesses,  modern  surgeons,  like 
their  precursors  the  barbers, 
have  always  been  better  at  cutting 
than  repairing.  But  consider  some  of 
these  repairs  recently  presented  in  pa- 
pers at  the  eighth  International  Mi- 


crosurgical   Congress    sponsored   by 
Pittsburgh,  Pa.'s  Mercy  Hospital: 

•  Dr.  Joseph  Bao  of  Shanghai,  China 
reported  reattaching  the  hand  of  a  42- 
day-old  baby,  the  youngest  ever,  using 
microsurgical  techniques.  Bao's 
Shanghai  team  claims  to  have  done 
more  of  these  kinds  of  reimplanta- 
tions than  any  other  team. 
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THE  BIG  THREE  IN  BUSINESS 

SOFTWARE.  BEFORE  YOU  BUY. 

SEE  HOW  THEY  RUH. 


Run  their  general  ledger.  Their  payroll /personnel. 
Their  entire  product  line  of  financial  and  human  resources 
software.  Run  the  packages  on  your  mainframe  and  link 
them  to  your  PC's.  Run  them  together  and  see  if  they 
work  together. 

We  believe  you'll  discover  that  two 
of  the  big  three  offer  the  mere  appear- 
ance of  integration,  while  one  offers 
the  real  thing.  Millennium.  A  true 
family  of  systems  in  which  the 
whole  works  as  smoothly 
as  any  part.  In  which  every  package  has  the 
same  query  mechanism,  the  same  report 
writers,  the  same  screen  generation, 
the  same  on-line  documentation, 
security  and  real-time  capabil- 
ities. Giving  you  more  efficiency 
than  ever  before  from  all  your  data  processing  resources. 
Of  the  big  three  in  software,  who's  blind  to  integration 
and  who's  not?  When  you  see  how  they  run,  you'll  know 
the  answer. 

WHEN  YOU  THINK  ABOUT  TOMORROW, 
MILLENNIUM  MAKES  SENSE  TODAY. 

M'Cormack  &  Dodge 

nn  a  company  of 

liJU  TheDun&Bradstreet Corporation 


McCormack  &  Dodge  Corporation,  1225  Worcester  Road,  Natick,  MA  01760 
Sales  and  support  offices  throughout  North  and  South  America,  Europe,  Asia,  Australia  and  Africa.  800-343-0325.  Telex:  710-325-0329 


Health 


•  Dr.  Geoffrey  Hallock  of  Lehigh 
Valley  Hospital  Center  in  Allentown, 
Pa.  performed  microsurgery  on  mice 
fetuses  to  correct  cleft  lips.  Normal 
cleft-lip  surgery  leaves  a  disfiguring 
scar.  But  by  performing  the  surgery  in 
the  uterus  before  the  mice  fully  devel- 
oped their  tissue-repair  mechanisms, 
Hallock  was  able  to  avoid  the  devel- 
opment of  scar  tissue. 

•  Dr.  Earl  Owen,  the  medical  direc- 
tor of  the  Microsearch  Foundation  of 
Sydney,  Australia,  reported  using  mi- 
crosurgery both  for  correcting  male 
and  female  infertility  and  in  reversing 
vasectomies  and  some  forms  of  fe- 
male sterilizations. 

Aside  from  such  wonders,  micro- 
surgery provides  some  significant 
benefits  over  conventional  surgery. 
For  example,  microsurgical  tech- 
niques can  simplify  a  long,  painful 
and  expensive  series  of  conventional 
reconstructive  surgeries.  "Microsur- 
gery allows  the  physician  to  complete 
the  job  in  one  step,"  says  Dr.  Elias 
Hilal  of  Pittsburgh's  Mercy  Hospital. 


"It  gives  the  patient  a  short  rehabilita- 
tion and  makes  him  functional  much 
more  quickly." 

Microsurgery  began  in  the  1920s, 
when  eye-and-ear  surgeons  were 
striving  to  develop  more  precise  tech- 
niques for  operating  on  tiny  anatomi- 
cal structures.  By  using  a  microscope, 
and  developing  precise  instruments, 
they  found  that  they  could  make  re- 
pairs previously  thought  impossible. 
Those  techniques  were  soon  picked 
up  by  other  specialists  who  began  do- 
ing experimental  work — trying,  for 
example,  to  reattach  rabbit  ears  and 
monkey  fingers.  "By  the  mid-1960s 
we  proved  that  these  things  could  be 
repaired,  but  it  took  until  the  late 
Seventies  to  get  it  to  wide  clinical 
use,"  says  Dr.  Harry  Buncke  of  the 
Ralph  K.  Davies  Medical  Center  in 
San  Francisco.  Today  Buncke's  team 
does  two  to  five  emergency  surgical 
reimplantations  a  week  and  up  to  sev- 
en elective  microsurgical  transplants. 
"We'll  often  have  more  people  in  for 
microsurgery  than  for  conventional 
work,"  he  says. 

The  key  technique  of  microsurgery 
is  called  anastamosis — the  surgical 
joining  of  two  tubes.  That's  more  im- 
portant than  it  sounds,  for,  as  Owen 


says  flatly,  "The  body  is  really  noth- 
ing but  a  series  of  tubes,  large  and 
small,  all  connected."  The  real  diffi- 
culty in  an  anastamosis  is  the  delica- 
cy required  to  operate  on,  say,  an  ar- 
tery just  1  millimeter  in  diameter: 
Perform  sloppy  suturing  and  the 
opening,  or  lumen,  clogs  with  clotting 
or  scar  tissue. 

The  most  common  form  of  anasta- 
mosis involves  rejoining  a  severed  ar- 
tery the  diameter  of  a  paper-clip  wire. 
Under  a  microscope  the  surgeon  sees 
the  artery  split  like  a  snapped  garden 
hose.  In  his  hands  he  cradles  a  number 
of  tiny  tools — needle  holders,  scis- 
sors, forceps,  tiny  clamps — with  fine- 
ly honed  cutting  and  holding  surfaces. 
Unlike  conventional  surgeons  the  mi- 
crosurgeon  does  not  use  his  wrist  to 
manipulate  the  instruments.  Instead, 
hunched  over  like  a  watchmaker,  he 
makes  small,  precise  movements 
with  his  fingers,  similar  to  writing 
with  a  pen. 

The  scale  of  the  surgeon's  tools  is 
truly  Lilliputian.  A  surgical  needle 
may  be  about  70  microns  wide,  about 
the  width  of  a  human  hair.  It  may  be 
threaded  with  an  even  finer  suture,  as 
narrow  as  15  microns,  or  twice  the 
size  of  a  red  blood  cell.  A  typical  arte- 


Surgical  procedure  under 

Like  a  watchmaker,  the  surgeon  makes  precise  movements  with  his  fingers,  instead  of  his  wrists. 


Louise  Gubh/Jullien 
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Taming  tough  environments  creates 
^    a  growth  environment  for  Colt. 


Cryogenic  tempera- 
tures that  freeze  oxy- 
gen. Heat  to  700 
degrees  Fahrenheit. 
Pressures  of  thousands  of 
ids  per  square  inch.  Once  it  was 
ght  that  only  asbestos  could  stand  up 
ch  tough  sealing  environments. 
But  now  there's  BLUE-GARD®,  a  family 
bestos-free  compressed  gasketing 
;rial  developed  and  produced  by  the 
3ck  Mechanical  Packing  Division  of 
Industries. 

BLUE-GARD  gasketing  is  a  blend  of 
netic  fibers  and  elastomeric  binders 
seals  better  than  asbestos  and,  in 
ong  run,  is  more  economical.  Used 
jghout  American  industry,  BLUE-GARD 


is  at  work  in  chemical  processing,  petro- 
leum refining,  metalworking,  power  gener- 
ation, pulp  and  papermaking,  food  process- 
ing. Sealing  in  gases  and  liquids,  sealing  out 
dirt  and  contaminants. 

Garlock  gasketing,  packings,  and  seals 
are  used  both  in  original  equipment  and 
as  replacements  in  scheduled  maintenance, 
a  good  example  of  Colt's  characteristic 
emphasis  on  its  aftermarkets. 

Garlock  is  a  great  name  in  American 
industry  and  one  of  the  reasons  for  the 
growth  environment  at  Colt  Industries. 

Colt,  a  leading  industrial  products 
company  with  annual  sales  in  excess  of  $1.5 
billion  in  the  aerospace  and  automotive 
industries,  in  machinery  and  equipment,  in 
materials  and  components. 


For  a  closer  look  at  Colt  Industries, 
write  for  our  latest  financial  reports. 
Colt  Industries  Inc.  Dept.  84B,  430  Park 
Avenue,  New  York,  New  York  10022. 

Holley  carburetors  •  Chandler  Evans  fuel  controls 

•  Menasco  aircraft  landing  gear  •  Garlock  industrial 
seals  and  components  •  Stemco  truck  products 

•  Fairbanks  Morse  diesel  engines,  pumps  •  Fairbanks 
industrial  scales  •  Pratt  &  Whitney  machine  tools 

•  Elox  electrical  discharge  machining  equipment 

•  Delavan  gas  turbine  products  •  Crucible  specialty 
steels,  permanent  magnets  •  Trent  welded  stainless 
steel  pipe  and  tubing  •  Qulncy  compressors  •  Colt 
firearms  •  Central  Moloney  transformers  •  Famam 
gaskets  •  France  compressor  products 

Colt  Industries 
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Tying  up  loose  ends 


The  key  technique  of  microsurgery  is  anastamosis — the  surgical  joining 
of  two  tubes.  The  trick  is  to  use  a  needle  the  diameter  of  a  human  hair 
and  sutures  as  thin  as  twice  the  size  of  a  red  blood  cell  to  join  a  blood 
vessel  as  thin  as  a  paper-clip  wire. 


Tendon 


Bone 

Vein 

Artery 

Nerve 


rial  anastamosis  might  take  anywhere 
from  four  to  ten  such  sutures.  "Any 
intelligent  surgeon  can  learn  the  tech- 
nique," says  Buncke.  "But  at  a  certain 
point,  manipulating  objects  that 
small  takes  a  kind  of  sixth  sense  you 
only  get  by  practicing." 

Increasingly,  microsurgery  is  find- 
ing its  way  into  internal  surgery.  For 
some  time,  Owen — a  flamboyant  fig- 
ure who  styles  himself  "Mr.  Micro- 
surgery"— has  been  convinced  that 
infertility  cases  were  perfect  for  mi- 
crosurgical techniques  because  many 
cases  of  infertility  are  caused  by  prob- 
lems in  two  tubular  structures,  the 
vas  deferens  of  the  male  or  the  fallo- 
pian tube  of  the  female.  Owen  argues 
that  infections,  often  caused  by  slop- 
pily performed  operations  in  the  abdo- 
men or  pelvic  regions,  create  blocks  in 
the  fallopian  tubes,  obstructing ,  the 
passage  of  the  egg  to  the  uterus.  More- 
over, both  male  and  some  female  ster- 
ilizations involve  cutting  off  the  tube 
so  that  the  sperm  or  egg  can't  travel  to 
iestination. 

Owen's  solution  to  this  problem  in- 
volves performing  an  anastamosis  of 
those  tubes.  In  the  case  of  women 
with  infections  of  the  fallopian  tube, 
Owen  has  succeeded  in  reversing  in- 
fertility by  cutiing  the  part  of  the  tube 
with  the  blockage  and  reconnecting 
the  ends.  Even  more  successful:  oper- 
ations to  reverse  vasectomies  and 
some  female  sterilizations.  In  a  vasec- 
tomy, he  simply  removes  the  clip  or 
tie  blocking  the  tube,  then  reconnects 
the  two  ends.  "A  highly  skilled 
plumbing  job, "  he  calls  i  t.  In  475  cases 
of  this  vasectomy  reversal,  called  a 
vasovasostomy,  over  ten  year:.,  Owen 


Michael  Reingold 

claims  84%  were  able  to  impregnate 
their  spouses  within  two  years,  and 
94%  had  a  normal  sperm  count. 

For  all  these  successes,  microsur- 
gery has  really  just  begun  to  come 
into  its  own.  For  one  thing,  research- 


ers continue  to  expand  the  fund  of 
basic  knowledge  about  the  body's  mi- 
croscopic features,  slowly  compiling  a 
road  map  of  sorts  for  microsurgeons. 
Also,  the  tools  of  the  microsurgeon 
are  advancing.  Lasers  may  soon  be 
used  both  for  more  precise  cutting  and 
as  a  kind  of  spot  welder.  Natural  glues 
have  been  tested  as  a  means  of  mak- 
ing severed  ends  adhere. 

More  important,  researchers  are 
just  beginning  to  probe  fields  such  as 
nerve  tissue  regeneration  and  immu- 
nosuppression, which  might  allow 
the  implanting  of  limbs  from  one  per- 
son to  another.  Some  microsurgeons 
believe  that  in  time  there  won't  be  a 
need  to  cut  at  all:  New  growth  hor- 
mones might  well  allow  the  body  to 
regrow  a  severed  hand  or  toe  without 
the  intervention  of  surgery. 

Even  microsurgery's  practitioners 
are  amazed  at  the  speed  of  innovation. 
"Microsurgery  has  advanced  so  rapid- 
ly we  have  no  idea  of  the  potentiali- 
ties of  the  present,  not  to  mention  the 
future,"  says  Buncke.  "It's  like  going 
to  Roger  Bannister  after  his  sub  4- 
minute  mile  and  asking  him  how  fast 
the  next  one  will  be.  The  future  could 
be  unlimited,  but  we've  hardly  had  a 
chance  to  think  about  it." 


Technology 


Software 


There  are  a  limited  number  of  reasons  for 
headaches,  but  the  vocabulary  of  pain  is 
unlimited.  That  makes  applying  computer 
logic  to  the  problem . . . 

A  headache 
in  software 


By  Francesca  Lunzer 


W 


ith  an  estimated  30  million 
Americans  suffering  from 
chronic,  debilitating  head 
pain,  headaches  are  not  only  a  field 
ripe  for  research,  but  they  also  would 
seem  to  lend  themselves  to  the  kind 
of  expert  classification  systems  that 


many  new  software  programs  attempt 
to  embody.  That's  because  almost  all 
headaches,  says  Dr.  David  R.  Coddon, 
director  of  the  Headache  Clinic  at 
New  York's  Mount  Sinai  Medical 
Center,  are  associated  with  changes 
in  blood  flow  through  the  coverings  of 
the  brain.  While  they  present  them- 
selves in  varying  ways  and  with  vary- 
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We're  Taking  IBM 

Public? 

Syntrex  can  bring  your  IBM  PC™  into  the 
mainstream  of  your  automation  system. 


An  IBM  PC  that  can't  talk 
to  the  rest  of  your  office 
system  is  a  serious  under- 
achiever.  It's  limited  to  basic 
PC  functions. 
But  with  the  Syntrex  Connec- 
tion, your  PC  can  exchange  data 
with  your  electronic  file  room, 
your  mainframe  and  minicomputers, 
and  with  other  PC's.  It  can  electronically 
transfer  information  -  such  as  spreadsheets  -  to  and  from 
your  secretary's  files,  eliminating  repetitive  typing.  It  can  merge 
figures  and  text,  process  text,  format  results,  communicate  with  other 
stations  anywhere  in  the  network. 

Don't  let  your  IBM  PC  operate  at  half  potential.  Call  right  away. 
Because  an  electronic  mind  is  a  terrible  thing  to  waste. 

SYNTREX  INCORPORATED    246  Industrial  Way  West  •  Eatontown,  NJ  07724 
1-800-526-2829/ in  MJ  (201)  542-1500 


IBM  PC  is  a  registered  trademark  of  IBM  Corporation. 


We're  on  a  roll. 


Software 


ing  amounts  of  pain,  a  large  part  of  a 
doctor's  diagnosis  comes  in  distin- 
guishing the  pain  the  patient  is  having 
and  knowing  where  in  the  head  it 
originates. 

With  the  knowledge  that 
headaches  could  in  some 
way  be  systematically  classi- 
fied, Dr.  James  H.  Francis,  a 
Dallas  family  practitioner 
specializing  in  headaches, 
decided  to  develop  a  program 
to  assist  in  headache  classifi- 
cation and  treatment.  His  re- 
search, which  began  about  1 5 
years  ago,  stemmed  from  his 
own  severe  headaches, 
which  were  so  complex  that 
no  one  had  been  able  to  diag- 
nose them.  Francis  decided 
that  only  a  computer  could 
handle  and  consider  all  the 
various  types  of  head  pain,  of 
which  he  says  there  are  288 
varieties  (though  most  head- 
ache sufferers  are  victims  of 
only  about  25  of  those). 

With  Francis'  program,  a     

patient  sits  at  a  computer  terminal 
and  answers  about  450  questions;  this 
takes  about  45  minutes.  In  addition  to 
general  questions  about  family  histo- 
ry and  the  location  of  the  pain,  the 
computerized  questionnaire  also  con- 
tains many  questions  about  possible 
"blocking  factors,"  such  as  caffeine 
consumption  and  depression.  In  many 
cases,  according  to  Francis,  a  treat- 
ment prescribed  for  a  headache  suffer- 
er may  be  absolutely  correct,  but  birth 
control  pills  or  too  much  caffeine  may 


be  keeping  it  from  working  on  the 
pain.  "Such  things  may  turn  out  not 
to  be  a  factor,"  he  says,  "but  the  com- 
puter throws  up  a  flag,  and  the  doctor 
can  look  into  the  matter."  Also,  while 
a  doctor  now  has  to  try  various  sorts 
of  treatments  to  cover  different  possi- 
bilities, the  computer  can  suggest  the 
neurological  and  physical  findings  to 
the  doctor.  The  result:  Exam  time, 


Physician  examining  a  patient  for  headache  symptoms 
Describing  pain  takes  time  and  patience. 


normally  an  hour,  can  be  reduced  to 
as  little  as  five  minutes. 

Francis  does  not  plan  to  market  it 
immediately.  He  and  his  coresearch- 
er,  a  psychologist,  hope  to  have  the 
program  available  within  two  years, 
but,  says  Francis,  "It's  got  to  be  really 
good  before  we  turn  it  loose." 

The  problem  in  getting  the  program 
ready  isn't  one  of  software  language; 
it's  the  nuances  of  language  in  gener- 
al. While  the  principles  of  English 
sentence  construction  may  be  univer- 


sal, pain  description  is  not,  and  the 
description  of  pain  is  a  large  part  of 
the  diagnosis.  One  man's  "drilling" 
pain  may  be  another's  "stabbing"  sen- 
sation. Getting  an  accurate  descrip- 
tion requires  time  and  patience. 

Sometimes  discrepancies  of  de- 
scription are  accounted  for  by  cultural 
differences,  says  Coddon.  Many  Ori- 
entals are  stoic  about  pain,  while  Lat- 
siephen  shames     ms  may  have  a  very  low  pain 

threshold.  "You're  not  treat- 
ing a  headache,"  says  Cod- 
don, "you're  treating  a  per- 
son with  a  particular  symp- 
tom. And  we  have  not  yet 
devised  a  questionnaire  that 
is  capable  of  measuring  or  in- 
terpreting the  meaning  of 
words  without  the  interplay 
of  a  human  being."  Coddon 
has  done  consulting  for  the 
National  Institutes  of  Health 
on  artificial  intelligence  sys- 
tems for  diagnosis  and  says 
that,  once  a  questionnaire  is 
worked  out,  such  programs 
could  help  eliminate  the 
enormous  number  of  mis- 
diagnosed headaches. 

Dr.  Gerald  Aranoff,  direc- 
tor of  the  Boston  Pain  Center 
at  the  Spalding  Rehabilita- 
tion Hospital  and  an  assistant  clinical 
professor  of  psychiatry  at  Tufts  Medi- 
cal Center,  is  far  less  sanguine  about 
headache  software:  "You  can't  have  a 
cookbook  to  diagnose  patients.  That's 
where  a  clinician's  acumen  is  impor- 
tant. It's  more  than  just  the  words 
they  use  to  describe  their  pain." 

Will  there  be  a  market  for  headache 
evaluation  software  despite  Aranoff's 
caveats?  Of  course  there  will.  But  the 
journey  to  the  marketplace  will  itself 
cause  many  a  headache  on  the  way. 


Apple  Computer  has  some  new  job 
classifications  that  may  find  their 
way  into  a  Department  of  Labor  fore- 
cast for  high-technology  jobs: 

Software  evangelist:  A  person  who 
spreads  the  word  among  third-party 
software  developers  that  they  should 
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Names  of  the  game 

write  their  programs  to  run  on  Apple's 
Macintosh  instead  of  IBM's  PC.  Apple 
sent  its  first  evangelists  off  with  the 
corporate  equivalent  of  angels' 
wings — perpetual  airline  tickets — to 
spread  the  gospel  according  to  Macin- 
tosh in  door-to-door  cold  calls.  There 
are  also  senior  and  assistant  software 
evangelists. 

Software  wizard:  A  top-notch  mind 
in  program  design.  (There  are  also 
hardware  wizards.) 

Marketing  buddy:  A  person  de- 
voting full  time  to  research. 
Marketing  ninja:   A  jack-of-all- 
trades  who  executes  any  urgent  mar- 
keting plan  the  fastest  possible  way. 

The  source  for  this  information, 
Apple's  Mike  Murray,  insists  that  Ap- 


ple is  not  trying  to  be  precious. 
"There  really  is  evangelism  in  this 
job,"  he  says.  "The  industry  is  young, 
and  there's  lots  of  energy  around."  But 
Murray  is  content  with  a  more  ordi- 
nary title:  director  of  marketing  for 
the  Macintosh  group. — Ellen  Benoit 

Illustrations  by  Patrick  McDonnell 
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INTRODUCING  THE  BURROUGHS  B25. 

THE  MICRO  COMPUTER 
THAT  GROWS  WITH  YOUR  BUSINESS. 

Buying  a  computer  is  a  lot  like 
hiring  an  employee.  You  need  one  that 
can  produce  a  lot  now  and  even  more 
in  the  future. 

Take  the  B25.  It's  modular,  so  when 
you  need  more  memory  or  storage, 
you  simply  snap  on  more  modules. 

Another  feature  that  allows  the  B25 


to  grow  with  you  is  its 
ability  to  network. 
You  just  add  worksta- 
tions and  people  will  be 
able  to  share  the  same 
data  and  memory  at  the 
same  time. 

You  can  also  share 
peripherals — like  printers.  Which 
means  several  workstations  can  be 
linked  to  one  printer  so  many  people 
can  use  it. 

What's  more,  the  B25  has  three 
operating  systems  (CP/M-86?  MS- 
DOS^BTOS)  so  you  can  run  the  most 
popular  software  available  today. 

And,  of  course,  the  B25  is  backed 
by  Burroughs'  worldwide  service  and 
support. 

The  Burroughs  B25.  You  wouldn't 


hire  a  person  who  couldn't  grow  with 
your  business.  Why  buy  a  computer 
that  can't? 


e  1984  BURROUGHS  CORPORATION 
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For  more  information  about  the  B25,  mail 
coupon  or  call  toll  free:  1-800-621-2020. 

Name/Title_ . 

Company 

Address 


City- 
State- 


Telephone 

Send  To:  Burroughs  Corporation, 

Dept.  B25,  RO.  Box  10934,  Chicago,  IL  60610 

Burroughs 

THE  QUESTION  ISN'T  WHO'S  BIGGER. 
IT'S  WHO'S  BETTER. 


MS-DOS  is  a  trademark  of  Microsoft  Corporation  CP/M  is  a  registered  trademark  of  Digital  Research,  Inc. 


Personal  Affairs 


Edited  by  William  G.  Flanagan 


Many  men  agonize  over  buying  clothes. 
Now  there  are  color  consultants  to  make 
the  process  less  painful 

Your  most 
suitable  colors 


Color  consultants  Candice  Gillis  (left)  and  Dominique  Isbecque  at  work 
For  New  Yorker  Kenneth  Freedman,  an  autumn  palette. 


By  Anne  McGrath 


What  colors  do  you  look  best 
in?  Before  you  slough  off  the 
whole  question  as  frivolous, 
bear  this  in  mind:  Limiting  your 
wardrobe  to  your  "season,"  as  color- 
ing experts  call  it,  can  mean  less  time 
spent  buying  clothes,  less  difficulty  in 
mixing  and  matching  and,  if  the  con- 
sultants are  right,  a  better  image.  All 
this  from  a  session  that  goes  for  the 


cost  of  a  few  decent  ties. 

Color  consulting  has  been  around 
in  the  women's  apparel  industry  for 
about  a  half-decade.  And  it  has  blos- 
somed into  an  industry — one  that  is 
now  taking  aim  at  men.  Especially 
men  who  hate  to  shop. 

The  process  is  simple.  You  spend  a 
couple  of  hours  with  a  color  consul- 
tant, and — for  anywhere  from  $40  to 
$250 — you'll  come  away  with  an 
analysis  of  your  coloring,  a  palette  of 


colors  best  suited  to  it  and  probably 
more  advice  than  you  have  ever  had 
before  on  how  to  consider  color,  tex- 
ture and  style  together  when  you 
choose  your  suits,  shirts  and  ties. 

If  you  have  no  clue  whatever  as  to 
what  colors  you  look  best  in,  you're 
not  alone.  The  National  Bureau  of 
Standards  says  scientists  can  detect 
some  5  million  colors.  So  the  choice 
can  be  bewildering. 

Consultants  like  Color  Me  Beauti- 
ful and  Color  1  Associates  (see  box,  p. 
213)  hold  that  everyone  is  born  with 
complexion  and  hair  and  eye  tones 
that  never  really  change,  even  as  skin 
tans  and  hair  grays.  Depending  on 
which  colors  you  put  on,  you  can  look 
healthy  and  vital  or  sallow  and  sick. 

"Body  colors  work  just  like  colors 
on  a  color  wheel  do,"  explains  Carole 
Jackson,  founder  of  Color  Me  Beauti- 
ful. "When  you  put  clothes  right  un- 
der your  face,  they  react  with  your 
skin."  The  idea  is  to  wear  only  shades 
that  complement  those  body  colors. 
Since  1980  Jackson's  network  has 
swelled  from  9  consultants  to  300, 
and  revenues  have  jumped  from 
$600,000  to  $6  million.  Last  year,  un- 
der pressure  from  consultants  who 
found  themselves  doing  as  much  as  a 
third  of  their  business  with  men,  Jack- 
son opened  a  brand-new  division, 
"Color  for  Men." 

Most  consultants  classify  clients' 
coloring  by  groups  they  call  seasons, 
handing  out  a  prepackaged  set  of  from 
30  to  60  shades  most  flattering  to  that 
color  type.  According  to  Clare  Revelli 
(author  of  Color  and  You  and  consul- 
tant to  companies  like  Clairol  and 
Renaissance  Eyewear),  a  typical 
"spring"  can  have  a  peach  skin  tone, 
golden-brown  hair  and  light  brown 
eyes.  A  "summer"  has  light  beige  or 
ruddy  skin,  blond  hair  and  gray,  green 
or  blue  eyes.  If  you're  an  "autumn," 
your  skin  is  probably  ivory  or  beige, 
your  hair  can  be  red  or  reddish  brown 
and  your  eyes  brown  or  hazel.  Classic 
"winters"  often  have  milk-white,  ol- 
ive or  black  skin,  black  hair  and  deep 
blue  or  brown  eyes. 

But  a  wide  range  of  variation  on 
these  types  is  possible,  so  most  con- 
sultants drape  clients  with  fabrics 
from  each  season's  palette  to  discover 
where  they  belong.  A  winter,  Revelli 
advises,  should  opt  for  clear  primary 
colors.  Summers  should  stick  with 
muted  pastels.  Springs  and  autumns 
look  best  in  warm  tones — bright  yel- 
lows and  light  blues  if  they're  spring 
men  and  earthy  colors  if  they  are 
autumns. 

"A  man  can't  just  buy  any  color 
suit,"  says  Judy  Lewis-Crum,  co- 
founder  of  Color  1.  "If  he  has  golden- 
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Where  to  get  color-coded 


California  is  where  it  all  began,  but  color  consul- 
tants are  sprouting  up  all  over  as  the  idea  catches 
fire.  Here  is  a  list  of  the  largest  firms. 

Color  1  Associates.  Has  400  consultants  nationwide 
and  abroad.  System  identifies  at  least  one  shade  of 
every  color  in  the  spectrum  you  can  wear,  and  tells  you 
which  shades  to  avoid.  Fees  range  from  $40  to  $100  for 
a  two-hour  session  that  can  include  advice  on  wardrobe 
and  accessories.  3176  Pullman  St.,  Suite  122,  Costa 
Mesa,  Calif.  92626;  714-545-4517. 

Color  Me  Beautiful.  Its  300  independent  consultants 
offer  group  sessions  for  four  men  that  last  three  hours 
and  cost  from  $120  to  $150.  Each  participant's  coloring 
is  identified,  and  he  gets  a  set  of  30  to  37  of  his  best 
shades.  Body  line  and  image  are  examined  for  best 
wardrobe  styles.  Founder  Carole  Jackson's  bestselling 
Color  Me  Beautiful  has  been  joined  by  Color  for  Men 
(Ballantine  Books,  $8.95  and  $19.95  respectively).  P.O. 
Box  3241,  Falls  Church,  Va.  22043;  800-533-5503,  or 
800-572-2335  in  Virginia. 

Rei'elli.  Revelli  applies  seasonal  color  theory  to  prod- 
uct design  for  such  companies  as  Clairol,  Renaissance 
Eyewear,  J. P.  Stevens.  Offers  an  analysis-by-mail  ser- 
vice for  individuals — you  fill  out  a  questionnaire  and 
pay  $19.95  for  your  personal  set  of  color  swatches.  Or 


do  it  yourself  with  Clare  Revelli's  guide  Color  and  You, 
published  by  Wallaby  Books,  a  division  of  Simon  & 
Schuster  ($4.95).  To  get  the  questionnaire,  write  Re- 
velli, 1850  Union  St.,  San  Francisco,  Calif.  94123;  415- 
563-6313. 

Fashion  Academy.  This  firm's  consultants — who  oper- 
ate independently  under  their  own  names — number 
about  350  in  the  U.S.  and  abroad.  A  21/2-to-3-hour 
session  typically  puts  you  in  a  seasonal  color  category 
and  takes  into  account  your  body  line  and  lifestyle  as 
well  as  your  coloring.  Fees  for  the  "Men's  Executive 
Grooming"  sessions  vary  by  location.  In  New  York,  for 
example,  Jennifer  Morris  ("It's  Your  Image")  charges 
$195.  The  Costa  Mesa  headquarters  office  charges 
$250.  To  be  referred  to  a  certified  Fashion  Academy 
consultant  in  your  area,  contact  the  main  office  at  2850 
Mesa  Verde  Drive  East,  Costa  Mesa,  Calif.  92626;  714- 
979-8073. 

Personal  Spectrums.  Also  mainly  in  the  business  of 
training.  Some  100  graduates  operate  independently  in 
major  cities.  Rates  range  from  $65  to  $150  for  a  season- 
al palette  of  swatches  in  up  to  100  shades  and  advice  on 
best  fabrics  and  wardrobe  styles.  To  find  a  Personal 
Spectrums  graduate,  write  660  Josina  Ave.,  Palo  Alto, 
Calif.  94306;  415-494-0317.— A.  McG. 


beige  skin  and  black  hair,  a  taupe-gray 
suit  will  make  his  skin  look  dull.  He 
needs  a  clear  gray,  devoid  of  brown." 
He  must  recognize  the  difference,  she 
points  out,  because  of  the  impact  his 
appearance  will  have. 

"People  respond  to  a  visually  har- 
monious person,"  she  says.  "When 
you  walk  into  a  room  the  first  thing 
people  notice  is  color,  before  size  or 
shape.  So  color  can  be  critical  to  that 
first  impression." 

"I  was  skeptical  at  first,"  admits 
computer  consultant  F.  Kenneth 
Freedman,  who  recently  had  his  best 
colors  plotted  by  New  York  consul- 
tant Dominique  Isbecque.  "But  it 
made  sense  to  me  that  color  can  have 
an  effect.  Color  can't  do  it  all,  but  if 
you're  wrong,  it  can  belie  the  message 
you're  trying  to  get  across." 

Color  1  consultants  take  a  different 
tack  than  niost  analysts:  They  pass 
strips  of  their  700  shades  under  your 
chin,  and  find  out  where  you  belong 
on  their  list  of  12  color  types.  Then 
they  paste  up  your  personalized  chart. 
"Everybody  can  wear  at  least  one 
shade  of  every  color  in  the  spectrum," 
says  Color  1  associate  Ruth  Mechur. 
"He  just  can't  wear  every  shade." 
Very  few  men,  for  example,  can  get 
away  with  stark  white.  Nobody  looks 
his  best  in  a  shirt  that's  whiter  than 
his  teeth. 

Michael  Oster,  a  vice  president 
with  insurance  firm  Frank  B.  Hall,  has 
learned  he  is  a  summer.  "Fall  is  not 
my  season,"  he  says.  "All  those  rusts 


and  browns  and  heathers  and  plaids — 
I'd  look  like  I  was  dead.  And  green!  I 
can't  have  any  green  things  unless 
they're  on  the  plate  in  front  of  me." 
For  the  past  several  months  Oster  has 
been  decorating  his  new  home  in  the 
same  dusty  pastels  he  now  wears. 

Looking  great,  believers  contend,  is 
only  the  first  of  many  benefits.  Shop- 
ping decisions,  says  Bernard  Gold- 
smith, director  of  corporate  finance 
for  brokerage  firm  Van  Kasper  &  Co., 
become  vastly  simplified.  "I  have  a  lot 
fewer  choices  to  make,"  he  says. 

"When  I  go  to  a  rack  of  42s,  I  know 
already  that  the  beiges  and  rusts 
aren't  even  part  of  the  decision,"  says 
Oakland  real  estate  developer  Robert 
Falaschi,  a  classic  winter. 

Once  he  was  told  he  was  a  winter, 
Falaschi  didn't  zoom  right  out  and 
buy  a  new  wardrobe.  He  spent  a  year 
weeding  out  the  browns  and  oranges 
and  substituting  cool  blues  and  bur- 
gundies. If  you're  conscientious  about 
sticking  to  your  colors,  he  says,  you 
should  end  up  with  a  wardrobe  that's 
smaller  but  that  returns  a  whole  lot 
more  on  the  investment.  Getting 
dressed  in  the  morning  and  packing  a 
compact  travel  wardrobe  suddenly  no 
longer  require  endless  agonizing. 

For  many  busy  executives  the  big- 
gest bonus  is  likely  to  be  emancipa- 
tion from  the  ranks  of  miserable 
clothes  shoppers.  Ski  industry  consul- 
tant John  Mohan  and  Kent  Sweitzer, 
head  of  advanced  product  develop- 
ment for  CooperVision,  both  admit 


with  delight  that  they  often  rely  on 
their  wives  to  take  their  charts  and  do 
their  shopping  for  them. 

It  probably  won't  be  long,  either, 
before  you  can  simply  call  the  person- 
al shopping  service  in  your  favorite 
clothing  store  and  say,  "I'm  a  winter. 
Pull  together  a  wardrobe  for  me,  and 
I'll  see  you  at  noon."  In  many  areas 
this  is  already  happening. 

Nancy  Penn,  a  Chicago  color  con- 
sultant, recently  trained  staffers  at 
Marshall  Field's  and  provided  them 
with  her  seasonal  palettes.  One  cli- 
ent, a  summer,  has  already  used  the 
store's  service  to  put  together  a  color- 
appropriate  summer  wardrobe.  Fast. 
A  group  of  women's  stores  in  Chica- 
go, Louise  W.,  codes  items  on  the 
racks  by  season  for  its  color-conscious 
clientele.  In  San  Francisco,  Neiman- 
Marcus'  personal  shoppers,  versed  in 
Clare  Revelli's  seasonal  color  ap- 
proach, consider  a  man's  coloring 
when  building  his  wardrobe,  whether 
or  not  he's  been  analyzed. 

Even  Art  Buchwald — skeptical  be- 
fore his  recent  session  with  a  Color 
Me  Beautiful  expert — came  away  con- 
vinced that  color  analysis  is  "not  all 
baloney.  The  fact  of  the  matter  is, 
color  does  have  an  impact  on  people," 
he  says.  "People  respond  to  and  recoil 
from  color. 

"And,"  he  adds,  searching  as  ever 
for  the  colorful  quote,  "since  I  had  my 
analysis  I'm  attracting  a  lot  more 
women  than  I  ever  did  before." 
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you  should  take  some  time  to  reweigh 
your  needs  before  continuing  to  self- 
insure:  "Will  you  have  the  cash  flow 
available  to  cover  the  loss  when  an 
accident  occurs?  Will  the  premiums 
you  save  be  worthwhile  in  view  of  the 


Weighing 
the  risks 


By  Anne  McGrath 


Fifty-percenters — those  in  the 
top  federal  tax  bracket — have 
long  been  wise  to  the  self-insurance 
game.  As  an  automobile  owner,  say, 
you  could  avoid  hefty  annual  premi- 
ums by  choosing  to  do  without  insur- 
ance against  collision  or  theft  or  van- 
dalism. In  the  event  of  loss  or 
damage,  you  still  got  almost  half 
your  money  back  in  taxes.  You 
simply  deducted  all  but  the  first 
$100  of  each  loss  on  your  tax  re- 
turn. If  you  fell  in  the  50%  in- 
come bracket,  half  of  the  loss 
turned  up  right  back  in  your 
pocket. 

If  you  never  suffered  accident 
or  loss,  you  were  ahead  by  all  the 
insurance  premiums  you  didn't 
pay.  That  kind  of  risk-reward  ra- 
tio had  a  lot  of  appeal. 

But  all  this  changed  in  1983. 
The  Tax  Equity  &  Fiscal  Respon- 
sibility Act  of  1982  suddenly  lift- 
ed that  $100  deductibility  floor  to 
$100  plus  10%  of  your  adjusted 
gross  income. 

Prior  to  the  change,  explains 
senior  tax  manager  Deborah 
Walker  of  Peat  Marwick,  you 
could  suffer  $10,000  in  damages 
to  your  self  insured  yacht,  deduct 
$9,900  of  it  on  your  tax  return 
and  essentially  collect  $4,950 
back  from  the  IRS.  You  were  out 
$5,050,  but  most  likely  you  had 
owned  the  yacht  for  several  years 
and  had  saved  at  least  that  much 
in  premiums.  Now?  "Let's  say 
your  income  is  $100,000,"  says 
Walker.  "You  can't  deduct  any 
losses  until  they  reach  $10,100, 


so  in  this  particular  case  you  would 
get  no  tax  recovery  at  all." 

Worse  yet,  the  more  money  you 
make,  the  bigger  the  loss  you  must 
sustain  before  anything  at  all 
comes  back. 

If  you  find  yourself  in  this  position, 
advises  Prudential's  Dorothy  Light, 
vice  president  for  government  affairs, 


Ron  Logan 


Tax  law  changes  have  taken  the  bloom  off 

self -insurance.  But  increasing  deductibles  potential  loss? - 

J  ,  °  If  you  own  a  $500,000  estate  m 

Can  Still  make  SenSe.  Shaker  Heights,  Ohio,  for  example, 

you're  probably  crazy  to  object  to  the 
$850  premium  (for  a  $2,500-deduct- 
ible  policy)  Nationwide  charges  for 
$775,000  of  coverage  for  your  house 
and  its  contents  plus  $300,000  in  per- 
sonal liability  coverage.  The  potential 
for  catastrophic  loss  is  just  too  great. 
If  the  $100,000  west  wing  burns  down 
and  you're  covered,  you're  out  only 
$2,500. 

If  you  have  an  income  of  $250,000, 
and  self-insure,  only  damages  exceed- 
ing $25, 100  are  tax  deductible — and  at 
most,  only  half  of  that  other  $74,900 
comes  back.  In  addition,  you've  got  to 
come  up  with  the  cash  to  repair  the 
damages. 

The  best  option  in  view  of  the  tax 
law  change  may  be  conventional  in- 
surance  with    a   self-insuring   vari- 
ation— as  high  a  deductible  as  you  can 
manage.  A  Manhattan  resident  who 
insures  his   Mercedes-Benz   500SEC 
with  Nationwide  can  expect  to  pay 
about  $4,650  annually  for  comprehen- 
sive and  collision  coverage  if  he 
opts  for  a  $100  deductible  policy. 
(Note:  That  does  not  include  any 
liability  or  medical  coverage.) 

If  the  owner  ups  that  deduct- 
ible to  $1,000,  his  premium  drops 
by  more  than  half — to  about 
$2,040.  Thus,  by  agreeing  to  self- 
insure  the  first  $1,000,  you  save 
$2,610  in  annual  premiums. 

Another  example:  Suppose  you 
drive  a  Porsche  928S  and  can  con- 
vince Prudential  to  take  you  on  in 
San  Francisco  (Prudential,  like 
many  insurers,  accepts  high-per- 
formance sports  cars  very  cau- 
tiously). You'll  pay  roughly 
$4,500  a  year  for  no-deductible 
comprehensive  and  $50-deduct- 
ible  collision  coverage.  Choose 
$1,000  deductibles  for  each,  and 
your  annual  cost  falls  to  about 
$1,700.  That's  a  $2,800  annual 
saving  for  accepting  just  $  1,000  of 
liability. 

In  some  states  you  can  add 
even  more  to  your  savings  by 
agreeing  to  share  a  percentage  of 
any  damages  with  your  insurance 
company.  New  Jersey  drivers 
now  have  the  right  to  take  a  colli- 
sion deductible  of  up  to  $2,000 — 
which  means  a  55%  savings  over 
a  no-deductible  plan.  In  addition, 
they  can  take  on  10%  or  20%  of 
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When  Shah  Jehan  saw  the  contractors  bid,  did  he  say 

"Make  the  pool  a  little  smaller"? 

■ 

Cutting  corners  is  unthinkable  when  creating  a 

masterpiece.  This  is  a  principle  we  keep  in  mind  during  the  twelve 

long  years  it  takes  to  create  Johnnie  Walker  Black  Label. 

It  has  every  right  to  be  expensive. 


Johnnie  Walke. 
Black  Label  Scotch 

YEARS  ^10%  OLD 


12  YEAR  OLD  BLENDED  SCOTCH  WHISKY.  86  8  PROOF  BOTTLED  IN  SCOTLAND  IMPORTED  BY  SOMERSET  IMPORTERS.  LTD    NY    NY  C  1984 


the  responsibility  for  any  loss  beyond 
the  deductible.  The  premium  falls  ac- 
cordingly—by 10%  or  20%.  In  Los 
Angeles,  State  Farm  will  agree  to  in- 
sure a  Rolls-Royce  Corniche  for  ap- 
proximately $6,000  (comprehensive 
and  collision),  but  only  if  the  owner 
agrees  to  $1,000  deductibles  and  as- 
sumes responsibility  for  20%  of  the 
additional  loss. 

By  the  way,  if  you  are  now  in  the 
market  for  a  new  car,  and  finally  want 
to  reward  yourself  with  a  high-perfor- 
mance sports  car  or  another  high- 
priced  set  of  wheels,  check  with  your 
insurance  agent  before  you  buy.  Insur- 
ing such  cars  at  any  price  might  not  be 
easy,  depending  upon  where  you  live. 

If  you  drive  a  Porsche,  Corvette, 
Pontiac  Firebird,  Ferrari  or  even  a  Nis- 
san 300ZX  or  Mazda  RX-7,  you  may 


well  find  your  choice  of  insurers 
limited.  ("Anybody  who  buys  a  high- 
performance  car  intends  to  drive  it 
fast!"  says  one  insurer.)  Such  cars  are 
especially  popular  with  thieves,  too. 

You  might  also  encounter  surpris- 
ingly high  insurance  costs  for  Jeeps 
(they  are  not  as  easy  to  handle  as  the 
family  sedan  and  so  are  involved  in 
more  accidents)  or  cars  not  built  to 
U.S.  safety  and  emission  standards. 

"We  generally  won't  insure  cars  of 
limited  production  or  with  custom- 
ized construction  that  poses  unusual 
repair  problems,"  adds  David  Phillips 
of  State  Farm.  "Nor  will  we  take  on 
kit  cars  or  replicas  exceeding  $20,000 
in  value."  Neither  State  Farm  nor 
GEICO  will  insure  the  DeLorean,  for 
example.  And  Prudential  generally 
draws  the  line  at  cars  worth  more 


than  $60,000.  The  Rolls-Royce  Cor- 
niche, at  $156,000,  Prudential  leaves 
for  somebody  else. 

Moral:  Before  you  buy  any  high- 
priced  car,  check  to  see  how  much  it 
will  cost  to  insure.  It  can  actually  cost 
more  to  insure  a  car  than  to  buy  it.  (A 
well-kept  $40,000  car  will  still  fetch 
about  $25,000  after  four  years;  the 
insurance  tab  can  easily  top  $16,000). 

The  same  tax  law  that  affects  your 
property  loss  deductions,  remember, 
has  also  made  it  more  difficult  for  you 
to  claim  medical  expense  deductions 
on  your  tax  return.  If  you've  got  a 
$100,000  income  and  used  to  be  able 
to  start  deducting  medical  expenses  at 
$3,000 — or  3%  of  your  income — keep 
in  mind  when  you're  considering  your 
medical  insurance  needs  that  you're 
now  looking  at  a  5%-of-income  floor. 


Personal  Affairs 


Careers 


Computers  can  find  you  anything  from 
rare  spare  parts  for  your  car  to  a  prospec- 
tive mate.  Can  they  find  you  the  right  job? 

Punch  me  up  a 
future 


By  John  A.  Byrne 


Randi  Alreck  had  what  most 
people  only  dream  about:  a  job 
she  enjoyed  immensely.  Alreck  was 
an  employment/industrial  relations 
supervisor  for  a  metals  manufacturing 
company  in  rural  upstate  New  York. 

The  problem?  The  area  didn't  suit 
her  lifestyle  as  a  31 -year-old  profes- 
sional. "You  get  tired  of  chipping  ice 
off  your  windshield,"  she  says.  So  Al- 
reck wanted  to  move  to  one  of  the 
more  promising  cities  in  the  Sunbelt. 

To  no  avail,  she  subscribed  to  out- 
of-town  newspapers,  responding  days 
late  to  classified  ads.  She  spent  a  few 
weeks  mailing  resumes  and  letters. 
Finally  in  January,  "just  to  see  what 


would  happen,"  Alreck  put  her  re- 
sume into  a  computerized  databank 
called  the  Career  Placement  Registry. 
Less  than  three  months  later  she  had 
an  offer  to  join  a  major  telecommuni- 
cations corporation  in  Nashville, 
Tenn.  Last  June  she  began  a  promis- 
ing new  job  as  a  senior  compensation 
administrator  and  her  transition  to  a 
new  lifestyle  in  a  warmer  clime. 

Alreck's  virtually  effortless  job 
search  via  computer  got  her  just  what 
she  wanted.  But  are  the  half-dozen  or 
so  major  computerized  resume  ser- 
vices out  there  for  everyone? 

There's  great  appeal  in  the  idea  of 
depositing  your  resume  in  a  databank 
to  get  the  ideal  job.  "Corporate  re- 
cruiters are  trying  to  fill  thousands  of 


openings  this  way,"  says  Paul  Pren- 
tiss, chairman  of  Computer  Assisted 
Recruitment  International,  Inc. 
"Where  can  a  candidate,  for  a  20-cent 
stamp,  get  that  kind  of  exposure?" 

Typically,  the  candidate  fills  out  a 
career  profile  with  such  information 
as  career  objective,  experience,  educa- 
tional background,  current  and  asking 
salaries  and  relocation  preferences. 
Some  firms  charge  job  seekers  as 
much  as  $50  for  their  services,  but 
increasingly  they  are  free.  Corporate 
subscribers  pay  the  way.  If  a  match  is 
made,  the  employer  can  contact  the 
candidate  for  an  interview. 

If  you  believe  the  claims  of  those 
offering  such  computerized  databank 
services,  you'd  think  we  were  about 
to  witness  the  Second  Coming.  "A 
couple  of  years  from  now  everyone 
will  be  talking  about  what  career  sys- 
tem they're  on,"  predicts  Dale  Learn, 
chairman  of  CareerSystem,  Inc.,  the 
largest  of  the  majors.  "It's  only  a  mat- 
ter of  time  before  everyone  begins  us- 
ing this  system  to  find  a  job."  Says  Joe 
Stacey,  president  of  JobNet,  Inc.,  a 
resume  bank  for  technical  profession- 
als: "Pounding  on  doors,  writing  let- 
ters and  generating  resumes  can  all  be 
defeatist.  There's  no  downside  to  this. 
It's  a  win-win  situation.  The  appli- 
cant wins  by  having  increased  job  op- 
portunities and  exposure,  and  compa- 
nies win  by  having  access  to  more 
talent  at  less  cost." 

You've  heard  such  claims  before,  of 
course.  In  past  years  thousands  of  job 
seekers  tried  the  system,  with  little 
success,  as  service  after  service  disap- 
peared. Indeed,  over  the  past  20  years, 
Learn  says  he  has  seen  more  than  30 
similar  networks  take  a  shot  at  the 
market,  only  to  fail.  The  problems 
were  typical:  Many  firms  were  under- 
capitalized, the  technology  was  lack- 
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YOU  DON'T  LIVE  IN  ONE  ROOM  AT  HOME. 
WHY  LIVE  IN  ONE  ROOM  AWAY  FROM  HOME? 


Staying  in  one  room  is  no  way  to  live.  Or  travel.  Stay  at 
Guest  Quarters,  where  there  are  suites,  and  nothing  but 
spacious,  comfortable  suites,  exclusively.  That's  living. 
Instead  of  a  bed-surrounded-by-four- walls,  you  get  a  bedroom, 
living  room,  dining  area,  full  kitchen,  all  for  the  same  price  as  a 
single  room  at  other  fine  hotels. 
Plus,  you  get  Guest  Quarters'  answer  to  room 
service:  Suite  Service.  We  can  serve  ifi*^ 

you  a  gourmet  dinner,  cater  your  party        (|j[  jjjll 


or  meeting,  right  in  your  suite. 
We  can  even  prestock  your  pantry, 
bar,  or  refrigerator. 

Stay  at  Guest  Quarters.  And  find  out 
for  yourself  why  so  many  people  who 
have  never  stayed  at  Guest 
Quarters  before,  will  never 
stay  anyplace 
else  again. 


THE  ALL  SUITE  HOTELS 


Call  toll  free 


800  424-2900 

In  Washington.  DC,  call  861-6610 
or  call  your  travel  consultant 


WASHINGTON,  DC         HOUSTON,  TX      ATLANTA,  GA 

801  New  Hampshire  Ave  N.W      5353  Westheimer  Rd.       1 1 1  Perimeter  Center  West 
2500  Pennsylvania  Ave.  N.W.  7000  Roswell  Rd. 

ALEXANDRIA,  VA     GREENSBORO,  NC      TAMPA,  FL     CHARLOTTE,  NC 

,™c    n m.  c.  =niniur,i..JI,.»„o  Coll    IOH/1  c-ll    IOC/I 
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ing,  confidentiality  was  a  problem 
and  the  quality  of  the  candidates  was 
less  than  superb. 

"After  all,  it's  almost  like 
subscribing  to  a  dating  ser- 
vice/ says  Alan  Schonberg, 
president  of  Management  Re- 
cruiters International,  a  re- 
cruiting firm  for  middle  man- 
agers. "The  popular  man  or 
woman  wouldn't  dream  of  reg- 
istering with  a  dating  service 
to  get  fixed  up.  The  successful 
aspiring  individual  doesn't  file 
with  these  outfits.  That's  the 
problem  with  them." 

The  advocates  say  all  this  is 
changing,  and  indications  are 
that  finally  there  may  be  some 
proof.  If  so,  they  could  become 
a  major  tool  for  job  seekers  in 
the  future.  Last  year  some  7 
million  of  the  57  million  pro- 
fessional, technical,  manageri- 
al and  sales  people  in  the  job 
market  changed  jobs.  Corpora- 
tions spend   $1.5   billion   for 


want  ads  annually  trying  to  get  them. 
Is  a  revolution  at  hand? 

Consider  CareerSystem,  whose  par- 
ent, General  Database  Technology, 
was  launched  as  a  public  company 
last  year  by  three  former  IBMers  with 


Jean-Franqois  Allaux 


experience  in  the  human  resource 
field.  In  the  past  six  months  the  Flor- 
ida-based company  has  attracted 
some  51,000  job  seekers,  giving  them 
the  largest  database  of  all  the  compa- 
nies on  the  market.  Learn  expects  to 
have  over  140,000  resumes  in 
his  database  by  mid- 1985.  Sur- 
prisingly, nearly  30%  of  the 
more  than  51,000  now  in  his 
system  hold  graduate  degrees, 
and  55%  earn  $30,000  or  more 
a  year.  One-fifth  are  in  general 
management  jobs.  Fewer  than 
8%  are  unemployed. 

The  corporate  subscribers 
aren't  deadbeats,  either. 
Among  the  49  thus  far  lined  up 
are  American  Express,  Data 
General  and  Marriott  Corp. 
JobNet  claims  ITT,  Hewlett- 
Packard  and  Digital  Equip- 
ment Corp. 

MCI,  rapidly  expanding  its 
staff  in  Detroit,  used  the  data- 
bank of  Cincinnati-based  The 
Registry  to  hire  57  people, 
from  secretaries  to  middle 
managers,  in  a  recent  three- 
month  period.  Armco  Building 
Systems  is  using  the  same  da- 
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Guide  to  computer  job  matchup  services 


Computer  Assisted  Recruitment  International,  Inc. 
Schaumburg,  111. 
800-221-5637 
Started. March  1984 
Job  seekers  on  file:  12,000 
Corporations  in  file:  25 
Entry  fee  for  job  seeker:  Free 
Salary  range  of  jobs:  $16,000  to  $70,000 
Features:  Job  seekers  are  informed  how  often  their  re- 
sumes have  been  pulled  every  45  days. 

Career  Placement  Registry,  Inc. 

Alexandria,  Va. 

800-368-3093 

Started:  1981 

Job  seekers  on  file:  10,000 

Corporations  with  access:  50,000* 

Entry  fee  for  job  seeker:  $8  for  students  (six  months);  $15 

to  $40  for  experienced  professionals 

Salary  range  of  jobs:  $10,000  to  $100,000 

'Features:  Large  number  of  corporations  can  get  it  via 

Dialog  Information  Services.  However,  few  use  the 

system.    Roughly    500    companies    use    the    service 

monthly,  accessing  1,200  resumes.  Half  of  job  seekers 

are  recent  graduates. 


Salary  range  of  jobs:  $16,000  to  $250,000 
Features:  Claims  system  offers  most  confidentiality. 
Corporations  do  not  directly  contact  job  seekers.  Ca- 
reerSystem sends  letters  by  electronic  mail  to  individ- 
uals who  can  contact  the  interested  party. 

JobNet,  Inc. 
Bedford,  Mass. 
617-275-3010 
Started:  1982 
Job  seekers  on  file:  25,000 
Corporations  in  file:  175  to  200 
Entry  fee  for  job  seeker:  Free  (60  days) 
Salary  range  of  jobs:  $25,000  to  $75,000 
Features:  For  technical  professionals,  engineers,  physi- 
cists and  designers.  Has  agreed  with  Institute  of  Elec- 
trical &.  Electronics  Engineers  to  store  resumes  of 
members  seeking  jobs. 


CareerSystem,  Inc. 

West  Palm  Beach,  Fla. 

305-689-3337 

Started:  1984 

Job  seekers  on  file:  51,000 

Corporations  in  file:  49 

Entry  fee  for  job  seeker:  Free  (up  to  90  days) 


The  Registry 
Cincinnati,  Ohio 
513-421-9655 
Started:  1982 
Job  seekers  on  file:  30,000 
Corporate  subscribers:  100  on-line 
Entry  fee  for  job  seeker:  Free  (6  months);  up  to  $50  for 
other  services 

Salary  range  of  jobs:  $8,000  to  $70,000 
Features:  Eleven  offices  in  such  places  as  Detroit,  Atlan- 
ta, Pittsburgh  with  local  databases.  For  $30,  individuals 
are  interviewed  so  skills  are  better  matched  with  jobs. 
Often  acts  like  an  employment  agency.  Up  to  25%  of 
$25  (1  year)     the  30,000  signed  on  are  unemployed. — J.A.B. 
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ESCORT 


RADAR  WARNING  RECEIVE" 


In  Japan,  where  high-tech  electronics 

are  a  way  of  life,  they  pay  $714.93 
for  an  American-made  radar  detector 

(You  can  get  the  same  one  for  considerably  less) 


Even  we  were  a  little  surprised.  All  we  did 
was  build  the  best  radar  detector  we  knew 
how.  We  shipped  our  first  ESCORT  in  1978, 
and  since  then  we've  shipped  over  600,000. 
Along  the  way  the  ESCORT  has  earned  quite 
a  reputation— among  its  owners,  and  also  in 
several  automotive  magazines. 

Credentials 

Over  the  past  five  years,  Car  and  Driver 
magazine  has  performed  four  radar  detector 
comparison  tests.  Escort  has  been  rated 
number  one  in  each.  Their  most  recent  test 
concluded  "The  Escort  radar  detector  is 
clearly  the  leader  in  the  field  in  value,  cus- 
tomer service,  and  performance . . "  We  think 
that's  quite  an  endorsement. 

Our  Responsibility 

One  of  the  reasons  for  our  reputation  is 
our  attention  to  detail.  If  we  don't  feel  we  can 
do  something  very  well,  we  simply  won't  do  it. 
That's  why  we  sell  Escorts  direct  from  the 
factory  to  you.  Not  only  can  we  assure  the 
quality  of  the  ESCORT,  but  we  can  also  make 
sure  that  the  salesperson  you  speak  to  is 
knowledgeable.  And  if  an  ESCORT  ever 
needs  service,  it  will  be  done  quickly.  And 
it  will  be  done  right. 

50  States  Only 

And  that's  the  reason  we  don't  presently 
sell  ESCORTs  outside  of  the  United  States. 
Even  in  the  countries  that  use  identical  radar 
(Japan  and  Australia,  to  name  two)  we  know 
that  we  couldn't  provide  the  kind  of  customer 
service  that  ESCORT  owners  expect.  So  we 
pass  up  the  additional  sales  rather  than  risk 
our  reputation. 


"Dear  Sir..." 

So  we'll  admit  we  were  surprised  when  a 
letter  from  one  of  our  customers  included  an 
advertisement  from  a  Japanese  automotive 
magazine.  The  ad  pictured  an  ESCORT,  and 
the  price  was  158,000  yen.  Our  customer  was 
kind  enough  to  convert  that  to  U.S.  dollars. 
Using  that  days  rate  of  exchange,  an  American- 
made  ESCORT  was  worth  $714.93  in  Japan. 
Further  translation  revealed  the  phrase  "The 
real  thing  is  here!"  and  warned  against 
imitations. 


This  !4  page  ad  was  a  total  surprise. 


Econ  101 

Needless  to  say,  we  were  flattered.  We 
knew  that  ESCORT  had  an  impressive  repu- 
tation, but  we  never  expected  to  see  it  "boot- 
legged" into  other  countries  and  sold  at  such 
a  premium.  But  the  laws  of  supply  and  demand 
are  not  so  easy  to  ignore.  When  there  is  a 
strong  need  for  a  product,  there  is  an  equally 
strong  incentive  for  an  enterprising  capitalist 
to  fill  that  need.  And  apparently,  that's  just 
what  happened. 


The  Moral 

We  still  don't  sell  out  of  the  country.  And 
the  price  in  this  country  is  still  $245.  The 
price  we've  had  for  the  last  five  years. 

Quite  a  deal  for  what  the  Japanese  must 
think  is  the  best  radar  detector  in  the  world. 

Try  ESCORT  at  no  risk 

Take  the  first  30  days  with  ESCORT  as  a 
test.  If  you're  not  completely  satisfied 
return  it  for  a  full  refund.  You  cant  lose. 

ESCORT  is  also  backed  with  a  one 
year  warranty  on  both  parts  and  labor. 
ESCORT  $245  (Ohio  res.  add  $13.48  tax) 

TOLL  FREE 800-543-1608 

IN  OHIO 800-582-2696 


VISA 


By  mail  send  to  address  below.  Credit" 
cards,  money  orders,  bank  checks,  cer- 
tified checks,  wire  transfers  processed 
immediately.  Personal  or  company 
checks  require  18  days. 

ESCORT 

RADAR  WARNING  RECEIVER 


Cincinnati  Microwave 
Department  100-044 
One  Microwave  Plaza 
Cincinnati,  Ohio  45296-0100 


Tune  in  Talkback  with  Jerry  Galvin."  America's  new  weekly  satellite  call-in  comedy  talk  show  Sunday  evenings  on  public  radio  stations.  Check  local  listings. 

e  1984  Cincinnati  Microwave.  Inc 
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tabank  as  an  "outplacement  service" 
to  help  employees  axed  in  a  recent  job 
reduction. 

Whether  placing  your  resume  in 
such  a  system  is  a  "win-win  situa- 
tion," as  Stacey  of  JobNet  suggests,  is 
another  matter.  For  one  thing,  confi- 
dentiality can  still  remain  a  worri- 
some drawback.  Every  service  main- 
tains that  current  employers  cannot 
gain  access  to  the  resumes  of  their 
job-seeking  employees.  The  Registry, 
with  a  bank  of  30,000  professionals, 
even  permits  candidates  to  exclude 
other  companies  they  would  rather 
not  work  for.  CareerSystem  takes  the 
additional  precaution  of  preventing 


companies  from  contacting  candi- 
dates directly.  Instead,  potential  em- 
ployers see  resumes  without  names.  If 
the  employer  wants  to  arrange  an  in- 
terview, the  anonymous  individual  is 
sent  a  letter  via  electronic  mail  from 
CareerSystem.  If  interested,  he  then 
has  the  option  of  pursuing  the  lead. 

Nonetheless,  your  cover  could  be 
blown.  Because  candidates  routinely 
list  their  previous  positions  with 
companies  by  name,  it  wouldn't  take 
much  work  to  find  out  who's  who.  A 
current  employer  would  certainly  rec- 
ognize a  job-seeking  employee  if  he 
knew  which  companies  his  employee 
had  previously  worked  for. 

Those  on  the  hunt  with  full-time 
jobs  could  also  be  lured  into  compla- 
cency by  it.  In  reality,  few,  if  any, 
potential    employers    may    ever    see 


their  resumes.  For  this  reason,  resume 
banks  should  be  considered  only  a 
supplement  to  a  full  job  search. 

Also  be  aware  that  you  generally 
lose  much  of  your  ability  to  commu- 
nicate yourself.  In  a  resume  and  letter, 
you  can  give  at  least  a  clue  to  your 
personality.  Many  recruiters,  in  fact, 
use  the  cover  letter  in  their  initial 
screening  of  job  candidates.  For  the 
most  part,  resume  banks  provide  fixed 
format  data  that  could  lead  to  prema- 
ture disqualification. 

Oddly  enough,  use  of  this  new  tech- 
nology can  also  perpetuate  the  old- 
boy  network.  Potential  employers  can 
access  individuals  by  the  schools  they 
attended.  Computer  Assisted  Recruit- 
ment International  even  lets  you  find 
out  the  grade-point  averages  of  recent 
graduates  in  the  database. 


Pawprints,  a  growing  greeting  card  com- 
pany, needed  a  new  executive,  so  it  turned 
to  the  classifieds. 

The  anatomy 
of  a  want  ad 


By  Paul  B.  Brown 


IF  you  were  looking  to  run  a  small, 
privately  owned  company  in  bucol- 
ic New  England,  would  you  answer  an 
ad  like  this? 

PauprintS:  High  growth,  privately  held 
greeting  card  publisher  seeks  dedicated, 
entrepreneurial  energetic  and  creative 
person  with  management  experience  for 
top  management  position.  Resume 
to  Pauprints,  Box  446,  Jaffrey,  N.H. 
03452. 

Well,  the  ad,  which  appeared  re- 
cently in  the  Wall  Street  Journal  and 
the  Boston  Globe,  was  legit — and  this 
reporter  was  among  the  600  appli- 
cants who  responded.  (I  wanted  to 
monitor  the  winnowing  process,  not 
change  careers.'  How,  we  wondered, 
does  any  employer  go  about  finding 
that  elusive  needle  in  a  haystack  of 
blind  responses? 

Marcia  Tripp,  39,  the  co-owner  of 
the  small  (about  $4  million  sales) 
firm,  and  her  husband  agreed  to  let  me 


observe.  (Wallace  Tripp  is  the  noted 
children's  book  author  and  also  illus- 
trates many  of  Pawprints'  cards.) 

The  need  for  the  executive  was  real 
enough.  After  12  years  Pawprints, 
whose  cards  feature  anthropomorphic 
critters,  had  just  signed  a  contract  to 
supply  Waldenbooks'  chain  of  900 
bookstores  with  greeting  cards.  Those 
cards  feature  cartoon-type  illustra- 
tions and  cutsey  word  play.  (A  best- 
seller shows  a  mouse  hugging  an  olive 
with  the  inside  caption  reading:  "Ol- 
ive you.") 

The  Waldenbooks  contract  will 
probably  nearly  double  the  size  of  the 
company,  and  Tripp,  like  thousands 
of  entrepreneurs  before  her,  suddenly 
found  that  she  could  no  longer  do 
everything  herself. 

When  she  turned  to  the  stack  of 
responses,  Tripp  wasted  no  time.  In 
fact,  it  usually  took  less  than  90  sec- 
onds to  pass  or  fail  an  applicant;  and 
at  that,  only  16  made  the  second  cut. 

"I  had  a  checklist,"  Tripp  says,  tick- 


ing off  her  requirements.  "I  wanted 
someone  smart,  loyal,  hardworking 
and  a  leader.  I  didn't  want  a  team 
player.  I  wanted  a  team  captain — en- 
trepreneurial, wanting  to  help  us 
grow.  Creative.  Managerial.  I  wanted 
a  person  who  had  taken  his  knocks 
and  knew  how  to  manage  people.  The 
best  people  see  themselves  as  having 
these  characteristics." 

Yet  many  applicants  were  rejected 
out  of  hand,  not  for  the  lack  of  these 
qualities,  but  for  much  more  mun- 
dane reasons.  To  wit: 

•  Sending  a  resume  without  a  cover 
letter  showing  why  the  applicant 
wanted  the  job.  "Showed  they  were 
really  interested,  doesn't  it?"  Tripp 
asks  sarcastically. 

•  A  badly  photostated  resume. 

•  A  badly  typed  resume  or  letter — 
words  misspelled,  typos  and  messy 
erasures.  "Many  people  said  they 
were  very  good  at  a  lot  of  things,  typ- 
ing not  being  one  of  them,"  Tripp 
says.  "That's  okay.  But  you  would  get 
it  right,  or  have  someone  do  it  for  you, 
if  you  cared." 

Those  simple  errors  probably 
knocked  out  20%  of  the  applicants. 
Others  were  clearly  on  fishing  expedi- 
tions. "It's  like  they  were  applying  for 
every  job  opening  they  saw,  without 
thinking  about  what  was  required," 
Tripp  says.  For  example,  one  appli- 
cant was  controller  for  a  Big  Eight 
accounting  firm.  "He  wasn't  a  man- 
agement person,"  Tripp  says. 

Similarly,  letters  that  began  with 
something  like  the  following  also  got 
short  shrift:  "The  field  of  manage- 
ment has  always  interested  me.  At 
Pawprints  I  could  learn  firsthand." 

Curiously,  few  people  took  the 
time  to  figure  out  anything  about  the 
company.  For  example,  perhaps  only 
1  letter  in  50  was  addressed  personally 
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THERE'S  SOMETHING  TO  BE  SAID 
FOR  A  MAN  WHO  WEARS  GOLD. 

He  demands  the  finest  life  has  to  offer.  To  him,  gold  is  more  than  a  luxury;  it's  an  essential  part  of  his  wardrobe.  Don't  you 
agree?  Then  consider  a  signet  ring,  with  your  choice  of  engraving,  in  14K,  18K  or  24K  gold.  (RS.  Wouldn't  she  love  one  too?) 


0*m 


P* 


( 


|R  MORE  INFORMATION  ON  KARA!  GOLD  SIGNE1  RINGS  WRITT   KREMFN17  71  CHFSTNUT  AT    liFWARK   N  .1  07101 


A£4n£mtz 


Nothing  else  feels  like  real  gold.  \-> 
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to  Marcia  Tripp.  A  quick  call  to  the 
Pawprints  switchboard  would  have 
yielded  that  information;  at  the  mini- 
mum it  would  have  avoided  the  mis- 
take of  a  letter  beginning,  "Dear  Sir." 

After  closer  scrutiny,  the  final  16 
were  pared  down  to  8,  who  were  then 
invited  for  interviews  in  Jaffrey,  in 
southern  New  Hampshire.  Here's 
where  Tripp's  elimination  process  be- 
came less  conventional. 

The  most  promising  candidate  on 
paper  was  pleasant,  almost  jolly,  in 
person.  "Ask  me  some  more,"  he  said 


gain  a  handwriting  sample. 

"Handwriting  can  tell  you  things," 
Tripp  says.  "It  is  not  voodoo.  People 
are  all  taught  to  write  the  same  way. 
The  variations  show  you  something 
about  the  person.  It  can  reveal  a  per- 
son's self-confidence,  creativity  and 
how  well  they  will  react  with  other 
people." 

Indeed,  Tripp  is  hardly  alone  in  be- 
lieving that  handwriting  is  a  useful 
employment  screen  (Forbes,  May  9, 
1983).  But  she  did  not  use  a  profes- 
sional for  analysis,  preferring  to  do  it 
herself  with  the  aid  of  several  text- 
books on  the  subject. 

She  decided,  from  the  handwriting 
sample,  that  the  lead  candidate  was 


its  co-owner  Marcia  Tripp  and  new  right-hand  man  Peter  Russell 
'■00  resumes, fate  intervened.. 


when  laused  in  her  question- 

ing. But  he  had  no  sales  or  marketing 
experience,  At:  easygoing,  he 

was,  ]  d  later,  perhaps  too  un- 

assumin  ,  sure  the  sales 

reps  wot.  m." 

But  his  oack  was  an 

inability  to  pass  adwriting  test. 

At  the  end  of  each  personal  interview 
Tripp  handed  tl  .1  piece  of 

paper  that  read,  I  lease  write  a  ietter 
introducing  yourseli  to  the  sales  rep- 
resentatives." The  test  had  two  pur- 
poses: to  see  how  well  the  applicants 
expressed  themselves  on  paper  and  to 


stubborn,  not  open  to  new  ideas. 

On  to  applicant  number  two,  a  man 
who  had  practiced  law  with  a  major 
New  York  firm  and  had  run  his  own 
importing  business.  They  discussed 
Tripp's  goals  for  Pawprints  ("$15  mil- 
lion in  sales  within  five  years  would 
be  a  good  place  to  be,"  she  suggested). 
They  talked  about  licensing  Paw- 
prints characters  and  problems  of  oth- 
er firms'  ripping  off  their  ideas.  The 
phrase  "Olive  you,"  for  example, 
quickly  popped  up  elsewhere  once 
Pawprints  published  its  card. 

The  lawyer's  licensing  experience 


was  a  major  plus,  and  he  even  passed 
the  handwriting  test.  But  "he  just 
didn't  feel  right.  This  process  is  really 
like  trying  to  hire  a  wife  or  husband," 
Tripp  said  with  a  sigh. 

So  it  went.  Another  promising  ap- 
plicant who  took  notes  during  the  in- 
terview and  brought  charts  and  graphs 
outlining  his  previous  experience  was 
rejected,  in  essence,  for  being  too 
slick.  "I  wondered  how  long  it  would 
take  for  him  to  be  bored  with  us," 
Tripp  said.  Another  candidate  was 
"too  highly  charged,"  she  says.  "This 
is  a  small  company.  What  was  I  going 
to  have  to  do,  sit  on  him?" 

Tripp  was  about  to  start  searching 
through  the  list  one  more  time,  when 
R,chard  Howard  f  ate  intervened.  At  a  cock- 
tail party  in  Jaffrey,  she 
ran  into  Peter  R.  Russell, 
president  of  Swift  River 
Operations,  a  Boston  firm 
that  manages  small  hy- 
droelectric generating  sta- 
tions. Tripp  knew  Russell, 
who  lives  in  the  village 
next  to  hers,  but  it  was 
little  more  than  a  nodding 
acquaintance. 

"What's  new?"  Russell 
asked. 

"Well,  I'm  looking  for 
help  in  running  Paw- 
prints," Tripp  replied. 

"Are  you  really?"  Rus- 
sell said.  They  talked  for  a 
bit,  and  then  he  asked, 
"Can  I  send  you  a  re- 
sume?" He  did,  and  got 
the  job.  "Peter  is  just  like 
an  old  shoe,"  Tripp  would 
say  later. 

But  the  37-year-old 
Massachusetts  native  also 
fit  most  of  the  require- 
ments on  Tripp's  check- 
list. "Peter's  handwriting 
showed  he  is  honest  and 
hardworking,"  Tripp  says. 
"All  his  references  said 
the  same  thing.  He  is  so 
smart  and  so  personable." 

Equally     important,     his 

style  complements  hers.  Where  Tripp 
tends  to  be  outgoing  and  loud,  Russell 
is  soft-spoken  "but  has  authority.  His 
quiet  manner  will  be  a  good  foil  to  my 
more  active  management  style.  I  am 
very  aggressive. 

"I  guess  it  boils  down  to  this:  When 
the  right  guy  comes  along,  you  know 
it,"  Tripp  says. 

While  relieved  the  search  is  over, 
Tripp  says  on  the  whole  she  didn't 
find  the  process  painful.  "What  is 
most  surprising,"  she  says,  "is  that 
the  resume  doesn't  show  the  person." 
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Simulated  TV  Picture 

O  NAP  Consumer  Electronics  Corp. 


This  is  a  Magnavox,  a  Magnavox.  Forgive  the  repeti- 
tion, but  as  long  as  people  have  trouble  associating  a 
sleek,  revolutionary  Stereo  Color  TV  with  Magnavox,  we 
can't  be  too  careful. 

Stereo  TV  is  the  biggest  news  since  color  TV.  Its  the 
sound  of  the  future  and  it's  right  around  the  corner.  Which 
is  why  your  next  TV  ought  to  be  the  19"  Magnavox  Stereo 
Color  TV.  It's  completely  ready  for  stereo  with  a  built-in 
decoder. 

Along  with  our  best  19"  picture  (our  high  resolution  fil- 
ter sharpens  detail  as  nothing  else  can),  this  Magnavox 
TV  is  equipped  with  a  stereo  amplifier,  two  woofers  and 
tweeters.  Everything  it  needs  to  deliver  the  sweeping 
grandeur  of  on-the-scene  stereo  sound. 

The  19"  Magnavox  Stereo  Color  TV  (along  with  19  other 
stereo  models)  has  all  the  makings  of  a  complete  home  en- 
tertainment center.  If  you're  big  on  entertainment,  look  for 
our  whopping  25"  stereo  models.  You'll  know  they're 
Magnavox.  You  can't  miss  them. 

MAGNAVOX 

Americas  best  kept  secret. 


Pan  Am  Proudr 
The  Arrival  Of  Chi 
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\nnounces 
Vfillion  Dollar  Baby. 


>an  Am's  Putting  A  Million  Dollars  Into  Every  747  We  Fly 
b  Make  Sure  Clipper  Class  Is  The  Business  Class  To  Beat. 


For  an  airline  with  the  world's 
irgest  fleet  of  passenger  747's, 
lat's  quite  an  expense. 

But  for  an  airline  dedicated  to 
erving  international  business 
iers,  it's  an  investment  in  the 
lture. 

The  money's  going  for  spacious 
ix-across  seating,  with  wide  new 
eats  and  more  legroom  than  many 
irlines  offer  in  First  Class. 


^^^p 


For  huge  new  overhead  bins 
ve  times  larger  than  before,  with 
>om  for  several  garment  bags 
id  out  flat. 


For  a  new  state-of-the-art 

video  system  that  provides  bigger, 
brighter,  clearer 
movies,  and 
comfortable  new 
electronic  stereo 
headsets  specially 
designed  for  high 
altitude  hi-fidelity. 
For  a  gracious  new    >. 

international  meal 

service  created  by  12 

famous  chefs,  and  much, 

much  more. 

It's  Pan  Am's  new 

Clipper®  Class.  And  a 

million  dollars  says    a 

it's  the  business  class" 

to  beat. 

Pan  Am's  New  Clipper  Class. 

^u  Can't  Beat  The  Experience! 


Faces 

Behind  the  Figures 


Edited  by  Pamela  Sherrid 


Attention,  K  mart  shoppers 


Anthony  (Tony)  Frank  is  one  of  the 
savings  and  loan  industry's  few 
real  innovators.  He  has  run  San  Fran- 
cisco-based First  Nationwide  Savings 
since  1971,  and  he  plans  long  term. 
"When  I  ask  myself  how  financial  ser- 
vices will  be  distributed  to  the  middle 
class,"  says  Frank,  53,  "I  see  huge 
stores  open  1 2  hours  a  day,  seven  days 
a  week,  with  lots  of  free  floodlit  park- 
ing. I  see  Sears,  K  mart  and  J.C.  Pen- 
ney, and  I  say  that  may  well  be  the 
retail  bank  of  the  future." 

On  Oct.  1  Frank  took  an  important 
step  in  that  direction.  First  Nation- 
wide, 83% -owned  by  Pittsburgh's  Na- 
tional Intergroup,  opened  branches  in 
the  ten  K  mart  stores  in  San  Diego.  By 


operating  out  of  shared  facilities, 
Frank  thinks  he  can  cut  expenses  by 
0.7%  of  deposits.  Passing  back  most 
of  that  to  depositors  as  higher  yields, 
he  figures,  should  enable  each  K  mart 
branch  to  pull  in  $10  million  in  "seri- 
ous money"  deposits  its  first  year. 

The  better  Frank  does,  the  better  K 
mart  does.  Frank's  variable  rent  is 
0.1%  of  each  branch's  deposit  base. 
Since  the  no-frills  K  mart  branches 
require  only  100  square  feet  or  so, 
deposits  of  $10  million  would  earn  K 
mart  $100  per  square  foot  in  annual 
rent,  far  more  than  the  chain's  typical 
goal  of  $25  per  square  foot. 

Frank  hopes  K  mart  eventually  will 
give  him  floor  space  in  most  of  its 


Anthony  Frank  of  First  Nationwide  Saw 
Franchising  beyond  state  borders 


2,160  discount  stores.  But  a  previous 
K  mart  foray  into  financial  services 
ran  afoul  of  Florida  regulators.  How 
will  First  Nationwide  get  around  the 
ban  on  interstate  banking? 

Frank  has  his  ways.  His  institution, 
with  assets  of  $9.6  billion,  already 
operates  legally  in  Florida  and  New 
York,  thanks  to  the  1981  acquisition 
of  two  troubled  S&Ls.  To  expand  fur- 
ther, he  is  offering  his  name  to  other 
S&Ls.  Since  Frank  launched  his  80%- 
owned  First  Nationwide  Network 
over  a  year  ago,  he  has  signed  14 
franchisees  in  13  states,  with  total 
assets  of  $5  billion.  He  plans  on  reach- 
ing $15  billion  by  next  year. 

Ultimately,  says  Frank,  the  fran- 
chise network  could  be  his  most  valu- 
able asset.  A  nod  from  K  mart  to  go 
nationwide  would,  of  course,  give 
Frank  huge  muscle  in  signing  on  new 
franchisees.  So  would  a  nod  from  f.C. 
Penney,  where  a  similar  experiment 
is  under  way.  Early  last  year  Frank  put 
First  Nationwide  branches  in  five  of 
its  northern  California  stores. 

What  is  it  like  to  negotiate  simulta- 
neously with  two  archcompetitors  for 
floor  space?  Less  daring  than  it  seems, 
Frank  insists.  "K  mart  and  J.C.  Pen- 
ney have  different  objectives,"  he 
says,  explaining  that  his  K  mart 
branches  offer  few  services,  while  his 
J.C.  Penney  branches  are  full-service 
outlets  that  help  J.C.  Penney  sell  its 
insurance  products. 

"It  doesn't  cost  us  a  lot  of  money  to 
try  these  pilots,"  says  Frank  of  the  K 
mart  and  J.C.  Penney  gambits.  "The 
downside  is  finite,  and  the  upside  is 
limitless.  And  that's  not  a  bad 
play." — Lawrence  Minaid 

The  jig's  up? 

Seventeen  years  after  opening  his 
own  advertising  agency,  Andrew 
McKelvey  owns  a  ten-room  condomin- 
ium in  New  York,  a  nine-room  home  in 
Miami  and  a  55-foot  yacht.  He  has  also 
been  able  to  pour  $3  million  into  Sports- 
wise,  a  five-year-old  moneylosing  mag- 
azine. But  McKelvey's  formula  for  suc- 
cess is  in  trouble  because  of  big  changes 
in  his  market  specialty. 

Small-business  advertising  ac- 
counts for  the  bulk  of  the  $4.6  billion- 
a-year  Yellow  Pages  business.  McKel- 
vey's Telephone  Marketing  Programs, 
Inc.  has  prospered  by  concentrating 
on  the  remaining  10%:  purchases  of 
space  by  big  corporations  that  want 
their  messages  to  run  nationwide. 
"Shell  Oil,  for  example,  has  18,000 
service  stations,"  says  McKelvey. 
"They'll  tell  us  they  want  large  ads  in 
large  markets,  small  ads  in  small  mar- 
kets. We  do  the  rest." 
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Andrew  McKelvey  of  Telephone  Marketing  Programs 
"You  can't  really  say  AT&T  was  lazy,  but.  .  .  .' 


TMP's  special  lure  for  clients  is 
demographic  information — age,  in- 
come, home  values — that  describes 
the  users  of  each  of  the  nation's  6,000 
telephone  directories.  McKelvey  com- 
piles those  data  by  buying  ZIP-coded 
census  information,  then  sorting  it  by 
directory  market  areas.  Few  large  gen- 
eralized ad  agencies  bother. 

As  a  result,  TMP  now  books  $80 
million  of  Yellow  Pages  advertising 
annually,  making  it  the  biggest  in  the 
national  account  business.  With  pre- 
tax earnings  averaging  2.5%  to  4%  of 
gross  billings,  that  means  about  $1 
million  to  $1.6  million  for  McKelvey. 

The  sleeping  giants  in  all  this?  Lo- 
cal Bell  operating  companies,  which 
typically  publish  the  biggest  directory 
in  their  areas.  Until  recently,  the  Bell 
companies  provided  just  bare-bones 
demographic  data.  "You  can't  really 
say  AT&T  was  lazy,  but  they  weren't 


aggressive,"  McKelvey  says. 

Now,  however,  the  seven  regional 
telephone  companies  are  eager  to 
mine  more  Yellow  Pages  gold.  To 
boost  ad  revenues  they  are  rushing  to 
generate  their  own  demographic  data 
and  plan  on  providing  them  to  big 
advertising  agencies.  "We're  going  to 
lose  some  of  our  edge,"  admits 
McKelvey. 

What's  an  entrepreneur  to  do? 
McKelvey  always  knew  he'd  work  for 
himself.  At  13  he  sold  eggs  to  neigh- 
borhood housewives  in  Maplewood, 
N.J.;  in  college  he  leased  a  local  mov- 
ie house.  As  a  young  man,  before 
learning  the  ropes  of  the  advertising 
business,  he  spent  five  years  in  Aus- 
tralia distributing  and  operating  juke- 
boxes. Now,  at  50,  he  simply  has  to 
decide  how  hard  he  wants  to  keep 
running. — Jeffrey  A.  Trachtenberg 


Apres  AT&T,  le  deluge 

The  breakup  of  AT&T  is  sending 
tremors  north  of  the  border,  too. 
Canadians  want  to  see  long-distance 
telephone  bills  go  down.  And  this  is 
unwelcome  news  for  A.  Jean  de 
Grandpre,  chairman  of  Bell  Canada 
Enterprises  Inc.,  which  runs  the  big- 
gest telephone  company  in  Canada. 

De  Grandpre,  63,  among  the  most 
prominent  French-Canadian  busi- 
nessmen, became  chief  executive 
eight  years  ago.  His  company  provides 
local  service  in  Quebec  and  Ontario 
and  pools  its  long-distance  revenues 
in  a  consortium  called  Telecom  Cana- 
da. As  in  the  U.S.,  long-distance  rev- 
enues have  helped  keep  local  rates 
down.  But  now  there  are  two  kinds  of 
potential  competition. 

The  first  is  a  joint  venture  between 
Canada's  major  railroads.  Their 
CNCP  Telecommunications  already 
provides  service  to  big  customers. 
Now  it  wants  to  hook  into  local  tele- 
phone circuits,  like  MCI  and  other 
discounters  in  the  U.S. 

De  Grandpre  finds  this  ironic  be- 
cause Canadian  National  Railway  is  a 
crown  corporation.  So,  the  same  fed- 
eral government  that  regulates  share- 
holder-owned Bell  has  a  partnership 
interest  in  his  competitor. 

The  other  threat  comes  from  south 
of  the  border.  U.S.  companies  want  to 
offer  Canadian  cities  cut-rate  service. 
And  because  of  low  U.S.  rates,  de 
Grandpre's  customers  are  tempted  to 
hook  into  a  system  here  to  call  long 
distance  between  Canadian  cities.  "If 
people  want  competition,  they  should 


Bell  Canada  s  A,  Jean  de  Grandpre 
Competing  with  his  government? 
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Picture  a  computer  under  $1000 

that  runs  over  1000  of  the  best  programs 

written  for  the  IBM  PC. 
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Now  picture  this. 


There's  a  lot  that's  new 
about  PCjr  and  it's  all 
good  news  for  you. 

PCjr  now  has  a  lower  price. 

A  new  typewriter-style 
keyboard. 

A  new  option  that  can  give 
user  memory  a 
dramatic  boost. 

And  new  business 
and  personal 
programs  to  add 
to  its  fast-growing 

Right  now,  PCjr  can  run        1  JKrarv  nf  nn-tn- 
Ihe  powerful  Lotus  1-2-3™      HDrary  01  Up-10- 

on  diskette  (with  Lotus  1-2-3  date  programs, 

PCjr  Installation  Kit  and 
additional  memory).  The 
new  cartridge  version, 
requiring  no  additional 
memory,  will  be  available 
this  fall. 


m 


Managing  Your  Money'" 
by  Andrew  Tobias,  new 
on  cartridge  for  PCjr,  is  a 
comprehensive  personal 
financial  advisor  and 
manager. 


Rim  your  screen  into 
,i  canvas.  The  new 
Ijartridge  program. 
iPCjrCoIorPaint.  lets  you 
hreate  with  the  added 
dimension  of  color. 

it  can  run  over  a 
thousand  more. 

PQ'ralsorunsa 
growing  number  of 
powerful  cartridge 
programs.  They 
work  faster  than 


Managing  Your  Money  is  a  trademark  of  MECA 
1-2-3  and  Lotus  are  trademarks  of 
Lotus  Development  Corporation. 

"Weight  does  not  include  power  pack  and  monitor 
♦IBM  Product  Center  price,  monitor  not  included. 


All  of  which 
can  make  PCjr 
the  most  useful 
computer  a 
little  money 
can  buy. 

It  comes  standard  with  128KB  of 
user  memory— twice  the  memory 
of  its  most  popular  competitor.  An 
advanced  16-bit 
processor.  And 
a  double-sided 
diskette  drive 
that  can  store 
over  twice  as  much 
information  as  most 
single-sided  drives. 

With  all  these 
features,  PCjr  can  run  over  a 
thousand  of  the  most  popular 
programs  written  for  the  IBM  PC 
And  with  the  new  optional  128KB 
Memory  Expansion  Attachment, 


diskettes,  and  don't  take  up  a 
bit  of  user  memory.  The  three 
newest  examples  being 
Lotus  1-2-3,™  the  fascinating 
PCjrColorPaint  and 
Managing  Your  Money™ 
by  financial  expert 
Andrew  Tobias. 

As  its  library  of  software 
keeps  growing.  PCjr  keeps 
growing,  too.  By  leaps  and 
bounds.  Because  IBM 
designed  it  with  13  ports 
for  add-on  options.  And 
a  modular  construction 
that  will  accept  new 
capabilities  down  the 
road.  Even  those 
that  haven't  been 
invented  yet. 
All  this  in  a 


computer  that  weighs  a  mere  10  pounds* 


r~" 


The  new  PCjrMemory  Expansion 
Attachment  can  give  memory  a 
quick  lift  to  256KB.  Or,  along  with 
a  PCjr  Power  Expansion  Attachment, 
all  the  way  to  a  hefty  512KB. 


More  computer  for  your  money. 

See  how  PCyr  compares  with  other 

computers  at  its  price. 

Memory 

User  Memory  (RAM) 
128KB  (expand- 
able to  512KB) 

Permanent  Memory 
(ROM):  64KB 


Takes  up  just  a  bit 

over  a  square  foot  of  desk 
space.  And  costs  less 
than  $1,0001 

without  monitor. 
Picture  yourself 
with  a  PCjr. 
Try  one  out 
and  see  what's 
new  at  an 
authorized 
IBM  PCjr 
dealer  or  IBM  Product 
Center. 

For  the  name  of  the 
store  nearest  you,  call 
1-800-IBM-PCJR.  In  Alaska  and  Hawaii,  call 
1.800-447-0890. 
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Diskette  Drive 

Double-sided, 

double  density 
Capacity:  360KB 

Processor 

16-bit  8088 

Keyboard 

Typewriter-style 
Detached;  cordless 


L 


Warranty 

1-year  limited 
warranty 


Software 

Runs  over  1,000 

programs  written 

for  the  IBM  PC 
Runs  both  diskette  and 

cartridge  programs 
Display 

40-  and  80-column 
Resolution: 

4-color: 
640h  x  200v 

16-color: 
320h  x  200v 
Expandability 
Open  architecture 
Optional  128KB 

Memory  Expansion 

Attachment(s) 
13  ports  for  add-ons, 

including  built-in 

serial  interface 
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PCjr's  new  typewriter- 
style  keyboard  adds  a 
nice  touch  to  business, 
home  or  educational 
computing. 


IBM  PCjr 

Growing  by  leaps  and  bounds 


mm 
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allow  an  increase  in  local  rates  so  we 
can  compete  internationally,"  de- 
clares de  Grandpre.  "If  not,  Bell  will 
strangle  to  death." 

Death,  of  course,  is  a  long  way  off. 
This  year  increased  long-distance  rev- 
enues will  help  boost  earnings  at  Bell 
Canada  Enterprises  to  over  $900  mil- 
lion (Canadian)  on  revenues  of  $10 
billion.  The  firm  also  owns  52%  of 
Northern  Telecom,  a  telecommunica- 
tions manufacturer  that  has  benefited 
mightily  from  the  AT&T  breakup. 

With  an  eye  to  more  competition, 
de  Grandpre  has  been  diversifying. 
Last  year  he  surprised  almost  every- 
one by  buying  a  42%  stake  in  Trans- 
Canada  PipeLines,  a  regulated  natural 
gas  company.  Recently,  he  upped  his 
stake  to  47% — a  total  investment  of 
$717  million.  And  just  last  month  he 
made  another  small   acquisition  to 


add  to  his  $400  million-a-year  print- 
ing business,  already  the  largest  in 
Canada. — Jack  Willoughby 

War  of  the 
word  processors 

Typists  make  about  $5  an  hour; 
word  processor  operators  make  as 
much  as  $13.  So  there's  a  strong  temp- 
tation for  the  former  to  try  to  pass 
themselves  off  as  the  latter. 

Temporary-help  firms  face  the 
same  temptation.  They're  having 
trouble  meeting  the  demand  for  word 
processing  personnel.  But  agencies 
also  realize  that  incompetent  staffers 
can  cost  them  clients.  "You  want  to 
see  the  problem  in  your  office  and  not 
in  the  customer's,"  says  Terence  Ad- 
derley,  president  of  Kelly  Services. 

His  firm,  the  second  largest  in  the 
industry  worldwide,  is  playing  catch- 
up with  Manpower,  Inc.,  a  subsidiary 
of  the  Parker  Pen  Co.  Manpower  set 
up  training  programs  two  years  ago  to 
teach  word  processing,  while  Kelly 
wasn't  doing  much. 

Adderley  is  convinced,  however, 
that  good  word  processing  operators 
are  now  out  there.  The  problem  is 


finding  them.  So  he  bought  from  Kee 
Inc.,  a  small  computer  maker,  a  test- 
ing device  that  functions  like  a  flight 
simulator. 

This  summer  Kelly's  550  offices  re- 
ceived the  new  machines.  By  switch- 
ing keyboards  and  diskettes,  they  can 
grade  an  operator's  performance  on 
six  of  the  most  popular  word  process- 
ing models — Wang,  Lanier,  IBM, 
Xerox,  DEC  and  CPT.  Each  simulator 
costs  $10,000,  for  a  total  cost  of  about 
$6  million.  But  Adderley  says  he 
would  have  spent  $30  million  to  give 
each  office  all  six  of  the  machines. 

Manpower  President  Mitchell 
Fromstein,  meanwhile,  says  every- 
thing is  backwards.  "Where  are  their 
operators  going  to  come  from?"  he 
asks,  stressing  the  need  for  more 
training.  Adderley,  for  his  part,  says 
competitors  are  "locked  in"  to  anti- 
quated systems. 

For  the  moment,  everyone  wins.  The 
temporary-help  industry  is  going  great 
guns,  thanks  to  the  economic  recovery, 
and  Adderley  sees  an  "absolutely  out- 
standing" year.  Kelly's  revenues 
should  be  up  33%,  to  $700  million,  and 
earnings  up  35%,  to  $24  million. 

Even  so,  Kelly's  boss  needn't  fret 


Terence  Adderley,  president  of  Kelly  Services 
Keeping  things  all  in  the  family. 


Eric  Smith'Gamma-Liaison 
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Our  lakeland  paradise  awaits  you 


Your  own  vacation  land  on  the  fabulous  Lake  of  the  Ozarks 
in  Central  Missouri.  Right  in  the  heartland  of  America. 
Away  from  cities,  noise,  pollution  and  the  rat-race  of  the 
workaday  world.  We  call  it  Forbes  Lake  of  the  Ozarks  .  .  . 
about  12,800  acres  of  scenic  paradise.  Not  for  everybody, 
but  maybe  for  you. 

The  Ozarks  region,  which  dominates  most  of  southern 
Missouri,  has  long  been  lost  in  the  legends  of  the  Osage 
Indians.  Now  that  the  magnificent  Truman  Lake  has  been 
completed,  it's  merely  a  matter  of  time  before  the  beauty  of 
this  spectacular  recreational  area  attracts  vacationers  and 
settlers  from  every  corner  of  the  continent. 

If  yours  is  a  family  of  water-sports  lovers — swimming, 
boating,  fishing,  water-skiing — it's  hard  to  imagine  a  more 
perfect  setting  for  you.  Forbes  Lake  of  the  Ozarks  is  nestled 
at  the  headwaters  of  the  big  Lake.  Here  it  almost  kisses 
Truman  Lake  on  the  west,  then  winds  eastward  through 
stands  of  hickory  and  oak  for  over  90  miles  to  the  bustling 
hub  of  the  summer  resort  area  at  Bagnell  Dam. 

Forbes  Inc.,  publishers  of  Forbes  Magazine,  through  its 
subsidiary,  Sangre  de  Cristo  Ranches  Inc.,  is  offering  the 
opportunity  of  a  lifetime  for  you  to  acquire  one  or  more 
acres  of  our  choice  Missouri  lakeland  among  the  breathtak- 
ing "hills  'n'  hollers"  country  of  the  Lake  of  the  Ozarks. 

Forbes'  private  park  is  the  ideal  place  to  build  a  second 
home  .  .  .  that  special  place  where  you  may  now  or  one 
day  choose  to  retire.  Here  among  the  friendly,  down-home 


folks  who  have  made  Missouri  famous  for  its  hospitality. 
These  are  salt-of-the-earth  people  who  are  pleased  to 
welcome  good  neighbors  to  their  easygoing  way  of  life. 

There's  no  better  time  than  right  now  to  find  out  if 
Forbes  Lake  of  the  Ozarks  is  the  place  for  you.  All  our 
homesites,  including  lake  front  and  lake  view,  will  be  a 
minimum  size  of  one  acre — ranging  to  over  three  acres. 
Cash  prices  start  at  $6,000.*  One  or  more  acres  of  this 
incredibly  beautiful  lakeland  can  be  yours  for  the  modest 
payment  of  $60  per  month,  with  easy  credit  terms  avail- 
able. 

For  complete  information,  including  pictures,  maps  and 
full  details  on  our  liberal  money-back  and  exchange  privi- 
leges, please  fill  in  the  coupon  and  mail  to:  Forbes  Lake  of 
the  Ozarks,  Box  157,  Warsaw,  Missouri  65355. 

*Prices  subject  to  change  without  notice. 


Forbes  Lake  of  the  Os^arks 


Box  157,  Warsaw,  MO  65355 

Without  obligation,  please  send  me  more 
information  on  Forbes  Lake  of  the  Ozarks. 


PLEASE  PRINT 


Name. 


Address 


City/State/Zip 
Telephone 


Preference:     □  $6,000    □  $7,500    □  Higher 


Obtain  the  Property  Report  required  by  Federal  law  and  read  it  before  signing  anything  No  Federal  agency  has  judged  the  merits  or  value,  if  any,  of  this  property.  Equal  Credit  and  Housing 
Opportunity  An  Offering  Statement  filed  with  the  New  Jersey  Real  Estate  Commission  neither  approves  the  offering  nor  in  any  way  passes  upon  the  merits  and  value  of  the  property.  Obtain  the 
New  Jersey  Public  Report  and  Broker's  Release  from  the  registered  New  Jersey  broker  and  read  before  signing  anything  NJACB100-1 183MO  KANSAS  OFFEREES  SHOULD  OBTAIN  A 
KANSAS  PUBLIC  OFFERING  STATEMENT  FROM  THE  DEVELOPER  AND  READ  IT  BEFORE  SIGNING  ANYTHING.  THE  SECURITIES  COMMISSIONER  OF  KANSAS  NEITHER  RECOMMENDS 
THE  PURCHASE  OF  THE  PROPERTY  NOR  APPROVES  THE  MERITS  OF  THE  OFFERING  Sang'e  de  Cristo  Ranches  Agency.  Licensed  Real  Estate  Broker  in  Colorado.  Jack  Nerud  Agency, 
Oshkosh,  Nebraska  691 54,  Nebraska  Real  Estate  Broker  An  offering  statement  for  this  subdivision  has  been  filed  with  the  Iowa  Real  Estate  Commission  and  a  copy  of  such  offering  statement  is 
available  from  the  subdivider  upon  request  A  statement  and  offering  statement  has  been  filed  with  the  Secretary  of  Sta'e  of  the  State  of  New  York  The  filing  does  not  constitute  approval  of  the 
sale  or  lease  or  offer  for  sale  or  lease  by  the  Secretary  of  Stale  or  that  the  Secretary  of  State  has  in  any  way  passed  upon  the  merits  of  such  offering  .  A  copy  of  the  offering  statement  is  available, 
upon  request,  from  Sangre  de  Cristo  Ranches  Inc  ,  NYA  83-351.  OBTAIN  AN  OKLAHOMA  PUBLIC  OFFERING  STATEMENT  AND  READ  BEFORE  SIGNING  ANYTHING  NO  FEDERAL  OR 
STATE  AGENCY  RECOMMENDS  THE  PURCHASE  OF  THE  PROPERTY  OR  APPROVES  THE  MERITS  OF  THE  OFFERING  Not  an  offer  or  solicitation  in  those  states  where  the  property  is  not 
registered  AD83LR801  IL-84-106  MI-83-240  OL-000362-A 
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about  performance.  Adderley,  51, 
started  as  a  branch  manager  in  1958, 
about  a  decade  after  founder  William 
Kelly  married  his  mother.  Kelly,  still 
chairman  at  78,  officially  adopted  him 
several  years  ago.  This  spring  Adder- 
ley  insured  his  family's  control  by 
creating  a  new  class  of  stock.  Now 
Kelly  family  members  can  sell  over 
half  of  their  65%  stake  and  still  con- 
trol the  board. — Howard  Gold 

Is  there  a  doctor 
on  the  beach? 

When  Dr.  D.  Thane  Cody  began 
working  at  the  Mayo  Clinic  in 
the  late  Fifties,  he  divided  his  time 
between  patients  and  the  lab.  Over 
the  years  administrative  duties 
crowded  out  the  research.  In  August 
Cody,  52,  an  ear  surgeon,  finally  gave 
up  his  practice.  The  reason:  He  will  be 
heading  the  prestigious  clinic's  new 
operation  in  Jacksonville,  Fla.,  its  first 
expansion  outside  its  Rochester, 
Minn.  home. 

Such  are  the  pitfalls  of  success.  Like 
Cody,  the  Mayo  Clinic  has  problems 
others  would  kill  for.  While  most  hos- 
pitals suffer  from  empty  beds  and  nar- 
rowing margins,  the  clinic  continues 
to  grow.  Last  year  set  a  record:  rev- 
enues of  $381  million  and  an  operat- 
ing surplus  of  $28  million. 

But  growth  poses  its  own  problems. 
The  clinic,  with  its  800  physicians 
and  14,000  employees,  is  too  big  for 
Rochester,  population  62,000.  "A  pa- 
tient who  has  to  see  six  specialists 
might  have  to  go  to  six  different  build- 
ings across  town,"  Cody  says. 

Besides,  the  clinic,  governed  by  its 
doctors,  is  looking  ahead.  Officials  see 
a  continuing  decline  in  population 
and  prosperity  in  the  Midwest,  the 
source  of  85%  of  the  clinic's  patients. 
Five  years  ago  officials  began  to  think 
about  geographical  expansion.  Cody, 
who  built  Mayo's  otorhinolaryngo- 
logy  (ear,  nose  and  throat)  department 
into  one  of  the  largest  in  the  world, 
served  on  the  committee  that  consid- 
ered alternative  sites. 

Why  Jacksonville?  Well,  the  demo- 
graphics are  terrific  for  health  care: 
rapid  population  growth,  new  indus- 
tries and  a  huge  older  population  in 
nearby  southern  Florida.  A  local  fam- 
ily gave  the  clinic  140  acres  on  which 
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Dr.  Cody  of  the  Mayo  Clinic  in  front  of  the  home  of  founder  William  Mayo 
Facing  the  problems  of  success. 


to  build  its  $10  million  facility.  Like 
Rochester,  the  Jacksonville  clinic  will 
be  a  group  practice,  mostly  catering  to 
outpatients,  with  its  physicians  paid 
by  salary.  That's  common  enough 
these  days,  but  it  was  radical  in  the 
late  19th  century  when  Dr.  W.W. 
Mayo  and  his  two  sons  got  started. 

Florida  hospital  administrators  are 
overjoyed.  They  see  their  beds  filling 
up  with  patients  flocking  for  Mayo 
consultations.  But  not  everyone  in 
Jacksonville  is  happy.  Doctors  in  the 
region  view  the  new  Mayo  Clinic  as 
serious  competition. 

Well  they  should.  But  Cody  doesn't 
want  his  new  clinic  to  grow  too 
quickly.  He's  most  concerned  about 
another  of  those  problems  only  the 
successful  face:  too  much  demand. 
"Expanding  rapidly  could  cause  prob- 
lems that  the  Mayo  Clinic  just 
doesn't  like  to  have,"  Cody  says.  It's 
his  job  to  make  sure  that  the  move  to 
Florida  doesn't  damage  the  magic  of 
the  Mayo  name. — Robert  Teitelman 

China — having  it  their  way 

In  the  last  five  years  the  U.S.  has 
exported  over  $14  billion  worth  of 
goods  to  China,  compared  with  less 
than  $2  billion  for  the  five-year  period 
before  that. 

A  great  leap  forward,  indeed.  But  it 
worries  sinologist  Denis  Simon,  an 
MIT  professor  who  has  visited  the 
mainland  four  times  since  1982.  The 
Chinese,  he  says,  are  getting  the  bet- 
ter half  of  most  of  these  transac- 
tions— largely  because  of  their  crack 
negotiating  skills  and  misplaced  fears 
among  U.S.  diplomats  of  damaging  a 
fragile  relationship. 

Simon's  most  worrying  claim  is 
that  the  U.S.  is  shipping  out  highly 


sensitive  technology  without  know- 
ing how  it  will  be  used.  "At  this  point 
we're  giving  up  far  more  than  we're 
getting  in  return,"  Simon  says.  "The 
technological  relationship  between 
the  U.S.  and  China  has  far  outpaced 
the  mutual  political  understanding 
between  the  two  countries." 

Simon,  31,  studied  political  science 
and  Chinese  at  the  University  of  Cali- 
fornia at  Berkeley,  overcoming  a 
childhood  hatred  of  Oriental  food. 
He's  fluent  in  Mandarin  and  leavens 
academic  chores  with  consulting  for 
several  electronics  firms. 

Over  75%  of  current  Chinese  re- 
quests, Simon  estimates,  involve 
technologies  with  military  as  well  as 
civilian  uses.  No  surprise,  of  course. 
He  thinks  that  China's  military  is  far 
more  capable  of  using  all  these  com- 


Richard  Howard 


MIT  China  expert  Denis  Simon 
Dinner  toasts  aren't  treaties. 
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At  Swiss  Bank  Corporation, 

We  like  to  talk  business 


'Some  of  our  customers  found 
the  right  bank  by  asking  the  right 
questions." 
Joseph  N.  Boland, 
First  Vice  President 

If  you  are  looking  for  a  bank  that 
is  recognized  the  world  over  for  high 
quality  services,  strong  financial 
condition,  extensive  international 
network,  and  capabilities  in  both  the 
commercial  and  investment  banking 
areas,  then  talk  to  the  Swiss  Bank 
Corporation.  We  take  a  businesslike 
approach  to  your  financial  needs. 

Financial  transactions  have  become 
increasingly  complex  and  global  in 
nature.  Top  performance  in  the 
financial  markets  requires  a  world- 
wide presence  plus  extensive  capa- 
bilities in  a  variety  of  products  and 
services.  Many  corporate  financial 
officers  have  approached  Swiss 
Bank  Corporation  with  questions 
that  only  a  bank  with  commercial 
and  merchant  banking  capabilities 
can  answer. 

So  whether  you  need  a  cash  man- 
agement system  for  your  Latin 
American  operations,  short  or 
medium  term  financing  for  working 
capital  purposes  or  advice  and  as- 
sistance with  Euro-capital  market 
transactions,  call  on  Swiss  Bank 
Corporation.  We  have  the  experience, 
the  resources  and  the  tradition  for 
finding  answers  to  our  clients' 
questions  and  needs. 


Swiss  Bank  Corporation 

Schweizerischer  Bankverein 
Societe  de  Banque  Suisse 

The  key  Swiss  bank 

General  Management  in  CH-4002  Basle,  Aeschenplatz  6,  and  in  CH-8022  Zurich,  Paradeplatz  6.  Over  200  offices  throughout  Switzerland.  Main  Office  US. A.: 
New  York,  Four  World  Trade  Center,  10048,  212/938-3500.  Branches:  Chicago,  Three  First  National  Plaza,  60602,  312/346-0350  and  San  Francisco,  101  California 
Street,  94111,  415/774-3300.  Agency:  Atlanta,  235  Peachtree  St.,  N.E.,  30303,  404/522-1600.  Representative  offices:  Houston,  One  Allen  Center,  77002, 
713/658-0561 ;  Los  Angeles,  800  W.  Sixth  St.,  90017, 213/489-5900. 
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puters  and  microelectronics  than  the 
disorganized  civilian  bureaucracy.  Si- 
mon also  is  concerned  because  the 
U.S.  has  agreed  to  help  China  develop 
nuclear  power.  The  only  assurance 
our  government  ever  has  received 
that  Peking  won't  use  spent  fuel  to 
make  bombs  or  divert  high-tech 
equipment  for  military  uses,  he 
points  out,  is  a  dinner  toast  made  by 
Prime  Minister  Zhao  Ziyang  in  Wash- 
ington in  January. 

Simon's  China  cards:  First,  he 
thinks  the  U.S.  should  demand  more 
cooperation  on  international  issues, 
such  as  reducing  tensions  on  the  Ko- 
rean peninsula.  He  also  favors  chan- 
neling more  aid  to  factories  manufac- 
turing things  such  as  shoes,  paint  and 
textiles.  "Americans  tend  to  go  for 
big,  sexy  projects,"  he  says. 

Guess  who  does  just  the  opposite? 
The  Japanese.  Japanese  firms  are  ren- 
ovating and  managing  hundreds  of 
Chinese  factories.  "They  have  taken 
aim  at  the  Chinese  system  at  the  ap- 
propriate level,  as  they  have  already 
done  in  Taiwan  and  Korea,"  Simon 
concludes. — Laura  Saunders 

Hot  property 

A  time-honored  way  to  make  it  big 
in  New  York  real  estate  is  to 
make  yourself  sound  big.  Developer 
Philip  Pilevsky  certainly  isn't  shy. 
"No  one  does  more  deals  than  me," 
he  says.  "Not  Trump,  not  Helmsley." 

Pilevsky  may  be  right — but  he's 
talking  quantity,  not  quality.  So  far 
this  year  he  has  acquired  more  than 
60  properties — 33  of  them  in  Manhat- 
tan. By  dint  of  sheer  volume,  Pilevsky 
is  building  a  reputation.  But  when  it 
comes  to  dollars,  Pilevsky  is  still 
small  potatoes.  His  deals  average  $10 
million. 

Still,  a  fortune  in  real  estate  has  to 
start  somewhere.  Pilevsky,  the  38- 
year-old  son  of  Polish  refugees,  began 
his  in  the  early  Seventies,  selling  land 
for  a  friend  in  Florida.  Then,  while 
completing  master's  degrees  in  politi- 
cal science  and  education  at  Colum- 
bia University,  he  started  building 
small  shopping  centers.  He's  now 
about  to  close  his  biggest  deal,  the  $40 
million  purchase  of  a  Florida  mall. 

Pilevsky's  manic  personality — and 
good  results — have  helped  him  raise 


New  York  real  estate  entrepreneur  Philip  Pilevsky 
Hanging  around  with  the  Studio  54  crowd. 


capital  from  wealthy  investors.  "He's 
offering  200%  returns  over  a  two-year 
period,"  says  investor  Alfred  Fried- 
man, who  owns  a  New  York  real  es- 
tate company.  "He's  a  miracle  work- 
er," adds  Joseph  Nakash,  chairman  of 
sportswearmaker  Jordache  Enter- 
prises, Inc.,  who  helped  Pilevsky  buy 
an  apartment  building  on  Manhat- 
tan's trendy  Upper  West  Side. 

Pilevsky's  specialty  is  spotting  of- 
fice buildings  or  apartment  houses 
that  have  commercial  space  going  at 
below-market  rates.  In  a  typical  trans- 
action he  gets  75%  of  the  initial  fi- 
nancing from  National  Westminster 
Bank,  with  investors  kicking  in  the 
balance.  Pilevsky  improves  cash  flow 
by  raising  rents.  Then  he  refinances 
with  a  long-term  lender.  Risks 
abound.  "I  get  death  threats  all  the 
time,"  says  Pilevsky  of  his  relation- 
ship with  forced-out  tenants. 

Pilevsky  is  moving  into  glitz.  His 
River  Hotel,  for  example,  is  in  a  large- 
ly homosexual  Greenwich  Village 
neighborhood  and  boasts  a  lilac  lobby. 
He's  finishing  Morgans,  a  midtown 


hotel  that  is  the  brainchild  of  Steve 
Rubell  and  Ian  Schrager.  They,  you 
might  remember,  are  the  former  im- 
presarios of  Studio  54  who  spent  15 
months  in  jail  for  tax  evasion.  Pi- 
levsky took  50%  of  the  $12  million 
deal  for  his  labors  and  put  his  own 
accountant  in  charge. — Lisa  Gubernick 

Putting  the 
fizz  back 

First  loves  die  hard.  Eight  years  ago 
Charles  Ferro  sold  his  C&C  Cola 
soft-drink  company  to  ITT  for  a  sweet 
$13  million.  Instead  of  heading  for  the 
golf  course,  Ferro,  a  short,  dapper  man 
known  in  the  beverage  industry  as 
C&C  Charlie,  stayed  on  as  president 
of  ITT's  soft-drink  division.  Then,  in 
1982,  ITT  sold  out  to  the  Shasta  divi- 
sion of  Consolidated  Foods. 

Ferro  left  to  buy  the  maker  of  Yoo- 
Hoo  chocolate  drink  and  to  start  a 
spaghetti  sauce  company  called 
Francesco  Rinaldi.  But  when  he 
learned  that  C&C  Cola  was  losing 
money,  he  bought  it  back  this  spring 
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THERE  ARE  TWO  WAYS 
TO  RENT  01 


At  other  car  rental  companies,  when  you  rent  it  here  and 
leave  it  there,  you  have  to  pay  a  drop-off  fee  or  mileage 
charge.  At  National,  you  don't.  Because  unlike  other 
car  rental  companies,  National  has  a  whole  fleet 
of  cars  dedicated  to  one-way  rentals 
These  cars  are  available  for  just  $10*  a 
day  more  than  our  regular  low  rental 
rates,  including  unlimited  mileage. 
No  strings  attached. 

Just  call  800-CAR-RENTSM  or  your 
travel  consultant  and  reserve  a        \ 
compact  to  full-size  4-door  car  24  hours 
in  advance.  Then  return  it  to  any  authorized 
U.S.  location  and  pay  no  additional 
charge  for  mileage. 

National  Car  Rental.  The  way  to  go  one  way. 


We  feature  GM 
cars  like  this  Olds 
Cutlass  Supreme 


'Specific  cars  are  subject  to  availability,  there  are  a  limited  number  of 
cars  available,  and  you  pay  for  gas.  Our  $10  one-way  charge  is  non  - 
discountable,  subject  to  change  without  notice  and  is  not  available  on 
weekend,  commercial  or  special  promotional  rates. 

A  HOUSEHOLD  


National  Car  Rental 


YOU  DESERVE  NATIONAL  ATTENTION^ 


INTERNATIONAL  COMPANY  ©  1984,  National  Car  Rental  System,  Inc  In  Canada,  it's  Tilden.  In  Europe,  Africa  and  the  Middle  East,  it's  Europcar. 


Faces 

Behind  the  Figures 


for  less  than  $8  million. 

Why  C&C  again?  "Because  I  know 
that  I  can  do  a  better  job,"  says  Ferro, 
59,  from  a  modest  office  overlooking 
his  modern  bottling  plant  in  Eliza- 
beth, N.J.  "Back  in  1978  sales  were 
almost  $100  million.  But  they  had 
really  fallen.  This  year  we're  going  to 
try  for  $50  million." 

What  went  wrong?  The  big  con- 
glomerates didn't  touch  the  keystone 
of  Ferro's  discount  strategy.  Unlike 
most  beverage  firms,  which  deliver 
directly  to  supermarkets,  C&C  deliv- 
ers to  warehouses  and  lets  retailers 
move  the  bottles  to  the  stores.  Ferro 
claims  this  distribution  method  al- 
lows his  company  to  cut  distribution 
costs  by  30%. 

But  logistics  isn't  everything. 
Shasta  lost  customers  by  being 
greedy.  It  substituted  cheaper  ingredi- 
ents in  C&C's  formula  while  boosting 
the  brand's  price. 

"Now  we  intend  to  get  back  to  ba- 
sics by  recreating  our  original  formu- 


Charles  Ferro  ofC&C  Cola 

What  happened  when  Consolidated  Foods  got  greedy. 


la,  returning  to  our  previous  packag- 
ing design  and  lowering  our  prices," 
says  Ferro.  He  has  the  help  of  many  of 
his  former  employees,  who  have  re- 
turned to  C&C  after  leaving  when  the 


firm  was  first  sold  in  1976.  Another 
added  bonus:  $15  million  of  new  bot- 
tling equipment  installed  by  ITT  and 
Consolidated  Foods. 
Ferro  doesn't  miss  the  big  corporate 


ten  the  need  is 


When  the  pressure's  on,  you'll  be  thankful  your 
office  copier  is  a  Royal.  The  copier 
'designed  not  to  stop  unless  you  want  it  to. 
If  you're  looking  for  copiers 
that  will  keep  working  when 
the  hoard  meets,  look  what 
independent  researchers 
like  DaUspro,  Buyer's 
Laboratory,  Hansen's 
-'Melwest  and  Office 


Products  Analyst  Ave  to  say  about  Royal. 
They  all  consistently  rate  Royal  copiers 
as  "most  reliable"  and  "best  choice". 
Royal  backs  its  copiers  with  an  industry- 
leading  warranty  and  a  nationwide 
network  of  servic  :  professionals.  We've 
been  building  business  machines 


e 
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** 
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life.  "There's  nothing  you  can't  pur- 
chase for  yourself  if  you're  a  success- 
ful entrepreneur,"  he  says  with  a 
grin. — Leslie  Pittel 

Freeing  up  Down  Under 

Why  were  the  Australians  so  pop- 
ular at  this  year's  meeting  of  the 
International  Monetary  Fund?  When 
finance  minister  Paul  Keating  gave  a 
speech  in  Washington,  D.C.  during 
the  IMF  festivities  a  few  weeks  ago, 
over  150  international  bankers  took 
time  off  from  their  cocktail  parties  to 
listen  earnestly. 

"When  you're  walking  about  with  a 
pocketful  of  banking  licenses,  you  are 
sure  to  be  followed  by  a  pack  of  bank- 
ers," Keating  explains  wryly.  This 
summer  he  announced  that  Australia 
would  open  its  banking  industry  to  a 
limited  number  of  foreigners.  Keating 
thinks  that  Australia's  four  major 
banks  have  neglected  lending  to 
smaller  companies,  one  reason  he 
wants  to  let  foreigners  in. 

With  applications  due  in  Novem- 
ber, all  those  rapt  Washington  listen- 
ers were  out  to  make  a  good  impres- 
sion— and  no  wonder.  Since  his  Labor 
Party  came  to  power  16  months  ago, 
Keating,  39,  has  been  Australia's 
champion  of  deregulation,  quickly 
bringing   change    to   the   antiquated 


Australian  finance  minister  Paul  Keating 
Followed  by  a  pack  of  bankers. 

Australian  financial  system.  "Our  fi- 
nancial sector  was  hog- tied ,"  he  says. 
"We  had  forgotten  why  some  regula- 
tions had  been  imposed  in  the  first 
place." 

Last  year,  for  example,  Keating 
dropped  all  foreign  exchange  controls 
and  allowed  the  Australian  dollar  to 


trade  freely — probably  his  most  im- 
portant move.  In  a  decision  reminis- 
cent of  trends  in  the  U.S.,  he  also  let 
Australian  merchant  and  commercial 
bankers  onto  each  other's  turf:  The 
merchant  bankers  now  can  trade  for- 
eign exchange,  while  the  commercial 
bankers  can  trade  in  the  short-term 
money  markets — areas,  respectively, 
denied  previously.  Stockbrokers, 
meanwhile,  are  in  a  tizzy  because 
Keating  has  gotten  rid  of  fixed  trading 
commissions. 

Doesn't  all  this  make  for  trouble- 
some politics?  Sure,  members  of  the 
left  wing  of  Keating's  Labor  Party  are 
notoriously  anticapitalist  and  xeno- 
phobic. But  Keating,  one  of  his  coun- 
try's savviest  young  politicians,  is 
good  at  getting  his  way.  The  son  of  a 
boilermaker  who  built  an  engineering 
firm,  he  joined  the  party  at  15  and  has 
been  a  member  of  Parliament  since  he 
was  25. 

Keating  believes  that  a  more  inno- 
vative financial  system  will  promote 
economic  growth — and  create  jobs. 
"We  Australians  have  always  counted 
on  our  natural  resources  to  save  our 
skin,"  he  says.  "But  until  our  finan- 
cial institutions  become  more  effi- 
cient, the  potential  of  the  Australian 
economy  will  continue  to  be  much 
spoken  of,  and  not  realized." — P.S. 


for  America's  offices : 
You  know  well  be  there . 
tomorrow. 

Call  for  information  era  Royal  demon 
stration:  1-800-528-60  »0,  ext.  2246. 
It  could  be  the  most  crl  tical  business 
decision  you  make  tod;  iy. 
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5  reasons  why  businessmen  in  over 
90  countries  deal  with  Lucky-Goldstar 

With  dealings  in  more  than  90  today's  most  important  fields, 

countries  around  the  world,  Here  are  some  of  the  reasons  why 

Lucky-Goldstar  is  becoming  known  more  and  more  people  are  seeking 

as  a  name  to  be  trusted  in  some  of  out  The  Lucky-Goldstar  Group. 


Integrated  Action: 

member  companies  en- 
hances the  Groups  capa- 
bilities. 

Lucky-Goldstar  companies 
combine  their  expertise  in 
chemicals  and  fine  chemicals 
(even  bio-engineering),  elec- 
tronics and  telecommuni- 
cations, energy  and  resources, 
construction  and  engineering, 
finance  and  securities,  and 
many  other  important  fields. 


Successful  Partnerships: 


tures  are  Lucky-Goldstar  com- 
panies. 

You're  already  familiar  with 
many  of  the  names  that  have  joined 
with  Lucky-Goldstar  to  achieve  some 
of  Korea's  biggest  successes— names 
like  Caltex,  Western  Electric,  Sie- 
mens, and  Hitachi— there  are  many 
more. 

Lucky-Goldstar  is  also  partic- 
ipating in  some  pretty  impressive 
enterprises  overseas,  too,  such  as  the 
Saudi  Basic  Industries  Corp. 


Healthy  Growth: 

Luckv-Goldstar  has  grown 
steadily  during  the  37  years 
since  its  establisliment—even 
in  times  of  worldwide  reces- 
sion. 

Sometimes  the  growth  has 
been  surprisingly  great.  For  ex- 
ample, Lucky-Goldstar  Interna- 
tional Corp  grew  43%  in  1983— 
more  than  any  other  Korean 
general  trading  company. 


Financial  Soundness: 

No  Korean  business  conglomer- 
ate can  claim  greater  reliability 
in  its  financial  dealings  than 
Lucky-Goldstar 

And  we  can  back  up  this  claim 
with  hard  facts,  including  its  ac- 
knowledgment by  world- renowned 
banks.  Lucky-Goldstar  has  time 
after  time  proved  its  trustworthi- 
ness. 


An  Eye  to  the  Future 

//}  some  fields,  Lucky-Gold- 
star is  putting  as  much  as 
6-7%  of  sales  back  into  re- 


The  groupwide  average  for 
investment  in  research  is  3%  of 
sales  and  going  up  all  the  time. 
(That's  pretty  good  when  you 
realize  that  group  sales  for  1983 
reached  US$7.5  billion. )  In  such 
important  new  fields  as  com- 
puters and  genetic  engineering, 
the  figure  tops  6%. 


I 1 

There  are  a  lot  of  people  in  a  lot  of  countries  who  already  , 

know  that  if  you  're  looking  for  a  reliable  business  relation-  ; 
ship  in  Korea,  Lucky-Goldstar  is  the  place  to  look. 

lb  find  out  more,  contact  Lucky-Goldstar  International  I 

;  Corp.,  537 Namdaemun-ro  5-ga,  Jung-gu,  Seoul  100,  Korea.  \ 
CPOBox  1899.  Phone  777-8097.  TelexLGINTL K27266.  Cable 
FOURCLOVER  SEOUL 


III  LUCKY  GOLDSTAR 


We've  got  it  together. 


Chemistry  □  Lucky,  Ltd.  D  Lucky  Continental  Carbon  Electricity,  Electronics  and  Telecommunications  □  Goldstar  Co. ,  Ltd.  □  Goldstar  Cable  □  Goldstar  Tele- 
Electric  DGoldstar  Electric  DGoldstar  Instrument  &  Electric  DGoldstar  Precision  OShmyeong  Electric  DGoldstar  Semiconductor  DGoldstar  Alps  Electronics  Energy 
and  Resources  Q  Honam  Oil  Refinery  D  Korea  Mining  &  Smelting  Construction  and  Engineering  D  Lucky  Development  □  Lucky  Engineering  Insurance,  Securities 
and  Finance  □  Lucky  Securities  □  Pan  Korea  Insurance  □  Busan  Investment  &  Finance  DGoldstar  Investment  &  Finance  Trade  andDistribution  D  Lucky-Goldstar 
International  DHee  Sung  Public  Service  DThe  Yonam  Foundation  DThe  Yonam  Education  Institute  Sports  □  Lucky-Goldstar  Sports 


The  Forbes/Wilshire  5000  Review 


A  setback,  of  sorts.  For  the  first  time  since  the  market 
rallied  in  early  August  most  of  the  major  indicators  regis- 
tered declines  for  the  recent  two-  and  four- week  periods. 
As  each  quarter  draws  to  a  close,  large  institutions  often 
buoy  the  market  by  "window  dressing"  their  portfolios. 
But  this  time  it  appears  that  many  institutions  were  more 
interested  in  taking  some  of  the  profits  they  made  over  the 
summer. 

Despite  the  market's  failure  to  build  on  earlier  gains, 
the  capitalization  of  the  Wilshire  index  is  now  some  $170 
billion  dollars  higher  than  it  was  in  late  July.  This  hand- 
some increase  has  come  while  Wall  Street  has  struggled  to 


sort  out  widely  diverging  opinions  on  the  near-term  eco- 
nomic outlook.  So  why  not  do  a  little  end-of-quarter 
profit-taking? 

The  Dow  industrials  show  the  largest  loss  for  the  last 
ten  trading  days,  a  2.5%  decline.  NASDAQ  issues  were 
close  behind,  with  a  2.2%  drop.  Amex-listed  shares,  how- 
ever, held  up  the  best  and  fell  only  0.4%.  The  average 
issue,  as  measured  by  the  Wilshire  index,  lost  1.4%. 
NASDAQ  stocks  recorded  the  worst  four-week  perfor- 
mance, with  a  1.8%  loss.  The  blue  chip-oriented  Dow  fell 
1.4%.  But  most  NYSE  and  Amex  issues  ended  the  four- 
week  period  with  only  minor  losses. 


Close-up  On  The  Equity  Markets 


Performance  of  six  leading  indexes 

Percent  change 

Wilshire 
5000 

Forbes 
500 l 

Dow  Jones 
industrials 

NYSE 
Composite 

Amex  Market 
Value  Index 

NASDAQ 
Composite 

in  last  4  weeks 

-0.3 

0.0 

-1.4 

-0.1 

0.0 

-1.8 

in  last  52  weeks 

-3.4 

0.3 

-2.1 

-0.5 

-6.4 

-15.7 

Stock  performance  based  on  six  key  investor  yardsticks 

Percent  change 

Company  size 

Volatility2 

P/E  multiple 

Dividend  yield 

Growth  profile3 

Share  price 

large 

small 

high 

low 

over  25 

under  5 

over  7.5% 

none 

high 

low 

over  $40 

under  $4 

in  last  4  weeks 

0.1 

2.3 

-0.8 

2.5 

-1.0 

2.9 

3.2 

-0.6 

0.8 

2.8 

0.4 

-0.8 



in  last  52  weeks 

-2.0 

-6.4 

-12.4 

8.7 

-18.0 

3.0 

5.3 

-9.4 

-10.2 

7.6 

3.0 

-14.4 

'Based  on  sales. 

2A  stock's  sensitivity  to  overall  market  movement.  High-volatility  issues  have  wide  price  fluctuations,  low-volatility  issues  are  more  stable. 

3A  quantitative  evaluation  of  a  stock's  growth  image,  determined  by  Wilshire  Associates. 


Note:  All  data  for  periods  ending  9/28/84.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif 
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Where  The  Action  Is 


Utilities  make  a  comeback.  With  the  well-publicized 
problems  concerning  nuclear  power  plants  and  the  uncer- 
tainty surrounding  the  breakup  of  AT&T,  the  utility 
sector  has  limped  through  hard  times.  But  now  investors 
are  taking  another  look  at  the  high  yields  and  strong 
financial  ratings  of  the  companies  that  are  not  caught  up 
in  controversy.  The  utility  sector  shows  the  best  two-  and 


four-week  performance  of  all  nine  Wilshire  sectors,  with 
respective  gains  of  2.4%  and  3.6%. 

Consumer  durables  was  the  only  other  group  to  register 
a  gain  for  the  last  ten  trading  days.  Meanwhile,  technology 
shares,  down  4.7%,  recorded  the  largest  loss.  This  group 
was  hit  hard  by  the  problems  of  Texas  Instruments  and 
reduced  earnings  estimates  from  Wall  Street. 


Percent  change  in  last  52  weeks   "O  <2>   Percent  change  in  last  two  weeks 
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Consumer  nondurables  and  services 
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What  The  Analysts  Think 


A  few  bright  spots.  Except  for  utilities,  analysts  continue 
to  cut  their  1984  earnings  projections.  Yet  the  Forbes  500 
is  still  priced  at  only  9  times  1984  estimates  and  7.5  times 


1985  estimates.  This  means  that  if  both  the  present  multi- 
ple of  11  times  latest  12-month  earnings  and  the  1985 
forecasts  hold,  stock  prices  should  rise  sharply. 


Forecasting  the  Forbes  500 


Performance 
period 


Average 

earnings  per 

share 


P/E 


latest  12  months 

1984  estimates 

1985  estimates 


$3.00 
3.85 
4.60 


11.0 
9.0 

7.5 


Rank  based  on 
change  in  estimate 

Sector 

Estimated  1984 
EPS 

%  change  in  1984  estimate 
in  2  weeks         in  4  weeks 

1 

Utilities 

$3.52 

0.13% 

0.45% 

2 

Capital  goods 

2.35 

-1.09 

-2.08 

3 

Transportation 

2.56 

-1.15 

-2.29 

4 

Consumer  durables 

3.38 

-1.29 

-1.34 

5 

Finance 

3.36 

-1.57 

-2.27 

6 

Raw  materials 

2.66 

-1.73 

-1.16 

7 

Energy 

2.62 

-1.94 

-0.26 

8 

Consumer  non-durables 

2.63 

-1.94 

-2.91 

9 

Technology 

1.97 

-1.99 

-2.95 

Earnings  projections  are  equal-weighted  consensus  estimates  from  over  1,800  security  analysts  Forecasts  for  the  9  Wilshire  sectors  are  limited  to  firms  with  3  or  more  estimates, 
with  a  mean  estimate  greater  than  $0  50  Data  are  compiled  and  updated  weekly  by  Zacks  Investment  Research,  a  Chicago-based  quantitative  consulting  firm. 


Note:  All  data  for  periods  ending  9/28/84.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif.;  Zacks  Investment  Research,  Inc  ,  Chicago,  III 
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How  a  Fast-Moving  Insurance 
Company  Won  the  Acquisitions  Race 
in  Record-Breaking  Time. 

American  General  had  an  ambitious 
acquisitions  strategy.  And  they  knew  the 
advantages  of  moving  fast.  Because  in 
the  changing  insurance  industry,  growth 
through  acquisition  can  provide  a  critical 
competitive  edge.  So  when  First  Boston's 
merger  and  acquisition  team  first  called 
on  Harold  Hook,  American  General's 
Chairman  and  CEO,  the  race  to  become 
one  of  the  world's  largest  insurance  and 
financial  giants  moved  into  high  gear. 

The  result:  in  just  fifteen  months, 
American  General,  with  the  help  of  First 
Boston,  completed  the  two  largest  life 
insurance  acquisitions  ever  and  moved 
into  the  forefront  of  the  industry. 

The  first  acquisition  was  NLT  The 
First  Boston  team  helped  American 
General  acquire  a  company  that,  at  the 
time,  was  almost  equal  to  its  own  size. 
Financing  for  this  acquisition  included  the 
very  first  adjustable  rate  convertible 
preferred  stock  ever  issued. 

Soon  after  the  NLT  transaction,  First 
Boston  helped  American  General  acquire 
the  insurance  businesses  of  Gulf  United. 
The  $1.26  billion  transaction  was 
financed  almost  entirely  by  equity,  further 
strengthening  American  General's 
balance  sheet.  As  part  of  its  strategy, 
American  General  also  sold  five  subsid- 
iary companies  for  nearly  $600  million— 
again  with  the  help  of  First  Boston. 

When  you  combine  American  General's 
vision  with  the  financial  creativity  of 
First  Boston,  a  well  thought  out  strategy 
will  succeed.  Fast.  Proof  that  it  has:  the 
price  of  American  General  stock  has  more 
than  doubled  since  1982.  American 
General  today  is  an  $18  billion  corporation 
—the  fourth  largest  shareholder-owned 
insurance  company. 

Just  as  they  were  for  American  General, 
the  resources  of  First  Boston  are  a  phone 
call  away.  Call  Robert  Baylis  or  John 
Lathrop  at  headquarters  in  New  York  City, 
(212)  909-2000. 

Another  reason  why  First  Boston  is 
getting  the  call  in  1984. 


WBIW\ 


Streetwalker 


Paper  chase 

A  half-dozen  years  ago  Mead  Corp. 
fought  off  a  takeover  attempt  by  Ar- 
mand  Hammer's  Occidental  Petro- 
leum. The  Ohio-based  company's  fin- 
ger-in-the-eye  defense  set  the  tone  for 
dirty  tactics  in  subsequent  resistance 
to  hostile  takeovers.  But  the  rough 
stuff  may  have  bought  merely  a  re- 
prieve. Mead  once  again  has  the  look 
of  a  sitting  duck.  This  time  it  may  be 
bagged. 

Compare  Mead  with  Hammermill 
Paper,  widely  seen  as  takeover-vul- 
nerable because  of  $31  million  in 
greenmail  paid  to  Carl  Icahn  in  1981. 
Hammermill  may  have  a  liquidation 
value  of  around  $60  to  $65  and  sells 
just  shy  of  50.  But  Mead,  with  a  prob- 
ably equal  liquidation  value,  trades  in 
the  mid-30s. 

Mead  recently  streamlined,  dump- 
ing all  nonpaper  operations  except  for 
the  promising  Mead  Data.  Earnings 
per  share  have  quadrupled  from  last 
year's  $1.03,  to  an  estimated  $4.75  in 
1984,  which  means  there's  a  lot  of 


Making  paper  at  a  Mead  mill 
Cash  offers  are  hard  to  fight. 

cash.  In  addition,  Mead  has  a  variety 
of  product  lines  that  could  easily  be 
peeled  off  without  affecting  the  profit- 
ability of  the  remaining  operations. 

Has  the  fight  gone  out  of  Mead 
management?  Quite  possibly.  The 
folks  who  fended  off  Occidental  are 
retired.  Hammer's  offer  was  fairly 
easy  to  attack  because  it  included 


some  low-grade  debentures;  today 
most  deals  are  cash.  Paper  whispers, 
but  cash  shouts. — Lisa  Gubernick 

Who's  afraid  of 
the  Big  Board? 

Once  upon  a  time,  companies  traded 
on  the  New  York  Stock  Exchange 
would  change  their  bylaws  if  required 
to  get  or  keep  a  prized  listing.  No 
more.  Now  it's  just  the  opposite.  The 
exchange  is  busily  bending  its  rules  to 
hold  on  to  listings. 

When  Dow  Jones,  General  Motors 
and  Hershey  Foods  created  new 
classes  of  common  stock  with  un- 
equal voting  rights,  for  example, 
none  of  the  companies  was  delisted. 
When  Crown  Zellerbach  issued  "poi- 
son pill"  purchase  rights  to  prevent  a 
hostile  takeover,  the  exchange  did 
try  to  prevent  the  securities  from 
being  traded  but  backed  down  after 
the  company  put  those  rights  on 
NASDAQ.  And  the  exchange  rattled 
its  saber  ineffectively  when  Carter 
Hawley  Hale  transferred  a  23%  voting 
stake  in  the  company  to  General 
Cinema  without  ever  submitting  the 
move  to  its  shareholders. 

Time  was  when  a  Big  Board  listing 
was  a  quality  seal  for  investment  mer- 
chandise. No  longer,,  it  seems. — L.G. 

Closed  fund  finds 

Shares  of  U.S.  closed-end  funds  like 
Niagara  Share  Corp.  garner  premiums 
of  up  to  8%.  But  up  in  Canada,  Third 
Canadian  General  Investment  Trust 
Ltd.  and  Canadian  General  Invest- 
ments Ltd.  offer  just  as  good  a  yield  as 
Niagara  does — and  sell  at  15%  to  30% 
discounts. 

Why  the  seeming  bargains?  Obscu- 
rity, mainly.  Because  Canadian 
closed-ends  are  traded  on  the  Toronto 
Stock  Exchange,  most  American 
brokers  aren't  familiar  with  them. 

Another  reason  for  the  discount: 
When  Canadian  funds  report  their  as- 
sets, they  take  a  haircut  for  capital 
gains  liability,  even  though  they  don't 
have  to  pay  the  taxes  until  they  real- 
ize profits.  This  haircut  reduces  re- 
ported net  asset  value  but  doesn't  re- 
duce the  money  at  work. 

There's  some  special  leverage  here, 
too.  Miami-based  analyst  Thomas 
Herzfeld  points  out  that  Third  Cana- 
dian has  59%  of  its  holdings  in  Cana- 
dian General.  Those  holdings  are  car- 
ried at  Canadian  General's  market 
value — well  under  net  asset  value — 
which  means  Third  Canadian  inves- 


tors get  a  double  discount.  Buying  one 
share  of  Third  Canadian  for  $24  (U.S.) 
gives  an  investor  assets  worth  some 
$50  (Canadian)— about  $38  (U.S.). 

Exchange  risks  may  be  favorable 
now,  too.  "There's  a  new  conserva- 
tive government  in  Canada,"  ex- 
plains Herzfeld.  "Look  what  the  Rea- 
gan government  has  done  for  the 
U.S.  dollar."— L.G. 

Longhorn  lowball 

What's  the  best  way  for  a  majority 
shareholder  to  buy  the  rest  of  the 
company  cheap?  That's  easy.  Trash 
the  value  of  the  target  company's  as- 
sets, then  make  a  lowball  bid. 

That's  what  some  analysts  think  is 
going  on  at  Southland  Financial,  a 
Dallas-based  real  estate  developer. 
Chairman  Ben  Carpenter  and  mem- 
bers of  his  family  control  a  third  of  the 
company's  shares.  They  made  a  bid 
recently  valued  at  $32.50  per  share  to 
take  the  NASDAQ-listed  company 
private. 

That's  a  mere  fraction  of  net  asset 
value,  says  David  O'Leary,  director  of 
research  at  Fox-Pitt,  Keiton,  a  New 
York  City-based  institutional  broker. 
Southland's  choicest  asset  is  Las  Co- 
linas,  a  planned  community  with  a 
core  of  business  parks  west  of  Dallas. 
O'Leary  figures  this  property  alone  is 
worth  $66  a  share,  with  another  $14 
in  other  assets — $80  in  all.  "From 
1978  through  1982  they  paraded  Las 
Colinas  as  a  gem,"  he  says.  "Late  last 
year  they  put  out  all  this  bearish  stuff 
about  a  condo  that  went  belly-up.  It 
looks  like  an  attempt  to  depress  the 
value  of  the  stock." 

The  bad  news  sent  the  shares  from 
last  year's  high  of  32  down  to  20  this 
July.  Then  the  Carpenters  came  out 
with  their  bid.  But  already  it  is  below 
the  current  share  price  of  37.  A  major 
buyer  is  Craig  Hall,  a  Dallas  real  es- 
tate investor  who  paid  $48.3  mil- 
lion— an  average  of  $28  a  share — for  a 
9.9%  stake. 

If  Hall  tries  for  control,  expect  a 
fight.  Las  Colinas  is  not  just  another 
piece  of  property  to  the  Carpenters. 
The  family  ranch  sits  right  in  the 
middle  of  the  development. — L.G. 

Railroad  reappraisal 

Analysts  have  complained  that  An- 
schutz  Corp.'s  recent  bid  for  Rio 
Grande  Industries  was  too  low.  That 
may  be.  At  $50  per  share,  the  offer 
roughly  equals  the  carrier's  book  value. 
Veteran  rail  consultant  Isabel  Ben- 
ham,  however,  sees  things  another 
way.  She  thinks  the  Anschutz  offer  is 
an  indication  that  the  entire  rail  group 
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Stability 
Respected  The  W>rld  Over. 


Stability.  You've  come  to  expect  it  from  the  Swiss. 
Fact  is,  the  whole  world  banks  on  it. 

That's  why  we're  proud  of  our  Swiss  heritage. 
Proud  to  maintain  our  old  world  values. 

Proud  to  be  American,  too.  Imaginative.  Bold. 
And  exciting. 

An  American  organization  of  Swiss  descent.  The 
best  of  both  worlds.  The  best  insurance  protection  for 
your  valued  business. 


We  create  world  class  insurance  that's  in  a  class 
by  itself. 

Come  to  Zurich-American  Insurance  Companies 
for  sound  business  insurance  advice.  Vast  technical 
expertise.  And  the  financial  strength  to  protect  your 
operation. 

You'll  find  we  speak  plain  English.  But  if  you 
listen  closely,  you'll  hear  our  Swiss  accent  on 
stability. 


Zurich-American 

American  Creativity.  Swiss  Dependability. 


ZURICH-AMERICAN  INSURANCE  COMPANIES 
Zurich  Insurance  Company  •  American  Guarantee  and  Liability  Insurance  Company  •  Schaumburg,  IL  60196 
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Follow  the  signs. 


a 


For  over  fifty  years,  Newsweek  has  been  reading  the  signs 
of  American  politics.  Because  what  America  s  political  leaders  pledge, 
promise  and  do  in  the  world  has  a  profound  effect  on  your  world. 

Every  week,  Newsweek  takes  you  behind  the  pomp  and 
the  podiums  to  the  backstage  bargaining.  Down  from  the  lofty  ideals 
of  the  political  platforms  to  the  fights  on  the  floor.  And  beyond 
the  front-runners  to  the  reasons  why  some  could  never  catch  up. 

And  we  do  it  with  accuracy  With  perspective.  With  insight. 

This  week,  pick  up  Newsweek  and  you'll  hold  the 
world  in  your  hands. 


The  world  in  your  hands. 

Newsweek 


uum 


World  What  ? 

Most  international  publications  are  prepared  by  western 
k,  journalists  for  a  mostly  western  audience  and  reflect  a 

western  point  of  view.  There  is  one,  however,  that  goes  a  step 
further  to  be  in  tune  with  the  times.  It  has  an  editorial  board  of  top 
writers  around  the  world  who  are  native  to  the  regions 
about  which  they  write,  and  who  thus  provide  fresh 
perspectives  on  matters  of  worldwide  concern.  It's  aimed 
at  a  worldwide  audience  too.  Now  five  years  old,  it  appears  monthly  as 
a  special  section  in  18  national  newspapers  and  magazines  in  countries 

ranging  from  Egypt  to  Argentina  to  Japan,  and  in  different 
language  editions  as  well.  It  sports  the  largest  circulation  of 
any  international  news  publication  in  Latin  America,  and 
one  of  the  largest  in  East  Asia  and  the  Middle  East.  It's  making  its  mark 
with  corporate  advertisers— including  AT&T,  Pan  Am, 
Xerox,  OPIC,  Hertz  and  American  Express  in  1984. 

68%  of  readers  surveyed  say  they 
"save  it  for  reference." 


WorldPaper 

a  fnnis  rS international  nnininn    ^™ 


a  focus  of  international  opinion 


For  advertising  or  subscription  information,  please  contact: 
WorldPaper,  44  Kilby  Street,  Boston  MA  02109,  USA,  Tel:  (617)  720-0525,  Telex:  6817273 


Streetwalker 


is  undervalued.  Anschutz,  she  points 
out,  is  offering  16.9  times  Rio 
Grande's  12-month  earnings  at  a  time 
when  Burlington  Northern  is  selling 
for  -6.9,  CSX  for  7,  Norfolk  Southern 
for  8.1  and  Santa  Fe  for  10.7. 

If  this  doesn't  make  investors  go 
full  throttle,  Benham  also  explains 
that  for  the  first  time  in  years  outsid- 
ers are  trying  to  buy  into  the  industry. 
Anschutz  aside,  both  Willard  Mar- 
riott Jr.  and  Alleghany  Corp.'s  Kirby 
family  have  recently  made  offers  for 
Conrail.  Railroading  may  no  longer  be 
a  business  that  only  a  railroader  could 
love. — James  Cook 

Stray  CATs 

Stripped  of  their  interest  coupons  by 
enterprising  Wall  Street  houses,  $40 
billion  worth  of  zero-coupon  Treasury 
bonds  are  on  the  market  now.  Almost 
all  of  them  trade  over-the-counter — 
except  for  a  handful  of  Salomon 
Brothers'  so-called  certificates  of  ac- 


crual on  Treasury  securities,  which 
are  on  the  New  York  Stock  Exchange. 

Salomon  figured  that  a  Big  Board 
listing  would  help  its  certificates  of 
accrual  gain  respectability,  but  it 
turned  out  that  CATs  sold  beautifully 
without  going  through  the  red  tape  of 
a  Big  Board  listing  application.  Those 
listed  CATs  still  exist,  however,  and 
trade  several  hundred  thousand  dol- 
lars' worth  daily  at  prices  that  are  just 
plain  ridiculous — as  much  as  30% 
more  than  identical  o-t-c  CATs. 

That's  a  hefty  premium  for  the 
privilege  of  looking  up  your  bond's 
quote  in  the  newspaper — the  only  dif- 
ference between  the  two  securities. 
Says  Adrian  Massie,  a  managing  di- 
rector of  Salomon  Brothers:  "A  ratio- 
nal buyer  should  never  buy  them,  and 
those  that  have  them  should  sell  and 
replace  them."  Massie  is  being  kind. 
What  he  means  is  that  recent  buyers 
of  these  listed  CATs  are  just  plain 
stupid.  The  market  is  rational?— L.G. 
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BELGIII 

The  Surprise  Package 

Ol  EUtO|/€*  Surprise!  Belgium  is 

food  to  rival  Paris.  Castles  to  capture 

your  heart.  Scenery  to  take  your 

breath  away.  Festivals  to  take  your 

inhibitions  away. 

SABENA,  the  airline  with  sauoir 

faire,  takes  you  to  Brussels, 

capital  and  ideal  gateway  to 

all  Europe.  For  a  free  copy  of 

Arthur  Frommers  new  book, 

'A  Masterpiece  Called 

Belgium"  send  $2.00  for 

postage  and  handling  to:  -^ 

Belgian  Tourist        *i 

Office,745  Fifth  Ave." 

New  York,  NY  10151. 


BELGIAN  WORLD  AIRLINES 


Tough  day?  Slip  into  a 
comfortable  AAD-80  jetliner 


Fashions  by  Paul  Stanley.  Ltd. 


MCDOISIISIELL. 
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Statistical  Spotlight 


Convertible  bonds  often  sell  at  a  premium.  Here's  how  to  figure 
out  when  the  cost  of  that  premium  is  justified. 


Playing  safe-and 
sporty,  too 


By  Leslie  Pittel 


Convertible  bonds  rarely  gen- 
erate much  excitement.  Per- 
haps it's  because  they  are  only 
a  tiny  part  of  the  investment  universe. 
Potential  investors  may  also  be  put  off 
by  the  special  terminology  and  extra 
arithmetic.  But  for  those  willing  to  do 
their  homework,  these  securities  can 
offer  special  rewards.  "At  times  when 
the  market  is  almost  flat,  or  rising 
slowly,  as  it  is  now,  convertibles  can 
be  the  best  thing  to  hold,"  says  Value 
Line  Convertibles  analyst  Mark  Hunt. 


These  hybrid  securities  have  charac- 
teristics of  both  debt  and  equity.  But 
convertibles  aren't  necessarily  a  sign  of 
strength.  Companies  frequently  issue 
convertibles  when  they  can't  afford  to 
borrow  at  market  interest  rates. 

An  investor  who  buys  a  convertible 
gets  a  piece  of  paper  with  a  fixed  cou- 
pon yield  that  is  nearly  always  higher 
than  the  dividend  on  the  common 
stock.  It  is  also  safer,  since  it  isn't 
affected  by  dividend  cuts.  But  every 
convertible  can  also  be  exchanged  for 
common  shares.  As  a  result,  the  price 
of  a  convertible  follows  the  move- 


ment of  its  underlying  equity. 

If  the  common  rises  sharply,  the 
convertible  will  follow.  If  the  price  of 
the  common  collapses,  the  convert- 
ible will  be  hurt,  too,  but  the  yield  on 
a  convertible  acts  as  a  floor  on  its 
price.  That  means  every  convertible 
bond  has  an  "investment  value"  just 
like  a  conventional  bond.  This  figure, 
which  appears  in  the  next  to  the  last 
column  of  the  accompanying  table,  is 
a  function  of  overall  interest  rates, 
coupon  yield  and  the  issuing  firm's 
financial  strength. 

In  today's  environment,  converti- 
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Why  your  investment 

bankandyour 

commercial  bank  should 

be  one  and  the  same: 

BankersTrust 


The  financial  needs  of  the 
modern  corporation  are  both 
complex  and  tightly  interre- 
lated. Traditionally,  a  major 
corporation  has  gone  to  an 
investment  bank  to  meet  some 
of  these  needs,  and  to  a  com- 
mercial bank  to  meet  others. 

Now,  one  bank 
can  provide  for  virtu- 
ally every  one  of  them. 

Bankers  Trust. 

At  Bankers  Trust, 
we've  taken  the  lending  | 
capability  and  breadth 
of  non-credit  services 
of  a  commercial  bank 
and  blended  them  with 
the  intermediary  skills 
and  entrepreneurial 
spirit  of  an  investment 
bank.The  result  is  a 
unique  institution:  the 
worldwide  merchant 
bank. 

Since  we  provide 
almost  every  banking 
service,  we  can  and  do  supply 
objective  advice.  With  no 
vested  interest  in  any  one  form 
of  financing,  we  can  help  you 
weigh  the  pros  and  cons  of 
them  all. 

Today,  an  increasing 
number  of  America's  leading 


corporations  are  coming  to 
Bankers  Trust  for  our 
unsurpassed  combination  of 
commercial  and  investment 
banking  services.  These 
services  include: 

Swaps 
Our  capital  markets  professionals 


in  New  York  and  London 
have  made  us  a  world  leader  in 
currency  and  interest  rate 
swaps,  helping  our  customers  to 
exchange  one  kind  of  interest 
and/or  principal  for  another. 
In  1983,  we  wrote  more  than 
$3  billion  in  swaps  contracts. 


Investment  management 

We  are  responsible  for  the  in- 
vestment of  more  than  $37  bil- 
lion in  employee  benefit  and 
personal  trust  assets. 
Employee  benefit  clients  in- 
clude over  100  of  the  world's 
major  corporations  and  public- 
sector  entities. 
Loan  participations 
Our  Syndication 
Group  granted  over 
$2  billion  in  loan  par- 
ticipation to  banks  and 
other  institutional 
lenders  last  year,  a 
figure  unsurpassed  by 
any  other  financial 
institution.  This  year, 
our  volume  of  partici- 
pations is  running  at 
an  annual  rate  of 
$6  billion. 

Worldwide 
merchant  banking  is 
dynamic  and  aggressive. 
It  is  perfectly  shaped 
to  meet  both  the  complex 
needs  of  the  modern  corporation 
and  the  rapidly  changing  nature 
of  today's  financial  world. 
If  your  company  deserves 
this  kind  of  leadership,  come 
to  the  bank  that  provides  it: 
Bankers  Trust. 


DBankerslrust  Company 

Merchant  banking,  vwrkjwjge. 


Statistical  Spotlight 


bles  stand  to  benefit  two  ways  if  inter- 
est rates  fall.  On  the  one  hand,  bond 
prices  will  rise,  pulling  up  the  invest- 
ment value  of  convertibles.  But  lower 
interest  rates  should  help  the  stock 
market,  too,  and  that  would  increase 
the  conversion  value  of  convertibles. 
Rising  interest  rates,  of  course,  could 
have  the  opposite  effect  on  both 
counts. 

There  are  some  tradeoffs,  however, 
with  convertible  bonds.  They  do  not 


yield  as  much  as  straight  bonds  nor 
move  up  as  sharply  as  common  stocks 
in  a  market  rally.  And  attractive  con- 
vertible bonds  often  sell  at  a  premi- 
um— a  higher  price  than  the  current 
value  of  the  common  shares  for  which 
they  can  be  exchanged. 

It  is  easy  to  calculate  this  conver- 
sion premium.  Take  Allied  Stores' 
9Vi%  2007  convertible  bond  listed  in 
the  table  below.  The  bond  is  priced  at 
$1,255,  the  common  stock,  48  Vi.  The 
Allied  bond  can  be  converted  into  25 
shares  of  common,  which  have  a  mar- 
ket value  of  $1,212.50.  The  $42.40 


extra  cost  of  the  bond  represents  a 
premium  of  3.5%. 

In  this  situation,  however,  paying  a 
relatively  small  conversion  premium 
offers  the  convertible  owner  a  much 
higher  return.  Allied's  common  yields 
only  4.12%  while  the  bond  yields 
7.57%.  This  difference — what  con- 
vertible analysts  call  the  yield  advan- 
tage— is  3.45%.  According  to  Value 
Line  Convertibles  the  median  conver- 
sion premium  on  convertible  bonds  is 
20%,  so  the  Allied  convertible  may  be 
a  buy. 

Another  figure  that  is  important  to 


Generous  yields  and  tempting  action — but  do  your  homework 

Convertible  bonds  track  common  stock  prices.  They     Some  bonds  have  long  break-even  times  to  make  up  the 
also  pay  higher  yields  and  offer  more  downside  protec-     conversion  premium.  Returns  can  also  be  cut  if  a  bond 
tion.  There  is,  however,  a  price  for  these  advantages,     is  called  or  if  the  firm  goes  private.  Read  the  fine  print. 

Coupon 
Bond                                   rate 

Year 
due 

Bont 

price 

| 

Co 

price 

—Bond  ana 
premium 

■     • 

yield 
advantage 

conversion 
rate 

investment 
value 

break-even 

(years) 

yield 

yield 

Allied  Stores 

9'/2% 

2007 

$1,255.00 

7.57% 

48  Vi 

4.12% 

3.45% 

25.00 

3.5% 

$  790 

1.0 

American  General 

11 

2008 

1,345.00 

8.18 

22% 

3.93 

4.24 

54.55 

7.8 

102 

1.7 

American  General 

11 

2007 

1,340.00 

8.21 

22% 

3.93 

4.27 

54.55 

7.4 

102 

1.6 

American  Maize-Prods 

11% 

2000 

1,140.00 

10.31 

19 

2.74 

7.57 

55.00 

9.1 

750 

1.1 

American  Medical  Intl 

9'/2 

2001 

1,140.00 

8.33 

24%' 

2.42 

5.91 

41.02 

12.3 

750 

1.9 

Anthony  Industries 

11  % 

2000 

965.00 

11.66 

141/2 

3.03 

8.62 

55.49 

19.9 

670 

1.9 

Bank  of  New  York 

12 

2006 

1,295.00 

9.27 

31'/2 

5.84 

3.43 

40.60 

1.3 

1020 

0.4 

BankAmerica  Realty  Inv 

9Vi 

2008 

970.00 

9.79 

28 

7.86 

1.94 

32.26 

7.4 

680 

3.6 

Barnett  Banks  of  Florida 

12 'A 

2006 

1,355.00 

9.04 

41% 

3.29 

5.75 

32.26 

1.5 

1000 

0.3 

Boeing 

8% 

2006 

1,405.00 

6.32 

55% 

2.51 

3.81 

23.67 

6.2 

780 

1.5 

Castle  &  Cooke 

5% 

1994 

955.00 

5.63 

14% 

- 

5.63 

59.10 

8.6 

490 

1.4 

Celanese 

9% 

2006 

1,127.50 

8.65 

74  Vi 

5.37 

3.28 

14.08 

7.5 

750 

2.1 

Circle  K 

9 

2003 

1,400.00 

6.43 

31% 

2.35 

4.08 

43.10 

3.1 

630 

0.7 

Citicorp 

5% 

2000 

930.00 

6.18 

38% 

5.39 

0.80 

24.39 

-0.3 

550 

NM 

Dayco 

6 

1994 

785.00 

7.64 

14% 

1.61 

6.03 

47.80 

10.4 

520 

1.6 

Dayco 

5% 

1994 

740.00 

7.77 

14% 

1.61 

6.16 

43.98 

13.1 

510 

1.9 

Deere  &  Co 

5'/2 

2001 

915.00 

6.01 

30'/: 

3.28 

2.73 

30.53 

-1.7 

490 

NM 

Dixico 

8'/2 

1993 

1,015.00 

8.37 

8 

2.13 

6.25 

125.00 

1.5 

NA 

0.2 

Dreyfus 

7% 

2008 

1,030.00 

7.16 

35% 

2.84 

4.32 

27.03 

8.1 

540 

1.7 

Equitable  Resources 

9>/2 

2006 

1,370.00 

6.93 

34 

4.00 

2.93 

40.18 

0.3 

690 

0.1 

Farah  Manufacturing 

5 

1994 

760.00 

6.58 

25  W 

3.45 

3.13 

26.58 

12.1 

430 

3.5 

Federal  Natl  Mortgage 

4% 

1996 

850.00 

5.15 

14% 

1.11 

4.03 

50.96 

16.0 

350 

3.4 

First  Interstate  Bancorp 

7'/4 

2004 

1,067.50 

6.79 

39 

6.00 

0.79 

27.21 

0.6 

630 

0.7 

Fleet  Financial  Group 

10'/2 

2007 

1,272.50 

8.25 

49 '/4 

4.87 

3.38 

25.08 

'3.0 

810 

09 

Ford  Motor  Credit 

4'/2 

1996 

1,090.00 

4.13 

45  'A 

3.55 

0.58 

24.00 

0.6 

480 

1.1 

Frontier  Airlines 

6 

1992 

880.00 

6.82 

11% 

1.76 

5.06 

73.53 

5.2 

470 

1.0 

Greatwest  Hospitals 

8'/4 

2003 

1,027.50 

8.03 

17% 

— 

8.03 

50.51 

15.4 

490 

1.7 

Hartmarx 

8'/2 

2008 

1,090.00 

7.80 

29% 

3.81 

3.99 

34.09 

8.8 

710 

2.0 

Hercules 

6>/2 

1999 

1,030.00 

6.31 

34  V2 

4.17 

2.14 

28.57 

4.5 

570 

2.0 

Instrument  Systems 

1 1             1994 

1,135.00 

9.69 

Vh 

- 

9.69 

400.00 

13.5 

NM 

1.2 

NA:  not  available.    NM  not  meaning! 

ul. 

Sources:  Upper  Analytical  Sen 

ices.  Value  Line  Convertibles;  Forbes 
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$5,059,050,000 


Student  Loan  Marketing  Association 


Zero  Coupon  Notes  due  2022 


Upon  request,  a  copy  ot  the  Ottering  Circular  describing  these  securities  and  the  business  ot 
SallieMae  may  be  obtained  within  any  State  trom  any  Underwriter  who  may  legally 
distribute  it  within  such  State.  The  securities  are  ottered  only  by  means  of  the  Ottering 
Circular,  and  this  announcement  is  neither  an  otter  to  sell  nor  a  solicitation  of  any  offer  to  buy. 


Goldman,  Sachs  &  Co. 


The  following  firms  assisted  in  the  distribution  of  the  Notes: 


Daiwa  Securities  America  Inc. 


The  Nikko  Securities  Co. 

International,  Inc. 

Nomura  Securities  International,  Inc. 


September  14,  1984 


nnnm 


Statistical  Spotlight 


convertible  bond  shoppers  is  the 
break-even  time.  This  measures  how 
long  it  will  take  for  the  yield  from  the 
convertible  to  pay  back  the  premium 
paid  to  buy  it.  In  general,  the  shorter 
the  break-even  time,  the  less  risky  the 
bond.  The  Allied  Stores'  convertible, 
for  example,  would  take  only  one  year 
to  recoup  its  premium,  while  the 
McKesson  93A%  of  2006  would  take 
more  than  four  years.  Two  of  the  con- 
vertible bonds  in  the  accompanying 
table,  Citicorp  and  Deere,  sell  at  dis- 
count. These  securities  do  not  have  a 
break-even  time. 
Some  of  this  analysis,  of  course, 


may  overstate  the  case  for  buying  con- 
vertibles. What  happens  to  that 
tempting  Allied  issue  cited  above,  for 
example,  if  the  retail  chain  raises  the 
dividend  on  its  common  stock?  In 
that  event,  the  time  required  to  make 
up  the  bond  premium  gets  longer — 
maybe  even  so  long  that  the  convert- 
ible loses  its  appeal.  This  isn't  totally 
far-fetched.  After  all,  Allied  has  hiked 
its  dividend  three  times  in  the  past 
four  years.  Look  at  an  issuer's  history 
of  dividend  growth  before  you  get  ec- 
static over  pay-back  periods. 

When  investing  in  convertibles  it 
also  pays  to  read  the  fine  print.  Call 
protection  and  dilution  protection  are 
important.  These  features  assure  in- 
vestors that  they  will  gain  the  full 


$1,000  face  value  of  a  bond  when  it 
matures.  Some  companies,  unfortu- 
nately, put  the  owners  of  convertibles 
in  a  very  unpleasant  position  during 
leveraged  buyouts.  Unlucky  bond- 
holders can  wind  up  having  paid  a  fat 
premium  and  unable  to  convert  to 
common  shares  (seep.  159). 

The  60  convertibles  in  the  table  all 
sell  at  a  premium  of  less  than  20% 
and  offer  a  yield  advantage  over  an 
equivalent  investment  in  the  com- 
mon shares  that  underlie  them.  Al- 
though picking  a  convertible  bond 
takes  lots  more  care  than  simply 
buying  a  stock,  the  extra  work  can  pay 
off.  Says  Value  Line's  Hunt:  "If  you 
think  that  a  stock  is  a  good  value,  the 
convertible  might  be  even  better."  ■ 


Generous 

yields  and  tempting  action — but  do  your  homework 

Coupon 
Bond                                   rate 

Year 
due 

Bond 

price 

Com 

price 

yield 
advantage 

conversion 
rate 

-Bond  ana 
premium 

1     -^ 

investment 
value 

break-even 

(years) 

yield 

yield 

Jamesway 

9%% 

2002 

$1,500.00 

6.50% 

17'/2 

0.57% 

5.93% 

84.39 

1.6% 

$680 

0.3 

Jim  Walter 

9 

2007 

1,018.75 

8.83 

27'/4 

4.40 

4.43 

33.56 

11.4 

650 

2.3 

K  mart 

6 

1999 

1,040.00 

5.77 

34% 

3.58 

2.19 

28.17 

6.6 

600 

2.8 

Leggett  &  Piatt 

8>/8 

2001 

1,005.00 

8.08 

187/8 

2.33 

5.75 

48.66 

9.4 

660 

1.5 

Lomas  &  Nettleton  Fin'l 

9% 

2008 

1,310.00 

7.44 

30.'/4 

3.83 

3.61 

41.24 

5.0 

670 

1.3 

McKesson 

9% 

2006 

1,020.00 

9.56 

38  Va 

6.27 

3.28 

22.86 

16.7 

760 

4.3 

Merrill  Lynch 

8% 

2007 

1,150.00 

.7.72 

31% 

2.52 

5.20 

31.87 

13.7 

690 

2.3 

MidCon 

tow 

2009 

1,045.00 

9.81 

38 '/2 

5.82 

3.99 

23.81 

14.0 

790 

3.1 

National  Medical  Ent 

9 

2006 

1,060.00 

8.49 

22 

2.00 

6.49 

40.32 

19.5 

700 

2.5 

Olin  Corp 

8% 

2008 

1,010.00 

8.66 

32  % 

4.09 

4.57 

27.40 

14.3 

680 

2.7 

Pfizer  Inc 

8% 

2006 

1,327.50 

6.59 

35% 

3.71 

2.89 

35.40 

5.3 

770 

1.7 

Piedmont  Aviation 

6 

2007 

1,020.00 

5.88 

33 

0.85 

5.03 

28.47 

8.6 

420 

1.6 

Piedmont  Aviation 

11 

2007 

1,275.00 

8.63 

33 

0.85 

7.78 

37.21 

3.8 

750 

0.5 

Prairie  Producing 

9% 

2003 

1,050.00 

8.81 

10 '/» 

- 

8.81 

94.12 

8.8 

550 

0.9 

Quaker  State  Oil  Ret 

87/8 

2008 

1,012.50 

8.77 

18l/4 

4.66 

4.11 

48.19 

15.1 

690 

3.2 

Recognition  Equipment 

11 

2006 

1,103.75 

9.97 

14% 

- 

9.97 

65.79 

14.7 

640 

1.3 

Research-Cottrell 

10l/2 

2006 

1,140.00 

9.21 

18 

1.78 

7.43 

58.82 

7.7 

810 

1.0 

Rohr  Industries 

9 

2003 

1,550.00 

5.81 

43  Vi 

— 

5.81 

34.78 

2.5 

630 

0.4 

SCOA  Industries 

10 

2007 

1,140.00 

8.77 

24 

3.17 

5.61 

41.67 

14.0 

770 

2.2 

Joseph  E.  Seagram 

8'/4 

2008 

1,102.50 

7.48 

37% 

2.11 

5.37 

26.49 

9.9 

690 

1.7 

Signal  Cos 

5>/2 

1994 

945.00 

5.82 

31'/2 

2.98 

2.84 

27.72 

8.2 

580 

2.7 

Singer  Cos 

9 

2008 

1,068.75 

8.42 

32'/4 

0.31 

8.11 

27.78 

19.3 

650 

2.0 

Southwest  Airlines 

10 

2007 

1,160.00 

8.62 

19% 

0.67 

7.95 

54.23 

10.4 

770 

1.2 

Sterling  Bancorp 

6'/2 

1990 

766.25 

8.48 

10W 

7.11 

1.37 

66.67 

13.5 

630 

8.7 

URS 

8% 

2008 

950.00 

9.21 

13  M 

3.02 

6.19 

66.00 

8.6 

550 

1.3 

USAir  Group 

9V4 

2007 

1,160.00 

7.97 

29 

0.41 

7.56 

36.36 

10.0 

670 

1.2 

Viacom  International 

9Va 

2007 

1,150.00 

8.04 

32% 

1.29 

6.76 

29.76 

18.4 

720 

2.3 

Western  Air  Lines 

5'/4 

1993 

650.00 

8.08 

4 

— 

8.08 

155.28 

4.6 

NM 

0.6 

Wyle  Labs 

5'/4 

1988 

1,060.00 

4.95 

14% 

2.17 

2.78 

68.68 

4.6 

630 

1.6 

Zurn  Industries 

5% 

1994 

892.50 

6.44 

24% 

5.33 

1.11 

35.09 

2.8 

590 

2.4 

NM:  not  meaningful. 

Sources.  Upper  Analytical  Sen 

ices;  Value  Line  Convertibles;  Forbes 
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WHO'S  GOING  TO  PAYOFF 
OUR  NATIONAL  DEBT? 

Future  generations  may  be  in  for  a  rude  awakening.  They  might  have  to  pick 
up  the  tab  for  this  generation's  trillion  dollar  debt. 

Stories  like  this  are  complex.  That's  why  you  should  watch  The  MacNeil/Lehrer 
NewsHour  every  weeknight.  News  stories  get  the  time  they  deserve.  The  time  you 
deserve.  You  get  more  facts.  You  hear  different  sides.  Most  important,  you  get  the 
analysis  you  need  to  understand  the  issues  behind  the  stories. 

Major  funding  for  The  MacNeil/Lehrer  NewsHour  is  provided  by  AT&T,  the 
national  corporate  underwriter. 


The  MacNeil/Lehrer 

NEWSHOUR 

Weeknights  on  Public  TV 

Produced  by  WNET/13.  NY.  WETA,  Wash  ,  DC  .  and  MacNeil-Lehrer-Gannett  Prod  Funded  by  AT&T.  Public  Television  Stations,  and  CPB  ft  AT&T  1984 


AT&T 


A  B.A.T  Industries  Report 
Extracts  from  the  interim  results  for  the  six  months  to  30th  June  1984 

"I  foresee  a  strong  increase  in 

pre-tax  profit." 


PATRICK  SHEEHY,  Chairman 


I  am  very  pleased  to  report 
a  strong  performance  by  the 
Group  in  the  first  half  of  1984, 
continuing  the  pronounced 
improvement  that  began  in  the 
second  half  of  last  year. 

At  £5,955  million,  Group 
turnover  in  the  six  months  to 
June  was  10  per  cent  higher 
than  in  the  comparable  period 
of  1983.  Pre-tax  profit  was  45 
per  cent  higher  at  £505  million, 
and  attributable  profit 
increased  by  44  per  cent  to  £274  million. 

In  the  light  of  this  record  of  sound  underlying  growth 
assisted  to  some  extent  by  exchange  rate  movements,  the  Board 
has  declared  an  interim  dividend  of  4-05  pence  per  share,  an 
increase  of  20  per  cent  on  last  year's  figure. 

The  substantial  improvement  in  tobacco  profit  reflects  a  sharp 
recovery  from  the  problems  that  affected  our  business  in  the  first  half 
of  1983,  and  the  total  number  of  cigarettes  sold  by  the  Group  and  its 
Associates  showed  a  small  increase.  Brown  &  Williamson's  trading 
profit  rose  by  62  per  cent  in  dollar  terms  as  a  result  of  price  increases 
and  improved  productivity,  while  its  market  share  showed  signs  of 
stabilising.  After  eighteen  months  of  disruption  the  West  German 
market  continued  its  encouraging  return  to  more  profitable  trading 
and  our  company  increased  its  market  share.  Brazil  was  affected  by 
difficult  economic  conditions,  but  Souza  Cruz  maintained  its  market 
share  and,  as  a  result  of  buoyant  leaf  exports,  improved  its  profits. 
Venezuela  and  the  Far  East  made  important  contributions  to  the 
overall  improvement. 

Retailing  in  the  USA  showed  an  encouraging  increase  in 
turnover  but  it  is  disappointing  that  this  did  not  flow  through  into 
profits.  There  was  some  overstocking  throughout  the  industry  and 
margins  were  generally  reduced  to  clear  excessive  inventories.  UK 
retailing  showed  further  progress  in  both  Argos  and  International 
Stores.  Our  West  German  activities  have  been  expanded  by  the 
acquisition  in  August  of  a  controlling  interest  in  the  Horten  chain  of 
department  stores. 

Paper  again  showed  excellent  results.  There  was  another 
sparkling  performance  from  Appleton.  This  will  be  reinforced  by  the 
more  recent  acquisition  of  a  large  paper  mill  in  Ohio.  Wiggins  Teape 
made  a  further  strong  advance  in  the  UK  although  its  margins  here 
and  in  continental  Europe  came  under  pressure. 

These  are  the  first  results  to  be  reported  since  we  acquired  Eagle 
Star,  to  establish  financial  services  as  our  fourth  major  business 
area.  Both  life  and  general  business  premiums  increased  substantially, 
as  did  investment  income.  But  in  common  with  many  other  com 
panies  we  had  to  face  increases  in  claims,  and  the  overall  profit 
from  insurance  operations  was  down.  Grovewood 
Securities  turned  in  sharply  higher  profits  and  the 
Eagle  Star  Holdings  PLC  group  pre-tax  profit  for  the 
period  amountedto  £29  million. 

Mardon  Packaging  achieved  a  large  profit  increase 


GROUP  RESULTS 


Revenue: 

Commercial  activities 
Financial  services 


Half  year  to 

30.6.84 

£  millions41 


5,955 
519 


Half  year  to 

30.6.83 

£  millions* 


5,410 


Profit  before  taxation 

505 

348 

Attributable  to 
B.A.T  Industries 

274 

190 

Interim  dividend 

405p 

3-375p 

*£1  Sterling  =  US  $  (1984)  1-3030;  (1983)  1-4520. 

Home  improvements  and  cosmetics  faced  specific  problems  and  did 
less  well. 

There  was  once  again  a  splendid  performance  by  our  associated 
companies,  notably  Imasco. 

-PROSPECTS— 


I  told  the  Annual  General  Meeting  in  May  that  I  expected  our 
four  main  businesses  to  contribute  to  another  record  year  for  the 
Group.  These  first-half  results  support  my  confidence. 

The  tobacco  business  should  produce  results  well  ahead  of  last 
year's,  although  without  the  marked  second-half  improvement  that 
was  seen  in  1983. 

The  highly  seasonal  nature  of  retailing  makes  firm  predictions 
unwise  in  advance  of  the  important  final  quarter.  However,  I  expect 
strong  US  consumer  spending  to  continue  and  to  be  reflected  in  our 
second  half  performance. 

Paper  will  also  be  an  important  contributor  to  the  increase  in  total 
trading  profit  as  further  good  progress  is  made  in  the  USA  and  UK. 

Earnings  of  Eagle  Star  Holdings  should  be  substantially  higher 
than  in  the  first  half  of  1984. 

I  must  point  out  that  the  large  disparity  in  Group  performance 
between  the  first  and  second  halves  of  1983  will  not  be  repeated  this 
year,  when  I  expect  the  difference  between  the  two  periods  to 
be  less  pronounced. 

Provided  there  are  no  major  adverse  exchange 
rate  movements  between  now  and  the  year-end,  I 
foresee  a  strong  increase  for  the  year  in  pre-tax  profit 
to  the  benefit  of  shareholders'  dividends. 


BAT  INDUSTRIES 

Copies  of  the  full  report  nf  B.A.T  Industries  p.l.c.  London,  are  available  from  BATUS.  445  Park  Avenue,  15th  Floor,  New  York,  NY  10022. 


Capital  Markets 


Why  is  the  yield  curve  flat?  Because  the 
economic  indicators  are  doing  one 
thing,  and  the  Fed  another. 

THE  BETTER 
SPREADS 


MONEY  &  INVESTMENTS 


By  Ben  Weberman 


Interest  rates  show  not  only  the  re- 
turn you  can  get  on  your  invest- 
ments but  also  the  mood  of  the  mar- 
ket. When  rates  are  high,  the  mar- 
ket sees  economic  problems;  when 
they  go  down,  investors  are  more 
confident. 

The  spread  between  rates  can  also 
be  informative — sometimes  more 
than  the  rates  themselves.  Take  the 
spread  between  3-month  Treasury 
bills  and  30-year  Treasury  bonds. 
It's  around  1.7%  as  this  is  written, 
about  the  narrowest  it  has  been  in 
the  past  12  months.  In  other  words, 
the  yield  curve  is  essentially  flat, 
providing  barely  more  return  at  the 
long  end  than  at  the  short  end. 

What  does  it  mean?  For  one,  the 
market  appears  to  be  looking 
toward  a  sustainable  recovery  and  a 
lower  inflation  rate,  according  to 
Kenneth  T.  Mayland,  vice  president 
and  chief  economist  of  First  Penn- 
sylvania Corp.  Also,  the  evidence  of 
wage  stability  and  increased  pro- 
ductivity continues  to  come  in. 

Mayland  notes  that  the  spread  be- 
tween T  bills  and  T  bonds  was  sta- 
ble in  the  first  few  months  of  the 
year,  even  though  interest  rates 
were  rising.  That  is,  the  short  end 
and  the  long  end  rose  in  unison.  But 
beginning  in  late  April,  the  spread 
expanded  dramatically.  Then,  in 
July,    it    started    contracting   even 

Ben  Weberman  is  economics  editor  of 
Forbes  magazine. 


more  dramatically.  "Not  in  recent 
memory  has  such  a  shift  in  spreads 
occurred  under  these  circum- 
stances," Mayland  says. 

While  the  optimism  of  the  mar- 
ket is  bringing  down  long-term 
rates,  the  Federal  Reserve  has  con- 
tinued its  policy  of  restraint  and 
tight  credit  to  kill  inflation  for  good. 
The  result:  Short-term  yields  have 
risen  under  the  pressure  of  Fed  poli- 
cy, at  the  same  time  as  long-term 
yields  are  coming  down  because  of 
encouraging  fundamentals. 

To  be  sure,  Mayland  points  out, 
investors  have  more  concern  over 
the  future  of  the  economy  than  they 
did  last  year.  That's  indicated  in 
another  spread — the  difference  be- 
tween the  yields  of  highest-quality 
and  lower-quality  long-term  corpo- 
rate bonds.  "That  spread  indicates 
the  stress  being  suffered  by  the 
economy,"  Mayland  says.  In  gener- 
al, it  widens  when  that  stress  is 
perceived  as  affecting  corporate 
earnings  prospects. 

This  spread  has  recently  hovered 
around  1 70  basis  points,  up  consid- 
erably from  the  113  basis  points  in 
August  1983.  Even  so,  concerns  for 
the  economy  would  have  to  intensi- 
fy greatly  to  be  compared  to  the 
dark  recession  days  of  1982,  when 
the  spread  by  quality  was  a  fantastic 
269  basis  points. 

For  those  with  enough  capital  to 
take  a  chance — which  means,  of 
course,  a  diversified  portfolio — the 
lower-grade,  high-yielding  corpo- 
rate bonds  offer  an  interesting  spec- 
ulation on  yields'  dropping  further. 
Jeffrey  Hill,  senior  vice  president  in 
charge  of  the  high-yield-bond  de- 
partment at  Shearson,  suggests 
American  Financial  13 'As,  due  in 
2004.  These  bonds  have  no  rating 
and  are  currently  priced  at  91,  to 
yield  14.92%  to  maturity.  He  also 
suggests    a    unique    offering    from 


Harte-Hanks:  a  zero-coupon  bond 
that  changes  in  1990  into  a  16% 
debenture  due  in  2004.  The  offering 
is  rated  B2,  and  at  a  price  of  42, 
yields  nearly  17%  on  a  discounted 
cash  flow  basis. 

The  flattening  of  the  yield  curve 
also  says  something  about  the  atti- 
tudes of  business.  It  means  corpora- 
tions don't  want  to  fund  their  debt 
with  more  permanent  long-maturi- 
ty bonds  that  lock  in  high  interest 
rates.  Instead,  corporate  treasurers 
are  using  short-term  bank  debt, 
commercial  paper  and  acceptances. 
Result:  The  supply  of  long-term 
bonds  is  held  down,  reducing  yields, 
while  the  supply — and  yields — of 
short-term  debt  are  increased. 

One  final  note.  Mayland  points 
out  that  a  standard  yield  curve  in- 
terpretation says  that  a  rising  curve 
between  nearby  maturities  fore- 
casts higher  yields  for  the  shorter 
maturity.  The  steeper  the  slope,  the 
faster  the  expected  rise.  With  three- 
month  bills  barely  below  six-month 
bills,  investors  are  showing  they  ex- 
pect stability  or  a  modest  increase 
in  short-term  yields. 

I  think  they're  wrong.  In  fact, 
yields  will  not  rise,  but  will  continue 
to  fall,  interrupted  by  brief  correc- 
tions like  the  one  that  occurred  in 
late  September.  Only  at  such  times 
as  that  should  investors  make  pur- 
chases. Otherwise,  keep  your  funds 
in  money  instruments.  When  a  bill 
returns  10.65%  and  a  bond  yields 
12.35%,  the  interest  rate  penalty  is 
not  enough  to  worry  about.  Right 
now,  I  wouldn't  invest  in  long-term 
Treasurys  at  any  yield  lower  than 
12.5%.  The  last  time  I  gave  general 
advice  on  this  subject,  long-term 
yields  were  closer  to  13.5%;  it  will 
be  a  long  time  before  those  generous 
rates  of  return  come  again. 

Back  in  February  I  predicted  that 
30-year  Treasury  bonds  would  yield 
around  9%  by  the  end  of  1984.  That 
hardly  seems  likely  now.  But  since 
leading  prognosticators  at  the  time 
were  predicting  rates  of  15%  and  up 
by  the  end  of  this  year,  I  will  con- 
sider that  forecast  a  moral  victory  if 
we  see  10%  to  11%  rates  before 
1985.  I  think  we  will.  The  underly- 
ing economic  forces  of  cooler  infla- 
tion and  slower  real  growth  suggest 
even  lower  yields.  Only  the  reluc- 
tance of  those  same  bearish  seers 
holds  back  expectations  and  mar- 
ket movement.  ■ 
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By  Susan  Lee 


The  Big  Portfolios 


Global  money  runners  are  waiting  on 
another  U.S.  rally.  Meanwhile,  they  re 
tidying  their  portfolios. 

WAITING  FOR 
GODOT 


make  strong  showings  next  year. 

Take  Karl  Van  Horn  of  American 
Express  Asset  Management.  He 
points  to  the  stagnant  growth  that  is 
now  prompting  foreign  govern- 
ments to  switch  away  from  tight 
fiscal  policy.  For  Van  Horn,  the  Big 
Event  will  be  tax  cutting.  He  figures 
that  the  U.S.  economy  will  soften 
next  year  and,  with  world  econo- 
mies weak,  1985  could  be  the  year 
of  the  worldwide  tax  cut. 

Thus,  money  managers  are  bull- 
ish on  countries  that  have  room  to 
reverse  their  course  and  run  looser 
fiscal  policies  to  stimulate  their 
economies.  Most  of  those  countries, 
they  predict,  will  be  in  continental 
Europe. 

There  is,  for  example,  substantial 
agreement  about  Germany's  pros- 
pects, and  so  a  big  chunk  of  dribs  are 
going  there.  Geoffrey  Collier  at 
Vickers  da  Costa,  Henry  de  Vismes 
at  Kleinwort  Benson  International 
and  Ronald  Gould  at  Cigna  all  like 
PKJ,  a  communications  company. 

There  is  also  plenty  of  good  feel- 
ing about  the  U.K.  Racal,  an  elec- 
tronics firm,  is  favored  by  De 
Vismes,  and  by  Collier,  who  feels  it 
is  undervalued. 

Van  Horn  is  high  on  Switzerland, 
which  represents  his  biggest  over- 
weighted position  at  more  than  8% 
of  assets.  Switzerland  has,  he  says, 
the  best-managed  economy  in  the 
world,  "plenty  of  room  to  rev  up," 
stock  values  that  are  low  by  histori- 
cal standards.  It  is  the  next  best 
place  for  money  when  the  dollar 
slips.  Van  Horn  likes  Ciba-Geigy 
and  Swiss  Reinsurance. 

Gould,  too,  is  hot  for  Switzerland. 
He  has  been  upping  his  commit- 
ment, particularly  by  buying  Swiss 
bank  stocks  that  he  feels  are  looking 
good  with  their  low  developing-na- 
tion  exposure. 

But  go  beyond  continental  Eu- 
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"I'll  tell  you  what  strikes  me,"  says 
William  Holzer  of  the  Scudder  In- 
ternational Fund,  "money  managers 
are  more  uncertain  than  I've  ever 
seen  them."  So?  Isn't  uncertainty 
what  people  like  Holzer  are  paid  to 
deal  with?  Sure,  but  he  means  that 
the  uncertainty  this,  time  is  secular 
rather  than  merely  cyclical,  and 
therefore,  more  terrifying. 

Ten  years  ago  everybody  was 
talking  about  the  price  of  oil;  today, 
everybody  is  talking  about  the  price 
of  the  dollar.  This  dramatic  switch 
has  unhinged  global  managers,  the 
more  so  because  it  was  such  a  sur- 
prise. Further  uncertainty,  Holzer 
says,  is  being  created  by  the  coming 
Big  Event:  how  the  U.S.  will  handle 
its  budget  deficits. 

With  so  much  uncertainty  ahout, 
it  is  not  astonishing  that  interna- 
tional money  movers  are  not  mak- 
ing many  major  bets.  Gone  are  the 
days  of  Japan  fever  or  Pacific  Basin 
hots;  now  it's  more  like  a  dribble  for 
Denmark  and  a  drabble  for  Spain. 
Lacking  confidence  about  where  to 
concentrate,  the  managers  are  di- 
versifying their  assets. 

Uncertainty  has  not  translated 
into  anxiety — yet — and  so  the  mon- 
ey is  going  into  equities  rather  than 
into  cash.  In  fact,  many  money 
pushers  think  there's  a  good  chance 
that  the  international  markets  will 

Susan  Lee  is  a  senior  editor  of  Forbes 
magazine. 


rope,  and  the  consensus  fades. 
Consider  Japan.  Holzer  and  De 
Vismes  have  been  drawing  down 
their  positions  for  the  past  two 
years,  while  Gould  began  his  cut- 
back more  recently— they  think 
stock  prices  are  too  high.  Disagree- 
ing, Collier  thinks  that  Japan  is 
ready  for  a  major  run  because  cor- 
porate earnings  are  coming  in  high- 
er than  expected.  He  mentions  Ni- 
non Dempa  Kogyo,  an  electronics 
company,  as  a  cheap  stock,  and 
Matsushita  Electric  Industrial. 

Mexico  leaves  Collier,  Van  Horn 
and  Gould  cold,  but  excites  De 
Vismes.  He  is  especially  sold  on  Ce- 
mentos  Mexicanos  (Cemex),  Mexi- 
co's largest  cement  producer,  argu- 
ing that  the  company  is  well  posi- 
tioned because  of  good  growth  in 
the  construction  industry  and  be- 
cause "cement  doesn't  travel,"  so 
no  fear  of  import  competition. 

In  Israel,  Holzer  is  strong  for  Sci- 
tex,  a  small  company  traded  over- 
the-counter  that  makes  electronics 
hardware  for  color  printing.  In  Can- 
ada, he  likes  Spar  Aerospace  Ltd.,  a 
firm  that  just  signed  a  major  con- 
tract with  the  U.S.  military  to  make 
an  infrared  sensing  system.  And  in 
Hong  Kong,  Gould  likes  Evergo,  a 
manufacturer  of  ceiling  fans  and 
touch  telephones. 

But  that  the  international  money 
pushers  find  stocks  to  buy  doesn't 
lessen  the  overall  uncertainty  they 
feel.  At  the  moment,  the  global 
markets  are  treading  water,  waiting 
for  some  direction  from  the  U.S. 
stock  market,  interest  rates  and  the 
dollar. 

Few,  however,  are  willing  to  pre- 
dict the  course  of  the  dollar.  Quite 
understandable,  too,  since  most 
managers  have  been  sizzled  alive  by 
over  a  year's  worth  of  wrong  predic- 
tions. Collier,  braver  than  his  col- 
leagues, says  he  feels  that  the  dollar 
is  "close  to  weakening,"  the  blow 
coming  from  a  speedup  in  the  rate  of 
inflation. 

The  most  likely  near-term  event, 
say  the  money  runners,  is  that  a 
sustained  drop  in  U.S.  interest  rates 
will  send  the  U.S.  equity  markets 
flying — and  the  world  markets  will 
follow.  Net-net,  then,  don't  look  for 
a  jump  on  the  international  ex- 
changes without  a  crack  in  interest 
rates,  a  crack  strong  enough  and 
sustained  enough  that  the  U.S.  mar- 
ket will  find  it  believable.  ■ 
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Why  You  SHOULD  NOT  MISS  Value  Line's... 

1985  EARNINGS  ESTIMATES 
FOR  1700  LEADING  STOCKS 

!        ...  indicating  wide  year-to-year  gains  of  up  to  344% 
for  some  stocks  but  continuing  grief  for  others 


Value  Line's  new  1985  full-year  earnings  estimates  for  each  of 
1700  stocks  may  hold  some  startling  surprises.  Being  aware  of  the 
tumultuous  possibilities— both  good  and  bad— on  the  "far  side"  of 
the  recession  could  give  you  major  advantage. 

You  are  therefore  invited  to  receive  Value  Line's  latest  full-page 
Reports  on  each  of  these  1700  stocks,  immediately  setting  before 
you  .  . . 

•  1 985  estimated  earnings  and  dividends  per  share. 

•  1984  earnings  and  dividends  per  share,  actual  to  date  and  esti- 
mated for  rest  of  the  year. 

•  Actual  earnings  and  dividends  per  share,  year  by  year,  from 
1968  through  1983. 

•  Estimated  average  annual  earnings  and  dividends  per  share  in 
the  1987-89  period. 

No  other  source  we  know  of  gives  you  such  a  comprehensive  pic- 
ture of  stocks'  past  and  estimated  future  earnings.  Value  Line  is 
not  infallible,  but  we  do  not  have  over  46  years'  experience  making 
such  estimates  .  .  .  which  are  probably  the  most  plagiarized  in  the 
world. 

In  the  turbulence  of  the  recession,  estimating  future,  results  is 
even  trickier  than  usual.  Can  you  discern,  for  instance,  which  five 
of  the  stocks  below  we  estimate  will  show  lower  earnings  in  1985 
than  in  1984  .  .  .  which  five  "normal"  improvement .  .  .  and  which 
five  large  earnings  gains  ranging  from  76%  to  344%? 


CAN  YOU  TELL  THE  "COMERS" 

FROM  THE  "GONERS"? 

5  of  these  stocks,  Value  Line  estimates,  will  have  lower  earn- 
ings in  1985  than  in  1984  ...  5  others  "normal"  gains .  .  .  and 
the  remaining  5  big  earnings  jumps  ranging  from  76%  to 
344%. 


Butler  Mfc|. 
Cessna  Aircraft 
Chevron  Corp. 
Indiana  Gas  Co. 
Johnson  Products 
Mobil  Corp. 
Occidental  Petroleum 


Pulte  Home 
Singer  Co. 
Stanadyne,  Inc. 
Sun  Chemical 
Tesoro  Petroleum 
Transamerica  Rlty.  Inv. 
Vornado,  Inc. 


Western  Union  Corp. 


Now  is  the  time  to  check  every  stock  you  care  about  against  Value 
Line's  1985  earnings  estimates — which  are  presented  on  a 
quarterly  as  well  as  full-year  basis— to  see  which  stocks  may  do 
much  better,  or  worse,  than  most.  Since  the  1700  stocks  covered 
by  Value  Line  account  for  more  than  96%  of  total  dollar  trading  in 
U.S.  equity  markets,  most  of  your  holdings  are  probably  included. 

The  foregoing  earnings  data  and  estimates,  crucial  as  they  are, 
comprise  but  a  small  fraction  of  the  comprehensive  help  you  will 
systematically  receive  in  The  Value  Line  Investment  Survey. 


Updated  Every  Week 

Every  week,  Value  Line's  regular  Summary  ft  Index  presents  up- 
to-date  ratings  of  EACH  of  1700  stocks— relative  to  all  the 
others — as  follows: 


a)  Rank  for  Probable  Price  Performance  in  the  Next  12  Months- 
ranging  from  1  (Highest)  down  to  5  (Lowest). 

b)  Rank  for  Investment  Safety  (from  1  down  to  5). 

c)  Estimated  Yield  in  the  Next  12  Months. 

d)  Estimated  Appreciation  Potential  in  the  Next  3  to  5  Years- 
showing  the  future  "target"  price  range  of  the  stock. 

e)  Current  price,  P/E  ratio,  Beta;  also  latest  quarterly  earnings 
and  dividend  results  vs.  year-ago. 

Plus  Full-Page  Reports 

In  addition,  each  of  the  1700  stocks  is  the  subject  of  a  new  full- 
page  Report  at  least  once  every  three  months — including  22 
series  of  vital  financial  and  operating  statistics  going  back  15 
years  and  estimated  3  to  5  years  ahead.  (This  is  where  you'll  find 
the  earnings  data  and  estimates  we  discussed  earlier.)  About  130 
new  full-page  Reports  are  issued  each  week  .  .  .  1700  every  13 
weeks.  Moreover,  a  Supplementary  Report  is  issued  immediately 
on  a  stock  whenever  significant  interim  developments  so  require. 

Introductory  Offer 

You  can  receive  the  complete  Value  Line  Investment  Survey  (with 
30-day  money-back  guarantee)  for  the  next  10  weeks  for  only 
$37 — about  HALF  the  regular  rate — if  no  one  in  your  household 
has  subscribed  in  the  past  two  years.  And  you  automatically 
receive  this  bonus  i 

A  Subscriber's  Guide,  by  Arnold  Bernhard,  Value 
Line's  founder  and  research  chief.  This  guidebook 
reveals  methods  of  stock  evaluation  that  took  de- 
cades to  develop,  and  tells  exactly  how  to  use  the 
immense  wealth  of  precision-organized  data  in  The 
Value  Line  Investment  Survey. 

Special  Bonus  Offer 

Subscribe  to  The  Value  Line  Investment  Survey  for  a  full  one-year 
term  and  receive  as  an  additional  bonus  the  2000-page  Investors 
Reference  Service,  including  our  latest  full-page  reports  on  each  of 
1700  stocks  . . .  fully  indexed  for  your  immediate  reference. 

CALL  TOLL-FREE: 

If  you  have  Master  Card,  American  Express  or  Visa, 

phone  1-800-331-1750  (operator  13)  24  hrs.  7  days  a  week. 

THE  VALUE  LINE  INVESTMENT  SURVEY 

I  VALUE  LINE .  INC..     711  Third  Avenue.  New  York,  N.Y.  10017 

INTRODUCTORY  OFFER  Department: 316F22 

ID  Begin  my  10-week  trial  subscription  for  $37  to  The  Value  Line 
Survey  (limited  once  to  any  household  every  two  years)  and  send 
me  the  A  Subscriber's  Guide  booklet. 

ONE  YEAR  SUBSCRIPTION 
□  Begin  my  1-Year  (52  issues)  subscription  for  $365  and  send  me 

I      the  two  bonuses  listed  above.  There  are  no  restrictions  with  this  an- 
nual subscription.  . 
I                                         SPECIAL  EXTRA  BONUS 
I      A  pocket-size  CREDIT  CARD  LCD  CALCULATOR 

I      given  to  you  when  you  order  The  Value  Line  Invest- 
ment Survey  for  one  year. 

ID  My  payment  is  enclosed.  D  Please  charge  to:  □  American  Exp. 
Q  Master  Card  □  Visa    Expiration  Date 

I      Account  # 
This  subscription  is  tax-deductible  and  non-assignable. 
(N.Y.  residents  add  sales  tax.)  Allow  4  to  6  weeks  for  delivery. 
Foreign  rates  upon  request. 

Signature  

■      Name 
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By  Ann  C.  Brown 


Stock  Trends 


/  have  a  list  of  over  1 00  stocks  that  should 
benefit  from  a  weaker  dollar.  If  that  time 
has  come,  here  are  some  that  could  be 
overlooked  in  the  rush  to  the  obvious. 

BOO?  POOH! 


hungry,  low-cost  competitors.  And 
unless  there  are  some  unexpected 
glitches,  both  the  autoworkers  and 
coal  miners  will  sign  relatively  non- 
inflationary  contracts,  suggesting 
that  they  finally  realize  that  their 
big  problem  is  no  longer  labor  ver- 
sus management  but  American  la- 
bor versus  international  labor. 

Among  the  first  to  act  on  the 
slowing  of  the  economy  were  the 
foreign  bankers  and  currency  trad- 
ers—many of  whom  hopped  off  the 
dollar  and  into  other  monies,  sens- 
ing that  a  decline  in  U.S.  interest 
rates  was  imminent.  The  dollar  has 
been  overvalued  for  months  and, 
while  this  initial  dumping  of  stocks 
and  bonds  (particularly  bonds)  could 
result  in  iower  prices  and  higher 
yields,  the  reaction  should  be  short- 
lived and  largely  self-correcting. 
The  magnitude  -of  the  economic 
slowdown  will  continue  to  exert 
downward  pressure  on  interest  rates 
long  after  the  hot  money  has  flown 
to  other  shores. 

Other  good  news:  Inflation  is  still 
on  its  leave  of  absence,  with  the 
government  continuing  to  report 
low,  low  monthly  increases  in  the 
Producer  Price  Index.  And  while  the 
August  one-half-of-1%  rise  in  the 
Consumer  Price  Index  was  the  ug- 
liest since  spring,  the  reasons  be- 
hind the  rise  are  mostly  nonrecur- 
ring. The  September  reading  should 
be  back  to  normal,  barring  any  in- 
creasing unpleasantness  in  the  Flor- 
ida citrus  groves.  Unemployment, 
too,  is  hanging  in  at  around  7.5%, 
which,  as  far  as  I'm  concerned, 
should  be  considered  the  full  em- 
ployment level. 

Finally,  there's  the  action  in  the 
stock  market.  The  domestic  securi- 
ty analysts  were  nearly  as  quick  to 
react  as  was  the  foreign  currency 
crowd.  At  the  first  sign  of  modera- 
tion in  the  growth  of  the  economy, 
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It's  another  Halloween  market. 
How  better  to  describe  the  weird 
goings-on  in  the  averages.  Inves- 
tors— particularly  the  institu- 
tions— seem  spooked  by  all  the 
recent  good  economic  news. 
They're  afraid  it  won't  last.  Since 
many  people  have  never  lived 
through  a  lengthy  expansion,  their 
apprehension  is  understandable,  if 
unwarranted.  But  make  no  mistake, 
the  basic  direction  of  this  stock 
market  is  up — with  a  capital  "You 
better  believe  it!"  So  don't  let  a  few 
shaken  strategists  or  pumpkin- 
headed  pundits  scare  you  out  of 
your  stocks. 

Everything — and  I  mean  every- 
thing— is  falling  into  place.  Take 
the  long-awaited  economic  slow- 
down, for  example.  The  torrid  GNP 
growth  rate  of  the  past  year  and  a 
half  is  now  officially  estimated  to  be 
3.6%  for  the  quarter  just  ended  and 
unofficially  guesstimated  at  around 
2.9%  to  3.2%  for  the  quarter  at 
hand.  At  these  rates,  the  recovery 
should  be  able  to  sustain  a  reces- 
sionless  roll  right  through  next  year 
and  well  into  1986.  The  continuing 
strength  in  capital  spending  for 
plant  modernization  and  process 
improvement  will  lend  a  helping 
hand,  as  U.S.  business  strives  to  im- 
prove efficiency  in  a  world  full  of 
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equity  advisory  and  portfolio  management 
firm  of  AC  Brown  &  Associates. 


out  came  cuts  on  almost  every  earn- 
ings estimate  in  sight.  As  the  latest- 
quarter  earnings  become  public  over 
the  next  several  weeks,  look  for 
some  of  these  knee-jerk  reductions 
to  be  rescinded  and  estimates  in- 
creased. Watch  stock  prices  gain 
back  all  that  they  lost,  and  then 
some.  One  more  thing.  Don't  forget 
the  record  short  interest.  It's  always 
comforting  to  know  that  there  are  a 
couple  of  hundred  million  shares  out 
there  just  waiting  to  be  bought  back. 
For  over  two  years  I  have  kept  a 
list  of  over  100  stocks  that  stand  to 
benefit  from  a  weaker  dollar.  As- 
suming that  that  time  has  finally 
come,  here  are  several  situations 
that  could  be  overlooked  in  the  rush 
to  the  obvious — Eastman  Kodak. 
Dow  Chemical.  Gillette,  IBM  and 
almost  all  the  big  drug  companies. 
AMP.  Inc.  (321  is  worth  considering. 


Somewhere  around  42%  to  48%  of 
the  company's  sales  and  earnings 
come  from  outside  this  country. 
Translated  into  dollars  and  cents 
this  means  that  AMP  could  earn 
$2.70  per  share  in  1985,  up  from  an 
estimated  S2.15  to  ft1).  9.n  fnr  this 
year.  Since  AMP  has  heen  filing  at 
17  times  earnings  fnr  the  past  fpw 


years,  the  stock  cnuld  sell  at  he- 
tween  40  and  50  over  the  next  vear# 

While  only  about  one-third  of  the 
sales  of  nomas  &  Betts  (32)  come 
from  overseas  operations,  the  strong 
dollar  has  been  a  drag  on  earnings, 
although  you  would  never  know  it 
to  look  at  them.  Last  year  the  com- 
pany earned  $1.74  per  share,  with 
$2.70  estimated  for  1984.  Next  year 
optimists  are  predicting  $3.40  per 
share,  which  clearly  recognizes  an 
increased  contribution  to  earnings 
from  abroad.  Using  the  recent  his- 
torical average  multiple  of  14  to  18, 
the  stock  has  the  potential  of  in- 
creasing 40%  or  more  in  price. 

Interpublic  Group  (34)  has  split 
twice  since  I  recommended  it  (Jan. 
23,  1978)  at  an  adjusted  price  of  $5 
per  share.  This  big  ad  agency  gets 
almost  60%  •  of  its  income  from 
worldwide  operations,  and  its  al- 
ready good  business  will  be  even 
better  if  the  dollar  declines.  Agency 
profits  are  difficult  to  estimate  be- 
cause of  the  unpredictability  of  cli- 
ents, but  next  year  Interpublic 
could  earn  $3.60  per  share,  up  from 
an  estimated  $3.15  per  share  for 
1984.  Assuming  a  P/E  of  12,  it  could 
sell  in  the  mid-  to  low  40s.  ■ 
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"Of  course  I'm  sure,  I  read  it  in  business  Week!' 


fPZw„**»/ 


In  an  era  of  rapid  and  relentless  change  no  asset  is  more 
precious  than  a  reliable  source  of  timely  information. 

That's  why  Business  Week  is  regarded  so  highly  and  read 
so  thoroughly  by  top  management  all  over  the  world. 

Business  Week  has  more  full-time  editors  than  any  other 
business  magazine. 

Each  specializing  in  an  area  of  knowledge.  National  and 
International  Money  Management.  The  Economy.  Energy. 
Transportation.  Labor.  Law.  Wall  Street.  And  more. 

Business  Week  not  only  reports  the  facts.  It  also  gives  a 
comprehensive  analysis  of  their  meaning. 

Providing  insights,  evaluating  indicators,  and  spotting 
trends  in  every  aspect  of  business  planning  and  thinking. 

An  environment  like  this  lends  a  sense  of  importance  and 
credibility  to  your  product,  service,  or  corporate  advertising. 

Because  people  don't  just  read  Business  Week. 

They  believe  in  it. 

BusinessWeek 

THE  VOICE  OF  AUTHORITY 


mmi 


By  Stanley  W.  Angrist 


Commodities 


Personal  computers  are  great  for  grind- 
ing out  laborious  calculations,  so  why 
not  let  them  help  you  trade  commodities? 

PROGRAMMED 
PROFITS 


This  group  sells  and  endorses 
nothing.  Instead,  it  offers  a  biweek- 
ly newsletter  that  serves  as  a 
clearinghouse  for  members.  Individ- 
ual traders  share  their  experience 
with  different  systems,  brokers  and 
the  like.  So,  by  subscribing  to  Club 
3000  and  the  Commodity  Traders 
Consumer  Report  (see  this  column, 
Nov.  21,  1983),  someone  who  is 
shopping  for  a  trading  system  can 
get  advice  from  independent 
sources. 

Keep  in  mind  also  that  I  am  not 
endorsing  any  of  the  software  re- 
viewed here.  I  have  tried  simply  to 
cover  several  different  types  of  trad- 
ing products,  and  the  ones  I  men- 
tion are  only  a  tiny  fraction  of  what 
is  currently  available. 

Commodity  trading  software  is 
really  a  cottage  industry  today.  One 
of  its  best  features  is  the  fact  that 
vendors  of  the  programs  described 
here  are  all  willing  to  provide  tele- 
phone assistance  to  help  you  learn 
to  use  their  systems.  This  can  be 
quite  reassuring,  especially  to 
someone  who  does  not  feel  at  home 
with  a  computer. 

Swing  Trader  ($1,440  from  Pardo 
Corp.;  312-866-9342),  is  an  easy-to- 
use  package  with  considerable  flexi- 
bility. It  offers  five  different  entry 
rules,  eight  different  exit  rules  and 
four  other  parameters.  By  choosing 
among  these  variables,  a  trader  can 
decide  what  kind  of  information  he 
wants  to  feed  into  the  program.  But 
there  is  one  big  problem.  The  docu- 
mentation explains  rules  and  pa- 
rameters and  little  more.  So  a  trader 
never  really  knows  how  the  pro- 
gram is  using  his  data  to  develop  a 
particular  recommendation.  You 
might  call  Swing  Trader  a  gray-box 
system. 

On  the  plus  side,  Swing  Trader 
includes  comprehensive  data  man- 
agement capability,  which  allows 


As  I  promised  last  issue,  this  col- 
umn reviews  commodity-trading 
software  that  runs  on  personal  com- 
puters. There  are  lots  of  products  in 
this  hot  market,  but  don't  expect 
any  of  them  to  make  you  rich.  On 
the  other  hand,  trading  with  a  com- 
puter may  make  your  trading  more 
disciplined. 

Discipline,  of  course,  doesn't 
come  cheap.  These  products,  most 
of  which  run  on  either  an  Apple  II  or 
an  IBM  PC,  cost  up  to  $2,000.  You 
will  also  need  trading  data.  Unless 
you  want  to  feed  in  numbers  by 
hand,  that  means  either  getting 
floppy  disks  through  the  mail  or  on- 
line information  over  the  tele- 
phone. Prices  vary,  depending  on 
how  much  you  buy,  but  figure  on 
spending  about  $40  a  month  for  ba- 
sic coverage  of  ten  markets.  A  well- 
known  supplier  is  Commodity  Sys- 
tems, Inc.  (800-327-0175). 

Most  people  who  have  adapted  a 
trading  technique  for  personal  com- 
puters claim  that  their  product  is 
remarkably  profitable.  Without  us- 
ing each  package  for  at  least  a  year, 
no  one  can  verify  those  boasts.  But  I 
offer  at  least  a  partial  solution  to 
this  dilemma.  For  $30  a  year,  it  is 
possible  to  join  an  organization 
called  Club  3000  (4550  North  38th 
Street,  Augusta,  Mich.  49012). 

Stanley  W.  Angrist  is  a  commodity  specula- 
tor, consultant  and  longtime  observer  of  the 
commodity  markets. 


for  manual  data  entry.  Using  a  data- 
base, either  his  own  or  one  that  he 
purchases  from  CSI,  a  trader  can  ask 
the  program  to  evaluate  combina- 
tions of  entry  and  exit  rules  and  the 
other  adjustable  parameters  that  he 
thinks  might  work.  After  that,  he 
can  simply  turn  on  his  computer 
and  let  it  grind  away  on  these  var- 
ious combinations,  printing  out  the 
most  attractive  results  as  it  com- 
pletes each  run.  The  system  will 
then  generate  daily  recommenda- 
tions based  on  the  optimized 
parameters. 

ProfitTaker  and  ProfitAnalvst  (be- 
tween $795  and  $1,995  from  Invest- 
ment Growth  Corp.;  813-870-0659) 
amount  to  a  full-blown  trading  sys- 
tem, fairly  well  explained.  Instead 
of  offering  flexibility,  this  program 
sets  up  trades  based  on  relation- 
ships among  three  moving  averages. 
The  software  also  includes  a  sensi- 
tivity adjustment  that  allows  a  user 
to  vary  the  level  of  risk  he  wants  to 
assume.  ProfitTaker  is  the  trading 
section  of  the  program,  while  Profit- 
Attalyst  is  the  historical  testing 
section.  This  package  is  available 
for  both  the  Apple  and  the  IBM, 
with  the  latter  version  somewhat 
more  expensive  and  quite  a  bit  more 
powerful.  If  you  don't  want  to  do 
your  own  historical  optimizing,  for 
a  nominal  fee  the  company  will 
make  available  quarterly  optimized 
parameters. 

Com/Stat  III  ($750  from  Com/Stat 
Systems;  818-441-0761)  is  a  short- 
term  system  that  is  always  in  the 
market  and  operates  much  like  a 
day-trader.  That  makes  it  very  dif- 
ferent from  Swing  Trader  and  Pro- 
fitTaker, which  try  to  find  optimum 
trading  conditions  and  frequently 
keep  their  users  on  the  sidelines. 

The  Com/Stat  software  is  based 
on  the  principle  of  reaction-trend 
trading.  The  idea  is  to  isolate  a  ma- 
jor trend  and  to  take  advantage  of 
short-term  corrections.  The  pro- 
gram tries  to  recognize  the  patterns 
necessary  to  accomplish  this.  Its  au- 
thor also  admits  that  his  system 
could  be  used  without  a  computer — 
if  anyone  were  willing  to  do  the 
necessary  calculations. 

The  instruction  manuals  that 
come  with  these  programs  range 
from  20  pages  for  Com/Stat  III  to 
more  than  150  page  for  ProfitTaker. 
Some  material,  especially  Profit- 
Taker's,  is  quite  good.  But  most  of 
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this  documentation  obviously  was 
written  by  programmers- — always  a 
bad  sign. 

Ray  Green  of  Technicom,  Inc. 
(305-523-5394)  took  a  different  tack. 
He  has  written  20  different  trading 
programs,  none  of  which  comes 
with  more  than  one  page  of  general 
guidance.  Everything  you  need  to 
know  is  on  a  program  disk.  "Any- 
body can  write  a  documentation 
manual,"  he  says.  "But  a  really  good 
programmer  should  be  able  to  write 
a  program  that  simply  guides  the 
user  from  the  screen,  telling  him 
what  he  needs  to  know  and  do  as  he 
goes  along." 

Instead  of  presenting  his  own 
trading  strategy,  Green  has  opted  to 
repackage  some  of  the  classic  trad- 
ing software  of  the  recent  past. 
Since  his  products  eliminate  the 
need  to  read  manuals  and  often  offer 
extra  features,  such  as  historical 
simulations,  you  can  start  using 
them  almost  immediately.  I  looked 
at  a  day-trading  program,  for  exam- 
ple, and  one  of  Larry  Williams'  well- 
known  programs,  Profit  Catcher  II — 
both  of  which  benefited  from 
Green's  magic. 

These  products  were  extremely 
well  thought  out  and  easy  to  use.  By 
that  I  mean  you  can  insert  one  of 
Green's  program  disks,  turn  on  your 
machine  and  start  historical  analy- 
sis or  get  trading  recommendations 
for  the  next  day  without  any  further 
effort.  Green  prices  his  programs 
from  $200  to  $700,  which  makes 
them  a  best  buy  in  terms  of  trading 
software. 

It  seems  the  Russians  are  likely  to 
be  interested  in  buying  more  wheat 
from  us,  and  the  Chinese  likely  to  be 
unable  to  handle  all  the  wheat  they 
have  contracted  for.  That  means  long 
Kansas  City/short  Chicago  wheat 
spread  (March  contracts)  has  appeal, 
with  K.C.  at  no  more  than  18  cents 
premium  to  Chicago. 

The  position  offers  promise  be- 
cause the  Russians  prefer  the  hard 
winter  wheat  traded  at  K.C,  while 
the  Chinese  like  the  soft  winter  va- 
riety, which  is  traded  in  Chicago.  I 
would  risk  no  more  than  5  cents 
($250  per  spread)  from  my  entry 
point,  while  looking  for  a  12-cent 
profit  ($600  per  spread).  The  margin 
on  the  spread  is  $300,  while  a  dis- 
count broker  would  charge  about 
$40  round-turn  on  the  spread.  ■ 
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High  yields,  tax  free. 


The  T.  Rowe  Price  Tax-Exempt  Money  Fund 

This  Fund  lets  you  keep  all  of  your  money  market  earnings,  instead  of  shar- 
ing them  with  the  Federal  government.* 

And,  as  a  consistent  top  performer  among  all  comparable  money  funds,** 
the  higher  yields  of  our  Tax-Exempt  Money  Fund  can  put  you  even  further 
ahead.  You  also  get  daily  liquidity,  free  checkwriting,  and  free  exchange 
among  our  11  other  no-load  funds. 

For  the  Fund's  current  yield,  call  1-800-638-1016.  For  more  complete 
information,  call  toll  free:  1-800-638-5660. 

TRowefticejK 

Invest  With  Confidence  'VLflfik 

Please  send  me  a  free  information  kit  on  the  T.  Rowe  Price  Tax-Exempt  Money  Fund 
with  a  prospectus  with  more  complete  information,  including  management  fee  and 
other  charges  and  expenses.  I  will  read  it  carefully  before  I  invest. 
Also  send  me  a  free  information  kit  for:  □  IRA    □  Keogh 


Name 


Address 


City 


State 


Zip 


T285 


T.  Rowe  Price,  100  East  Pratt  St.,  Baltimore,  MD  21202 

■  Income  may  be  subject  to  state  and  local  taxes. 

'  According  to  the  September  24,  1984  Donoghue's  Money  Fund  Report  for  the  12  months  ending  August  3 1, 
T.  Rowe  Price  Investment  Services,  Inc.,  Distributor. 


Tax-free  money  fund:  call  toll  free  1-800-638-5660. 
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Is  your  business 
suffering  from 

HIGH  BLOOD 
PRESSURE? 

High  blood  pressure  can  make 
your  business  suffer ...  in  lost 
productivity  and  profits. 

Almost  1  /3  of  all  workers  in 
this  country  have  high  blood 
pressure.  About  29  million 
workdays,  representing  $2 
billion  in  earnings,  are  lost  each 
year  because  of  high  blood 
pressure  related  diseases,  such 
as  heart  attack  and  stroke. 

You  can  help  save  lives  and 
your  company's  money  with  a 
High  Blood  Pressure  Control 
Program  in  your  company. 

Look,  you  pay  for  their  Christ- 
mas party,  their  vacations,  their 
bonuses .  .  .  how  about  their  life 
expectancy?  You'll  find  a  pro- 
gram like  this  is  far  better  for 
your  people  and  your  profits. 

To  find  out  more,  write  to:  Work 
Place  Coordinator,  National 
High  Blood  Pressure  Education 
Program,  120/80  National 
Institutes  of  Health,  Bethesda, 
MD  20205 

High  Blood  Pressure  Control  Programs 

BETTER  FOR  BUSINESS 


A 


The  National  High  Blood  Pressure  Education  Program 
The  National  Heart,  Lung,  and  Blood  Institute,      • 
National  Institutes  of  Health,  Public  Health  Service, 
U  S,  Department  ot  Health  and  Human  Services 


"The  Perfect  X  in  Elegant 
Italian  Dining." 

Pre-Theatre  &  ^fter  Theatre  •  Seven  Days 

DIEClX 

1568  First  Ave.  Bet  81st  &  82nd  628-6565 


Wo 

•  •• 

-,  N.Y  Times 


RISTORANTE 

ITALIANO 

LUNCH  &  DINNER 

Amer.  Express  & 

Diners  Club 

251  E. 53rd  Street 

(Bet  2nd&  3rd  Aves.) 

NYC.  753-8450-1 


By  David  Dreman 


The  Contrarian 


Be  careful  of  the  record  of  small  mutual 
funds — the  sleight  of  hand  will  often  get 
you  into  trouble. 

DARWIN  ON 
WALL  STREET 


They  can  be  among  the  Who's  Who 
of  the  mutual  fund  and  brokerage 
industry. 

The  scam  runs  like  this:  A  major 
fund  organization  (or  brokerage 
house)  starts  up  a  number  of  similar 
small,  closely  held  funds,  usually 
with  a  minimal  asset  base — a  mil- 
lion or  two  at  most.  This  is  a 
"hatchery"  for  funds,  with  many  of 
the  firms'  managers  running  one 
and  sometimes  more. 

The  funds  operate  for  several 
years.  Then  outstanding  performers 
will  be  brought  out  of  the  hatchery 
with  appropriate  fanfare  and  mar- 
keted to  the  public.  The  ones  that 
did  badly  will  sink  quietly  to  the 
bottom  and  be  dismantled — surviv- 
al of  the  fittest  in  the  true  Darwin- 
ian sense.  The  implication  is  that 
the  records  of  the  outstanding  per- 
formers are  the  record  of  the  man- 
agement company,  when,  in  fact, 
the  organization's  record  may  be 
mediocre  or  worse. 

Investors,  of  course,  see  only  the 
exciting  game  fish  that  are  released 
in  open  waters,  many  with  aston- 
ishing records.  The  better  the  per- 
formance, the  more  advertising  the 
fund  sponsor  pours  into  the  new 
entry  and  the  more  publicity  is  gen- 
erated in  the  press.  Inevitably,  most 
investors  get  in  near  the  top — just  in 
time  to  get  blasted  away.  Buying 
small-performance  funds  almost  in- 
evitably means  paying  full  price  for 
last  year's  fashion  just  before  the 
new  lines  are  shown. 

Here  are  some  ways  to  avoid  this 
shuffle.  The  first  is  not  to  buy  a  fund 
of  $50  million,  if  its  returns  have 
been  made  by  some  fast-track  meth- 
od. The  record  at  $50  million  never 
continues  for  long,  as  at  $500  mil- 
lion or  $1  billion — especially  if  a 
good  part  of  the  increase  has  come 
from  spectacular  gains  at  the  begin- 
ning, when  the  small  fund  had  only 


The  Chinese  water  torture  worked 
again.  Money  managers,  buried  in 
cash  when  the  market  rallied  125 
points  in  August,  waited  with  in- 
creasing anxiety  for  it  to  decline. 
After  all,  when  you  preach  superior 
performance,  you  can't  be  blindsid- 
ed  by  a  market  roaring  the  wrong 
way  at  express-train  speed.  The 
longer  the  market  stayed  up,  the 
greater  the  fear  that  the  train 
wouldn't  stop.  By  the  second  week 
of  September,  when  the  market  still 
held  its  ground — whammo! — the 
threshold  of  pain  was  too  great  and 
in  they  jumped. 

So  in  my  opinion  the  direction  of 
stocks  is  higher.  What  do  you  do  to 
catch  up?  First  of  all,  avoid  the 
small,  fast-track  funds.  Forbes' 
1984  Annual  Mutual  Fund  Survey 
(Aug.  27)  summed  it  up  well:  "A 
tiny  fund  scorches  the  track,  brings 
in  big  money  and  sends  late  inves- 
tors into  the  tank." 

There  are  important  reasons  for 
that.  The  first,  widely  unknown 
even  by  many  pros,  is  that  some 
records  are,  to  a  large  extent,  put 
together  with  mirrors.  Impossible 
in  this  day  of  strict  enforcement? 
Unfortunately,  it's  both  quite  possi- 
ble and  quite  legal.  The  culprits  also 
are  not  necessarily  fly-by-nighters. 

David  Dreman  is  managing  director  of 
Dreman  &  Embry,  Investment  Counsel,  New 
York,  and  author  of  The  New  Contrarian 
Investment  Strategy. 
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a  minute  part  of  its  present  assets 
under  management. 

Second,  go  beyond  the  record  it- 
self and  find  out  how  it  was 
achieved.  If  you  can't  see  what 
makes  the  fund  tick,  stay  away — 
it's  likely  to  explode. 

That,  of  course,  is  why  the  low- 
P/E  approach  works  so  well.  You 
don't  look  at  short-term  streaks  or 
worry  about  hatcheries;  the  strategy 
is  geared  to  undervalued  large  caps 
and  has  proven  successful  for  al- 
most five  decades.  The  added  bonus 
is  that  these  stocks  are  more  likely 
to  position  you  correctly  for  major 
upside  moves.  High-yielding,  finan- 
cially strong,  large  capitalization 
companies  normally  go  down  less 
than  the  market.  This  is  a  tremen- 
dous edge  in  declining  markets,  be- 
cause if  you  believe  markets  are 
cheap  and  your  losses  are  small,  it's 
far  less  painful  to  hold  firm.  The 
fast-track  players  whose  stocks 
have  fallen  sharply,  on  the  other 
hand,  will  tend  to  throw  in  the  tow- 
el at  precisely  the  wrong  time.  The 
Chinese  water  torture  again.  This  is 
exactly  why  so  many  pros,  hit  by 
large  losses,  ran  heavily  to  cash  just 
before  the  market  moved. 

For  investors  who  choose  win- 
ning over  excitement,  here  are  sev- 
eral stocks  to  look  at. 

CSX  (24)  is  a  major  railroad  formed 
by  the  merger  of  the  Chessie  and 
Seaboard  Coast  Line.  Strong  rail 
traffic  should  result  in  a  rise  in  earn- 
ings this  year  of  approximately 
50%,  with  another  good  gain  in 
1985.  The  stock  trades  at  a  P/E  of  8, 
yielding  4.3%. 

Manufacturers  Hanover  (31),  a  ma- 
jor holding  company,  trades  at  a  P/E 
of  4,  only  about  one-third  of  the 
market  multiple.  The  stock  yields 
10.2%  on  its  current  $3.16  divi- 
dend, which  has  been  increased 
each  year  over  the  past  decade. 

Unilei'er  (46),  a  giant  European- 
based  consumer  products  company, 
should  show  much  better  results 
this  year,  with  the  recovery  of  the 
Western  European  economy.  The 
stock  has  a  P/E  of  8  and  yields  4.5% . 

There  are  a  zillion  ways  to  lose 
money,  and  new  ones  come  up  ev- 
ery day.  It  is  ironic,  then,  that  the 
low-risk  ways  to  make  it  are  disre- 
garded more  often  than  not.  Inves- 
tors who  can  avoid  the  smaller- 
funds  syndrome  have  an  excellent 
chance  in  today's  market.  ■ 
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Announcing  the 
second  volume 
of  The  Forbes 
Scrapbook  of 
Thoughts  on 
the  Business 
of  Life. 


Here  is  the  long-awaited  second 
volume  of  over  3,500  jewels  of 
wisdom  and  inspiration  from 
the  "Thoughts  on  the  Business 
of  Life"  pages  of  Forbes  maga- 
zine. If  you  have  cherished  the 
original  volume  as  a  constant 
friend,  you  will  certainly  want 
Volume  2.  In  matching  binding. 
Price  $14.95. 


SPECIAL  OFFER! 

Two  volume  set 

in  blue  cloth  slipcase. 

You  receive  the  original  volume  of 
500  pages  and  the  new  volume  of 
500  pages  in  matching  gold  and 
blue  binding  plus  a  slipcase  covered 
in  blue  cloth  for  only  $24.95 
(Regular  price  per  volume  $14.95). 


Forbes 

□ 


DEPT.  T.,  60  FIFTH  AVE .,  NEW  YORK,  NY  10011 


Send  me  Volume  2  of 
The  Forbes  Scrapbook 
of  Thoughts  on  the 
Business  of  Life.  My 
check  for  $14.95  is 
enclosed. 


□ 


Send  me  the  boxed  set 
of  both  volumes.  My 
check  for  the  special 
price  of  $24.95  is 
enclosed. 


SHIP  TO 


PLEASE  PRINT 


ADDRESS _ 


CITY_ 


. STATE 


„ZIP_ 


□  Send  me  the  original  first  volume  only.  My  check  for  $14.95  is  enclosed. 

All  prices  include  postage  and  handling  charges. 
Please  add  appropriate  sales  tax  on  New  York  State  orders  and  other  states  where  applicable. 

263 


By  Thomas  P.  Murphy 


Venture  Capital 


Venture  capitalists  have  created  a  prob- 
lem for  themselves  that  just  may  leave  us 
with  the  best  breed  we  have  ever  had. 

THE  GREAT 
LEMMING  RACE 


tics,  visual  systems  and  monoclonal 
antibodies.  Why? 

"Hubris,"  said  David  Gold  when  I 
asked  him.  Gold,  of  San  Jose,  Calif., 
is  a  highly  respected  consultant  in 
computer  and  related  investments. 
He  adds:  "I  am  now  spending  over 
half  my  time  advising  venture  cap- 
italists on  what  to  do  with  troubled 
companies.  Part  of  the  problem,"  he 
continues,  "stems  from  inexperi- 
enced venture  capitalists."  Part  also 
stems,  Gold  believes,  from  "cogni- 
tive dissonance — you  don't  hear 
anything  that  you  don't  want  to 
hear." 

What  was  there  to  hear  in  early 
1982  and  1983  when  this  binge  of 
investing  was  going  on?  You  could 
hear  encouragement,  for  one  thing. 

As  Gold  points  out,  a  research 
firm  like  Silicon  Valley's  Creative 
Strategies  could  announce  that  the 
new  such-and-such  market  was  go- 
ing to  be  worth  $300  million  in  an- 
nual sales  by  1988.  The  venture  in- 
dustry was  off  to  the  races. 

Now,  take  another  look  at  the 
table.  It  wasn't  crazy  to  finance  5 
floppy-disk  companies  in  1978  or  1 
hard-disk  manufacturer.  In  fact,  you 
can  rationalize  everything  up  until 
1982.  Then  the  growth  starts  get- 
ting wacky.  How  can  you  justify  18 
new  hard-disk  companies  in  1983? 
In  my  opinion,  you  can't. 

But  there  is  more  here  than  hu- 
bris. Once  a  new  technology 
emerges,  there  is  a  legitimate  pro- 
cess of  differentiation  that  begins 
with  the  launching  of  company 
number  two.  No  entrepreneur  ever 
got  money  by  saying  to  venture  cap- 
italists that  he  was  going  to  do 
things  exactly  like  someone  else. 
Successful  existing  companies  be- 
come benchmarks.  The  proposals 
coming  from  entrepreneurs  show 
how  they  will  do  it  even  better. 
There  is  room,  say,  in  the  hard-disk 
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The  venture  capital  industry  has 
made  a  mess  for  itself  over  the  past 
couple  of  years.  In  a  mindless  spate 
of  me-too-ism,  venture  capitalists 
rushed  to  finance  too  many  compa- 
nies in  too  few  industries.  Now 
these  companies  that  they  backed 
are  maturing;  they  have  products  to 
sell,  and  they  are  killing  each  other 
in  the  marketplace. 

To  get  the  flavor  of  the  thing,  the 
table  below  (the  figures  are  from 
Capital  Publishing  Co.)  shows  ven- 
ture-backed companies  in  two  of 
those  now-overcrowded  industries, 
and  it  shows  when  the  companies 
got  their  venture  backing.  That 
turns  out  to  be  important. 


Floppy  disk 

Hard  disk 

1978 

5 

1 

1979 

4 

2 

1980 

7 

5  ' 

1981 

6 

12 

1982 

12 

18 

1983 

7 

17 

These  numbers,  remember,  are 
cumulative.  Fifty-five  hard-disk 
manufacturers?  We  need  so  many? 
And  this  includes  only  venture- 
backed  companies. 

How  could  it  happen?  What  dy- 
namic persuaded  some  very  sophis- 
ticated investors  to  overdo  it  so 
grossly?  And  not  only  in  floppy  and 
hard  disks,  but  in  microcomputers, 
CAD/CAM  and  software.  Add  robo- 


Thomas  P.  Murphy  heads  a  venture  capital 
firm,  Partnership  Dankist,  Stamford,  Conn. 


industry  for  the  high-priced,  high- 
density  storage  disk.  "The  trouble 
is,"  Stan  Pratt,  who  heads  Capital 
Publishing,  told  me,  "five  or  six 
companies  were  backed  to  make 
high-density  disks." 

I  would  guess  that  everyone 
thought  he  was  avoiding  head-to- 
head  competition.  Pratt  quotes  a  fa- 
miliar line  that  venture  capitalists 
use  when  they  are  selling  deals  to 
one  another:  "My  guy  says  he  is  the 
only  one  in  the  business." 

Nobody's  guy,  it  turns  out,  was. 
But  could  you  have  known  that  in 
1982  or  even  1983?  There,  I  think, 
lies  the  heart  of  the  problem. 

Venture  capitalists,  when  they 
are  making  their  investments,  have 
little  to  go  on.  There  are  very  few 
current  statistics  on  these  fast-mov- 
ing industries. 

Pratt's  firm,  in  fact,  gathers  most 
of  the  statistics  for  the  venture  in- 
dustry, and  some  venture  capital- 
ists, it  finds,  wait  for  months  before 
they  report  an  investment.  Things 
move  so  fast  today  that  an  orderly 
trend  can  turn  into  a  giddy  fad  be- 
fore the  numbers  come  together.  Be- 
yond that,  many  venture  capitalists 
do  not  seem  to  care.  They  just  don't 
bother  to  ask  how  many  competi- 
tors they  are  going  to  have. 

There  is  an  excuse.  The  venture 
industry  is  a  young  one.  It  never  had 
so  much  money.  In  the  past,  overdo- 
ing it  was  impossible.  Now,  as  we 
see,  it  has  become  possible.  What  is 
the  result? 

We  are  living  through  it  now.  It  is 
no  accident  that  the  stock  market 
value  of  young,  high- technology 
companies  is  off  around  50%  from 
its  high.  It  is  also  no  accident  that 
venture  capitalists  are  spending 
much  of  their  time  shoring  up  trou- 
bled companies. 

Money,  quite  a  lot  of  it,  is  being 
lost  and  the  industry's  reputation 
will  be  sullied.  What  emerges  will 
be  a  new  generation  of  seasoned  en- 
trepreneurs and  venture  capitalists 
who  have  had  the  Harvard  Business 
School,  MIT  and  Stanford  kicked 
out  of  them.  They  will  be  the  best 
we  have  ever  had. 

What  about  the  investors — the 
people  who  paid  the  tuition  for  this 
education?  They  won't  do  that  bad- 
ly in  the  long  run.  By  betting  on 
nearly  all  of  the  horses  in  the  race, 
venture  capitalists  will  end  up  with 
nearly  all  of  the  winners.  ■ 
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For  the  third  year,  the  Mutual  Radio  Network 
is  proud  to  present  another  dazzling  concert 
season  of  The  National  Symphony  Orchestra, 
sponsored  by  The  Kiplinger  Washington 
Editors  and  ROYALS  Mint  Chocolates, 
made  byM&M/Mars. 

Each  week  you'll  hear  the  rich  sounds  of 
The  National  Symphony  Orchestra  under 
the  direction  of  the  internationally  renowned 
conductor.  Mstislav  Rostropovich.  Most 
of  these  performances  will  be  coming 
to  you  live,  in  stereo,  from  The  Kennedy 
Center  for  the  Performing  Arts 
in  Washington,  D.C. 
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Mutual  Radio  is  your  season  ticket  to 

The  National  Symphony  Orchestra. 

Check  your  local  listings  for  the 

next  performance. 


Mutual  Radio  Network  /i\ 


By  Srully 

Blotnick 
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Psychology  &  Investing 


The  market  is  at  a  stage  in  which  earn- 
ings declines  are  being  penalized  more 
harshly  now  than  even  three  months  ago. 

DOWNWARD 
MOBILITY? 


limited  number  of  choice  positions. 

Two  main  consequences  fol- 
lowed, we  were  told.  First,  these 
younger  people  would  have  to  buy 
smaller  cars,  since  they  couldn't 
possibly  afford  large  ones.  Second, 
when  they  became  couples,  they 
would  be  forced  to  buy  smaller 
homes.  How  much  smaller?  The 
typical  answer  was  600  square  feet. 
"Forget  about  1,800-  and  2,200- 
square-foot  houses,"  one  knowl- 
edgeable investor  told  me  in  Janu- 
ary 1982.  "All  you'll  see  being  built 
from  now  on  are  1,200  to  1,600.  The 
great  American  dream  of  owning 
your  own  home  is  now  completely 
out  of  reach  for  first-time  buyers." 
Virtually  my  entire  sample  shared 
this  view  about  houses  and  cars  at 
the  time. 

Under  the  circumstances,  it  took 
real  courage  for  investors  to  buy  a 
building  stock  in  the  period  from 
January  1980  through  the  spring  of 
1982.  Armstrong  and  Jim  Walter, 
for  instance,  languished.  Needless 
to  say,  during  the  stock  market  rally 
that  began  in  August  1982,  home- 
building  issues  turned  out  to  be 
among  the  best  performers.  Inves- 
tors who  bought  such  stocks  did 
extremely  well. 

What  about  now?  The  pendulum 
has  swung  steadily,  and  with  sur- 
prising speed,  to  the  point  where,  as 
noted,  investors  have  even  forgot- 
ten the  views  they  held  so  strongly 
only  two  years  ago.  The  current 
mood  might  best  be  described  as 
one  of  cautious  optimism.  One  fact 
in  particular  is  having  a  major  im- 
pact on  investors — the  ability  of  the 
U.S.  economy  to  generate  jobs.  As 
one  of  my  sample  recently  re- 
marked: "If  someone  had  told  me  in 
1982  that  the  U.S.  economy  would 
create  more  than  6  million  jobs  in 
the  next  two  years,  I  would  have 
laughed  out  loud.  Yet,  that's  exactly 
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If  you  can  remember  what  the  mood 
in  Wall  Street  was  little  more  than 
two  years  ago,  congratulations. 
Most  of  the  investors  I  regularly  sur- 
vey can't.  Further  congratulations 
are  in  order  if  you  not  only  remem- 
ber the  market's  mood  in  early  1982 
but  also  chose  at  the  time  to  ignore 
it.  Resistance  to  the  conventional 
wisdom  of  the  moment  is  going  to 
serve  you  well  in  the  fall  of  1984. 

More  than  90%  of  the  investors  in 
my  sample  have  forgotten  that,  as 
1982  began,  the  stock  market  was 
brooding  about  "downward  mobil- 
ity," as  the  popular  phrase  had  it  at 
the  time.  It  was  the  idea  that  people 
would  have  to  lower  their  expecta- 
tions drastically  and  learn  how  to 
live  with  less.  Those  already  in  their 
40s,  50s  and  60s  had  been  able  to  do 
better  than  their  fathers  had,,  but 
those  still  in  their  20s  and  30s 
would  not  be  able  to  match  this 
standard.  Or  so  the  argument  ran. 
The  fact  that  76  million  children 
were  born  in  the  U.S.  between  1946 
and  1964 — the  largest  generation 
ever,  nearly  one-third  of  the  coun- 
try's population — would  ipso  facto 
cause  a  lifelong  problem.  Too  many 
people  in  this  immense  group 
would  be  competing  fiercely  for  a 

l)r  Srully  Blotnick  is  a  1 1  \ean  b  psychologist 

ami  author  of  The  Corporate  Steeple 
Predictable  Crises  in  a  Business  <  areer  and, 
just  published  by  Mi  < . 
Made  (Ridiculously)  Eas} 


what  it  has  done." 

The  recent  U.S.  performance  in 
job  creation  apparently  has  no  peer 
as  an  antidote  to  pessimism.  Inves- 
tors may  look  at  the  sales  and,  more 
important,  the  earnings  record  of 
individual  companies,  but  it's  now 
clear  from  my  interviews  that  their 
essentially  positive  or  negative  out- 
look at  any  given  time  depends  on 
how  well  they  believe  the  economy 
will  generate  productive  and  profit- 
able work  for  the  ever-expanding 
U.S. labor  force. 

For  most  veteran  investors,  of 
course,  the  key  question  now  is: 
Has  the  recent  optimism  already 
been  carried  too  far?  If  people  were 
too  pessimistic  in  the  spring  of  1982 
about  the  prospects  for  both  con- 
sumers and  workers,  how  close  are 
we  to  the  reverse?  The  answer  is: 
not  very.  Problems  connected  with 
the  nation's  budget  and  trade  defi- 
cits, as  well  as  problem  loans  to 
Mexico,  Argentina  and  Brazil,  are 
serving  to  keep  U.S.  investors  from 
becoming  excessively  optimistic. 

Three  important  implications  for 
investors  flow  from  this.  First,  the 
market  has  entered  a  stage  in  which 
earnings  declines  are  being  penal- 
ized more  harshly  now  than  they 
were  even  three  months  ago.  Two- 
point  to  six-point  losses  on  the  an- 
nouncement of  disappointing  earn- 
ings are  becoming  commonplace. 

Second,  stock  groups  have  be- 
come more  fragmented,  with  some 
high-tech  and  oil  issues  rising  in 
price,  while  others  in  the  same 
groups  decline.  The  first  two  impli- 
cations, when  combined,  mean  that 
this  is  an  especially  good  time  for 
investors  to  aim  at  upgrading  their 
portfolios — using  a  rifle,  not  a  shot- 
gun, approach. 

Third,  this  is  a  good  time  to  have 
some  cash — a  good  time  not  to  be 
fully  invested.  Precisely  because  of 
the  harsh — and,  I  believe,  exces- 
sive— manner  in  which  the  market 
is  greeting  bad  news,  buying  oppor- 
tunities are  being  created  in  the  car- 
nage. Which  stock  will  get  it  in  the 
neck  next  is  anybody's  guess.  I 
strongly  suggest,  however,  that  you 
take  a  closer  look  at  suddenly  un- 
wanted stocks  as  they  free-fall. 
Some  deserve  the  lower  prices  being 
accorded  them,  but  others  may  well 
appeal  to  you  as  long-term  (remem- 
ber, that  now  means  six  months  or 
more)  holdings.  ■ 
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United  Way  is  there  helping  people  help  themselves. 

United  Way  brings  volunteers,  government  leaders 
and  community  representatives  together  to  help  solve 
local  issues. 

So  when  you  contribute  to  United  Way,  your  money 

works  for  you  at  home  solving  human  

service  problems  like  care  for 
the  elderly  and  programs  for  the 
young. 

And  more.  So  much  more. 

This  year  when  your  United  Way 
comes  around,  be  generous. 


If  you  don't  care,  who  will? 


UnibedWay 

THANKS  TO  YOU  IT  WORKS 
FOR  ALL  OF  US. 


Gouxil  A  Public  Service  of  This  Publication 
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By  Ashby  Bladen 


Observations 


Letting  overextended  financial  institu- 
tions go  broke  risks  deflation,  but  bailing 
them  all  out  risks  hyperinflation. 

THE  PRICE 
OF  PROSPERITY 


from  the  incomes  they  earn  by  pro- 
ducing real  goods  and  services  that 
are  available  to  be  purchased.  But  in 
addition,  they  have  been  borrowing 
and  spending  at  a  steadily  wider 
margin  over  and  above  their  earned 
incomes.  That  amounts  to  creating 
additional  purchasing  power  out  of 
thin  air  without  corresponding  in- 
creases in  the  supply  of  things  to 
spend  it  on.  That  is  why  we  have 
had  40  years  of  worldwide  inflation. 
The  economists  who  are  sup- 
posed to  tell  the  rest  of  us  what 
these  things  mean  are  getting  total- 
ly confused  because  they  have  never 
thought  about  the  fact  that  debts  are 
supposed  to  be  repaid.  For  many 
years  the  burden  of  interest  pay- 
ments and  principal  repayments  has 
been  rising  as  a  percentage  of  the 
incomes  from  which  they  have  to  be 
paid.  And  for  a  .good  number  of 
those  years  I  have  been  warning  that 
it  would  have  to  end  in  a  crisis  of 
one  sort  or  another  because  debt- 
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We  Americans  are  getting  awfully 
good  at  losing  the  forest  in  the  trees. 
By  now  most  financial  pundits  real- 
ize that  the  outlook  for  virtually  all 
markets  depends  on  the  prospect  for 
interest  rates,  but  they  are  not  sure 
where  to  go  from  there.  Interest 
rates  can  only  go  up,  down  or 
sideways,  and  somebody  is  making 
a  plausible  case  for  each  of  the  three 
possibilities. 

Inflationists  fear  that  the  tradi- 
tional pattern  will  repeat  itself  once 
again — inflation  and  interest  rates 
will  soar  as  the  economy  nears  the 
full  utilization  of  resources.  Disin- 
flationists  hope  that  the  developing 
slowdown  in  the  upturn  will  be  suf- 
ficient to  keep  inflation  low  and 
permit  interest  rates  to  stabilize  or 
decline  without  a  recession.  And 
the  deflationists  believe  that  falling 
commodities  prices  will  cause  an 
acceleration  of  the  deceleration  and 
land  us  not  only  in  recession  but 
outright  deflation.  All  are  missing 
the  key  point. 

You  will  find  it  steadily  more  dif- 
ficult to  make  sense  out  of  all  this 
punditry  unless  you  bear  in  mind 
that  since  World  War  II  the  entire 
world,  including  the  U.S.,  has  been 
getting  steadily  more  firmly  hooked 
on  debt.  Most  of  the  purchasing 
power  that  people  can  spend  comes 

Ashby  Bladen  is  a  financial  consultant  and 
author  of  How  to  Cope  with  the  Develop- 
ing Financial  Crisis 


service  requirements  cannot  rise 
faster  than  incomes  forever. 

By  now  the  burden  of  debt-service 
charges  on  incomes  has  risen  high 
enough  that  financial  crises  are 
breaking  out  all  over.  The  political 
authorities  are  busily  scurrying 
around  trying  to  put  out  the  fires, 
but  they  still  don't  understand  the 
principle  of  the  thing.  The  whole 
deck  is  on  fire,  for  reasons  that  have 
been  perfectly  clear  for  at  least  20 
years.  But  whether  we  blow  up  into 
hyperinflation  or  fall  through  into 
deflation  remains  to  be  seen. 

How  did  we  get  into  this  predica- 
ment? People  used  to  be  prudent 
about  borrowing  and  spending  be- 
cause they  were  afraid  of  getting 
into  trouble.  But  in  1961  the 
Keynesian  New  Economists  of  the 
Kennedy  Administration  told  us 
that  the  government  was  going  to 
borrow  and  spend,  and  make  credit 


available  for  the  rest  of  us  to  borrow 
and  spend — enough  to  keep  the 
economy  running  permanently  at 
full  employment.  People  naturally 
assumed  that  the  risk  of  losing  your 
job  had  decreased  but  the  risk  of 
inflation  had  increased,  and  ever 
since  they  have  been  borrowing  and 
spending  at  a  steadily  increasing 
rate  because  they  were  confident 
that  they  would  always  be  paying 
back  in  cheaper  dollars. 

Now  that  the  damage  has  been 
done  and  debt  burdens  have  become 
excessive,  what  happens  next?  If 
any  Keynesian  economists  under- 
stand the  situation,  they  must  find 
it  a  bit  perplexing.  Their  doctrine 
tells  them  that  prosperity  depends 
on  maintaining  purchasing  power, 
so  what  do  you  do  when  a  large  part 
of  earned  income  has  been  mort- 
gaged to  pay  the  debt  service  on 
loans  that  have  already  been  spent? 
The  obvious  answer  is  to  make 
credit  even  more  readily  available 
and  tempt  people  to  borrow  and 
spend  more,  but  even  Keynesians 
must  be  getting  an  uneasy  sense 
that  that  will  only  make  the  under- 
lying problems  worse. 

To  politicians  the  problem  ap- 
pears as  an  exercise  in  crisis  man- 
agement. What  is  to  be  done  about 
the  financial  institutions  that 
helped  put  the  Keynesian  prescrip- 
tion into  practice  by  lending  not 
wisely  but  too  well?  Their  deposi- 
tors are  getting  scared  and  want  to 
be  paid  off.  But  if  they  start  calling 
loans  and  selling  collateral  to  get 
the  funds,  deflation  and  hard  times 
will  come  again.  On  the  other  hand, 
if  our  government  bails  out  all  the 
overextended  debtors  the  way  that 
the  governments  of  other  countries 
in  trouble  are  doing,  we  will  land  in 
hyperinflation  just  as  they  have. 

The  outcome  will  depend  on 
what  people  end  up  fearing  most.  To 
the  extent  that  they  worry  about 
losing  their  money,  they  will  pull 
their  funds  back  and  precipitate  de- 
flation. To  the  extent  that  they  wor- 
ry about  their  money's  losing  its 
value,  they  will  borrow  and  spend, 
and  precipitate  hyperinflation.  Poli- 
ticians in  all  countries  would  prefer 
to  maintain  the  appearance  of  pros- 
perity at  the  cost  of  hyperinflation, 
but  a  lot  will  depend  on  unforesee- 
able accidents.  In  1929  who  in 
America  had  ever  heard  of  the  last 
straw  called  Kredit-Anstalt?  ■ 
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VISION: 

MORE  READERS  THAN 

TIME  AND  NEWSWEEK  COMBINED 

IN  LATIN  AMERICA 


Source:  ABC  Statement-12/31/83 


VISION:  The  only  international  news  and  business 
magazine  edited  by  Latin  Americans,  for  Latin 
Americans  and  published  in  their  language. 

That's  why  our  circulation  is  203,130, Time-Latin 
America  is  105,624,  and  Newsweek-Latin  America 
is  44,509.  Remember.  VISION-We're  the  key  to 

the  elite  Latin  American  market. 
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Flashbacks 


"The  more  things  change. . . ." 
Items  from  past  issues  of  Forbes 

Sixty  years  ago  in  Forbes 

(From  the  issue  of  October  15  1924) 

"Many  are  asking,  'Are  foreign  bonds 
safe?'  One  could  reply,  'Are  eggs 
fresh?'  Not  all  eggs  are  fresh.  Neither 
are  all  foreign  bonds  safe.  Not  all 
American  bonds  are  safe.  There  are 
bonds  and  bonds.  But  it  is  wicked  to 
frighten  American  investors  against 
all  foreign  securities.  'Look  what  has 
happened  to  Russian  bonds,'  is  a  fa- 
vorite cry.  But  look  what  has  hap- 
pened to  the  bonds  and  stocks  of  the 
once-great  New  Haven  Railroad,  the 
far-flung  Chicago,  Milwaukee  &  St. 
Paul  Railroad  and  other  gigantic 
American  enterprises." 

"The  investor  class  in  the  U.S.  has 
grown  by  leaps  and  bounds  since  the 
World  War.  It  is  known  that  approxi- 
mately 20  million  people  invested  in 
war  bonds,  and  a  very  large  percentage 
of  these  were  people  who,  prior  to  that 
time,  had  never  invested  money  in 
anything  and  had  never  seen  a  bond  or 
a  stock.  Investing  in  war  securities 
was  their  first  lesson  in  placing  funds 
in  something  outside  their  own  per- 
sonal activities  or  in  savings  banks. 
This  experience  not  only  opened  the 
eyes  of  millions  to  the  meaning  of  the 
word  'investment,'  but  it  introduced 
on  a  large  scale  the  thought  of  saving 
money  systematically  and  putting  it 
to  work  to  earn  an  income." 

— John  Moody 

"Block  signals  such  as  are  in  use  on 
Fifth  Avenue  in  New  York  City, 
Michigan  Boulevard  in  Chicago,  and 
Broad  Street  in  Philadelphia,  can  assist 
materially  in  reducing  the  congestion 
at  some  street  intersections,  if  the 
intervals  for  alternate  movements  are 


Airfreight  in  the  1930s  was  very  much  a  rough-and-ready  business 


Traffic  in  1924  on  New  York's  fifth  Are. 


properly  related  to  the  general  traffic 
needs.  Though  this  method  of  regula- 
tion has  been  very  successful  in  the 
above-mentioned  cities,  such  condi- 
tions as  prevail  upon  these  streets, 
where  there  is  a  great  volume  of  traffic 
going  a  considerable  distance  on  one 
street,  are  found  in  few  other  cities." 

"A  committee  of  transportation  ex- 
perts representing  electric  street  rail- 
ways and  omnibus  interests  has  re- 
turned from  a  tour  in  Europe  with  the 
report  that  buses  operate  at  the  same 
fares,  on  the  zone  system,  as  the  street 
railways,  but  that  both  are  needed  to 
handle  crowds  and  satisfy  the  public. 
In  London,  it  is  stated,  anyone  may 
run  a  bus  at  any  time  and  at  any  fare, 
if  his  vehicle  meets  the  police  regula- 
tions on  construction." 

Fifty  years  ago 

(From  the  issue  of  October  15,  1934) 

"The  underlying  current  trend  con- 
tinues as  outlined  in  our  last  several 
issues — upward.  It  is  not  violently  up- 
ward, as  it  was  at  the  beginning  of  last 
spring.  But  almost  without  exception 
the  upward  trends  ...  are  continuing. 
Bank  debits  (both  those  for  the  coun- 
try as  a  whole  and  those  outside  New 
York  City)  are  not  quite  as  far  ahead  of 
last  year  as  they  were,  and  the  rise  in 
the  sensitive  index  for  southern  pine 
orders  has  halted.  .  .  . 

"On  the  other  hand,  loadings  of 
miscellaneous  freight,  of  forest  prod- 
ucts and  of  coal,  and  the  production  of 
steel,  have  moved  definitely  up  in 
comparison  with  last  year.  .  .  ." 

"Including  truck  as  well  as  car  sales, 
Chevrolet  had  almost  caught  Ford  at 
the  end  of  September.  Ford,  it  will  be 
recalled,  got  off  to  a  big  lead  early  in  the 
year  before  Chevrolet  got  into  full  pro- 


duction on  its  1 934  models.  Ever  since, 
the  General  Motors  entry  has  been 
whittling  away  at  that  lead,  gaining  in 
car  sales  in  most  months  and  continu- 
ing to  hold  first  position  in  truck  sales 
in  every  month.  If  the  trend  of  recent 
months  continues,  Chevrolet  will  be 
ahead  at  the  end  of  the  year." 

"Nearly  7,000  International  Business 
Machines  employees  now  hold  $1,000 
group-life-insurance  policies,  thanks 
to  a  plan  recently  put  into  effect  by 
their  employer.  The  company  pays 
the  premium,  and  everyone  who  has 
been  with  the  company  a  year  or  more 
is  eligible — except  for  members  of  the 
Quarter  Century  Club,  who  have  a 
plan  of  their  own." 

Twenty-five  years  ago 

(From  the  issue  of  October  1 5,  1959) 

"By  using  syndicates — legally  a  part- 
nership but  actually  quite  similar  to  a 
small  corporation  with  many  stock- 
holders— real  estate  promoters  last 
year  alone  claim  to  have  unloaded  a 
cool  $3  billion  worth  of  assorted  prop- 
erty on  anything  from  1 00,000  individ- 
ual investors  upwards.  Not  even  the 
mutual  funds,  those  zealous  harvest- 
ers of  the  small  investor's  dollar,  could 
match  that  claim.  Even  allowing  for 
exaggeration,  which  is  normal  in  such 
a  highly  promotional  business,  there  is 
no  doubt  that  real  estate  syndication  is 
a  billion-dollar  undertaking." 

"The  beer  can's  25th  anniversary  is 
being  hailed  by  the  American  Can  Co. 
as  'one  of  the  greatest  packaging  dis- 
coveries in  history.'  Brewers  now  take 
one  out  of  every  five  cans  made  in  the 
U.S.,  since  1935  have  used  84  billion 
cans  to  package  some  255  million  bar- 
rels of  beer." 
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A  sense  of  humor  reduces 
people  and  problems  to 
their  proper  proportion. 
Arnold  Glasow 


Cheerfulness  is  the  atmosphere 
in  which  all  things  thrive. 
Jean  Paul  Richter 


If  pleasures  are  greatest  in 
anticipation,  just  remember 
that  this  is  also  true  of 
troubles. 
Elbert  Hubbard 


If  you  count  all  your  assets, 
you  always  show  a  profit. 
Robert  Quillen 


There  are  two  things  to  aim 
at  in  life:  to  get  what  you 
want,  and  after  that,  to 
enjoy  it.  Only  the  wisest 
of  mankind  achieve  the  second. 
Logan  Pearsall  Smith 


A  Text . . . 

Every  man  also  to  whom 
God  hath  given  riches 
and  wealth,  and  hath 
given  him  power  to  eat 
thereof,  and  to  take  his 
portion,  and  to  rejoice 
in  his  labour;  this  is 
the  gift  of  God. 

ECCLESIASTES  5:19 


Sent  in  by  Mrs.  Fielding  Bowman,  New  Ca- 
naan, Conn.  What's  your  favorite  text?  The 
Forbes  Sciapbook  of  Thoughts  on  the  Busi- 
ness of  Life  is  presented  to  senders  of  texts 
used. 


One'  is  happy  as  a  result  of 
one's  own  efforts,  once  one 
knows  the  necessary  ingredients 
of  happiness:  simple  tastes, 
a  certain  degree  of  courage, 
self-denial  to  a  point,  love 
of  work,  and  above  all,  a 
clear  conscience. 
George  Sand 


Thoughts 

on  the  Business  of  Life 


It  has  been  scientifically 

proi  <ed  that  worry,  discord 

and  melancholy  undermine  health. 

Good  spirits  make  for  good 

digestion.  Cheerfulness  costs 

nothing,  yet  is  beyond  price. 

It  is  an  asset  for  both 

business  and  body.  The  big  men 

of  today,  the  leaders  of 

tomorrow,  are  those  who  can 

blend  cheeifulness  with  braitzs. 

B.C.  Forbes 


One  way  to  get  the  most 
out  of  life  is  to  look  upon 
it  as  an  adventure. 
William  Feather 


Good  humor  is  the  health  of 
the  soul,  sadness  its  poison. 
Stanislaus 


I  love  the  man  that  can  smile 
in  trouble,  that  can  gather 
strength  from  distress,  and 
grow  brave  by  reflection. 
Thomas  Paine 


Anyone  who  keeps  the  ability 
to  see  beauty  never  grows  old. 
Franz  Kafka 


Cheerfulness  keeps  up  a 
kind  of  daylight  in  the 
mind,  filling  it  with  a 
steady  and  perpetual  serenity. 
Joseph  Addison 


More  than  6,000  "Thoughts,"  indexed  by 
author  and  subject,  are  available  in  a  two- 
volume  boxed  set  at  $24.95.  A  one-volume 
edition  of  over  3,000  "Thoughts,"  $14.95. 
Send  check  and  order  to:  Forbes  Inc.,  60 
Fifth  Ave.,  New  York,  N.Y.  10011.  Add  sales 
tax  on  New  York  State  orders  and  other 
states  where  applicable. 


Imagination  was  given  to  man 
to  compensate  him  for  what  he 
is  not;  a  sense  of  humor  to 
console  him  for  what  he  is. 
Francis  Bacon 


The  most  completely  lost  of 
all  days  is  that  on  which 
one  has  not  laughed. 
Sebastian  Chamfort 


The  true  value  of  a  human 
being  is  determined  primarily 
by  the  measure  and  the  sense 
in  which  he  has  attained 
liberation  from  the  self. 
Albert  Einstein 


The  happiest  people  in  this 
world  are  those  who  have  the 
most  interesting  thoughts. 
William  Lyon  Phelps 


It  is  impossible  that  an 
ill-natured  man  can  have  a 
public  spirit;  for  how  should 
he  love  ten  thousand  men 
who  has  never  loved  one? 
Alexander  Pope 


A  man  without  mirth  is  like 
a  wagon  without  springs.  He 
is  jolted  disagreeably  by 
every  pebble  in  the  road. 
Henry  Ward  Beecher 


When  pleasure  can  be  had,  it 
is  fit  to  catch  it.  Every 
hour  takes  away  part  of  the 
things  that  please  us,  and 
perhaps  part  of  our  disposition 
to  be  pleased. 
Samuel  Johnson 


The  purpose  of  life  is  not  to 
be  happy.  The  purpose  of  life 
is  to  matter,  to  be  productive, 
to  have  it  make  some  difference 
that  you  live  at  all.  Happiness, 
in  the  ancient,  noble  verse, 
means  self-fulfillment  and  is 
given  to  those  who  use  to  the 
fullest  whatever  talents  God  or 
luck  or  fate  bestowed  upon  them. 
Leo  Rosten 
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Warning:  The  Surgeon  General  Has  Determined 
That  Cigarette  Smoking  Is  Dangerous  to  Your  Health. 


Surprising  richness,  yet  99%  tar-free. 


Financing  new  equipment  is 

one  thing.  Getting  quality 

financing  is  something  else. 


If  your  company  has  decided  to  take  advantage  of  advanced 
technology  by  investing  in  new  capital  equipment,  we  invite 
you  to  consider  our  "quality  financing!' 

At  Litton  Financial,  equipment  financing  is 
our  primary  business.  By  concentrating  our 
professional  and  financial  resources  on  this  one 
important  service,  we're  equipped  to  be  more 
expert,  more  efficient  and  more  responsive. 

For  you,  this  means  working  with  a  finely- 
tuned  organization  that  can  accurately  focus 
on  your  current  and  future  equipment  financ- 
ing needs.  It  means  an  experienced,  knowl- 

w  ins  ton  Churchill once  <-"  * 

described  the  level  of  quality  he     edgeable  eye  kept  on  factors  that  can  influence 

expected  by  saying:  "I  am  easily  ,  ,  .  .  . 

satisfied  with  the  very  best:-       your  plans  and  strategies:  the  ever-changing 
complexities  of  business  and  technology;  the  impact  of  economic 
and  regulatory  forces;  the  opportunities  that  evolve.  It  means,  in 
other  words,  that  we  can  offer  you  financing  that  meets  the  highest 
standards  of  "quality." 

We  would  welcome  the  opportunity  to  concentrate  on  your 
equipment  financing.  Write  or  call  us  at  Litton  Financial  Services, 
Inc.,  Ten  Stamford  Forum,  RO.  Box  601,  Stamford,  CT  06904 
(203)  328-2700. 
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Litton  Financial  Services,  Inc. 


SUDDENLY  THE  ENT! 
PRESENTATIONS  IS  REDU 

SONY  CONDENSES  A  ROOMFUL  OF  AUDIO/VISUAL 
EQUIPMENT  INTO  ONE  INGENIOUS  MACHINE. 

As  impressive  as  multi-media  presentations  can  be,  what's  often  even  moi 
impressive  is  the  vast  array  of  equipment  it  takes  to  put  one  on. 

Equipment  that's  difficult  to  set  up.  Complicated  to  operate.  And  a  real 
burden  to  travel  with. 

But  now  Sony  has  taken  this  big  problem  and  knocked  it  down  to  size.  T\\ 
result:  the  new  Sony  Vidimagic*  video  projection  system. 

The  Vidimagic  is  a  video  projector,  a  videocassette  recorder,  a  video- 
cassette  player,  a  181-channel  cable-ready  TV  tuner,  a  loudspeaker  and  a  publi 
address  system— all  tucked  into  one  neat  little  30-pound  package. 

And  it's  as  easy  to  set  up  as  it  is  to  carry.  There  are  no  banks  of  projectors 
to  synchronize,  no  reels  of  film  to  thread,  no  wires  or  cables  to  patch  in. 

All  you  have  to  do  is  focus.  It  will  project  a  high-quality  image 
from  30"to200"(measured  diagonally)  on  any  white  wall.  A  portable  55 
high- gain  screen  is  also  available  as  an  accessory. 

There's  even  a  remote  control  with  a  built-in  microphone  for  live 
narration  during  presentations.  And  there's  a  jack  that  allows  you  to  hook 
up  any  VCR  if  you  choose  to  buy  Vidimagic  without  the  one  built  in. 

So  you  no  longer  have  to  be  a  logistics  expert  to  put  on  an  impressivj 
show,  or  a  weightlifter  to  take  it  on  the  road.  All  you  have  to  do  is  write 
Sony  Information  Center,  Box  524,  Dept.  F.R,  Bernardsville,  N.J.  0792 

And  find  out  more  about  the  machine  that  lets  you  make  multi- 
presentations  without  a  multitude  of  media. 

Sony  Communications  Products  Company.  Sony  Drive,  Park  Ridge.  NJ  07656.  ©  1984  Sony  Corp.  of  America  Sony  is  a  registered  trademark  and  Vidimagic  is  a  trademark  of  Sony  Corp 
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The  editorial  index  of  companies  referred  to 
in  this  issue  is  on  page  308. 

Companies 

41  Tandy  Corp. 

One  of  the  last  of  the  personal  computer  makers  to  go  the 
IBM-compatible  route  is  cloning  now,  and  proud  of  it. 

42  Gavilan  Computer  Corp. 

The  anatomy  of  a  failure. 

43  Jack  Eckerd  Corp. 

"If  in  1981,"  says  Stewart  Turley,  "I'd  known  everything 
I  know  now.  ..."  But  then  you  can  guess  the  rest. 

60    Edouard  Leclerc  Group 

France's  greatest  discounter  has  done  more  to  reform  the 
French  economy  than  all  of  Francois  Mitterrand's  social- 
ist intellectuals. 

114     Virginia  Electric  &  Power  Co. 

Nuclear  power?  It's  been  a  lifesaver,  says  William  Berry. 

176     Children's  Television  Workshop 

CTW  talks  a  good  nonprofit  game,  but  Big  Bird  is  actually 
turning  into  a  sharp  and  aggressive  small  company. 

184    Eastman  Kodak 

One  of  the  paragons  of  American  industry  is  floundering. 
Can  it  overcome  its  own  history  and  learn  how  to  scram- 
ble? So  far,  the  record  is  not  reassuring. 

202    Dennison  Manufacturing 

Nothing  ventured,  nothing  gained. 


Special  Report:  The  Up  &  Comers 

118     Lifeline  Needed 

With  the  venture  capitalist  in  retreat  and  the  new-issues 
market  dormant,  what's  a  poor  entrepreneur  to  do? 

128    The  Forbes  Up  &  Comer  300 

A  list  that's  hard  to  get  on — and  harder  to  stay  on. 

Industries 

38     Sports:  Who's  Getting  Clipped? 

It's  hard  to  believe  the  National  Football  League  is  feel- 
ing a  financial  pinch.  The  reason  is  even  more  intriguing. 

64     Motion  Pictures 

The  greatest  story  Dino  De  Laurentiis  ever  told  cost  $40 
million  to  film — but  that  is  only  the  beginning. 

96    Television:  Powered  Down 

Low  power  TV,  they  said,  was  the  latest  way  to  get  rich 
and  famous  starting  from  nothing.  Not  exactly. 

196     Satellite  TV:  Hollywood  Loves  HR  4103 

Up  to  1.5  million  personal  satellite  dishes  now  dot  the 
land.  Hollywood  doesn't  like  it. 

Wall  Street 

40    What  Are  We  Waiting  For? 

Nearly  everybody  wants  to  stop  greenmail.  Is  Congress 
listening? 

100     First  Winthrop  Corp. 

In  the  tax  shelter  business,  real  estate's  hot;  oil's  not. 


Departments 

Money  &  Investments 
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6    Side  Lines 

33     What's  Ahead  For 

289 

Ben  Weberman 

8    Trends 

Business 

290 

Susan  Lee 

12    Follow-Through 

34    The  Forbes  Index 

292 

A.  Gary  Shilling 

1 7     Readers  Say 

271     The  Forbes /Wilshire 

294 

Srully  Blotnick 

23     Fact  and  Comment 

5000  Review 

296 

Thomas  P.  Murphy 

26    Other  Comments 

297 

Stanley  W.  Angrist 

3 1     Fact  and  Comment  II 

300 

Kenneth  L.  Fisher 

303     Flashbacks 

304    Thoughts 
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210     Numbers  Game:  The  FASB  Versus  Stock  Options 

Executive  stock  options  have  survived  repeated  attacks. 
Now,  though,  the  accountants  are  after  them. 

276    Streetwalker 

G.D.  Searle;  Bergen  Brunswig;  Campbell  Soup;  Teledyne; 
Hi-Shear  Industries 

280     Old  Railroad  Bonds 

These  days,  rail  buffs  are  stirred  by  more  than  nostalgia. 

284    The  Funds:  Small  Investors  Need  Not  Apply 

Swapping  a  large  portfolio  for  shares  in  a  mutual  fund. 
Also:  What's  in  a  name;  all  in  the  family. 

International 

50    Greece:  Biting  The  Hand  That  Feeds  Him 

Andreas  Papandreou  has  brought  the  Greek  economy  to  a 
standstill,  but  he's  also  found  a  way  to  bribe  the  voters 
with  the  help  of  Western  loans  and  grants. 

Regions 

74     Reno,  Nevada 

What's  a  nice  company  like  Porsche  doing  in  a  town  with 
an  image  problem  like  this? 


Taxing  Matters 


204    The  Battle  Over  The  Newhouse  Estate 

Tax  collection  with  a  vengeance.  Also:  The  IRS  versus 
the  orphans. 


On  The  Docket 


214     Jury  Tempering 

Professional  jury  selection  consultants  started  out  as  do- 
gooders,  then  realized  there  was  money  in  it.  As  usual, 
the  public  pays. 


Marketing 


222    Home  Financial  Software 

Here's  one  of  the  more  ironic  marketing  disasters  of  the 
age.  Also:  Frank  Perdue  sits  it  out;  bringing  a  space 
camera  down  to  earth. 


Technology 


228     Paul  Volcker  Would  Understand 

Ancient  Sumer,  one  of  the  world's  first  great  civiliza- 
tions, had  some  distinctly  modern  economic  problems. 
Also:  The  "smart"  credit  card;  computerized  brakes;  the 
uses  of  a  good  cry;  sex  after  50;  anti-red-tape  software. 


Profiles 


110     Robert  Maxwell 

The  owner  of  Britain's  second  most  popular  tabloid 
fought  in  the  underground,  won  a  battlefield  commis- 
sion, amassed  a  fortune.  Next  target:  Rupert  Murdoch. 


Personal  Affairs 


244    John  Akers'  Progress 

How  the  next  CEO  of  IBM  made  it  to  the  top,  step  by  tiny 
step.  Also:  Marketing  with  zero-coupon  bonds;  if  you  are 
thinking  about  a  swimming  pool. 


Faces  Behind  the  Figures 


258  Robert  Lutz,  Ford  Motor 

258  Josephine  Abercrombie,  boxing  promoter 

259  Dick  Kellor,  Cargill 

263  Jim  Pitblado,  Dominion  Securities  Pitfield 

263  Charles  Ewell,  American  Healthcare  Systems 

264  Winton  (Red)  Blount,  Blount,  Inc. 

265  Bruce  McBrearty,  CMG  Telemarketing 
268  Halston,  Halston  Ltd. 
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Chas  B  Slackman 


Patterns,  patterns,  patterns 

Endlessly  fascinating,  maddeningly  elusive,  the  pursuit  of  suc- 
cess in  the  stock  market  has  produced  bookshelves  full  of 
systems  for  forecasting  market  timing.  But  last  issue  Senior 
Editor  Bill  Baldwin  demonstrated  that  market  timing  systems, 
even  the  most  trumpeted  ones, 
work  at  best  for  a  relatively  short 
time.  Just  because  the  market  has 
followed  certain  patterns  for  a 
while  is  no  guarantee  it  will  con- 
tinue to  do  so.  What  about  the  re- 
current pattern  of  bull  markets  fol- 
lowing Democratic  victories,  of 
bear  markets  following  Republican 
victories?  Don't  count  on  it  repeating  this  year,  says  guest 
columnist  Gary  Shilling;  a  big  Reagan  win  would  be  tremen- 
dously bullish  for  stocks.  Similarly,  columnist  Ken  Fisher, 
foreseeing  a  GOP  sweep,  scoffs  at  the  widespread  skepticism 
among  professional  investors.  He  predicts  that  the  Dow  indus- 
trials could  break  a  20-year  stalemate  and  double  between  now 
and  the  end  of  a  second  Reagan  term.  See  pages  292  and  300. 

In  praise  of  praise 

The  Duke  of  Wellington  was  notorious  for  being  fast  with  the 
reprimand  and  slow  with  the  compliment — a  not  unusual  flaw 
in  leaders.  In  his  old  age  the  Iron  Duke  was  asked  by  a  young 
lady  what  he  would  do  differently  if  he  had  his  life  to  live  over. 
Wellington  reportedly  thought  a  moment  and  replied:  "Give 
more  praise." 

I  don't  know  whether  John  F.  Akers  is  aware  of  this  anecdote, 
but  the  new  chief  executive  officer  of  LBM  sensed  early  in  life 
what  Wellington  learned  too  late:  that  praise  is  healthy,  not 
only  for  the  recipient  but  for  the  giver.  IBM  strongly  emphasizes 
teamwork,  promotes  people  who  can  get  others  to  pull  together. 
Akers  sensed  you  don't  get  people  to  do  their  best  if  the  leader 
hogs  the  glory  for  himself.  In  our  Careers  section  this  issue, 
Associate  Editor  John  Byrne  describes  how  Akers,  as  he  went 
from  success  to  success,  was  content  to  let  others  take  the  bow. 
If  a  project  he  headed  scored,  Akers  went  to  exceptional  lengths 
to  let  his  teammates  share  the  limelight.  Forbes  analyzes  the 
role  team  leadership  played  in  the  rise  of  John  Akers  from 
trainee  to  CEO,  at  49,  of  the  world's  most  successful  company. 
Asked  how  he  got  the  top  job,  Akers  answered:  "By  being  nice  to 
everybody."  Akers  wasn't  indulging  in  irony.  See  page  244. 

If  at  first  you  don't  succeed  . . . 

The  wise  person  learns  as  much — maybe  more — by  studying 
failures  as  by  studying  successes.  There's  pathos  and  instruc- 
tion in  Senior  Editor  Kathleen  Wiegner's  postmortem  on  Manny 
Fernandez'  Gavilan  Computer.  Little  Gavilan  is  in  Chapter  1 1 
now,  but  not  long  ago  it  exulted  in  rave  reviews  for  its  portable 
computer  and  $85  million  worth  of  orders.  Interviewed  by 
Wiegner,  the  able  but  unlucky  Fernandez  tells  why  a  five-month 
product  delay  proved  mortal  and  explains  why  the  computer 
business  is  entering  a  new  phase.  See  page  42. 
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YOU'RE  JUDGED 

BY  PERFORMANCE. 

WHY  DRIVE  A 

CAR  THAT  LIVES  BY 

A  LESSER  CODE? 


Think  of  the  price  sticker  on  a 
luxury  sedan  as  a  bill  presented  for  ser- 
vices not  yet  rendered. 

Services  that  include  handling, 
responsiveness,  comfort,  and  all  the 
myriad  contributions  of  engineering 
and  technology. 

Seen  in  this  light,  a  luxury  se- 
dan becomes  something  to  be 
bought  with  extreme  scrutiny.  We 
suggest  one  built  the  same  way: 
the  BMW  733L 

Infinitesimal  flaws  are  detected 
by  lasers  and  electron  microscopes. 
The  chassis  is  aligned  to  within 
4/l.OOOths  of  an  inch.  Weather- 
proofing  is  ensured  through  a  testing 


facility  capable  of  creating  snow- 
storms in  July. 

In  the  engine,  a  microprocessor 
divides  each  second  into  hundreds 
of  parts,  senses  engine  conditions 
during  each  instant,  then  instantly 
adjusts  engine  behavior  for  maximum 
performance  and  efficiency.  And 
engine  components  themselves  are 
controlled  to  tolerances  of  less  than 
4/100,000thsofaninch. 

All  these  and  other  parts  are 
sealed  into  a  whole  so  taut  and  so 
impervious  to  decay  that  it's  covered 
by  a  3-year/ 36,000-mile  limited 
warranty  plus  a  6-year  limited  war- 
ranty against  rust  perforation* 


The  result  is  a  car  that  exceeds 
conventional  standards  to  a  degree 
that  makes  them  inapplicable. 

In  fact,  AutoWeek  magazine 
places  the  733i  "near  perfection." 

After  all,  if  you  ask  as  much  of 
yourself,  you  shouldn't  have  to  set- 
tle for  less  from  your  car. 


THE  ULTIMATE  DRIVING  MACHINE. 


•Warranty  applies  only  to  U  S  specification  automobiles  purchased  from  authorized  U  S  BMW  dealers  See  your  BMW  dealer  for  details  ©  1983  BMW  of  North  America,  Inc  The  BMW  trademark 
and  logo  are  registered  European  Delivery  can  be  arranged  through  your  authorized  (J  S  BMW  dealer 


Trends 


Edited  by  John  A.  Conway 


Bool  a,  boola 


When  the  Yale  School  of  Organiza- 
tion   and    Management    opened    its 
doors  in  1977,  offering  a  Master  of 
Public  and  Private  Management  de- 
gree, critics  snickered  at  the  idea  of 
joint  education  in  business  and  public 
management.  Moreover,  Yale  was  not 
accredited  for  either,  and  it  was  also 
considered  weak  in  marketing  and  ac- 
counting. "When  you  lay  claim  to  be- 
ing something  different,  it's  a  heroic 
effort  and  not  apt  to  be  success- 
ful," one  observer  noted.  But  Yale 
has  managed  all  the  same.  It  had 
8  applicants  for  each  of  the  190 
places    in    this    year's    entering 
class,  figures  that  rival  Harvard's 
and  Stanford's,  says  Yale  SOM 
Dean  Burton  Malkiel.  Students 
take  an  active  part  in  the  admis- 
sions  and   curriculum   commit- 
tees, getting  hands-on  manage- 
ment training.  The  SOM  lacks 
accreditation    by    choice:     "Ac- 
creditation is  for  fly-by-night  eve- 
ning   schools,    not    a    graduate 
school  at   Yale,"  Malkiel   says. 
Also,  the  process  is  "mechanical 
and  checklist-ish"  for  business 
schools  but  just  the  opposite  for 
public  management.  But  this  has 
no  effect  on  job  placement.  About 
85%  of  the  students  go  into  busi- 
ness,    to     companies     such     as 
AT&T,  Bank  of  America,  Con- 
oco, First  Boston  and  W.R.  Grace, 
and  15%  to  nonprofit  and  public    Japa 
jobs,  like  the  New  York  Transit     The 

Authority.  But  perhaps  the  best     

measure  of  success  is  the  rate  of  alum- 
ni giving,  among  the  highest  for  any 
school  at  Yale. 

The  working  woman 

Working  women  are  pushing  millions 
of  American  families  into  higher  in- 
come brackets,  says  a  new  report  by 
the  Conference  Board  based  largely  on 
government  statistics.  An  impressive 
60%  of  all  family  income  is  earned  by 
families  where  wives  work,  the  report 
says.  In  families  earning  between 
$40,000  and  $50,000  a  year,  more  than 
70%  of  the  wives  work.  In  other  areas, 
women  are  still  on  the  rise,  too.  More 
than  50%  of  all  college  students  are 
women,  up  from  40%  in  1970.  Wom- 
en earn  more  than  30%  of  all  law 
degrees  and  more  than  23%  of  all 
medical  degrees.  But  they  are  "a  very 
long  way"  from  job  equality,  the  re- 
port says.  Less  than  10%  of  college- 
educated    women    hold    managerial 


jobs,  compared  with  25%  of  college- 
educated  men.  Women  managers  earn 
only  half  as  much  as  managerial  men, 
and  college-educated  women  earn 
only  55%  as  much  as  college-educat- 
ed men  with  the  same  schooling. 

Marriage,  Japanese  style 

Getting  married  in  Japan  is  an  expen- 
sive proposition.  The  average  Japa- 
nese couple  spends  $28,500  on  it,  in- 
cluding ceremony,  reception,  gifts  for 

Ethan  Hoffman/Archive  Pictures 


betting  centers  like  Las  Vegas.)  The 
action  is  still  quiet:  Ladbroke's  has 
taken  in  only  £70,000  since  the  end  of 
January  and  expects  that  to  rise  to 
£250,000  before  Nov.  6. 


tiese  bridal  couple 
yen  to  merge. 


the  families,  honeymoon  and  about 
$  1 7,000  to  set  up  housekeeping,  says  a 
survey  by  a  Tokyo  bank.  The  bride's 
family  pays  about  $16,000  of  the  ex- 
penses, the  groom's  about  $12,000. 
The  typical  Japanese  husband  last 
year  was  a  28-year-old  worker  earning 
a  $14,000  annual  salary,  and  the  typi- 
cal wife,  a  24-year-old  "office  helper" 
earning  $8,000  a  year. 

The  view  from  London 

Debates  or  no  debates,  London's  odds- 
makers  still  think  Ronald  Reagan  is  a 
shoo-in.  In  January,  while  Walter 
Mondale  was  a  runaway  to  win  the 
nomination,  the  Democrats  were  just 
5-to-2  to  make  it  to  1600  Pennsylva- 
nia Avenue;  Reagan  was  a  l-to-4  fa- 
vorite, and  nobody  was  betting.  Last 
week,  Geraldine  Ferraro  and  all,  Mon- 
dale was  given  only  a  7-to-2  chance 
while  Reagan  was  now  a  l-to-7  favor- 
ite. (Such  doings  are  banned  in  U.S. 


The  capital  boom 

Capital  spending  is  at  its  postwar 
high,  says  Adrian  Dillon,  chief  econo- 
mist of  Eaton  Corp.,  the  Cleveland- 
based,  $3.5  billion  (sales)  multina- 
tional capital  equipment  maker,  but 
U.S.  manufacturers  are  not  get- 
ting the  full  benefit.  Since  the 
fourth  quarter  of  1982,  Dillon 
says,  total  capital  spending  has 
grown  27%  in  real  terms,  to  $422 
billion,  or  1 1.6%  of  gross  national 
product.  This  year  it  will  be  up 
20%  over  1983  in  real  terms. 
Much  of  the  boom  is  technologi- 
cal. Despite  two  recessions  since 
1979,  Dillon  says,  capital  spend- 
ing on  electronics  (telecommuni- 
cations, computers  and  scientific 
and  engineering  instruments)  has 
grown  78%  in  real  terms.  Nearly 
half  of  capital  equipment  spend- 
ing last  year  was  on  electronics. 
Of  the  rest,  25%  was  on  mobile 
equipment  (trucks,  rolling  stock, 
etc.),  18%  on  stationary  equip- 
ment and  8%  on  other  gear. 
"When  you  take  a  technological 
thrust  and  add  that  to  a  cyclical 
turnaround,  the  result  is  an  un- 
precedented capital  spending 
boom,"  the  economist  says.  So 
why  are  U.S.  capital  goods  mak- 

ers  not  booming,  too?  Imports,  in 

a  word.  About  22%  of  U.S.  capital 
goods  spending  buys  foreign  goods,  up 
from  11.5%  in  1979.  But  exports  as  a 
percentage  of  U.S.  capital  goods  ship- 
ments have  dropped  from  28%  to  21% 
over  the  last  five  years,  Dillon  notes. 

Home  for  the  double-dome 

Industry  had  the  edge  in  hiring  scien- 
tists in  the  1950s,  but  it  may  have  lost 
its  charm.  Almost  half  of  the  top  100 
American  scientists  under  the  age  of 
40  work  at  universities,  25%  at  re- 
search labs  and  only  26%  in  industry, 
says  a  report  due  in  Science  Digest  next 
month.  Nearly  54%  of  the  industry- 
based  group  work  at  General  Electric, 
AT&T  Bell  Labs,  Du  Pont  and  Sandia 
National  Laboratories,  another  part  of 
AT&T.  Among  the  top  100,  24  are  in 
biology,  22  in  physics,  13  in  computer 
science,  15  in  chemistry,  10  in  astron- 
omy and  astrophysics,  5  in  math- 
ematics, 5  in  psychology,  3  in  envi- 
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Love  letters 
from  secretaries. 
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We  knew  that  the  Xerox 
Memorywriter  was  well  liked. 
After  all,  no  electronic  type- 
writer in  America  sells  better. 

But  we  weren't  prepared  for 
anything  like  "I  LOVE  IT!!!"  "I 
couldn't  live  without  it!!"  "We've 
fallen  in  love  with  it." 
Yet  those  are  direct  quotes  from 
actual  letters  that  Xerox  has  been 
getting  by  the  hundreds. 
One  secretary  wrote:  "Everything  I 
type  looks  like  a  million  bucks."  Another 
"marvelled"  at  how  quickly  she  could  type 
up  letters  and  documents. 

An  Illinois  secretary  called  the  automatic  erasure  feature 
"a  blessing."  A  New  Yorker  hailed  the  Memorywriter's  display 
feature:  "I  can  see  what  I  am  typing  before  it  is  printed.  My 
invoices  are  letter-perfect  theirs?  time." 


On  having  to  switch  to  an  ordinary  typewriter,  after  get- 
ting used  to  a  Memorywriter,  a  Texas  secretary  commented, 
"It's  like  going  from  a  Rolls  Royce  to  a  mule." 

\        The  Memorywriter  is  part  of  Team 
TeamXerOX  Xerox,  a  wide  array  of  products,  people 
and  services  to  help  meet  all  your  infor- 


mation needs.  For  more  information,  call  1-800-833-2323  ext. 
400,  or  your  local  Xerox  office.  Or  send  in  the  coupon. 

And  pretty  soon,  you,  too,  could  be  saying,  "Your 
Memorywriter  saved  my  sanity."  "I  LOVE  YOU,  XEROX!" 


Xerox  Corp.,  Box  24,  Rochester,  NY  14692  □  Please  have  a  sales  repre- 
sentative contact  me.  □  I'd  like  to  see  a  Memorywriter  demonstration. 
□  Please  send  me  more  information. 

NAME 

TITLE 

COMPANY 

ADDRESS 

CITY 

STATE 

400 

ZIP 

PHONE 

152-11-5-84 

XEROXB  is  a  Iradcmark  of  XEROX  CORPORATION 

Trends 

ronmental  sciences  and  3  in  metallur- 
gy. Only  in  computer  science  is  the 
majority  employed  by  industry.  Just  2 
of  the  24  biologists  and  8  of  22  physi- 
cists are  employed  by  corporations, 
the  study  says.  In  the  fields  of  astron- 
omy, mathematics,  environmental 
science  and  psychology,  none  of  the 
top  names  is  affiliated  with  industry. 
Part  of  academe's  attraction  may  be 
money:  80%  of  university-based  sci- 
entists have  combined  household  in- 
comes of  more  than  $75,000,  com- 
pared with  61%  of  those  in  industry 
and  42%  at  research  laboratories.  On 
a  regional  basis,  California  wins  out 
as  the  home  of  31  of  the  nation's  top 
young  double-domes.  New  York  is 
second,  with  14. 

Hail,  the  chief 

A  captain  of  industry,  according  to  a 
survey  of  the  100  biggest  industrial 
companies,  looks  like  this:  60  years 
old,  26  years  with  his  company,  chief 
executive  for  seven  years,  owner  of 
14,000  to  77,000  shares  of  stock  in  the 
firm,  with  market  values  ranging 
from  $525,000  to  $3.2  million.  The 
profile  was  drawn  by  Towers,  Perrin, 
Forster  and  Crosby,  the  New  York 
consultants,  based  on  proxy  state- 
ments issued  by  the  companies. 

401K  for  the  future 

The  40 IK  retirement  plan  is  one  of 
the  fastest-growing  benefits  available 
to  employees,  according  to  a  survey 
by  Massachusetts  Mutual  Life  Insur- 
ance Co.  The  40 IK  section  of  the  IRS 
code  lets  employees  contribute  pretax 
earnings  to  a  retirement  investment 
fund  and  defer  taxes  both  on  that  part 
of  their  salaries  and  on  any  earnings 
from  the  contributions.  (The  401Ks 
differ  from  IRA  or  Keogh  plans  in  that 
most  employers  also  contribute  to 
them.)  Out  of  700  companies  respond- 
ing to  the  survey,  nearly  half  offered 
40 IK  plans,  most  adopted  in  1983  or 
1984.  The  plans  are  most  popular 
among  utility  and  energy  companies, 
next  among  electronics  companies 
and  diversified  manufacturing  firms, 
the  survey  found. 

Energy  from  the  East 

In  the  last  few  years  energy  exports  to 
the  West  accounted  for  75%  of  the 
hard  currency  earned  by  the  Soviet 
Union  from  sales  of  nonmilitary 
goods  and  services.  Russia's  oil  pro- 
duction has  leveled  off,  but  the  coun- 


A  Russian  oil  tanker 

Hard  currency  needs  wiil  keep  Soviet  oil  moving  West. 
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try  will  keep  exporting  energy  to  the 
West  at  today's  levels  into  the  Nine- 
ties, says  Ed  A.  Hewett,  a  senior  fel- 
low of  the  Brookings  Institution.  Rea- 
sons: Russia  has  enormous  reserves 
and  can  juggle  production  and  con- 
sumption. The  Soviets  have  speeded 
up  production  of  natural  gas  for  do- 
mestic use  and  export,  and  so  have 
been  able  to  divert  to  Western  mar- 
kets oil  earmarked  earlier  for  Eastern 
Europe.  This  ensures  the  flow  of  hard 
currency,  but  at  a  price  to  the  Soviet 
economy,  Hewett  says.  Kremlin  plan- 
ners are  studying  ways  to  cut  Russia's 
high  energy  use  (2.5  times  that  in  the 
European  Community  as  a  proportion 
of  GNP).  Energy  is  expensive  to  pro- 
duce and  transport  and  crowds  invest- 
ments in  other  sectors,  including  de- 
fense. Political  repercussions  are  like- 
ly, too.  Curbing  shipments  of 
subsidized  energy,  the  mainstay  of 
Eastern  Bloc  countries  and  Cuba, 
could  have  drastic  effects  on  the 
economies  of  Russia's  friends.  At  the 
same  time,  the  U.S.  is  concerned  that 
increased  Soviet  gas  supplies  to  West- 
ern Europe  could  bind  the  NATO  al- 
lies more  tightly  to  Moscow. 

Supermarket  video 

With  8  million  videocassette  record- 
ers expected  to  be  sold  this  year,  it's 
no  surprise  that  the  VCR  movie  rental 
business  is  booming.  Rental  outfits 
have  now  found  a  new  outlet — super- 
markets, where  they  have  high  repeat 
traffic  and  little  overhead.  (The  rental 
firms  bear  the  cost  of  the  tapes  and 
the  for-hire  VCRs.)  One  young  outfit, 
Video  Theater,  Inc.  of  Princeton,  N.J., 
has  signed  up  chains  such  as  Weg- 
man's,  Publix,  Lloyd's  and  Winn-Dix- 
ie to  market  tapes  in  New  York,  New 
Jersey  and  Florida  and  says  it  will  be 


in  100  stores  by  early  next  year,  150 
by  midyear.  Depending  on  their  loca- 
tion, supermarkets  rent  390  to  890 
tapes  per  week  at  $2  to  $4  each,  says 
Arthur  Brina,  Video  Theater's  vice 
president  of  operations,  with  50%  of 
the  net  proceeds  going  to  the  stores.  A 
nice  piece  of  change  for  supermarkets, 
which  in  some  regions  desperately 
need  high-margin  items. 

The  state  of  the  states 

One  Administration  ploy  to  deflect 
attention  from  the  federal  deficit  has 
been  to  note  that  state  and  local  gov- 
ernments now  boast  surpluses  total- 
ling $40  billion  to  $50  billion.  Local 
politicians  see  it  differently.  The  Na- 
tional Conference  of  State  Legisla- 
tures notes  that  most  of  the  state  sur- 
pluses are  locked  up  in  pension  funds 
and  can't  be  touched.  The  true  total,  it 
says,  is  only  $5.3  billion,  less  than  3% 
of  the  states'  total  revenues.  What's 
more,  says  Tennessee  state  repre- 
sentative John  Bragg,  a  Democrat  and 
the  next  head  of  the  conference,  43% 
of  that  $5.3  billion  is  accounted  for  by 
seven  states:  California,  Alaska,  Min- 
nesota, Michigan,  Wisconsin,  Wyo- 
ming and  New  Jersey.  Miles  Ferry,  a 
GOP  state  senator  from  Utah  who 
now  heads  the  NCSL,  concedes  that 
the  states  are  in  better  shape  than  the 
federal  government  but  says  they 
would  be  more  willing  to  shoulder 
some  of  the  deficit  if  Washington  did 
not  try  to  move  in  on  their  taxing 
authority.  Bragg  adds  that  the  feds 
impose  heavy  spending  requirements 
on  the  states  but  are  cutting  funds  to 
meet  those  needs.  So  far  this  year  13 
states  have  raised  taxes  and  15  have 
cut  them,  for  a  net  increase  in  rev- 
enues of  about  $1  billion. 
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On  our 

LAURELS? 


NEVER 


The  new  Heller  is  on  the  move.  We're 
committed  to  setting  new  standards  of  excellence— 
attaining  levels  of  performance  that  no  other 
financial  services  company  can  match.  Our  time  is 
now.  We're  not  going  to  rest  on  our  laurels. 

For  example,  our  Commercial  and  Industrial 
Equipment  Financing  Group  is  rapidly  expanding 
its  capabilities  and  extending  its  support  services. 
We've  grown  from  a  modest,  narrow-based  leasing 
company  into  a  broad-based,  fully  integrated 
distribution  finance  organization  and  we  will 
continue  to  grow. 

With  the  Heller  International/Fuji  Bank 
affiliation  firmly  established,  we've  been  able  to 
expand  both  the  scope  and  scale  of  our  activity  to 


include  such  "sophisticated"  services  as  time  sales 
financing,  floorplanning,  vendor  financing,  lease 
syndication  and  more.  This  increased  capability  is 
indicative  of  what's  happening  throughout  Heller. 

It's  happening  because  Heller  people  are 
committed  to  tailoring  financial  services  to  fit  your 
specific  needs.  To  giving  you  answers  that  increase 
your  capacity  for  growth  whatever  the  demands 
of  your  changing  market.  It's  happening  because 
we  want  to  be  more  than  just  lenders. 

If  your  time  is  now  and  you're  on  the  move, 
call  the  financial  services  team  that  isn't  resting 
on  its  laurels,  either. 

Call  the  new  Heller.  1-800-458-4924. 
(In  Illinois,  call  collect:  1-312-621-7880.) 


HELLER  INTERNATIONAL 

Asset-Based  Financing  •  Factoring  •  Equipment  Financing  •  Real  Estate  Financing 
105  West  Adams  Street,  Chicago,  Illinois  60603. 


MAY  BE  THE 
BEST  COMPUTER 

BOOK  YOU'LL 

EVER  BUY 


—  Business  Software 


The  new,  revised  edition  of  THE  READ- 
ER'S GUIDE  TO  MICROCOMPUTER 
BOOKS  is  here.  Nicita  and  Petrusha, 
POPULAR  COMPUTING'S  "MicroRe- 
view"  columnists,  evaluate  more  than 
1 ,000  titles,  rating  them  on  a  scale  from 
10  to  100.  Find  out  why  the  critics  raved 
about  the  first  edition: 

"Well-written,  complete,  witty  and  Intelli- 
gent. If  you  spend  any  money  at  all  on  mi- 
crocomputer books,  (buy)  this  one;  ft 'II  pay 
you  back  quickly." 

Microcomputing  Magazine 

"One  of  the  year's  outstanding  reference 
sources." 

American  Library  Association 


THE  READER'S  GUIDE  TO 

MICROCOMPUTER  BOOKS 

SECOND  EDITION 

480  pages 
B'Axli 


S29.95 
hardcover 


Available  from  Bookman  Service,  Dept.  K, 
1000  Dean  St.,  Brooklyn,  NY.  11238,  (Include 
$2.00  shipping  and  handling.  N.Y.  State  resi- 
dents add  8.25%  sales  tax).  Full  catalog  of 
computer,  business  and  reference  books 
available.  Quantity  discounts. 
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Computers  in  kilts 

A  year  ago  the  50-mile  stretch  be- 
tween Edinburgh  and  Glasgow  boast- 
ed "the  biggest  agglomeration  of  elec- 
tronics and  computer  companies  out- 
side the  U.S."  (Forbes,  Oct.  24,  1983). 
Saddled  with  15.8%  unemployment, 
Scotland  was  striving  to  turn  a  Pitts- 
burgh into  a  Palo  Alto,  using  as  lures 
the  6  universities  and  51  technical 
colleges  in  this  Central  Belt  and  what 
Donald  Harrison,  head  of  the  Scottish 
Development  Agency  in  the  U.S., 
calls  "more  college  graduates  than 
anywhere."  The  Scots  needed  all  the 
help  they  could  get.  Even  with  the 
40,000  jobs  the  area  had  in  computers 
and  biotechnology,  350,000  of  its  coal 
miners  and  steel-  and  autoworkers 
were  on  the  dole. 

Help  is  still  coming  to  Silicon  Glen. 
This  year,  for  example,  W.L.  Gore  & 
Associates  of  Delaware  agreed  to  add 
to  its  Scottish  operations  a  $7.5  mil- 
lion plastic-coating  plant  and  a  prom- 
ise of  75  jobs  to  Dundee.  Union  Car- 
bide would  generate  more  than  90 
jobs  in  a  new  $9  million  gas  mixing 
plant  in  Livingston  New  Town.  Fer- 
ranti,  the  U.K.  defense  company  that 
started  it  all  when  it  moved  its  elec- 
tronics operations  to  Scotland  40 
years  ago  to  get  away  from  the  London 
blitz,  was  adding  a  $4.2  million  opti- 
cal components  plant  in  Dundee,  for 
120  jobs.  And  from  California,  Jim 
Savage,  former  process  development 
manager  for  Fairchild  Electronics, 
was  coming  back  to  Scotland  to  form 
a  wafer  fabrication  equipment  com- 
pany. He  has  archly  named  it  Silicon 
Glen  Technology. 

During  the  last  four  years,  Harrison 
reports  from  his  Stamford,  Conn, 
headquarters  (the  SDA  also  has  offices 
in  Houston,  Chicago  and  San  Francis- 
co), his  agency  has  brought  Scotland 
$1.5  billion  in  "inward"  investment, 
principally  from  the  U.S. 

All  this  has  helped  Scotland  to 
work  down  its  unemployment  since 
last  year,  to  less  than  15%.  The  Glas- 
gow-Edinburgh glens  are  also  seeing 
more  and  more  of  a  U.S.  phenomenon: 
entrepreneurs  spinning  off  from  its 
electronics  companies  to  move  out  on 
their  own.  Prime  Minister  Margaret 
Thatcher's  government  has  eased  the 
once-heavy  taxes  laid  on  stock  op- 
tions, a  favorite  American  method  for 
rewarding  the  management  of  emerg- 
ing companies. 

Britain,  of  course,  still  rules  Scot- 
land, but  the  Scots  are  getting  more 
say  in  their  destinies.   If  the   SDA 
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wants  to  build  a  plant  for  a  new  arri- 
val, Harrison  says,  it  can.  If  grants  of 
funds  are  involved,  London  comes 
into  the  picture,  but  the  package,  the 
SDA  man  says,  is  made  in  Scotland. 

Harrison's  SDA  still  must  compete 
with  the  world  in  trying  to  lure  out- 
side industry.  Some  of  its  fiercest  ri- 
valry comes  from  across  the  Irish  Sea, 
where  Dublin  has  had  a  similar  oper- 
ation for  many  years.  During  the  past 
four  years,  when  Scotland  picked  up 
$1.5  billion  in  new  investment,  Ire- 
land's Industrial  Development  Au- 
thority corralled  $2.14  billion  from 
around  the  world,  creating  46,000 
new  jobs.  Some  $1.4  billion  of  that, 
along  with  30,000  jobs,  came  from  the 
U.S.  alone.  This  year  the  Irish  expect 
another  $350  million  and  9,000  jobs. 
Dublin  has  the  same  uphill  fight  that 
Edinburgh  faces:  Its  unemployment 
now  stands  at  16%. 


Pass  the  pasta 

A  generation  ago,  in  1948,  the  pasta 
business  was  the  preserve  of  250 
small,  specialized  regional  compa- 
nies. Perhaps  it  was  the  high  price  of 
meat  that  turned  Americans  on  to  a 
good  thing,  but  by  1980  per  capita 
pasta  consumption  had  doubled,  and 
suddenly  everyone  wanted  a  helping 
(Forbes,  Mar.  17,  1980).  In  five  years 
five  major  food  corporations — Pills- 
bury,  Borden,  Hershey  Foods,  Fore- 
most-McKesson  and  Ranks  Hovis 
McDougall,  the  British  grain  and  bak- 
ing giant — had  spent  $240  million 
buying  into  nine  regional  pasta  manu- 
facturers. About  40%  of  the  $900  mil- 
lion retail  market  was  controlled  by 
the  majors,  and  their  long-term  goal 
was  to  establish  a  national  brand. 

A  national  brand  of  pasta  is  still  a 
dream,  and  some  big  names  have  al- 
ready given  up.  McKesson  sold  its 
C.F.  Mueller  subsidiary  to  CPC  Inter- 
national for  $123  million  last  Decem- 
ber (Forbes,  Dec.  19,  1983).  Pillsbury 
has  agreed  to  sell  American  Beauty  to 
Hershey  Foqds  for  an  undisclosed 
sum.  It  was  marketed  in  23  states; 
Pillsbury's  other  brands  are  national, 
and  bringing  pasta  national  would 
have  taken  capital  it  wanted  to  invest 
elsewhere.  Coca-Cola,  which  had 
bought  Ronco  in  1982,  has  agreed  to 
sell  the  $20  million  (sales)  subsidiary 
to  Borden. 

"People  wanted  to  take  one  particu- 
lar brand  national,  but  because  of 
strong  regional  labels  it  just  hasn't 
worked,"  explains  C.  Mickey  Skin- 
ner, president  and  CEO  of  Hershey's 
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Sometimes  in  our  hunger 
for  results  we  forget 

we're  building  tomorrow's 

America  as  surely 
as  our  predecessors 

built  today's. 


Our  striving  for  success  is  pointless  unless 
it  strengthens  the  foundation  upon 
which  those  who  come  after  us  can  build. 
If  we  keep  our  efforts  in  that  direction, 
we  can  truly  say  we  work  for  America.      A 


1 


ORTH 

E  We  work 
for  America. 
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InterNorth  is  an  international  energy-based  corporation  involved  in  exploration  and  production  of  oil  and  natural  gas, 
natural  gas  transportation  and  distribution,  liquid  fuels  and  petrochemicals.  International  headquarters:  Omaha,  Nebraska 


ne  mechanical  guarantee. 
T :  untfiin  Pen.  From  $80  to  $800. 
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Follow-Through 


San  Giorgio-Skinner  pasta  firm.  But 
although  that  strategy  didn't  work, 
pasta  has  not  lost  its  zest.  At  4%  a 
year  the  business  has  grown  three 
times  faster  than  other  dry  grocery 
products.  Pasta  sales  should  hit  $1.3 
billion  this  year;  $1  billion  at  retail, 
the  rest  in  institutional  sales.  The 
American  public  will  consume  more 
than  2  billion  pounds;  and  sales  may 
double  by  1990,  says  the  National 
Pasta  Association.  (Italian  imports  are 
taking  $55  million  of  that  retail  mar- 
ket and  grew  50%  this  year.) 

New  companies  are  still  coming  in. 
General  Foods  bought  New  York's 
$60  million  (sales)  Ronzoni  Corp.  last 
February  for  $52  million. 

Those  left  in  the  business  hope  to 
reap  big  gains.  With  American  Beau- 
ty, Hershey  says  it  will  have  about 
1 7.5%  of  the  retail  market  and  will  be 
the  largest  manufacturer  and  distribu- 
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Pasta,  pasta,  pasta 

SHU  hunting  a  national  brand. 

tor  of  branded  pasta  in  the  U.S.  Borden 
will  have  about  a  12%  share  of  the 
market,  says  Jon  Hettinger,  senior 
group  vice  president  of  Borden's  gro- 
cery and  specialty  products,  and  is 
expanding  its  Creamette  line  by  10% 
a  year  by  moving  into  new  regions. 
Eventually  Borden  wants  "a  quality 
national  product,"  he  says,  but  it  is 
also  eyeing  pasta  for  possible  conve- 
nience food  lines.  CPC  has  the  same 
idea  for  Mueller's,  now  available  in 
half  the  nation;  that  half  consumes 
56%  of  the  pasta  in  the  U.S.  "There  is 
a  lot  of  growth  in  value-added  prod- 
ucts, like  sauces,"  says  Donald  Ber- 
man,  a  CPC  business  director,  noting 
that  frozen  entrees  like  Stouffer's 
Lean  Cuisine  have  done  very  well. 
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AHH.  ITS  LONELY  RT  THE  TOE 
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TWA's  FIRST  CLASS  SLEEPER-SEAPTO  EUROPE 

AND  THE  AMERICAN  EXPRESS"  CARD  PUT  YOU 

COMFORTABLY  AHEAD  OF  THE  CROWD. 

Success  has  its  rewards.  And  TWA's  First  Class 
and  the  American  Express  Card  are  two  rather 
impressive  examples. 

In  TWAs  First  Class  you  can  select  from  a  menu 
that  includes  caviar  and  champagne.  Entrees  like 
Chateaubriand.  And  vintage  wines  like  Puligny- 
Montrachet. 

Then  stretch  out  comfortably  in  a  Sleeper-Seat,sm 
and  sleep  the  flight  away. 

And  as  a  First  Class  passenger,  you'll  be  treated 
accordingly  from  the  moment  you  first  reach  the 
airport.  With  a  separate  check-in  desk  for  your 
convenience.  And  a  special  invitation  to  relax  in 
TWAs  Ambassadors  Club®  lounge  before  your  flight. 

And  when  you  take  the  American  Express®  Card 
along,  you  have  an  ideal  travelling  companion. 
Because  it's  known  and  welcomed  all  over  the  world. 

So  you  can  use  it  to  pay  for  your  TWA  tickets, 
your  hotel,  rental  car, 
meals — or  just  about 
anything  else  that  strikes 
your  fancy  along  the  way. 

And  of  course,  when 
you  carry  the  American 
Express  Card,  you  carry 
all  the  cachet  that  comes  with  it.  Don't  leave  home 
without  it.® 

And  do  take  TWAs  First  Class  on  your  next  trip 
to  Europe.  It's  in  a  class  by  itself. 

You're  going  to  like  us 


There  are  many  good  places 
to  locate  a  business,  for  many 
good  reasons.  Consider  Tulsa 
for  all  these  same  reasons.  In- 
cluding the  benefits  of  across- 
the-board  low  costs  and  busi- 
ness growth  opportunities. 
Take  our  word  on  it.  Or, 
take  the  independent  words  of 
Battelle-Columbus  on  an  W§«ll 

analysis  of  Tulsa  for  a  variety  mmHWiikW. 


of  business  location  interests. 
To  reguest  your  Battelle  feasi- 
bility brief,  write  or  call: 
Rick  Weddle,  Tulsa 
Economic  Development 
Commission,  616  South  Boston, 
Room  2005,  Tulsa,  Oklahoma 
74119,  918  585-1201. 


Tulsa. 

For  any  business  state  of  mind. 


Readers  Say 


Proposition  36 

Sir:  I  was  surprised  and  disappointed 
by  your  shallow  and  uncritical  article 
on  Mr.  [Howard]  Jarvis  (Sept.  24).  Al- 
though I  dislike  paying  taxes  as  much 
as  the  next  person,  I  recognize  that 
the  real  effect  of  Mr.  Jarvis'  efforts 
will  be  shifting,  not  cutting,  taxes. 
And,  like  Proposition  13  before  it, 
Proposition  36,  if  passed,  is  likely  to 
further  centralize  governmental  deci- 
sion making  in  Sacramento  rather 
than  leaving  it  at  the  more  responsive 
local  level.  By  creating  two  classes  of 
taxpayers,  Proposition  36  will  do 
more  to  factionalize  the  electorate 
than  bridle  the  elected. 

Forbes  has  done  its  readers  no  ser- 
vice by  merely  repeating  the  curmud- 
geon's quotable  quotes. 
— Michael  Patrick  George 
Vice  President, 
The  First  Boston  Corp. 
San  Francisco,  Calif. 


Time  to  reconsider 

Sir:  I  was  startled  to  see  your  enthusi- 
astic endorsement  (Fact  and  Comment, 
Oct  1)  of  a  statement  by  Andrew 
Sigler  of  Champion  International 
with  respect  to  cutting  Champion's 
dividends  in  order  to  avoid  laying  off 
employees.  I  think  you  would  find 
that  "institutional  investors"  are  gen- 
erally managing  money  for  ordinary 
citizens,  usually  pension  recipients 
trying  to  pay  their  bills  just  like  his 
employees.  I  suggest  you  reconsider. 
— -John  Ray  Turbyfill 
Norfolk,  Va. 

Sir:  It's  not  that  I'm  not  flattered  by 
your  generous   (I   think)    suggestion 
[that  I  should  be  in  the  new  Cabinet], 
but  it's  an  appalling  idea  to  anyone 
who  dislikes  luncheons  and  dinners 
as  much  as  I  do. 
— Andrew  C.  Sigler 
Chairman  of  the  Board, 
Champion  International  Corp. 
Stamford,  Conn. 


Big  joke 

Sir:  Your  statement  about  Social  Se- 
curity making  turning  65  into  a  big 
deal  (Fact  and  Comment,  Aug.  27)  is  a 
joke  in  my  case  and  all  others  in  my 
situation.  I  contributed  the  absolute 
maximum.  Now,  at  65,  I  choose  to 
continue  to  work.  Obviously,  I  don't 
expect  to  receive  payments  while  I  am 
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working,  but  it  is  adding  insult  to 
injury  to  have  to  continue  to  pay  into 
the  system  after  65. 
— Richard  Cyphers 
Huntington,  N.Y. 

Sir:  If  individuals  were  allowed  to  re- 
tain more  of  the  fruits  of  their  labors, 
many  would  delay  retirement,  leaving 
more  money  in  the  system. 
— Ernest  F.  Daniel 
Augusta,  Ga. 

Sir:  Wouldn't  you  know,  after  work- 
ing hard  all  my  life,  paying  taxes  on 
what  I  earned,  and  managing  to  save  a 
little,  the  politicians  seem  to  say: 
"Now  that  he  is  ready  to  retire,  we'll 
tax  him  when  he  spends  his  savings." 
—Raphael  F  Klee 
Tinley  Park,  III. 


Right  salad 

Sir:  Re  the  New  York  Times  article  con- 
cerning Clark  Clifford  and  Emily  Post 
(quoted  in  Other  Comments,  July  16). 
The  story  was  far  more  amusing  than 
truthful.  The  salad  is  placed  to  the 
sitter's  left.  Thus,  Ms.  Post  would 
have  to  reach  past  her  own  salad,  over 
Mr.  Clifford,  in  order  to  steal  his  salad. 
— Patrick  Banchy 


New  York,  N.Y. 


Exorcising  the  "e" 

Sir:  The  item  on  Kearny  Hammer's 
experience  with  the  spelling  of  Con- 
corde Tower  (Fact  and  Comment,  Sept. 
10)  brought  to  mind  when  I  was  editor 
of  a  prestigious  women's  club  periodi- 
cal. An  author  submitted  an  article  in 
which  the  "devil  was  exorcised."  The 
printer's  proof  came  back  "exercised." 
I  repeatedly  corrected  it,  to  no  avail. 
When  the  periodical  was  mailed,  the 
devil  was  still  exercised,  and  so  were 
the  author  and  myself. 
— Gahriel/e  Hastings 
Manchester  Center,  Vt. 


Brief  Yourself  on 

Tulsa 

for  Any  Business 
State  of  Mind. 

Battelle-Columbus  studies 
show  Tulsa  as  a  most  desira- 
ble place  to  locate  virtually  any 
business.  Which  you  can  see 
for  yourself  without  obligation. 

To  request  your  Battelle 
reports,  just  check  any  of  the 
boxes  below.  Then  send  this 
ad  with  your  business  card  to: 
Rick  Weddle,  Tulsa  Economic 
Development  Commission,  616 
South  Boston,  Room  2005, 
Tulsa,  Oklahoma  74119.  Or  call 
918  585-1201. 

□  Electronic  Components  and 
Instruments  Manufacturing 

□  Medical  and  Surgical 
Instruments 

□  Plastic  Products 
Manufacturing 

□  Machinery  and  Transporta- 
tion Equipment 
Manufacturing 

□  General  Manufacturing  and 
Related  Activities 

□  Data  Processing  and  Admin- 
istrative Activities 

□  Research  and  Development 
Activities 

You'll  learn  about  Tulsa's 
young,  educated,  and  reliable 
work  force.  Its  low  cost  of 
taxes,  utilities,  and  energy.  Its 
central  location  and  superior 
transportation  by  air,  land,  and 
water.  And  its  superb  quality  of 
life  in  climate,  housing,  recrea- 
tion, culture,  education,  and 
more. 

That's  Tulsa.  As  in  Okla- 
homa. A  progressive  place  to 
state  your  business. 
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YOUCM 
MORE  IMAGINATIV 

THE! 


The  Investm^ 


c  1984  Shearson  Lehman  /American  Exp 


JTORD  TO  BE 
tfHEN  YOU  HAVE 


We're  asked  to  do  more  mergers, 
acquisitions,  and  divestitures 
than  any  other  firm. 

We're  called  upon  to 
become  involved  in  more  of 
the  largest  and  most  complex 
domestic  and  international 
financial  restructurings  than  any 
of  our  remarkably  fine  competition. 

We  apply  ourselves  with 
aggressive  thoroughness,  testing 
and  challenging  assumptions, 
constantly  redefining  the  problem 
until  a  solution  is  reached. 

We  have  the  resources  to 
afford  virtually  any  size  proposition. 
Even  those  in  excess  of  a  billion 
dollars.  So  our  imagination  is  not 
straitjacketed  by  the  magnitude 
of  the  deal.  

heardotusPSyOU'Ve       SHEMttON 
Surname,  LEHMAN 

Lehman  Brothers. 


^kers  of  Lehman  Brothers 


'AMERICAN! 


JEXRRESSI 


AN  AMERICAN  EXPRESS  COMPANY     <R) 


n  Tokyo, 
one  hotel's  guest 
register  reads 
like  aWho's  Who 
in  the  world  of 
business  and  finance. 


Tokyo,  Japan 


In  a  class  by  itself 

Iwajiro  Noda,  Chairman  Emeritus 
Tatsuro  Goto,  President  &  General  Manager 

Host  to  chiefs  ot  state,  financial  leaders  and  executive  travelers  from  around  the  world. 
Hotel  Okura  is  conveniently  located  adjacent  to  the  American  Embassy. 

oneoftheFJeadingHotels  ofthcfWorld* 

See  your  travel  agent  or  our  hotel  representatives: 

The  Leading  Hotels  of  the  World  Tel:  800  223-6800  Toll  Free,  212  838-3110  Collect 

R.F.  Warner,  Inc.  Tel:  800  223-6148  Toll  Free,  212-661-3210 

J.A.  Tetley  Co.  Tel:  800-421-0000  Toll  Free,  213-388-1151 


Readers  Say 
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Positive  return 

Sir:  For  the  12  months  ended  June  30, 
1984,  the  total  return  of  the  Shearson 
Fundamental  Value  Fund  was  [not] 
the  -6.8%  as  shown  on  page  82  of  the 
1984  Mutual  Fund  Survey  (Aug.  27). 
— Kenneth  M.  Roberts 
President, 

Shearson  Fundamental  Value  Fund  Inc. 
Spokane,  Wash. 

The  total  return  should  have  been 
+ 1.2%.— Ed. 


Make  the  host  liable 

Sir:  Isn't  the  host  who  gets  his  guests 
drunk  and  calmly  waves  goodbye  to 
them  as  they  drive  off  a  manifest  dan- 
ger from  whom  we  deserve  protection 
("Supreme  Nonsense  From  N.J.  Su- 
preme Court, "  Fact  and  Comment,  Aug. 
2?y.  If  the  law  in  New  Jersey  just 
makes  hosts  take  more  care,  won't  it 
be  worth  it? 
—Jan  R.  Harrington 
New  York,  NY. 

Sir:  Having  people  answer  for  their 
actions  (both  the  drinker  and  server)  is 
one  of  the  cornerstones  of  our  society. 
—/./•".  Doeringjr. 
East  Peoria,  III. 


Still  admissible 

Sir:  I  take  issue  with  your  contention 
that  "Dink  Stover  couldn't  get  into 
Yale  today"  ( Personal  Affairs,  Aug.  13). 
After  all,  as  your  author  points  out, 
admissions  directors  smile  on  appli- 
cants with  established  media  creden- 
tials. Think  of  all  the  invitations  Mi- 
chael Jackson  would  receive  from  uni- 
versities     if     he      announced     his 
intention  to  attend  college. 
— Matthew  (Dink)  Stover 
Yale  '76 
New  York,  NY. 


New  York's  my  home 

Sir:  In  your  Sept.  24  issue,  you  state 
that  Pan  Am  is  the  only  international 
carrier  still  based  in  New  York  City. 
Last  time  I  looked,  Trans  World  Air- 
lines was,  and  is,  headquartered  in 
New  York  as  well. 
— Sally  C.  McElwreath 
Director,  Public  Affairs, 
Trans  World  Airlines 
New  York,  New  York 
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LET 
GRAND  CENTRAL  TERMINAL 


Many  New  York  office 
buildings  claim  to  be  con- 


BE  YOUR 


your  key  unlocks  not 
only  your  office  door  but 


venient  to  all  trans-     f   TA  K  TXDT^T  I    Aa  wealth  of  amenities 


portation. 

But  the  Pan  Am  Building  offers 
its  tenants  something  better.  The 
ultimate  in  civilized  convenience: 
direct,  enclosed  access  to  New  York's 
railroad  and  subway  hub. 

Walk  unencumbered  from  your 
train  through  Grand  Central 
Terminal  into  one  of  New 
York's   most   celebrated 
buildings. 

Cross  the  lobby  and  step 
onto  one  of  the  59  high- 
speed elevators.  Maximum 
wait:  12  seconds. 

Upon  reaching  your  floor, 


offered  through  our 
Executive  Services  Director. 

His  sole  responsibility  is  your 
special  business  needs.  Like  limou- 
sines, theatre  tickets  or  teleconfer- 
encing. He  can  even  serve  as  your 
catering  coordinator  for  almost  any 
kind  of  function. 

So  if  your  company  is 
considering  a  move,  call 
Cross  &  Brown  Company, 
at  212-986-2100.  And  see 
what  makes  the  Pan  Am 
Building  such  a  civilized  work 
environment. 

Especially  on  rainy  days. 


The  Pan  Am  BuiLDiNcTtiE  World's  Most  Cmuzed  Work  Environment. 


©  1984  Cross  &  Brown  Company,  New  York,  N.  Y. 
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Olds  Delta  88  Luxury  Sedan. 

New  luxury 
for  you  and  five  friends. 


GM 


The  Delta  88  has  become  one  of  the  best-selling  cars  in 
America  by  being  so  utterly  comfortable. 

Now  there's  a  new  luxury  version- 
to  combine  the  six-person  roominess 
you  need  with  the  elegance  you  want. 
Premium  accessories  are  all  stan- 
dard-air conditioning,  digital  clock, 
AM-FM  stereo?  impeccable  tailoring, 
velour  seating,  tinted  glass,  deep  plush- 
pile  carpeting,  wire  wheels,  and 
powerful  5.0L  V8  engine. 
Plus  power  everything: 
power  brakes,  power  door  locks,  power  windows, 
six-way  power  driver's  seat,  power  steering,  the  works. 

Here  is  family-size  luxury  in  America's  popular 
family-size  car.  Call  your  friends  and  take  a  ride! 

Oldsmobiles  are  equipped  with  engines  produced 
at  facilities  operated  by  GM  car  groups,  subsidiaries 
or  affiliated  companies  worldwide. 
*May  be  deleted  for  credit. 


"With  all  thy  getting  get  understanding' 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


IF  TOU  FEAR  THAT  OUR  GREAT 

foundation,  rest  easy. 

Take  a  look  at  this  picture.  You 
know  what  it  shows? 

It  was  snapped  at  5  a.m.  (in  Buffa- 
lo) outside  just  one  of  the  banks  in 
New  York  State,  where  people  be- 
gan lining  up — and  lying  down — all 
night  to  be  earliest  among  those 
considered  for  subsidized  home 
mortgage  loans  at  11% — about  3%  below  prevailing  rates. 

This  portion  of  the  New  York  program  covered  3,500 


RECOVERY  RESTS  ON  A  WEAK 

loans,  which  can  result  in  a  saving  of 
up  to  $4,000  a  year  on  a  mortgage. 
People  lined  up  by  tens  of  thousands, 
which  should  tell  even  the  dourest 
doubters  that  there's  one  whale  of  a 
pent-up  demand  for  realizing  the 
traditional  American  dream  of  own- 
ing one's  own  pad.  What  a  trigger  two 
or  three  percentage  points  would 

make  reigniting  the  economy  in  the  unlikely  event  that  its 

present  forward  stride  should  falter  a  bit. 


Joe  Traver/Neu '  York  Times 


MR.  MONDALE  SHOULD  MEET  WITH  MR.  MITTERRAND 


When  Socialist  Francois  Mitterrand  became  French 
President  three  years  ago,  he  nationalized  industries, 
banks  et  al.  right  and  Left.  His  government  greatly  expand- 
ed its  spending  and  ran  up  vast  foreign  debts  and  taxes  to 
pay  for  his  piping. 

But  even  as  freshly  nominated  Mr.  Mondale  "coura- 
geously" announced  he  would  enact  new  taxes  if  elected, 
the  French  President  unveiled  a  surprise  series  of  imme- 
diate income  tax  cuts  and  plans  for  additional  tax  cuts  in 
the  remaining  four  years  of  his  term.  In  Mitterrand's  first 
three,  France  went  from  having  one  of  the  lowest  tax 


burdens  in  the  West  to  one  of  the  highest. 

The  spend- and- tax,  tax-and-spend  program  dumped 
France  into  deep  recession  and  record  unemployment. 

Reversing  his  field,  Mitterrand  has  now  adopted  enthu- 
siastically the  Reagan  cut-taxes-and-reduce-government- 
spending  approach. 

To  pay  off  on  his  multiple,  countable  promises  to  special 
interest  groups,  Mr.  Mondale  doubtless  would  need  new 
tax  revenues,  but  first  there's  the  matter  of  getting  elected. 

Maybe  getting  a  bit  of  tax  advice  from  President  Mitter- 
rand might  be  helpful  to  candidate  Mondale. 


CIVIL  SERVICE  HAS  ITSELF  BECOME  SUCH  A  SPOILS  SYSTEM 


that  a  fed-to-the-teeth-with-bureaucracy  public  threatens 
to  support  a  return  to  the  old  one. 

Once  in  a  civil  service  job,  one  needs  only  to  live  to 
rise.  It's  near  impossible  to  be  fired  for  incompetence, 
indifference,  woeful  attendance,  insubordination  or  even 
being  caught  red-handed  in  the  cooky  jar  (you  just  state 
you  were  testing  to  see  if  the  cookies  were  fresh  and 
intended  to  put  'em  back).  Where  there's  no  fire,  there's 
no  fervor.  It  isn't  a  case  of  the  public  be  damned.  It's  a 


case  of  "the  public — who  them?" 

The  Reagan  Administration  has  proposed  rule  changes 
that  would  introduce  a  wee  element  of  job  performance  as 
part  of  determining  promotion  and  pay  raises  that  are  now 
automatic  for  practically  all  those  eligible. 

When  Congress  passed  the  civil  service  act  slightly  more 
than  100  years  ago  after  a  disappointed  job  seeker  assassi- 
nated President  Garfield,  it  sure  didn't  have  in  mind  that 
its  baby  would  grow  into  such  an  uncivil  monster. 
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ITS  JOLTING  HOW  SHARP  TODAYS  TEENERS  ARE 


Livewire  is  a  cable-TV  program  that  Time  describes 
as  "an  exuberant  variety  talk  show  for  early  teens."  The 
newsweekly  dubbed  it  as  among  "the  best  of  1983." 
One  afternoon  the  show  had  within  its  guest-mix  the 
famed  rock  musician-composer  Frank  Zappa,  his  teen- 
age daughter,  Moon  Unit,  and  me.  Both  before  and  after 
quizzy  interviews  by  humorist  Fred  Newman,  the 
young  audience  commented  and  quer- 
ied— sharp  and  to  the  point. 

Of  Frank  Zappa  they  wanted  to 
know,  "How  did  you  get  the  name 
Moon  Unit  for  your  daughter?" 

Zappa:  It  came  from  up  there  and 
then  through  here  and  to  there. 

Q  (asked  of  Moon  Unit):  And  I 
heard  that  you  actually  at  one  time 
wanted  to  change  your  name. 

Moon:  Something  normal.  I  wanted 
to  be  named  Beauty  Heart. 

Q:  I  think  you  are  lucky  you  stuck 
to  Moon  Unit.  Really,  really.  Do  peo- 
ple react  a  little  differently  because  of  your  name? 

Moon:  I  got  hassled  when  I  was  in  elementary  school, 
but  you  got  to  get  tough,  you  know.  You  got  to  fight  back. 

Q:  I  have  a  question  for  Moon  Unit.  Is  your  Dad  a 
disciplinarian?  Is  he  a  stiff  father?  He  seems  very,  very 
easy  to  me,  you  know,  not  like  a  twelve-o'clock-cur- 
few-type father. 

Zappa:  I  like  to  see  who  she  is  hanging  out  with.  Yes. 
Because  I  am  an  Italian  dad,  you  know.  That's  what  you 
do.  You  have  to  see  who  she  is  going  out  with. 

Q:  Does  he  make  them  feel .  .  .  does  he  give  them  like 
the  up  and  down? 

Zappa:  No,  I  got  radar.  I  don't  need  to  go  up  and  down; 
it's  boom,  like  that. 


Zappa  to  MSF:  "With  all  this  plastic 
in  my  wallet,  who  needs  money  I" 


Q  (Fred  Newman  to  the  audience):  When  I  say  "mil- 
lionaire," what  pops  into  your  mind? 
A:  A  snobby  person. 
Q:  Yes.  What  else? 

A:  Well,  it  really  depends  on  what  kind  of  million- 
aire. Whether  it's  self-made  or  inherited. 
Q:  Okay.  So  inherited  would  be  what  kind? 
A:  The  stuffy  type. 
Q:  Right.  And  self-made? 
A:  Entrepreneurial  and  very  smart 
and  very  businesslike. 

A:  A  millionaire  is  a  snobby  type  of 
person.  You  know,  if  it  rains,  he's 
going  to  drown  because  his  nose  is  up 
in  the  air.  To  me,  they  are  always  out 
for  money.  Always.  Never  satisfied. 

Q:  So  they  aren't  particularly  hu- 
man, you  don't  think? 
A:  They  could  be. 
Q  (to  MSF):  Are  you  stunned  by 
what  you  just  heard  right  there? 


MSF:  No.  That's  the  image.  And  some  are  that  way. 

Q:  Did  you  ever  go  through  a  time  when  you  rebelled 
against  your  money? 

MSF:  Rebelled  against  my  money?  Oh,  no.  I  have 
never  rebelled  against  it.  I  have  sometimes  rebelled 
against  the  limitations  of  age  or  things  that  I  can't  do,  but 
not  against  the  money.  Money  is  a  great  facilitator.  You 
know,  it  gives  you  a  lot  of  independence.  If  you've  got 
$50  in  the  bank,  you  know  you  can  decide  what  you  are 
going  to  buy,  either  for  yourself  or  a  Christmas  present. 
You  have  some  independence.  Every  dollar  that  you 
have  extra  is  a  little  bit  of  independence  to  make 
decisions.  You  don't  have  to  say  .  .  .  "Mom,  can  I?  Dad, 
can  I?"  And  so  forth.  It  gives  you  a  little  elbow  room. 


ONE  AD  SPACED  OUT,  THE  OTHER  DOWN  TO  EARTH 


Who  could  miss  this  irresistibly 
bubbling  Perrier  point?  One  reader 
did,  writing,  "I  prefer  to  see  pink 
elephants  my  way."  But  this  adver- 
tisement is  artfulness  personified. 

On  the  other  hand,  can  you  tell 
me  what's  the  point  of  this  Bos- 
ton Safe  Deposit  and  Trust  Com- 
pany message?  Is  the  pleasant  wa- 
tercolor  an  answer  to  their  ques- 
tions? Maybe  someone  can 
answer  all  four  questions — their 
two  and  our  two. 


Do  you  know 
where  you're  going? 


already  there? 


Boston  Safe  [  V-posit 
and  Trust  Company 
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THERE  ARE  STILL  THOSE  OF  US  GRATEFUL 

that  some  time  ago  the  discovery  of  fire  made  the  cooking     raw  meat  is  raw  meat  is  raw  meat  is  raw  meat. 


of  food  possible. 

I  don't  care  how  pretty  the  appearance  or  the  name  sushi 
may  be,  to  me  raw  fish  is  raw  fish  is  raw  fish  is  raw  fish. 
And  no  matter  how  pricey  steak  tartare  may  be,  ground 


As  for  the  nouvelle  plague,  vegetables  quickly  passed 
through  lukewarm  water  are  raw  vegetables.  In  this  case, 
they're  much  better  if  served  up  honestly  as  crudites — 
with  a  tasty  dip. 


WHAT  A  CHILLING  THOUGHT 


"Dear  Mr.  Forbes: 

"This  is  not  a  request  for  you  to  buy  anything;  it  is  a 
suggestion  that  may  save  your  life  and  greatly  extend  it,  if 
your  secretary  has  the  good  sense  to  allow  you  to  see  it. 
(The  benefit  to  me  will  be  indirect.) 

"I  am  the  author  of  The  Prospect  of  Immortality  (Double- 
day,  1964  and  various  other  editions)  and  Man  into  Super- 
man (St.  Martins,  1972  and  various  other  editions).  I  am 
considered  the  principal  founder  of  the  cryonics  movement, 
which  advocates  the  use  of  special  methods  of  cryogenic 
storage  at  death,  in  hope  of  eventual  rescue — revival,  repair, 
rejuvenation,  rehabilitation,  and  improvement. 

"Most  of  my  closest  relatives  and  friends  will  be  fro- 

IT'S  RARELY  A  GOOD  DEAL 

if  only  one  party  thinks  it  is. 


zen — placed  in  'cryonic  suspension' — at  death.  We  will 
have  our  chance  at  indefinitely  extended  life  ('immortal- 
ity' in  the  weak  sense)  through  our  existing  organizations. 
But  to  maximize  our  chances,  we  need  stronger  and  bigger 
organizations  and  accelerated  research. 

"If  you  eventually  decide  that  a  chance  at  greatly  ex- 
tended and  improved  life  is  better  than  permanent  death, 
you  can  either  join  and  support  an  existing  organization, 
and  help  to  improve  it,  or  you  can  form  a  new  one.  I  will 
benefit  in  either  case." 

In  living,  particularly  in  business,  we've  learned  that 
putting  things  on  ice  is  one  good  way  to  get  rid  of  'em. 

But  for  people,  there  are  simpler  ways. 

BEING  TOO  GRABBT 

makes  such  businesses  and  people  grubby. 


•  New  York  1932:  The  Wonder  City— by  W.  Parker  Chase 
(New  York  Bound,  $9.95).  This  52-years-ago,  exclamation- 
pointed,  worshipful  panegyric  to  New  York  has  to  be  read 
to  be  believed.  An  absolute  delight,  chockablock  with 
unintentioned  chuckles. 


BOOKS 

gate  way  to  New  York's  Great  White  Way.  Twenty-five 
years  ago  largely  a  residential  section.  Today,  42nd  Street 
at  Broadway  is  reputed  to  be  "the  livest  spot  on  earth!"  No 
street  in  the  world  can  present  such  a  picture!  Yes — ,  42nd 
Street  has  certainly  changed! 

Edisto — by   Padgett   Powell   (Farrar 

Straus  Giroux,  $11.95).  The  pubescent 

from  whose  lips  this  tale  of  really  wacky 

years  falls  is  a  savvy,  wee  so-and-so.  You 

have  to  wade  through  an  awful  lot  of 

drawlin'  drift  to  catch  some  of  it,  but 

there's  a  rewarding  couple  of  hours  here. 


Excerpts:  The  Chorus  Girls  of  New  York  (see  above):  A 
modest  girl  in  anyothei  vocation  would  thoroughly  resent 
any  suggestion  that  she  show  herself  in  a  semi-nude 
condition,  and  yet  a  chorus  girl  must  appear  before  a  host 
of  strangers  nightly  as  nearly  nude  as  the  law  will  allow.  It 
is  up  to  the  girl  herself  as  to  whether  she  will  consider  same 
as  strictly  business,  or  whether  she  loses  all  sense  of 
decency,  poise,  and  character  and  lets  the  stage  ruin  her. 
New  York's  chorus  girls  are  a  very  superior  type  of  young 
womanhood.  .  .  .The  Working  Girls  of  New  York:  Of 
course  there  are  chorus  girl  jobs  for  attractive  girls,  oppor- 
tunities to  act  as  hostesses  at  dance  halls,  etc.,  but  the  girl 
who  has  ambition,  self-respect,  character  and  a  desire  to  be 
somebody  can  be  somebody  if  she  will  make  the  effort.  She 
does  not  have  to  depend  solely  upon  good  looks,  dress  or 
feminine  charm  to  get  somewhere  in  New  York.  .  .  .  42nd 
Street:  The  street  that  has  astounded  the  world!  The  street 
of  a  million  daily  paraders!  The  street  of  throbbing  busi- 
ness in  day  time  and  of  unrestrained  play  at  night — the 


Excerpts:  I  realize  now  I  sort  of  trusted 
her  as  the  commander  all  along,  the  man  in  charge,  like  at 
Parris  Island,  where  they  say  that  even  though  what  they 
do  to  you  and  ask  you  to  do  looks  bad,  if  not  insane,  you 
won 't  get  hurt  if  you  do  what  they  tell  you.  If  you  trust  the 
man  in  charge.  And  on  top  of  that,  you'll  thank  them  for 
making  you  let  sand  fleas  burrow  a  quarter  inch  into  your 
hide  and  for  breaking  your  nose  if  you  scratch  at  one.  So  I 
sort  of  knew  or  trusted,  in  this  way  at  least,  the  principle 
of  the  man  in  charge,  and  she  was  him,  and  I  believe  it  did 
not  hurt,  and  I'll  do  that  thanking  in  the  end.  .  .  .  That's 
what — her  soldiering  all  along — got  Taurus  for  me.  All 
through  the  liquor  and  leftovers  and  coroners  and  men- 
dacity is  this  other  string-pulling  shadowy  maneuvering 
of  things,  mostly  for  me.  So  don't  get  down  on  your 
mother  if  she's  drunk  a  lot,  demanding,  promiscuous, 
imperious,  or  anything.  Because  you  might  be  wrong,  you 
might  not  see  the  good  soldier  marching  all  along  down  in 
the  trenches,  for  you.  And  you  might  be  an  igno,  after  all. 
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Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editors  mind.-MSF 


Shift  to  the  Right 

Nobody  predicts  the  end  of  France's 
broad  socialist  movement,  but  the 
movement  itself  is  veering  sharply 
rightward.  Through  opinion  polls  and 
the  results  of  [local]  elections,  "It  has 
become  obvious  that  the  voters  didn't 
elect  us  to  overturn  the  system,"  a 
prominent  Socialist  explains.  "The 
idea  now  has  to  be  to  make  the  cap- 
italist system  work  better  than  the 
capitalists  themselves  made  it  work." 

Socialist  President  Francois  Mitter- 
rand's former  finance  minister,  Jac- 
ques Delors,  adds,  "For  a  year  and  a 
half,  the  president  of  the  republic  has 
been  singing  the  virtues  of  private  en- 
terprise and  the  need  for  moderniza- 
tion, and  this  has  helped  create  a  new 
climate  in  the  country.  Never  in  40 
years  has  private  enterprise  been  as 
popular  in  the  polls  as  it  is  now." 

For  many  French  voters,  the  U.S. 
economic  revival  has  also  strength- 
ened the  shift  to  the  right.  "The  results 
of  theU.S.economyunder  Reagan  have 
confirmed  the  importance  of  having 
less  regulation  and  lower  taxes,"  says 
Rene-Pierre  Gayraud,  an  official  of  an 
employers'  association  in  Chalon. 

— Roger  Ricklefs, 
Wall  Street  Journal 

Tender  Gender 

It's  true  that  men  who  cry  are 
sensitive  to  and  in  touch  with  feel- 
ings, but  the  only  feelings  they  tend 
to  be  sensitive  to  and  in  touch  with 
are  their  own. 

— Nora  Ephron,  Heartburn 

The  Buddy  System 

A  fact  about  the  civil  service  of 
which  the  average  citizen  is  unaware 
emerged  in  a  recent  investigation  of 
the  Secret  Service  by  the  Better  Gov- 
ernment Association.  One  Secret  Ser- 
vice recruiter  told  the  BGA  that  half 
the  120  people  he  had  hired  were 
friends  or  relatives  of  high-ranking  of- 
ficials of  the  Secret  Service. 

What  the  BGA  did  not  seem  to  real- 
ize is  that  this  has  been  true,  not  just 
of  the  Secret  Service,  but  of  the  civil 
service  generally — and  for  a  long 
time.  A  patronage  system  based  on 
politics  has  been  changed  into  a  pa- 
tronage system  based  on  friendship. 
It's  called  "the  buddy  system." 

One  reason  for  this  was  explained 


in  a  recent  issue  of  he  Monde.  The 
civil  service  scandal  is  worldwide: 
"The  children  of  French  government 
employees  are  twice  as  likely  as  other 
people  to  become  government  em- 
ployees themselves.  What  is  passed 
on  from  parent  to  child  is  not  only  a 
penchant  for  public  service,  but  an 
awareness  of  the  security  that  such 
employment  procures.  .  .  .  Once  a 
government  employee,  you  cannot  be 
made  redundant;  you  can  look  for- 
ward to  a  trouble-free  career,  an  in- 
dex-linked salary,  and  a  tidy  pension. 
So  it  is  hardly  surprising  that  those 
whose  parents  enjoyed  such  benefits 
should  themselves  be  attracted  to  the 


same  career. 


— Charles  Peters, 
Washington  Monthly 


"/  will  make  no  conces 
sions  .  .  .  my  father 
made  concessions  and  he 
was  beheaded." 

—James  II,  1685  1688, 
in  British  magazine,  Majesty 


Canadian  Thaw 

"One  of  the  first  things  we  will  do 
is  refurbish  that  excellent  relation- 
ship of  trust  that  must  exist  between 
the  U.S.  and  Canada.  The  U.S.  is  our 
greatest  friend,  neighbor  and  ally,  pe- 


riod. Now,  that  relationship  doesn't 
suggest  any  degree  of  compliance  or 
servility.  The  fact  of  the  matter  is,  if  I 
were  the  President  I  would  wake  up 
every  morning  and  say,  'Thank  God 
for  Canada.  Now  what  can  I  do  for 
Canada?'  Can  you  imagine  having  a 
neighbor  on  your  border  like  Canada? 
This  is  an  extremely  valuable  rela- 
tionship back  and  forth.  But  like  all 
valuable  relationships,  it  must  never 
be  taken  for  granted." 

— Brian  Mulroney, 
Canadian  Prime  Minister,  Time 

Well-Fed  Furs 

I'm  asked  to  receive  awards  because 
of  the  foundation  or  because  they 
know  I  have  friends  who  will  buy 
tables.  I  have  a  fur  that's  spent  half  its 
life  under  a  dais. 

— Brooke  Astor, 
New  York  Times  Magazine 

Why  Empires  Fall 

Talking  of  snakes,  Mrs.  Montgom- 
ery told  me  that  once  she  nearly  trod 
upon  a  krait — one  of  the  most  veno- 
mous snakes  in  India.  "I  was  going 
back  in  the  evening  to  my  bungalow, 
preceded  by  a  servant  who  was  carry- 
ing a  lamp.  Suddenly  he  stopped  and 
said,  'Krait,  Mem-sahib!' — but  I  was 
far  too  ill  to  notice  what  he  was  say- 
ing, and  went  straight  on.  Then  the 
servant  did  a  thing  absolutely  without 
precedent  in  India — he  touched  me! — 
he  put  his  hand  on  my  shoulder  and 
pulled  me  back.  Of  course  if  he  hadn't 
done  that  I  should  undoubtedly  have 
been  killed;  but  I  didn't  like  it  all  the 
same,  and  got  rid  of  him  soon  after." 
— Hindoo  Holiday,  by  J.R.  Ackerley 


'Does  anybody  in  here  know  how  to  work  a  typewriter}" 
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rhe  taste  is  extravagant.Tftff  price,  merely  indulgent. 
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Overwhelm  ^fou 

With  a  gift  of  early  radar  warning,  elegant  desig 


lhe  perfect  gift  is  more  than  a 
surprise;  it  hits  the  mark.  If  there's  a 
driver  on  your  list,  you  can  give 
ESCORT  or  PASSPORT  with  absolute 
confidence.  Here's  why 

Head  Of  The  Class 

Car  and  Driver  magazine  rated 
ESCORT  number  one  in  its  most 
recent  test,  calling  it  "...clearly  the 
leader  in  value,  customer  service 
and  performance..." 

In  fact,  in  the  six  years  since 
its  introduction,  ESCORT  has 
become  the  classic  instrument  of 
radar  detection.  Our  policy  of  con- 
tinuous refinement  has  maintained 
its  leading-edge  performance.  And 
the  experts  agree. 

New  Partner 

PASSPORT  is  brand  new.  For 
the  person  on  the  move,  switching 
between  cars  or  using  rentals  in 


distant  cities,  it  provides  ESCORT 
performance  and  features  in  a 
convenient  miniaturized  package. 
You  can  carry  it  in  your  pocket  like, 
well,  a  passport.  The  magazine 
expens  haven't  tried  it  yet,  but  we 
think  they'll  have  to  search  as  hard 
for  the  superlatives  to  describe  it 
as  we  did  for  the  technology  to 
make  it.  The  SMD  ( Surface  Mounted 


Volume  Control  Signal  Strength  Meter  City  Highway  Suitch 


PASSPORT  fits  comfortably  in  a  shirt  pocket 


PASSPORT 


ESCORT 


Device)  circuitry  that  made 
PASSPORT  possible  is  simply  light 
years  ahead. 

First  Class  Performance 

When  radar  is  out  there,  the 
superheterodyne  circuitry  in  ESCORT 
and  PASSPORT  will  find  it:  over  hills, 
around  curves,  hidden  in  the 
bushes,  anywhere.  But  that's  just 
half  the  story. 

Just  as  important  is  the  unique 
way  they  give  you  a  full,  easily 
understood  report  on  the  radar  they 
find.  ESCORT  has  led  the  way  with 
its  variable  pulse  audio  warning, 
analog  meter  and  amber  alert  lamp. 
These  all  work  together  to  give 


you  a  precise  indication  of  radai; 
type  and  range.  In  PASSPORT,  a  1 
graph  of  eight  Hewlett-Packard 
LEDs  replaces  the  meter.  This 
allows  the  same  thorough  radar 
report  in  a  pocket-size  package. 

Attention  To  Detail 

The  main  point  of  a  radar 
warning  device  is  performance, , 

I  a 
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Alert  Lamp 
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the  perfect  gift  brings  something 
more:  pride  of  ownership.  Both 
ESCORT  and  PASSPORT  are  fine 
crafted  instruments  that  look  rig 
at  home  in  a  Porsche,  Mercedes 
or  any  car. 

Both  have  precision  alumin 
housings  of  just  the  right  heft, 
finished  in  glare-resistant  black. 
Each  has  a  volume  control  as  sil 
as  that  of  a  fine  stereo.  Each  has 
power-on  indicator  and  a  switcl 
to  choose  between  city  and  higl 
way  operation.  They  even  have 
photoelectric  sensors  to  adjust 
brightness  to  the  light  level  oft! 
car's  interior.  PASSPORT  adds  an 
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Tune  in  "Talkback  with  Jem-  Galvin."  America's  new  weekly  call-in 
comedy  talk  show  Sunday  evenings  on  public  radio  stations. 
Check  local  listings. 

©  198i  Cincinnati  Microwave,  Inc. 


avorite  Driver 

id  precise  craftsmanship -from  an  exclusive  source 


7ASSPORT  is  only  % ' '  tall  and2%"  wide. 

lio  muting  switch  to  temporarily 
eat  the  audio  during  long  radar 
ounters. 

But  all  this  sophistication 
>sn't  make  them  hard  to  use.  Just 
all  on  dash  top  or  clip  to  the 
visor,  and  plug  into  your  lighter. 
r  precision  electronics  take  over 
n  there. 

Apart  From  The  Crowd 

We've  always  felt  that  users  of 
cision  electronics  are  entitled  to 
il  with  experts.  That's  why  we 
I  direct  from  our  factory  only, 
[re  are  no  middlemen.  When  it 
,ies  to  customer  satisfaction,  we 
i  full  responsibility. 

And  while  our  system  of  factory- 
?ct  sales  was  not  designed 

ifically  for  gift  givers,  it  does 
r  some  rather  special  benefits, 
example,  you  needn't  worry 
ut  buying  a  discontinued  model 
in  a  store's  stock.  Your  gift  will 
er  be  seen  marked  down  in  the 
ount  chains.  More  importantly 
rig  either  ESCORT  or  PASSPORT 
vvs  you  were  concerned  enough 


about  quality  to  track  down  the 
only  source.  And  there's  one  more 
advantage. 

Easy  Shopping 

ESCORT  and  PASSPORT  let  you 
do  your  Christmas  shopping  by 
phone  and  avoid  the  retail  hassle. 
No  searching  for  parking.  No  stand- 
ing in  lines.  We're  only  a  toll-free 
call  and  a  parcel  delivery  away 

Most  important  of  all,  ESCORT 
and  PASSPORT  are  guaranteed  to 
please.  Holidays  or  anytime,  take 
the  first  thirty  days  as  a  trial.  If  you're 
not  absolutely  satisfied,  return  your 
purchase  and  we'll  promptly  refund 
your  money  and  your  mailing 
costs.  We  also  back  ESCORT  and 
PASSPORT  with  a  full  one-year 
limited  warranty 


ESCORT  and  PASSPORT  come  complete 
with  accessories. 

Car  and  Driver called  us  the 
"class  act"  in  radar  detection.  So 
order  now,  and  let  ESCORT  or 
PASSPORT  overwhelm  your  favorite 
driver. 


Order  Today 

By  Phone:  Call  us  toll  free.  A 
member  of  our  sales  staff  will  be  glad 
to  answer  any  questions  and  take 
your  order,  (Please  have  your  Visa  or 
MasterCard  at  hand  when  you  call). 

TOLL  FREE  800-543-1608 

IN  OHIO  800-582-2696 

(Phone  M-F  8-8,  Sat  9-5:30  EST) 

By  Mail:  We'll  need  to  know  your 
name  and  street  address,  daytime 
phone  number,  and  how  many 
PASSPORTS  and  ESCORTs  you  want. 
Please  enclose  a  check,  money  order, 
or  the  card  number  and  expiration 
date  from  your  Visa  or  MasterCard. 
(Personal  or  company  checks  require 
18  days  processing.) 


PASSPORT 

RADAR-RECEIVER 

PASSPORT  $295  ($16.23  tax  in  OH) 
(Available  November  1,  1984) 
Pocket-Size  Radar  Protection 

ESCORT 


RADAR  WARNING  RECEIVER 


ESCORT  $245  ($13.48  tax  in  OH) 
The  Classic  of  Radar  Warning 

Cincinnati  Microwave 
Department  100-044 
One  Microwave  Plaza 
Cincinnati,  Ohio  45296-0100 
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BRITISH  AIRWAYS  NOW  HAS  MORE  CITIES  WORLDWIDE 
THAT  YOU  CAN  FLY  TO  YOUR  ADVANTAGE 


Good  news  travels  fast.  British 
Airways  now  offers  mileage  credits  toward 
your  American  Airlines  AAdvantage® 
Program  to  most  worldwide  destinations. 

As  usual,  you'll  get  credit  for  every 
mile  of  your  transatlantic  flight.  And 
now,  on  your  continuing  flights  from 
London's  Heathrow  Airport  to  most  other 
cities  around  the  world,  you'll  get  double 
mileage  credits. 

That  means  you'll  add  up  miles 


faster  and  go  even  farther. 

And  you'll  be  able  to  choose  awards 
ranging  from  free  flights  to  Europe, 
the  Middle  East,  and  Africa*  to  free 
Concorde  travel. 

British  Airways'  new  expanded  part- 
nership in  the  AAdvantage  Program:  we 
give  credit  where  credit  is  due.  And  some- 
times, double. 

See  British  Airways,  your  travel 
agent  or  corporate  travel  department. 


British 

airways 

The  Wbrldls  Favourite  Airline" 


"Awards  beyond  London  valid  from  January  l,  1985.  AAdvantage  is  a  registered  service  mark  of  American  Airlines,  Inc. 
AAdvantage  Program  subject  to  applicable  foreign  laws  and  to  change  without  notice.  ©  1984  British  Airways 


Fact  and  Comment  II 

By  M.S.  Forbes  Jr.,  Deputy  Editor-in-Chief 


ELECTION  FORECAST: 

despite  his  first  debate  debacle.  Electoral  college  score: 
Reagan,  511;  Fritz,  27. 

Reagan  does  best  when  he's  aroused,  when  he's  been 
unexpectedly  hit  hard  by  the  opposition.  That's  his  pat- 
tern. Now  the  Gipper  is  attacking  Mondale  with  verve. 
More  important,  he  is  starkly  contrasting  his  view  of  the 
future  with  Mondale's,  especially  on  taxes. 

Reagan's  economic  and  foreign  policies  are  in  tune  with 
the  times.  The  country's  mood  is  positive.  Voters  know 
why  things  are  looking  so  much  better  today  than  in  1980. 

Give  Mondale  credit  where  credit  is  due,  however.  He 
was  the  first  public  figure  to  take  Reagan  seriously  as  a 
debating  opponent.  Robert  Kennedy,  William  F.  Buckley 
Jr.  and  Jimmy  Carter  all  thought  this  amiable  man  would 
be  a  patsy,  and  all  were  bested  by  him. 

While  Mondale  didn't  save  himself,  he  did  rescue  his 
party  from  a  total  debacle  in  congressional  races.  Turnout 
by  the  faithful  will  be  higher,  thereby  helping  several 
marginal  candidates. 

Nonetheless,  the  night  of  Nov.  6  will  not  be  a  happy  one 
for  Democrats. 


REAGAN  WILL  WIN  BIG 

The  District  of  Columbia  (3  electoral  votes)  is  the  only 
Democratic  sure  thing.  Native  Fritz  should  triumph  in 
Minnesota  (10).  Other  possibilities:  such  traditional 
Democratic  stalwarts  as  Massachusetts  (13),  Rhode  Island 
(4),  West  Virginia  (6),  Hawaii  (4)  and  Maryland  (10).  Dis- 
tress in  the  farm  belt  and  the  lumbering  Northwest  may 
still  enable  Fritz  to  win  in  Washington  (10),  Oregon  (7), 
Iowa  (8),  Wisconsin  (11),  Illinois  (24)  and  Missouri  (11). 
New  York  (36)  is  always  a  possibility  for  a  Democrat. 

But  the  odds  of  the  Democratic  ticket's  winning  more 
than  a  handful  of  these  states  are  remote.  This  writer  gives 
Mondale  Hawaii  (4),  West  Virginia  (6)  and  Rhode  Island  (4). 
These  plus  D.C.  and  Minnesota  add  up  to  27. 

Only  General  McClellan  in  1864  and  George  McGovern 
in  1972  have  done  worse  for  the  Democratic  Party. 

The  congressional  races?  That's  where  the  real  action 
will  be.  Thanks  to  a  number  of  poorly  conducted  campaigns 
the  Republicans  will  only  hold  their  own  in  the  Senate. 

The  House  depends  on  how  Reagan  campaigns  in  the 
closing  days.  This  writer  is  betting  that  he  will  do  well.  In 
that  case,  the  GOP  should  pick  up  between  30  and  45  seats. 


CAN  THE  VAT 


Be  prepared  to  hear  a  lot  about  the  value-added  tax 
(VAT).  Most  in  Washington  (except  Reagan  and  Regan) 
like  the  idea  and  so  do  many  in  business  and  economics. 

VAT  is  a  national  sales  tax  that  is  levied  at  each  stage  of 
production  of  goods  and  services.  It  is  not  tacked  on  at  retail 
like  your  normal  sales  tax.  Thus  one  of  its  political  appeals: 
It  is  hidden.  All  the  consumer  sees  is  a  higher  price. 

VAT  will  be  portrayed  as  the  answer  to  the  budget 
deficit  problem.  Each  percentage  point  would  raise  more 
than  $20  billion  (at  least  on  paper).  A  national  sales  tax  of  a 
mere  10% — low  by  European  standards — would  not  only 
balance  the  budget  but  leave  enough  over  for  juicy  reduc- 
tions in  income  taxes. 

VAT  would  supposedly  discourage  consumption  (by 
raising  the  price  of  everything)  and  encourage  investment 
(by  reducing  income  tax  rates).  It  would  also  balance  the 
budget,  lowering  interest  rates.  Politicians  like  it  because 
it  means  a  gusher  of  new  money  for  them  to  spend. 


These  arguments  have  little  validity. 

When  Carter  left  office,  Washington's  red  ink  was  $50 
billion  and  the  prime  rate  was  around  20%.  Two  years 
later,  the  budget  deficit  was  over  $200  billion  and  the 
prime  was  down  to  12%.  There  has  never  been  a  correla- 
tion between  deficits  and  interest  rates. 

In  Europe,  enactment  of  the  VAT  was  followed  by  a 
substantial  slowdown  in  economic  growth  rates.  Antici- 
pated revenues  were  disappointing.  When  Mrs.  Thatcher 
doubled  that  tax  in  1979,  inflation  tripled  and  the  U.K. 
skidded  into  a  severe  recession.  A  depressed  economy  will 
do  no  one  except  bankruptcy  lawyers  any  good. 

It  is  a  peculiarity  of  modern  times  that  intelligent  people 
think  you  will  encourage  investment  by  discouraging  con- 
sumption. Doesn't  it  occur  to  these  people  that  reduced 
consumption  will  also  mean  reduced  investment?  After 
all,  who  is  going  to  invest  to  turn  out  more  widgets  when 
customers  aren't  buying? 
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Announcing 

ten  more  ways 

for  our  competition 

to  copy  us. 


Imitation  may  be  the  sin- 
cerest  form  of  flattery.  But 
when  you  invest  in  luggage, 
you  don't  want  imitation. 

You  want  the  real  thing. 
You  want  Hartmann. 

Because  Hartmann  has 
been  a  quality  leader  for 
over  a  hundred  years.  And 
we  didn't  get  that  way  by 
staying  the  same.  The  world 
changes,  and  so  do  we 
Except  in  quality. 

This  year  is  no 
exception.  We've  im- 
proved our  casua 
and  carrv-on 


2  Fast-Release  Hook.  The 
hook  is  fastened  to  the 
bag  with  a  snap.  So  it's  ready 
for  hanging  in  a  snap. 

Non-Scratch  Hook.  We 


3 


covered  it  with  leather 
and  a  protective  cap.  It  won't 
scratch  doors,  and  won't 
scratch  you. 

4  Longer  Means  Straighten 
We've  made  our  over- 
night hangers  two 
inches  longer, 


luggage 
10  ways.  Most 
of  the  changes 
aren't  easy  to  see.  But  when 
you  use  a  Hartmann,  you'll 
sec  why  they're  there.  So  will 
our  competition.  And  again, 
they  will  try  to  copy  us.  But 
they'll  never  capture  the 
quality  that's  the  heart  of  a 
Hartmann. 

IOne  Hand  Handling.  Go 
from  folded  to  unfolded 
with  one  fumble-free  snap. 
The  airline  passengers  lined 
up  behind  you  will  love  it. 


were).  Now  suits  and  dresses 
hang  straighten  The  end  of 
the  crumpled  bottom? 

5  The  Open  Door  Zipper. 
Our  main  hanging  com- 
partment has  always  been 
accessible.  Now  our  new 
zipper  lets  you  open  the  door 
so  wide,  it's  like  a  closet. 
You  can  even  snap  the  door 
out  of  the  way. 

6  Fast  Pockets.  Our  new 
fastener  lets  you  bypass 
the  buckle  and  open  the 
outside  compartments  with  a 
quick  snap.  Yet  you  can  still 


use  the  strap  and  buckle  to 
adjust  for  fuller  pockets. 

Full-Access  Pockets.  Our 


7 


clever  new  zipper  open- 
ing lets  pockets  open  so 
wide  you'll  say  ahhhh.  You 
can  get  even  bigger  items  in. 
And  everything's  faster  and 
easier. 

Inside/Outside  Pocket. 
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It  starts  out  inside,  but 
you  can  snap  it  out.  And 
though  some  call  it  a  shoe 
pocket,  it's  waterproof.  So 
who's  to  know  if  you  use  it 
for  toiletries? 

9  Solid  Brass  Rivets  on 
Handle  and  Strap.  Most 
of  us  tend  to  overpack. 
Which  overstresses  handle 
and  shoulder  strap  fasteners. 
So  we  put  in  solid  brass  riv- 
ets that  can  handle  more. 
Seemed  sensible. 
1A  The  Carry-On 
1\J  Bureau.  Nobody 
wants  to  unpack  and  repack 
more  than  he  has  to.  And 
with  our  improved  carry-on, 
you  don't  have  to.  Just  take 
your  suit  out  of  the  center 
compartment  and  the  two 
outer  compartments  can  lie 
flat  like  drawers.  Now, 
everything  is  so  easy  to  get 
to,  why  unpack? 

Competitors  will  copy 
some,  possibly  even  all  of 
our  improvements.  But  no 
matter  how  many  they  copy, 
it  still  won't  be  a  Hartmann. 


fwrilf! 


Mmm 


Duftxit  TEFLON'  Send  for  a  list  of  >our  nearest  Hartmann  dealers.  Dept  11010 
soil  &  stain  repeller       ©  1983  Hartmann  Luggage.  Lebanon,  Tennessee  37087 
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The  fundamentals 
favor  the  dollar 


What's  Ahead  for  Business 


THE  DOLLAR'S  NEW  PLATEAU 

Barring  major  upsets  at  the  polls  or  at  the  Federal  Reserve,  or 
some  other  confidence  destroyer  of  significant  proportions,  the  dollar 
seems  likely  to  stay  strong  and,  maybe,  even  grow  stronger. 

Stable  politics,  economic  growth  and  a  general  feeling  that  the  Fed  will 
not  shoot  the  recovery  in  the  foot  continue  to  favor  the  dollar.  As 
former  Citicorp  Chairman  Walter  Wriston  rhetorically  asks:  "Where 
else  would  you  want  to  invest  your  life  savings?" 

Market  confidence  turns  on  more  than  just  competitive  interest  rates. 
So,  the  recent  decline  in  U.S.  interest  rates  will  likely  have  less  effect 
than  might  be  expected. 


The  market 
has  a  message 


Fundamentals,  of  course,  do  not  guarantee  what  will  happen  on 
any  given  day.  A  good  deal  of  nervousness  in  the  currency  markets 
results  directly  from  the  dollar's  record-breaking  strength. 

Consider  what  happened  on  Sept.  21,  when  the  West  German  central 
bank  intervened  to  end  around  a  10%  slide  in  the  deutsche  mark  from 
its  Labor  Day  level.  The  Bundesbank's  message  was  not  that  there  was 
a  limit  below  which  the  DM  had  to  be  protected,  but  that  disorderly 
(meaning  too  rapid)  changes  in  parity  would  be  blocked.  Says  Lawrence 
Kreicher  of  Irving  Trust:  "They  made  the  point  by  costing  speculators  a 
lot  of  money."  Meanwhile,  the  Bundesbank  actually  profited. 

It  was  no  more  than  rumor  that  central  bankers  outside  the  U.S.  might 
collude  to  try  to  sell  down  the  dollar.  But  that's  not  the  point.  The 
mere  existence  of  the  story  shows  how  skittish  things  have  become. 

General  intervention  requires  megabucks  and  achieves  no  lasting 
result.  Less  than  one  month  later  the  DM  was  already  sinking  back 
toward  where  it  was  before  the  intervention. 


Accounting  for 
continued  strength 


It  isn't  just  U.S.  exporters  who  are  hurt  by  the  strong  dollar,  of 
course.  The  need  to  restate  earnings  of  overseas  subsidiaries  into 
dollars,  says  John  Opel  of  IBM,  lopped  $200  million  (5.5%)  off  net 
earnings  in  the  first  nine  months  of  1984.  Ruben  Mettler  of  TRW  says 
that  the  30%  cost  savings  expected  from  investments  at  an  auto  valve 
plant  will  be  offset  "almost  exactly"  by  the  fall  in  the  yen  and  the  rise 
in  the  dollar  when  the  project  is  complete. 

Recent  legal  changes  have  helped  U.S.  companies  to  cope  with  the 
strong  dollar  and,  as  an  ironic  side  effect,  have  added  to  the  upward 
pressure.  Ending  the  30%  withholding  on  interest  paid  to  overseas 
holders  of  U.S.  debt  has  encouraged  American  companies  to  sell  more 
bonds  abroad.  "Foreign  financing  is  also  strongly  encouraged  by  FASB 
52,"  says  Ronald  Liesching  of  Chase  Capital  Markets.  This  account- 
ing-rule change,  effective  in  1983,  allows  taking  exchange  losses  on 
local  overseas  borrowing  out  of  overseas  equity,  not  earnings. 
The  dollar  has  replaced  gold  as  the  place  to  hedge.  Barring  some 
unexpected,  confidence-shattering  disaster,  the  dollar  will  continue 
strong — and,  maybe,  has  hit  a  new  semipermanent  plateau. 
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The  Forbes  Index 


Forbes  Index 


12-month  close-up 
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Current  169.0 

Previous  169.5 

Percent  change     -  1.3 
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Further  confirmation  of  a  slowdown.  The  Forbes  Index 
dropped  another  0.3%  in  the  latest  reporting  period.  New 
unemployment  claims  are  up  2.3%  from  one  month  earli- 
er. Similar  month-to-month  rises  have  occurred  five  times 
since  January,  but  the  jump  does  not  necessarily  indicate 
huge  layoffs.  In  fact,  the  number  of  individuals  filing  for 
unemployment  is  still  some  4.8%  lower  than  it  was  at  the 


same  time  last  year.  Consumer  installment  credit  also 
shows  a  1.4%  month-to-month  rise.  And  the  latest  figure 
on  manufacturers'  inventories  is  1.4%  higher.  But  the 
Forbes  Index  compares  the  most  recent  monthly  inven- 
tory figure  to  manufacturers'  orders  for  the  latest  three 
months.  Here,  a  weakness  in  new  orders  helped  to  bring 
down  the  Index. 


The  Forbes  Index  Components 


The  FORBES  Index  is  a  measure  of  U.S.  economic  activity 
composed  of  eight  equally  weighted  elements:  Total  in- 
dustrial production,  new  claims  for  unemployment  com- 
pensation, the  cost  of  services  relative  to  all  consumer 
prices,  the  level  of  new  orders  for  durable  goods  com- 
pared with  manufacturers'  inventories,  total  retail  sales, 
new  housing  starts,  personal  income,  total  consumer 
installment  credit. 

To  measure  these  eight  elements,  Forbes  monitors  ten 
series  of  U.S.  government  data.  The  last  13  months'  data 
for  each  series  is  presented  at  right. 
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EVEN  BUSY  EXECUTIVES  FIND 

A  FEW  MINUTES  EVERY  DAY 

TO  THINK  ABOUT  THEIR  MONEY 


It  is  one  of  life's  ironies  that  the  people  most  likely  to 
accumulate  a  significant  amount  of  money  are  the 
very  people  least  likely  to  have  the  time  to  manage  it. 

Not  many  owners  of  successful  businesses  can  take 
the  time  to  coordinate  the  isolated  planning  of 
accountants,  attorneys  and  investment  advisors. 

And  few  professional  people  have  the  time  to  map 
out  personal  financial  strategies. 

Not  surprisingly,  a  great  many  successful  people 
pay  far  more  in  taxes  than  they  have  to. 

And  spend  years  pouring  money  into  investments 
that  have  little  chance  of  taking  them  where  they 
want  to  go. 

Because  financial  planning  can't  be  done  on  a 
part-time  basis.  It's  a  job  that  requires  expertise, 
knowledge  and  constantly  updated  information. 

And,  at  CIGNA  Individual  Financial  Services,  that's 
exactly  what  we  provide. 

We  analyze  our  clients'  entire  financial  profiles.  We 
come  to  understand  their  particular  needs  and  finan- 
cial goals.  And,  naturally,  we  draw  on  a  variety  of 
disciplines,  from  investment  research  to  tax  law,  to 
develop  customized  financial  strategies  for  each  of 
our  clients. 


You'd  expect  that  much  from  a  financial  planner. 

What  makes  our  service  more  valuable  is  that  we 
go  a  step  further. 

We  work  with  our  clients'  accountants.  And  attor- 
neys. And  other  advisors.  To  help  implement  the  strate- 
gies we  recommend. 

And  as  a  result,  we  can  provide  our  clients  with  a 
fully  implemented,  fully  integrated  financial  program. 
Which  has  often  produced  some  very  impressive 
results. 

We've  saved  clients  thousands  of  dollars  in  income 
taxes. 

And  sometimes  even  more  in  estate  taxes. 

And  in  case  after  case  we've  dramatically  reduced 
the  taxes  associated  with  the  transfer  of  a  business 
within  a  family. 

So  if  you'd  like  to  talk  with  us  about  your  financial 
needs,  please  call  a  local  CIGNA  Individual  Finan- 
cial Services  office  or  write  CIGNA  Corporation,  Dept. 
RD,  One  Logan  Square, 
Philadelphia,  PA  19103. 

Chances  are  we  can 
save  you  more  than  just 
a  night's  sleep. 


CIGNA 


Ottering  comprehensive  financial  planning  and  investment  and  Insurance  products  through  Its  affiliates. 


T    H    E    •    IVI    EW-CHRYSL 


The  1985  Turbo  New  Yorker.  Once  yc 


Chrysler  introduces  the  new  technology  of  driving: 
Turbopower'  in  its  most  advanced  luxury  sedan. 

Here  is  the  confidence  of  front-wheel  drive,  for 
better  traction  on  wet  and  slippery  surfaces^ 

Here  are  advanced  e!  ctronics  to  alert  you,  inform 
you  and  help  keep  you  secure. 

Here  is  the  quiet,  smooth,  comfortable  ride  you 
expect  in  a  distinctive  luxury  car. 


Here  are  the  luxuries  you  demand.  Autpn 
transmission,  power  windows,  power  steering,  p( 


'Turbo  is  optional      Use  these  EPA  est;',  to  compare  Actual  m; 


pg- 


brakes,  power  remote  mirrors  and  individual  p 
style  reclining  seats  are  all  standard. 

And  here  is  the  new  technology  of  turbopc 
More  power  to  move  you.  To  accelerate.  To  p|s 
cruise  in  serene  comfort... yet  with  remarkable 
efficiency.  23  hwy.  est.  mpg  [20]  city  est.  mpg.** 

vary  with  options,  driving  conditions  and  habits  and  vehicle  condition.  CAfesl 
and  '83  cars  designed  and  built  in  North  America.  Bsst 


•h/e  it,  you'll  never  go  back  to  a  V-8  again. 


The  unique  Turbo  New  Yorker  merits  careful  con- 
ration  by  every  luxury  car  driver,  from  Cadillac  to 
cedes.  It  is  backed  by  a  5-year/50,000-mile  Protec- 
Plan  covering  engine,  powertrain  and  outer  body 
through.*  Even  its  turbo  is  protected. 
The  new  technology  of  driving  offers  a  rewarding 
Brience.  A  sense  of  luxury,  confidence  and  power 
must  be  felt.  So  Chrysler  invites  you:  test  drive  the 


1985  Turbo  New  Yorker.  Once  you  drive  it,  you'll  never 
go  back  to  a  V-8  again. 

Purchase  or  lease  your  Turbo  New  Yorker  at  your 
Chrysler-Plymouth  dealer  and  buckle  up 
for  safety. 


Chrysler 


Chrysler.The  best  built  best  backed  American  cars. 


never  comes  first.  Limited  warranty.  Deductible  applies.  Excludes  fleet/lease-,  Dealer  has  details.  +  Ho  west  percent  of  NHTSA  safety  recalls  for  '82 
on  warranty  comparison  of  competitive  vehicles. 


Forbes 


Footballs  reigning  NFL  and  the  upstart  U.S.  Football  League  are 
knocking  heads  in  a  rough-and-tumble  scrimmage.  Advertisers 
have  paid  the  bills  so  far.  But  what  if  they  rebel? 

Whtfs  getting 
clipped? 


By  John  Merwin 


IT  HARDLY  SEEMS  POSSIBLE  that  the 
National  Football  League,  halfway 
through  a  five-year,  $2.1  billion 
network  television  contract,  faces  a 
financial  pinch.  Equally  improbable  is 
the  principal  cause  of  the  pinch:  the 
fledgling  U.S.  Football  League. 
Though  the  USFL  is  small  potatoes 
compared  with  the  NFL,  it  has  man- 
aged to  inflict  surprising  pain. 

•  Already,  NFL  owners  have  sur- 
rendered their  enormous  broadcast 
bounty — three  times  revenues  of  just 
five  years  ago — to  rapidly  escalating 
player  salaries.  Wage  competition 
with  the  USFL  sparked  the  increases. 

•  NFL  television  ratings  have 
dropped  as  much  as  10%  from  last 
year,  while  some  spot  ad  prices  are 
dropping,  too.  Ratings  have  declined 
since  1981,  perhaps  imperiling  the 
value  of  the  next  network  contract. 
The  causes  are  complex — recurring 
drug  scandals,  labor  strife  and  local 
broadcast  blackouts,  the  result  of  un- 
sold stadium  seats.  Also  the  nagging 
problem  of  too  much  televised  sports. 

•  The  USFL  has  retained  Roy  Cohn, 
the  bustling  New  York  attorney,  to 
draw  up  a  billion-dollar  antitrust  suit. 
The  intent  is  to  break  the  NFL's  dom- 
ination of  fall  pro  football  telecasts. 

Why  take  such  extreme  action? 
Simple.  TV  income  finances  the  inter- 
league  struggle.  The  USFL  needs  more 
money,  and  if  it  can  muscle  into  the 
fall  TV  season,  the  NFL  will  surely 
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wind  up  with  less,  the  USFL  thinks. 

The  USFL  was  set  up  to  fill  ABC's 
spring  and  early- summer  Sundays 
with  low-cost  sports.  The  idea  was  to 
employ  only  a  few  expensive  "name 
stars."  But  some  owners'  spending 
has  gotten  out  of  hand,  so  the  league 
has  fallen  victim  to  the  salary  war  it 
ignited.  To  pay  the  bills,  it  wants  to 
move  into  fall,  when  twice  as  many 
viewers  are  watching  the  tube. 

But  USFL  Commissioner  Chet  Sim- 
mons, himself  a  former  NBC  sports 
president,  describes  the  chief  obsta- 
cle: "There  is  still  the  glamour  and 
the  history  of  being  involved  with  the 
NFL.  This  is  the  intangible  that  we 
have  to  overcome  with  the  networks 
and  the  ad  agencies."  Indeed,  Sim- 
mons says  that  ABC,  which  carries 
USFL  spring  games,  does  not  want  a 
move  into  fall  against  the  NFL. 

Consider  the  position  of  CBS  Ex- 
ecutive Vice  President  Neal  Pilson. 
Pilson  expects  to  renew  the  NFL  con- 
tract, even  though  the  telecasts  are 
not  as  profitable  as  they  once  were. 
While  Pilson  insists  future  NFL  deals 
will  have  to  be  "cost  effective,"  he 
also  notes  that  the  league's  relatively 


high  Sunday  afternoon  ratings  provide 
a  strong  lead-in  for  evening  program- 
ming. That's  the  sort  of  "intangible" 
the  USFL  must  overcome  in  a  market 
that  Pilson  bluntly  describes  as  hav- 
ing no  additional  hours  available  for 
sports  programming. 

By  filing  the  lawsuit  the  USFL 
hopes  to  ensure  that  all  three  net- 
works feel  free — if  not  absolutely  ob- 
ligated— to  make  room  for  it  in  their 
fall  schedules.  The  pitch,  accompa- 
nied by  a  poll  showing  that  48%  of 
fans  would  watch  both  USFL  and  NFL 
fall  telecasts,  is  cost-effectiveness. 
"When  Rozelle  negotiated  the  last 
NFL  contract,"  says  USFL  New  Jersey 
Generals  owner  Donald  Trump,  "he 
wouldn't  take  10  cents  off  that  con- 
tract. Those  days  are  over.  The  net- 
works need  us  as  a  hedge  against  the 
NFL,  so  when  the  TV  contract  comes 
up  in  three  years,  they  have  an  alter- 
native. They  can  pay  us  substantially 
less,  and  we  can  do  very  nicely." 

Presumptuous?  Of  course,  but  tele- 
vision time  slots,  not  chalked  side- 
lines, mark  the  principal  battle  lines 
these  days.  Though  NFL  owners 
maintain  that  their  game  is  not  "a 


studio  sport,"  the  average  team  earns 
$14  million  (well  over  half  its  rev- 
enues) from  broadcasting.  The  compa- 
rable USFL  team  figure  is  $1  million. 

No  wonder  Trump  has  more  than  a 
passing  interest  in  ensuring  uninhib- 
ited competition  for  TV  sports  con- 
tracts. His  New  York  metro  area  fran- 
chise cost  $7  million.  But  he  boasted 
earlier  this  year  that  it  might  be  worth 
$60  million,  if  the  USFL  captured 
NFL-size  broadcast  income. 

Though  some  NFL  owners  dismiss 
the  contemplated  antitrust  suit  as 
simply  a  last-gasp  effort,  they  must 
take  the  USFL  seriously.  Witness  the 
NFL  Players  Association,  which  in 
1982  demanded,  but  didn't  get,  55% 
of  team  gross  revenues.  Now  the 
union  says  it  figures  players  are  doing 
even  better  than  they  would  have 
with  55%  of  the  gross,  simply  because 
the  USFL  has  driven  up  salaries. 

What  if  the  networks,  now  clearly 
footing  the  bill,  refuse  another  leap  in 
NFL  broadcast  rights?  "I  don't  think  it 
is  feasible  for  sponsors  to  continue 
paying  the  total  load,  when  it  has  be- 
come obvious  that  viewers  are  pre- 
pared to  pay  for  only  a  certain  share," 
says  Dallas  Cowboys  President  Tex 
Schramm.  But  pay  TV  may  be  a  long 
way  off.  "We  have  to  be  flexible,"  says 
Cleveland  Browns  owner  Art  Modell, 
the  league's  broadcast  committee 
chairman,  who  points  out  that  NFL 
ratings  have  declined  before,  only  to 
recover  later.  "We  cannot  stick  it  to 
the  networks,"  he  says.  "I  want  them 
to  say  they  have  a  fair  deal." 

Meanwhile,  NFL  owners,  faced 
with  likely  deficits  even  before  the 
current  TV  contract  expires,  have  few 
alternatives.  "History  has  shown  that 
no  team  sport  can  survive  for  any  peri- 
od of  time  with  competing  leagues," 
says  Schramm,  who  only  a  few  weeks 
ago  met  All-Pro  defensive  tackle  Ran- 
dy White's  reported  demands  for  a 
renegotiated  $700,000-a-year  con- 
tract. "At  some  point  the  situation 
will  be  resolved.  Meantime,  people 
are  going  to  fight  to  survive." 

Suppose,  however,  that  the  flow  of 
TV  dollars  isn't  adequate  to  finance 
the  growing  war.  Precedent  suggests 
that  a  few  well-situated  USFL  teams, 
such  as  the  New  Jersey  Generals, 
might  eventually  merge  into  the  NFL. 
Not  a  bad  consolation  prize,  with  at- 
tractive NFL  franchises  changing 
hands  at  up  to  $70  million.  But  don't 
bet  on  history  repeating.  NFL  owners 
find  little  mirth  in  the  USFL's  brash 
assaults,  and  they  aren't  ready  to 
pound  swords  into  plowshares.  "If  the 
'haves'  in  the  USFL  anticipate  being 
absorbed  into  the  NFL,"  warns  Art 
Modell,  "they  are  sadly  mistaken."  ■ 
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Nearly  everybody  wants  to  stop  greenmail 
So,  what  are  we  waiting  for? 


Needed:  a 
"generic  remedy" 


By  Rath  Simon 


GREENMAIL  FRUSTRATES  the  ba- 
sic  notions  of  shareholder  ac- 
countability," says  John  Cof- 
fee, a  Columbia  Law  School  professor. 
"It's  a  lot  like  buying  off  an  election." 
Coffee  is  putting  it  mildly.  Greenmail 
is  nothing  more  or  less  than  wealthy 
investors'  exploiting  a  weakness  in 
the  law  to  raid  corporate  treasuries. 

Saul  Steinberg's  pass  at  Walt  Dis- 
ney is  a  good  example.  He  earned  a 
quick  $59  million  when  Disney 
bought  back  his  11.1%  share  of  the 
company  for  $12  a  share  more  than 
ordinary  stockholders  could  get  at  the 
time.  The  classic  case  was  the  Bass 
brothers'  run  on  Texaco. 
They  earned  $280  million 
for  holding  just  under 
10%  of  the  oil  company 
for  49  days.  The  raider 
wins  big.  Management 
hopes  to  hold  on  to  its 
perks.  But  the  other  stock- 
holders are  sitting  with 
shares  whose  underlying 
value  has  been  eroded. 

Such  abuses  have  caused 
demands  for  a  greenmail 
ban.  The  SEC  wants  to  re- 
quire management  to  seek 
shareholder  approval  be- 
fore buying  back  stock  at  a 
premium.  The  measure  is 
backed  by  House  and  Sen- 
ate committees.  It  failed  to 
clear  Congress  before  it  ad- 
journed, but  a  greenmail 
ban  and  other  piecemeal 
tender  offer  reforms,  in- 
cluding a  ban  on  "golden 
parachutes"  and  "poison 
pill"  automatic  stock  dilu- 
tion, are  certain  to  come  up 
again  when  Congress  re- 


turns next  year. 

The  SEC's  solution  seems  simplest 
and  most  obvious,  but  will  it  solve  the 
problem?  "Enacting  legislation  just 
dealing  with  greenmail  or  one  or  two 
other  tactics  will  accomplish  very  lit- 
tle," says  George  Washington  Univer- 
sity law  professor  Joel  Seligman. 
"People  will  simply  shift  their  tac- 
tics." A  company  might,  for  example, 
sell  its  most  profitable  subsidiary  or 
issue  new  stock  with  special  voting 
rights  to  try  to  protect  itself. 

A  better  solution  might  be  to  reas- 
sert the  underlying  principle  of  share- 
holder rights  in  one  comprehensive 
piece  of  legislation.  Paying  a  raider  a 
premium  that  is-  not  also  offered  to 


other  shareholders  clearly  violates 
those  rights.  But  so  do  other  takeover 
defenses  that  skirt  voting  rights  or 
weaken  the  company. 

Since  there  are  so  many  defensive 
schemes,  all  of  which  violate  share- 
holder rights,  Seligman  calls  for  "a 
generic  remedy  of  some  sort,  a  remedy 
that  deals  with  all  the  tactics." 

For  example,  he  suggests  that  feder- 
al law  should  force  management  to 
prove  it  acted  in  the  interest  of  share- 
holders in  combating  a  hostile  take- 
over, whatever  the  means  used.  Once 
a  tenet  of  state  law,  this  standard  has 
been  replaced  by  the  so-called  busi- 
ness judgment  rule,  which  puts  the 
burden  of  proof  on  shareholders  to 
show  management  acted  in  bad  faith. 
Designed  to  prevent  judges  from  sec- 
ond-guessing business  decisions,  the 
rule  has  all  but  eliminated  the  legal 
responsibilities  of  management  and 
directors  in  takeover  fights. 

"The  application  of  the  business 
judgment  rule  by  state  courts  has,  al- 
most without  exception,  permitted  in- 
cumbent management  to  engage  in  a 
variety  of  tactics  that  may  not  be  in  the 
best  interests  of  the  company  or  its 
shareholders,"  concluded  the  House 
Energy  &.  Commerce  Committee. 

Precedent  can  be  found  in  Britain, 
which  prohibits  greenmail.  Share- 
holders must  approve  nearly  all  defen- 
sive tactics.  They  must  also  approve 
or  disapprove  a  takeover  once  an  out- 
side party  acquires  30%  of  the  com- 
pany's stock.  (In  the  U.S.,  where  raid- 
chas  b  siackm™  ers  typically  take  posi- 
tions under  10%  and 
where  institutional  own- 
ership is  somewhat  less,  a 
lower  trigger  point  might 
make  sense.) 

"We  have  two  basic 
principles,"  explains  An- 
thony Macaulay,  secre- 
tary of  Britain's  Panel  on 
Takeovers  &  Mergers. 
"One  is  equality  of  treat- 
ment of  shareholders.  The 
other,  which  rather  flows 
from  that,  is  that  any  pre- 
mium over  market  price 
you  pay  to  get  control  of  a 
company  should  be  shared 
between  all  the  sharehold- 
ers. The  assets  ultimately 
belong  to  the  sharehold- 
ers. If  you  have  a  tender 
offer,  it's  for  the  share- 
holders to  decide  on  that 
offer.  It's  not  for  the  board 
of  directors  of  the  com- 
pany to  try  to  frustrate  it." 
What  is  Congress  wait- 
ing for?  ■ 
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IBM  and  the  computer  supermarkets 
trounced  Tandy  Corp.  's  Radio  Shack  com- 
puters. Now  Tandy  has  itself  a  new  weapon, 
but  its  soldiers  still  must  learn  how  to  fight. 

Cloning.. and 
proud  of  it 


By  Robert  H.  Bork  Jr. 


Ted  Kappler 


Tandy  Chairman  John  Roach  with  IBM-clone  Tandy  1200 

"We're  trying  to  show  veryfirmiy  that  we  will  be  a  survivor.' 


Since  1977,  when  Tandy  Corp. 
sold  its  first  microcomputer,  it 
has  been  fighting  the  personal 
computer  war  on  two  fronts.  On  one 
front,  Tandy  was  a  manufacturer  of 
most  of  its  own  models  with  its  own 
exclusive  operating  system  and  soft- 
ware. On  the  second  front,  it  was  a 
major  distributor  through  its  Radio 
Shack  retail  network. 

But  it  hasn't  been  enough.  With  the 
entry  of  IBM  into  the  market  and  the 
growth  of  such  computer  supermar- 
kets as  ComputerLand,  Entre  and 
ComputerCraft,  Tandy's  market 
share  of  personal  computers  shipped 
has  fallen  from  more  than  30%  in 
1980  to  less  than  10%  today.  Tandy 
recently  reported  record  sales  of  $2.7 
billion  and  earnings  of  $282  million 
for  the  year  ended  June  30.  Unit  sales 
keep  rising,  but  the  price  competition 
cuts  profits.  In  the  fourth  fiscal  quar- 
ter profits  were  down  15%  year-to- 
year,  to  $58  million,  the  first  such 
decline  since  1978,  during  the  CB  ra- 
dio debacle.  The  stock  trades  around 
25,  against  a  year's  high  of  44. 

A  fortnight  ago  Tandy's  Radio 
Shack  stores  began  receiving  rein- 
forcements: the  Tandy  1200,  the  mod- 
el it  calls  its  first  virtually  100%  -IBM- 
compatible  personal  computer.  That 
means  the  1200  can  use  thousands  of 
programs  written  for  IBM  personal 
computers.  (Last  December  Tandy  in- 
troduced a  partially  but  not  fully  com- 
patible machine,  the  Tandy  2000.) 

Unlike  Tandy's  other  computers, 
including  its  top-of-the-line  TRS-80 
Model  16B,  the  Tandy  1200  works 
with  the  MS-DOS  operating  system 
that  runs  the  IBM  computers,  and 
functions  like  the  IBM  PC/XT.  Says 
Tandy  Chairman  John  Roach  candid- 
ly: "The  1200  is  really  an  XT  clone." 
And  in  November  Tandy  is  expected 
to  introduce  another  IBM  knockoff, 
this  one  a  copy  of  the  basic  PC  model. 

That  "clone"  admission  may  seem 
strange  coming  from  the  Tandy  boss, 
but  it's  not  unwelcome.  Software  is 
the  recognized  key  to  success  in  the 
personal  computer  business.  To  ped- 
dle hardware,  Tandy  now  admits  it 
must  cash  in  on  the  market  domi- 
nance of  software  written  for  the  IBM. 
"The  introduction  of  the  1200  recog- 
nizes the  reality  of  the  marketplace.  I 
think  it's  important  for  Tandy,"  says 
Egil  Juliussen,  chairman  of  Future 
Computing,  a  Dallas  consulting  firm. 

Roach  isn't  killing  off  his  pioneer- 
ing TRS-80  line  of  computers.  But 
now  he  is  clearly  putting  more  em- 
phasis on  Tandy's  real  strength  in  its 
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two-front  computer  war,  the  Radio 
Shack  distribution  system.  Tandy 
once  had  the  only  computer  retail  dis- 
tribution system  in  the  industry.  But 
the  explosive  growth  of  computer  su- 
permarkets gave  its  competitors  a 
conduit  to  the  marketplace.  Tandy's 
430  Radio  Shack  Computer  Centers 
and  730  computer  departments  with- 
in Radio  Shack  stores  now  compete 
with  3,270  rival  stores,  1,675  of  which 
sell  IBMs. 

Tandy  also  wants  to  get  the  price 
lead.  It's  a  fight.  Before  Tandy  could 
stock  its  stores  with  the  new  1200  last 
month,  IBM  introduced  its  advanced 
PC/AT,  supplementing  the  XT.  The 
move  caused  XT  prices  to  drop  by 
$1,000,     to    around     $3,995     retail. 


Tandy's  1200  is  priced  lower  still,  at 
$2,995,  but  the  company  needs  every 
bit  of  that  price  advantage  going  up 
against  IBM.  "The  1200  is  really  the 
price  leader  of  this  advanced  segment 
of  the  market,"  brags  Roach.  His  new 
PC  clone  also  is  expected  to  undercut 
the  IBM  PC  price  by  25%  to  30%. 

Tandy  is  one  of  the  last  of  the  per- 
sonal computer  makers  to  adapt  its 
new  machines  to  IBM  software.  (Ap- 
ple still  is  the  big  exception.)  Did 
Tandy  wait  too  long?  That's  possible, 
Roach  concedes.  "The  way  it  turned 
out,  I  think  we  would  have  sold  more 
product  if  we'd  had  [IBM  compatible] 
product  available  over  the  last  12  to 
15  months." 

Tandy  has  more  than  a  weapons 


problem  in  the  computer  war.  Its 
computer  stores  have  catered  to  the 
hobbyist,  the  customer  who  walks  in 
and  knows  what  he  wants.  Competi- 
tors like  ComputerLand  have  catered 
to  those  who  didn't  know  what  they 
wanted.  The  competitors  have  built 
their  reputation  on  service — holding 
hands,  setting  up  classes,  offering  toll- 
free  phone  numbers  for  help. 

Tandy  knows  it  has  a  problem  and 
has  reorganized  its  retail  computer 
operations.  "We're  going  to  give  the 
customer  a  level  of  service  and  sup- 
port that  no  other  manufacturer  can 
offer,"  Roach  says.  "We're  trying  to 
stay  and  show  very  firmly  that  we  are 
and  will  be  a  very  strong  competitor 
and  survivor  in  this  business."  ■ 


Last  year  Gavilan  Computer  wowed  the 
trade  shows.  This  year  it's  in  Chapter  11. 
Still  think  technology  means  easy  riches? 


The  anatomy 
of  a  failure 


By  Kathleen  K.  Wiegner 

anny  Fernandez'  star  fell  as 
spectacularly  as  it  rose.  Be- 
tween February  1982  and 
last  March,  Fernandez  raised  $31.1 
million.  Nor  were  his  backers  naive 
investors.  They  included  such  sea- 
soned venture  capitalists  as  New  En- 
terprise Associates,  Smith  Barney 
Venture  Corp.,  Robertson,  Colman  &. 
Stephens,  as  well  as  a  dozen  or  so 
smart  institutions. 

Off  and  running,  Gavilan  Computer 
Corp.  booked  around  $85  million  in 
orders  for  this  year.  But  the  end  came 
quickly.  In  July  Fernandez  was 
ousted.  Two  months  later,  on  Oct.  1, 
Gavilan  collapsed  into  Chapter  1 1 . 

What  happened?  A  few  days  after 
Gavilan  filed  for  Chapter  11,  Fernan- 
dez, now  a  consultant  at  San  Jose, 
Calif.-based  Dataquest,  sat  down  with 
Forbes  and  candidly  relived  his  rise 
and  fall.  Gavilan's  failure  is  full  of 
lessons  for  entrepreneurs,  venture 
capitalists  and  investors. 


Fernandez,  who  fled  Cuba  in  1959, 
had  impressive  credentials.  A  Univer- 
sity of  Florida-educated  electrical  en- 
gineer, he  worked  at  Harris  Corp.  and 
Fairchild  Camera  &  Instrument. 
From  1980  to  1982  he  was  president  of 
microchip  maker  Zilog,  where  he  de- 
veloped a  reputation  for  spending 
money  almost  as  quickly  as  Zilog's 
parent,  Exxon,  drilled  for  oil.  He  in- 
corporated Gavilan  (first  called  Cos- 
mos Computer)  in  February  1982,  in 
Campbell,  Calif.,  near  San  Jose,  using 
a  vacated  delicatessen  for  his  first 
headquarters. 

Fernandez'  idea  was  a  lightweight, 
full-function  portable  computer  that 
could  be  tucked  inside  a  briefcase.  A 
number  of  these  so-called  lap  comput- 
ers have  since  appeared,  including  Ra- 
dio Shack's  TRS-100,  NEC's  PC-8200, 
Epson's  PX  8,  and  H-P's  110. 

Fernandez  had  certainly  identified  a 
growth  market.  The  experts  expect 
sales  of  $4  billion  worth  of  portables 
by  1986.  In  1982,  when  Fernandez  was 
starting  up,  the  only  fully  functional 
portable  computer  available  was  the 
25-pound  Osborne  I. 

With  the  new-issues  market  bub- 
bling, Fernandez  had  no  trouble  rais- 
ing his  first  $8.5  million  from  a  ven- 
ture capital  group  led  by  New  Enter- 
prise. Fifteen  months  later,  in  spring 
of  1983,  he  introduced  his  prototype, 
the  Gavilan'  (Spanish  for  "red-feath- 
ered hawk"  and  the  name  of  the 
mountains  near  San  Jose),  at  the  Com- 
dex and  National  Computer  Confer- 
ence (NCC)  trade  shows. 

The  buyers  were  wowed.  The  or- 
ders poured  in.  But  so,  alas,  did  the 
competition.  There  were  the  Japanese 
on  one  flank  and,  on  the  other,  rum- 
blings from  Apple,  IBM  and  Hewlett- 
Packard.  Digging  in  to  defend  his  foot- 
hold, Fernandez  began  making  prom- 
ises that  were,  in  hindsight,  probably 
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impossible  to  fulfill. 

Part  of  the  problem  was  the  new 
technology  itself.  The  tiny  3-inch 
disk  drives  Fernandez  chose  were  not 
available  in  volume  from  their  suppli- 
er, Hitachi,  when  he  needed  them. 
"That  cost  us  five  months,"  says  Fer- 
nandez. "That  could  have  made  the 
difference."  By  December  1983  Fer- 
nandez had  redesigned  his  machine  to 
use  SVi-inch  drives,  the  standard  set 
by  Sony.  But  his  credibility  was  fray- 
ing. In  June  a  group  of  British  institu- 
tions had  pumped  another  $15.4  mil- 
lion into  Gavilan.  But  Gavilan  prob- 
ably died  on  the  operating  table  the 
day  Fernandez  changed  drives,  though 
no  one  knew  so  at  the  time.  He  had 
promised  dealers  November  delivery. 
The  redesign  meant  he  had  to  push 
that  back. 

The  delay  was  fatal  because,  on 
Sept.  13,  1983,  Osborne  Computer 
filed  for  Chapter  11 — a  thunderbolt 
that  stunned  the  high-tech  new-is- 
sues market.  Fernandez  had  planned 
to  take  Gavilan  public  quickly  to  re- 
plenish the  startup  cash  he  was  burn- 
ing. But  the  Osborne  debacle  rained 
all  over  the  stocks  of  the  little  com- 
puter companies.  "We  felt  the  market 
would  stay  strong  through  the  elec- 
tions," saus  Fernandez.  "That  was 
wrong." 

By  November  the  trade  press  was 
reporting  technical  problems  at  Gavi- 
lan. There  was  confirmation  of  the 
rumors  that  new  portable  computers 
would  soon  be  introduced  by  the  big 
companies.  Fernandez  was  still  strug- 
gling to  come  out  with  a  product.  But 
by  now  it  was  a  different  computer 
from  the  one  that  wowed  the  crowds 
at  Comdex  and  the  NCC. 

Take  software.  Originally,  Fernan- 
dez had  decided  to  design  his  around 
the  kind  of  software  Apple  had  devel- 
oped for  its  Lisa  personal  computer 
rather  than  emphasize  the  IBM  stan- 
dard. But  when  Lisa  was  introduced  in 
January  1983,  it  faltered.  "If  Lisa  had 
been  accepted  as  another  kind  of  stan- 
dard, our  decision  would  have  been 
perfect,"  says  Fernandez.  "We  spent 
several  million  dollars  developing 
Lisa-like  software.  But  IBM  compati- 
bility was  the  thing  to  do."  Result:  At 
the  twelfth  hour,  in  spring  1984,  Fer- 
nandez was  forced  to  develop  new 
software. 

At  this  point  Fernandez  might  still 
have  salvaged  part  of  his  dream  by 
cutting  a  deal  to  supply  Gavilans  to  a 
large  computer  company  for  sale  un- 
der the  other  company's  label.  Other 
companies,  notably  Convergent 
Technologies,  had  used  this  ploy  suc- 
cessfully to  raise  money.  But  at  a  time 
when  mental  agility  and  quick  reac- 


tion were  at  their  most  important, 
Fernandez  froze.  "If  I  were  to  criticize 
what  we  did,"  he  says  today,  "it 
would  be  that  we  did  not  go  after  large 
companies.  Looking  back,  we  should 
have  given  up  anything  to  get  a  large 
contract." 

In  March  of  this  year  Fernandez 
squeezed  another  $7.2  million  from 
his  backers.  But  it  was  his  last  coup. 
Suppliers  began  demanding  payment 
before  delivery.  Starved  for  cash,  Fer- 
nandez sacked  a  third  of  Gavilan's  300 
workers  in  June.  The  layoffs  merely 
reinforced  suppliers'  and  buyers'  fears 
that  Gavilan  was  going  under.  In  July 
New  Enterprise  Associates  sent  in  C. 
Woodrow  Rea  to  replace  Fernandez  as 
president.  Rea  fired  another  batch  of 


workers  in  August,  and  alarmed  buy- 
ers began  cutting  back  orders. 

Gavilan  had  been  shipping  since 
March.  On  the  last  day  of  March  the 
money  ran  out.  Gavilan  filed  for 
Chapter  1 1  with  debts  of  $9.5  million. 

At  37,  Manny  Fernandez  is  young 
enough  and  experienced  enough  to 
start  another  company  or  two.  But 
he'll  temper  his  ambitions  somewhat 
the  next  time.  He  says  the  computer 
industry  is  entering  what  he  calls  "the 
alliance  stage" — meaning  a  tiny  com- 
pany without  a  definite  niche 
shouldn't  try  to  go  it  alone  but  in 
partnership  with  others.  (For  more  on 
the  changing  nature  of  corporate  start- 
ups and  second-stage  financing,  see  sto- 
ry, p.  118.)  ■ 


For  seven  years  everything  came  up  roses 
for  Jack  Eckerds  Stewart  Turley.  Then 
things  started  to  come  up  lemons. 


Video  follies 


By  Howard  Gold 


If  in  1981,"  says  Stewart  Turley, 
"I'd  known  everything  I  know 
now "  But  then  you  can  guess 

the  rest. 

Turley  is  the  tall,  dapper  chairman 
of  $2.6  billion  (sales)  Jack  Eckerd 
Corp.,  the  nation's  second-largest 
drugstore  chain  (after  Revco). 
Through  25  years  of  spectacular 
growth,  Eckerd  was  one  of  the  great 
retailing  success  stories.  But  not  re- 
cently. Return  on  equity,  has  fallen 
from  19.3%  in  1980  to  15%  in  the 
fiscal  year  ended  July  30.  Net  margins 
have  dropped  from  4.5%  to  3.3%. 
Cash  plummeted  from  a  high  of  $87.4 
million  in  1981  to  $2.2  million  by 
1983,  but  it  rebounded  to  $21.5  mil- 
lion last  year. 

What  happened?  For  one  thing,  Eck- 
erd's  JByrons  department  store  chain 
overbuilt  in  the  crowded  south  and 
central  Florida  market.  And  its  Eck- 
erd Drug  Co.  drugstores,  85%  of  sales, 
were  being  underpriced  by  competi- 


tors— a  sad  irony  for  the  company  that 
led  the  rise  of  the  self-service  discount 
drugstore  in  the  Sunbelt  during  that 
region's  biggest  growth. 

Then  there  is  American  Home  Vid- 
eo, Turley 's  largest  acquisition  out- 
side of  the  drugstore  area.  The  coun- 
try's biggest  chain  of  video  specialty 
stores — TVs,  videocassette  recorders, 
stereos  and  personal  computers — 
Denver-based  AHV  has  racked  up 
over  $31  million  in  operating  losses 
since  Eckerd  bought  it  in  1981,  and 
the  drain  continues. 

Turley  took  over  as  chairman  in 
1975,  at  40,  handpicked  by  founder 
Jack  Eckerd  after  Eckerd  had  left  to 
make  an  unsuccessful  bid  for  the  U.S. 
Senate.  Now  71,  Eckerd  still  owns  6% 
of  the  company  and  is  a  director.  But 
he  spends  most  of  his  time  giving 
away  a  fortune  that  once  amounted  to 
$150  million  and  is  now  about  half 
that  (Forbes,  Oct.  1). 

Turley  presided  over  seven  excel- 
lent years  in  which  net  income  tri- 
pled. As  the  decade  ended,  with  the 
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American  Home  Video  outlet  in  Fort  Lauderdale's  Broward  Mall 
Over  $31  million  in  operating  losses,  and  the  drain  continues. 


easy  Sunbelt  growth  over  and  plenty 
of  cash  in  the  till,  he  started  to  look 
for  diversification.  Privately  owned 
and  rapidly  growing,  AHV  seemed  a 
natural.  Its  61  VideoConcepts  stores 
(there  are  now  200  in  30  states)  were 
in  prestigious  regional  malls  with 
high  traffic  and  a  tony  clientele.  The 
company  was  about  to  go  public  with 
a  $25  million  offering  when  Turley 
offered  its  principal  shareholders  $80 
million  for  it.  In  May  1981  the  agree- 
ment was  signed. 

Not  quite  sealed,  though.  There 
seemed  to  be  a  few  problems  with  the 
numbers.  AHV  sales  that  spring  were 
weaker  than  expected,  while  expan- 
sion costs  turned  out  to  be  higher  as 
the  chain  doubled  over  the  summer. 
In  addition,  according  to  proxy  state- 
ments, AHV's  net  operating  loss  car- 
ryforward for  the  previous  year  was 
"significantly  overstated,"  thereby  di- 
minishing the  tax  benefits  for  Eckerd. 

Turley  demanded,  and  got,  a  re- 
negotiation: Eckerd  would  pay  less 
than  half  the  purchase  price  up 
front — $38  million.  The  rest  would  be 
paid  in  1985,  but  only  if  AHV  made 
$160  million  in  cumulative  pretax 


profits  by  then. 

What's  the  likelihood  of  that?  "Not 
a  snowball's  chance,"  says  Turley. 
"We  bought  a  lot  of  problems." 

They  started  almost  immediately. 
The  recession  forced  Eckerd  to  scrap 
some  of  its  original  expansion  plans 
for  AHV.  Also,  "The  computer  sys- 
tems they  had  designed  [for  inventory 
control]  were  almost  worthless,"  Tur- 
ley complains.  "They  completely 
broke  down  in  the  face  of  expansion." 
The  result,  he  says,  was  an  inventory 
glut  that  led  to  heavy  markdowns. 

Denver  oilman  Robert  Mehl,  for- 
merly AHV's  chairman  and  one  of  its 
principal  investors,  has  a  different 
story.  Eckerd  never  understood  the 
business,  he  says.  "They  did  a  lousy 
job  initially.  Video  takes  direct,  face- 
to-face  selling.  It's  not  like  putting 
pills  or  aspirin  on  a  shelf."  Did  AHV's 
principals  sell  Eckerd  a  lemon? 
"That's  a  bunch  of  garbage,"  he  says. 
"They  studied  the  company  for  nine 
months.  If  they  got  a  lemon,  they 
knew  what  they  were  getting." 

Turley  is  moving  to  address  the 
problems,  both  at  AHV  and  in  Eck- 
erd's  basic  business.  Last  year  he  in- 


stalled Harry  Lambert,  formerly  head 
of  JByrons,  as  president  of  Eckerd 
Drug  with  a  mandate,  as  Turley  eu- 
phemistically puts  it,  to  "clarify  pric- 
ing policy."  The  goal  now  is  to  match 
the  competition  on  all  advertised  spe- 
cials (one  slogan  says,  "Shop  anyone's 
ads  at  Eckerd").  Higher-margined 
Eckerd-label  brands  of  vitamins  and 
personal  products,  where  Eckerd  has 
also  trailed,  are  being  pushed  more 
heavily.  Result:  In  fiscal  1984  Eckerd 
Drug's  operating  profits  were  up 
by  23.5%. 

At  AHV,  consolidated  distribution 
and  new  point-of-sales  merchandise 
controls  helped  cut  operating  losses 
to  $5.9  million  on  $155.8  million  rev- 
enues, down  from  $15.6  million  in 
fiscal  1982.  AHV  is  also  cutting  back 
drastically  in  the  personal  computer 
business,  whose  shakeout  last  year 
had  disastrous  effects.  And  pricing 
has  become  more  aggressive. 

Trouble  is,  however,  that  although 
price-competitive  with  major  depart- 
ment stores,  VideoConcepts  stores, 
with  their  expensive  rents  in  those 
regional  malls,  simply  can't  undersell 
the  downtown  discounters.  Do  cus- 


44 


FORBES,  NOVEMBER  5,  1984 


reight  railroads 
are  one  of 
lie  three  largest 
private  users 
of  computers  in 
le  United  States. 


Dplication  of  computer  technology  in  the 

road  industry  may  be  more  diverse  than 

iy  other  industry,  even  airlines  and  bank- 

g.  Railroad  computers  help  plot  the  best 

nbination  of  cargo,  design  more  efficient 

utings  and  make  the  maximum  possible 

use  of  all  available  cars  and  tracks.  And 

computers  are  being  used  to  control 

signals  and  switching;  to  monitor  the 

condition  of  track,  roadbed  and  freight 

cars;  to  test  new  equipment;  and  to 

:rease  railroad  fuel-efficiency  even  more. 

\e  results  are  quietly  spectacular— more 

iht  moving  more  efficiently  and  requiring 

fuel.  No  wonder  railroads  are  outselling 

leir  competitors.  Freight  railroads  are  on 

the  move  and  proud  of  it. 

Association  of  American  Railroads 

Dept.  402  T,  1920  L  St.,  N.W. 

Washington,  D.C.  20036. 


ASSOCIATION 

OF  AMERICAN 

RAILROADS 


FREIGHT  RAILROADS 
ARE  ON  THE  MOVE. 
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The  Financial  Source" presents  the  future. 


To  these  6  year  old  children,  technology 
is  just  something  that  turns  fractions  into  a 
challenging  learning  game. 

To  Manufacturers  Hanover  Corporation, 
technology  is  the  way  to  make  your  business 
work  better.  To  move  money  around  the  world 
in  the  time  it  takes  to  read  this  message.  To 
present  your  complete  financial  picture  on  a 


video-terminal  each  morning.  To  make 
cash  management  child's  play. 

But  the  state  of  the  art  never  stands  still. 
And  the  very  people  who  make  the  tech- 
nological breakthroughs  need  financial 
support  to  continue.  Some  of  the  largest 
electronic  companies  in  America  depend 
on  The  Financial  Source  for  credit  services 


The  promise  doesn't  come  from  the  computer.  But  from  what  the  computer  makes  possible  in  the  mind  of  the  child. 
Tom  Sneider  Productions.  Inc.  and  Spinnaker  Software  Corporation  of  Cambridge.  Mass.  create  teaching  programs 

for  young  children,  then  test  each  program  in  an  actual  classroom  environment. 


ecured  financing,  for  any  financial  need. 

Manufacturers  Hanover  helps  you  wher- 
ver  you  are,  because  we  span  the  country 
/ith  1,050  offices.  Including  those  of  our 
TT  Financial  Corporation.  Well  even  put 
Dgether  special  teams,  drawn  from  our 
amily  of  companies,  if  that's  what  it  takes 
d  solve  a  problem  for  you. 


The  seeds  of  tomorrow  are  planted  today. 
By  what  we  do.  And  the  way  we  do  it.  Our 
way  is  defined  by  the  words  Quality,  Loyalty 
and  Consistency.  Quality  in  our  financial 
products.  Loyalty  to  our  customers.  Consis- 
tency in  our  performance. 

As  these  computer  kids  will  prove  again — 
people  make  the  future.  Consider  us  for  yours. 


MANUFACTURERS  HANOVER 

The  Financial  Source. SM  Worldwide. 


Member  FDIC 


Judith  Gefter 


Eckerd  Chairman  Stewart  Turley  on  TV  at  Tampa  VideoConcepts  store 
"We  bought  a  lot  of  problems." 


tomers  go  to  VideoConcepts  for  sales 
advice  and  then  buy  at  Crazy  Eddie? 
Turley  shrugs.  "Everybody  has  that 
problem  to  some  degree/'  he  says. 

Also,  while  Turley  is  counting  on 
continued  growth  in  video  retailing 
demand  to  lift  all  boats,  high  tide  may 


have  already  passed.  The  biggest  ex- 
pansion may  have  occurred  at  the 
very  time  AHV  was  enmeshed  in  its 
own  problems.  "I  don't  think  we  can 
continue  to  sustain  the  rate  of  growth 
we've  seen,"  says  Allan  Schlosser  of 
the  Electronic  Industries  Association. 


Take  VCRs,  one  of  the  great  growth 
areas  in  consumer  electronics.  Unit 
sales  jumped  from  1.36  million  in 
1981  to  an  estimated  7  million  this 
year.  However,  Schlosser  says,  they 
will  probably  level  off  at  around  8 
million  next  year.  He  expects  similar 
plateaus  for  projection  TVs,  video 
cameras  and  color  TVs. 

But  Turley  is  convinced  AHV  will 
make  money  this  year,  and  he  denies 
rumors  that  Eckerd  wants  to  dump  it. 
That's  hardly  bullish  for  the  stock 
(which  sold  recently  at  26 'A,  or  11.7 
times  fiscal  1984's  earnings  of  $2.27, 
compared  with  multiples  of  13.4  and 
16.6  for  competitors  Walgreen  and 
Rite  Aid).  "If  they  sold  AHV,  Wall 
Street  would  probably  stand  up  and 
cheer,"  says  analyst  Robert  Roth  of 
Merrill  Lynch,  who  believes  the  trou- 
bled subsidiary  penalizes  Eckerd's 
earnings  by  30  cents  a  share. 

Of  course,  if  Turley  can  get  AHV  to 
break  even,  he  could  really  spruce  up 
its  image — and  command  a  better 
price.  Eckerd  might  not  even  have  to 
take  a  big  writedown,  Roth  says,  be- 
cause its  fancy  mall  leases  are  worth 
plenty.  And  the  proceeds  could  go 
back  into  the  drug  business — which  is 
what  Turley  clearly  intends.  "Expan- 
sion of  our  drug  chain  will  be  the  core 
growth  in  the  years  to  come,"  he 
vows.  It's  been  a  hard  lesson.  ■ 


PRECISION 
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Not  everyone  can  meet 
the  needs  of  state-of- 
the-art  industries. 
That's  precisely         j^fc 
why  increasingly-  -J^ 
those  industries 
are  placing 
their  faith,       a 
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In  addition  to  a  Technical 
Education  System  that  can 
train  all  the  skilled  workers 
you  need,  South  Carolina 
offers  a  work  stoppage  rate 
that's  among  the  nation's  lowest; 
productivity  rate  among  the 
hest;  and  a  research  authority 
tailored  to  assist  technically- 
oriented  industries. 
And  that's  just  the 
beginning.  Give  us  a  call  to 
learn  all  the  reasons  South 
Carolina  is  precisely  the 
place  for  your  business. 
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Carolina 


{ South  Carolina  State  Development  Boards 
1a,  SC  29202.  (803)  758-3145,  TWX  8W-666-2628. 
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When  it  comes  to  telling  people 
your  business,  nothing  beats  NYNEX  Yellow 
\  Pages.  Because  8  out  of  10  who  pick  one 
up,  follow  up  with  a  phone  call,  a  visit  or 
a  letter. 

In  short,  everybody  profits  from 
NYNEX  Yellow  Pages.  Both  businesses  and 
customers.  To  keep  it  that  way,  NYNEX  Infor- 
mation Resources  constantly  searches  out 
new  ways  to  make  directories  even  more 
helpful. 

New  graphics  make  ads  more 
powerful.  Products  listed  by  brand  name 
help  consumers  zero  in  on  what  they 
want.  Spanish  and  Business-to-Business 
Directories  help  advertisers  zero  in  on 
customers.  And  new  ways  to  get  both 


together  are  o\>  the  way. 

That's  not  just  altruism.  That's  good 
business  sense.  Because  we  profit,  too. 
Last  year,  NYNEX  directories  brought  in 
several  hundred  million  in  revenues.  Team 
New  York  drive  with  New  England  talent 
and  you  expect  to  win. 

NYNEX  is  the  parent  company  of 
NYNEX  Information  Resources,  plus 
New  York  Telephone,  New  England  Tele- 
phone and  other  subsidiaries  that  offer 
mobile  services  and  business  communi- 
cations equipment. 

For  information,  call  (800) 
441-1919.  In  Utah,  call  (800)  453-9000. 
Or  write  Tony  Parra,  Dir.  of  Investor 
Relations,  NYNEX,  Box  2945,  NY,  NY  10185. 


©  NYNEX  Corporation  1984 
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How  Greece  s  pro-Soviet  demagogue  uses 
Western  money  to  stay  in  power  while 
blaming  his  country's  problems  on  those 
terrible  Americans. 

Having  it 
both  ways 


By  Marcia  Berss 


Stephen  Shames 


Prime  Minister  Andreas  Papandreou  and  his  worry  beads 

Insults  for  the  U.S.,  arms  for  gaddafi  and  a  beggar's  bowl  full  of  aid. 


Biting  the  hand  that  feeds  him 
seems  Andreas  Papandreou's 
favorite  sport.  Greece's  Ameri- 
can-educated but  pro-Soviet  prime 
minister  runs  his  one-horse  economy 
on  capitalist  aid  and  capitalist  tour- 
ism while  attacking  American  "impe- 
rialism" and  cozying  up  to  Moscow. 

This  consummate  hypocrite  has 
brought  Greece  to  the  brink  of  eco- 
nomic disaster.  Stagflation  rages.  In- 
flation is  18%  in  spite  of  price  con- 
trols, and  there's  no  economic 
growth.  In  the  Plaka  district  of  Ath- 
ens, tourism  flourishes,  but  inflation 
and  the  weak  currency  mean  the  tour- 
ists aren't  producing  the  profits  for 
the  Greeks  that  they  should.  The 
owner  of  a  weaving  shop  points  to  a 
small  tablecloth  she  has  woven  by 
hand.  "Five  days'  work,"  she  says. 
The  price  is  7,500  drachmas,  about 
$60.  "Then  I  must  pay  for  materials, 
lights,  rent  and  water,"  she  recites. 
"No  money.  I  make  no  money." 

The  Greek  people  turned  out  a 
middle-of-the-road  government  in 
1981  at  least  partially  because  of  the 
sick  economy,  at  a  time  when  global 
inflation  and  successive  oil  shocks 
were  battering  economies  far  stronger 
than  Greece's.  Promising  to  cure  the 
economy,  spread  the  wealth  and  dis- 
tance Greece  from  the  U.S.,  Papan- 
dreou won  the  election  but  is  losing 
the  economic  war.  He  makes  head- 
lines with  his  anti-American  dia- 
tribes— like  putting  the  blame  on  the 
U.S.  for  the  shooting  down  of  the  Ko- 
rean jetliner  one  year  ago.  He  cynical- 
ly sells  Greek  arms  to  Colonel  Qad- 
dafi,  Libya's  terrorist  dictator. 

In  the  economic  sphere  Papandreou 
has  tried  to  carry  out  his  impossible 
campaign  promises  by  granting  wage 
increases  that  run  above  the  inflation 
rate.  That's  easy  to  do,  but  it  results  in 
making  Greece  even  less  competitive 
with  its  European  trading  partners 
than  it  already  had  been.  He  has 
toughened  price  controls,  catering  to 
the  mob  but  destroying  incentives  to 
invest.  Despite  his  anti-U.S.  rhetoric 
he  has  welshed  on  his  promise  to 
withdraw  Greece  from  NATO  and  the 
Common  Market.  Why?  Because 
without  Western  capital  and  loans, 
the  Greek  economy  would  collapse, 
and  without  its  EEC  and  NATO  ties, 
Greece  would  get  no  Western  money. 

True,  the  Socialists  inherited  a  24% 
inflation  rate  on  taking  office,  double 
that  for  the  remainder  of  Europe.  Now 
inflation  is  down  to  18%  to  20%,  but 
it  is  nearly  triple  the  rate  of  its  EEC 
trading  partners.  Unemployment  has 
doubled,  from  4%  in  1981  to  over  8% 
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The  Temple  of  Poseidon  at  Sounion 
Papandreou  inherited  the  ruins. 

this  year.  A  vast  government  bureau- 
cracy even  absorbs  a  hefty  share  of  the 
labor  force.  About  one  in  seven  work 
in  the  public  sector.  Nevertheless,  a 
lot  of  able-bodied  men  pass  their  time 
sitting  around  at  street  cafes.  Private 
investment  has  all  but  dried  up. 

The  9.5  million  inhabitants  of 
Greece  want  a  Western-style  standard 
of  living — cars,  refrigerators,  leisure 
time — but  Greece  is  still  a  pre-indus- 
trial  economy.  One  in  three  Greeks 
still  labors  in  agriculture,  by  far  the 
highest  percentage  in  Western  Eu- 
rope. Yet  there  are  so  many  cars  in 
Athens — home  for  more  than  3  mil- 
lion Greeks — that  only  half  the  cars 
may  drive  in  the  city  on  any  day. 

Where  did  the  money  come  from  for 
the  cars  and  other  good  things?  From 
the  profits  of  a  locally  protected  mar- 
ket, cheap  government  credit  and  re- 
mittances from  Greeks  abroad.  But 
Greek  industry  was  obsolete,  and 
Greece's  entrance  into  the  EEC,  in 
January  1981,  instigated  by  the  pre- 
vious New  Democracy  Party  govern- 
ment, was  calculated  to  pull  the  coun- 
try forward  and  to  force  Greek  indus- 
try to  learn  how  to  function  in  a  free 
market.  That  was  painful.  By  expand- 
ing the  government's  role  in  setting 
price  and  wage  controls — called  an  in- 
comes      policy — Papandreou       has 


masked  the  symptoms  of  readjust- 
ment but  frustrated  the  process. 

Greek  businessmen  feel  the  frustra- 
tion keenly.  Dimitris  Daskalopoulos 
runs  a  family  business,  Delta  Dairy, 
the  largest  dairy  in  Greece.  With  its 
large  agricultural  sector,  Greece 
should  be  able  to  compete  in  food 
products.  But  the  Papandreou  govern- 
ment puts  obstacles  in  the  way.  The 
latest  incident,  Daskalopoulos  com- 
plains, is  that  the  government  now 
tells  him  what  he  can  spend  on  pro- 
moting and  advertising  his  products. 
That's  important,  he  says,  because 
the  "Greek  consumer  is  becoming 
more  sophisticated,  and  we  have  to 
start  paying  more  attention  to  mar- 
keting." Also,  Daskalopoulos  knows 
that  with  Greece's  protectionist  bar- 
riers down,  European  food  giants  like 
Unilever  are  eyeing  the  Greek  mar- 
ket. "But  this  government  limits  how 
we  exert  our  marketing  policy,"  he 
says  bitterly. 

About  half  of  Delta's  $50  million  in 
revenues  comes  from  pasteurized 
milk.  Cheap  milk  is  a  way  to  buy 
votes,  so  milk  is  strictly  price-con- 
trolled. At  current  prices,  Daskalo- 
poulos, a  Northwestern  University 
graduate,  figures  he  loses  about  4 
cents  on  every  bottle  of  milk  he 
wholesales  for  23  cents.  His  ice  cream 


and  yogurt  business  makes  the  profits 
to  cover  milk  losses.  He  would  like  to 
expand  in  ice  cream  and  yogurt  and 
perhaps  fruit  juices.  "Not  cheese, 
though — too  politically  sensitive,"  he 
says,  because  price  controls  would 
make  it  unprofitable. 

But  his  ability  to  expand  is  limited 
because  his  modern  production  plant 
on  the  outskirts  of  Athens  is  operat- 
ing at  capacity.  "With  all  this  EEC 
competition  coming  in,  we'd  love  to 
build  a  new  plant.  Clearly,  as  an  eco- 
nomic decision,  we  should,"  he  says. 
That  would  also  help  the  15,000  farm- 
ers from  whom  Delta  buys  its  raw 
milk.  But  considering  the  political  sit- 
uation, Daskalopoulos  is  deferring 
any  new  plant.  "This  government 
will  probably  make  me  go  and  beg  to 
them  to  take  this  company  off  my 
hands,"  he  laughs. 

Since  coming  into  power,  Papan- 
dreou's  Pan-Hellenic  Socialist  Move- 
ment (PASOK)  has  taken  control  of  15 
"ailing"  companies,  including  the 
largest  industrial  employer,  textile- 
maker  Piraiki-Patraiki.  Does  it  make 
sense  to  make  the  productive  sectors 
of  the  economy  subsidize  the  sick  sec- 
tors? Papandreou's  Minister  of  the 
National  Economy,  Gerassimos  Ar- 
senis,  has  one  explanation: 

"These  companies  borrowed  to  fi- 
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he  boys  try 
a  new  place 
in  their  Peugeot 


They  have  driven  almost  two 
hours  to  get  to  this  place,  a  lake 
with  an  old  Indian  name  that  means 
"Fish  jump  out." 

It  was  still  dark  when  the  man 
woke  the  boy  and  they  both  tiptoed 
around  the  house,  the  floorboards 
cold  under  their  feet,  getting  ready. 
Getting  ready  consisted  of  climbing 
into  some  clothes  and  taking  the 
sandwiches  out  of  the  refrigerator. 
The  man  did  not  make  the  boy  wash 
his  face  or  brush  his  teeth,  which 
made  the  day  seem  even  more  special. 

They  do  not  bring  the  boy's  sister 
this  time.  She  is  only  four  and  makes 
a  lot  of  noise  and  thinks  fish  stink. 
It  is  just  the  two  of  them,  the  big  one 
and  the  little  one.  "The  boys,"  as 
the  mother  calls  them. 

"Do  you  think  it's  true?"  the 
boy  asks. 

"Is  what  true?" 

"Fish  jump  out." 

The  man  nods.  "You'll  see." 


Nothing  says  a  wagon  has  to  be  primitive. 
Seats  of  soft,  supple  leather  are  available  at 
extra  cost  in  the  Peugeot  505  S. 


«? 


The  station  wagon  they  have 
driven  up  here  in  is  a  Peugeot, 
the  505  S. 

It  is  a  big  wagon.  With  its  rear 
seat  up,  it  has  more  cargo  space  than 
any  other  wagon  available  in  America. 
The  payload  is  over  half  a  ton. 

It  is  a  lavishly  equipped  wagon. 
Air  conditioning  is  standard  equip- 


ment. Central  locking.  Cruise  c 
trol.  Power  steering,  brakes,  win 
antenna.  A  digital  radio/cassetti 
system  with  six  speakers.  Heatec 
front  seats.  Even  side  mirrors  th: 
de-ice  themselves.  All  standard 
equipment.  The  Peugeot  is  very  n 
a  wagon  for  comfort  of  body. 
It  is  also  a  wagon  for  comfoi 


mind.  The  Peugeot  is  one  big  wagon 
that  is  designed  not  to  wag  its  tail 
dumsily  from  side  to  side  on  the  high- 
way. It  handles  exactly  like  a  sedan. 
You  can  have  a  Peugeot  wagon 
with  vinyl  seats,  velour  seats,  or 
leather  seats.  A  fuel-injected  gaso- 
line engine  or  a  turbocharged-diesel 
mgine.  Prices  range  from  $12,440  to 


$  17,965?  (Prices  of  Peugeot  sedans 
range  from  $11,900  to  $18,330.) 

Please  call  1-800-447-2882  toll 
free  in  the  continental  U.S.  for  a 
facts-filled  brochure  and  the  name 
of  your  nearest  Peugeot  dealer. 

*  Based  on  P.O.  E.  manufacturer's  suggested  retail  prices. 
Actual  prices  may  vary  by  dealer.  Destination  charges, 
taxes,  dealer  preparation,  if  any,  and  license  fees  are  extra. 
Cargo-carrying  capacity  based  on  EPA  measurements. 


)  1984,  Peugeot  Motors  of  America,  Inc. 


nance  deficits  and  did  not  borrow  to 
make  necessary  investments.  They 
failed  to  adjust  to  the  improvement 
and  sophistication  of  Greek  consumer 
tastes  that  came  with  urbanization 
and  the  rapid  increase  in  income." 
Here  is  a  government  that  lectures 
companies  about  adjusting  to  changes 
in  the  market  yet  puts  bureaucratic 
restrictions  on  marketing  outlays. 

Arsenis  continues:  "So  now  we 
have  a  bunch  of  companies  that  are 
overindebted,  have  not  made  invest- 
ments to  adjust  their  technology  and 
are  producing  commodities  that  are 
not  quality-wise  competitive  with 
European  ones.  Debt  restructuring 
can't  be  done  on  commercial  terms, 
so  the  government  moves  in.  Now  we 
have  a  program  to  restructure  the 
companies,  upgrade  production  and 
change  the  debt-equity  structure. 
Once  they  turn  around,  we  will  sell 
their  shares  in  the  stock  market." 

What  stock  market?  Mention 
stocks  to  any  Greek  investor  and  you 
will  get  either  a  puzzled  look  or  an 
uproarious  laugh,  because  Greek  in- 
dustry was  built  on  bank  loans  and 
family  money.  Says  Arsenis:  "Yes,  we 
have  a  very  limited  market.  But  the 
stock  market  is  weak  because  indus- 
try performance  is  poor.  If  it  is  good, 
Greeks  will  buy  stock." 

In  fact,  if  performance  is  good,  the 
socialist  bureaucrats  will  move  in  to 
penalize  the  successful.  Halyvourgiki, 
a  leading  steelmaker,  was  slapped 
with  a  9  billion  drachma  fine  (the 
company  has  total  assets  of  9.7  billion 
drachmas)  for  allegedly  overpricing 
coal  imports  to  lower  its  reported 
profits  and  thereby  avoid  taxes.  The 
courts  recently  overturned  the  penal- 
ty. Similar  charges  were  brought 
against  George  Tsatsos  and  his  Hera- 
cles General  Cement  Group,  a  blue- 
chipper  and  the  largest  cement  ex- 
porter in  Europe.  "I  can't  say  too 
much  because  I'm  something  of  a  tar- 
get," Tsatsos  told  Forbes.  He  recently 
finished  four  days  of  preliminary  tes- 
timony in  the  government's  case 
against  him,  and  the  question  in  Ath- 
ens was  whether  he  would  be  tossed 
into  jail.  "Protective  custody,"  sighs 
Tsatsos.  "It's  only  symbolism,  and  I'd 
get  out."  Tsatsos'  alleged  offenses  car- 
ry a  death  penalty.  It's  unlikely  to  be 
carried  out,  but  the  threat  is  there. 

Guilty  or  innocent,  that's  the  kind 
of  harassment  driving  private  capital 
out  of  Greece.  Between  1981  and  1983 
the  Greek  drachma  lost  59%  of  its 
value  against  the  dollar,  twice  the  av- 
erage suffered  by  Greece's  European 
trading  partners.  Not  surprisingly,  no 
Greek  businessman  wants  to  hold 
drachmas.  As  a  result,  a  black  market 


Geoffrey  C.  ClifforoVBlack  Star 


A  Greek  farmer 

Inefficient  agriculture  absorbs  a  third,  of  the  workforce. 


Stephen  Shames 


A  Greek  textile  worker 

Protected  by  the  government,  manufacturers  never  learned  to  compete. 
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Zeros  come  to  life. 


Zero  Coupon  Bonds  are  the  current  rage 
on  Wall  Street.  And  why  not? 

Zeros  can  be  purchased  for  a  fraction  of 
their  face  value.  Your  investment  com- 
pounds over  the  life  of  the  bond  and  you 
know  in  advance  how  much  money  you'll 
receive  at  maturity.  And  when  Zeros  are  in 
the  form  of  U.S.  Treasury  Securities  that 
have  been  stripped  of  their  coupons,  they 
combine  maximum  safety  with  a  locked  in 
high  return  when  held  to  maturity. 

Now  Monarch,  and  only  Monarch,  has 
added  this  investment  option  to  life  insur- 
ance. You  can  now  direct  your  insurance 
premiums'  investment  dollars  to  Monarch's 
Zero  Coupon  Treasury  Option  with  fixed 
maturities  of  5,  10,  even  19  years. 

No  other  form  of  life  insurance,  no  other 
life  insurance  company  gives  you  an  in- 
vestment option  like  this-with  known 
double-digit  rates  of  compounding  for  as 
long  as  19  years.  Exact  policy  values  will 
vary  up  and  down  before  maturity,  reflect- 
ing the  current  market  values  of  the  under- 
lying U.S.  Treasury  Securities. 

As  long  as  your  policy  stays  in  effect,  all 
growth  on  your  Zero  Option  is  income  tax 
free.  That's  right,  income  tax  free.  Income 


tax  free  to  you.  And  death  benefits,  of 
course,  are  income  tax  free  to  your  heirs. 

The  Zero  Coupon  Treasury  Option  is 
yours  in  Monarch's  annual  premium  policy 
called  Directed  Life.  And  our  single  pre- 
mium policy,  Prime  Plan.  Both  policies 
offer  other  interesting  investment  options 
from  money  market  to  stock  and  bond 
portfolios  managed  by  Merrill  Lynch 
Asset  Management.* 

Monarch  Life,  of  course,  guarantees  the 
face  amount  of  the  policy  you  purchase. 
No  matter  which  option(s)  you  select.  So 
your  life  insurance  protection  remains 
secure. 

A  first?  Most  definitely.  Because  we  be- 
lieve that  much  as  the  quality  of  life  varies, 
so  does  the  quality  of  life  insurance. 

How  many  other  insurance  companies 
give  you  a  Zero  option? 

In  a  word,  zero. 


For  more  complete  information  on  Monarch's  Zero 
Option,  Directed  Life  and  Prime  Plan,  including  all 
charges  and  expenses,  send  for  free  prospectuses. 
Please  read  the  materials  carefully  before  you  make 
a  purchase.  Contact  Monarch  Resources,  Inc., 
211  Progress  Drive,  Montgomeryville,  PA  18936 
(800)  233-3400  or  (800)  553-1300. 


♦Directed  Life  insurance  (Monarch  Life's  Annual  Premium  Variable  Life  Insurance  policies,  Form  Nos.  55750  and  56676)  and  Prime 
Plan  (Monarch  Life's  Single  Premium  Variable  Life  Insurance  policy,  Form  No.  56008)  were  developed  by  Monarch  Resources  and 
are  issued  by  Monarch  Life  Insurance  Company.  The  Zero  Option  consists  of  three  Unit  Investment  Trusts  investing  in  stripped  U.S. 
Treasury  Securities.  The  trusts  are  part  of  The  Merrill  Lynch  Fund  of  Stripped  ("Zero")  U.S.  Treasury  Securities,  Series  A  and  are 
sponsored  by  Merrill  Lynch,  Pierce,  Fenner  &  Smith  Incorporated.  The  mutual  fund  portfolios  are  managed  by  Merrill  Lynch  Asset 
Management,  Inc.,  in  the  Merrill  Lynch  Series  Fund,  Inc.  In  California  and  Georgia  Directed  Life  is  known  as  Variable  Life 
Insurance.  Not  available  in  all  states.  Form  #56833.  ©  1984  Monarch  Resources,  Inc. 
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Ever  feel  like  you're  busy  with  too  many  projects? 

Sounds  like  you  need  The  Smart  Desk. 

The  Smart  Desk  is  any  desk  with  an  IBM  computer  or  terminal,  such  as 
the  IBM  3270  Personal  Computer  shown  here. 

You  can  use  its  full  screen  to  concentrate  on  one  project  at  a  time.  Or. 
attached  to  your  company's  IBM  host  computer,  the  3270  PC  can  help  you 
do  many  things  at  once. 

For  example.  Window  A  (blue  background)  can  display  your  company's 
telephone  directory. 

While  Window  B  (blue  type,  black  background)  lets  you  see  your 
schedule,  or  search  and  retrieve  documents,  or  send  messages,  or  write 
a  file  memo. 

Window  C  (the  green  one)  shows  the  items  in  your  in -basket.  It  could 
contain  the  1984  Operations  Plan,  the  itinerary  for  an  upcoming  trip  to 
Boston,  a  memo  from  Tom  Smith  and  the  Eastern  Regional  Sales  Report. 
Just  select  the  one  you  want  to  read  and  it  expands  into  a  full  screen. 

Window  D  (the  red  one)  might  display  the  Dow  Jones  Stock  Reporter.* 

And  you  can  use  the  orange  window  to  run  a  Personal  Computer  pro- 
gram such  as  a  financial  spreadsheet. 

There  are  also  two  electronic  notepads  for  keeping  track  of  note- 
worthy information. 

The  IBM  3270  Personal  Computer  can  do  much,  much  more. 
But  the  point  is.  a  Smart  Desk  can  put  lots  of  information  at  your 
fingertips.  Information  that  can  help  you  be  more  productive, 
and  help  your  company  be  more  competitive. 

One  other  thing:  Quantity  discounts  are  available  on  the 
3270  PC.  To  find  out  more,  contact  your  IBM       ^^r-i^,^ 
representative.  ,=.JS3.=  t:L 

Trademark  of  Dow  Jones  Inc. 


The  Smart  Desk  from  IBM_ 


he  busy  get  down 
o  business. 


has  developed  to  get  money  out. 
Greece's  mammoth  shipping  industry 
is  a  favorite  route  since  it's  almost 
totally  an  offshore  business,  with 
transactions  executed  in  dollars,  not 
drachmas.  It  works  like  this:  A  Greek 
shipper  pays  his  Greek  bills — wages, 
ship  maintenance — in  drachmas.  The 
current  rate  is  about  120  drachmas  to 
the  dollar.  But  the  shipper  uses  drach- 
mas he  gets  from  a  businessman  who 
wants  his  money  out  of  Greece.  The 
businessman  sells  drachmas  to  the 
shipper  at  130  to  the  dollar.  The  ship- 
per pockets  the  10-drachma  currency 
profit.  The  businessman  gets  a  secret 
foreign  dollar  account.  Can  anyone 
blame  the  pair? 

With  private  invest- 
ment all  but  gone,  the 
government  is  stepping 
in.  The  government  defi- 
cit, according  to  the  Bank 
of  Greece,  rose  as  a  pro- 
portion of  gross  domestic 
product  from  8.6%  in 
1980  to  12%  last  year. 
Says  Minister  Arsenis: 

"As  a  developing  coun- 
try we  have  enormous 
needs  to  improve  our  pub- 
lic health,  transportation 
and  education.  Within  our 
banking  system  we  have 
allocated  a  certain  per- 
centage of  savings  for  fi- 
nancing investments, 
public  or  private.  Now,  the 
portion  for  private  invest- 
ment has  not  been  picked 
up  by  the  private  sector,  so 
this  public  investment  is 
not  crowding  out  private 
investment."  A  classic 
case  of  trying  to  redivide  a 
tiny  pie  instead  of  trying  to 
bake  a  bigger  one. 

Has     the     government 

learned  from  its  mistakes?     

A  government-mandated  wage  policy 
in  1982  pushed  up  wages  28%,  vs.  a 
21%  inflation  rate,  while  productivity 
declined.  "I'll  admit  we  made  a  mis- 
take there,"  says  Bank  of  Greece  Dep- 
uty Governor  Panayotos  Korliras.  But 
no  remedy  is  in  sight:  This  year  wages 
will  be  up  another  5%  in  real  terms, 
according  to  the  Bank  of  Greece.  With 
local  industry  hobbled  and  inefficient, 
and  with  workers'  pockets  bulging, 
much  of  the  increase  in  spending 
power  goes  to  buy  foreign  consumer 
goods.  By  the  end  of  next  year  Greece 
will  have  accumulated  the  largest 
current  account  deficit  in  Europe, 
says  the  London-based  American  Ex- 
press Bank. 

To  pay  for  this,  Papandreou  turns  to 
Western  bankers.  Since  he  came  into 


office,  Greece's  foreign  debt  has 
jumped  over  40%,  and  now,  by  Bank 
of  Greece  statistics,  it's  24%  of  GDP. 
Greece  is  now  borrowing  just  to  pay 
the  interest  on  its  foreign  loans.  Ar- 
senis dismisses  criticism  that  exter- 
nal debt  is  reaching  a  danger  zone,  but 
just  last  month  American  and  Japa- 
nese bankers  balked  at  Greek  terms 
on  a  $300  million  loan  for  the  Greek 
phone  company. 

Bankers  are  not  the  only  source  of 
Western  money  for  Papandreou.  Last 
year  Greece  received  about  $800  mil- 
lion in  handouts  from  the  Common 
Market.  Including  loans  from  the  EEC 
bank,  it  may  receive  over  $1  billion  in 
aid  this  year.  The  government  also 


has  had  only  three  years  to  fulfill  cam- 
paign pledges,  and  three  years  is  not 
enough  time.  Taxi  drivers  love  An- 
dreas Papandreou  because  he  pushed 
to  break  the  taxi  monopoly  and  vastly 
increased  the  number  of  taxi  licenses. 
Yet  knowledgeable  political  observ- 
ers, such  as  Helen  Vlachos,  publisher 
of  the  influential  newspaper  Kathimer- 
ini,  believe  the  taxi  driver's  assess- 
ment is  the  popular  one  in  Greece. 
Last  June,  in  European  Parliament 
elections,  Papandreou's  PASOK  party 
fell  to  42%  of  the  vote  from  the  48%  it 
took  in  the  1981  election.  Vlachos 
doubts  this  spells  the  electoral  doom 
of  Papandreou,  but  interprets  it  sim- 
ply as  a  warning  to  Papandreou  to 
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A  Greek  tanker  at  anchor  at  Port  Elizabeth,  N.J. 

The  fleets  earn  hard  currency,  but  they've  fallen  on  bad  times. 


looks  to  Western  investment  to  pull 
Greece  into  industrialization.  "The 
Greeks  never  really  invested  in  for- 
ward-looking industry,"  says  the 
Bank  of  Greece's  Korliras.  "We  must 
attract  the  foreign  investor." 

Papandreou  skillfully  directs  the 
blame  for  this  mess  at  the  U.S.  and 
the  CIA.  He  appeals  to  Greek  senti- 
ment by  lambasting  the  Turks.  He 
fantasizes  about  a  $100  million  anti- 
Papandreou  slush  fund  operating  out 
of  Chicago  to  undermine  him. 

The  irony  is  that,  with  the  help  of 
Western  money,  ordinary  Greeks 
have  been  insulated  from  the  effects 
of  Papandreou's  economic  folly.  Your 
taxi  driver  will  tell  you  he  will  vote 
for  Papandreou  in  the  October  1985 
national  elections,   because   PASOK 


move  no  further  left. 

So  opposition  leader  Constantine 
Mitsotakis,  head  of  the  New  Democ- 
racy Party,  will  have  a  difficult  fight 
in  the  fall  1985  elections.  Mitsotakis, 
nicknamed  the  Tall  One  because  of 
his  6-foot  stature,  told  Forbes:  "My 
top  priority  is  for  economic  confi- 
dence to  be  restored  in  order  to  get  the 
private  sector  activated.  We  will 
minimize  state  intervention  to  the 
lowest  possible  level.  Our  efforts  to 
rejuvenate  the  economy  will  be  based 
on  the  private  sector,  not  the  public. 
Ours  are  the  politics  of  motivation." 

But  as  long  as  the  wily  Papandreou 
can  bribe  the  voters  with  the  help  of 
Western  loans  and  grants,  it  will  be 
tough  to  persuade  them  to  turn  this 
left-wing  Santa  Claus  from  office.  ■ 
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NATURALLY   HYATT. 


Elegant,  yet  refreshingly  unpreten- 
tious. That  is  the  Hyatt  style.  You'll 
find  it  in  the  fresh  juices  we  pour  at  our 
tables.  In  the  lush,  natural  foliage  that 
blooms  throughout  our  lobbies.  And  in 
the  friendly  ways  of  our  staff. 

Our  restaurants  offer  subtlety, 
instead  of  stuffiness.  Fresh  seafoods, 
meats,  vegetables,  fruits,  and  pastas 
come  together  in  perfect  balance.  The 
result  is  delightfully  inventive  cuisine, 
as  healthy  for  the  body  as  it  is  pleasing 
to  the  palate. 

To  truly  great  hotels,  elegance 
comes  naturally.  A  natural  touch  of 
Hyatt.  Don't  you  \Y/TCL_J 

YOU  WERE 
HERE® 

CHICAGO 

In  Illinois  Center  overlooking  Michigan 
Avenue  and  Lake  Michigan. 

FORT  WORTH 

The  spirit  of  the  West  in  historic 
Fort  Worth. 

HOUSTON 

In  the  very  heart  of  exciting  Houston,  walk 
to  business  through  climate-controlled 
tunnel  system. 

SAN  FRANCISCO 

Hyatt  Regency  soars  above  the 
Embarcadero  Center  business  complex. 

SAN  FRANCISCO 


Hyatt  on  Union  Square  is  an  elegant 
hotel,  located  in  the  heart  of  the  city's 
finest  shopping. 

HYATT©HOTELS 

For  reservations,  call  your  travel  planner 
or  800  228  9000.  ©1984  Hyatt  Hotels  Corp. 


Meet Edouard Leclerc,  the  French  discount- 
er whose  free-enterprising  ways  do  more  to 
reform  the  French  economy  than  all  of 
Franqois  Mitterrand's  leftist  experiments. 

Distributing  the 
loaves  and  fishes 


By  Rosemary  Brady 


What  is  my  greatest  aspira- 
tion?" A  sly  smile  comes 
over  the  Frenchman's  wrin- 
kled face  as  he  thinks  of  the  chaos  he 
could  cause  on  the  Rue  Faubourg  St. 
Honore,  where  the  rich  buy  their  dia- 
monds at  fancy  prices.  "It  is  to  see  a 
woman  wear  the  most  beautiful  jew- 
els at  the  cheapest  price.  Why  should 
a  woman  have  to  wait  until  she  is  60 
years  old  to  buy  beautiful  jewels?  She 
should  be  able  to  afford  them  when 
she  is  young." 
The   jewelers   needn't   panic   yet. 


France's  greatest  discounter  is  cutting 
prices  on  groceries,  not  diamonds.  But 
who  knows  where  he  will  strike  next? 
Meet  Edouard  Leclerc.  In  blue  and 
orange,  his  name  is  emblazoned 
across  500  French  supermarkets  and 
discount  stores  called  hypermarkets, 
selling  clothes,  small  appliances,  cos- 
metics and  the  like.  The  prices  are 
lower:  20  francs  for  a  bottle  of  sham- 
poo that  the  drugstore  sells  for  25  (a 
45 -cent  difference),  144  francs  for  an 
electric  coffee  pot  that  goes  for  169 
francs  at  the  hardware  store,  62.4 
francs  for  a  book  that's  78  francs  in  a 
bookstore  (about  $1.50  less). 


J.M  Delmor.il 


France's  biggest  discounters,  Edouard  and  Michel-Edouard  Leclerc 
"We  can  sell  less  expensively  and  withstand  the  competition.' 


Such  discounting  is  old  stuff  in  the 
U.S.,  but  France  is  a  nation  of  little 
shopkeepers.  Their  prices  are  usually 
high,  but  they  are  protected  by  the 
government,  even  the  Socialist  gov- 
ernment in  power  in  France  today. 
They  are  protected  because  there  are 
so  many  of  them  and  because  tradi- 
tion is  more  important  than  change.  K 
marts  aren't  welcome  here. 

When  Leclerc  cuts  prices,  the  shop- 
keepers and  their  allies  in  govern- 
ment come  up  with  laws  to  block 
him,  like  a  1974  law  that  forces  super- 
markets to  go  through  an  application 
process  that  may  stall  a  store-opening 
by  three  to  four  years,  or  a  1982  law 
that  regulates  book  prices.  Gasoline 
prices  are  fixed  by  law,  and  discount 
stores  can't  sell  cigarettes. 

In  spite  of  such  handicaps  he  has 
built  a  retailing  chain  whose  sales  are 
huge  even  by  U.S.  standards — $4.4 
billion  in  1983.  Sipping  champagne  in 
the  office  of  one  of  40  new  Leclerc 
stores  opened  this  year,  he  says:  "I  am 
for  freedom — free  markets  and  free 
prices."  Leclerc,  56,  quit  a  Jesuit  semi- 
nary 35  years  ago.  Now  he  does  more 
than  preach;  he  fights.  In  the  1960s  he 
cracked  a  strike  by  a  powerful  Breton 
dairy  cooperative  by  buying  milk  for 
his  stores  directly  from  farmers.  In 
1974  he  led  a  good  old-fashioned  food 
fight,  his  gang  throwing  fruit  and 
vegetables  back  at  local  merchants, 
who  were  tossing  produce  at  his  new 
store  in  the  town  of  Rochefort. 

Even  today  competing  gasoline  sell- 
ers sometimes  block  the  entrances  to 
his  stations,  which  sell  fuel  at  30  cen- 
times (4  cents)  below  the  fixed  gov- 
ernment price,  and  other  competitors 
sue  him  in  court.  Manufacturers  of 
medical  supplies  won't  deal  with  him 
because  these  products,  up  to  now, 
have  sold  only  in  pharmacies. 

But  the  customers  keep  coming,  so 
much  so  that  Leclerc  and  his  new 
partner,  his  son  Michel-Edouard,  32, 
are  acquiring  their  own  suppliers, 
buying  a  20%  stake  in  Nashville-based 
Oil  Recovery  Corp.  of  America  (re- 
named Trans-Atlantic  Exploration 
Co.)  and  a  slaughterhouse  in  Brittany. 
They're  planning  to  invest  in  Califor- 
nia orange  and  grapefruit  groves. 

"My  father  didn't  aim  to  build  the 
biggest  [discount  store]  group  in 
France,  but  he  did  it  because  no  one 
would  listen  to  his  ideas,"  explains 
Michel-Edouard,  who  taught  econom- 
ics at  the  Sorbonne  before  teaming  up 
with  Edouard  six  years  ago.  "We  have 
in  France  a  [burdensome]  economic 
regime  you  couldn't  possibly  know  in 
the  U.S.  It  dates  from  the  French  Rev- 
olution and  is  dominated  by  corpora- 
tism."   In    the    French    context,    of 
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GENIE" 
THE  GARAGE  DOOR  OPENER 
FOR  PEOPLE  WHO  HAVE 
ARRIVED. 


You  didn't  come  this  far  to  get  out 

and  open  your  garage  door.  Call  now  to 

have  a  professional  Genie  installer  put  a 

dependable  new  Genie  system  in  your  garage. 

When  he  does,  he'll  give  you  a  second  transmitter  free. 

Call  1-800-OK  GENIE 

Hurry,  Offer  Ends  December  1, 1984 
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Show  her  she's  the  reason 
getting  there  was  half  the  fun 
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A  quality  diamond  of  a  ( arat  or  more. 

Quality.  It's  as  important  in  diamonds  as  in 
anything  else  you  own.  It's  especially  important 
in  diamonds  of  a  (  arat  or  more. 

Extraordinary  ( )ne  of  nature's  most  perfect  gifts 
is  also  the  hardest  natural  gemstone  known  to  man. 
It's  spec  ta<  ular.  Impressive.  And  rare 

In  order  to  understand  quality  in  diamonds, 
one  must  understand  the  4C's:  Cut,  Color,  (  laritv 
and  Carat  weight.  Jt  is  the  4<S characteristics  that 
determine  the  value  of  a  diamond 

Your  jeweler  is  the  expert  where  diamonds  are 
COfK  ernrd   I  le  can  show  you  diamonds  of  a  carat  or 
more  of  such  exceptional  quality  as  to  please  even  the 
most  discriminating  tastes,  (jive  her  the  ultimate. 
A  quality  diamond  of  a  carat  or  more 

A  diamond  is  forever. 


the  ringshmtm  features  a  quality  diamond f/f  2  carats  Since  tht#  isn't  the  kind  o)  purchase  vou  make  every  day,  itn  Vt 

preparea  an  informative  hrwhunt  to  heip  v"  make  the  right  decision  Fat  }6u\  copy,  wna  f 2 jOO  to  Diamond  Information  '  enter, 

l  >rj>t  <  .  1345  Avenue  of  the  Ameficai  '■  >'  '  /  1010 


Leclerc  hypermarket  outside  Paris 

fo  one  owns  more  than  two  stores  and  25%  of  the  profits  go  to  employees. 


ourse,  corporatism  doesn't  signify 
ontrol  by  big  corporations  but  con- 
rol  by  interest  groups,  associations  of 
rofessionals  or  merchants. 

Young  Leclerc  continues:  "In  every 
ector  of  economic  life,  there  are 
roups  with  extraordinary  political 
ower.  You  can't  be  a  doctor  unless 
ou  belong  to  the  medical  associ- 
tion.  You  can't  be  a  pharmacist  un- 
;ss  you  subscribe  to  the  pharmaceu- 
ical  association.  All  this  stifles  in- 
estment  and  creativity,  and  the  state 
bores  up  these  groups  to  get  political 
ower.  We  have  shown  we  can  sell 
;oods]  less  expensively  and  with- 
tand  the  competition.  This  is  a  very 
ig  development  in  France." 

The  Edouard  Leclerc  group  is  a  co- 
perative  run  with  a  very  tight  staff 
rid  low  overhead.  Each  store  is  inde- 
endently  owned  and  bound  by  what 
eclerc  calls  a  "moral  contract"  to  sell 
the  best-quality  goods  at  the  lowest 
rice."  A  member  of  the  cooperative 
lust  keep  its  average  gross  margin 
own  to  14%  and  distribute  25%  of 
ross  profits  to  employees.  Leclerc 
managers  regularly  meet  to  exchange 
lformation  and,  through  their  co- 
perative  purchasing  organization, 
ammer  out  deals  with  suppliers. 
The  strength  of  the  Leclerc  stores  is 
tiat  they  are  very  decentralized  and 
exible  enough  to  cater  to  regional 
istes,"  says  Leclerc  pere.  The  stores 
uy  20%  of  their  goods  from  regional 
warehouses  and  80%  directly  from 
uppliers,  but  always  on  terms  negoti- 
ted  by  the  powerful  co-op. 

The  system  works.  Jacques  Abihs- 
ira,  an  Algerian  who  fled  to  France 
enniless  in  1966,  made  almost 
200,000  before  tax  last  year  from  his 
aris  store,  with  sales  of  $28  million. 
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"Our  competition  is  run  by  salaried 
employees.  They  aren't  their  own 
bosses.  They  haven't  invested  their 
own  money.  But  we  are  obliged  to  be 
very  productive,"  Abihssira  says, 
strolling  through  a  store  more 
crammed  with  goods  than  many  an 
airy  American  supermarket.  The 
decorations  are  simple — blue  and  or- 
ange cardboard  signs  hung  below 
cheap  fluorescent  lights. 

In  Brittany,  Edouard  Leclerc  him- 
self lives  well  but  not  lavishly  on  his 
$300,000  income  from  the  two  stores 
he  owns  personally.  He  has  gone  to 
great  lengths  to  assure  that  the  fruits 
of  his  group's  success  become  widely 
distributed  and  that  incentive  re- 
mains at  the  managerial  level.  In  the 
Leclerc  group,  no  one  manager  owns 
more  than  two  stores.  Leclerc  be- 
lieves strongly  in  giving  young  people 
a  chance.  The  average  age  of  new  Le- 
clerc store  owners  is  30. 

Men  like  Leclerc  have  done  more  to 
reform  French  society  than  all  the  un- 
workable policies  foisted  on  the  coun- 
try by  Francois  Mitterrand  and  his 
socialist  intellectuals.  Right  now  Le- 
clerc is  appealing  to  the  European 
Court  of  Justice  that  the  French  pro- 
tective laws  violate  Europe's  free 
trade  rules.  If  he  loses,  Leclerc  vows 
not  only  to  fight  on  anyway,  but  to 
broaden  the  battle.  He  thinks  he  can 
set  up  entrepreneurs  in  their  own 
small  food  and  clothing  factories  to 
produce  goods  more  efficiently  than 
in  many  big  sprawling  French  firms. 

That  Jesuit  training  may  account 
for  some  of  Leclerc's  doggedness:  "In 
the  seminary,  they  taught  us  about 
distributing  loaves  and  fishes  and 
about  chasing  the  merchants  from  the 
temple.  I'm  trying  to  do  the  same."  ■ 


Quality  diamonds 
from  Zales. 
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Because  it's 
her  style. 


ZALES 

The  Diamond  St^re 
is  all  you  need  to  know. 

UM1GEM  INTERNATIONAL.  1984 


The  motion  picture  Dune,  about  to  be 
launched  on  an  ocean  of  hype,  could  be 
an  enormous  flop  or  turn  out  to  be  the 
basis  of  a  sizable  new  business. 

The  first 

billion-dollar 

flick? 


By  Tom  0  Hani  on 
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T|  hink  you  might  be  in  a  mood 
to  take  in  a  movie  around 
Christmastime?  How  about  an 
allegorical  epic  about  money  and 
power,  the  past,  present  and  future, 
the  madness  of  crowds,  the  illusion  of 
immortality,  the  yang  and  yin  of  sex- 
ual dominance  and  submission,  and 
the  meaning  of  godhood,  ecology  and 
eternity?  Want  some  symbolism? 
How  about  a  1,000-year-old  worm  as 
big  as  a  submarine? 

If  this  sounds  like  a  strange  kit  and 
caboodle,  you  are  probably  over  40 
and  have  managed  to  sleep  through 
the  flowering  of  a  worldwide  cult. 
You  are  obviously  unaware  that  a  se- 
ries of  five  science  fiction  novels  col- 
lectively labeled  "The  Dune  Chroni- 
cles" has  mesmerized  millions  of  peo- 
ple who  are  not  supposed  to  be 
reading  books  and  has  set  certain  seg- 
ments of  the  publishing  world  to  the 
unaccustomed  job  of  counting  moun- 
tains of  money. 

Motion  picture  people  knew,  even 
if  you  didn't,  that  this  Dune  phenom- 
enon could  add  up  to  something  big. 
But  for  years  the  creative  types  were 
stumped  by  the  stupendous  problems 
of  translating  into  film  a  work  of  pro- 
found imagination  that  sweeps  across 
whole  galaxies  and  covers  an  era  of 
more  than  10,000  years.  And  the  peo- 
ple who  count  the  money  wondered 
how  much  it  would  cost  to  push  this 
property  through. 

Now  they  know,  and  it  adds  up  to 
what  may  well  turn  out  to  be  the 
biggest  movie  deal  the  world  has  ever 
seen.  After  six  years  of  struggle  Dino 
De  Laurentiis  has  put  Dune  in  the  can 
for  $40  million.  But  that's  for  openers. 
Promotion,  advertising  and  distribu- 
tion usually  add  that  much  again.  Mi- 
chael Levett,  a  De  Laurentiis  market- 


ing man,  says  Dune  won't  cost  that 
much  to  get  out.  Maybe  so,  maybe 
not.  Dune  is  exceptional.  The  two- 
hour-plus  movie  will  open  on  Dec.  14 
in  1,700  theaters  around  the  world. 

There  is  no  precedent  for  such  a 
release.  To  get  foreign  distributors  to 
put  their  muscle  and  money  behind 
Dune,  De  Laurentiis  flew  them  to  lo- 
cations near  Mexico  City  during  the 
six  months  it  took  to  shoot.  Even  ex- 
hibitors— this  is  all  but  unheard  of  in 
the  trade — were  invited  to  see  this 
epic  take  shape.  And  the  prerelease 
production  stories  about  the  70  sets, 
35  major  speaking  roles,  the  rock  band 
Toto  providing  the  background  mu- 
sic, as  well  as  the  Vienna  Philharmon- 
ic— nobody  in  the  movie  business  can 
remember  comparable  hype.  The  eco- 
nomics of  the  venture,  all  told,  sug- 
gests that  it  might  conservatively 
take  at  least  $200  million  at  the  box 


A  Shooting  Dune  in  Mexico's  Samalayuca  I 
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Sting  as  the  evil  Feyd  (left)  in  the  final  showdown  with  Kyle  MacLachlan  as  the  heroic  Paul 

Do  philosophic  speculation,  literary  allusion,  adventure,  sex  and  violence  add  up  to  mass  entertainment? 


office  for  the  film  to  break  even.  The 
number  of  movies  in  history  that  have 
grossed  over  $200  million  can  be 
counted  on  the  fingers  of  one  hand. 

Are  De  Laurentiis  and  Universal, 
the  prime  distributor  that  helped  fi- 
nance Dune,  out  of  their  minds?  May- 
be. The  success  of  science  fiction 
movies  such  as  Star  Wars  and  its  se- 
quels is  not  the  hopeful  precedent  you 
might  think.  In  truth,  De  Laurentiis  is 
venturing  into  uncharted  territory. 
Dune  is  the  first  movie  made  with  a 
global  audience  in  mind,  designed  to 
vault  differences  in  language,  culture, 
ethnicity,  religion  and  every  age  bar- 
rier. Can  even  De  Laurentiis,  with  300 
movies  under  his  belt,  make  mass  en- 
tertainment out  of  philosophic  specu- 
lation, literary  allusions  and  cultural 
symbolism,  even  if  they  are  leavened 
by  adventure,  intrigue,  sex  and  vio- 
lence in  a  universe  addicted  to  a  drug? 
(See  box,  p.  71.) 

The  international  cast  ranges  from 
old  pros  like  Jose  Ferrer,  Max  Von 
Sydow,  Sian  Phillips,  Dean  Stockwell 
and  Silvana  Mangano  to  fresh  faces 
like  Sean  Young,  Freddie  Jones  and 
Linda  Hunt.  The  lead  is  entrusted  to 
24-year-old  Kyle  MacLachlan,  a  new- 
comer discovered  in  a  Seattle  reperto- 


ry company.  Advance  word  has  it  that 
the  biggest  surprise  of  all  may  be  the 
performance  turned  in  by  Sting,  lead- 
er of  the  rock  group  Police,  who  plays 
the  young  villain  MacLachlan  must 
ultimately  kill.  The  technicians  (and 
their  credits)  are  considerable  names 


Rafaella  and  Dino  De  Laurentiis 
$40  million  just  for  openers. 


in  their  own  special  worlds — produc- 
tion designer  Tony  Masters  (2001), 
creator  of  creatures  Carlo  Rambaldi 
(E.T.),  supervisor  of  mechanical  spe- 
cial effects  Kit  West  (Raiders  of  the  Lost 
Ark).  The  director  is  David  Lynch 
(Eraserhead,  Elephant  Man).  And  the  re- 
sponsibility for  producing  a  film  out 
of  all  this  talent  and  money  has  been 
entrusted  by  Dino  De  Laurentiis  to 
his  daughter  Rafaella,  who  is  30. 

Dune's  plot  has  something  for  ev- 
eryone— hand-to-hand  conflict,  kink- 
iness  (androgynous  shaven-headed 
women,  cod-pieced  buckoes  decked 
out  in  menacing  gear)  and  class  strug- 
gle. If  the  pictures  match  the  book's 
words  and  ideas,  Dune  the  movie 
should  embody  the  mysticism  of  The 
Magic  Flute,  the  Jesuit  jokery  of  Joyce 
and  the  addictiveness  of  a  Procter  & 
Gamble  soap  opera. 

All  this  is  aimed,  for  starters,  at  the 
potentially  enormous  cult  audience 
created  by  Dune  readers.  Where 
there's  a  cult,  of  course,  there  may  be 
hopelessly  high  expectations.  Favor- 
able word  of  mouth  could  make  the 
film — give  it  "legs,"  in  trade-press  ar- 
got— or  it  could  break  the  film  no 
matter  what  the  critics  say.  So  far, 
though,  so  good.  Dune's  author  Frank 
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TOSHIBA  MADE  THE  PICTURE  TUBE  FLAT. 
AND  ADDED  NEW  DIMENSIONS 
TO  TELEVISION. 


>^%Po^, 


'<& 


'<&■<& 


Some  day,  all  TV  sets  will  have  square,  flat 
screens  instead  of  the  rounded,  curved  ones 
they  have  now.  Before  you  start  taking  this 
remarkable,  new  achievement  for  granted,  we 
want  you  to  know  where  it  came  from.  Toshiba. 

It  took  Toshiba's  creative  imagination 
and  technical  resources  to  perfect  the 
F.S.T  BLACKSTRIPE®;  the  first  and  flattest 
and  squarest  of  the  new  generation  of 
picture  tubes. 

The  results:  a  picture  that  reflects  reality 
more  accurately  than  ever.  A  picture 
that's  brighter.  And  bigger,  because  its  square 
corners  add  a  full  inch  (diagonally  measured) 
of  viewing  area  to  the  screen. 

And  just  as  visionary  as  our  standard- 
setting  FST  BLACKSTRIPE®  tube,  is  the  set 
we've  put  it  in.  It's  wired  for  every  imaginable 
application,  from  video  movie  production  and 
stereo  sound  to  advanced  computer  tech- 
nology that's  still  in  the  developmental  stages. 

Clearly,  the  Toshiba  F.S.T.  BLACKSTRIPE® 
TV  is  not  only  ahead  of  its  time;  it's  designed 
to  stay  that  way. 
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In  Tcxjch  with  Tomorrow 

TOSHIBA 


For  further  information  write  Toshiba  America.  Inc  82TotowaRd  Wayne  New  Jersey  07470  orToshiba  Hawaii  Inc    327  Kamakee  St .  Honolulu.  Hawaii  96814 
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WHAT  SHOULD  YO 
WORKING  "PARTNERSHI 


"At  Container  Corporati 

of  America,  an  HP  compute 
network  helps  us  respond  t<# 
customers  faster,  and  saves  \  i 
$600,000  a  year. 


■dr 

"It  used  to  take  us  two  days  to  estii^5' 
mate  the  cost  of  a  j  ob  for  a  custom  '^ 
With  the  HP  network  we  can  com<r*W 
up  with  an  accurate  figure  in  *rai 
minutes.  We  now  have  the  infoic*55'1 
mation  we  need  to  provide  bettd*'0" 
quality  packaging."  *to 

B  pi 

Container  Corporation  of  Ameria,*™ 
one  of  the  nation's  leading  papef'^r 
board  packaging  manufacturers,  pc 
The  company  has  a  network  of  4  W 
HP  3000  computers  operating  in  r^feson 
manufacturing  plants. 

■OK 

In  Chicago,  Jeff  Norkin,  Vice  PrdF 
dent,  says,  "Using  HP's  Product  W 
ity  Tools,  our  staff  developed  a  ■sen 
wood  costing  and  payables  systewnn 
in  half  the  time  it  took  to  develop  a  m 
similar  system  in  the  past.  The  flex  *» 
ibility  of  the  HP  3000  network  er  '; 
ables  us  to  design  and  implemer  pn 
additional  systems  as  we  need  the  sHP 
without  costly  conversions.  Ami 

'lioil 

"We've  seen  that  we  can  count  Cfii! 
HP's  technical  expertise  to  provi  m 
solutions  to  new  challenges  as  theiding 
arise.  Based  on  our  success  with  ft  -nmd  c 
systems,  we  plan  to  expand  our  n<  4tai 
work  with  10  additional  HP  3000s  flutj 
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£PECT  FROM  A 

ITH  HEWLETT-PACKARD? 


\merican  Cyanamid, 

;  HP  lab  automation 
jms  speed  data  reduc- 
and  help  us  handle  a 
old  increase  in  assays. 

/  drug  development  requires 
assay  volume  and  fast  turn- 
id.  Because  the  HP  systems 
andle  many  instruments  and 
rm  complex  analyses,  we're 
ssing  twice  as  many  assays 
fore — a  major  factor  in  our 
y  to  bring  antibiotic  and  anti- 
r  projects  to  completion." 
ican  Cyanamid' s  pharma- 
:al  products  are  developed  in 
Vledical  Research  Division  in 
River,  New  York.  Dr.  William 
;son,  Director  of  Scientific 
res  explains:  "We  use  three 
boratory  automation  systems 
nitor  drug  purity  and  analyze 
peal  samples. 

scientists  used  to  spend  up 
5  and  a  half  hours  a  day  cal- 
ng  and  reviewing  data.  By 
nating  with  the  HP  system, 
getting  the  same  results  in 
ourth  the  time. 
i  HP  laboratory  automation 
tn  delivers  99%  uptime  and 
f  our  systems  was  down  only 
in  seven  years.  Based  on 
ihigh  reliability  and  out- 
iing  performance,  we  plan  to 
lid  our  existing  system  and 
1  another  HP  laboratory 
nation  system." 


Results  with  assurance. 

HEWLETT 
PACKARD 


0002410 


Dune's  many-sided  creator  . . . 


In  his  long  working  life 
Frank  Herbert,  64,  the  only 
true  begetter  of  "The  Dune 
Chronicles,"  seems  to  have 
done  everything  except 
heavy  lifting  at  the  local 
forge.  "I'm  a  muckraker,  a 
yellow  journalist,"  he  jokes, 
acknowledging  the  14  years 
he  worked  as  a  newspaper- 
man in  the  Hearst  chain.  But 
he  has  also  been  a  World  War 
II  mariner,  photographer,  edi- 
tor, TV  cameraman,  oenolo- 
gist,  oyster  diver,  speech- 
writer,  Jungian  scholar  and 
"techno  peasant"  (extracting 
methane  from  chicken 
dung). 

Only  a  background  so  var- 
ied can  account  for  the  ex- 
traordinarily inventive  blend 
of  reality  and  fantasy  that 
Herbert    breathed    into    his 

Dune  novels.  Unrestricted  by 

literary  conventions,  Herbert  has  ploughed  through  a 
galaxy  of  themes  for  his  books — linguistics,  paranoia 
and  schizophrenia,  eschatology,  weather  control,  con- 
servation, religion  and  psychoanalysis — but  has  worked 
them  out  through  realistic  characters  in  intricately 
plotted  action. 

"The  origin  of  Dune  was  to  write  a  book  about  the 
messianic  impulse  in  human  society,"  Herbert  says.  He 
believes  the  greatest  evil  is  a  charismatic  leader  whom 
people  follow  blindly.  In  his  analysis,  Jack  Kennedy  was 
the  century's  most  dangerous  president,  Richard  Nixon 
the  most  valuable.  "Nixon  taught  us  by  example," 
Herbert  says,  "to  distrust  government." 

Herbert  has  a  natural  distrust  of  all  big  institutions. 
He  has  concluded  from  his  extensive  study  of  the  past — 
as  a  young  man  he  had  considered  becoming  a  profes- 
sional historian — that  centralized  power  is  vulnerable 
to  corruption.  The  only  way  to  avoid  such  dangers,  he 
says,  is  to  keep  power  in  the  hands  of  the  many  instead 


Author  Frank  Herbert 


of  the  few.  "The  problem  in  socialist  societies  is  that 
you  must  create  a  managerial  bureaucracy,"  says  Her- 
bert. "The  way  I  read  history,  such  bureaucracies  never 
fail  to  become  aristocracies.  The  classic  example  is  the 
Soviet  Union." 

Herbert  was  still  working  for  the  Hearst  chain  when 
he  began  creating  his  Dune  world  in  the  early  Sixties. 
Choosing  science  fiction  as  a  genre  to  work  in  was  no 
accident.  "It  was  a  wide  open  field,  no  one  was  taking  it 
seriously  then,"  he  recalls.  His  first  science  fiction 
story,  "Looking  for  Something,"  appeared  in  the  April 
1952  issue  of  Startling  Stories,  one  of  those  pulp  maga- 
zines chiefly  sold  on  newsstands.  Side  by  side  with 
flying  saucers  and  nuclear-powered  space  vehicles,  Her- 
bert's work  seemed  nothing  very  special  back  then. 

Dune,  the  first  in  what  was  to  become  a  series  of 
novels,  attracted  an  immediate  following  when  it  ap- 
peared in  1965.  By  then  Herbert  had  apprenticed  him- 
self to  doctors,  scientists  and  politicians  to  expand  his 
grasp  of  technical  subjects.  He  had  ransacked  the 
world's  religions  and  his  own  memory  for  the  pain  and 
joy  of  events  out  of  which  to  make  a  fictional  universe. 

The  themes  that  emerged  in  the  Dune  books — of 
Darwinian  struggle,  of  the  tension  between  hard  indi- 
vidualism and  soft  conformity — have  clearly  struck  a 
sympathetic  chord  in  millions  of  readers.  Twenty  years 
later,  the  books  continue  to  sell  and  early  editions  have 
become  collectors'  items,  fetching  up  to  $3,000.  Dune 
fans  are  eagerly  awaiting  the  sixth  in  the  series,  Chapter- 
house: Dune,  to  be  published  next  spring. 

The  great  fugue  that  builds  in  "The  Dune  Chroni- 
cles" takes  quick  slash-and-bum  form  when  Herbert 
talks  informally.  "The  educational  establishment,"  he 
thunders,  "is  no  damn  good."  Since  the  U.S.  wouldn't 
allow  him  to  teach  his  three  children  himself,  without  a 
lot  of  red  tape,  Herbert  crossed  into  Mexico  during  their 
elementary  school  years.  He  says  they  were  extraordi- 
narily well  prepared  for  high  school. 

Herbert  has  lots  of  ideas  for  improving  the  world, 
from  the  local  school  board  to  the  international  com- 
munity, but  his  advice  for  individuals  can  be  expressed 
simply:  "Don't  follow  your  leaders  without  question, 
and  learn  economics.  Learn  what  is  really  traded  in  the 
bourses  of  the  world."  — T.O. 


Herbert  (see  above)  has  seen  rough 
cuts  of  the  movie  and  likes  it  well 
enough  to  undertake  energetic  pro- 
motional tours  and  TV  appearances. 

The  hype  grows  apace.  Dune's  hard- 
and  softcover  book  publishers,  G.P. 
Putnam's  Sons  and  Berkley,  having 
declared  1984  "The  Year  otDune,"  are 
hawking  29  new,  reissued  and  back- 
list  books  bearing  the  name  of  Frank 
Herbert.  Heretics  of  Dune,  the  fifth 
book  in  the  series,  published  earlier 
this  year,  has  sold  out  a  special  edi- 
tion at  $75  a  copy.  There's  the  Dune 
Storybook,  the  1985  Dune  calendar,  the 
Dune  Activity  Book  for  children,  the 
Dune  Coloring  Book,  the  Dune  Pop-Up 
Panorama  Book.  A  teaching  kit  called 
"The  World  oiDune"  has  been  distrib- 
uted free  to  4,000  junior  high  and  high 


school  teachers  in  the  U.S.  and  Cana- 
da. Universal,  Putnam's  and  Berkley 
are  joining  forces  to  ginger  up  Dune 
fan  clubs  where  they  exist  and  help 
found  them  where  they  don't.  A  Dune 
strategy  game  has  already  hit  the  best- 
seller lists.  Toy  manufacturers  have 
been  licensed  to  produce  an  array  of 
toys,  gadgets,  dolls  and  clothing.  Keep 
an  eye  out  for  a  large  worm. 

If  Dune  should  bomb,  that's  De 
Laurentiis'  problem.  If  he  should 
break  even  on  Dune,  it  will  be  no 
small  feat  but  no  big  deal.  But  if  he 
should  make  a  lot  of  money  on  it, 
Dune  could  be  a  landmark  in  the  tran- 
sition from  the  movie  business  as  we 
have  always  known  it  to  what  you 
might  call  the  filmed  entertainment 
branch  of  the  software  industry.  For 


no  movie  project  symbolizes  the 
winds  of  change  now  blowing  through 
our  global  village  more  neatly  than 
Dune.  It  comes  along  at  a  time  when  a 
truly  global  distribution  system — all 
those  satellites,  ground  stations,  cable 
systems — is  rapidly  coming  into 
place.  The  system  needs  entirely  new 
sorts  of  products  coursing  through  it 
to  make  the  immense  long-range  in- 
vestment in  hardware  worthwhile. 
The  need  will  not  be  met  by  recycled 
serials,  old  movies,  Australian-rules 
football,  break  dancing  or  geriatric  ce- 
lebrity recipes  for  burgoo. 

If  Dune's  fusion  of  words  and  pic- 
tures is  able  to  draw  really  big  crowds, 
there  is  simply  no  telling  where  this 
alliance  of  publishers,  moviemakers, 
writers,  actors,  technicians,  finance 
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. . .  and  his  creation 


Fremen  warriors 


The  universe  Frank  Herbert  constructed  for  "The  Dune 
Chronicles"  began  as  an  imperial  system  of  linked, 
feudal  worlds — "A  place  for  every  man  and  every  man 
in  his  place."  Think  of  a  state-owned  corporation  in  any 
country  in  the  last  stages  of  its  monopoly  and  you  begin 
to  get  the  picture.  A  stagnant  world  ready  to  implode. 

Almost  20  years  and  five  books  later  the  mythology, 
symbolism,  history  and  classical  allusions  oiDune  have 
become  interwoven  through  time  (beyond  computers 
and  after  drugs),  space  (a  universe  of  30,000  worlds)  and 
conflicting  states  of  mind.  Newcomers  obviously  need 
a  guide.  To  help  the  unenlightened  get  this  astonishing 
epic  into  quick  focus,  a  team  of  40  Dune  buffs  have 
compiled  a  526-page  Dune  Encyclopedia,  published  by 
Berkley  Books,  which  is  something  of  a  great  game 
book,  if  not  an  epic  in  itself.  From  the  Encyclopedia,  the 
following  quick  fix. 

The  hub  of  the  Dune  books  (and  the  forthcoming 

movie)  is  Arrakis,  an  arid  wasteland,     

but  with  a  unique  ecology  that  pro- 
duces melange,  the  most  valuable 
commodity  of  all.  Anyone  in  the. Dune 
universe  who  can  afford  it  is  hooked 
on  this  drug.  This  spice  of  spices  pro- 
longs life,  heightens  awareness  and 
aids  users  in  traveling  through  space. 
It's  the  superlative  profit  margin  on 
melange  that  finances  expansion  to 
other  galaxies. 

Melange  is  a  good  thing  for  every- 
one except  the  Fremen  on  Arrakis 
who,  to  work  the  sandy,  waterless 
terrain,  are  encased  in  stillsuits  that 
retain  body  fluid.  Compelled  to  dig 
the  stuff,  the  Fremen  have  made  no 
move  in  millennia  to  escape  bondage. 
["Ish  yarn  al-ahdab  had-but-u"  is  how 
Fremen  say,  "A  hunchback  does  not 
see  his  own  hump.")  They  are,  howev- 
er, expecting  a  leader,  a  savior. 

But  "The  Dune  Chronicles"  is  ulti- 
mately about  freedom.  The  drama  be- 
gins with  the  struggle  by  heroic  indi- 
viduals, groups  and  systems  to  break 


the  grip  of  an  aristocracy.  Once  that  grip  in  this  chain  is 
broken,  a  vortex  of  uncertainty  and  chance  will  boil 
through  the  universe. 

Dune  is  a  business  story  of  sorts,  too.  Ultimate  con- 
trol of  the  Dune  universe  had  been  exercised,  undisput- 
ed, by  one  imperial  house  for  10,084  years.  But  the  grip 
of  Emperor  Shaddam  IV  is  slipping.  Expansion  from 
15,000  to  30,000  worlds  has  cut  Shaddam's  stock  inter- 
est in  Choam,  the  universal  holding  company,  down  to 
a  dangerously  thin  20%.  The  great  trading  houses  of 
Atreides  and  Harkonnen  could  outvote  the  Imperium. 
Power  at  the  top  also  is  diluted  by  a  male  priesthood 
(Mentats),  whose  minds  simulate  computers.  Bene  Ges- 
serit,  a  female  secret  society,  aims  to  breed  a  genetically 
superior  leader.  Another  monopoly,  the  Spacing  Guild, 
controls  transportation  and  communications  across  the 
lanes  of  commerce.  Shaddam  is  losing  touch.  He  wants 
to  govern  this  vortex  by  the  old  Tory  edict:  "Control  the 

coinage  and  the  courts — let  the  rabble 

have  the  rest." 

The  rabble  is  roused  when  the  Em- 
pire switches  management  of  the 
drug-rich  planet  Arrakis.  "Out,"  the 
Emperor  orders  Count  Vladimir  Har- 
konnen, a  porcine  pederast  who  has 
whipped  the  Arrakis  Fremen  into  sur- 
ly submission.  "In,"  he  waves  Duke 
Leto  Atreides  from  the  planet  Cala- 
dan,  where  bullfighting,  tourism,  rice- 
growing  and  high  jinks  are  treasured. 
Desert  warfare  erupts.  Hand-to-hand 
combat.  The  two  hereditary  clans — 
the  Atreides  and  the  Harkonnen — are 
propelled  into  end-it-all  conflict. 

The  subtheme  of  Dune  is  whether 
great  heroes  create  mass  movements 
or  vice  versa.  What  sort  of  battering 
ram  is  needed  to  break  up  a  civiliza- 
tion that  lives  feudally  in  a  seductive 
mist  of  drugs?  The  characters  play  out 
this  game,  but  so  do  all  the  living 
things  on  the  planet,  including  the 
huge  sandworms,  and,  it  turns  out, 
Frank  Herbert's  readers. — T.O. 


people,  publicity  experts  and  academ- 
ics could  lead.  The  talent  for  making 
good  products  at  a  low  cost  may  be 
found  in  places  other  than  the  5- 
square-mile  area  that  has  the  Polo 
Lounge  of  the  Beverly  Hills  Hotel  as 
its  center.  Before  our  eyes,  entertain- 
ment is  becoming  as  respectable  and 
essential  an  industry  as  food  and  fi- 
nance, and  the  people  who  run  the  big 
studios  are  no  longer  concerned  with 
preserving  Hollywood's  production 
hegemony.  Certainly  not  De  Lauren- 
tiis.  The  recent  expansion  of  the  De 
Laurentiis  organization,  which  holds 
the  rights  to  all  Dune  properties  and 
has  even  signed  up  some  of  the  actors 
on  long-term  contracts,  suggests  that 
he  is  already  planning  several  Dune 
sequels  and  other  projects  as  well.  De 


Laurentiis  people  have  built  five 
sound  stages  in  Wilmington,  N.C., 
with  another  seven  on  the  way.  They 
plan  to  release  ten  films  over  the  next 
18  months.  Thus,  more  than  a  mere 
film  project,  Dune  could  well  turn 
into  the  basis  of  an  industry. 

So,  when  you  get  the  feeling  that 
the  constructors  of  Dune  are  reaching 
beyond  the  dimensions  of  quick-buck 
entertainment,  you  are  right.  The  pic- 
ture could  be  one  of  those  made-in- 
America  happenings  that  arrive,  mi- 
raculously, in  total  harmony  with  the 
times.  High  priests  of  the  arts  of  sub- 
tle persuasion,  plus  the  hard  players  of 
the  game,  will  study  the  infiltration  of 
Dune's  ideas  and  the  selling  of  the 
phenomenon.  If  an  industry  can  be 
built  around  an  act  of  the  imagina- 


tion, De  Laurentiis  is  determined  to 
build  it.  The  only  parallel  is  the  indus- 
try that  Walt  Disney  launched  with 
his  anthropomorphic  animals. 

For  De  Laurentiis,  then,  and  for  the 
rest  of  us,  a  lot  more  than  money  may 
be  riding  on  Dune.  As  noted,  only 
about  five  movies  have  grossed  over 
$200  million.  But  then,  if  the  first 
Dune  hits  big,  add  in  your  figures  for 
Dune  II,  III  and  IV.  And  now  estimate 
the  revenues  from  TV,  cassettes,  toys, 
games,  books,  education  apparatus 
and  all  manner  of  cultural  fetishes — 
maybe  even,  one  day,  Dune  World  in 
Florida.  If  you  haven't  penciled  in 
something  like  $  1  billion,  you  may  not 
yet  see  the  vision  as  Dino  De  Lauren- 
tiis sees  it.  Will  the  world  buy  the 
vision?  That  remains  to  be  seen.  ■ 
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T  DAY  AIR  AND  2ND  DAY  AlKy 

Two  dependable  air  services  that  help  American  business 
meet  the  challenge  of  time  and  money. 

When  ti/ne  and  money-are  critical,  UPS  Next  Day  Air 
offers  morning  delivery  where  you'rfeed  it  plus  savings  of  up  to  50% 
compared  to  other  overnight  air  delivery  companies. 

For  shipments  that  don't  have  overnight  urgency,  UPS  2nd  Day-£- 
Air  is-the  only  air  service  that  delivers  door-to-door  to  every  address 
':<L?oa$%to  coast  in  two  business  days.  You  save  up  to  70%  compared  to 
:  other  overnight  air  delivery  companies  and  your  package  remains  in 
the  trusted h$nds  of  UPS  all  the  way:    ,  *s**\  .j  tf t+j^  "  *y 


Wiim?(,yiuus  are  uhukui 
,  ,ed  dependability. 
Tha)t:^jfy  for  speed,  economy  and  peace  of  mind  when  you 


air,  UPS  means  getting  it  there. 
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Gambling,  easy  divorce,  prostitu- 
tion— what  more  could  anyone 
ask  for  to  keep  an  economy  go- 
ing? But  even  in  Reno,  all  good 
things  must  come  to  an  end,  and 
it's  time  to  go  straight 

As  they  say 

in  craps, 

it's  a  hard 

point 

By  Roger  Ileal  and  Ellen  Paris 

IF  ever  there  was  a  city  with  an  image  problem,  it's 
Reno.  It's  got  gambling,  but  even  with  the  gambling, 
Las  Vegas  has  the  glitz  and  Reno  is  the  pits.  Then 
i there  was  the  quickie  divorce  business,  which  really 
put  Reno  on  the  map.  But  now  quickie  is  everywhere. 
They're  even  selling  most  of  Bill  Harrah's  famous  car 
collection,  one  of  the  few  prestige  attractions.  Of  course,' 
there  is  the  Mustang  Ranch,  a  fairly  well-known  whore- 
house just  ten  minutes  out  of  town  on  Highway  80,  but 
that's  not  exactly  an  image  builder,  either.  "Nothing  hurts 
Nevada's  reputation  more  than  legal  prostitution,"  says 
Lynch  Communication  Systems,  Inc.  President  fames 
Vogt.  Then  there's  crime:  Rape  and  burglary  in  Reno  are 
almost  double  the  national  averages  for  cities  its  size,  and 
the  murder  rate  is  a  fifth  higher.  Most  folks  here  blame 

aMaMMMaaaaMMMMMMi      outsiders. 


The  downtown  scene 
There's  the  image  problem. 


'  None  of  this  would 
matter  much,  except  that 
Reno  figures  it's  time  to 
get  some  legitimate  busi- 
ness into  town,  what  with 
the  likelihood  of  deceler- 
ating growth  curves  in  the 
other  specialties. 

"In  1980,  1981,  people 
here  started  to  say,  'Hey, 
maybe  we  aren't  reces- 
sion-proof,' "  says  Chris 
Cherches,  city  manager  of 
Reno.  "In  council  cham- 
bers people  were  saying, 
'We'd  better  start  to  diver- 
sify [and]  go  after  more  at- 
tractive industries.'  " 

Unlike  Las  Vegas, 
which  is  simply  a  patch  in 


Dawn  over  "the  biggest  little  city  in  the  world" 
"Hey,  maybe  we  aren't  recession-proof." 
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the  desert  surrounded  by  nothing  as  far  as  the  eye  can  see 
except  Kleenexes  blowing  in  the  scrub,  Reno — actually 
two  cities,  Reno  and  Sparks,  grown  into  one  (combined 
population,  157,932) — sprawls  across  the  floor  of  a  high 
desert  valley  and  is  surrounded  by  snow-peaked  moun- 
tains in  winter.  Lake  Tahoe,  with  some  of  the  U.S.'  best 
skiing,  is  only  45  minutes  away,  and  there's  boating, 
camping  and  some  of  the  prettiest  scenery  in  the  West. 

And,  as  a  company  with  a  maturing  product  diverts  cash 
flow  to  developing  new  products,  Reno  is  using  tax  rev- 
enues from  gambling  to  keep  taxes  on  other  businesses 
low.  Typically,  business  taxes  are  about  one-third  the  level 
of  those  in  neighboring  California. 

So,  while  not  exactly  a  place  of  shining  virtue,  Reno, 
believe  it  or  not,  is  having  some  success  winning  business. 

Porsche  A.G.  moved  its  new  North  American  headquar- 
ters and  western  distribution  center  there  in  August.  "We 
wanted  to  be  close  to  our  biggest  market,  California,  but 
not  in  it,"  explains  Gerhard  Blendstrup,  director  of r  rpo- 
rate  planning.  "The  busi- 
ness environment  there  is 
too  prohibitive." 

In  August,  France's  $122 
million  (sales)  Salomon 
S.A.,  the  world's  largest 
maker  of  ski  equipment, 
deserted  its  North  Ameri- 
can headquarters  on  Bos- 
ton's Route  128  and  moved 
to  Reno.  Spiegel,  Inc.,  the 
big  mail-order  house,  chose 
Reno  for  its  western  order 
center,  which  now  employs 
250  workers  and  is  looking 
for  150  more. 


In  fact,  27  companies  have  situated  some  type  of  oper- 
ation in  Reno  in  the  last  18  months.  Over  100  companies 
are  considering  some  kind  of  Reno  operation,  including 
printer  R.R.  Donnelley  and  an  American  Airlines  regional 
ticketing  operation.  Don't  snicker:  Reno's  job  total  has 
climbed  from  69,000  to  117,000  in  ten  years,  although 
26%  of  that  comes  from  gambling,  which  includes  the 
hotel  and  restaurant  businesses.  There  are  a  few  pluses 
besides  the  right  to  roll  the  bones  all  night  long. 

No  franchise  tax,  no  corporate  income  tax,  no  personal 
income  tax,  no  inheritance,  estate  or  gift  tax,  no  inventory 
tax  and  no  unitary  tax.  About  the  only  tax  that  business 
does  pay  in  Nevada  is  property  tax,  and  even  that  is  lower 
than  California's. 

Nevada  is  also  a  right-to-work  state,  which  means  no 
compulsory  union  shop,  and  only  10%  of  its  workers  are 
unionized.  Reno  is  an  international  point  of  entry,  which 

Feed  supplier  Dave  DeKay  and  family  in  their  store 

"People  with  the  guts  to  try  it  are  looked  on  with  pride." 


The  new  headquarters  of  Salomon  S.A.,  the  ski  equipment  maker 

"On  Route  128  we  were  competing  with  all  of  high  tech.  Out  here  we're  something  special.' 
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ntroducing  a  breakthrough  in  computer  software. 

Few  things  are  more  dangerous  to  a  computer  than  static  electricity.  One  little  "zap"  is  enough  to 
ing  your  office  to  its  knees.  That's  why  computers  have  always  been  kept  in  uncarpeted  computer 
oms.  The  trouble  is,  computers  aren't  staying  there.  They're  out,  unprotected,  in  the  world. 

Recognizing  this  problem,  our  researchers  at  Allied's  Fibers  Division  looked  for  a  solution  They 
Bveloped  an  entirely  new  kind  of  Anso  IV®  nylon,  now  available  in  the  TEC™  carpeting  system,  which 
ovides  Total  Electronic  Compatibility. 

This  carpet  not  only  suppresses  static  electricity  caused  by  walking,  it  even  dissipates  static 
ectricity  generated  by  other  sources.  The  TEC  system  is  guaranteed*  against  static-related  disruptions 
electronic  equipment.  With  this  carpet  it  is  now  possible  for  you  to  turn  almost  any  room  at  all  into  a 
atic-free  computer  room. 

So  it's  not  surprising  that  we're  optimistic  about  its  potential.  After  all,  the  computer  revolution  is  just 
sginning.  And  with  this  new  carpet  we're  literally  in  on  the  ground  floor. 


^LllED 


The  Falcon  50  can  take  you  anywhere, 
even  the  middle  of  nowhere. 


The  Falcon  50's  versatility  begins  with  exemplary  short-field 

erformance — and  takes  off  from  there.  Economical  on  short  flights, 

comfortable  on  long,  it  is  one  corporate  jet  that  can  do  it  all. 


The  Falcon  50  you  see  here  is 
taking  its  approach  into  the  air- 
rip  at  Tangier  Island,  Virginia,  on 
demonstration  flight.  Moments 
ter,  undaunted  by  a  stiff  Chesa- 
eake  breeze  blowing  across  the 
lort  and  narrow  runway  (3600 
75  ft),  it  touched  down  for  an 
neventful  landing  with  1000  feet 
)  spare.  The  world's  most  versatile 
usiness  jet  had  arrived. 

That  day,  it  had  begun  its  trip  in 
^terboro,  NJ.  Yet  it  might  have 
een  arriving  from  far  more  distant 
oints:  Paris,  Anchorage,  Manaus 
r  Lima.  Ali  well  within  the  Falcon 
Ts  parameters  of  range,  runway 
id  comfort. 

A  fleet  unto  itself 

The  Falcon  50  can  fly  4200  stat- 
te  miles,  placing  it  squarely  in 
le  intercontinental  class.  Yet  it  is 
qually  at  home  in  the  role  of  do- 
lestic  workhorse.  As  such,  it  is  a 
set  unto  itself,  one  corporate  jet 
lat  can  perform  the  tasks  of  many. 
It  offers  the  comfort  and  prestige 
fan  intercontinental  airplane.  Its 
/orld  Class  cabin  is  an  environ- 
lent  eminently  suitable  for  long- 
inge  travel.  Designed  with  the 
rinciples  of  ergonomics  firmly  in 
lind,  it  passes  the  truest  test  of 
itercontinental  comfort;  that  a 
assenger  be  as  comfortable  leav- 
ig  the  plane  after  a  seven-hour 
ght  as  when  boarding. 
Moreover,  with  its  three-engine 
3nfiguration,  it  is  the  only  current 
roduction  business  jet  that  con- 
>rms  to  FAA  safety  standards  gov- 
ning  ocean-crossing  airliners. 
Conversely,  it  can  fly  brief  hops 
ith  the  fuel  economy  of  many  a 
nailer,  shorter-range  jet.  Other 
rplanes  in  its  class  lose  efficiency 
the  lower  altitudes  used  for 
lort  flights.  The  Falcon  50  thrives 
i  them. 


As  its  Tangier  Island  landing  at- 
tests, the  Falcon  50  is  a  large  airplane 
that  requires  very  little  runway.  For 
example,  it  could  easily  depart 
Tangier  on  a  98° F  day  with  enough 
fuel  to  fly  to  Miami  with  eight  pas- 
sengers and  IFR  reserves,  cruising 
at  Mach  .80. 

Such  remarkable  performance  is 
rare  in  a  business  jet  of  this  size  and 
range,  translating  directly  into  in- 
creased convenience  and  return  on 
investment  for  the  Falcon  50  owner. 
Not  only  can  he  fly  in  and  out  of 
remote  areas  where  small  airports 
are  the  only  airports,  he  can  also 
make  use  of  the  smaller,  community 
airports  that  are  often  closer  to  his 


capabilities  give  [the  Falcon  50]  a 
degree  of  mission  flexibility  that  no 
other  corporate  jet  has  enjoyed." 

There  when  you  need  it 

A  final  measure  of  the  Falcon 
50's  success  as  a  uniquely  func- 
tional airplane  is  its  remarkable 
reliability.  It  is  an  extraordinarily 
maintainable  airplane,  with  the 
longest  inspection  intervals  in  cor- 
porate aviation  and  no  structural 
life  limits. 

But  perhaps  the  most  telling 
proof  of  the  Falcon  50's  reliability 
is  the  fact  that  at  least  one  operator 
is  currently  flying  his  Falcon  50 


Even  on  long  intercontinental  flights  with  large  pay  loads,  the  Falcon  50 
exhibits  outstanding  airfield  performance. 

business  destination,  such  as  five  to  six  days  a  week  and  well 

Chicago's  Meigs  Field,  or  Cleveland's  over  100  hours  a  month. 


Burke  Lake  front. 

The  Falcon  50,  then,  is  more 
than  just  a  business  jet.  It  is  many 
business  jets.  Business  &  Commer- 
cial Aviation  reported,  "...  the 
Falcon  50's  economy  of  operation, 
its  payload,  range  and  short-field 


r 


Amazingly  versatile,  remarkably 
reliable.  The  Falcon  50  is  clearly  a 
business  jet  like  no  other. 

For  more  information,  call  Roy 
Bergstrom  at  (201)  288-8479,  or 
send  us  the  coupon  below. 


FalconJet 

Teterboro,  NJ  07608 


Name. 


□  Please  send  more  information  about  the 
Falcon  50. 

□  I'd  like  to  arrange  for  a  demonstration  flight. 

□  Please  send  me  a  Falcon  50  performance 
calculator  (while  supplies  last). 

Title 


~l 


Company . 

Address 

City 

Phone  J 


State. 


Zip. 


L 


Now  flying  a. 


F11584 


J 


A  couple  ties  Che  knot  at  Park  Chapel,  Reverend  Frank  B  Murtha  presiding 

There  were  35,000  marriages  here  last  year,  but  business  hasn't  grown  much  lately. 
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reduces  the  costs  of  importing  and  exporting.  That's  useful 
to  those,  such  as  Porsche,  involved  in  foreign  trade.  Indus- 
trial land  is  cheap,  too.  An  acre  goes  for  about  $100,000/ 
compared  with  as  much  as  three  times  that  in  Sacramento, 
a  two-hour  drive  west. 

The  Reno  folks  also  have  a  reputation  for  loving  busi- 
ness. "Just  say,  'I'm  with  Porsche,'  and  you  don't  have  to 
pick  up  a  check  around  here,"  says  Blendstrup.  Permits  are 
granted  quickly,  and  even  the  governor  answers  calls.  "We 
get  things  done  here  because  we  anticipate  problems  and 
deal  with  them,"  says  Michael  Dermody,  president  of 
Nevada's  largest  industrial  development  company,  Der- 
mody Properties.  Spiegel  chose  Reno  over  two  other  at- 
tractive western  cities,  Phoenix  and  Seattle,  because  of  the 
cooperation,  says  Laura  Dale,  the  local  manager.  Bob  Hall, 
piesident  of  Salomon/North  America,  says,  "On  Route 
128,  we  were  competing  with  all  of  high  tech.  Out  here 
we're  something  special." 

Of  course,  while  there  is  a  bit  of  technology-driven 
industry  here,  it's  not  much.  "We'll  bend  over  backwards 
to  get  that  first  high-techer  in  here,"  says  David  Zaid,  who 
is  building  an  industrial  park  and  wants  technology  com- 
panies for  tenants.  "We'll  make  him  an  offer  he  can't 
refuse."  A  few  businesses  in  Reno,  such  as  International 
Game  Technology,  which  makes  video  gambling  ma- 
chines, are  homegrown.  But  most  moved  here,  and  fairly 
recently.  Lynch  Communication  Systems,  Inc.,  which 
makes  telecommunications  equipment,  established  a 
beachhead  in  1962.  A  gradual  increase  in  the  California 
inventory  during  the  1960s  prompted  retailers  such  as  J.C. 
Penney,  K  mart  and  Thrifty  Corp.  to  set  up  warehouses, 
which  also  made  Reno  a  trucking  hub. 


Harrah's  one-armed  bandits 

Atlantic  City  ended  the  notion  of  "controlled  growth." 

"The  casinos  subsidize  our  taxes,  and  the  warehouses 
have  brought  cheap  trucking  and  rail,"  says  Rod  Coleman, 
president  of  Stride  Micro,  which  employs  84  to  make  high- 
performance  microcomputers. 

Because  of  Reno's  reputation,  many  companies  in  town 
have  trouble  recruiting  executives.  Lynch  Communica- 
tion often  wants  people  in  the  32-to-40  age  bracket,  mid- 
career.  "They  usually  have  children  in  their  preteens  or 
teens,  and  the  image  casinos  project  is  a  problem,"  says 
James  Vogt,  Lynch  president. 

It  can  also  be  a  problem  convincing  potential  customers 
that  a  Reno  business  sticks  to  business.  Says  Coleman  of 
Stride  Micro,  "Our  credibility  [with  customers]  increases 
proportionally  with  the  distance  from  our  factory." 

But  those  who  live  in  Reno  like  it.  Dave  DeKay,  for 
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xxEven  in  the  heart  of  the 
wilderness  Ive  found  a  way  to  enjoy 
life's  creature  comforts. 

Its  called  Jeep  Grand  Wagoneer." 

BROWN  W.  CANNON,  JR.,  CHAIRMAN,  COLORADO  OUTWARD  BOUND  SCHOOL 


Brown  W.  Cannon,  Jr.  is  a 
man  who  loves  to  get  off  the  beaten 
path.  He  is  chairman  of  the  Colorado 
Outward  Bound  School,  renowned 
for  its  rugged  and  exciting  wilder- 
ness trips.  Equally  rugged  and  excit- 
ing is  his  Jeep®  Grand  Wagoneer. 

Grand  Wagoneer  lets  you 
shift-on-the-fly  into  the  trailblazing 
traction  of  4- wheel  drive.  That's 
when  it  displays  a  real  passion  for 
the  great  outdoors... all  the  while 
surrounding  you  with  an  unexpect- 
ed level  of  comfort  and  luxury. 


For  one  thing,  the  Grand 
Wagoneer  is  invitingly  spacious  in- 
side, with  ample  room  for  six. 
And  it  boasts  an  array  of  luxury 
features  like  supple  leather,  power 
windows  and  door  locks  and  a  pre- 
mium sound  system,  all  standard. 

And  thanks  to  its  new  sus- 
pension system,  the  Grand 
Wagoneer  provides  its  smoothest 
ride  ever — on  paved  roads,  rough 
roads  and  even  where  there  are 
no  roads  at  all. 

Jeep  Grand  Wagoneer,  the 
most  luxurious  way  to  answer 
the  call  of  the  wild. 
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Jeep  A  Grand  Wagoneer 

The  Ultimate  Wagon 

AVAILABLE  FOR  PURCHASE  OR  LEASE  AT  PARTICIPATING  JEEP  DEALERS. 


Cities/Reno 


example,  quit  his  job  with  Diamond  Shamrock  in  Cleve- 
land and  moved  his  family  here.  DeKay,  with  a  Ph.D.  in 
animal  nutrition,  bought  a  small  feed  mill  and  retail  shop 
and  supplies  feed  for  the  dairy  cows,  sheep,  hogs  and 
horses  for  80  miles  around.  And  those  tourists  aren't  all 
bad;  he  sells  a  lot  of  fertilizer  for  golf  courses.  "Nevada's 
the  last  bastion  where  young,  aggressive  capitalists  can  get 
ahead,"  says  DeKay.  "People  who  have  the  guts  to  try  it 
are  looked  on  with  pride  in  this  area." 

Nevada  legalized  gambling  and  quickie  divorce  (resi- 
dence requirement:  six  weeks)  in  1931,  and  over  time  that 
gave  the  economy  life.  Before  then,  around  Reno  and  much 
of  the  state,  there  was  only  mining — particularly  silver — 
ranching  and  a  little  farming.  Prostitution  is  legal  in  most 
of  Nevada,  too,  except  the  counties  that  include  Reno  and 
Las  Vegas  (brothels  were  closed  at  the  request  of  the 
federal  government  in  World  War  II),  but  that  technicality 
doesn't  really  crimp  the  old  profession  in  the  Silver  State. 

Back  in  1978  the  big  casino  operators  such  as  Del  E. 
Webb,  MGM  and  Circus  Circus  figured  Reno  could  be 
polished  up  to  compete  with  Las  Vegas.  MGM  built  the 
world's  largest  casino,  the  size  of  two  football  fields,  in 
"the  biggest  little  city  in  the  world,"  as  Reno  calls  itself. 
The  number  of  hotel  rooms  jumped  25%  in  1978  (there  are 
19,000  rooms  in  the  area  today),  and  the  operators  were 
expanding  so  fast  they  had  to  go  outside  to  recruit  busboys, 
dancers  and  dealers.  It  all  got  pretty  crowded,  and  the  City 
Council  took  to  a  policy  of  "controlled  growth."  That 
made  sense  during  the  boom,  but  the  rise  of  Atlantic  City 
has  made  controlled  growth  an  outmoded  concept. 

The  operators'  take  after  paying  winners,  the  "gross 


gambling  win,"  is  still  growing  in  Reno — from  $370  mil- 
lion in  1978  to  maybe  $625  million  this  year — but  Atlantic 
City,  which  started  up  in  1978,  may  hit  $1.8  billion  this 
year.  Las  Vegas,  which  had  a  $1.2  billion  win  in  1978,  will 
run  about  $2  billion  this  year.  Though  the  business  still  is 
growing,  the  Atlantic  City  handwriting  is  on  the  wall. 

Even  the  old  Mustang  Ranch  is  for  sale,  although 
founder  and  proprietor  Sally  Conforte  now  says  she  wants 
$25  million  for  the  assets  (a  couple  of  houses,  a  tennis 
court,  a  few  Jacuzzis  and  lots  of  mirrors).  It  could  be  that 
she  is  more  interested  in  publicity  than  in  a  buyout. 

She's  all  for  the  efforts  to  put  a  little  more  balance  in 
Reno's  economy.  "Honey,  there  doesn't  exist  a  kind  of 
business  that  doesn't  help,"  she  says.  ■ 

Gerhard  Blendstrup  of  the  Porsche  headquarters  group 
The  business  climate  in  California  was  too  harsh. 
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Truck  stop  on  Interstate  80 
'Our  credibility  increases  with  the  distance  from  our  factory. 


FORBES,  NOVEMBER  5,  1984 


0  F  T  W  A 
SOLUTIONS 


A  FORBES  Special  Advertising  Supplement 


Most  of  the  30,000-plus  busi- 
ness-oriented software 
packages  available  for  personal 
computers  are  designed  around  the 
activities  of  office  professionals  and 
managers.  Most  of  the  popular  pro- 
grams marketed  during  the  past 
year  fall  among  four  broad  catego- 
ries: word  processing,  spreadsheet, 
database  management,  and  graph- 
ic data  display. 

Spreadsheet  programs  did  more 
than  any  other  application — or  use 
for  a  computer — to  spur  interest  in 
using  personal  computers.  Spread- 
sheet software  enables  the  com- 
puter user  to  manipulate  numbers 
and  formulas  to  create  financial 
models  and  projections. 


Spreadsheet  programs  can  display 
immediately  the  effects  of  changing 
one  or  more  variables  within  a 
scenario.  VisiCalc  was  the  first 
spreadsheet  program  to  gain  wide- 
spread use.  Dozens  of  other 
packages  soon  were  offered  to  a 
VisiCalc-educated  market  and 
Lotus'  1-2-3,  a  program  integrating 
word  processing  and  graphics  dis- 
play capabilities  into  the  spread- 
sheet format,  took  the  market  by 
storm. 

Word  processing  has  been  used 
in  offices  for  years,  almost  invaria- 
bly as  part  of  an  expansive  and 
frequently  expensive  system 
"dedicated" — and  limited — to  pre- 
paring documents.  Word  proces- 


sing quickly  became  a  staple  in  the 
personal  computer  world.  Word 
processing  programs  for  micro- 
computers began  to  offer  capabili- 
ties once  available  only  on  top-of- 
the-line  dedicated  systems.  White- 
collar  workers  with  access  to  micro- 
computers equipped  themselves 
with  a  tool  that  allowed  them  to 
draft  and  edit  memos,  letters  and 
reports  with  almost  as  much 
flexibility  as  they  could  imagine 
them. 

MicroPro's  WordStar,  one  of  the 
most  popular  personal  computer 
programs  ever  marketed,  histor- 
ically has  been  the  pacesetter.  More 
recent  offerings  gaining  a  share  of 
the  word  processing  market  for  per- 


sonal  computer  users  includes  pfs: 
Write  from  Software  Publishing 
Corp.,  MultiMatefrom  MultiMate 
International  and  Leading  Edge 
from  Leading  Edge  Products. 
Because  of  the  nearly  universal 
demand  for  word  processing  soft- 
ware among  owners  of  personal 
computers,  word  processing  soft- 
ware is  now  being  built  right  in  to 
the  permanent  ROM  (Read-Only 
Memory)  of  some  personal  com- 
puters, including  the  Hewlett- 
Packard  110. 

Graphic  portrayal  of  numerical 
and  other  data  has  long  been 
popular  with  professionals  and 
managers,  especially  for  business 
presentations.  In  the  past,  graphics 
software  generally  was  available 
only  on  expensive  minicomputers 
or  mainframes  and  it  was  too  ex- 
pensive for  most  businesses  to  use. 
Graphics,  when  needed,  were  pro- 
duced by  hand  or  assigned  to 
graphics  shops  on  contract.  Nowa- 
days, the  cost  of  graphics  software, 
like  the  cost  of  the  microprocessing 
and  memory  capabilities  to  use 
them,  has  fallen  low  enough  to 
provide  a  wide  range  of  options 
to  businesses  using  personal 


computers. 

Personal  databases,  which  can 
hold  and  manipulate  all  kinds  of 
information,  enable  a  user  to  track 
any  kind  of  information,  from  cus- 
tomer and  prospect  lists  to  person- 
nel files.  Database  software  can  be 
used  to  tailor  mailings  by  content 
and  their  target  market — and  to 
track  the  results  of  the  mailings. 
Examples  of  database  software 
packages  for  personal  computers 
include  Ashton-Tate's  dBASE  II, 
Microrim's  R:BASE  and  Desktop 
Software's  NPL/R  and  IstBASE  for 
Apple  Computer's  Macintosh. 

"Decision  support"  is  a  new  cate- 
gory of  software  now  emerging. 
Project  scheduling  programs  offer 
critical-path  scheduling  for  under- 
takings ranging  from  development 
projects  to  sales  campaigns — to 
weddings.  Calendar  software  can 
facilitate  efficient  scheduling  of 
meetings  by  large  numbers  of 
people  by  quickly  informing  the 
meeting  organizer  of  which  people 
can  make  the  meeting  or  by  quickly 
indicating  the  earliest  time  and  date 
at  which  the  appropriate  people 
can  be  available  for  the  meetings. 

"Thought  organizers"  are  pro- 


grams into  which  an  individual — or 
group,  for  that  matter — can  enter 
miscellaneous  information  or  ideas 
virtually  on  the  spur  of  the  moment 
and  then  organize  and  arrange  the 
material  for  reports,  proposals  and 
presentations.  These  programs  can 
prove  to  be  a  big  help  to  people 
whose  duties  involve  creative  think- 
ing or  brainstorming  and,  along 
with  new  graphics  applications, 
may  spawn  the  next  generation  of 
computer  users. 

A  new  product  from  Thought- 
ware  called  "Trigger"  monitors  and 
analyzes  day-to-day  activity  and 
events  and  helps  to  alert  users  that 
certain  actions  are  necessary. 

In  the  mainframe  world,  fourth 
Generation  languages  have  opened 
up  applications  development  to 
thousands  of  non-programmers. 
Information  Builder's  popular  main- 
frame database  program,  FOCUS, 
has  recently  been  adapted  to  run 
on  the  PC.  The  new  product — PC 
FOCUS — has  been  an  instant  hit. 

The  following  case  histories  illus- 
trate how  several  organizations, 
both  large  and  small,  have  found 
the  right  software  solution  to  their 
business  computing  needs. 
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Sharpen  Your 

Competitive  Edge 

with  Computer  Skills. 


A  recent  survey  of  170  Fortune  1000 
companies  proved  that  increased  productivity 
results  from  the  application  of  computer  skills 

Two-thirds  of  the  trainers  polled  said 
interactive  computer-based  training  provides 
faster,  more  cost-effective,  and  more 
individualized  training 

Crwth  offers  a  full  curriculum  of  courses  that 
give  business  professionals  hands-on 
experience  with  computer  basics,  on-line 
editors  such  as  CMS  and  SPF,  fourth- 
generation  languages  including  SAS  and 
FOCUS,  financial  planning  systems,  and 
presentation  graphics 

Leading  organizations  such  as  General 
Motors,  IBM  Corporation,  Bank  of  America,  3M 
Company,  and  Rolls  Royce  use  Crwth's 
interactive  courses  to  train  their  business 
professionals 

Shouldn't  your  company  be  sharpening  its 
competitive  edge  by  training  business 
professionals  in  computer  skills9 

For  a  report  on  how  to  increase  corporate 
productivity  with  computer-based  training, 
write  for  a  free  copy  of  the  Crwth  Information 
Center  Survey  or  call  for  a  catalog  of  Crwth's 
Information  Center  curriculum  for  business 
professionals 
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CRWTH  COMPUTER 
COURSEWARES 

The  Information  Center  People 


613  Wilshire  Blvd  .  Santa  Monica.  CA  90401 
Telephone  800-282-2372     213-391-6788 


Large  retail  chains  have  to  keep 
track  of  immense  quantities  of  con- 
stantly changing  information 
including  sales,  store  inventory, 
warehouse  stocks,  electrical  con- 
sumption, revolving  credit  costs, 
payroll,  insurance  and  delivery 
schedules — vital  data  to  any  retailer. 

In  a  large  retail  chain  operation, 
The  accumulated  information  repre- 
sents an  ongoing,  statistically 
significant  market  and  operations 
survey.  The  data  becomes  more  than 
an  important  tool  for  store  manage- 
ment; it  becomes  a  vital  corporate 
asset.  But  that  information  is  useless 
unless  it  can  be  managed  and  used — 
and  even  some  advanced  database 
software  can  be  hardpressed  to  keep 
up  with  the  staggering  mass  and 
volatility  of  a  retail  chain's  data. 

But  beyond  setting  up  the 
database  and  its  management 
system  lurks  another  requirement, 
just  as  important  and  critical  to  the 
utility  of  the  system:  Access.  Em- 
ployees, ranging  from  store-level 
department  heads  to  divisional 
merchandise  managers  to  chief 
executives,  have  to  be  able  to  use 


that  wonderful  accumulation  of  facts 
in  selective  chunks.  Making  the  infor- 
mation within  a  system  available  as 
needed  in  a  useful  form  is  every  bit 
as  vital  as  having  the  information. 
Inaccessible  data  is  no  better  than 
no  data. 

The  Toronto-based  Hudson's  Bay 
Co.,  a  $4.4  billion  retail  chain  estab- 
lished in  1674,  has  begun  applying 
an  integrated  software  solution  to 
the  twin  challenges  of  data  manage- 
ment and  accessibility.  The  software 
package,  provided  by  Cullinet  Soft- 
ware Inc.  of  Westwood,  MA,  is 
designed  to  cull  data  from  a  large 
database  and  transport  the  informa- 
tion to  a  personal  desktop  computer 
where  it  can  be  manipulated  accord- 
ing to  the  individual  user's  needs. 
The  system  then  adds  the  results  of 
the  manipulation  back  into  the  main 
database. 

Hudson's  Bay,  building  on  its  suc- 
cess with  Cullinet's  IDMS  database 
management  system,  has  begun 
using  Cullinet's  Information 
Database  and  Goldengate.  The  Infor- 
mation Database  facilitates  access 
by  individual  users  to  data  in  the 
IDMS  database  management 
system.  Goldengate  is  a  software 
package  that  helps  an  individual  with 
a  desktop  microcomputer  to  analyze 
that  information. 

Hudson's  Bay  already  is  using  this 


Managing  information  means  getting  what  you  need  when  you  need  it. 


Cullinet 


We  understand  business  better  than 
any  software  company  in  business. 

)  198 1 '  lullinel  Software,  400  Blue  Hill  Drive  Westwood,  MA  02090-2198  800-225-9930.  In  MA  617  329-7700 


Introducing  Accounting  For  Those 
With  A  Mouse  In  The  House. 
(Or  Office) 
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Accounting 


Back  to  Basics™ 
Accounting  System 
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Back  to  Basics  Accounting  System 
by  Peachtree  Software®  is  now    ^ 
available  for  the  Macintosh:" 
It's  named  Back  to  Basics 
be<qi|use  it  is  an  uncomplicated, 
easy-to-learn  accounting  system 
for  small  businesses. 

You  don't  need  any  accounting  ex- 
pef  ieS^and  barely  need  any  computing 
exper$p|e.  The  straightforward  manual 
teaches  Mb  accounting  and  computing 
at  the  samewme. 
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The  first  business  accounting  system 
the  Macintosh,  Back  to  Basics,  has 
n  enjoyed  by  owners  of Aj*i>l&®  11  + , 


He  and  He  all  along. 
In  fact,  you've  probably 
seen  it  featured  in 
Apple  Macintosh  adver- 
tisements. 

Uncomplicated — easy-to- 
learn — yet  full  featured.  That's 
Back  to  Basics. 

For  more  information,  contact 
your  local  dealer  or  Peachtree  Software, 
1-800-554-8900. 

America's  Software 
grows  on  the  Peachtree, 

Peachtree  Software 

Apple  Is  a  registered  trademark  licensed  to  Apple  C  omputer.  Inc. 
Macintosh  is  a  trademark  licensed  to  Apple  Computer,  Inc. 
Peachtree  and  Peachtree  Software  arc  registered  trademarks  of 
Peachtree  Software  Incorporated,  an  MSA  Company. 


integrated  micro-linked-to-main- 
frame  approach  on  its  far-flung 
merchandising  operations,  applying 
a  business  software  solution  as  a 
tool  to  an  Augean  challenge.  George 
Radford,  director  of  business  plan- 
ning for  Hudson's  Bay's  information 
services  group,  estimates  that  the 
company  already  has  a  database  of 
12  million  records,  or  about  8  billion 
characters  of  information — the 
equivalent  of  roughly  4  million 
typewritten  pages.  Moreover,  Hud- 
son's Bay's  computers  are  called 
upon  to  perform  more  than  100,000 
transactions  every  day. 

Nevertheless,  Hudson's  Bay 
has  already  begun  to  provide  its 
merchandising  vice  presidents  with 
access  to  information  on  inventories, 
prices  and  costs — and  all  in  what 
Radford  calls  "a  nice,  friendly  form." 

The  company  expects  to  apply  the 
same  approach  to  other  areas  of  its 
operations — particularly,  to  what  is 
currently  its  disparate  financial 
system. 

Don  Wood,  vice  president  of  fi- 
nance, is  eager.  Hudson's  Bay's 
financial  records  are  scattered 
throughout  various  financial  applica- 
tion program  files,  greatly  complicat- 
ing the  assembly  of  a  consolidated 
general  ledger. 

Wood  sees  promise  in  pilot  proj- 
ects already  underway  in  merchan- 
dising areas.  An  example  he  cited  is 
an  effort  to  automatically  locate  mer- 
chandise used  in  special  promotions 
where  the  actual  retail  prices  are  not 
always  the  listed  prices.  Using  the 
Goldengate  microcomputer  package 
along  with  Cullinet's  Information 
Database,  this  merchandise  can  be 
identified  and  appropriate  steps  can 
be  taken  to  correct  the  disparity  be- 
tween the  book  price  and  the  sales 
ticket. 

In  the  past,  according  to  Wood,  a 
request  for  programming  service 
could  mean  weeks — or  even  months 
— before  development  of  a  program 
suited  to  preparing  the  report. 

"With  end-user  access  provided 
for  through  the  Information 
Database,"  says  Radford  of  the  infor- 
mation services  group,  "we  are 
positioned  to  get  great  utility  from 
the  data  held  in  our  databases.  We 
are,  ourselves,  in  the  information 
business  to  a  large  extent." 


Eileen  Lipari,  proprietor  of  the 
Atlanta-based  Southern  Financial 
Group,  says  she's  found  a  package  of 
accounting  software  so  "user 


friendly"  that  it  actually  encour- 
ages— rather  than  scaring  away — 
microcomputer  novices.  "You  can 
use  it  even  if  your  I.Q.  is  lower  than 
room  temperature,"  she  says. 

Lipari,  whose  firm  provides  a  wide 
range  of  business  services  to  a 
variety  of  local  clients,  has  become 
an  enthusiastic  user  of  the  Back  to 
Basics  accounting  package  from 
Peachtree  Software  of  Atlanta,  a 
subsidiary  of  Management  Science 
America  Inc.  She  thinks  that  for  the 
most  part,  computer  hardware  and 
software  suppliers  have  failed  to  pro- 
vide systems  that  will  extend  the 
benefits  of  going  "on-line"  to  a 
largely  intimidated  populace.  Many 
proprietors  of  small  businesses,  in 
her  view,  eagerly  buy  computers  and 
then  can't  take  fuli  advantage  of 
them  because  the  hardware  and 
software  simply  are  not  easy  enough 
to  use.  She  says  many  clients  and 
associates  have  invested  hard- 
earned  capital  in  expensive  systems 
— and  wound  up  never  using  the 
equipment. 

Well-designed  microcomputer 
software  packages  finally  are  begin- 
ning to  extend  the  critical  bridge 
between  many  users  and  their 
equipment.  Lipari  gives  high  marks 
to  Peachtree's  Back  to  Basics  pack- 
age, which  performs  accounts 
payable,  accounts  receivable  and 


general  ledger  functions.  The  MSA 
subsidiary's  manuals  are  easily  intel- 
ligible and  include  examples  of  how 
input  from  the  keyboard  should  look 
as  well  as  illustrating  what  output 
should  look  like  on  the  computer's 
display  tube,  or  CRT.  At  the  same 
time,  the  software  package  is  power- 
ful enough  to  have  taught  the 
independent  businesswoman — a 
former  university  instructor  with 
mainframe  programming  experi- 
ence— a  thing  or  two. 

Lipari  was  impressed  sufficiently 
with  Back  to  Basics  to  redesign  her 
account  charts  so  they'd  match 
those  of  the  software.  "Mine,"  she 
says,  "were  tedious;  theirs  were  less 
cumbersome,  yet  had  excellent 
documentation." 

Since  first  using  the  package  ear- 
lier this  year,  Lipari's  enthusiastic 
references  have  won  several  new 
customers  for  Peachtree.  One  client 
was  so  impressed  that  he  imme- 
diately bought  a  package  for  himself. 

For  Lipari,  the  biggest  payoff  has 
been  time.  "It  has  probably  cut  my 
work  by  75  percent,"  she  reports. 
"I'd  like  to  believe  my  business  is 
increasing  because  I'm  so  efficient 
and  such  a  great  tax  expert;  the  real 
reason  is  I've  got  more  time  to  find 
new  clients." 

Lipari  added,  "I  attribute  it  all  to 
Peachtree." 


Introducing 
The  Decision  Analyzer1 

•  Provides  concise,  analytical,  documented  conclusions  using  the  paired 
preference  technique 

•  Up  to  30  subjects  can  be  analyzed  by  1-5  persons,  based  on  15 
independently  weighted  criteria  •  15  minute  average  learning  time 

•  IBM  PC/XT/AT  and  true  compatibles    •  Hard  disc  compatible 

The  Decision  Analyzer  is  a  trademark  of  Sterling  Castle,  Inc. 
IBM  is  a  registered  trademark  of  International  Business  Machines 


Systems  Package  Only  $199  •  Demo  Package  Only  $10 

+  $6  Postage  &  Handling  +$3  Postage  &  Handling 

ORDER  YOURS  TODAY!  (800)  622-4070  •  (800)  942-7317  (In  Illinois) 


CHECK 

C.O.O. 

702  Washington  St.,  Suite  174,  Marina  Del  Rey,  CA  90291 


STERLING 
CASTLE 


"It  says,  it  cant  be  done" 


Is  this  the  computer  language 
you're  most  familiar  with? 

You're  surrounded  by  thousands  of  dollars  of  the  most  tech- 
nically advanced  computer  equipment  —  all  designed  to  move 
business  along  faster  —  and  still  you  can't  get  answers.  Who  would 
have  dreamed  that  one  of  the  major  uses  of  your  computer  would 
be  that  of  a  scapegoat?  "It  can't  be  done,"  "I'm  still  trying  to  program 
that  into  the  computer"  and  the  like.  It's  getting  to  the  point  where 
computers  kill  more  good  ideas  than  bad  management. 
It's  not  the  computer,  though.  It's  the  software. 


ADR*  has  been  designing  software  for  25  years  that  helps 
computers  do  everything  they  promised— software  that  when  used 
together,  comprises  a  totally-integrated  and  compatible  system.  So 
there  is  no  time  wasted,  because  all  the  ADR  products  are  designed 
to  work  together  efficiently  We've  integrated  data  base  management 
systems,  application  development  systems,  on-line  programmung, 
decision  support  and  office  automation  with  mainframes  and  RC.s. 
With  ADR  you  get  the  results  you  need  when  you  need  them. 

But  that  shouldn't  surprise  you.  ADR  has  been  setting  the 
standards  in  the  industry  for  years.  We  were  the  first  to  receive  a 
patent  on  software,  the  first  to  develop  a  source  program  manage- 
ment system,  the  first  to  offer  on-line  programming  systems  and  the 
first  to  offer  a  high-performance  relational  data  base  management 
system.  More  recently,  we  were  the  first  to  offer  a  true  fourth- 
generation  application  development  system  and  the  first  to  integrate 
a  decision-support  system  with  a  relational  data  base  management 
system,  graphics,  electronic  mail  and  personal  computers.  All 
integrated  to  help  you  develop  your  applications  quickly  and  easily. 

So  if  your  computer  isn't  talking  your  language,  ask  around. 
But  ask  any  of  those  software  companies  who  claim  to  have 
integrated  software  to  define  "integrated"  before  you  buy  Ask  them 
if  they  can  deliver  a  totally-integrated  system,  all  the  way  from 
mainframe  to  P.C.,  like  that  of  ADR's. 

Only  ADR  has  done  it. 

If  you  want  to  know  more  about  how  it  can  be  done,  how 
you  can  use  your  company's  computers  more  effectively,  call  ADR 
at  1-800-ADR-WARE. 

ADR 

APPLIED      DATA     RESEARCH 

Software  that  helps  computers  do 
everything  they  promised. 

APPLIED  DATA  RESEARCH,  RT.  206  &  ORCHARD  ROAD  CN-8,  PRINCETON,  NJ  08540  1-201-874-9000 
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SOFTWARE 

THAT  SPEAKS 

YOUR 

LANGUAGE. 

Now  you  can  make  the  information  center 
concept  work  while  handling  complete 
applications  development,  with  a  single,  user- 
friendly,  English  software  language.  FOCUS  is 
the  4th  generation  language  that  can  be  used 
by  both  professional  programmers  and  end 
users.  It  lets  anyone  on  your  staff  learn  to  make 
basic  queries  within  hours,  and  even  write  ad 
hoc  or  formatted  reports  in  a  day.  And  when 
you  turn  your  professional  programmers  loose 
with  FOCUS,  they'll  reward  you  by  creating  self- 
documenting  applications  in  one-tenth  the  time 
required  by  procedural  languages. . .  even  less  in 
some  cases ...  to  really  cut  through  your  back- 
logged  applications,  no  matter  how  complex. 

FOCUS  runs  interactively  under  CMS/TSO/ 
CICS/IMS/DC  on  IBM  or  compatible 
mainframes.  It  can  save  you  time,  effort  and 
money  when  building  applications  in  areas  such 
as  personnel,  finance,  accounting,  general 
administration,  marketing,  sales,  research, 
results  tracking,  and  manufacturing. 

Why  not  put  it  to  work  for  YOU.  In  plain 
English,  you'll  save  a  bundle!  For  details,  call  the 
FOCUS  representative  nearest  you  or  write  to 

Don  Wszolek,  Information  Builders,  Inc. 

1 250  Broadway,  New  York,  New  York  1 0001 . 


FOCUS 


New  York:  (21 2)  736-4433 

Washington,  D.C.:  (703)276-9006 

Chicago:  (312)  789-0515  •  St.  Louis:  (314)434-7500 

Los  Angeles:  (213)615-0735 

Palo  Alto:  (415)324-9014 

Houston:  (71 3)  952-0260  •  Dallas:  (214)  659-  9890 


The  financial  services  and  se- 
curities industry  is,  to  many  people, 
the  epitomy  of  a  rapidly  changing 
business  environment.  That  impres- 
sion was  underscored  last  summer, 
when  record  volumes  on  securities 
markets  tested  the  limits  of  transac- 
tion processing  and  support  systems. 

The  Chicago  Board  of  Options,  for 
example,  on  a  normal  day  performs 
as  many  as  400,000  transactions.  On 
August  3,  the  exchange  executed  a 
whopping  1,400,000  transactions — 
and  two  days  later  registered  an- 
other 1,200,000  transactions. 

The  rise  in  trading  volume  is 
fueled  not  only  by  higher  interest 
rates.  Application  development 
systems — software  that,  in  essence, 
facilitates  relatively  easy  creation  of 
customized  database  programs — 
has  become  increasingly  popular 
among  investors.  Such  systems  en- 
able individuals  to  cull  from  on-line 
commercial  database  services  the 
public  information  they  consider  rel- 
evant to  their  individual  portfolios. 
They  then  can  manipulate  that  infor- 
mation in  an  individually-tailored 
database  system  on  their  desktop 
microcomputer  to  get  concise  infor- 
mation upon  which  to  base  their 
investment  decisions. 

Aside  from  the  effect  on  the  vol- 
ume of  these  added  individual 
investment  decisions,  the  growing 
popularity  of  applications  develop- 
ment programs  has  brought  another 
pressure  on  exchanges. 

Along  with  the  other  factors  con- 
tributing to  increased  trading 
volume,  Duhamel  cited  the  competi- 
tive threat  posed  by  the  decision  last 
month  of  the  Securities  and  Ex- 
change Commission  to  permit 
trading  on  the  New  York  Stock 
Exchange  of  options  on  over-the- 
counter  stocks. 

The  Chicago  Board  of  Options  is 
poised  to  counter  the  competition — 
and  software  is  the  key.  In  this  case, 
the  software  is  IDEAL,  an  applica- 
tions development  system  from 
Applied  Data  Research  Inc.  of 
Princeton,  NJ.  The  Chicago  Board 
admittedly  is  just  beginning  to  climb 
the  technology  learning  curve,  but, 
says  Duhamel,  "Our  people  are  terri- 
bly enthusiastic  about  it.  Where  we 
have  used  it  thus  far,  we  have  not 
been  disappointed." 

Duhamel  expects  that  developing 
applications  with  IDEAL  will  require 
only  about  20  to  25  percent  of  the 
time  needed  with  more  traditional 
methods.  He  reports  that  early 
efforts  already  have  shown  that 


users  feel  more  involved  with  the 
process  of  systems  development 
with  IDEAL — and  that  should  result 
in  systems  that  are  designed  better. 

The  Chicago  Board's  first  major 
undertaking  with  IDEAL  will  be  de- 
velopment of  an  integrated  system 
combining  the  many  separate  bills 
generated  in  transactions.  Based 
on  Applied  Data  Research's  ADR/ 
Datacom/DB  database  management 
software,  the  billing  system  is  ex- 
pected to  generate  significant  sav- 
ings. Soon  to  follow:  an  automatic 
execution  system  that  will  circum- 
vent the  usual  paper  process  and  will 
immediately  advise  both  the  trader 
on  the  floor  and  the  customer's  bro- 
ker of  a  transaction.  All  of  it  will 
depend  heavily  upon  the  efficiency 
and  speed  of  the  ADR/Datacom/DB 
system. 


Keepingj!!! 
at  NissanU§>L 


Eight  years  ago,  the  changing 
nature  of  the  automobile  industry 
led  Nissan  Motor  Corp.  USA  to 
re-examine  its  data  processing 
strategies  to  accommodate  the 
then-current  climate  of  intense 
competitive  pressure. 

The  Carson,  CA  firm,  a  wholly 
owned  subsidiary  of  Nissan  Motor 
Co.  Ltd.,  Tokyo,  imports  and  dis- 
tributes Nissan  cars,  trucks  and 
spare  parts  in  the  United  States  to 
the  firm's  roughly  1,100  dealers 
nationwide.  It  depends  greatly  upon 
the  quality  of  its  data  processing 
systems  to  provide  for  the  timely  and 
accurate  distribution  of  products  to 
the  proper  location — the  ultimate 
goal  of  Nissan  USA's  business.  For 
example,  the  number  of  Nissan 
USA's  car  and  truck  models  is  mod- 
est, but  the  number  of  spare  parts 
Nissan  must  account  for  is  huge, 
currently  in  excess  of  125,000  dis- 
crete items.  And  new  models  and 
parts  are  constantly  emerging,  while 
product  disclosure  requirements 
mandated  by  the  Environmental  Pro- 
tection Agency  are  continually 
evolving. 

With  the  aid  of  consultants,  Nissan 
USA  concluded  that  it  would  be  well 
served  to  embrace  the  then-emerg- 
ing technology  of  database  manage- 
ment, regardless  of  initial  cost, 
because  of  the  benefits  the 
technology  could  provide  over  the 
long  haul.  "Our  most  heavily  weight- 
ed selection  criteria  were  flexibility 
and  ease  of  use,"  according  to  Walt 
Hopkins,  corporate  computer  sys- 
tems manager  within  the  firm's 
Information  System  department. 

Nissan  USA  eventually  selected 
ADABAS,  a  database  package  from 
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.\  i  question  of  mixed  signals?  Or 

missi  i. ils?  No  signals? 

ivironment  is  cornpet- 
iti  plex,  highly  regulated  and 

influenced  by  numerous  external  fac- 
tors, i  i. ikes  the  best  competitors  the 
best  masters  of  information.  But  vast 
quantities  of  detailed  information  is  no 
help.  What  is  needed  is  a  business  tool 
an  tame  large  quantities  of  data. 

System  W  is  that  business  tool.  It's  an 
up-to-date  decision  support  software 
package  that  converts  your  IBM  main- 
frame or  personal  computer  into  a  fount 
of  useable  information.  So  you  can  per- 
form analyses,  model  alternative  sce- 
narios and  format  reports  and  charts  to 
show  results.  Quickly.  And  easily. 

And  System  VV  is  easy  to  use.  Our  18 
years  in  the  business  of  solving  busi- 
ness information  problems  made  it  pos- 
sible for  us  to  design  some  thoughtful 


innovations  into  System  VV.  Model-by- 
Example™  and  WINDOW™  make  it  verj 
easy  for  managers  to  ask  the  hard 
questions. 

And  Comshare  has  the  largest  train- 
ed force  of  DSS  professionals  to  help 
you  use  or  tailor  System  W  to  a  specific 
need. 

Are  you  sure  that's  light  at  the  end 
of  the  tunnel?  Or  an  oncoming  train? 
System  W  can  help  you  decide.  For 
more  information,  call  Chris  Kelly  at 
Comshare  toll  free:  1-800-922-SYSW 
(in  Michigan  call:  313-994-4800).  Or 
simply  mail  your  business  card  to: 
Comshare,  P.O.  Box  1588,  Ann  Arbor, 
Michigan  48106. 
SYSTEM  W  DECISION  SUPPORT  SOFTWARE 

COMSHARE 

For  decision  makers  who  need 
to  know  their  options  now. 


they  didn't  see 
ins  down  the  track 
derailed  them. 
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Software  AG  of  North  America  Inc.,  a 
Reston,  VA  vendor  of  software  prod- 
ucts. As  Hopkins  explains,  ADABAS 
allowed  Nissan  USA  to  react  much 
more  quickly  to  changing  business 
conditions  because  it  serves  as  a 
kind  of  central  repository  of  corpo- 
rate data,  which  can  be  accessed  by 
all  programs  with  a  minimum  of 
time-consuming  special  tailoring. 
With  ADABAS,  new  applications  can 
be  added  without  affecting  older 
programs,  and  new  data  elements 
can  be  easily  added  without  the  need 
to  alter  all  pre-existing  programs — 
which  was  often  required  with  the 
older  technology  of  standard  data 
files. 

"The  software  has  contributed  ma- 
terially to  the  success  we  have  had 
and  has  helped  keep  us  competitive 
in  a  very  competitive  business," 
Hopkins  says. 

The  first  major  system  created 
using  ADABAS  was  the  vehicle 
distribution  system,  a  revamped  ver- 
sion of  a  pre-existing  application. 
When  the  new  version  first  went  on- 
line in  1980,  Nissan  USA  began  to 
realize  the  benefits  of  database 
technology  that  the  consultants' 
studies  had  promised.  Hopkins  calls 
the  revamped  version  "a  major  step 
forward  in  our  ability  to  support 
business  operations." 

Since  then,  Nissan  has  undertaken 


other  high-priority  systems  such  as  a 
new  parts  distribution  system  cur- 
rently under  development,  that  may 
have  a  similarly  large  impact.  The 
new  system,  taking  advantage  of 
the  flexibility  and  ease  of  use  of 
ADABAS,  will  greatly  improve  Nis- 
san USA's  parts  distribution  to  the 
dealer  network.  Other  benefits  of  the 
software  include  the  ability  of  top 
Nissan  executives  to  keep  in  touch 
with  current  business  conditions  via 
direct  database  inquiry  through  IBM 
color  displays  and  portable 
terminals. 


Pentagon  Federal  Credit  Union  is 
in  the  business  of  serving  the  people 
who  serve  the  country.  The  second 
largest  credit  union,  Pentagon  Feder- 
al has  more  than  275,000  members, 
comprised  of  Air  Force,  Army  and 
Defense  Department  employees, 
relatives  and  dependents.  An  inde- 
pendent thrift  institution 
headquartered  in  Washington,  D.C., 
Pentagon  Federal  is  regulated  by  the 
National  Credit  Union  Administra- 
tion, and  has  branches  throughout 


Strategic 
Information 


To  win  your  sales  and  marketing  battles,  you  need  your  own  strategic 
information  network. 

Throughout  history,  winners  have  always  had  better  information, 
communications,  organization  and  control.  CLOSPM  sales  and  marketing 
/~\  I     _£T   rz.  f~\  I —  tm    software  and  the  CLOSFM  strategic 
(  ^•vl —         information  network  can  now  provide  you 

^-^1—  — _.      *>— '' —        with  the  information,  communications, 
organization  and  control  to  win  in  your  -^ 

market  place.  J^Qk.     Quelle 

Send  for  more  information  about    Jpi    ^4   Corporation 
CLOSFM  or  call... and  start  winning       m  «  Sales  and  Marketing 

more  sales  and  marketing  battles.  M±  <-i      Productivity 

288  Walnut  Street,  Newtonville,  Massachusetts  02160  617  965  8480 


the  U.S.  and  overseas. 

Timesharing  systems  were 
costing  the  company  about  $250,000 
a  year.  Last  year  Pentagon  Federal 
management  decided  to  look  at 
cheaper,  better  in-house  systems 
that  were  becoming  available.  At 
that  time,  the  company  also  began  to 
put  together  an  information  center  to 
meet  the  need  for  efficient  budgeting 
and  account  tracking  systems  for 
its  managers  and  executives.  The 
Pentagon  Federal  IC  was  closely 
modeled  on  the  IBM  IC  concept,  and 
included  a  4341  mainframe,  more 
than  50  3279  terminals  in  executive 
offices,  centrally  located  terminals,  a 
library,  consultants  and  a  hot  line  to 
field  questions.  "We  wanted  a  tool 
with  'what  if  capabilities  that  our 
management  team  could  use 
themselves,"  said  Roger  Kase, 
Comptroller. 

Pentagon  Federal  evaluated  about 
35  modeling  languages,  and  chose 
Comshare's  System  W  as  its  first 
major  software  installation  to  the  IC. 
An  IBM  sales  representative  urged 
Pentagon  Federal  to  include  System 
W  in  its  evaluation,  and  Kase  said  the 
program  dovetailed  nicely  with  their 
IC  plans.  But  more  than  that,  Penta- 
gon Federal  had  a  long  list  of 
requirements,  including  forecasting, 
inflation  adjustments,  technical  sup- 
port, multiple  user  support,  local 
service  support  from  a  stable  com- 
pany and  others.  "We  needed 
software  that  would  be  maintained 
and  enhanced,  that  would  grow  with 
the  industry,"  said  Frank  Stohrer, 
Manager  of  Finance. 

Three  other  general  requirements 
that  impressed  PF  with  System  W 
were  its  English  syntax,  comprehen- 
sive forecasting  and  use  of  variable 
names  instead  of  line  numbers. 
"With  System  W,  I  could  sit  down 
with  our  managers  and  go  over  the 
calculations  and  we  would  all  under- 
stand them,"  said  Priscilla  Roach, 
Senior  Financial  Analyst.  "In  some 
languages  the  rules  are  so  complex 
that  using  them  is  like  learning  to 
program." 

The  initial  application  was  an  an- 
nual budget  which  consisted  of  loan, 
share  and  expense  history  and  track- 
ing models  with  information  on 
member  accounts  such  as  loans, 
daily  transaction  data,  certificate  and 
checking  account  data  and  IRAs. 
Other  business  data  included  assets, 
liabilities,  utility  costs  and  personnel 
expenses.  "We  wrote  the  models 
ourselves,"  Roach  said.  "Users  were 
able  to  learn  the  system  in  a  couple 
of  days  and  within  several  weeks 
were  proficient  at  using  it."  Accord- 
ing to  Roach,  System  W's  WINDOW 
feature,  with  full  screen  capability,  is 
particularly  useful.  "It's  a  jewel  for 
debugging  any  kind  of  input  data," 
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Une  perfect  action  creates  a  perfect 
reaction  that  grows  and  grows. 


A  pebble  dropped  into  the  water  creates 

circle  after  circle,  each  growing  from  the 

one  before  it — and  each  one  reaching 

out  farther  than  the  last. 

At  Software  AG,  each  product  in  our 

integrated  system  grows  naturally  from 

your  center  of  data. 

o  Our  relational  data  base  management 
system  readily  adapts  to  meet  your 
current  and  future  needs. 

o  Our  data  dictionary  defines  how  that 
data  is  used  throughout  your  organ- 
ization. 

o  Our  communications  system  provides 
a  secure  network  to  give  your  users 
precisely  the  data  they  require. 

o  Our  fourth  generation  language  sys- 
tem transforms  the  data  into  informa- 
tion. 

o  Our  end-user  products  deliver  up-to- 
the-minute  data  to  support  better  and 
faster  decisions. 

O  And  tomorrow's  products  will  meet 
your  needs  by  putting  information 
power  into  wider  and  wider  circles  of 
users. 


Every  Software  AG  product  comes 
naturally  from  the  one  before  it,  and  all 
products  in  our  system  speak  the  same 
language.  That's  because  at  Software 
AG,  each  product  has  been  created  as 
part  of  a  master  plan. 

When  we  introduce  a  new  product,  we 
don't  have  to  spend  time  struggling  to 
make  it  fit  with  the  rest  of  our  products. 
We  just  move  quietly  on  to  prepare  the 
next  product  to  meet  your  needs. 

We  don't  believe  in  surprises — we 
believe  in  anticipating  the  trends  of  the 
future  and  meeting  them  with  new 
products  today. 

Now,  it's  up  to  you.  You  can  take  the 
one  perfect  action  that  will  lead  to  per- 
fect solutions.  Call  us  today. 
1-800-336-3761 
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Hayes.  Leading  the  way 
with  quality  telecomputing 
systems  for  the  personal 
computers  that  businesses 
use  most 

When  it  comes  to  communicating- 
computer  to  computer— Hayes  says  it 
best.  Let  a  Hayes  telecomputing 
system  handle  your  communications. 
Instantly.  Accurately.  Economically. 

All  you  need  is  a  Hayes  Smart- 
modem  (it's  like  a  telephone  for  your 
computer)  and  Smartcom  IP  software. 
In  no  time  at  all  you  can  create,  send 
and  store  files,  and  automatically  log 
on  to  information  services.  The  com- 
munication possibilities  are  endless! 

Introducing  our  new  Smartcom  II. 

More  connection  capabilities. 

More  convenience. 

Compatibility.  Now  Smartcom  II  is 
available  for  more  than  21  personal 
computers  (with  more  to  come).  That 
means  you  can  communicate,  Smart- 
com to  Smartcom,  with  an  IBM  PC, 
IBM  PC  AT,  AT&T  6300,  COMPAQ  * 
and  many  others. 


"I  demand  a  lot  from 
the  equipment  I  buy 
for  my  business.  So 
when  I  got  a  modem 
and  software  for  my 
computer,  I  went  with 
the  leader  And  know 
what?  My  telecomputm 
system  does  more  than 
Jever  thought  possible!' 
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Two  popular  protocols.  In  addition 
to  the  Hayes  Verification  protocol, 
our  new  Smartcom  II  includes  the 
XMODEM  protocol,  for  error-free 
transmission  to  a  wide  range  of  per- 
sonal computers  and  mainframes  at 
information  services. 

Terminal  emulation.  Smartcom  II 
also  allows  your  computer  to  "emulate" 
the  DEC*  VT100/102  and  VT52,  open- 
ing the  door  to  a  vast  number  of  DEC 
minicomputers. 

Voice  to  data  communications.  With 
Smartcom  II  you  can  easily  switch  from 
voice  to  data  transmission  (and  back 
again),  all  in  the  same  phone  call.  This 
saves  you  time  and  money  since  you 
don't  nave  to  hang  up  ana  dial  again. 

Unattended  operation.  Smartcom  II 
makes  telecomputing  simple,  even 
when  you're  not  there.  It  can  take  a 
message  when  you're  out.  and  leave  it 
on  your  disk  or  printer.  And  you  can 
tell  Smartcom  II  to  "save"  the  messages 
you've  created  during  the  day,  and 
automatically  send  them  at  night, 
when  phone  rates  are  lowest. 

Get  your  hands  on  the  leader. 
Hayes  Smartmodem. 

With  an  unsurpassed  record  of  reliability, 
it's  a  small  wonder  Smartmodem  is 
such  a  smart  buy!  Smartmodem  300™ 


(the  first  of  the  Smartmodem  series), 
transmits  and  receives  data  at  up  to 
300  bps.  For  longer  distances  and 
greater  volume,  Smartmodem  1200™ 
and  Smartmodem  1200B™  (it  plugs  into 
an  expansion  slot  inside  an  IBM  PC  or 
compatible)  provide  high-speed,  high- 
performance  superiority. 

Visit  your  computer  aealer  for  a 
hands-on  demonstration  of  Smart- 
modem  and  Smartcom  II.  A  complete, 
reliable  telecomputing  system  for  your 
personal  computer. 


"^^, 

<*$& 


Hayes  Microcomputer  Products,  Inc. 

5923  Peachtree  Industrial  Blvd., 
Norcross,  Georgia  30092. 404/441-1617. 


Smartcom  II  is  a  registered  trademark  and  Smartmodem  J00  Smartmodem  1200  and  Smartmodem  1200B  are  trademarks  of  Hayes  Microcomputer  Products.  Inc. 
•Trademarks  of  their  respecnve  companies.  ©1984  Hayes  Microcomputer  Products.  Inc. 


said  Roach,  "You  can  get  an  immedi- 
ate look  at  the  bottom  line,  or  scroll 
through  details  looking  for  key 
numbers." 

According  to  Kase,  "We  estimate 
that  we  will  save  $2.5  million  over 
five  years,"  adding  that  his  staff  can 
do  more  work  at  current  levels. 

Pentagon  Federal's  future  plans 
include  using  System  W  as  a  data 
acquisition  link  with  existing  in- 
house  software  and  installation  of 
System  W  color  graphics  for  presen- 
tations to  the  Board  of  Directors  and 
key  officials.  In  the  Comptroller's 
area,  there  are  plans  to  provide  pack- 
aged models  for  general  use  by 
management,  including  menu  selec- 
tions and  "what  if"  capabilities. 
Other  applications  on  the  drawing 
board  are  a  loan-loss  projection 
model,  portfolio  selection  analysis 
and  asset  liability  management  re- 
porting. With  the  installation  of  the 
information  center,  Pentagon  Federal 
is  gearing  up  for  more  financial  mod- 
eling to  deal  with  changes  that  affect 
its  business,  and  to  look  at  the  in- 
creased number  of  variables  that 
must  be  considered  in  the  dynamics 
of  running  a  large  financial  institu- 
tion. 


The  Georgia  Dental  Association 
(GDA)  has  been  providing  informa- 
tion to  the  public  on  dental  profes- 
sionals for  125  years.  The  Associa- 
tion's basic  service  is  helping  pa- 
tients match  their  needs  and  desires 
with  the  appropriate  dental  profes- 
sional. In  order  to  do  this,  the  GDA 
maintains  a  database  with  96  "fields 
of  information"  on  each  of  its 
2,000+  members  (consisting  mainly 
of  dentists),  including  spouse  name, 
practice  specialty,  schools  attended 
and  papers  published. 

Until  about  a  year  ago,  all  of  this 
information  was  recorded  on  index 
cards.  To  manage  tnese  extensive 
records,  the  GDA  bought  an  IBM 
Personal  Computer  (PC)  and  began 
using  Please,  a  data  management 
system  developed  by  Hayes  Micro- 
computer Products,  Inc.  of  Norcross, 
GA. 

According  to  Martha  Phillips, 
|  office  administrator  for  the  GDA, 
Please  "has  saved  us  a  tremendous 
amount  of  time  and  given  us  the 
capability  to  do  things  for  our  mem- 
bership that  we  were  never  able  to 
do  before."  Please  has  increased  the 
amount  of  information  available  to 
GDA  members  and  has  made  it  pos- 
sible to  generate  custom  reports 


based  on  one  or  more  criteria;  the 
Association  is  also  planning  to  ex- 
pand its  use  of  Please  to  include 
information  on  legislative  and  media 
contacts. 

The  GDA's  main  use  of  Please, 
however,  is  in  its  telephone  referrals. 
For  example,  Please  can  instantly 
come  up  with  an  oral  surgeon  from  a 
specific  geographic  region  or  one 
who  attended  a  particular  school 
while  a  caller  waits. 

The  GDA  is  particularly  "pleased" 
with  the  flexibility  and  ease  of  use  of 
its  new  system.  The  menu-driven 
program,  simple  commands  and 
"Help"  key  (providing  on-screen 
assistance)  have  allowed  the  Asso- 
ciation to  implement  Please  quickly. 
"It  speaks  in  English,"  Phillips  says, 
"We  don't  have  to  know  a  lot  of 
terminology  to  use  it." 

The  GDA  is  planning  new  uses  for 
Please,  but  already,  according  to 
Steven  Janas,  Executive  Director  of 
the  Association,  "it  has  helped  us 
tremendously;  Please  took  the  place 
of  a  fourth  staff  person." 


Every  software  package  does 
something  different  in  some  respect, 
whether  major  or  minor.  The  better 
the  prospective  user  is  at  identifying 
his — or  her — needs,  the  more  suc- 
cessful he  will  be  in  selecting  the 
right  software  package  to  satisfy 
those  needs. 

While  software  selection  today 
puts  a  much  greater  burden  on  the 
prospective  user  than  will  be  the 
case  in  the  future,  the  rewards  are 
commensurate  with  the  investment 
of  time  and  effort  in  identifying  user 
needs,  learning  the  capabilities  of 
the  available  systems  and  investigat- 
ing how  various  software  options 
can  accomplish  the  desired  goals. 
The  effort  of  choosing  software  is 
likely  to  be  shared  between  manage- 
ment and  employees  and  as  most 
managers  know  quite  well,  employ- 
ees— including  the  managers — often 
confuse  what  they  want  with  what 
they  need.  In  an  era  of  rapid  techno- 
logical change,  business  needs  will 
change  more  quickly  than  ever  be- 
fore and  will  require,  more  than  ever 
before,  the  application  of  more  re- 
sources to  identify  and  respond  to 
new  circumstances. 

"Software  Solutions,"  was  prepared  for 
FORBES  Magazine  by  Gartner  Group, 
Inc.,  a  Stamford,  Conn.,  based  high 
technology  research  firm,  under  the  di- 
rection of  Kenneth  A.  Smalheiser 


I  WISH 

Someone  Would 
Explain  PC 

Communications 
Software. 


Now  someone  lias.  All  the  terms, 
like  micro  to  mainframe  connection, 
modem  and  PC  to  PC  link  are  explained 
in  this  free  new  booklet,  "Now  You're 
Talking:  The  ABC's  of  Communications 
Software." 

It  tells  you  how  to  use  your  PC  to 
communicate,  it's  easy  to  understand — 
even  entertaining.  Just  send  the  coupon 
to  Software  Synergy,  Inc. — the  devel- 
opers of  RESPOND'"  Communications 
Software,  the  products  that  are  revolu- 
tionizing PC  communications. 

Or  call  914  633-0400. 

RESPOND" 

COMMl  'NICATIONS  SOFTWARE 

Now  You're  Talking 

Software  Synergy,  Inc.  Dept.  F 

466  Main  St.,  New  Rochelle,  NY  10801 
Please  send  me  your  free  new  booklet 
"Now  You're  Talking.'' 

Name 


Title. 


Company. 

Address 

City 


-State. 


.Zip. 
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They  said  you  could  own  your  own  TV 
station  for  practically  nothing  and  become 
rich  and  powerful.  Alas,  there's  many  a 
crash  'twixt  the  dream  and  the  cash. 


Channels  paved 
with  gold 


By  Jeffrey  A.  Trachtenberg 

IOW  POWER  TELEVISION  isn't 
_  Charles  Johnson's  favorite  sub- 
I  ject  these  days.  The  soft-spok- 
en, 50-year-old  Ponca  City,  Okla.  at- 
torney and  his  group  of  investors  took 
a  bad  bath  when  they  finally  sold  their 
station  to  a  more  experienced  broad- 
caster. Moans  Johnson:  "It  just  ended 
up  more  expensive  than  we  thought." 
More  expensive  than  a  lot  of  people 
thought.  In  April  1982  Entrepreneur 
magazine  headlined  its  story  "Low 
Power  TV:  A  Now-or-Never  Opportu- 
nity," and  promised  that  for  as  little 
as  $12,000  aspiring  Bill  Paleys  might 


be  able  to  make  millions  of  dollars. 
Another  business  publication  trum- 
peted: "Enterprising  investors  have 
discovered  a  hot  new  market:  low 
power  television." 

Low  power  television  got  its  start  in 
1980.  This  time  the  FCC  was  filling 
the  TV  needs  of  small-town  rural 
America,  which  couldn't  support  ex- 
pensive stations.  LPTV  seemed  an  ob- 
vious solution.  The  signal  usually 
reaches  a  modest  10  to  15  miles,  com- 
pared with  50  to  60  miles  for  a  full 
power  station,  and  the  station  would 
cost  only  around  $300,000  to  launch. 
In  contrast,  a  new  full  power  station 
starts  at  about  $2.5  million  to  $3  mil- 


lion— more  of  an  investment  than  a 
lot  of  communities  can  support.  Ad- 
vertising rates  for  low  power  would  be 
attractive,  too:  A  30-second  spot 
could  sell  for  $20  to  $30  and  attract 
local  car  dealers  and  grocers.  On 
prime  time  in  New  York  a  30-second 
spot  costs  $9,000  to  $25,000. 

It  all  looked  irresistible.  There  are 
currently  27,000  applications  for  low 
power  television  licenses  before  the 
Federal  Communications  Commis- 
sion, many  filed  by  small-time  entre- 
preneurs dreaming  of  becoming  big- 
time  broadcasters.  About  250  LPTV 
stations  are  in  operation,  150  of  them 
in  Alaska.  Barbara  Kreisman,  chief  of 
the  FCC's  LPTV  branch,  says  500  sta- 
tions should  be  in  operation  by  the 
end  of  1985,  and  the  number  eventu- 
ally will  rise  to  an  estimated  4,000. 

The  dream  of  easy  money,  however, 
is  fast  fading.  Today  only  a  handful  of 
LPTV  operators  are  breaking  even.  "I 
suspect  it's  a  five-year  run  before 
you're  in  the  black,"  says  Cecil  Fuller, 
President  of  American  Broadcast  Sys- 
tems, Inc.,  who  owns  two  LPTV  sta- 
tions in  Arkansas  and  Oklahoma. 
"This  business  is  a  real  crap  shoot." 

Station  owners  are  chosen  by  FCC 
lottery.  They  have  a  year  to  begin 
broadcasting,  which  is  when  the  prob- 
lems start.  Most  operators  don't  know 
what  programming  is  available  or 
how  much  it  costs.  Worse,  many,  as 
Charles  Johnson  discovered,  are  learn- 
ing that  running  an  LPTV  station  is  a 
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Michael  Story,  chairman  of  Texas  Publishing  and  an  LPTV  operator 

"J  hear  people  talking  about  investing  $200,000,  and  it's  depressing. 
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James  Gipson 


The 

investor's 
Equation 

Creating  Wealth  Tliroiufh  Undervalued  Stocks 


William  M  Bowen  [V 
Frank  P  Ganurheau  III 


Dow  Jones-Irwin 
$19.95 


McGraw-Hill 
$17.95 


Probus 
$15.95 


Dow  Jones-Irwin 
$19.95 


B.Dalton  presents  four  new  books  on  business  to  help  you  improve  your  insight, 
your  outlook,  and  your  income.  Stop  in  and  get  your  copies  today. 

Super  Stocks,  by  Kenneth  L.  Fisher- explanatory  guide  to  today's  super  stocks. 
Winning  the  Investment  Game,  by  James  Gipson- current  investment  strategies  for  in- 
vestors. The  Investor's  Equation,  oy  William  M.  Bowen  IV  and  Frank  P  Ganucheau  Ill- 
how  to  make  the  P/E  ratio  work  for  you.  The  Dow  Jones-Irwin  Guide  To  Usinq  The  Wall 
Street  Journal-a  guide  to  the  economic  information  appearing  daily  in  the  Journal. 


©1984  B  Dalton  Bookseller 
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YOUR 

TICKET  TO 

AMERICA'S 

EXCITING 

ARTS  SHOW! 


HORIZON  telescopes  all  the 
lively  arts  into  view  with 
up-to-the-minute  reports 
from  across  the  country 
and  around  the  world.  New 
faces  and  established  forces 
shaping  the  arts  come  alive 
in  award  winning,  25  year 
tradition  in  each  issue  of 
Horizon,  The  Magazine 
of  the  Arts. 
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Cecil  Fuller,  president  of  American  Broadcast  Systettis,  Inc. 
"After  the  shakeout.  the  big  broadcasters  will  move  in. 


full-time  job.  It  also  requires  techni- 
cal knowhow,  including  where  to 
place  an  antenna  and  what  kind  of 
equipment  to  buy.  LPTV  operators 
were  supposed  to  prosper  by  providing 
locally  originated  programming — 
high  school  football  games,  parades, 
PTA  meetings,  the  kind  of  thing 
somebody's  mother  might  want  to 
watch  if  Dynasty  wasn't  on.  But  opera- 
tors actually  fill  their  hours  with  old 
movies  or  whatever  programming 
they  can  buy;  that's  much  cheaper 
than  buying  the  kind  of  equipment 
needed  for  on-the-spot  local  coverage. 

The  shocker,  however,  comes  when 
an  owner  realizes  his  station  will  prob- 
ably never  be  profitable  unless  he  can 
get  more  audience,  which  means  hook- 
ing into  cable  systems  to  extend  the 
range  past  15  miles.  But  under  present 
FCC  regulations,  cable  operators,  de- 
pending on  the  size  of  their  markets, 
are  limited  in  the  number  of  distant 
signals  they  can  carry  without  paying 
copyright  fees,  which  also  means  high- 
er costs.  While  that  matter  is  under 
review,  at  present  the  Copyright  Of- 
fice demands  that  larger  cable  opera- 
tors carrying  LPTV  signals  pay  3.75% 
of  their  stations'  gross  revenues  to 
copyright  owners.  That's  a  deal-break- 
er for  cable  operators,  who  aren't  going 
to  pay  a  hunk  of  their  revenues  to  carry 
the  old  movies  or  whatever  the  LPTV 
station  is  running. 

"Our  biggest  problem  was  our  in- 
ability to  get  on  the  big  cable  sys- 
tems," complains  Ponca  City's  John- 
son, who  with  his  partners  put 
$500,000  into  the  station  and  came 
out  with  a  lot  less.  "If  we  had,  we 
would  have  had  an  audience  pool  of 
200,000  potential  viewers,  more  than 
enough  for  local  advertisers.  Eventu- 
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ally  we  got  on  five  or  six  small  cable 
systems,  but  it  wasn't  enough,  and  all 
our  capital  was  drained."  Ironically, 
Johnson  and  his  group  of  investors 
acquired  their  LPTV  construction  per- 
mit from  another  entrepreneur  in 
town  who  ran  out  of  funds  halfway 
through  construction. 

Says  Michael  Story,  who  runs  LPTV 
Channel  18  in  Sulphur  Springs,  Tex.: 
"Every  convention  I  go  to  I  hear  peo- 
ple talking  about  investing  $200,000, 
and  it's  depressing.  They  don't  have  a 
plan,  they  don't  have  the  knowhow 
and  they  don't  have  enough  money." 

Thirteen  months  after  he  started, 
and  $  1 .2  million  later,  Story  says  he  is 
close  to  break-even  on  his  $875,000 
gross — hardly  a  bonanza. 

Story  is  chief  executive  officer  of 
Texas  Publishing  Co.,  which  pub- 
lishes magazines  and  newspapers  for 
small  towns,  so  at  least  he  had  some 
feel  for  doing  business  in  such  areas. 
But  he,  too,  had  a  lot  to  learn. 

"We  realized  that  the  LPTV  signal 
is  inadequate,"  says  Story.  "I'd  hate  to 
be  15  miles  away  and  depending  on 
our  signal.  We  ended  up  signing  con- 
tracts with  1 1  cable  companies.  Oth- 
erwise we  would  never  have  made 
it — we  couldn't  have  reached  enough 
people  to  make  it  desirable  for  adver- 
tisers. LPTV  is  being  oversold." 

When  pressed  about  the  future  of 
their  industry,  many  operators  con- 
cede that  they  hope  to  make  a  killing 
only  after  a  lot  of  participants  have 
been  shaken  out.  And  even  then  the 
big  profit  may  come  from  selling  out, 
not  from  operating  the  stations.  Says 
station  owner  Cecil  Fuller:  "After  the 
shakeout  the  big  broadcasters  will 
move  in.  That's  when  the  money  will 
be  there."  ■ 
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LIMITED  ISSUE,  LIMITED  TIME. 
UNLIMITED  POTENTIAL 


THE  OLYMPIC  UNCIRCULATED  SILVER  DOLLARS. 


or  only  $28  you  can  collect  one  of 
ne  most  unique  coins  ever  created, 
i\\h  one  of  the  brightest  futures, 
lonsider  the  facts  in  your  favor. 

I.  Historical  Perspective 

1 1935  the  last  cartwheel  silver  dol- 
irs  were  struck.  Today  either  of  the 
jmous  Morgan  or  Peace  dollars  in 
awless  condition  would  sell  for  hun- 
reds  of  dollars  more  than  their  original 
alue.  For  example,  in  1935, 1,964,000 
'eace  dollars  were  struck  in  San 
rancisco.  Today  an  excellent  price  for 
lis  coin  would  be  $1,400,  if  its  con- 
ition  was  choice. 

:.  Extraordinarily  Low  Mintages 

■onsider  the  maximum  mintages  of 
ie  flawless  1983  and  1984  Olympic 
ncirculated  silver  dollars. 

)83P  (Philadelphia) 

)83S  (San  Francisco) 

)83D  (Denver) 

J84P  (Philadelphia) 

)84S  (San  Francisco) 

)84D  (Denver) 


Discus  Thrower  920,000 

Discus  Thrower  550,000 

Discus  Thrower  550,000 

Coliseum  Silver  Dollar  650,000 

Coliseum  Silver  Dollar  500,000 

Coliseum  Silver  Dollar  500,000 


:ompared  to  the  classic  Morgan  and 
'eace  dollars,  these  mintages  are  ex- 
'aordinarily  low.  The  mintage  of  the 
'eace  dollar  fell  below  550,000  only 
nee,  in  1928,  when  360,649  Peace 
ollars  were  struck  in  Philadelphia, 
oday  a  flawless  1928  Philadelphia 
'eace  dollar  would  sell  for  more  than 
1,300.00. 

L  A  Very  Bright  Future 

Jo  one  can  predict  the  future  value 
^  any  fine  collectible.  But  the  beauty 
nd  dramatically  low  mintages  of  the 
)lympic  uncirculated  silver  dollars 
trongly  suggest  that  they  have  a 
ery  bright  future. 

L  Numismatic  Classics 

Jo  professional  numismatist  would 
rgue  the  point  that  scarcity,  historical 
ignificance  and  the  condition  of  a 
oin  are  the  major  elements  that  de- 
armine  its  numismatic  value.  The 
)lympic  uncirculated  silver  dollars 


meet  all  these  criteria. 

5.  A  Once-ln-A-Lifetime 
Opportunity 

Unless  the  U.S.  hosts  another  Olym- 
pics, we  will  never  mint  another 
Olympic  coin.  Only  the  host  nation 
has  that  right.  Most  importantly,  no 
orders  for  any  Olympic  coins  will  be 
accepted  by  the  U.S.  Treasury  post- 
marked after  January  18, 1985.  So  you 
must  order  soon. 

6.  They  Are  Precious  Gifts 

Giving  Olympic  coins  is  a  perfect  way 
to  commemorate  any  occasion.  They 
become  a  cherished  memory  of  your 
thoughtfulness,  the  occasion  and  of 
the  Games  themselves. 

And  remember  that  for  each  silver 
coin  you  order,  $  10  will  be  donated 
to  our  Olympic  movement.  That  in 
itself  is  all  the  reason  any  American 
should  need  to  buy  a  beautiful  Olym- 
pic silver  dollar. 


Here's  How  to  Order 

The  coins  are  beautifully  gift  packaged 
and  their  gemlike  condition  is  pro- 
tected by  special  crystal-clear  cap- 
sules. You  may  only  order  the  1983P 
and  1984P  uncirculated  coins  individ- 
ually The  Collector's  Sets  contain  all 
three  uncirculated  dollars.  The  1983 
set  contains  the  P,  S  &  D  DiscusThrower 
silver  dollars.  The  1984  set  contains 
the  P,  S  &  D  Coliseum  silver  dollars 


Olympic  Silver  Dollar  Specification: 

Same  size  as  traditional  cartwheel  silver  dollar. 

Weight:  .86  troy  oz.,  .900  fine  silver. 


MAIL  ORDERS  TO:  THE  UNITED  STATES  MINT.  P.O.  BOX  6766, 
SAN  FRANCISCO,  CA  94101 


VERY  IMPORTANT- PLEASE  READ  Yes 
please  accept  my  order  lor  Olympic  coins 
I  understand  All  sales  are  tinal  and  not 
subject  to  relund  and  verification  ot  my 
order  will  be  made  by  the  Department  ot 
the  Treasury  The  United  Slates  Mint  My 
coins  will  be  delivered  registered  marl  and 
may  be  in  multiple  shipments  My  order 
placed  by  credit  card  will  be  charged  im 
mediately  to  my  account  and  may  result  in 
tinance  charges  or  other  tees  pnoi  to  de 
livery  ot  coins  I  understand  orders  will  be 
processed  as  they  are  received  and  il  bul 
lion  puces  rise  significantly  the  Mint  has 
the  light  to  discontinue  order  acceptance 
Once  order  is  accepted  however  it  will  not 
be  cancelled  lor  that  reason  I  have  read 
understand  and  agree  to  the  above 


Signature 


0UAN 

OPTION 

ITEM 

EACH 

TOTAL 
PRICE 

6 

1983  Collector's  Set 

$89  00 

11 

1984 Collectors  Set 

$89  00 

8 

1983P  Uncirculated  Silver  Dollar 

$28  00 

9 

1984P  Uncirculated  Silver  Dollar 

$28  00 

TOTAL 

Shipping  &  Handling 

$2  00 

GRAND  TOTAL 

Method  of  payment 


(Check!    MoneyOfderQVISAL 

I    I    I    I    I    I    I    I 


Exp  Date 

TTT 


Name. 
City 


_  Address. 
.State 


Signature 
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SUPPORT  THE  HOME  TEAM. 


<Ttpic  Organizing  Can 


Allow  6  to  8  weeks  for  delivery.  To  place  a  credit  card  order  by  phone  and  confirm  shipping  date  call  toll 

free  your  nearest  Official  Olympic  Coin  Distributor:  Panda  America  Corp.  (CA)  1-800-472-6327  •  Numismatics  Ltd.  (CA) 

1-800-421-0678  •  Mantra  Tordella  &  Brookes  Inc.  (NY)  1-800-223  5818  •  Paramount  Corp.  (FL)  1-800-327-9853 


A  brash  young  firm  recently  sold  the  public  one  of  the  biggest  tax 
shelters  ever.  No  one  knows  how  the  investors  will  fare,  but  the 
salesmen  are  already  cashing  their  checks. 

How  to  turn  $430  million 
into  $760  million 


By  Howard  Rudnitsky 


IN  THE  TAX  SHELTER  BUSINESS,  oil 
isn't  hot  anymore.  Real  estate  is. 
In  January  Boston-based  First 
Winthrop  Corp.  made  big  news  by 
buying  19  New  York  City  office  build- 
ings from  the  MacArthur  Foundation. 
Winthrop  paid  $328  million  in  cash 
and  assumed  $100  million  worth  of 
debt  and  taxes  in  one  of  the  largest 
real  estate  syndications  ever. 

In  June  Winthrop  put  the  properties 
up  for  sale  to  investors  seeking  a  tax 
shelter  and  capital  appreciation.  The 
deal,  officially  named  1626  New  York 
Associates  Limited  Partner- 
ship, is  the  biggest  private 
placement  in  history.  It  sold 
out  in  only  three  months. 

Roughly  1,250  wealthy  buy- 
ers (see  box,  p.  102)  snapped  up 
1,344  units  priced  at  $250,000 
each.  The  attractions:  an  un- 
usually long  7  '/2-year  pay-in  pe- 
riod, and  a  tax  structure  that 
provides  early-year  writeoffs 
for  over  twice  the  payments, 
dropping  sharply  later.  Down 
the  line  is  potential  for  higher 
rents  and  higher  values  for  the 
buildings.  The  limited  partners 
own  such  choice  properties  as 
the  Gulf  &  Western  Building 
and  publisher  Harcourt  Brace's 
former  headquarters. 

The  deal  involves  some  cir- 
cumstances that  its  sophisti- 
cated buyers  probably  didn't 
care  about.  One  was  the  huge 
markup  of  the  syndication  to 
$757  million.  Winthrop 
bought  the  properties  for  little 
more  than  half  what  the  part- 
nership will  pay.  The  limited 
partners  had  to  put  up  $120 
million  of  the  difference  for 
repairs  and  reserves.  Another 


$129  million  goes  to  cover  items  like 
interest  on  a  large  bank  loan  and  in- 
surance costs. 

Most  of  the  rest  goes  to  fees,  and 
Winthrop's  take  should  be  consider- 
able. The  firm's  securities  subsidiary 
has  60  salesmen  who  got  almost 
$12,000  for  each  unit  sold.  That  aver- 
ages to  gross  commissions  of 
$250,000  per  man,  with  some  produc- 
ers making  up  to  $800,000.  Not  bad 
for  a  few  months'  work. 

Then  there  are  the  eight  young  part- 
ners who  own  most  of  Winthrop.  The 
firm  should  gross  some  $70  million 
over  the  next  seven  years  as  a  result  of 
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New  York's  Gulf  &  Western  Building 

The  portfolio's  newest  building,  but  it  leaks. 


the  deal,  and  they  stand  to  reap  the 
benefits.  Later,  they  can  make  mil- 
lions more  if  the  properties  are  sold  at 
a  profit.  And  what  did  they  do  for  all 
this  money?  Essentially,  they  ar- 
ranged the  complex  financing. 

Why  were  the  partnership  buyers 
willing  to  pay  so  much  more  than  the 
buildings  are  currently  worth?  Be- 
cause the  investors  seemed  to  feel 
that  this  is  probably  a  last  chance. 
The  new  tax  law  and  the  prospect  of 
further  reforms  will  make  deals  like 
the  one  Winthrop  offered  on  the  Mac- 
Arthur  properties  much  harder  to  du- 
plicate in  coming  years. 

Thanks  to  this  and  other 
deals,  First  Winthrop  should 
end  its  fiscal  year  next  April 
with  capital  of  $50  million, 
double  what  it  started  the  peri- 
od with.  Impressive  perfor- 
mance for  an  outfit  that  com- 
menced business  in  1975  with 
less  than  $1  million  in  capital 
and  only  seven  employees. 

Under  Chairman  Arthur 
Halleran  Jr.,  who  came  to  the 
fledgling  syndication  firm 
from  Paine  Webber  in  1977, 
Winthrop  began  putting  to- 
gether net  leases  and  sale 
leasebacks.  It  pioneered  in  a  i 
field  where  there  was  little 
competition  at  the  time,  help- 
ing large  corporations  arrange 
what  amounts  to  off-balance- 
sheet  financing  from  shelter- 
seeking  investors. 

Along  the  way,  Winthrop 
also  packaged  other  real  estate 
tax  shelters.  Its  partnerships 
were  mostly  private  place- 
ments, limited  to  affluent  in- 
vestors. By  last  year  Winthrop 
had  raised  close  to  $1  billion  in 
equity  from  investors  in  some 
250  partnerships. 
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At  Swiss  Bank  Corporation, 

We  like  to  talk  business, 


'Some  of  our  customers  found 
the  right  bank  by  asking  the  right 
questions." 
Joseph  N.  Boland, 
First  Vice  President 

If  you  are  looking  for  a  bank  that 
is  recognized  the  world  over  for  high 
quality  services,  strong  financial 
condition,  extensive  international 
network,  and  capabilities  in  both  the 
commercial  and  investment  banking 
areas,  then  talk  to  the  Swiss  Bank  * 
Corporation.  We  take  a  businesslike 
approach  to  your  financial  needs. 

Financial  transactions  have  become 
increasingly  complex  and  global  in 
nature.  Top  performance  in  the 
financial  markets  requires  a  world- 
wide presence  plus  extensive  capa- 
bilities in  a  variety  of  products  and 
services.  Many  corporate  financial 
officers  have  approached  Swiss 
Bank  Corporation  with  questions 
that  only  a  bank  with  commercial 
and  merchant  banking  capabilities 
can  answer. 

So  wnether  you  need  a  cash  man- 
agement system  for  your  Latin 
American  operations,  short  or 
medium  term  financing  for  working 
capital  purposes  or  advice  and  as- 
sistance with  Euro-capital  market 
transactions,  call  on  Swiss  Bank 
Corporation.  We  have  the  experience, 
the  resources  and  the  tradition  for 
finding  answers  to  our  clients' 
questions  and  needs. 


Swiss  Bank  Corporation 

Schweizerischer  Bankverein 
Societe  de  Banque  Suisse 

The  key  Swiss  bank 

sneral  Management  in  CH-4002  Basle,  Aeschenplatz  6,  and  in  CH-8022  Zurich,  Paradeplatz  6.  Over  200  offices  throughout  Switzerland.  Main  Office  U.S. A.: 
aw  York,  Four  World  Trade  Center,  10048,  212/938-3500.  Branches:  Chicago,  Three  First  National  Plaza,  60602,  312/346-0350  and  San  Francisco,  101  California 
reet,  94111,  415/774-3300.  Agency:  Atlanta,  235  Peachtree  St.,  N.E.,  30303,  404/522-1600.  Representative  offices:  Houston,  One  Allen  Center,  77002, 
3/658-0561 ;  Los  Angeles,  800  W.  Sixth  St.,  90017,  213/489-5900. 
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410  Park  Avenue 

A  midtown  location, fully  rented. 

No  one  knew  much  about  Winthrop 
until  May  of  1983.  That's  when  the 
firm  began  negotiating  with  the  Mac- 
Arthur  Foundation.  Originally,  Win- 
throp wanted  to  buy  Bankers  Life  &. 
Casualty,  the  foundation's  principal 
asset,  along  with  the  real  estate — a 
$700  million-plus  transaction. 

The  potential  of  such  a  big  pur- 
chase ended  Winthrop's  obscurity. 
"We  had  a  real  interest  in  the  insur 
ance  company,"  explains  Halleran. 
"It  has  2,800  salesmen  who  could 
distribute  public  real  estate  funds  and 
it  could  be  a  strong  complement  to 
us."  But  trouble  developed.  Roderick 
MacArthur,  whose  father  es- 
tablished the  foundation,  ac- 
cused trustees  of  being  in  too 
much  of  a  hurry  to  sell. 
Winthrop's  negotiations  fell 
through,  and  another  com- 
pany, Louisville-based  ICH, 
eventually  acquired  Bankers 
Life. 

But  Winthrop  did  make  a 
successful  offer  for  Mac- 
Arthur's  New  York  real  estate. 
To  line  up  financing,  Halleran 
worked  out  an  arrangement 
with  General  Electric's  $10.7 
billion  pension  fund,  one  of 
the  few  corporate  funds  that 
invests  actively  in  the  real  es- 
tate market.  The  fund,  which 
had  financed  Winthrop  deals 
before,  lent  Winthrop  $338 
million  for  20  years.  The  effec- 
tive interest  rate  is  13.3%,  but 
only  part  of  the  money  is  cur- 
rently paid  in  cash. 

In  1997  GE  has  an  attractive 
option:  It  can  exchange  its  ac- 
crued interest  of  $289  million 
for  a  49.9%  stake  in  eight  of  the 
choicest  buildings.  If  the  pen- 
sion fund  opts  in  favor  of  the 
ownership  position,  the  limit- 
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67  Broadway 

Near  Wall  Street  and  68  years  old,  but  with  lots  of  space. 


ed  partners  will  see  their  potential  for 
capital  gains  significantly  reduced. 

To  increase  the  value  of  the  build- 
ings, GE  insisted  that  about  $90  mil- 
lion be  set  aside  from  the  limited  part- 
ners' $120  million  of  reserves  to  refur- 
bish the  pension  fund's  option 
properties.  Some  (including  the  14- 
year-old  Gulf  &.  Western  tower, 
which  leaks)  need  attention. 

To  make  the  deal  go,  Winthrop  had 
to  come  up  with  $60  million.  GE  and 
the  other  lenders  wanted  that  money 
as  collateral.  It  amounted  to  a  partial 
guarantee  that  the  properties  would 
be    syndicated    and    that    investors 


Look  who's  buying  New  York 

The  list  of  1,250  limited  partners  in  one  of 
the  biggest  tax  shelters  ever  reads  like  a 
Who's  Who  of  business  and  entertainment. 
Here  are  some  of  the  better-known  names 
recently  on  file  with  regulators. 

Limited  partnet 

Occupation                Amount  invested 

Woody  Allen 

entertainer 

$1,000,000 

Arnold  (Red)  Auerbach  Boston  Celtics 

250,000 

Ernest  Borgnine 

entertainer 

500,000 

Dick  Clark 

TV  producer 

250,000 

John  Emery  |r 

Emery  Air  Freight 

250,000 

JB  Fuqua 

Fuqua  Industries 

250,000 

John  Heinz  III 

U.S.  Senate 

3,000,000 

Edward  Hennessy  |r 

Allied  Corp 

250,000 

lames  Henson 

"Muppets"  creator 

250,000 

IR  Hyde  III 

Malone  &  Hyde 

250,000 

Donald  Kendall 

PepsiCo 

2,500,000 

Charles  Lazarus 

Toys  "R"  Us 

500,000 

Mr  &  Mrs  Geo  Lucas 

film  producers 

5,000,000 

Mark  McConnack 

investment  adviser 

250,000 

Lily  Tomlin 

entertainer 

250,000 

Alain  Wertheimer 

Chanel,  Inc 

1,250,000 

Source: 

Office  of  the  Secretary  of  State  of  Massachusetts 

would  meet  their  payments.  No  one, 
after  all,  wants  to  wind  up  as  the 
unexpected    owner    of    millions    of; 
square  feet  of  New  York  real  estate  if ! 
a  tax  shelter  doesn't  go  through. 

To  get  the  money,  Winthrop 
shrewdly  tapped  the  public  tax  shelter  r 
market  last  winter,  selling  $50  mil- 
lion in  an  offering  called  Winthrop 
Interim  Partners  1 .  This  fund  was  set 
up  to  be  a  short-term  source  of  capital 
for  the  company's  own  syndications. 
In  effect,  it's  a  tax  shelter  to  fund 
subsequent  tax  shelters.  Winthrop 
claims  that  WIP1  will  give  investors 
an  impressive  annualized  aftertax  re- 
turn of  60%  on  their  money  in 
just  eight  months. 

Too  good  to  be  true?  In  a 
sense,  yes.  WIP1  is  now  being.; 
terminated,  because  the  tax  re- 
forms   will    substantially    re- 
duce tax  shelter  benefits  in  the . 
future.  Still,  the  fund  served, 
its  purpose. 

Despite  all  the  planning,  the< 
syndication  ran  into  an  unex- 
pected   hitch.     The     trouble 
came  in  the  form  of  a  poorly  | 
typed  2 '/2-page  letter  that  hun- 
dreds of  investors  received  in 
August,  when  the  offering  was  i 
in  full  swing.  The  unknown 
author  was  possibly  a  disgrun- 
tled   former    employee.    The< 
document  claimed  that  Win- 
throp was  siphoning  off  large  i 
sums  for  itself  and  its  lawyers 
and  accountants.  Among  the 
charges:  Substantial  amounts 
of  the  limited  partners'  money 
would  go  "to  fix  up  all  the 
properties  so  that  they'll  be 
ready  for  GE  to  take  80%  of 
them";  the  favorable  tax  opin- 
ion, provided  by  Boston's  Hale 
&   Dorr,    was   "aggressive  at< 
best";  the  sponsors  had  used 
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Did  Czar  Nicholas  quibble  with  Carl  Faberge 
over  the  price  of  eggs? 
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When  you  are  dealing  with  something 

quite  extraordinary,  price  somehow  seems  irrelevant 

or  even  irreverent.  Indeed,  for  those  who  appreciate 

fine  Scotch,  Johnnie  Walker  Black  is  priceless. 


I     Johnnie  Walke. 
I     Black  Label  Scotch 

TEARS  ?\  n%  OLD  J 


■!*ESP 


OLD  BLENDED  SCOTCH  WHISKY  86.8  PROOF.  BOTTLED  IN  SCOTLAND.  IMPORTED  BYSOMERSET  IMPORTERS,  LTD.,  N.Y,  NY  ©  1984.     Faberge  egg  from  the  FORBES  Magazine  Collection. 


The  Pythagorean  theorem  illustrates  an  ancient  belief  that  shape? 
sounds,  ideas-everything-could  be  expressed  with  numbers. 
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Mr Arahir  explanation  of the  l\thauorean  theorem.  \25XA.l).  fCoitrlesYof'tfn  liritish  l.ihmm 
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NorthernTelecom's  digital  business  communications 
systems  prove  that  Pythagoras  was  right. 


Pythagoras  was  the  first  to  discover  that,  in  a  right-angle  triangle,  the  square 
of  the  hypotenuse  is  equal  to  the  sum  of  the  squares  of  the  other  two  sides. 
It's  less  well  known  that  a  whole  school  of  philosophy  grew  up  around 
his  work.  The  Pythagoreans  believed  that  everything  from  musical  tones  to 
philosophical  ideas  could  be  expressed  numerically. 

Our  SL*  family  of  business  communications  systems  proved  that  Pythagoras  was 
right.  Voice,  data  and  facsimiles  of  documents  or  photographs  are  all  transmitted  with 
a  digital  code.  Literally  everything  becomes  numbers.  . 


For  businesses,  this  means  substantial  savings. 
Frequently  only  one  system  is  needed  to  handle  both 
voice  and  data  communications.  Digital  transmission  is  fast, 
accurate,  and  economical.  Northern  Telecom  is  an  international 
leader  in  digital  telecommunications  technology.  We're  helping 
companies  control  costs  and  manage  information  more  effectively. 
In  an  increasingly  competitive  marketplace,  our  contribution  is  vital. 
S<  imetimes  the  numbers  are  everything.  ;  . 


northern 
telecom 


For  further  information  write: 
Northern  Telecom  hie..  Public  Relations- IJepl.. 
259  Cumberland  Head,  Nashville.  TN  :i722S. 
Or  call  (615)  256-5900.  fixt.42fi4:  ■  '  ' 
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The  efficient  way 
to  total 
fitness. 


Unlike  ordinary  stationary  bicycles, 
Schwinn's  Air-Dyne  has  unique  moving 
hand  levers  to  exercise  your  upper 
body  as  pedal  operation  exercises 
your  legs,  thighs  and  hips.  Precision 
instrumentation  lets  you  measure 
aerobic  exercise  for  cardiovascular 
fitness.  Maintain  total  fitness  in  just 
20  minutes  every  other  day. 

Backed  by  Schwinn's  famous 
"No-Time-Limit"  warranty,  the 
Air-Dyne  is  assembled  and  ready 
to  ride  at  your  Schwinn  full- 
service  dealer. 


FOR  THE  PARTICIPATING  SCHWINN  DEALER  NEAREST  YOU, 

CALL  TOLL-FREE:  1-800-228-2220. 

In  Nebraska   1-800-642-8788 

SCHWINN9 
Air-Dyne 

The  ultimate  fitness  machine. 

Excelsior  Fitness  Equipment  Co.,  615  Landwehr  R<±,  Northbrook,  IL  60062  A  Schwinn  Company 


HOW  TO  MOVE  YOUR 

COMPAHY  TO  WASHINGTON 

WITHOUT  MAKING  A 

FEDERAL  CASE  OUlflF  IT. 

Whether  your  company  deals  directly 
with  the  federal  government  or  not,  there 
are  enormous  benefits  to  locating  near 
Washington. 

Mai!  us  this  coupon,  and  we'll  tell 
you  what  they  are  and  how  you  can 
take  advantage  of  them  by  moving 
to  Fairfax  County,  Virginia. 

Name 

Title 


Company_ 
Address 


.  Phone 


City. 


.State. 


_Zip_ 


Inquire  in  confidence  to:  April  L.  Young,  Executive  Director,  Fairfax  County  Economic  Development  Authority, 
8330  Old  Courthouse  Road,  Suite  800,  Tysons  Comer,  Vienna,  Virginia,  22180.  Phone  (703)  7900600. 


FAIRFAX  COUNTY.  VIRGINIA 


FO-07 


"political  clout"  to  get  the  shelter  ap- 
proved by  Massachusetts  regulators. 

Winthrop  met  this  anonymous 
criticism  with  a  ten-page  written  re- 
buttal and  offered  to  refund  anyone's 
money.  In  the  end,  the  strategy 
worked  and  only  a  handful  of  inves- 
tors opted  out  of  the  deal. 

Most  of  the  allegations  were  clearly 
wrong  or  greatly  exaggerated,  but  the 
author  wasn't  completely  off  base. 
Though  not  excessive  when  com- 
pared with  other  deals,  the  fees  and 
commissions  Winthrop  should  col- 
lect are  still  sizable,  some  $70  million 
in  all.  And  there's  always  the  possibil- 
ity of  a  successful  refinancing  or  prof- 
itable sale  of  the  properties  in  1997.  If 
the  appreciation  is  substantial 
enough,  Winthrop's  partners  could 
wind  up  with  anywhere  from  $25  mil- 
lion to  $237  million,  a  fact  acknowl- 
edged in  their  letter. 

How  sound  is  the  Winthrop  tax 


Most  of  the  letter's  allega- 
tions were  clearly  wrong  on 
greatly  exaggerated.  But 
the  author  wasn't 
completely  off  base. 
Winthrop's  fees  and 
commissions  are  sizable, 
some  $70  million  in  all. 
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shelter?  Will  it  all  stand  up  under  IRS 
scrutiny?  The  matter  of  the  tax  opin- 
ion is  complex.  Because  GE  gets  such1 
a  big  chunk  of  potential  appreciation,! 
some  critics  question  whether  part- 
ners should  enjoy  the  full  writeoff.! 
This  much  seems  certain:  The  IRS 
will  look  at  the  1626  New  York  deal 
solely  on  the  basis  of  its  size.  That 
poses  risks  for  investors. 

In  the  end  it  will  take  forbearance 
from  the  taxmen,  some  real  estate 
inflation  and  a  great  deal  of  patience 
to  get  the  limited  partners  out  with  a 
good  return.  Sure,  there  have  been  far. 
dicier  deals  sold  than  this  one,  which 
has,  at  the  very  least,  prime  properties 
behind  it.  But  what  makes  this  trans- 
action conspicuous  (beyond  sheer 
size)  is  the  fact  that  it  stands  to  be  a 
true  bonanza  for  Winthrop's  princi- 
pals and  its  salespeople. 

Flush  with  success  and  bolstered  by 
a  terrific  earnings  record,  Winthrop 
may  go  public  next  year.  That  would 
enable  its  owners  to  cash  out  with  a 
good  deal  of  money  and  still  leave 
enough  in  the  treasury  for  some  major 
diversification:  Buying  an  insurance 
company  or  a  thrift  institution  might 
make  sense.  After  all,  who  knows 
how  long  the  tax  shelter  business  will 
remain  so  profitable?  ■ 
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THE  COPIER  WITH 
THE  CALCULATING  MIND. 

Canon's  NP-350F  is  so  clever  it  gives  you 
30  copies  a  minute,  choice  of  copy  colors,  programmable  zoom, 

and  full  system  flexibility. 


The  NP-350F  has  a  creative 
mind,  too.  With  Canon's  exclusive 
Color  Developer  System, 
you  can  make  copies  in  black, 
brown  or  blue.  Or  combine  all 
three  and  let  your  imagination  be 
your  guide. 


The  NP-350F  gives  you 
zoom  capability  so  you  can  pick 
any  ratio  from  64%  reduction  to 
121%  enlargement.  In  fact,  it's  so 
smart  it  even  helps  you  find  the 
precise  zoom  ratio  you  need. 
Just  punch  in  the  dimensions  of 
your  original  and  the  image  size 
you  want.  The  copier  picks  the 
right  ratio.  Automatically. 


At  30  letter- size  copies  a 
minute,  the  NP-350F  thinks  fast. 
Just  right  for  getting  even  the 
biggest  copying  jobs  done  in  a 
hurry.  You  get  fast  first  copies 
too— just  6.6  seconds. 
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The  NP-350F 
not  only  gives  you  2  preset 
reductions  and  1  enlargement, 
it  can  also  be  programmed  to 
remember  2  other  zoom  settings. 
The  memory  stores  them.  And 
you  can  change  them  as  easily  as 
you  change  your  mind. 


^^^    AE  means 

automatic  exposure, 
with  automatic  exposure 
NP-350F  can  scan  each 
ginal  and  lighten  or  darken 
the  exposure  for  optimum 
copy  quality.  No  more 
guesswork.  This  copier  does 
the  thinking  for  you. 


^^^^   ^  Now  it's  easier 

^^  ^^  than  ever  to  copy  books 


and  magazines.  TheNP-350F 
can  take  two  facing  pages  and 
deliver  a  separate  copy  of  each 
page.  Automatically  Cuts 
copying  time  in  half,  too. 
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Blue  chip  customers  like  these  don't  stay  with  you  for  forty  years 

unless  you  treat  them  fairly. 


Forty  years  is  a  long  time  to  keep  the  most  demanding  cus- 
omers  satisfied.  Its  proof  of  the  importance  The  Travelers  places  on 
maintaining  long-term  relationships.  (More  than  half  a  million  of 
xir  customers  have  been  with  us  more  than  25  years.) 

For  a  track  record  like  that,  you  need  to  know  how  to  deal 
airly.  And  that's  not  as  easy  as  it  was  in  simpler  times  when  fairness 
was  mostly  a  matter  of  knowing  your  business  inside  out,  and  stay- 
ng  honest  and  evenhanded. 

In  todays  complex  business  environment,  a  company  also 
las  to  stay  on  its  toes  to  give  customers  the  fair  treatment  they 
xpect  and  deserve.  That  means  constantly  adjusting  to  changing 
ircumstances  and  attitudes.  Anticipating  a  myriad  of  legal  and 
'egulatory  developments.  Understanding  and  identifying  new 
echnologies  and  cost-saving  opportunities  that  affect  relationships 
Aith  customers.  Keeping  an  open  mind  to  different  ways  of  think- 
ng  and  doing  things. 

That's  our  measure  of  what  it  takes  to  be  fair.  We  think  that 
iny  company  that  isn't  up  to  it  can't  stay  fair.  And  any  company  that 
:an't  stay  fair  can't  last  long. 

TheTraveler^T 

Fairness  is  good  business. 
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Saul  Steinberg,  Britain  sprint  union  and  a 
German  machine-gun  nest  all  came  out 
the  worse  after  tangling  with  Robert  Max- 
well Next  target:  his  great  Fleet  Street  rival, 
Rupert  Murdoch. 

The  bouncing 
Czech 


By  Rosemary  Brady 


It's  5  p.m.  and  Robert  Maxwell  is  in 
a  rush.  The  Chinese  ambassador  is 
coming  to  his  office  for  dinner  and 
Maxwell  has  two  more  meetings  and 
a  newspaper  to  edit  before  he  arrives. 


"Let's  make  sure  we  don't  bring  the 
ambassador  in  through  the  arsehole  of 
the  building,"  he  barks  into  a  tele- 
phone. A  waiter  pops  in  with  coffee  in 
Maxwell's  cup,  which  is  decorated 
with  the  words  "To  A  Very  Important 
Person"  on  the  inside  rim.  A  bespecta- 


cled man  rushes  in  with  an  editorial 
about  a  Young  Conservative,  the 
group's  spokesman  on  law  and  order, 
arrested  for  smashing  a  mock  Trident 
missile  set  up  by  peace  protesters. 
"Did  this  really  happen?  Do  we  have 
any  pictures?"  Maxwell  guffaws  as  he 
approves  the  editorial  that  will  appear 
in  tomorrow's  Daily  Mirror. 

The  Mirror  is  Britain's  second  most 
popular  tabloid,  complete  with  pic- 
tures of  undressed  models,  and  the 
single  Labor  Party  voice  among  Fleet 
Street's  raucous  tabloids.  Maxwell  is 
the  Mirror's  new  publisher  and  one  of 
Britain's  most  controversial  tycoons. 
His  fortune  is  estimated  at  $200 
million  by  the  London  Sunday  Times, 
which  is  owned  by  his  great  and 
richer  rival,  Rupert  Murdoch,  whose 
page  3  girls  are  even  more  undressed 
than  Maxwell's.  Unlike  Murdoch, 
who  is  a  right-winger,  Maxwell  was 
once  a  Labor  Party  member  of  parlia- 
ment and  remains  a  socialist.  At  a 
recent  Labor  Party  conference,  at 
which  funds  are  always  raised,  he 
personally  matched  the  week's  col- 
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Robert  Maxwell,  press  lord,  business  tycoon  and  maybe  the  fourth-richest  man  in  Britain 

His  goals:  build  a  global  communications  empire,  save  Britain  and.  gut  Rupert  Murdoch. 
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the  music  business? 
AT&T!  How?  With  our 
ople.  \ 

People  who  can  show 
:ord  companies  how  to 
e  our  AT&T  Long  Dis- 
lce  Network  to  fill  orders 
>m  their  distributors  all 
sr  the  country. 

Electronically. 

And  for  their  distributors 
place  those  orders  the  same 
y.  So,  in  the  store,  a  hot  record 
lever  out  of  stock  and  the 
isic  never  stops. 

The  people  of  AT&T  Com- 
mications  are  thinking  about 
ur  business  in  ways  you  never 
Dught  of. 

We  can  help  improve  the  accu 
:y  of  the  orders  you  place  or  fill. 

And  the  time  it  takes  to  place  or  fill  them. 

We  can  help  you  get  instant  access  to 
rentory  information  so  you're  almost  never 
erstocked  or  understocked. 

The  fact  is  that  our  people  can  help  you  in 
ur  business,  no  matter  what  kind  or  size  of 
siness  you're  in. 

ccount  teams  assigned  to  larger  businesses. 
L  Or  Account  Reps  who  can  help  smaller 
sinesses  over  the  telephone. 

Or  Operators  to  help  set  up  a  teleconference 
Jace  collect  calls. 


*hey  can  help  you  tailor 
a  full  range  of  long 
distance  services  based  on  your  com- 
pany's needs,  including: 

AT&T  Long  Distance  Service  for  low-volume 
data  transfer  of  purchase  orders. 

AT&T  800  Service  for  a  toll-free  data  link 
with  customer  terminals. 

The  ACCUNET*  family  of  innovative  digital 
services  such  as  DATAPHONE*  Digital  Service 
and  ACCUNET*  Packet  Service  to  address  your 
more  sophisticated  distribution  system 
requirements. 

lb  find  out  more  about  how  we're  thinking 
about  your  business  in  ways  you  never  thought 
of,  call  your  Account  Executive  at 
AT&T  Communications. 
Or  1 800  222-0400. 


*A  Service  Mark  of  AT&T  Company 
(01984  AT&T  Communications 


AT&T 
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lection  of  $55,000. 

But  Maxwell  also  made  his  fortune 
the  old-fashioned  way;  he  started 
with  nothing  and  earned  it.  He 
founded  and  owns  the  $500  million 
(sales)  Pergamon  Press,  a  publishing 
company.  He  controls  the  British 
Printing  &  Communication  Corp., 
Europe's  largest  printing  company; 
16%  of  fleet  Holdings,  which  pub- 
lishes another  London  tabloid;  part 
of  a  cable-TV  company;  and  the  Ox- 
ford United  soccer  team.  His  new 
toy,  the  $360  million  (sales)  Mirror 
Group,  publishes  three  Sunday  pa- 
pers, a  sports  journal  and  a  Scottish 
daily,  as  well  as  the  Daily  Mirror. 
Maxwell's  goals:  build  a  global  com- 
munications corporation,  save  Brit- 
ain and  gut  Murdoch,  but  not  neces- 
sarily in  that  order. 

"In  ten  years'  time,  there  will  be 
only  ten  global  corporations  of  com- 
munications," says  Maxwell,  sipping 
from  his  "Very  Important  Person" 
cup.  "If,  God  willing,  I  maintain  my 
vigor  and  health,  I  would  expect  to  be 
one  of  them." 

He  gives  himself  two  years  to  beat 
Rupert  Murdoch's  Sun,  Fleet  Street's 
most  popular  tabloid  with  a  circula- 
tion of  4.1    million,   about  600,000 


more  than  Maxwell's  Mirror.  Maxwell 
puts  more  news  in  his  tabloid,  has  cut 
its  price  to  match  the  Sun's,  launched 
a  new  £1  million  lottery  game  and 
begun  writing  punchy  editorials  un- 
der a  well-known  pseudonym, 
Charles  Wilberforce,  about  the  prob- 
lems of  unemployment  and  crime  in 
Britain. 

"I  want  to  halt  the  retreat  of  Britain, 
which  has  been  going  backwards  for 
so  long  the  natives  have  forgotten  it's 
going  backwards,"  he  says. 

Sixteen  years  ago  Maxwell  tried  for 
the  first  time  to  buy  a  Fleet  Street 
newspaper,  the  then  family-owned 
News  of  the  World,  but  the  owners, 
looking  for  a  white  knight,  sold  out 
for  less  to  a  relatively  unknown  Aus- 
tralian publisher,  Rupert  Murdoch. 

"Never  has  a  man  caught  a  bigger 
whale  with  a  smaller  hook,"  recalls 
Maxwell  with  a  grimace.  Murdoch 
went  on  to  beat  Maxwell  in  bids  for 
the  Sun  in  1 969  and  for  the  Times  and 
Sunday  Times  in  198 1 .  But  in  July  Max- 
well, who  is  61,  finally  found  a  paper 
and  took  chase  after  his  53-year-old 
rival.  Profits  for  the  Mirror  Group,  he 
predicts,  will  more  than  treble  from 
last  year's  $8.5  million  within  the 
next  two  years,  and  combined  sales  of 
all  his  companies  will  grow  fivefold, 
to  $5  billion,  within  a  decade.  (Sales  of 
Murdoch's  News  Corp.  globally  are 


now  about  $2.1  billion.) 

"Mr.  Murdoch  would  be  an  obvious 
player  [among  the  world's  top  com- 
munications groups]  but  he's  not  go- 
ing to  make  it,"  Maxwell  says  scorn- 
fully. "He's  a  gambler.  He  speculated 
on  the  U.S.  dollar  going  down  and  lost 
60  million  bucks  on  that.  He  doesn't 
understand  the  nature  of  the  informa- 
tion society  that  is  coming.  It  has  a 
huge  technological  and  scientific 
base,  so  if  you  want  to  be  a  player  in 
this  field  you'd  better  look  for  compa- 
nies where  that  environment  is  at 
home.  I  have  invested  in  information 
technology  for  20  years." 

Maxwell,  clearly,  doesn't  suffer 
from  excessive  modesty  or  self-doubt. 
He  was  born  fan  Ludwig  Hoch  in 
Czechoslovakia,  the  son  of  unem- 
ployed farm  laborers,  and  had  only 
three  years  of  school.  Maxwell  es- 
caped from  his  Nazi-occupied  home- 
land, fought  in  the  underground,  then 
made  his  way  to  Britain,  lied  about  his 
age  to  get  into  the  army  (where  he 
picked  up  his  new  name),  fought  in 
Normandy  and  won  a  battlefield  com- 
mission. Field  Marshal  Montgomery 
himself  pinned  the  Military  Cross  on 
Maxwell's  chest  for  storming  a  Ger- 
man machine-gun  nest. 

Maxwell  worked  for  the  British  For- 
eign Office  in  Berlin  after  the  war  and 
then  went  into  business  exporting  sci- 
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entific  materials  to  Britain  and  the 
U.S.  In  1951  he  paid  £13,000  for  a 
foundering  British  publishing  com- 
pany he  renamed  Pergamon  Press. 
The  idea  was  to  sell  highly  technical 
journals  written  by  scientists  and  aca- 
demics to  libraries  and  research  insti- 
tutes for  high  subscription  fees.  It 
worked.  The  company  grew  so  fast 
that  in  1964  Maxwell  took  it  public 
with  a  market  value  of  £3.5  million. 

He  became  a  glamorous  figure 
around  the  scientific  world  and 
learned  to  speak  nine  languages  flu- 
ently. At  home,  he  won  a  seat  in  the 
House  of  Commons  and  quickly  es- 
tablished a  reputation  for  challenging 
the  Conservative  opposition. 

But  then  came  the  knocks.  He 
bought  another  publishing  company, 
which  went  bust.  He  lost  the  newspa- 
pers to  Murdoch.  He  lost  his  parlia- 
mentary seat  in  an  election.  To  top  it 
off,  he  attracted  American  wheeler- 
dealer  Saul  Steinberg,  then  only  29, 
who  wanted  to  merge  his  Leasco 
Corp.  (now  Reliance  Group)  with 
Maxwell's  Pergamon  Press  in  1969. 

Maxwell  recalls:  "It  looked  like  a 
brilliant  concept.  They  had  huge 
quantities  of  surplus  computers  and  I 
had  huge  quantities  of  scientific  and 
technical  data  in  my  magazines.  I 
wanted  to  load  this  data  on  his  com- 
puters to  get  my  information  technol- 


ogy to  the  customer." 

Leasco  bought  38%  of  Pergamon, 
then  accused  Maxwell  of  overstating 
the  company's  earnings.  Steinberg 
even  succeeded  in  ousting  Maxwell 
from  the  Pergamon  board.  Britain's 
Department  of  Trade,  after  a  long  in- 
vestigation, called  Maxwell  a  man 
"who  cannot  be  relied  on  to  exercise 
proper    stewardship    of    a    publicly 


Why  is  such  a  man  a  social- 
ist? Maxwell  explains:  "I  am 
an  efficient  manager.  Just 
because  I  happen  to  be  a  so- 
cialist, does  it  mean  I  can- 
not be  an  efficient  manager? 
My  parents  were  landless 
peasants.  Just  because  I 
made  a  few  bucks  does  not 
make  me  deny  my  origins  or 
forget  them." 


quoted  company." 

But  by  clinging  to  his  chairmanship 
of  Pergamon's  American  subsidiary 
and  keeping  up  his  contacts  with  au- 
thors and  research  institutes,  Max- 
well fought  his  way  back  onto  the 
Pergamon  main  board.  Maxwell  brags 
that  in  1974  he  bought  back  the  whole 
thing  for  one-fourteenth  the  price 
Leasco  originally  paid. 


Maxwell  has  been  up  and  down  so 
often  that  he's  won  the  nickname 
"the  bouncing  Czech,"  but  right  now 
he  is  definitely  up.  In  the  last  eight 
years  the  now-private  Pergamon's 
sales  have  grown  from  £12  million  to 
£345  million,  including  the  printing 
company  acquisition.  It  publishes  350 
scientific  journals,  plus  encyclopedias 
and  books,  and  has  moved  into  selling 
electronic  patent  search  services  and 
other  commercial  databases  to  corpo- 
rate clients.  He  bought  control  of  Brit- 
ish Printing  when  it  was  near  bank- 
ruptcy. It  made  a  profit  of  £22  million 
last  year,  and  the  company  is  pushing 
into  the  U.S.  market  to  supply  fast, 
sophisticated  color  printing  for  mail- 
order catalogs  and  magazines. 

He  also  laid  off  so  many  workers  to 
cut  costs  that  Britain's  tough  print 
unions  are  trying  to  get  him  expelled 
from  the  Labor  Party. 

If  there  is  a  contradiction  it's  that  a 
tough,  self-made  man,  maybe  the 
fourth  richest  in  Britain,  considers 
himself  a  socialist.  "I  am  an  efficient 
manager.  Just  because  I  happen  to  be  a 
socialist,  does  it  mean  I  cannot  be  an 
efficient  manager?  My  parents  were 
landless,  unemployed  peasants.  Just 
because  I  have  made  a  few  bucks,  to 
quote  an  American  expression,  does 
not  make  me  deny  my  origins  or  for- 
get them."  ■ 


)US  AS  IMMORTALITY  WAS  PURE  GOLD. 

Since  time  immemorial,  man  has  had  an  endur- 
ing obsession  with  pure  gold.  In  the  14th  century  B.C., 
the  ancient  Egyptians  used  the  purest  gold  known  to 
man  to  immortalize  their  boy-king,  Tutankhamen. 
They  knew  that  pure  gold  would  stand  the  test  of  time. 
Today,  3000  years  later,  the  purest  gold  known 
to  man  is  used  to  mint  Canada's  Maple  Leaf,  the  only 
gold  coin  in  the  world  which  is  four  nines  fine. 

And  to  traders  and  investors  the  world  over, 
the  Maple  Leafs  9999  purity  translates  into  a  sound 
investment  that  offers  the  ultimate  in  liquidity. 

Consider  the  pure  facts:  Not  all  countries  allow  more  commonly  known  coins 
to  be  traded  freely.  Over  95%  of  all  the  gold  traded  around  the  world  is  995  or  purer. 
The  majority  of  central  banks  demand  a  purity  of  995  or  better.  The  Maple  Leaf 
guarantees  a  minimum  of  1  oz.  of  pure  gold.  (That  means  you  actually  get  more  than 
one  ounce  of  pure  gold  in  each  coin).  Unlike  one  of  its  better  known  competitors, 
The  Maple  Leaf  is  not  diluted  with  any  base  metals. 

When  you  weigh  all  the  facts,  it's  really  no  mystery  that  more  and  more 
investors  the  world  over  are  turning  over  a  new  leaf.  For  more  information  about 
The  Gold  Maple  Leaf,  call  800-331-1750  for  the  Maple  Leaf  dealer  nearest  you. 
In  Nebraska  call  800-343-4300.  Ask  for  Operator  #999. 

THERE  IS  NO  SUBSTITUTE  FOR  PURITY 

Canada    *  ssr-— sssr* 


For  many  of  the  nations  utilities,  nuclear 
energy  has  meant  rising  electric  rates.  At 
Dominion  Resources'  Vepco,  prices  are  go- 
ing the  other  way. 

In  praise  of 
nuclear  power 


By  Carol  E.  Curtis 


ENTION  NUCLEAR  ENERGY  tO 

a  utility  executive  these  days 
and,  as  likely  as  not,  his 
mood  will  turn  somber.  Not  William 
Berry,  who  runs  Virginia  Electric  & 
Power  Co.  Berry,  52,  likes  nothing 
better  than  to  talk  about  what  a  life- 
saver  nuclear  power  has  been  for  his 
company. 

Lifesaver  ?  Richmond-based  Vepco  is 
one  of  the  few  utilities  in  the  nation 
that  actually  reduced  its  rates  this  year, 
and  the  cause  is  primarily  its  reliance 
on  nuclear  energy.  "Nuclear  has  been 
extremely  cost-effective  for  us,"  says 
Berry,  an  electrical  engineer  who  spent 
27  years  with  Vepco  before  being 
named  chief  executive  officer  last  year. 

The  big  difference  between  Vepco 
and  many  nuclear  utilities  is  that 
Vepco  got  into  the  nuclear  business 
early.  As  a  result,  facilities  went  into 
operation  before  the  industry's  prob- 
lems took  a  serious  turn.  All  of  Vep- 
co's  nuclear  plants  were  completed  by 
1980,  and  their  cost  was  relatively 
modest.  Its  four  nuclear  reactors, 
which  supply  40%  of  the  utility's 
power  needs,  were  completed  for  an 
average  of  just  over  $500  a  kilowatt, 
against  $5,000  a  kilowatt  for  nuclear 
plants  coming  on  line  today. 

The  units  are  amazingly  cheap  to 
operate.  They  generate  power  for  a 
half-cent  per  kilowatt  hour,  vs.  about 
2  cents  for  coal  and  5  Vi  cents  for  oil. 
As  a  result,  Vepco  cut  its  annual  fuel 
bill  from  over  $1  billion  in  1980  to 
$725  million  last  year.  It  passed  the 
savings  on  to  customers  in  fuel  bills 
that  are,  on  average,  2%  less  than  they 
were  a  year  ago. 

But,  as  Berry  is  quick  to  point  out, 
nuclear  wasn't  always  such  a  plus  for 
Vepco.  The  utility — owned  by  Do- 
minion Resources,  Inc.,  a  newly  cre- 
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ated  holding  company — originally 
had  eight  nuclear  plants  on  the  draw- 
ing board  and  was  forced  to  cancel 
half  of  them  when  the  cost  of  comple- 
tion became  too  high.  "When  we  saw 
the  cost  would  run  into  the  billions," 
Berry  says,  "we  faced  up  to  the  prob- 
lem and  bit  the  bullet."  Over  the  past 
six  years  Vepco  has  taken  $744  mil- 


modest  rate  requests.  Dominion  Re- 
sources, which  has  revenues  of  $2.6 
billion,  earned  $3.62  per  share  for  the 
year  ended  Aug.  31.  Its  stock  recently 
traded  at  26%,  a  52-week  high. 

But  Berry  has  learned  his  lesson 
with  nuclear  construction.  So  his 
strategy  now  is  to  increase  Vepco's 
reliance  on  coal.  The  utility  is  in  the 
middle  of  the  largest  oil-to-coal  con- 
version ■  program  in  the  U.S.  and  by 
next  year  will  rely  on  coal  for  45%  of 
its  fuel  needs.  When  the  conversion  is 
complete,  in  April  1987,  Vepco  will  be 
left  with  just  two  oil  units  supplying 
3%  of  total  power. 

Acid  rain,  that  looming  headache 
for  coal-burning  utilities,  isn't  a  major 
worry,  Berry  claims.  Vepco's  coal  is  of 
the  low-sulfur  variety,  meaning  that 
under  even  the  most  restrictive  of  the 
bills  in  Congress,  Vepco  would  need 
to  install  scrubbers  on  only  1  of  its  1 1 
coal-fired  units. 

Last  year  demand  grew  by  5%  in 
Vepco's  service  area,  far  exceeding  the 
national  average,  but  in  the  long  run 
Berry  doesn't  think  national  demand 
will  bounce  back.  Why?  Customers 
have  learned  to  live  with  less  power, 
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William  Berry  of  Vepco 

No  construction  is  the  best  building  program. 


lion  in  writeoffs  as  a  result  of  the  four 
canceled  plants. 

With  that  painful  experience  be- 
hind it,  Vepco  is  looking  better  and 
better  financially.  At  a  time  when 
many  nuclear-based  utilities  are  hav- 
ing their  ratings  downgraded,  the  rat- 
ing on  Vepco's  long-term  bonds  was 
upgraded  to  AT  by  Moody's  because 
of  improved  internal  cash  flow  and 


he  explains.  Through  the  rest  of  this 
decade,  Vepco  is  projecting  annual  de- 
mand growth  of  2%  to  3%  in  its  ser- 
vice area,  less  than  half  of  the  rate 
that  prevailed  through  the  1970s. 

That  suits  Berry  fine.  "New  con- 
struction weakens  a  company's  fi- 
nances," he  says.  "Today,  no  con- 
struction is  probably  the  best  building 
program  a  utility  can  have." 
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Go  To  More  Places  Than  All 
:  Major  Airlines  Combined. 

trak  can  take  you  to  over  475  different 
es.  That's  about  390  more  than  Delta 
ines.  416  more  than  TWA.  And  337  more 
i  United  and  American, 
fact,  Amtrak  can  take  you  to  more  places 
i  all  the  major  airlines  in  the  U.S.  put 
sther.  To  big 
es,  like  Los 
eles,  and 
:ago.  And  not 
tig  cities,  like 
tings,  NE  and 
tic,  CT. 
short, 
:rak  goes 
re  you  want  to 
\nd  we  take 
there  in  style, 
iring  the  last 
years,  our 
re  fleet  has 
i  rebuilt, 
rak  trains  are 
more  com- 
ible.  For 
nple,  our 
:h  seats  are 

;r  than  the  seats  most  airlines  use. 
ir  on-time  record  has  also  improved  dra 
cally.  Since  1979,  it  has  gone  up  over 
».  And  with  our  computerized  reserva- 
system,  getting  a  train  ticket  is  easier 
faster  than  ever  before. 
» whether  you're  planning  on  traveling 
miles  or  1,000  miles,  consider  this, 
be  your  next  flight  should  be  on  a  train, 
r  more  information  or  reservations  call 
travel  agent  or  Amtrak  at  800- 
-RAIL. 
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IBM  just  added 
a  lot  of  nice  touches  to  PCjr 


You'll  like  PCjr's  new  touches. 
Sixty-two  of  them  are  at  your 
'ingertips  on  the  new 
ypewriter-style  keyboard. 

There's  also  a  new  option  to 
nVe  user  memory  a  dramatic 

DOOSt. 

And  new  business  and 
personal  programs  to  add  to 


Right  now.  PCjr  can  run  the  powerful 
Lotus  1-2-3™  on  diskette  (with  Lotus 
1-2-3  PCjr  Installation  Kit  and 
additional  memory).  The  new  cartridge 
version,  requiring  no  additional 
memory,  will  be  available  this  fall. 


Expansion  Attachment, 
it  can  run  well  over  a 
thousand  more. 

PCjr  also  runs 
sophisticated  cartridge 
programs.  The  three 
newest  examples  being 
Lotus  1-2-3,"  the  fascinating 
PCjr  Color  Paint  and 


omputer 

for  your  money. 

Kjr  compares  with  other 

'S  at  its  price 

Software 

nory(RAM) 

Runs  over  1.000 

(expand- 

programs  written 

512K8) 

for  the  IBM  PC 

nt  Memory 

Runs  both  diskette  and 

64KB 

cartridge  programs 

Display 

Drive 

40-  and  80-column 

ded, 

Resolution: 

density 

4-color 

360KB 

640h  x  200v 

16-color: 

38 

320h  x  200v 

Expandability 

Open  architecture 

:r-style 

Optional  128KB 

1;  cordless 

Memory  Expansion 

Attachment(s) 

13  ports  for  add-ons. 

ited 

including  built-in 

ty 

serial  interface 

PCjr's  fast-growing       Managing  Your  Money™  by  financial 
library  of  up-to-date     expert  Andrew  Tobias. 


software. 

And  perhaps  the 
nicest  touch  of  all— 
a  price  of  less  than 
81,000  *  without 
monitor. 

That  includes 
128KB  of  user 
memory,  standard— 
twice  the  memory 
of  its  most  popular 
competitor.  An  advanced  16-bit 
Drocessor.  And  a  built-in,  double-sided 
iiskette  drive  that  can  store  over  twice 
is  much  information  as  most  single- 
rided  drives. 

With  all  these  features,  PCjr  can  run 
wer  a  thousand  of  the  best 
orograms  written  for  the 
BM  PC.  And  with  the  new 
28KB  PCjr  Memory 


See  all  the  new  touches  first-hand  at 
an  authorized  IBM  PCjr  dealer  or  IBM 
Product  Center. 

For  the  name 
of  the  store 
nearest  you,  call 
1-800-IBM-PCJR. 
In  Alaska  and 
Hawaii,  call 
1-800-447-0890. 


The  computer  that's  growing 
by  leaps  and  bounds. 


The  new  PCjr  Memory 
Expansion  Attachment  can 
give  memory  a  quick  lift  to 
256KB.  Or.  with  a  Power 
Expansion  Attachment,  all 
le  way  to  a  hefty  512KB. 


IBM  Product  Center  price,  monitor  not  included. 
Managing  Your  Money  is  a  trademark  of  MECA. 
1-2-3  and  Lotus  are  trademarks  of  Lotus 
Development  Corporation. 


The  Up  &  Comers 


Venture  capitalists  are  in  retreat  these  days.   The  new-issues 
market  is  dormant.  Whats  a  poor  entrepreneur  to  do? 


Reaching  for  the 
corporate  lifeline 


By  Gary  Slntsker 


Back  in  1976,  Ed  Rodriguez  quit 
his  job  at  Unitrode  and  set  out 
to  make  his  fortune.  Three 
years  later  he  raised  $400,000  in  ven- 
ture capital  and  launched  a  company 
called  Theta-J.  It  makes  power  sup- 


plies for  small  computers  and  has  an- 
nual revenues  of  $3.5  million. 

But  Rodriguez  is  a  long  way  from 
Easy  Street.  While  his  Massachusetts- 
based  company  should  be  profitable 
soon,  he  will  need  money  to  expand. 
Unfortunately,  Theta-J's  record  lacks 
the  luster  needed  to  go  public  in  to- 


day's market.  And  venture  capitalists 
have  tightened  their  purse  strings. 

Like  a  growing  number  of  his  coun- 
terparts, Rodriguez  swallowed  his 
pride  and  artfully  persuaded  a  large 
corporation  to  buy  a  piece  of  his  com- 
pany. TRW  will  help  finance  Theta-J's 
research  and  development,  guarantee 
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a  line  of  credit  and  license  its  technol- 
ogy. The  two  companies  have  even 
talked  merger. 

With  the  doors  to  traditional  fund- 
ing open  only  a  crack,  founders  of 
little  companies  are  now  beating  a 
steady  path  to  large  corporations. 
They  aren't  always  after  cash  but  of- 
ten the  kind  of  cozy  new  "strategic" 
relationship  that  Theta-J  established 
with  TRW.  Or  the  kind  General  Mo- 
tors has  recently  forged  with  five  ma- 
chine intelligence  firms. 

Is  venture  capital  dead?  Not  neces- 
sarily. "I'll  let  you  in  on  a  well-kept 
secret,"  confides  Stanley  Pratt,  presi- 
dent of  Venture  Economics.  "Histori- 
cally, more  venture  capital  exits  have 
been  through  acquisitions  than  public 
offerings."  In  short,  except  during 
brief  periods  when  the  new-issue  mar- 
ket has  sizzled,  most  new  companies 
get  acquired  fairly  early  in  their  life. 

Much  more  than  capital  changes 
hands  in  these  big-company/little- 
company  alliances.  Entrepreneurs  of- 
ten tighten  bonds  with  a  major  cus- 
tomer or  distributor,  get  credibility  to 
do  additional  borrowing  or  help  with 


research.  Corporations  can  wangle  a 
license — often  exclusive — to  new 
technology,  favored-customer  status 
and,  of  course,  a  chance  to  window- 
shop  an  acquisition  candidate. 

Although  such  deals  may  dilute  the 
entrepreneur's  control,  they  can  solve 
one  of  his  chronic  problems — money. 
Rodriguez,  for  example,  sold  5%  of 
Theta-J  to  TRW,  which  along  with  an 
R&D  contract,  provided  a  badly  need- 
ed cash  infusion  of  $5  million.  But  if 
sales  keep  growing,  Rodriguez  will 
eventually  need  a  $20  million  auto- 
mated plant.  Raising  that  kind  of 
money  from  a  rich  and  happy  partner 
like  TRW  might  be  easier  than  trying 
to  sell  stock  in  a  listless  market. 
TRW,  which  now  licenses  Theta-J 
products,  has  every  interest  in  seeing 
sales  grow. 

Theta-J's  ploy  was  to  lure  a  poten- 
tial competitor,  a  risky  strategy.  Most 
small  companies  prefer  approaching 
potential  customers  as  corporate  sug- 
ar daddies.  Consider  the  case  of  Ray- 
mond Kurzweil,  who  has  used  corpo- 
rate cash  to  start  three  companies. 
Two   aggressive   giants — Xerox    and 


Wang — are  joint  investors  in  Kurz- 
weil Applied  Intelligence.  The  young 
Massachusetts  company  hopes  to 
make  a  voice-activated  word  proces- 
sor. Both  Xerox  and  Wang  have  non- 
exclusive marketing  agreements  for 
the  machine,  scheduled  for  shipment 
next  summer.  Says  Kurzweil:  "It's  a 
technology  that  means  a  lot  to  both  of 
them." 

Not  everyone,  of  course,  can  negoti- 
ate from  such  strength.  When  Ste- 
phen Schopbach  went  looking  for 
cash  in  the  summer  of  1983,  his  bar- 
gaining power  was  minimal.  Cadtec, 
his  northern  California  company, 
started  life  in  1981  to  create  a  com- 
plex database  for  computer-aided  en- 
gineering workstations.  But  the  firm 
vastly  underestimated  the  scope  and 
cost  of  the  project. 

Schopbach  discovered  that  Tek- 
tronix, the  big  test  equipment  manu- 
facturer, was  looking  for  a  database 
like  Cadtec's  to  sell  with  its  own 
hardware.  He  brought  Tektronix  into 
a  $3.7  million  funding  in  return  for  a 
minority  share  of  the  company  and 
some  exclusive  rights  to  the  database. 


Chas  B  Slackman 


Rrl985, 

Mercedes-Benz 

introduces  something 

more  important 

than  a  new  model. 


THE  MERCEDES-BENZ  sedan 
speeds  straight  toward  a  patch  of 
test  track  slicked  down  with  a 
diabolical  mixture  of  soapsuds 
and  water. 

A  splash  as  the  tires  meet  wet 
pavement-and  then  the  driver 
slams  on  the  brakes. 

But  what  seems  bound  to 
happen  in  the  next  heart-stop- 
ping instant,  doesn't  happen. 
Violent  braking  action  on  that 
treacherous  surface  sets  off  no 
violent  counterreaction. 

Tliat  Mercedes-Benz  sedan 
simply  snubs  down  to  a  quick, 
straight-line  stop.  Soapsuds  and 
water  and  all. 

THE  MERCEDES-BENZ 

ANTI-LOCK  BRAKING  SYSTEM 

COMES  TO  AMERICA 

That  Mercedes-Benz  sedan  has 
just  demonstrated  the  most  emo- 
tionally reassuring  advance  in 
passenger  car  brakii  lg  control 
since  die  disc  brake. 
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It  is  the  Mercedes-Benz  Anti- 
lock  Braking  System,  or  ABS.  Aid 
having  pioneered  both  its  early 
development  and  its  subsequent 
use  in  production  automobiles, 
Mercedes-Benz  now  proudly  in- 
troduces this  significant  engineer- 
ing feature  to  America.  It  is  being 
fitted  as  standard  equipment  to 
every  1985  Mercedes-Benz 
500  SEC  Coupe,  500  SEL  Sedan, 
380  SL  Coupe/Roadster,  380  SE 
Sedan  and  300  SD  Turbodiesel 
Sedan,  and  as  an  extra-cost 
option  to  the  190 E  2.3  and  190 D 
2.2  Sedans. 

Functioning  in  concert  with 
die  cars  four-wheel  disc  brakes, 
the  Mercedes-Benz  Aiti-lock 
Braking  System  is  meant  to  first 
sense  the  impending  lockup  of 
one  or  more  of  the  cars  wheels 
in  a  sudden  braking  emergency 
-then  to  act,  with  lightning 
speed,  to  avert  it. 

The  benefits  are  clear.  By  mini- 
mizing the  risk  of  die  cars  wheels 


locking  up  in  hard  braking,  the'  » 
system  can  also  minimize  the  ^ 
potential  consequences:  die  suo  ti 
den  loss  of  tire  adhesion  that 
could  turn  a  steerable  vehicle  '  rli 
into  a  sliding  object  no  longer  si 
under  the  drivers  full  control.  » 
More  reassuring  still,  die  syv  ten 
tern  is  designed  for  braking 
emergencies  on  slippery-wet  i  & 
roads  as  on  dry  roads-indeed,  !  k 
to  maintain  optimum  braking  I  est 
performance  almost  regardless*'  ffi 
of  road  surface  conditions. 

SENSING  TROUBLE  BEFOF 
IT  BECOMES  TROUBLE 

The  decision-making  "brain"  of 
the  Mercedes-Benz  Anti-lock 
Braking  System  is  an  on-board 
computer.  Electronic  sensors, 
placed  at  both  front  wheels  and 
die  drive  pinion  of  die  rear  axk 
are  die  systems  vital  nerve  enck 

In  a  moving  car  under  nor-r 
mal  driving  conditions,  diose 
sensors  are  constandy  signaling 
die  rotational  speed  of  die  whet 
to  die  computer.  Registering  a 
millisecond-by-millisecond  elec 
tronic  bulletin  on  the  precise 
state  of  adhesion  between  the  j 
cars  tires  and  the  road  surface.? 

Then  comes  diat  sudden 
emergency  The  driver  reacts  tc 
clanger  ahead  by  reflexively  hit; 
ting  the  brake  pedal  hard;  hard 
enough,  in  a  conventional  br; 
ing  system,  to  risk  locking  up  oi 
or  more  of  die  cars  wheels 

But  diose  electronic  sensor 


MMM 


te  braking  action  as  often  as  10  separate  times.  Prei  enting  wheel  lockup-and  keeping  the  car  precisely  steerable  throughout. 


:  already  detected  die  onset  of 
el  slip  and  alerted  the  com- 
:r  And  the  computer  starts 
ilating  fluid  pressure  in  the 
:e  lines.  Modulating  and 
dicing  brake  pressure,  via 
noid  valves  in  the  brake  lines, 
[ten  as  ten  times  per  second, 
ntering  lockup  of  all  four 
els  or  any  individual  wheel, 
^nd  thereby  allowing  the  car 
e  swiftly  and  smoothly  de- 
rated. Allowing  the  car  to  be 


precisely  steered  and  maneu- 
vered as  it  decelerates.  Helping 
the  driver  to  avoid  a  collision,  or 
simply  to  stay  on  the  road. 

6,000,000,000  MILES 

Mercedes-Benz  began  develop- 
ment work  on  the  principle  of 
the  anti-lock  braking  system  as  far 
back  as  1959,  first  fitted  a  working 
system  to  a  production  auto- 
mobile in  1978,  and  has  since 
seen  250,000  of  its  cars  roll  up 


over  six  billion  miles  of  experi- 
ence with  the  system  worldwide. 

Once  again  following  where 
Mercedes-Benz  has  shown  the 
way,  some  domestic  and  foreign 
makers  will  shortly  introduce 
similar  anti-lock  braking  systems 
to  America.  They  can  emulate  the 
idea.  They  cannot  emulate  this 
depth  of  experience. 

More  than  50  percent  of  the 
logic  circuitry  programmed  into 
that  on-board  computer  is  safety 
circuitry:  the  entire  system  is 
designed  to  be  electronically  self- 
checking,  constantly  monitoring 
itself  and  primed  to  shut  down 
instantly  should  a  malfunction 
ever  be  indicated.  The  cars  sepa- 
rate four-wheel  disc  brake  system 
would,  of  course,  remain  fully 
operational. 

In  terms  of  enhancing  control 
of  the  car  in  a  braking  emergency, 
the  Mercedes-Benz  Anti-lock 
Braking  System  may  be  the  best 
ally  a  driver  has  ever  had.  In 
terms  of  automotive  leadership, 
this  major  advance  underscores 
the  truth  of  the  motto  below:  for 
1985,  as  for  the  past  99  years,  the 
automobiles  of  Mercedes-Benz 
are  indeed  engineered  like  no 
other  cars  in  the  world. 


Engineered  like  no  other 
car  in  the  world 


The  Up  &  Comers 


Now,  Cadtec's  objective  is  focused. 
Says  Richard  Kramlich,  a  venture  cap- 
ital investor  in  Cadtec,  "The  goal  is  to 
give  Tektronix  a  product." 

If  a  corporation  will  put  up  money 
to  get  a  look  at  technology,  it  will  also 
kick  in  if  it  can  lock  up  a  source  of 
supply  for  a  strategic  product.  When 
Wang  Labs  bought  15%  of  San  Jose- 
based  VLSI  Technology  in  January  for 
$34  million,  VLSI  agreed  to  reserve 
some  of  its  custom  and  semicustom 
chipmaking  capacity. 

Some  canny  chief  executives  who 
don't  need  cash  for  existing  business- 
es are  getting  big  corporate  partners  to 
underwrite  their  expansion  plans. 
Sam  Eletr  runs  Applied  Biosystems, 
which  makes  instruments  and  chemi- 
cals for  biochemical  and  genetic  re- 
search and  earned  $3.8  million  last 
year  on  sales  of  $18.5  million.  He  re- 
cently cut  a  deal  with  Becton  Dickin- 
son and  Co.  The  agreement  provides 
funding  for  some  off-the-books  R&D 
that  could  put  Applied  Biosystems  in 
new  markets. 

Becton  Dickinson  put  up  $16.9  mil- 
lion for  10%  of  his  company,  options 
to  buy  another  10%  and  a  seat  on  the 
board.  Eletr,  however,  kept  all  rights 
to  the  products  Applied  Biosystems 
will  develop.  His  corporate  benefac- 
tor, presumably,  will  get  first  crack  at 
rights  to  a  new  technology  it  is  inter- 
ested in. 

To  find  a  corporate  partner  that  will 
accept  limitations  like  this,  an  entre- 
preneur must   shop   hard   and  have 
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Genetic  Systems'  Glavin  in  the  lab 
Watching  Syntex  get  the  glory. 

something  that  lots  of  folks  want. 
John  Henry,  for  example,  talked  to 
over  a  dozen  big  companies  before  he 
picked  Merck  &  Co.  to  invest  in  his 
Maryland-based  Crop  Genetics  Inter- 
national. "Everyone  else,"  he  says, 
"wanted  the  whole  shooting  match — 
rights  to  the  development  of  the 
whole  technology." 

Merck  handed  Henry  $1  million  for 
7.5%  of  CGI.  Five  months  later  both 
companies  began  a  joint  research  proj- 
ect involving  one  aspect  of  CGI's 
technology.  They  will  share  in  the 
profits.  "We  turned  down  some  more 
lucrative  offers  because  they  were  just 


Scbopbach  outside  bis  San  Jose  offices 
On  track.,  thanks  to  a  customer. 

elegant  ways  to  go  on  someone  else'sl 
payroll,"  Henry  explains.  "We're  notin 
involved  in  this  business  to  become  a 
research  boutique  or  a  royalty  collec 
tion  agency." 

Like  most  corporate  founders,  Hen 
ry  realizes  that  the  way  to  get  real! 
rich  is  to  sell  products,  not  technolo 
gy.  Sure,  entrepreneurs  would  prefer 
to  control  everything  themselves.  Butij 
when  money  is  tight,  and  when  build-j 
ing  a  sales  organization  is  costly,  trad 
ing  a  part  of  the  business  for  a  littl 
outside  help  often  makes  sense. 

David  Goldenberg  thinks  like  that. 
Johnson  &  Johnson's  Technicare  sub- 

Paul  I  MM ->  Mattnum 


Rodriguez  of  Theta-J  in  testing  room  Founder  Eletr  of  Applied  Biosystems  with  DNA  s\<ntbesizers 

Cuddling  up  to  a  giant  competitor.       Funding  off-the-books  R&D  through  a  cushy  deal  with  Becton  Dickinson. 
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lie  crossroads  of  deregulated  trucking. 
Don't  get  lost.  Get  direction. 


Deregulation  can  be  a  direct 
e  to  improved  efficiency. 
/\mich  way  is  best  for  you: 
ate  carrier,  owner/operator, 
leasing,  single  source  leas- 
common  carriage  or 
ract  carriers?  Ryder  can 
>  you  find  your  way.  We're 
world's  leading  over-the- 
i  transportation  authority. 
It's  time  to  take  a  whole  new 
at  ways  of  operating  trucks, 
ibly  even  not  owning  them 
.1.  There  are  many  ways  to 
it  from  the  flexibility,  control 
efficiency  of  a  Ryder  full- 
ice  lease. 

Trucks  that  return  empty  de- 
nothing  but  expense.  With  a 
ervice  lease,  those  trucks 


could  help  bring  in  reduced 
fleet  operating  costs:  "Toto"  car- 
riage lets  you  haul  other  compa- 
nies' goods  for  pay.  And  Ryder 
can  speed  you  through  applica- 
tion, authorization,  finding 
freight.  Trip  leasing's  another 
route.  And  we  can  help  you 
lease  your  trucks  and  drivers  to 
regulated  carriers  to  haul  their 
freight  under  their  authority. 

More  opportunities:  We'll 
lease  you  both  trucks  and  driv- 
ers from  a  single  source.  Or 
there's  contract  carriage.  Ryder 
supplies  trucks,  drivers  and  fleet 
management.  You  concentrate 
on  your  main  business. 

Your  company  is  at  a  cross- 
road. Ryder  can  help  you 


choose  the  most  profitable  direc- 
tion. No  obligation.  Just  mail  this 
coupon.  Or  phone  your  Ryder 
district  office  now. 

Ryder,  help  me  through  the  maze  of 
deregulated  trucking. 


COMPANY  NAME 


TYPE  OF  BUSINESS 


1? 


Don  Estes.  President 

Vehicle  Leasing  &  Services  Division 

Ryder  System,  Inc. 

P.O.  Box  020816.  Miami,  Florida 

33102-0816 


IT'S  RYDER. 
OR  IT'S  WRONG. 
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Eight  invaluable 

financial  services  neatly  interlocked 

into  one  central  asset  account 

You'll  never  puzzle  over  finances  again. 


Introducing  the  UST  Master  Account 
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The  new  UST  Master  Account  will 
revolutionize,  in  the  most  positive 
manner,  the  way  you  conduct  your 
personal  finances. 

Upon  careful  study  of  the  many  asset 
management  accounts  currently  offered, 
we  are  now  satisfied  that  none  provides 
greater  professional  personal  service  than 
U.S.  Trusts  new  Master  Account. 

Nor  was  any  so  specifically  designed  to  be 
of  special  benefit  to  the  substantial  investor. 

A  few  of  the  features.  You  can  trade 
through  us  at  our  institutional  rates  and 
with  your  own  brokers  as  well.  Your  secu- 
rities are  kept  safely  in  one  place;  detailed 
records  of  transactions  and  values  are 
maintained  and  sent  to  you  monthly.  Also, 
with  a  Master  Account  you  can  borrow 
automatically  for  any  purpose  (based  on 
the  securities  in  your  account). 

For  a  comprehensively  detailed  booklet, 
contact  R.  Keating  Hagmann,  Vice  Presi- 
dent, at  United  States  Trust  Company  of 
New  York,  45  Wall  Street,  New  York,  NY 
10005.  Phone  (212)  806-4042. 


US/Irust 

When  you  do  something  very  well 

you  simply  cannot  do  it  for  everyone. 


The  Up  &  Comers 
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sidiary  agreed  to  buy  9.9%  of  his  In 
munomedics  Inc.  for  $1.5  millioi 
and  he  gladly  tossed  in  an  option  f( 
an  exclusive  sales  agreement.  "Tt 
decision  was  whether  I'd  rather  sin 
or  swim  on  my  own  abilities  or  g 
with  a  company  that  has  a  prove 
marketing  capability." 

It  was  probably  a  wise  choice  fc 
Goldenberg.  Entrepreneurs  are  ofte 
far  better  at  taking  technological  risk 
than  corporations.  But  big  corpon 
tions  are  usually  better  at  taking  ma: 
keting  risks  than  entrepreneurs.  Thl 
trick  is  to  structure  a  deal  so  that  th 
little  guys  can  share  in  the  success  c 
their  product  in  some  way  other  tha 
merely  cashing  fixed  royalty  check; 

Talk  to  Jim  Glavin  about  royalt 
checks.  In  1981  his  Genetic  System 
Corp.  was  working  on  a  series  of  ant: 


Entrepreneurs  are  better 
at  talcing  technology  risks 
than  big  corporations.  But 
corporations  are  better  at 
marketing  risks.  The  trick, 
is  to  structure  the  deal  so 
the  little  guys  can  share  it 
the  profits. 


bodies  to  diagnose  sexually  transmili 
ted  diseases  like  herpes.  The  business 
reeked  of  technical  talent  but  lacken 
capital  and  credibility.  So  Glavin 
signed  a  deal  with  Syntex  Corp.  givin,r 
his  company  about  $5.5  million. 

Syntex  got  exclusive  worldwide 
marketing  rights,  and  Genetic  Sysr 
terns  will  start  getting  royalty  checks 
soon.  But  they  won't  do  much  tit 
spruce  up  its  income  statement; 
"With  only  a  5%  royalty,  Syntex  wil 
have  to  show  a  lot  of  sales  for  this  ti 
be  meaningful  for  us,"  says  Glavin. 

He  hopes,  meanwhile,  that  his  dea' 
will  pay  off  through  a  joint  cance* 
research  venture  called  Oncogen.  Gla; 
vin  is  philosophical  about  having  giver 
away  so  much:  "I  don't  know  hov 
many  of  these  arrangements  we'll  haw 
to  make  btf ore  we  can  afford  to  marke  > 
our  own  pharmaceuticals.  Sure,  yoio 
want  to  be  in  all  aspects  of  the  business 
but  there's  no  free  lunch." 

Some  smart  entrepreneurs  sa] 
these  corporate  deals  are  keepinj 
them  alive  until  the  next  new-issues 
bonanza.  But  others  are  resigned  tc 
giving  up  at  least  part  of  their  inde 
pendence.  Either  way,  of  course,  tht 
economy  gets  the  infusion  of  new 
ideas  and  enthusiasm  it  badh 
needs.  ■ 
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If  you're  not  sure  which  kind  of 
life  insurance  is  best  for  you... 

Read  this  booklet  before  you 
talk  to  any  agent...even  ours. 


It's  true.  Life  insurance  now 
offers  more  benefits  at  less 
cost  than  ever  before. 

To  take  full  advantage  of 
this,  however,  a  consumer 
must  be  more  knowledgeable 
than  ever  about  the  increas- 
ing variety  of  policies  offered. 
While  traditional  Term  and 
Whole  Life  policies  are  still 
the  wisest  buy  for  some, 
there  are  new  kinds  of  policies 
. . .  such  as  Adjustable, 
Universal  and  Variable  Life . . . 
that  offer  greater  flexibility 
and  unique  features  for  many 
individual  and  business  needs. 

The  important  thing  is  to 
be  able  to  distinguish 
which  type  of  policy  best  fits 
your  particular  circumstances. 
To  help  you,  The  Bankers 


Life  of  Des  Moines  is  distribut- 
ing to  consumers  over  twelve 
million  copies  of  a  new  guide 
to  buying  life  insurance.  This 
impartial,  free  booklet  tells 
you  the  differences  between 


Term,  Whole  Life,  Variable 
Life  and  the  new  flexible- 
type  policies  and  explains  the 
advantages  of  each  so  you 
can  evaluate  them  in  terms  of 
your  own  particular  needs. 

A  little  time  spent  with 
this  booklet  could  save 
you  a  lot  of  money  over  your 
lifetime  by  making  you  better 
able  to  discuss  your  needs 
with  a  life  insurance  agent— 
ours  or  any  other  company's. 

To  get  your  free  copy,  mail 
the  coupon  below.  If,  after 
reading  it,  you  wish  to  talk 
with  an  agent  of  The  Bankers 
Life,  you'll  find  us  in  the 
Yellow  Pages.  You  see,  we 
figure  the  more  you  know, 
the  better  we  can  serve  you. 


FB-114 

The  Bankers  Life, 
Consumer  Services 

Des  Moines,  Iowa  50307 

Please  mail  me  your  free  guide 

to  buying  life  insurance. 


STATE. 


ZIP_ 


THE  BANKERS  LIFE  r> 

BANKERS  LIFE  COMPANY    DES  MOINES,  IOWA  50307       ^^ 
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"Control  an  observatory  in  Havwj 
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GTE,  One  Stamford  Forum,  Stamford,  Conrv.  06904 
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ough  a  computer  in  Scotland?  GEET 


(No,  GTE!) 


High  atop  Hawaii's  Mauna  Kea  lies  one 
of  the  world's  premier  spots  for  astronomi- 
cal observation. 

And  at  the  Royal  Observatory  in  Edin- 
burgh, Scotland,  lies  one  of  the  world's 
premier  centers  for  astronomical  study. 

The  problem  is,  they're  7,500  miles  apart. 

The  solution:  a  GTE  Telenet  computer 
link  that  enables  the  scientists  in  Scotland 
to  control  the  telescope  in  Hawaii  (through 
GTE's  Hawaiian  Telephone  Company)  and 
retrieve  the  data  in  seconds. 


This  results  in  several  advantages  to 
Edinburgh's  Royal  Observatory.  For  one 
thing,  there  are  substantial  savings  in  travel 
costs  and  time.  Also,  nighttime  operations 
in  Hawaii  can  be  conducted  during  normal 
working  hours  in  Scotland.  And  computer 
remote  control  allows  the  telescope  to  be 
used  during  unexpected,  unusual  weather 
conditions  that  are  particularly  suited  to 
certain  types  of  observations. 

A  lot  of  companies  promise  the  moon 
and  the  stars.  We  deliver. 


1  ■■■>'•.'.■■■/•■;•■ 


The  Up  &  Comers 


Here  is  the  aristocracy  of  small  growth  companies.  Getting  on  the 
list  is  tough,  but  staying  there  is  tougher  still. 


What  it  takes 
to  stay  on  top 


Robed  Grossman 


By  Steve  Kichen 


T|  HE  GLORY  OF  BEING  A  FORBES  Up 
&  Comer  is  often  ephemeral. 
Only  166  of  the  277  firms  on  last 
year's  list  still  make  the  grade  in 
1984.  Not  surprisingly,  small  energy 
companies  were  particularly  hard  hit. 

-High  technology  provided  most  of 
the  replacements.  There  are  31  elec- 
tronics firms  on  this  year's  list.  That 
is  10%  of  the  total,  and  it  makes  these 
companies  the  largest  industry  group. 
Among  the  newcomers  are  several 
firms  that  benefit  from  increased 
military  spending,  such  as  Astrosys- 
tems  and  Kevlin  Microwave. 

Computer    and    computer-relate 
businesses  are  well  represented,  too, 
There  are  27  of  these  firms  on  this 
year's  list.  The  casualties,  however, 
were  relatively  plentiful  in  another 
once-favored    industry    group.    Only 
two  fast-food  restaurant  chains  madeu 
the  roster  this  year,  compared  with! 
five  last  year. 

To  earn  a  spot  on  the  1984  Up  &% 
Comer  300,  a  company  needed  to> 
have  a  five-year  average  return  on  eq-  j 
uity  of  at  least  14.3%  and  return  oni 
equity  for  the  latest  12  months  of  ati 
least  10%.-  Sales  must  be  between  $1 
million  and  $250  million,  and  the* 
debt  cannot  exceed  100%  of  equity. 

The  average  Up  &.  Comer  does  con- 
siderably better:  It  has  a  five-year  av- 
erage ROE  of  28.7%,  a  12-month  ROE 
of  19.6%  and  long-term  debt  that 
amounts  to  less  than  20%  of  equity. 
Note  that  in  calculating  equity  per 
share,  we  exclude  all  balance  sheet 
intangibles — things  like  goodwill  and 
patents. 

With  these  criteria,  staying  on  this 
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st  becomes  an  uphill  battle.  Even  a 
try  small  company  like  our  top- 
inked  GTS  can  show  spectacular 
;rcentage  increases  if  it  starts  life 
ith  a  tiny  equity  base  and  negligible 
des  and  earnings  (see  box).  But  for  a 
LOO  million-a-year  corporation  to 
laintain  50%  earnings  growth,  it 
lust  either  expand  margins  or  boost 
inual  revenues  by  $50  million.  That 
no  mean  feat. 

But  what  about  the  dropoffs?  Trou- 
le  in  the  oil  patch  aside,  several  1983 
;terans — among  them  American 
ledical  Sevices,  Conair,  Dixon  Ti- 
mderoga  and  Photronics — failed  to 
take  the  cut  this  year  because  of  ris- 
ig  debt-to-equity  ratios. 
Other  unfortunate  companies  com- 
litted  an  even  more  deadly  sin.  They 
ist  money  during  the  past  12 
lonths.  Beefsteak  Charlie's,  Compu- 
>ne  Systems,  National  Environmen- 
i  Controls,  Possis,  Wells  Gardner 
lectronics  and  Williams  Electronics 
e  all  absent  from  the  ranks  this  year 
;cause  they  couldn't  turn  in  steady 
rofits. 

A  few  corporations  simply  outgrew 
te  Up  &  Comer  category.  Godfa- 
ter's  Pizza  merged  with  Chart  House 
>  form  Diversifoods,  which  has  an- 
ual  revenues  well  above  our  cutoff, 
ther  companies  like  First  Virginia 
inks,  Hechinger,  Intergraph.  Jackson 
ational  Life,  Stride  Rite  and  Tandon 
)t  too  big  on  their  own.  Acquisitions 
iminated  another  raft  of  firms, 
nong    them    Cellu- Craft,    Charles 


River  Breeding  Laboratories,  Felmont 
Oil  and  Michigan  Sugar. 

Some  of  the  buyers  may  have 
picked  up  real  bargains,  because  Wall 
Street  was  unusually  tough  on  small 
growth  companies  during  the  past  12 
months.  While  the  Wilshire  index 
dropped  5.4%,  the  1983  roster  of  Up  & 
Comers  was  off  nearly  15%. 

No  surprise  here.  Growth  stocks 
frequently  excel  in  a  rising  market. 
But,  as  investors  often  realize  painful- 
ly, these  same  companies  can  be  deci- 
mated when  the  broad  averages  de- 
cline. Hardest  hit  among  last  year's 
Up  &.  Comers  were  Sensormatic  Elec- 
tronics and  CutCo  Industries,  both  of 
which  posted  declines  of  77%.  Other 
big  losers  were  TIE/Communications, 
Tandon  and  Verbatim. 

Fortunately  there  were  a  few  bright 
spots  among  last  year's  list.  Mylan 
Laboratories  is  the  top  performer, 
with  a  232%  year-to-year  increase  in 
price.  Two  other  stocks,  meanwhile, 
rose  more  than  100%:  Continuum 
and  Hasbro  Bradley.  Other  companies 
that  posted  gains  of  at  least  50%  in- 
clude Chesapeake  Utilities,  Redken 
Labs,  Shop  &  Go  and  Telecom  Plus 
International. 

Where  is  the  best  place  to  find  an 
Up  &  Comer?  There  are  companies 
from  36  states  and  the  District  of  Co- 
lumbia on  this  year's  roster.  Califor- 
nia, which  has  the  headquarters  of  46 
companies,  leads  the  pack.  New  York 
is  a  close  second,  with  a  total  of  44 
firms — almost  half  of  them  based  on 


Long  Island.  Strong  showings  were 
also  made  by  Massachusetts  (19),  Tex- 
as (16),  Pennsylvania  and  New  Jersey 
(14  each),  Ohio  (13)  and  Minnesota 
and  Florida  (12  each). 

Foreign  firms  with  shares  actively 
traded  in  the  U.S.  can  be  Up  &.  Comers, 
too.  This  puts  seven  firms  from  four 
countries  on  our  list.  Among  them: 
several  Canadian  companies;  Scitex, 
based  in  Israel;  and  Velcro,  based  in  the 
Netherlands  Antilles. 

The  typical  Up  &  Comer  has  a  mar- 
ket value  of  $129  million.  But  the 
range  here  is  unusually  wide.  Capital- 
ization of  the  1 1  top  firms  is  over  $500 
million.  Contrast  this  with  the  low 
value  of  the  1 1  bottom  firms,  which  is 
below  $10  million.  The  priciest  Up  &. 
Comer  is  Community  Psychiatric 
Centers,  with  a  market  value  of  $801 
million.  The  cheapest  is  Oxford  Ex- 
ploration, worth  $2.6  million. 

With  the  market  decline,  price/ 
earnings  ratios  are  slightly  more  mod- 
est. Last  year  our  average  company 
had  a  P/E  of  14.6;  this  year  the  figure 
is  13.8.  At  the  high  end  of  the  spec- 
trum, the  difference  is  more  striking. 
The  most  expensive  50  stocks  last 
year  had  P/Es  of  about  40;  now  that 
multiple  is  down  to  25. 

The  net  result  of  all  this  is  that 
nearly  one-third  of  the  Up  &  Comers 
now  carry  multiples  of  10  or  less. 
That  seems  pretty  cheap  for  cream-of- 
the-crop  growth  companies,  provided 
they  can  maintain  their  outstanding 
performance.  ■ 


Watch  for  the  story  behind  the  number 


If  you're  like  most  people,  you  start  reading  our  Up 
&Comer  list  at  the  top.  After  all,  companies  with 
the  highest  five-year  returns  on  equity  ought  to  be 
making  the  most  money  for  their  owners. 

Unfortunately,  however,  the  firms  with  unusually 
impressive  numbers  occasionally  benefit  from  statis- 
tical quirks.  Consider  GTS  Corp.,  which  collects  and 
processes  seismic  data  for  oil  drillers  and  has  headed 
our  list  for  the  past  three  years.  Although  GTS  has  had 
a  solid  38.1%  ROE  for  the  latest  12  months,  that 
figure  pales  beside  its  five-year  average  of  over  100%. 

How  can  any  company  be  that  profitable?  GTS  got  a 
tremendous  boost  in  fiscal  1981,  when  an  expanded 
marketing  program  led  to  per-share  earnings  of  $1.05 
on  an  equity  base  of  3  cents  The  result  was  a  3,500% 
return  on  equity. 

Obviously,  that's  a  ridiculous  number.  It  is  also  big 
enough  to  distort  average  return  on  equity  for  years  to 
come.  To  keep  one  foot  in  reality,  we  include  all 
results  of  our  five-year  calculations.  But  we  print  no 
five-year  average  return  on  equity  greater  than  100%. 


And  when  it  comes  to  sales  and  earnings  growth,  we 
label  anything  over  1,000%  "not  meaningful." 

Profitability  numbers  can  be  the  most  misleading. 
Among  the  factors  that  can  skew  a  firm's  return  on 
equity  are  size  and  even  age.  New  firms  often  have  a 
minimal  amount  of  equity.  So  any  earnings  at  all  may 
produce  fat,  and  unsustainable,  rates  of  return. 

The  nature  of  a  firm's  operations  affects  this  figure, 
too.  "When  a  business  isn't  capital-intensive,  you 
don't  need  a  lot  of  equity,"  adds  Norman  Weinger  of 
Oppenheimer  &  Co.  "In  service  industries,  for  exam- 
ple, a  company  needs  people,  not  capital."  The  result: 
relatively  higher  returns  on  equity. 

Don't  forget,  too,  that  impressive  percentage  gains 
come  much  more  easily  from  a  small  base.  A  50% 
revenue  gain  is  much  easier  when  last  year's  sales 
were  $1  million  than  when  they  were  $150  million. 

Numbers  can  enlighten,  but  they  can  also  confuse. 
Whenever  there  is  an  unbelievably  high  or  unbeliev- 
ably low  figure  in  any  table,  do  the  only  sensible  thing. 
Ask  how  it  got  that  way.— Leslie  Pittel 
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The  Up  &  Comer  300 


There  are  thousands  of  com- 
panies with  sales  of  between 
$1  million  and  $250  million. 
But  these  300  —  ranked  accord- 
ing to  long-term  profitability — have 
returns  on  equity  of  at  least  14.3% 
over  the  past  five  years  and  10%  during 
the  latest  12  months.  Five-year  earnings  growth 
is  at  least  10%.  On  page  156  there  is  an  alpha- 
betized directory  of  these  firms. 
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Company  /business 

Return  on  equity 
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5-year          12 
average     months 
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Latest  12  months  < 
EPS           P/E 

%  change 
t         1984 

GTS 

oilfield  sties 

713.7% 

38.1% 

234% 

48% 

$   12.4 

$     1.9 

$2.33 

13% 

9 

-4% 

$0.89 

10.1 

•   Lee  Enterprises 

neivspa/ters 

109.3 

62.5 

112 

12 

168.2 

22.8 

2.86 

52 

257/s 

8 

1.79 

14.5    j 

Pioneer  Group 

finance 

101.8 

38.6 

489 

30 

23.5 

6.6 

3.05 

0 

15% 

-1 

1.18 

13.3  : 

•    Carrols  Corp 
fast  food 

95.8 

20.9 

82 

33 

121.7 

4.6 

3.15 

74 

9% 

-7 

0.66 

14.2    1 

Alpha  Microsystems 

computer  equipment 

64.1 

16.4 

NM 

30 

52.0 

4.4 

8.98 

0 

8'/8 

-45 

1.48 

5.5 

•   Computer  Associates  Intl 

software 

63.3 

10.8 

NM 

76 

84.7 

9.4 

8.63 

6 

16'/2 

-31 

0.94 

17.6 

•   LD  Brinkman 

retail  bldg  mtrls,  restaurants 

63.3 

29.3 

151 

24 

219.1 

7.6 

5.21 

56 

9% 

-12 

1.53 

Ti 
6,         f 

Amfesco  Industries 

footwear 

59.2 

24.0 

391 

79 

74.5 

9.4 

8.94 

19 

ny8 

-36 

2.15 

5.3 

•   Dreyfus  Corp 

financial  siks 

58.9 

32.8 

535 

43 

127.1 

34.0 

10.20 

79 

35% 

50 

3.35 

io.6  ■  re 

Nature's  Sunshine  Prods 

food  processing 

56.7 

22.6 

810 

48 

29.9 

1.5 

5.03 

23 

8'/2 

-33 

1.14 

7.5 

1  'to 

WD-40 

lubricants 

56.5 

37.5 

144 

12 

50.2 

8.0 

3.33 

0 

21!/2 

14 

1.25 

17.2      «°P 

Georgia  Bonded  Fibers 

fibers 

56.3 

31.4 

67 

48 

30.4 

1.7 

4.20 

18 

6 

9 

1.32 

4.5 

Sage  Energy 

oil  and  gas  explor,  drilling 

54.0 

13.8 

NM 

28 

75.4 

12.4 

7.22 

33 

lO'/s 

-32 

1.00 

10.1 

Dreyer's  Grand  Ice  Cream 

food  processing 

53.3 

19.2 

NM 

43 

76.6 

5.4 

3.99 

7 

12 

-AS 

0.77 

15.6 

Genera!  Physics 

training  sues  for  utilities 

52.2 

19.1 

630 

32 

35.1 

2.7 

4.18 

0 

6% 

-15 

0.80 

8.4 

•  Nantucket  Industries 
apparel 

51.3 

21.1 

226 

18 

32.1 

1.7 

4.17 

80 

85/8 

-13 

0.88 

9.8 

Key  Pharmaceuticals 

ethical  drugs 

51.0 

35.9 

NM 

69 

127.3 

18.8 

1.67 

73 

15 

-14 

0.60 

25.0        ,:' 

National  Education 

vocational  training 

49.1 

22.2 

544 

17 

158.5 

9.1 

4.81 

17 

18'/8 

0 

1.07 

16.9 

•Latest  fiscal  year.     »New  addition  to  1984  Up  &  Comer  list. 

NM:  Not  meaningful.                                                                                                                                       Jn- 
Sources:  Standard  &  Poor's:  William  O'Neil  &  Co.;  The  Unlisted  Market  Guide;  Forbes. 
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HG  CADILLAC  LEGACY  OF  QUALITY 


No.  6  in  a  series. 


tJwrtie***/ 


Cadillac  Fleetwood  with  center  high-mounted  stop  lamp. 


he  quest  for  safer  Cadillacs  never  ends. 


at  quest  has  led,  in  1985,  to  the 
gest  offering  of  safety  features  in 
Jillac  history. 

Etu  center  high-mounted 
op  lamp. 

s  new  feature  gives  following 
yers  additional  warning  of 
aking.  It  is  standard  on  the  1985 
Ville,  Fleetwood  and  Fleetwood 
/enty  Five  Limousine. 

le  "Inner  Shield"  windshield. 

3  "Inner  Shield"  windshield  is 
signed  to  greatly  reduce  the  pos- 
ility  of  facial  cuts  and  lacerations 
!n  occupant  contacts  the  wind- 
eld  in  an  accident.  It  also  helps 
event  glass  splinters  from  enter- 


ing the  passenger  compartment 
due  to  outside  impacts.  The  "inner 
Shield"  windshield  helps  protect  the 
most  important  commodities  of 
all . . .  you  and  your  passengers.  Right 
now,  suppliers  can  produce  enough 
"Inner  Shield"  windshields  to  satisfy 
demand  for  every  Seville  Elegante. 

New  automatic  day-night 
mirror  option  for  added 
convenience. 

Here's  an  inside  rearview  mirror  that 
electronically  detects  glare  from  fol- 
lowing headlights  and  switches  the 
mirror  to  the  non-glare  or  night 
mode.  The  automatic  day-night 
inside  rearview  mirror  is  availaPle 
on  most  1985  Cadillacs. 


jality  is  just  one  reason  luc  say. 
Est  of  all...its  a  Cadillac. 


Another  reason  to  use  your 
Cadillac's  seat  belts:  $10,000. 

Every  new  1985  Cadillac  delivered 
by  a  Cadillac  dealer  in  the  United 
States  comes  with  a  one-year, 
$10,000  seat  belt  insurance  certifi- 
cate from  MIC  General  insurance 
Corporation  at  no  additional  charge. 
See  your  dealer  for  details  and 
buckle  up  every  time  you  drive. 


Write  for  the  free  book: 
"The  Cadillac  Legacy  of  Quality" 
Cadillac  Quality  PO  Drawer  30091 
Dept  FB11055,  Lansing,  Ml  48909 


City 


State 


_Z£_ 


LET'S  GET  IT  TOGETHER    BUCKLE  UP 


The  Up  &  Comer  300 

Company /business 

Return  on  equity 
latest 
5-year          12 
average     months 

5- 

sales 

growth 

rate 

pear 

EPS 

growth 

rate 

Sales*      Profits* 
(millions) 

Book 

value 

per 

snare 

Long- 
term 
debt/ 
equity 



recent 

?rice 

%  change 
1984 

Latest  12  months 
EPS           P/E 

Thompson  Medical 

proprietary  drugs 

48.7% 

34.4% 

425% 

30% 

$149.4 

$16.5 

$6.33 

0% 

18'/2 

5% 

$2.18 

8.5 

Medex 

health  care  supplies 

47.9 

13.6 

818 

27 

12.3 

1.4 

2.78 

16 

8'/2 

-33 

0.38 

22.4 

CyCare  Systems 

hospital  computer  si'cs 

47.0 

13.0 

361 

28 

28.6 

1.9 

8.30 

2 

18'/2 

0 

1.08 

17.1 

. 

Initio 

mailorder  sales 

46.5 

10.7 

209 

20 

18.5 

1.4 

2.24 

2 

3'/2 

-36 

0.24 

14.6     i 

Intelligent  Systems 

computer  equipment 

45.3 

25.9 

NM 

45 

90.1 

9.0 

3.89 

0 

12 

-36 

1.01 

11.9     ! 

: 

1 

Electiospace  Systems 

electronics 

45.2 

30.0 

446 

35 

79.5 

8.0 

2.73 

27 

21% 

16 

0.82 

26.1 

International  Game  Tech 

recreation 

44.4 

18.1 

NM 

32 

60.0 

8.7 

7.39 

4 

165/8 

51 

1.34 

a'\ 

•   TransNet 

computer  equipment 

43.7 

13.8 

247 

11 

14.7 

2.1 

2.82 

0 

3»/4 

8 

0.39 

8.3    j 

* 

California  is  home  to  46  companies  on  The  Up 
&  Comer  300,  more  than  any  other  state. 

Forest  Laboratories 

ethical  drugs 

43.6 

11.1 

254 

11 

19.6 

2.9 

5.03 

5 

14'/i 

-A6 

0.56 

25.9 

Cullinet  Software 

software 

43.2 

23.9 

NM 

42 

120.0 

16.5 

5.05 

0 

40% 

0 

1.21 

33.4 

•   Prime  Motor  Inns 

hotels 

43.1 

17.3 

200 

32 

96.0 

17.3 

6.91 

77 

23% 

12 

1.20 

19.5 

Comprehensive  Care 

health  care  si<cs 

42.8 

14.0 

516 

26 

107.9 

14.1 

9.32 

13 

22>/2 

-1 

1.31 

17.2 

Bolar  Pharmaceutical 

ethical  drugs 

42.1 

21.7 

519 

24 

25.5 

4.9 

5.20 

0 

26% 

15 

1.13 

23.7 

•   Kroy 

graphic  products 

41.6 

21.6 

142 

11 

74.3 

7.7 

5.40 

37 

11% 

-56 

1.17 

10.0 

Pansophic  Systems 

software 

41.3 

14.0 

503 

29 

53.1 

8.3 

7.31 

2 

11 '/2 

-AS 

1.03 

11.2 

•  ASK  Computer  Sys 

computer  si  'cs 

41.0 

16.9 

NM 

65 

65.1 

6.1 

3.13 

2 

16 

-A 

0.53 

30.2 

Dranetz  Technologies 

precision  instruments 

40.5 

25.6 

283 

18 

24.8 

3.6 

3.20 

0 

12 

-22 

0.82 

14.6 

•   St  Jude  Medical 

health  care  equipment 

40.2 

14.4 

NM 

28 

25.6 

4.3 

7.28 

0 

14 

-27 

1.05 

13.3 

•   Zenith  National  Insurance 

insurance 

40.1 

23.4 

84 

14 

119.6 

16.9 

6.15 

93 

12'/4 

-15 

1.44 

8.5 

*  Plenum  Publishing 

publishing 

39.6 

44.2 

10 

24 

33.7 

6.2 

6.90 

1 

22 '/2 

-15 

2.42 

9.3 

Comdata  Network 
financial  sva 

39.2 

16.3 

NM 

36 

63.4 

11.1 

3.80 

1 

13 '/4 

-A3 

0.62 

21.4 

Liz  Claiborne 

apparel 

38.9 

38.5 

NM 

50 

228.7 

22.4 

7.76 

0 

47'/2 

39 

2.99 

15.9 

Auxco 

computer  svcs 

38.5 

23.9 

290 

29 

19.5 

1.5 

1.17 

1 

7Vi 

-57 

0.28 

26.8 

Newport  Corp 

indstl  nnd  lab  optical  equip 

37.9 

14.0 

243 

63 

28.0 

6.8 

5.18 

0 

22 

6 

0.73 

30.1 

•   Pyro  Energy 

coal,  ov.  at 

37.5 

26.5 

75 

56 

98.6 

13.4 

4.11 

91 

9'/2 

16 

1.09 

8.7 

Pic'n'Save 

retail 

37.2 

25.4 

308 

31 

220.8 

36.5 

4.91 

1 

2iv8 

8 

1.25 

17.3 

Mylan  Labors;" 

ethical  drugs 

36.9 

32.9 

124 

47 

36.9 

4.7 

1.70 

12 

24% 

180 

0.56 

44.2 

•Latest  fiscal  year.    «Nrw  addil 

on  to  198J 

tip  &  Comer  list. 

^M:  Not  meaningful 

Sources:  Standard  &  Poor's;  William  O'Neil  &  Co.;  The  Unlisted  Market  Guide;  Forbes. 
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HOW  WE  TAKE 
CARE  OF  THE 
BOTTOM  LINE. 

Why  do  employees  at  73  of  Ag**^ 
largest  companies  carry  the  Blue  Cross 
and  Blue  Shield  card?  Because  we  re 
doing  more  to  hold  down  rising  health 
care  costs  than  any  insurance  company. 

In  one  year,  our  cost-containment 
efforts  saved  our  customers  a  healthy 
5.9  billion  dollars.  And 
we're  working  closely 
with  doctors  and  hospi- 
tals  to  cut  costs  even 

further. 

Blue  Cross  and  Blue 
Shield  Plans  have  broadened 
benefits  to  cover  out-of-hospital 
services.  Other  cost-containment 

CARRY 

THEQKS.~ 


:v 


A^ 


\ 


& 


programs  encourage  same-day  surgery 
and  pre-admission  diagnostic  tests  for 
patients  having  surgery,  often  avoiding 
the  expense  of  added  days  in  the 

h°N^nally,  Blue  Cross  anc I  Blue 
Shield  Plans  return  more  in  benetits 
than  anyoneelse.In  fact,  we  payout 

94<P  of  every  dollar  in  the  form  of 
benefits  to  our  subscribers. 

These  are  just  some  of  the  way s  we 
can  help  take  care  of  your  bottomhne. 
And  some  of  the  reasons  why  we 
cover  more  people  than  our  ten 
"  largest  competitors  combined. 


Blue  Cross. 
Blue  Shield. 


NORFOLK  SOUTHERN'S 


mmimimm 


DISPATCHING.  IT  CAN  "SEE 
EIGHT  HOURS  INTO 
THEFUTURE 


Norfolk  Southern's  people  have  de- 
signed a  computer  system  which  lets 
our  train  dispatchers  see  what's  in 
store  for  rolling  freight  trains  during 
the  next  eight  hours. 

With  this  exclusive  system  already 
operational  on  three  divisions,  our  dis 
patchers  get  vital  train  movement  in- 
formation snstantly.  Graphic  displays 
in  color  pinpoint  the  location  of  every 
train  over  nunoreds  of  miles  of  track. 
And  by  looking  eight  hours  into  the  fu 


ture  dispatchers  can  make  decisions 
that  speed  up  train  movement  and 
minimize  delays. 

More  reliable  operation  resulting 
from  computer-aided  dispatching 
helps  our  customers  keep  inventories 
low.  It  works  so  well  that  Norfolk 
Southern  will  install  nine  more  such 
systems  along  its  lines  this  year  and 
next. 

Computer-aided  dispatching. 
Another  outstanding  example  of 


Thoroughbred  Service. 

For  more  information  on  how  The 
oughbred  Service  works  to  your  ac 
tage,  call  any  one  of  Norfolk  South- 
ern's 82  sales  offices. 


■  World's  largest  coal  transshipment  facility; 

■  Outstanding  safety  record  among  Class  1  railroaM 

■  Consolidated  sales  force,  single-system  service; 

■  Best  damage  claims  ratio  in  the  East. 

THOROUGHBRED  SERVICE. 

ONLY  NORFOLK  SOUTHERN  HAS  IT.    ■ 
NOTHING  ON  WHEELS  CAN  MATCHi 


? 


NORFOLK 
SOUTHERN 


©  1984,  Norfolk  Southern  Corporation,  P.O   Box  5609,  Nonolk,  VA.  23514-3609. 

Norfolk  and  Western  Railway  Company  and  Southern  Railway  Co    wny  are  subsidiaries  of  Norfolk  Southern  Corporation. 
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The  Up  &  Comer  300 

Company  /business 

Return  on  equity 
latest 
5-year          12 
average     months 

5-year Book        Long- 
sales          EPS                                          value         term       Price 

growth      growth      Sales*      Profits*        per          debt/                     %  change 
rate           rate              (millions)             share        equity       recent        1984 

Latest  12  months 
EPS           P/E 

•   Safeguard  Business  Sys 

business  forms 

36.5% 

21.7% 

202%          11%     $168.1        $11.0        $4.55            44%      15 

-16% 

$0.99 

15.2 

Tellabs 

telecomm  equipment 

36.2 

19.4 

891             22             85.1          12.9           5.75               8          I6V2 

-33 

1.12 

14.7 

Community  Psych  Centers 

health  care  svcs 

35.1 

21.0 

404             31           138.2          26.9           5.42             14          267s 

16 

1.14 

23.6 

AFA  Protective  Sys 

protective  alarm  svcs 

34.6 

23.6 

88            39            16.9            1.3         15.38              0         38 '/i 

-8 

3.63 

10.6 

Academy  Insurance  Group 

insurance 

34.3 

18.4 

417             44           111.0          16.1           5.81             19          103/* 

-27 

1.07 

9.7 

II 

SafeCard  Services 

financial  svcs,  direct  mail 

33.6 

15.6 

864            20            43.2           5.5          3.83              0          11% 

-10 

0.60 

19.8 

•  Monolithic  Memories 

electronics 

33.3 

15.1 

349             92           105.4          10.2           7.84              3          175/s 

-37 

1.19 

14.8 

1 

Network  Systems 

computer  equipment 

33.2 

13.1 

NM             71             47.0          10.0           4.25               0          23 

11 

0.56 

41.1   1 

i 

Silicon  General 

electronics 

33.1 

32.3 

230             30             48.0            9.3           2.38              3            8W 

-41 

0.77 

10.7 

i 

Chyron 

computer  graphics 

32.7 

25.2 

390             56             22.0            5.2           2.26              0          13'/. 

44 

0.57 

23.2 

Postal  Instant  Press 

printing 

32.6 

21.4 

121             22             18.2            4.1           4.71               2          15'/8 

12 

1.01 

15.0 

•   Comp-U-Check 

financial  svcs 

32.5 

27.7 

186            83              5.9           0.4           1.08            21           5'A 

-21 

0.30 

17.5 

<rff 

> 

Wall  Street  wasn't  kind  to  The  Up  &  Comer 
300  in  1984.  Since  December,  share  prices 
average  have  dropped  nearly  6%. 

on 

Analogic 

computer  equipment 

32.3 

13.8 

430             24           128.8          15.1           6.99              9          10 

-56 

0.97 

10.3 

Spectradyne 

closed-circuit  TV 

32.2 

10.4 

513              10            32.5            3.8           6.22             18            9% 

-35 

0.65 

15.0 

New  England  Business  Svc 
business  forms 

32.0 

27.8 

233             19          137.4          13.0          5.53            29         30V4 

-11 

1.54 

19.8 

Lynden 

trucking 

31.8 

13.1 

311             25           103.3            4.9         24.82            38          2074 

-10 

3.26 

6.4 

Matrix  Corp 

health  care  equipment 

31.8 

16.8 

NM             31             54.4            5.4           6.64              0          24s/s 

-7 

1.12 

22.0 

i 

•   Franklin  Resources 

investment  advisory  svcs 

31.7 

65.5 

NM             98             23.6            3.1           2.41               4          20'/4 

0 

1.58 

12.8 

Shared  Medical  Systems 

hospital  computer  services 

31.7 

26.7 

361              23           210.8          27.3           4.60               7          26% 

-19 

1.23 

21.6  ] 

*  Security  Life  Ins  of  Georgia 

insurance 

31.3 

43.0 

35              18             25.4            3.7           4.69              0          23'/i 

17 

2.02 

11.6 

Charming  Shoppes 

retail 

31.3 

27.6 

301              18           238.4          17.4           4.85               6          2V/i 

9 

1.34 

16.8 

Dynatech 

precision  instruments 

31.3 

23.0 

604              19           147.0          11.0           5.26            22          18 

-2 

1.21 

14.9     ! 

^ 

American  Income  Life  Ins 
insurance 

31.2 

16.9 

119             13           115.8          20.6           8.92              0            8W 

-23 

1.51 

5.8 

FlightSafcty  IntI 
air  and  marine  training 

31.1 

21.7 

258             19             80.8          22.4           7.49            22          31 

6 

1.63 

19.0 

International  Controls 

electrons 

31.1 

13.1 

41              10           107.1            5.8         12.05            34          16% 

-3 

1.58 

10.7 

Advanced 

training  ma  ■ 

30.9 

20.5 

265             21             38.1            4.4           5.11               4          16% 

-19 

1.05 

15.5 

Frequency  Electronics 

electronics 

30.8 

10.1 

305              16             17.2            3.1          10.63             11          20% 

-18 

1.08 

19.2 

"Latest  fiscal  year.     «New  addition  to  1984 

Up  &  Comer  list.     NM:  Not  meaningful. 

Sources:  Standard  &  Poor's,  William  O'Neil  &  Co.;  The  Unlisted  Market  Guide;  Forbes. 
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A  Business  ]et  Designed 
Around  Business  People. 


The  Up  &  Comer  300 

Company /business 

Return  on  equity 
latest 
5-year          12 
average     months 

Sales*      Profits* 
(millions) 

Book 

value 

per 

share 

Long- 
term 
debt/ 
equity 

Price 

%  change 
recent         1984 

Latest  12  months 
EPS            P/E 

sales 

growth 

rate 

EPS 

growth 

rate 

Pall 

filters 

30.7% 

22.3% 

220% 

15% 

$242.1 

$30.7 

$7.64 

15% 

36V* 

-2% 

$1.71 

21.2 

Whitehall 

precision  instruments 

30.7 

24.2 

120 

58 

64.5 

11.5 

11.36 

1 

22 1/2 

-41 

2.76 

8.2 

Aeroflex  Labs 

electronics 

30.6 

17.2 

313 

35 

36.9 

4.2 

6.07 

9 

103/. 

-34 

1.05 

10.2 

Xidex 

microfilm  duplicator 

30.3 

20.4 

242 

32 

178.2 

24.0 

5.19 

2 

163/4 

-22 

1.06 

15.8 

Unifi 

textiles 

30.1 

10.1 

135 

24 

216.5 

7.4 

10.39 

32 

8'/2 

-50 

1.05 

8.1 

Southwestern  Energy 

gas  utility 

30.0 

22.6 

171 

14 

74.9 

14.6 

7.89 

55 

241/. 

19 

1.79 

13.7 

Cerberonics  A 

engineering  and  tech  svcs 

29.9 

10.9 

564 

49 

32.3 

1.3 

7.15 

0 

7V4 

-33 

0.78 

9.6 

Adage 

computer  graphics 

29.8 

10.9 

718 

29 

49.4 

4.3 

7.98 

6 

9% 

-35 

0.87 

11.2 

Quotron  Systems 

financial  information  si'cs 

29.8 

17.1 

361 

29 

153.8 

24.0 

4.49 

9 

11  W 

-44 

0.77 

14.6 

United  Medical 

health  care  svcs  and  prods 

29.7 

18.2 

NM 

31 

14.1 

1.8 

4.22 

7 

12% 

-15 

0.77 

16.4 

•   Yankee  Oil  &  Gas 

oil  and  gas  drilling  prods 

29.6 

33.0 

104 

106 

99.7 

6.8 

3.79 

97 

7'/8 

-61 

1.36 

5.2 

CPT  Corp 

word  processing  equip 

29.5 

13.5 

NM 

29 

200.3 

17.4 

7.77 

32 

8% 

-33 

1.05 

8.2 

NBI 

word  processing  equip 

29.3 

15.9 

NM 

37 

177.1 

13.8 

8.76 

55 

19% 

-27 

1.40 

13.8 

Verbatim 

computer  equipment 

29.2 

22.7 

675 

58 

170.8 

14.7 

2.77 

32 

6% 

-60 

0.63 

10.7 

•   Atlantic  Research 

rocket  motors,  comm  equip 

29.1 

19.2 

344 

27 

145.1 

7.6 

11.12 

80 

32  Vi 

11 

2.14 

15.2 

Pacific  Scientific 

aerospace,  industrial  equip 

28.8 

15.2 

210 

12 

78.9 

10.9 

9.38 

60 

13  V» 

-23 

1.43 

9.2 

Evans  &  Sutherland  Comp 

computer  graphics 

28.4 

15.5 

615 

25 

60.6 

10.8 

7.52 

2 

22 

-27 

1.17 

18.8 

Electro  Rent 

leasing 

28.4 

20.1 

538 

31 

.     73.5 

10.0 

6.45 

15 

17% 

-6 

1.30 

13.7 

Safety-Kleen 

industrial  services 

28.4 

22.3 

205 

23 

162.8 

15.8 

8.47 

9 

39% 

16 

1.89 

21.0 

Ay  din 

electronics 

28.4 

19.7 

197 

25 

152.9 

14.0 

13.83 

8 

72V* 

-45 

2.73 

8.2 

Liebert 

computer  equipment 

28.3 

15.7 

699 

38 

174.2 

11.3 

6.11 

13 

21 

0 

0.96 

21.9 

Pandick  Inc 

financial  printing 

28.3 

19.8 

286 

36 

121.1 

10.0 

7.21 

42 

15% 

-30 

1.43 

10.8 

•   Anthem  Electronics 

electronics 

28.1  , 

19.6 

600 

17 

95.2 

5.5 

4.83 

0 

II  Vi 

-27 

0.95 

11.7 

•   L  Luria  &  Son 

specialty  retail 

27.8 

15.1 

340 

12 

145.2 

6.8 

8.33 

2 

13 

-10 

1.26 

10.3 

Mentor 

biomedical  engineering 

27.7 

14.6 

844 

68 

9.5 

1.1 

2.39 

46 

13% 

3 

0.35 

39.3 

Canadian  Marconi 

electronics  and  telecomm 

27.6 

32.7 

353 

31 

188.8 

28.5 

4.19 

4 

17% 

-16 

1.37 

12.6 

Superior  Mfg  &  Instr 

auto  parts 

27.5 

27.9 

298 

28 

21.9 

1.7 

7.68 

14 

!7I'4 

9 

2.15 

8.0 

International  Clinical  Labs 
health  rare  services 

27.3 

18.8 

316 

27 

71.5 

4.8 

4.93 

59 

17 

-26 

0.93 

18.3 

Luby's  Cafeterias 
restai  i 

27.2 

20.4 

167 

18 

144.1 

13.9 

6.54 

6 

28% 

0 

1.34 

21.4 

TransTechnology 

aerospace 

27.1 

15.5 

249 

15 

103.4 

8.4 

10.63 

30 

14 

-15 

1.65 

8.5 

Cray  Research 

supercomputers 

27.0 

17.2 

NM 

27 

169.7 

26.1 

12.55 

17 

52'/8 

-6 

2.16 

24.1 

latest  fiscal  year.    »New  addition  to  196h 

Up  &  Comer  list. 

NM:  Not  meaningful. 

Sources.  Standard  &  Poor's;  William  O'Neil  &  Co.;  The  Unlisted  Market  Guide;  Forbes. 
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Who  says 
jou  won't  kiss 
pir  typewriter? 

You  may  think  it  unusual  to  give 
our  typewriter  a  little  reward.  But 
nat  attitude  is  sure  to  change  the 
noment  you  sit  down  at  a  Canon 
VP  300  Electronic  Typewriter  For  the 
>iP  300  offers  you  more  than  a  vast  array 
if  electronic  features— it  offers  them  to 
ou  in  a  most  friendly  manner 

Features  like  a  15- character  display, 
:utomatic  paper  feed,  correcting,  centering, 
lecimal  tab,  pitch  control  and  a  host  of 
>thers  all  use  modern  electronics  to  create  a 
ypewriter  so  smart,  it's  actually . . .  friendly. 

Experience  for  yourself  the  joy  of  typing 
vith  the  Canon  AP  300  Electronic 
ypewriter  Who  knows  how  you'll  reward  it 
t  day's  end? 

:all  1-800-323-1717,  Ext.  301. 

In  Illinois,  call  1.-800-942-8881,  Ext.  301.) 

anon  U.S.A.,  Inc.,  One  Canon  Plaza,  Lake  Success,  NY  1 1042/140  Industrial  Dr..  Elmhurst.  IL  60126/ 
'3  Paulanno  Ave.  East.  Costa  Mesa.  CA  92626/6380  Peachtree  Industrial  Blvd  .  Norcross,  GA  30071/ 
i)35  Royal  Lane,  Suite  290,  Dallas,  TX  75229,        ©  1984  Canon  U  S.A  .  Inc. 

le  conical  configuration  and  attached  plume  of  the  Hershey  KISS 

e  registered  trademarks  of  the  Hershey  Foods  Corp.  and  used  with  permission 


Cane 

So  smart,  it's  friendly. 


I 


The  Up  &  Comer  300 

Company  /business 

Return  on  equity 
latest 
5-year           12 
average     months 

5-year 

sales          EPS 

growth      growth 

rate           rate 

Sales*      Profits* 
(millions) 

Book 

value 

per 

share 

Long- 
term 
debt/ 

equity 

Price 

%  change 
recent        1984 

Latest  12  months 
EPS           P/E 

First  American  Bank  &  Tr 

bank  holding 

27.0% 

22.6% 

470% 

16% 

$63.4 

$8.0 

$4.55 

42% 

9'/8 

-4% 

$1.03 

8.9 

DBA  Systems 

computer  equip,  engnrg  si'cs 

26.7 

16.4 

475 

77 

38.1 

2.4 

4.87 

16 

9'/2 

-24 

0.80 

11.9 

•   Neutrogena 

personal  care  products 

26.7 

43.7 

170 

22 

45.5 

3.2 

2.56 

0 

37'/2 

0 

1.12 

33.5 

Farah  Manufacturing 

apparel 

26.7 

28.7 

111 

63 

206.4 

14.7 

9.10 

12 

26% 

5 

2.62 

10.1 

%tf 

> 

The  price/earnings  ratio  for  The  Up  &  Comer 
300  is  13.8,  which  is  25%  higher  than  the 
broad-based  Wilshire  index. 

•   Stocker  &  Yale 

precision  instruments 

26.6 

17.4 

26 

11 

7.4 

1.4 

6.71 

18 

12% 

13 

1.17 

10.9 

•   Intermec 

computer  equipment 

26.5 

19.1 

927 

26 

26.9 

3.1 

3.55 

0 

16V8 

-5 

0.68 

24.4 

•   Robinson  Nugent 
electronics 

26.3 

21.4 

351 

10 

62.4 

5.9 

4.19 

13 

14% 

-23 

0.90 

16.4 

•   KDI 

multicompany 

26.3 

20.1 

35 

12 

201.5 

6.8 

4:71 

65 

9'/8 

-7 

0.95 

9.6 

Computer  Data  Systems 

computer  svcs 

26.2 

27.0 

603 

38 

54.9 

2.9 

3.44 

17 

12 

-22 

0.93 

12.9 

EIP  Microwave 

precision  instruments 

26.2 

27.2 

307 

47 

18.4 

1.5 

2.53 

13 

12% 

-1 

0.69 

18.7 

John  H  Harland 

financial  printing 

26.0 

22.5 

193 

20 

189.0 

20.8 

11.95 

0 

46% 

26 

2.70 

17.3 

Avantek 

electronics 

26.0 

16.5 

461 

21 

119.4 

11.9 

4.94 

2 

19% 

-7 

0.82 

23.6 

Trion 

electronic  air  cleaners 

25.8 

17.2 

258 

18 

20.7 

2.0 

2.78 

16 

6 

^5 

0.48 

12.5 

Spectrum  Control 

electronic  pollution  controls 

25.8 

16.3 

230 

14 

17.6 

1.8 

2.32 

71 

6% 

-33 

0.38 

16.8 

•   Geothermal  Resources  Intl 

finance,  geotberm  energy 

25.7 

14.6 

141 

30 

18.0 

7.4 

13.35 

48 

9'/2 

-11 

1.95 

4.9 

Technalysis 

computer  services 

25.5 

27.2 

102 

27 

8.3 

0.9 

3.37 

0 

11 

-15 

0.92 

12.0 

•   Ennis  Business  Forms 

business  forms 

25.5 

24.1 

51 

13 

95.8 

7.9 

9.68 

23 

23  Vi 

5 

2.34 

9.9 

•   New  Mexico  and  Ariz  Land 

land  and  natural  res  mgmt 

25.4 

39.3 

87 

35 

14.9 

5.3 

7.12 

31 

16% 

13 

2.80 

6.0 

Communications  Systems 

telecommunications 

25.4 

18.8 

341 

28 

34.8 

3.9 

5.61 

33 

111/2 

-10 

1.06 

10.8 

•   Velcro  Industries  NV 

fasteners 

25.4 

23.6 

121 

12 

53.2 

7.2 

11.38 

35 

42 '/4 

33 

2.69 

15.7 

•   ACMAT 

construction 

25.3 

25.8 

26 

45 

34.7 

1.6 

2.65 

55 

8% 

-30 

1.10 

8.0 

Printronix 

computer  equipment 

25.3 

12.4 

808 

13 

116.3 

7.8 

14.34 

4 

20% 

-23 

1.79 

11.6 

Hathaway  Corp 
electronics 

25.1 

25.9 

112 

59 

21.5 

2.1 

3.47 

8 

9% 

0 

0.90 

10.8 

Matrix  Science 
electrical  equipment 

25.1 

19.3 

531 

15 

58.2 

6.5 

8.51 

0 

27 

-27 

1.65 

16.4 

•  Gerber  Sdei 

CAD/CM! 

25.0 

20.7 

464 

24 

173.6 

14.7 

5.45 

26 

18 

0 

1.13 

15.9 

Adams-Russell 

electronic^ 

24.9 

14.7 

420 

20 

91.9 

6.7 

8.08 

94 

21 

-17 

1.19 

17.6 

Turner  Corp 

construction 

24  8 

22.1 

209 

19 

62.2 

11.4 

13.16 

24 

22% 

16 

2.92 

7.8 

*Latest  fiscal  year     •New  addition 

i  Up  &  Comer  list      N1V 

:  Not  meaningful. 

Sources:  Standard  &  Poor's,  William  O'Neil 

&  Co.;  The  Unlisted  Market  Guide;  Forbes. 

140 


FORBES,  NOVEMBER  5,  1984 


Multifaceted 

research 
to  meet 

a  multitude 

of  needs. 


The  quality  of  Merrill  Lynch  research 
is  well  known.  A  recent  survey 
of  major  institutional  investors 
showed  that  more  of  them  depend  on 
Merrill  Lynch  for  their  information  than 
on  any  other  firm. 

But  our  clients  value  our  research 
most  because  it  goes  beyond  excellence; 
it  is  as  multifaceted  as  their  own  needs. 

We  regularly  cover  more  stocks  in 
more  industries  than  anyone  else.  We  alert 
clients  to  opportunities  in  fixed-income 
markets,  both  taxable  and  nontaxable. 
And  we  do  economic  forecasting  that, 
when  combined  with  information  from  our 
leading  investment  strategy  and  market 
analysis  groups,  gives  you  the  finest  in- 
vestment overview  in  the  industry 

Our  commitment  to  expanding  the 
ways  we  serve  our  clients  has  also  led 
us  into  the  international  market.  We  al- 
ready have  on-the-spot  analysts  in  Japan, 
Canada,  London,  and  Hong  Kong  who  can 
take  advantage  of  local  nuances  before 
making  recommendations. 

And  we've  introduced  new  comput- 
erized analyses  that  give  subscribing 
institutions  direct  access  to  our  research 
information. 

The  Frontline  videotext  service  uses 
a  system  of  menus  to  provide  timely  ac- 
tionable investment  research  and  opinions. 
It  begins  with  our  Morning  Call  and  is  up- 
dated throughout  the  day 

Merrill  Screen-Equity  Database  is  a 
powerful,  yet  easy-to-use  microcomputer 
package.  It  allows  subscribers  to  screen 
our  proprietary  database  covering  over 
1,400  companies  for  60  parameters. 

That  kind  of  commitment  across 
the  board  reflects  what  Merrill  Lynch  has 
been  doing  all  along:  finding  new  ways  to 
meet  clients'  needs  and  to  provide  better 
information  before  and  throughout  the 
investment  decision-making  process. 


Merrill  Lynch  Capital  Markets 

Investment  banking 

Expertise  Across  The  Board. 


The  Up  &  Comer  300 

Company  /business 

Return  on  equity 
latest 
5-year          12 
average     months 

5-year 

sales          EPS 

growth      growth 

rate           rate 

Sales* 
(mill 

Profits* 
ions) 

Book 

value 

per 

snare 

Long- 
term 
debt/ 
equity 

1 

recent 

. 

Latest  12  months 
EPS           P/E 

%  change 
1984 

O'Sullivan 

plastic  and  rubber  prods 

24.8% 

27.4% 

114% 

27% 

$108.7 

$8.6 

$8.73 

0% 

31'/2 

18% 

$2.40 

13.1 

Communications  Inds 

telecommunications 

24.6 

19.5 

131 

20 

64.2 

10.8 

6.56 

4 

24% 

-8 

1.28 

18.9 

Teleflex 

mecb  remote  controls 

24.6 

15.0 

171 

19 

129.3 

9.5 

13.20 

20 

25  ¥t 

-17 

1.99 

12.8 

Kasler 

construction 

24.5 

14.4 

266 

12 

114.3 

4.1 

5.13 

0 

14% 

-12 

0.74 

19.9 

•   Data-Design  Laboratories 

engineering  svcs 

24.5 

25.1 

219 

16 

97.9 

6.0 

3.89 

99 

107/8 

-5 

0.98 

11.1 

Stryker 

health  care  equipment 

24.5 

18.2 

208 

20 

70.2 

5.8 

7.00 

0 

23»/4 

-16 

1.28 

18.2 

HBO  &  Co 

hospital  computer  svcs 

24.4 

29.9 

892 

35 

67.6 

10.0 

2.47 

8 

22 

13 

0.74 

29.7 

•   Zero 

enclosures  for  electronics 

24.4 

20.6 

93 

14 

93.7 

9.9 

6.53 

19 

22% 

-12 

1.35 

16.9 

Ultrasystems 

construction 

24.2 

19.0 

571 

70 

76.6 

4.9 

4.62 

0 

18 

11 

0.88 

21.4 

•   Aero  Energy 

solar  energy 

24.2 

13.8 

957 

20 

15.0 

0.6 

3.83 

37 

2% 

-75 

0.53 

4.2 

New  Yorker  Magazine 
publishing 

24.1 

19.7 

100 

10 

74.7 

5.3 

32.22 

0 

135 

-2 

6.37 

21.2 

Hunt  Manufacturing 

office  supplies 

24.0 

20.2 

135 

15 

85.0 

6.1 

7.45 

16 

225/s 

12 

1.51 

15.0 

Kevlin  Microwave 

electronics 

24.0 

17.2 

270 

27 

7.5 

0.8 

1.86 

2 

5V4 

22 

0.32 

17.2 

Ohio  Mattress 

mattresses  &  boxsphngs 

23.9 

10.8 

137 

18 

98.8 

7.7 

6.53 

19 

165/8 

19 

0.71 

23.4 

General  Housewares 

housewares 

23.8 

11.2 

44 

16 

87.0 

4.4 

12.68 

27 

nvi 

-19 

1.43 

9.4 

Designatronics                          23.7 
electromech,  mech  components 

12.7 

180 

24 

15.9 

1.1 

4.00 

7 

SVa 

^0 

0.51 

10.3 

Conwood  Corp 

tobacco  products 

23.7 

21.4 

92 

16 

193.7 

22.9 

10.81 

5 

297/s 

25 

2.32 

12.9 

•   TSR 

computer  services 

23.5 

15.6 

397 

11 

16.6 

1.0 

5.74 

2 

12% 

131 

0.90 

14.2 

Eaton  Vance 

investment  advisory  svcs 

23.4 

30.6 

349 

51 

18.8 

4.0 

7.08 

49 

19% 

-3 

2.17 

9.1 

Computer  Horizons 

computer  svcs 

23.4 

25.0 

401 

183 

34.4 

2.3 

3.40 

2 

5V4 

-60 

0.85 

6.5 

Sfi 

* 

- 

Not  all  Up  &  Comers  are  in  high-tech  indus- 
tries. The  list  includes  two  bowling  centers 
and  one  funeral  home  chain. 

Metro  Tel 

electronics 

23.4 

28.2 

330 

16 

4.9 

0.4 

0.85 

29 

4'/4 

-10 

0.24 

17.7 

Scurry-Rainbow  Oil 

oil  and  gas,  mining 

23.2 

18.1 

256 

12 

60.7 

17.1 

7.84 

5 

14'/4 

-2 

1.42 

10.0 

Cameo 

oilfield  equip 

23.1 

12.2 

242 

11 

158.6 

10.6 

12.10 

16 

12% 

9 

1.48 

8.7 

•   BDM  international  A 

engineering  and  considting 

22.9 

22.0 

359 

21 

151.1 

6.4 

6.63 

0 

31% 

0 

1.46 

21.7 

Golden  Enterprises 

fow: 

22.8 

22.0 

136 

23 

100.9 

8.7 

5.36 

1 

16'/2 

-10 

1.18 

14.0 

•   United  Bancorp  oi  Arizona 

bank  boULn^ 

22.8 

18.8 

328 

10 

136.2 

12.3 

15.62 

39 

23% 

10 

2.95 

7.9 

OEA 

electronics 

22.7 

17.9 

125 

45 

33.0 

4.5 

8.69 

4 

20  Vi 

-15 

1.56 

13.1 

latest  fiscal  year.     »New  addition  to  1984  I'p  &  Comer  list.     NM:  Not  meaningful. 

Sources:  Standard  &  Poor's;  William  O'Neil  &  Co ,  The  Unlisted  Market  Guide; 

Forbes. 
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We  don't  buy  just  any  seats.  We  design 
them. 

GM  begins  with  detailed  studies 
of  the  human  body.  Biomedical  research. 
The  kind  of  comprehensive  investigation 
of  anatomy  da  Vinci  undertook  in  the 
1500s. 

As  a  leader  in  the  field  of  Human  Factors 
Engineering,  we  design  interiors  scientifically 
to  minimize  the  possible  distractions  from  your 
driving. 

It  may  take  us  two  years  and  countless 
clay  models  to  arrive  at  a  more  comfortable, 


durable  seat  for  new  GM  cars  and  trucks. 
But  we  think  it's  worth  it. 

And  we  believe  old  Leonardo  would  have 
thought  so,  too. 

We  believe  in  taking  the  extra  time,  giving 
the  extra  effort  and  paying  attention  to  every 
detail.  That's  what  it  takes  to  provide  the 
quality  that  leads  more  people  to 
buy  GM  cars  and  trucks  than  any 
other  kind.  And  why  GM  owners 
are  the  most  loyal  on  the  road. 

That's  the  GM  commitment 
to  excellence. 


Nobody  sweats  the  details  like  GM. 


The  Up  &  Comer  300 

Company  /business 

Return  on  equity 
latest 
5-year          12 
average     months 

5- 

sales 

growth 

rate 

fear 

EPS 

growth 

rate 

Sales* 

(mill 

Profits' 
ons) 

Book 

value 

per 

share 

Long- 
term 
debt/ 
equity 

Price 

%  change 
recent        1984 

Latest  12  months 
EPS            P/E 

Unitrode 

electronics 

22.7% 

20.2% 

311% 

16% 

$159.6 

$16.7 

$7.45 

12% 

297/s 

-7% 

$1.51 

19.8 

Radiation  Systems 

antennas 

22.7 

17.6 

333 

33 

30.1 

4.5 

5.66 

7 

1054 

-41 

1.00 

10.5 

•   Berg  Enterprises 

real  estate 

22.6 

36.6 

10 

42 

57.4 

7.9 

4.45 

1 

121/2 

2 

1.63 

7.7 

Astrosystems 

computer  equipment 

22.2 

12.1 

105 

16 

10.4 

3.2 

4.53 

0 

6% 

-10 

0.55 

12.3 

•   Versa  Technologies 

rubber  products 

22.2 

22.7 

115 

20 

30.1 

2.7 

5.36 

7 

15% 

5 

1.22 

12.9 

UST 

bank  holding 

22.1 

22.5 

448 

20 

75.6 

7.3 

13.38 

32 

19% 

-14 

3.02 

6.5 

•  WA  Krueger 

printing 

22.1 

22.1 

120 

13 

216.6 

11.0 

4.07 

44 

10 

17 

0.90 

11.1 

Sigma-  Aldrich 

specialty  chemicals 

21.8 

18.1 

174 

14 

150.6 

19.7 

13.79 

8 

46% 

-5 

2.50 

18.7 

^ 

r* 

. 

The  average  Up  &  Comer  company  has  sales 
of  $90  million  and  profits  of  $8.5  million. 

Piper,  {affray 

securities  brokerage 

21.7 

11.4 

291 

13 

136.4 

11.1 

11.49 

1 

15*4 

-29 

1.32 

11.7 

Oxford  Exploration 

oil  &  gas  explor  &  devel 

21.4 

16.6 

150 

11 

1.5 

0.2 

0.24 

17 

W 

-34 

0.04 

7.0 

North  Fork  Bancorp 

bank  holding 

21.4 

16.8 

408 

.    22 

26.5 

4.1 

23.38 

0 

25 

-9 

3.94 

6.3 

•   National  Computer  Sys 

optical  scanning  equipment 

21.3 

20.1 

227 

16 

81.6 

7.3 

6.14 

43 

18'/2 

-2 

1.24 

14.9 

Computer  Products 

electronics 

21.3 

16.6 

628 

19 

65.0 

6.4 

4.87 

42 

16% 

-4 

0.81 

20.8 

Chilton 

financial  svcs 

21.2 

19.6 

147 

39 

68.5 

5.3 

6.40 

0 

25 

19 

1.26 

19.8 

•   Arnold  Industries 
trucking 

21.2 

19.6 

167 

14 

64.0 

6.3 

15.56 

12 

23 '/4 

-21 

3.05 

7.6 

Alpha  Industries 

electronics 

21.0 

11.2 

394 

11 

60.2 

5.6 

7.28 

7 

15 

-30 

0.82 

18.3 

Wallace  Computer  Svcs 

business  forms 

21.0 

17.3 

155 

14 

243.1 

18.7 

10.98 

6 

295/8 

0 

1.90 

15.6 

Chesapeake  Utilities 

natural  gas 

20.8 

19.8 

465 

12 

53.0 

2.1 

13.28 

25 

18'/4 

17 

2.64 

6.9 

•   Educational  Computer 

training  simulators 

20.7 

14.4 

276 

39 

19.2 

2.3 

3.53 

22 

7% 

-35 

0.51 

14.2 

•   Analog  Devices 

nnics 

20.7 

24.0 

324 

27 

214.0 

18.4 

5.19 

21 

25 'A 

-13 

1.25 

20.2 

Floating  Point  Systems 

computer  equip 

20.7 

17.8 

977 

43 

100.2 

13.1 

9.67 

3 

17% 

-50 

1.73 

10.3 

computer  equip  and  svcs 

20.6 

10.4 

444 

22 

58.2 

5.7 

6.42 

73 

18 

-7 

0.67 

26.9 

California  Microwave 

telecomm  equip 

20.3 

16.3 

288 

21 

112.5 

5.9 

4.28 

7 

9'/8 

-52 

0.70 

13.0 

First  Railroad  &  Banking 

bank  holding 

20.1 

18.6 

510 

24 

200.5 

19.1 

16.58 

49 

275/8 

4 

3.10 

8.9 

•    Fair  I  a 

bou  t 

20.1 

13.4 

82 

12 

84.3 

6.1 

3.34 

60 

5'/2 

-6 

0.45 

12.2 

Dunkin'  Di 

fast  food 

■in; 

16.8 

57 

16 

81.6 

7.9 

10.78 

49 

24% 

8 

1.82 

13.6 

•   Optical  Radiation 

precision  instrument: 

19.8 

19.1 

188 

27 

48.3 

7.9 

5.48 

3 

35 

16 

1.05 

33.3 

•Latest  fiscal  year.     »New  addition  to  1984  Up  &  Comer  list     NM:  Not  meaningful. 

Sources:  Standard  &  Poor's;  William  O'Neil  &  Co.;  The  Unlisted  Market  Guide;  Forbes. 
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The  architecture 
of  power. 


Achievement 
has  its  own  rewards. 


The  promise  of  success;  the  freedom 
pursue  it.  An  American  phenomenon 
mbolically  expressed  in  the  Corum 
)ld  Coin  Watch. 

A  watch  steeped  in  the  traditions  of 
r  country. 

A  watch  that  has  a  power  and  per- 
riality  uniquely  its  own. 

The  case  is  an  American  $20  gold 
?ce,  literally  halved.  (The  Eagle 
comes  the  dial;  the  Goddess  of  Liberty 
e  back  of  the  case.) 

Inside  is  cushioned  an  ultra-thin 
jctronic  quartz  movement.  Known  for 
.  accuracy,  it  also  never  needs  winding. 

The  crystal  is  sapphire,  one  of  the 
rdest  substances  known  to  man;  the 
tting  stem,  a  diamond.  And  the  brace- 
;,  as  comfortable  on  the  wrist  as  it  is 
ndsome,  is  18  karat  gold. 

In  addition,  the  Corum  Gold  Coin 
itch  is  water-resistant.  Each  is  hand- 
afted,  start  to  finish,  by  a  single 
itchmaker  in  La  Chaux-de-Fonds, 
vdtzerland. 

For  brochure  send  $2.00  to  Corum, 
3pt.  FB,  650  Fifth  Ave.,  NY  10019. 
so  available  in  Canada. 


30RUM 

^n  Investment  in  Time 


The  Up  &  Comer  300 

Company  /business 

Return  on  equity 
latest 
5-year          12 
average     months 

5- 

sales 

growth 

rate 

year 

EPS 

growth 

rate 

Sales*      Profits" 
(millions) 

Book 

value 

per 

snare 

Long- 
term 
debt/ 

equity 

Price 

%  change   Latest  12  months  1 
recent        1984          EPS           P/E 

Sippican  Inc 

precision  instruments 

19.8% 

13.1% 

347% 

23% 

$27.0 

$2.6 

$6.08 

5% 

14 

-12% 

$0.80 

17.5 

•  Syscon 

computer  and  tech  svcs 

19.8 

13.6 

174 

12 

87.0 

3.5 

9.51 

7 

15V4 

-15 

1.30 

11.7 

Andrew  Corp 

telecomm  equipment 

19.8 

17.4 

273 

26 

174.1 

17.7 

11.43 

13 

36  Vi 

-6 

2.00 

18.3 

•  Bowl  America 
bowling  centers 

19.7 

15.4 

39 

10 

17.2 

1.7 

6.78 

6 

95/8 

-8 

1.05 

9.2 

•   UTL 

electronics 

19.5 

14.5 

61 

114 

22.9 

4.2 

5.98 

2 

18 

-2 

0.87 

20.7 

Applied  Data  Research  B 

software 

19.5 

19.1 

426 

62 

89.1 

7.0 

9.45 

31 

24% 

-11 

1.81 

13.7 

•   Block  Drug  A 

proprietary  drugs 

19.4 

16.6 

75 

10 

238.2 

23.9 

19.96 

15 

27 

0 

3.33 

8.1 

•  John  Wiley  &  Sons  B 

publishing 

19.4 

18.3 

139 

11 

185.0 

12.3 

15.89 

13 

30 

-14 

2.92 

10.3 

•   Software  AG  Sys  Group 

software 

19.4 

23.2 

943 

54 

41.1 

5.9 

4.61 

0 

14 '/is 

14 

1.07 

13.2 

Lumex 

health  care  equipment 

19.3 

11.2 

260 

16 

43.8 

3.0 

5.68 

52 

157/8 

-16 

0.64 

24.8 

•  Watsco  B 

beating  and  cooling  equip 

18.9 

19.6 

64 

12 

13.6 

1.2 

3.25 

69 

8% 

24 

0.64 

13.5 

Standard  Motor  Products 

auto  parts 

18.9 

21.9 

112 

40 

205.9 

21.1 

8.26 

17 

16% 

-8 

1.81 

9.3 

V 

Valspar 

paints 

18.9 

19.2 

93 

24 

161.6 

10.2 

9.57 

11 

19 

7 

1.84 

10.3 

George  Banta 

printing 

18.9 

18.8 

98 

13 

201.8 

10.6 

12.64 

30 

24% 

13 

2.38 

10.4 

•  Protective  Corp 

insurance 

18.9 

16.6 

101 

11 

225.3 

19.0 

25.03 

27 

30 

2 

4.17 

7.2 

•   Lilly  Industrial  Coatings  A 

specialty  chemicals 

18.8 

20.9 

114 

21 

124.0 

7.1 

5.25 

3 

12 

-10 

1.10 

10.9 

•   Preferred  Risk  Life  Ins 

insurance 

18.8 

15.1 

78 

10 

21.9 

5.4 

19.15 

0 

22% 

15 

2.91 

7.9 

•   Eldon  Industries 
office  equipment 

18.8 

14.5 

63 

10 

46.4 

3.0 

7.64 

1 

13  >/2 

0 

1.11 

12.2 

Galaxy  Carpet  Mills 

carpet 

18.6 

15.4 

165 

30 

200.1 

7.8 

14.24 

74 

12 

-37 

2.20 

5.5      3 

Three  D  Departments  B 

retail 

18.6 

13.8 

90 

13 

50.7 

2.0 

3.89 

31 

6 

-35 

0.54 

11.1 

•  Bishop  Graphics 

drafting  aids,  electronics 

18.6 

21.4 

130 

21 

12.3 

0.9 

2.47 

11 

43/4 

-38 

0.53 

9.0 

•   Espey  Mfg  &  Electronics 

electrical  equip 

18.4 

36.2 

210 

78 

16.4 

3.8 

8.72 

0 

27V8 

-11 

3.16 

8.7 

•  Seven  Oaks  International 

coupon  processing 

18.4 

19.2 

429 

29 

23.6 

6.2 

6.03 

0 

IS1/. 

0 

1.16 

13.1 

United  Mo  Bancshares 

bank  holding 

18.4 

13.3 

168 

10 

219.1 

25.7 

30.49 

7 

29 

4 

4.06 

7.1 

•   Oakwood  Homes 
manufactured  homes 

18.3 

13.1 

109 

13 

66.0 

4.2 

11.73 

3 

205/8 

18 

1.54 

13.4 

•   Vishay  Intertechnology 

electronics 

18.3 

15.4 

110 

11 

48.5 

6.1 

10.19 

13 

19% 

1 

1.57 

12.3 

•  Electromagnetic  Sciences 

electronics 

18.3 

16.6 

581 

49 

18.6 

2.7 

5.18 

14 

21  v£ 

18 

0.86 

24.7 

1 

•  EDO 

electronics 

18.3 

16.5 

64 

34 

110.6 

10.1 

7.90 

5 

17 

-5 

1.31 

13.0 

•  Wherehoust  Entertain 
retail 

18.2 

23.4 

79 

111 

105.5 

4.5 

4.10 

32 

14% 

10 

0.96 

15.0 

•  Citizens  &  Southern 
bank  holding 

18.2 

16.3 

228 

11 

201.3 

20.2 

18.98 

9 

24% 

-8 

3.11 

8.0 

1 

•   Park  Chemical 
chemicals 

18.2 

21.3 

32 

11 

16.4 

1.3 

11.24 

0 

20% 

10 

2.40 

8.5     | 

latest  fiscal  year.    «New  addition  to  1984  Up  &  Comer  list. 

NM:  Not  meaningful. 

Sources  Standard  & 

Poor's;  William  O'Neil  &  Co.;  The  Unlisted  Market  Guide;  Forbes. 
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INTRODUCING  THE  BURROUGHS  B25. 

THE  MICRO  COMPUTER 
THAT  GROWS  WITH  YOUR  BUSINESS. 

Buying  a  computer  is  a  lot  like 
hiring  an  employee.  You  need  one  that 
can  produce  a  lot  now  and  even  more 
in  the  future. 

Take  the  B25.  It's  modular,  so  when 
you  need  more  memory  or  storage, 
you  simply  snap  on  more  modules. 

Another  feature  that  allows  the  B25 


to  grow  with  you  is  its 
ability  to  network. 
You  just  add  worksta- 
tions and  people  will  be 
able  to  share  the  same 
data  and  memory  at  the 
same  time. 

You  can  also  share 
peripherals — like  printers.  Which 
means  several  workstations  can  be 
linked  to  one  printer  so  many  people 
can  use  it. 

What's  more,  the  B25  has  three 
operating  systems  (CP/M-86?  MS- 
DOS,"BTOS)  so  you  can  run  the  most 
popular  software  available  today. 

And,  of  course,  the  B25  is  backed 
by  Burroughs'  worldwide  service  and 
support. 

The  Burroughs  B25.  You  wouldn't 


hire  a  person  who  couldn't  grow  with 
your  business.  Why  buy  a  computer 
that  can't? 


©  1984  BURROUGHS  CORPORATION 


For  more  information  about  the  B25,  mail 
coupon  or  call  toll  free:  1-800-621-2020. 

FS-115 
Name/Title 


Company- 
Address 


City_ 
State. 


Telephone- 


Send  To:  Burroughs  Corporation, 

Dept.  B25,  RO.  Box  10934,  Chicago,  IL  60610 

Burroughs 

THE  QUESTION  ISN'T  WHO'S  BIGGER. 
IT'S  WHO'S  BETTER. 


MS-DOS  is  a  trademark  of  Microsoft  Corporation.  (,H/M  isa  registered  trademark  of  Digital  Research.  inc. 


Long  Before  There  Was  A  Silicon  Valley  Or  Route  12? 
Oklahoma  Was  Deep  Into  Advanced  Technologies 

Oklahoma  led  the  way  in  energy  industry  Hi-Tech  through  companies  like  Phillips  Petroleum,  Conoc 
Halliburton  and  AMOCO.  Now  advanced  research  at  Oklahoma  State  University  and  the  University  of  Oklahom 
plus  Oklahoma's  superior  Vo-Tech  Training  For  Industry  Program,  are  attracting  industries  involved  in  everythir 
from  biogenetic  agriculture  to  space  rockets. 

AT&T  has  chosen  Oklahoma  to  produce  its  large  multi-use  computers,  aided  by  Magnetic  Peripherals,  lm 
(Control  Data).  Fife  Corporation  here  is  world  leader  in  computerized  measuring  equipment.  Components  f< 
rockets  that  propelled  man  to  the  moon  were  produced  by  a  skilled  Oklahoma  work  force.  Hertz  and  America: 
Airlines  placed  their  world-wide  reservations  centers  in  Oklahoma.  Dyna  Turn  and  Others  are  producing  rig 
computer  discs,  on-line  data  processing  facilities,  sophisticated  medical  equipment  and  much  more. 

Oklahoma  is  right  on  top  of  Texas.  Next  time  you  head  this  way,  stop  off  in  Oklahoma.  We've  got  high-steppi 
High-Tech  operations  to  open  your  eyes. 


The  Profitable  Place  To  Be 

WRITE  TO: 

Director,  Industrial  Division,  Oklahoma  Department  of  Economic 
Development,  Suite  209 ,  P.O.  Box  53424,  State  Capitol  Station, 
Oklahoma  City,  OK  73152  (Phone  405-521-2401). 


The  Up  &  Comer  300 

Company /business 

Return  on  equity 
latest 
5-year          12 
average     months 

5-year 

sales          EPS 

growth     growth 

rate           rate 

Sales'      Profits* 
(millions) 

Book 

value 

per 

share 

Long- 
term 
debt/ 
equity 

1 

recent 

Latest  12  months 
EPS            P/E 

%  change 
1984 

•  Tab  Products 

office  products 

18.1% 

19.0% 

101% 

14% 

$113.6 

$6.3 

$8.42 

16% 

16V8 

0% 

$1.60 

10.1 

•  National  Western  Life  Ins 

insurance 

18.1 

14.5 

122 

130 

110.4 

7.3 

11.58 

0 

9% 

-14 

1.68 

5.8 

•    MatDermid 

specially  chemicals 

18.0 

24.1 

88 

11 

80.5 

6.9 

8.17 

8 

29% 

25 

1.97 

15.1 

Aero  Systems 

aerospace 

18.0 

12.3 

332 

14 

27.3 

1.0 

1.05 

23 

2% 

-26 

0.13 

21.2 

Service  Corp  International 

funeral  services 

18.0 

15.2 

158 

23 

214.6 

29.0 

18.53 

30 

44 

25 

2.83 

15.5 

•  Scitex  Corp  Ltd 

computer  graphics 

17.9 

11.2 

955 

25 

71.0 

9.3 

9.40 

11 

17% 

-18 

1.06 

16.3 

•  West  Co 
packaging 

17.9 

14.8 

92 

13 

190.4 

16.3 

12.81 

16 

17% 

-31 

1.90 

9.3 

•  Logicon 

computer  services 

17.9 

18.2 

284 

19 

128.0 

5.9 

7.85 

0 

28% 

-4 

1.43 

19.8 

•  Conner  Homes 

manufactured  housing 

17.9 

19.3 

97 

10 

69.2 

3.4 

10.36 

35 

15 

-9 

2.00 

7.5 

•  Vortec 

industrial  equipment 

17.8 

20.1 

212 

12 

3.3 

0.6 

2.93 

17 

7 

47 

0.59 

11.9 

Redken  Laboratories 

health  care  products 

17.8 

16.2 

68 

14 

86.3 

6.4 

17.00 

13 

33 

13 

2.76 

12.0 

Grand  Auto 

retail  auto  parts 

17.8 

18.5 

85 

23 

139.5 

5.1 

9.29 

61 

20  Vi 

-8 

1.72 

11.9 

•  Brush  Wellman 

beryllium 

17.7 

19.4 

144 

11 

245.4 

25.7 

9.54 

17 

35 

25 

1.86 

18.8 

•  United  Aircraft  Prods 

aerospace 

17.7 

19.8 

91 

16 

28.9 

3.2 

7.95 

0 

17 

0 

1.58 

10.8 

LTX 

precision  instruments 

17.7 

16.3 

NM 

30 

90.0 

6.7 

5.26 

10 

19% 

9 

0.86 

23.0 

•  Quebecor 
publishing 

17.7 

16.8 

111 

20 

167.6 

5.8 

7.66 

16 

14% 

19 

1.29 

11.3 

•  Hibernia  Corp  A 

bank  holding 

17.7 

17.4 

292 

12 

203.0 

14.2 

13.50 

18 

18% 

3 

2.35 

8.0 

First  Bancshares  of  La 

bank  holding 

17.6 

15.5 

169 

16 

125.9 

13.0 

11.81 

16 

19'/2 

31 

1.84 

10.6 

•  Zondervan 
publishing 

17.6 

14.8 

184 

15 

92.8 

4.3 

7.86 

51 

15 

-12 

1.17 

12.8 

•   Church  &  D wight 
sodium  bicarbonate 

17.6 

16.5 

53 

11 

152.1 

10.1 

6.63 

39 

10 '/4 

-15 

1.10 

9.3 

Megadata 

computer  equipment 

17.6 

26.1 

87 

37 

11.6 

0.9 

5.32 

8 

13 

6 

1.39 

9.4 

Fifth  Third  Bancorp 

bank  holding 

17.5 

16.2 

200 

15 

202.1 

29.8 

41.35 

9 

50% 

3 

6.70 

7.5 

Lit'  Champ  Food  Stores 

convenience  food  stores 

17.5 

17.5 

202 

16 

80.3 

2.2 

7.52 

45 

18'/2 

-14 

1.32 

14.0 

•  Technical  Tape 
tapes 

17.5 

23.0 

4 

71 

71.3 

4.3 

3.78 

46 

6 

-25 

0.87 

6.9 

S/t. 

V 

\ 

Thirty-one 
companies 

Up  &  Comers  are  electronics 

,  the  largest  single  industry  group. 

•  Larsen  Co 

food  processing 

17.5 

24.8 

117 

37 

156.9 

7.1 

9.73 

36 

22Vi 

32 

2.42 

9.3 

Multibank  Financial 

bank  holding 

17.5 

14.8 

133 

16 

155.5 

11.6 

26.86 

22 

31  Vi 

22 

3.99 

7.9 

Langley  Corp 

aerospace 

17.5 

12.0 

65 

13 

10.2 

0.9 

4.88 

0 

6 

-35 

0.59 

10.2 

latest  fiscal  year     *New  addition  to  1984  Up  &  Comer  list.     NM 

Not  meaningful 

Sources  Standard  &  Poor's,  William  O'Neil  &  Co.;  The  Unlisted  Market  Guide;  Forbes. 
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The  Up  &  Comer  300 

Company /business 

Return  on  equity 
latest 
5-year          12 
average     months 

5-' 

sales 

growth 

rate 

^ear 

EPS 

growth 

rate 

Sales*      Profits" 
(millions) 

Book 

value 

per 

share 

Long- 
term 
debt/ 
equity 

Price 

%  change 
recent        1984 

Latest  12  months 
EPS           P/E 

•   Seton 
leather 

17.4% 

28.8% 

61% 

50% 

$84.8 

$4.7 

$4.02 

48% 

17'/2 

115% 

$1.16 

15.1 

Angelica 

apparel 

17.4 

16.7 

62 

17 

220.3 

15.2 

10.00 

28 

20 

-11 

1.67 

12.0 

•   Napco  Security  Systems 

protective  alarms 

17.3 

34.5 

195 

67 

14.2 

1.7 

2.46 

2 

8% 

-2 

0.85 

10.3 

•   Standard  Microsystems 

electronics 

17.2 

16.2 

487 

30 

44.4 

7.7 

6.58 

6 

21% 

-14 

1.07 

20.0 

•   Scan-Optics 

computer  equipment 

17.2 

14.4 

173 

54 

26.6 

3.6 

4.44 

2 

9'/2 

-5 

0.64  - 

14.8 

•   Prairie  Oil  Royalties 

oil  and  gas  explor  and  devel 

17.1 

16.8 

263 

27 

9.5 

4.8 

15.97 

0 

25% 

24 

2.69 

9.5       | 

Fourth  Financial 

bank  holding 

17.1 

15.8 

168 

15 

105.8 

14.1 

16.70 

42 

24 

7 

2.65 

9.1 

IM  Smucker 

food  processing 

17.1 

18.1 

67 

20 

214.9 

13.9 

21.12 

8 

48% 

20 

3.83 

12.7 

Sparton 

electronics 

17.0 

14.7 

112 

19 

142.3 

7.7 

7.67 

4 

15% 

-21 

1.13 

13.8 

Florida  Commercial  Banks 

bank  holding 

17.0 

15.8 

144 

12 

71.7 

6.4 

13.02 

37 

23 

6 

2.07 

11.1 

•   Quixote 

protection  and  safety  equip 

17.0 

21.2 

524 

18 

30.8 

2.6 

3.91 

27 

10 'A 

-24 

0.83 

12.3 

Garan 

apparel 

17.0 

17.4 

30 

18 

160.7 

10.9 

21.97 

11 

31% 

8 

3.84 

8.3 

Sfr 

> 

During  the  past  12  months,  the  typical  Up 
Comer  earned  a  19.6%  return  on  equity. 

& 

Black  Hills  Power  &  Light 

electric  utility,  coal  mining 

16.9 

18.3 

245 

20 

85.2 

13.7 

17.68 

97 

22  Vi 

0 

3.24 

6.9 

Bank  South 

bank  holding 

16.9 

15.9 

195 

16 

172.8 

15.0 

14.65 

17 

23  V* 

1 

2.34 

99 

•   First  Ohio  Bancshares 

bank  holding 

16.8 

15.0 

107 

11 

"     68.4 

9.1 

30.65 

0 

35'/: 

16 

4.60 

7.7 

•    USLICO 

insurance 

16.7 

15.8 

180 

11 

158.1 

20.1 

22.08 

0 

27'/2 

19 

3.50 

7.9 

•   Banker's  Note 
retail 

16.6 

13.0 

NM 

10 

15.8 

0.9 

2.22 

13 

35/8 

-50 

0.29 

12.5 

•   General  Microwave 
precision  instruments 

16.6 

13.9 

161 

44 

11.9 

1.3 

8.26 

0 

15% 

1 

1.15 

13.7 

•   INTER  Diversified 

rubber  and  plastic  products 

16.5 

19.6 

145 

16 

4.6 

0.5 

1.17 

41 

1% 

16 

0.23 

7.6 

•   Blessings 
plastics 

16.5  ' 

11.9 

67 

12 

80.7 

3.0 

19.70 

42 

22  Vi 

0 

2.35 

9.6 

•   Sunwest  Financial  Svcs 

bank  holding 

16.5 

14.4 

201 

10 

210.4 

18.0 

29.49 

14 

32 

0 

4.26 

7.5 

•   Comair 

airline 

16.5 

18.1 

NM 

129 

32.2 

2.8 

6.44 

23 

101/2 

-9 

1.17 

9.0 

National  State  Bank 

bank  holding 

16.5 

15.0 

123 

11 

115.2 

9.9 

22.33 

0 

22W 

3 

3.35 

6.6 

•   Research  Industries 
proprtetcuy  drugs 

16.4 

13.7 

259 

35 

3.7 

0.4 

1.02 

78 

6'/2 

-27 

0.14 

46.4 

•   Standard  Shares 
muUicompany 

16.4 

13.5 

387 

11 

126.1 

24.2 

57.05 

1 

643/4 

20 

7.75 

8.4 

•   Columbus  Mills 

carpet 

16.3 

24.7 

139 

43 

120.6 

7.4 

23.75 

10 

29 

-12 

5.88 

4.9 

•   Park  Electrochemical 

electronics 

16.3 

20.3 

95 

31 

73.2 

5.3 

6.79 

3 

19% 

-7 

1.38 

14.0 

latest  fiscal  year.     «New  addition  to  1984  Up  &  Comer  list. 

^IM:  Not  meaningful. 

Sources:  Standard  &  Poor's;  William  O'Neil  &  Co.;  The  Unlisted  Market  Guide;  Forbes. 
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lo  succeed  in  the  US.  market, 
start  at  The  Morgan  Bank 


Some  of  Morgan's  European  Corporate  Banking  officers  in  New  York  after  a  regular  meeting  to  share  market  developments.  From  left, 
Hanjo  Roosen,  Harvey  Struthers,  John  Comfort,  Julie  Blake,  William  Holding  (head  of  the  department),  Francois  de  Seroux  ,  Bence  Andras. 


ir  European  and  Canadian  multina- 
mals  competing  in  the  United  States, 
organ  offers  clearcut  advantages  over 
her  banks. 

We  have  a  special  group  of  bankers  in 
3w  York  whose  sole  purpose  is  to  meet 
e  needs  throughout  the  U.S.  of  Euro- 
an  and  Canadian  multinationals  and 
eir  U.S.  subsidiaries.  Few  banks  have 
oups  with  this  specific  focus. 
These  specialists  know  banking  in 
jrope,  Canada,  and  the  U.S.  Most 
ve  served  in  Morgan  offices  around 
c  world.  Each  concentrates  on  specific 
untries,  works  closely  with  our  offices 
those  countries,  and  often  travels  to 
set  clients  at  their  headquarters. 
With  their  knowledge  and  experience, 
id  the  backup  of  Morgan  experts  world- 
de,  these  special  corporate  bankers 
fer  multinationals  a  broad  array  of 


services,  both  credit  and  non-credit. 

□  We  apply  a  range  of  innovative  tech- 
niques, such  as  cross  currency  swaps 
and  private  placements,  to  accommodate 
your  financing  needs — for  expansion, 
for  acquisitions,  for  specialized  projects. 

□  Our  knowledge  of  tax  laws  in 
Europe,  Canada,  and  the  U.S.  helps  us 
structure  financings  that  are  highly 
tax-efficient. 

□  We  provide  tax-exempt  financ- 
ing through  industrial  revenue  bonds 
and  variable-rate  demand  instruments. 

□  We  can  help  establish  your  com- 
mercial paper  program  in  the  U.S.  Our 
integrated  services  include  paper  issue, 
placement,  ratings  advice,  backstop 
facilities,  and  swapping  the  proceeds 
into  other  currencies  for  use  elsewhere. 

□  We  use  the  most  timely,  cost- 
effective,  and  tax-efficient  methods  of 

The  Morgan  Bank 


moving  corporate  funds,  country  to 
country,  division  to  division. 

□  Our  European  and  Canadian  corp- 
orate bankers  work  closely  with  other 
Morgan  teams  that  make  mergers  and 
acquisitions  work.  Morgan  financial 
analysts  monitor  industry  trends, 
identify  promising  sectors,  and  find 
companies  that  match  client  require- 
ments. Then  our  M&A  specialists  nego- 
tiate deals  that  take  advantage  of  the  tax 
positions  of  both  buyer  and  seller. 

□  For  clients  interested  in  divesti- 
ture, we  find  qualified  buyers  in  the  U.S. 
and  elsewhere. 

To  learn  how  we  can  meet  your 
needs  in  the  U.S.,  talk  with  your 
Morgan  banker.  Or  write  to  European 
and  Canadian  Corporate  Banking, 
Morgan  Guaranty  Trust  Company, 
23  Wall  Street,  New  York,  NY  10015. 
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ANABSOM 

All  Ford  Motor  Company  cars 

have  bumpers  that  are  four  times  as  strong 

as  the  law  demands.  That's  something 

GM,  Chrysler,  even  Mercedes  can't  say. 


Some  manufacturers  equip  their  cars 
with  bumpers  that  just  meet  federal 
standards. 

But  at  Ford,  every  car  we  make  comes 
with  bumpers  designed  to  absorb 


impacts  of  5  mph,  minimum. That's 
four  times  as  strong  as  the  government 
mandates. 

Why  is  this  so  important  to  you? 
Because  according  to  State  Farm  Insurana 


You're  gi 


*See  your  participating  dealer  for  details. 


k 


NG  QUALITY 


ompanies,  nearly  half  of  all  (ront-center 
ridents  involve  impacts  which  our  bumpers 
e  made  to  withstand. 
Come  see  all  our  models  at  your 
)rd  or  Lincoln-Mercury  dealer.  And 


love  the  quality. 


Get  it  together — buckle  up. 


while  you're  there,  ask  about  the  Lifetime 
Service  Guarantee.Wter  comparing  Ford 
with  the  competition,  you'll  know  why 
we're  not  afraid  to  bump  heads  with 
anyone. 


Quality  is  Job  1. 


FORD  •  LINCOLN  •  MERCURY  • 
FORDTRUCKS  •  FORD  TRACTORS 


Look  into  Stone  Container 


-*:■  7J>&s&  ■'■  ■  :'r- 


Continuity  of  supply  Our  people  have  the 
commitment.  Our  customers  have  the  proof. 


Containerboard  and  kraft  paper  are  being  produced  at  near-maximum 
capacity.  Demand  is  increasing  daily  and  no  significant  new  capacity 
is  planned  Therefore,  continuity  of  supply  will  be  critical  through  1986. 

Stone,  with  the  world's  largest  capacity  in  these  products,  can  provide 
that  continuity  of  supply,  In  fact,  with  6  primary  mills  and  42  converting 
plants  nationwide,  producing  containerboard,  kraft  paper,  corrugated 
containers,  paper  bags  and  sacks,  and  flexible  plastic  packaging,  we 
are  the  world's  largest  corporation  devoted  exclusively  to  industrial 

~oughoui  our  organization  our  dedicated  employees  bring  form  and 
:tion  to  our  company  philosophy  of:  Innovation,  Quality  and  Service. 

~e  little  words,  one  big  commitment.  Our  people  have  it,  our  cus- 
get  it. 


■ 


Stone  Container  Corporation 

Innovation'  Quality  •  Service 


The  Up  &  Comer  300 

Company  /business 

Return  on  equity 
latest 
5-year          12 
average     months 

5- 

sales 

growth 

rate 

year 

EPS 

growth 

rate 

Sales' 
(mi!! 

Profits* 
ions) 

Book 

value 

per 

snare 

Long- 
term 
debt/ 
equity 

Price 

%  change 
recent         1984 

Latest  12  months 
EPS            P/E 

•   Intertherm 

heating  and  cooling  systems 

16.1% 

14.9% 

44% 

12% 

$83.4 

$3.4 

$6.89 

12% 

8 

-17% 

$1.03 

7.8 

•   Scope  Indus 

recycling  food  wastes 

16.0 

12.1 

3 

23 

31.9 

6.3 

28.33 

0 

36% 

0 

3.43 

10.8 

•   Equity  Oil 

oil  and  gas  explor  and  dev 

15.9 

16.5 

106 

14 

21.0 

5.8 

3.27 

0 

7 

-6 

0.54 

13.0 

•   Telecredit 

financial  senices 

15.9 

16.6 

223 

28 

70.8 

4.8 

5.83 

1 

25'A 

13 

0.97 

26.0 

•   Methode  Electronics  B 

electronics 

15.9 

18.7 

93 

24 

66.4 

3.2 

4.64 

28 

9% 

25 

0.87 

11.2 

•  Adv  Semicon  Mtls  Intl  NV 

equip  for  semiconductor  ind 

15.7 

16.3 

482 

67 

70.8 

5.2 

7.57 

4 

20 

-42 

1.24 

16.1 

•  Recoton                                     15.7 
home  entertainment  accessories 

17.0 

133 

64 

21.9 

1.4 

4.00 

15 

8'/8 

-21 

0.68 

11.9 

•  Allen  Organ  B 

musical  instruments 

15.6 

13.7 

43 

12 

19.4 

3.0 

33.55 

1 

45  !/2 

0 

4.60 

9.9 

•  FirsTier 

bank  holding 

15.6 

15.0 

114 

10 

109.1 

10.6 

46.39 

13 

43 

3 

6.98 

6.2 

•   Flexsteel  Industries 

furniture 

15.4 

17.4 

50 

13 

130.5 

7.7 

9.24 

17 

12'/2 

-21 

1.61 

7.8 

•   Heilig-Meyers                           15.4 
retail  furniture  and  furnishings 

14.6 

118 

14 

134.8 

10.0 

11.56 

43 

17% 

-15 

1.69 

10.6 

•   Coca-Cola  Btlng  Co  Consol 

soft  drinks,  food  svcs 

15.3 

15.4 

90 

11 

153.6 

7.5 

11.31 

8 

26% 

13 

1.75 

15.3 

•   Canandaigua  Wine 

wines 

15.3 

18.4 

120 

35 

78.5 

7.1 

19.30 

21 

27'/4 

-11 

3.56 

7.7 

•   Technitrol 
electronics 

15.3 

24.1 

40 

37 

32.4 

2.9 

7.34 

8 

10% 

-19 

1.77 

6.1 

•   Lamaur 
cosmetics 

15.2 

18.1 

166 

37 

82.4 

4.2 

5.72 

2 

15% 

-11 

1.04 

15.1 

•    AccuRay 

electrical  equipment 

15.2 

13.8 

62 

31 

116.5 

5.3 

10.32 

47 

19% 

-22 

1.43 

13.7 

•   Thomas  Nelson 

publishing 

15.2 

11.4 

196 

14 

61.5 

3.5 

4.88 

50 

10  Vi 

-6 

0.56 

18.8 

•   United  Cos  Financial 

insurance 

15.2 

11.2 

283 

■    12 

108.9 

6.2 

26.25 

3 

34% 

-2 

2.96 

11.6 

•   Cracker  Brl  Old  Ctry  Strs 

restaurants,  retail 

15.0 

12.6 

300 

17 

56.9 

2.7 

7.75 

48 

18% 

-14 

0.98 

18.6 

•   Mosinee  Paper 
paper  products 

15.0 

16.8 

102 

11 

129.5 

7.1 

10.69 

30 

13% 

-1 

1.80 

7.4 

•   Del  Laboratories 

cosmetics,  drugs 

14.9 

18.6 

81 

24 

75.6 

3.2 

15.57 

84 

31'/8 

25 

2.91 

10.7 

•  Wilmington  Trust 
bank 

14.8 

17.4 

107 

11 

184.5 

16.3 

26.11 

16 

38'/2 

22 

4.55 

8.5 

•   Genovese  Drug  Stores 

drugstores 

14.7 

20.9 

144 

37 

193.8 

39 

4.92 

57 

12% 

-25 

1.03 

12.5 

•   Lane  Co 
furniture 

14.7 

16.9 

93 

13 

227.0 

18.1 

24.25 

0 

37 

-3 

4.12 

9.0 

•   Security  American  Finl  Ent 

insurance 

14.7 

15.4 

122 

16 

18.7 

1.3 

7.31 

0 

7% 

15 

1.13 

6.9 

•   Mor-Flo  Industries 
heating  systems 

14.5 

20.2 

108 

38 

181.8 

5.4 

12.50 

98 

15% 

-11 

2.53 

6.3 

•   CCB  Financial 
bank  holding 

14.5 

15.4 

169 

11 

92.6 

8.6 

14.97 

2 

20% 

21 

2.32 

8.7 

•   Ripley 
electronics 

14.4 

14.6 

75 

80 

4.8 

0.3 

4.15 

2 

8!/2 

36 

0.61 

13.9 

•   Technology  (or  Commun 

telecommun  equip 

14.4 

11.0 

198 

26 

21.0 

4.0 

5.78 

5 

8'/4 

-55 

0.64 

12.9 

•   Utd  Carolina  Bancshares 

bank  holding 

14.4 

17.6 

166 

12 

122.2 

11.9 

15.39 

12 

21'/2 

3 

2.72 

7.9 

Frisch's  Restaurants 

restaurants 

14.3 

14.4 

37 

15 

125.6 

4.9 

15.33 

36 

31% 

1 

2.21 

14.2 

latest  fiscal  year     «New  addition  to  1984  Up  &  Comer  list. 

VM:  Not  meaningful. 

Sources:  Standard  &  Poor's;  William  O'Neil  &  Co.;  The  Unlisted  Market  Guide;  Forbes. 
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The  Up  &  Comer  Directory 

This  is  an  alphabetical  listing  of  The  Up  &  Comer  300.  It  shows  how 

these  growth-oriented  companies  rank  in  terms  of  sales, 

profits,  market  value  and  five-year  average  return  on  equity. 

The  directory  also  includes  the  location,  telephone  number 

and  stock  ticker  symbol  for  each  company,  as  well  as 

current  market  capitalization. 

Ticker 

Company 

City/State 

Telephone 

Market 

value 

(millions) 

sales 

profits 

market 
value 

5-year 

average 

ROE 

217 

269 

285 

124 

ACMT 

ACMAT 

Hartford,  CT 

(203)  289-6493 

$11.8 

174 

160 

55 

34 

ASKI 

ASK  Computer  Sys 

Los  Altos,  CA 

(415)  969-4442 

186.4 

101 

44 

70 

50 

ACIG 

Academy  Insurance  Group 

Valley  Forge,  PA 

(215)337-1400 

162.2 

94 

184 

155 

285 

ACRA 

AccuRay 

Columbus,  OH 

(614)  261-2000 

81.2 

276 

293 

299 

140 

ACRO 

Aero  Energy 

Ontario,  CA 

|714)  947-4100 

4.5 

200 

205 

219 

80 

ADGE 

Adage 

Billerica,  MA 

(617)667-7070 

45.4 

126 

147 

104 

129 

AAR 

Adams-Russell 

Waltham,  MA 

(617)894-8540 

127.8 

166 

187 

90 

275 

ASMIF 

Adv  Semicond  Mtls  Intl  NV 

Bilthoven,  Neth 

30-781836 

138.6 

212 

202 

177 

71 

ASY 

Advanced  Systems 

Arlington  Heights,  EL 

(312)981-1500 

70.3 

235 

286 

263 

219 

AESM 

Aero  Systems 

Miami,  FL 

(305)  871-1300 

22.4 

214 

212 

224 

75 

ARX 

Aeroflex  Labs 

Plainview,  NT 

(516)  694-6700 

41.9 

270 

278 

283 

49 

AFAP 

AFA  Protective  Sys 

New  York,  NY 

(212)  279-5000 

12.3 

258 

239 

248 

277 

AORGB 

Allen  Organ  B 

Macungie,  PA 

(215)966-2200 

30.9 

186 

174 

128 

173 

AHA 

Alpha  Industries 

Wobum,  MA 

(617)935-5150 

105.9 

197 

203 

257 

5 

ALMI 

Alpha  Microsystems 

Irvine,  CA 

(714)  957-8500 

25.7 

96 

22 

115 

68 

AINC 

American  Income  Life  Ins 

Waco,  TX 

(817)  772-3050 

117.8 

157 

99 

207 

8 

AFS 

Amfesco  Industries 

Plainview,  NY 

(516)  694-7272 

52.7 

17 

30 

6 

177 

ADI 

Analog  Devices 

Norwood,  MA 

(617)329-4700 

632.2 

79 

47 

57 

58 

ALOG 

Analogic 

Peabody,  MA 

(617)532-5660 

182.6 

41 

33 

22 

187 

ANDW 

Andrew  Corp 

Orland  Park,  IL 

(312)349-3300 

364.6 

10 

46 

56 

244 

AGL 

Angelica 

St.  Louis,  MO 

(314)991-4150 

185.2 

122 

176 

157 

95 

ATM 

Anthem  Electronics 

San  Jose,  CA 

(408)  946-8000 

79.6 

129 

140 

108 

190 

ADR.B 

Applied  Data  Research  B 

Princeton,  NJ 

(201)  874-9000 

126.3 

178 

154 

212 

172 

AIND 

Arnold  Industries 

Lebanon,  PA 

(717)274-2521 

50.4 

287 

231 

239 

161 

ASTR 

Astrosystems 

Lake  Success,  NY 

(516)328-1600 

33.5 

67 

126 

93 

87 

ATRC 

Atlantic  Research 

Alexandria,  VA 

(703)  642-4000 

137.1 

257 

270 

232 

41 

AUXT 

Auxco 

Maitland,  FL 

(305)  660-8400 

37.2 

93 

69 

20 

115 

AVAR 

Avantek 

Santa  Clara,  CA 

(408)  727-0700 

367.0 

60 

56 

133 

92 

AYD 

Aydin 

Horsham,  PA 

(215)657-7510 

100.5 

43 

48 

74 

256 

BKSO 

Bank  South 

Atlanta,  GA 

(404)529-4111 

154.6 

1  ""■" 

291 

295 

259 

BKNT 

Banker's  Note 

Marietta,  GA 

(404)424-1190 

6.6 

84 

96 

198 

BNTA 

George  Banta 

Menasha,  WI 

(414)  722-7771 

134.8 

62 

153 

75 

154 

BDM 

BDM  International  A 

McLean,  VA                        i 

(703)  821-5000 

154.3 

190 

117 

199 

160 

BRG 

Berg  Enterprises 

Iselin,  Nf 

(201)494-3200 

59.5 

284 

289 

290 

205 

BGPH 

Bishop  Graphics 

Westlake  Village,  CA 

(213)  991-2600 

9.7 

133 

60 

136 

255 

BHP 

Black  Hills  Power  &  Light 

Rapid  City,  SD 

(605)348-1700 

98.1 

"Latest  fiscal  year 
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OVER- 


LIGHT.      NIGHT. 
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NOW  YOU  CAN  SEND  MCI  MAIL 

ANYWHERE  IN  THE  U.S. 

INSTANTLY. 

There's  a  new  pace  of  business  today,  and  it's  called 
now.  It's  a  pace  that  can  even  make  overnight  couriers 
seem  slow.  MCI  MailSM  is  the  one  system  you  need  to 
handle  the  "now"  way  of  doing  business.  With  it,  you  can 
send  letters  and  documents  faster,  better  and  cheaper  than 
with  couriers.  And  all  you  need  is  the  equipment  that's 
probably  sitting  right  there  in  your  office. 

"How  do  I  send  MCI  Mail?" 
Simple.  We  give  you  a  private  password  which  you  use  to 
reach  us  through  your  personal  computer  or  any  device 
able  to  communicate  over  the  telephone.  Suddenly,  you 
can  send  mail  and  messages  to  anyone,  anywhere  in  the 
continental  U.S.  and  Hawaii. 

"It's  that  easy?" 
Yes.  You  can  send  mail  instantly  to  other  MCI  Mail 
customers.  They  can  read  it  instantly.  And  it  only  costs 
$1.00. 

"Suppose  I  want  to  send  mail  to  people  who  aren't 
hooked  up?" 

Still  easy.  Still  inexpensive.  Because  MCI  Mail  can  be 
delivered  to  anyone  — even  people  with  no  equipment 

•All  prices  are  for  the  first  MCI  Mail  "ounce" which  is  three  printed  pages.  OT 7,500  electronic 
characters  for  instant  delivery  Additional  "ounces" cost  $1.00  each,  regardless  of  the  delivery 
option.  See  service  guide  for  areas  served  and  limitations  on  liability 

£  1984  MCI  Digital  Information  Services  Corp. 
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at  all.  You  still  create  it  instantly,  it's  then  printed  on  fine 
quality  bond  paper,  and  delivered  to  the  address  you 
provide  according  to  your  option:  regular  mail,  usually 
arriving  in  a  day  or  two  for  $2;  guaranteed  overnight  by 
noon  for  $6;  or  to  major  U.S.  cities  in  4  hours  for  $25* 

"What  other  ways  can  I  use  MCI  Mail?" 
There  are  hundreds  of  them.  For  instance,  you  can  send 
letters  to  thousands  of  people  at  once.  Press  releases, 
invoices,  price  changes,  bids  and  more  can  all  be  sent 
instantly.  And  for  a  small  annual  fee,  you  can  personalize 
your  MCI  Mail  with  your  signature  and  letterhead. 

"OK,  what  does  it  cost  to  get  going?" 
Zip.  Sign  up  is  free.  No  monthly  service  charges,  no 
"connect  time" costs,  no  minimums.  You  only  pay  for  the 
mail  you  send.  And  of  course,  there's  no  cost  to  receive 
MCI  Mail. 

"How  come  I'm  still  reading  instead  of  calling?" 
Habit.  Which  is  why  you're  still  mailing,  telexing  and 
spending  a  fortune  on  overnight  couriers.  But  you  can  put 
an  end  to  all  that  now. 


MCI  Mail 

NOTHING'S  FASTER  THAN  NOW. 
800-MCI-2255 

In  Washington,  D.C.,  call  833-8484,  in  Hawaii,  545-2000. 


Can  a  copier 

be  so  friendly 

even  the  boss 

can  use  it? 


It  is  entirely  possible  that  a  boss,  even  a  chairman  of  the  board,  could  be  given 
instructions  as  simple  as  "push  these  two  buttons,"  and  cause  a  Kodak  copier  to 
perform  a  whole  series  of  complex  jobs.  Automatic  feeding.  Copying  on  both 
sides.  Inserting  colorful  cover  and  slip  sheets.  Collating,  stapling  and  stacking. 
Even  reloading  on  the  run.  With  two  buttons. 

Custom  preprogrammable  Kodak  copiers  are  that  easy,  and  that  fast,  to 
use.  Painstaking  human  engineer- 
ing is  part  of  the  reason  why.  So  is 
a  very  powerful,  very  friendly 
computer  that  assists  operators. 
Using  a  Kodak  copier  is  as 
easy  as  pushing  a  button  or  two. 
Getting  a  demonstration  is  as 
easy  as  calling,  or  sending  the 

coupon. 

1  800  44KODAK 

(1800  445-6325)  Ext  324 


Kodak 
copiers  can! 


Eastman  Kodak  Company 

CD4551 

Rochester.  NY  14650 

□  Please  send  me  details  on  the  latest  Kodak  copier-duplicators. 

□  Please  have  a  representative  call  for  an  appointment. 

Our  approximate  monthly  copy  volume 

Name Title 


Company- 
Address 

City 


-State- 


-Zip. 


Telephonei L 
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-Where  t 
profits 

Ticker 

Company 

City/State 

Telephone 

Market 

value 

(millions) 

sales 

market 
value 

5-year 

average 

ROE 

144 

240 

259 

262 

BCO 

Blessings 

Piscataway,  NJ 

(201)  457-0330 

$  24.3 

5 

15 

50 

191 

BLOCA 

Block  Drug  A 

Jersey  City,  Nf 

(201)434-3000 

198.1 

241 

189 

119 

31 

BLR 

Bolar  Pharmaceutical 

Copiague,  NY 

(516)842-8383 

115.8 

269 

267 

276 

188 

BWL 

Bowl  America 

Springfield,  VA 

(703)  941-6300 

15.2 

1 

11 

5 

228 

BW 

Brush  Wellman 

Cleveland,  OH 

(216)  443-1000 

648.5 

28 

34 

86 

84 

CPTC 

CPT  Corp 

Eden  Prairie,  MN 

(612)  937-8000 

143.9 

100 

167 

159 

180 

CMIC 

California  Microwave 

Sunnyvale,  CA 

(408)  732-4000 

76.1 

53 

86 

143 

153 

CAM 

Cameo 

Houston,  TX 

(713)  747-4000 

94.0 

34 

6 

14 

98 

CMW 

Canadian  Marconi 

Montreal,  Quebec,  Canada 

;514)  341-7630 

412.8 

149 

139 

208 

282 

CDG 

Canandaigua  Wine 

Canandaigua,  NY 

(716)394-3630 

52.0 

88 

198 

168 

4 

CRL 

Carrols  Corp 

Syracuse,  NY 

(315)424-0513 

72.5 

125 

109 

151 

296 

CCBF 

CCB  Financial 

Durham,  NC 

(919)683-7777 

84.8 

223 

279 

286 

79 

CRBRA 

Cerberonics  A 

Bailey's  Crossroads,  VA 

(703)  379-4500 

11.7 

4 

35 

28 

66 

CHRS 

Charming  Shoppes 

Bensalem,  PA 

(215)  245-9100 

334.1 

196 

256 

271 

175 

CHPK 

Chesapeake  Utilities 

Salisbury,  MD 

(301)742-1177 

18.9 

169 

181 

117 

171 

CHN 

Chilton 

Dallas,  TX 

(214)699-6111 

116.7 

61 

89 

131 

235 

CRCH 

Church  &  Dwight 

Piscataway,  NJ 

201)885-1220 

101.8 

248 

186 

113 

55 

CHYC 

Chyron 

Melville,  NY 

(516)694-7137 

121.6 

26 

23 

67 

214 

CITS 

Citizens  &  Southern 

Columbia,  SC 

(803)765-8011 

170.2 

59 

128 

102 

281 

COKE 

Coca-Cola  Bottling  Co  Consol 

Charlotte,  NC 

704)334-6851 

128.1 

90 

130 

218 

268 

COLM 

Columbus  Mills 

Columbus,  GA 

404)324-0111 

45.8 

224 

244 

254 

264 

COMR 

Comair 

Cincinnati,  OH 

606)  525-2550 

27.8 

180 

76 

35 

39 

CASH 

Comdata  Network 

Nashville,  TN 

615)385-0400 

272.2 

177 

83 

37 

132 

COMM 

Communications  Inds 

Dallas,  TX 

214)357-4001 

266.0 

216 

218 

194 

122 

CSH 

Communications  Systems 

Hector,  MN 

612)848-6231 

60.6 

71 

8 

1 

48 

CMY 

Community  Psych  Centers 

San  Francisco,  CA 

415)397-6151 

801.5 

294 

298 

296 

57 

CMUC 

Comp-U-Check . 

Southheld,  MI 

313)569-1448 

6.6 

107 

55 

39 

30 

CMPH 

Comprehensive  Care 

Newport  Beach,  CA 

714)  640-8950 

255.8 

137 

100 

61 

6 

CASI 

Computer  Associates  Intl 

lericho,  NY 

516)333-6700 

178.8 

192 

243 

236 

112 

CPTD 

Computer  Data  Systems 

Rockville,  MD 

301)921-7000 

34.4 

218 

253 

281 

150 

CHRZ 

Computer  Horizons 

New  York,  NY 

212)371-9600 

13.5 

175 

150 

76 

170 

CPRD 

Computer  Products 

Pompano  Beach,  FL 

305)  974-5500 

153.6 

168 

227 

221 

224 

CNR 

Conner  Homes 

Newport,  NC 

919)223-5121 

43.8 

31 

16 

29 

147 

CWD 

Conwood  Corp 

Memphis,  TN 

901)  761-2050 

332.7 

191 

245 

211 

288  > 

CBRL 

Cracker  Brl  Old  Ctry  Strs 

Lebanon,  TN 

615)  444-5533 

50.9 

45 

9 

2 

103 

CYR 

Cray  Research 

Mendota  Heights,  MN 

612)  452-6650 

762.5 

91 

41 

7 

28 

CUL 

Cullinet  Software 

Westwood,  MA 

617)329-7700 

599.4 

133 

260 

226 

21 

CYCR 

CyCare  Systems 

Dubuque,  IA 

319)556-3131 

40.8 

119 

164 

188 

135 

DDES 

Data-Design  Laboratories 

Cucamonga,  CA 

714)987-2511 

65.9 

211 

153 

151 

230 

105 

DBAS 

DBA  Systems 

Melbourne,  FL 

305)  727-0660 

39.1 

229 

244 

290 

DLI 

Del  Laboratories 

Farmingdale,  NY 

516)293-7070 

32.6 

274 

283 

284 

146 

DSG 

Designatronics 

New  Hyde  Park,  NY 

516)328-3300 

12.1 

243 

223 

203 

35 

DRAN 

Dranetz  Technologies 

Edison,  NJ 

201)287-3680 

56.2 

150 

1 78 

138 

14 

DRYR 

Dreyer's  Grand  Ice  Cream 

Oakland,  CA 

415)652-8187 

96.3 

"Latest  fiscal  year 

160 
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Efficiency 
Expert. . . 

ie  BAe  800  is  the  first  midsize  jet  to  carry  8 
cecutives  up  to  3400  miles  nonstop— with 
iserves,  luggage  and  a  fully-stocked  galley. 

xecutives  welcome  the  walkaround  freedom. 
io  need  to  squeeze  between  seats  or  clamber 
/er  major  structural  instrusions.  The  BAe  800 
the  only  midsize  jet  with  a  flat,  unobstructed 
Dor  and  uninterrupted  headroom. 


.ex- 


he  comfortable  cabin  is  incredibly  quiet, 
client   for    conversation,    working   groups, 
Mvacy.  Six  to  seven-hour  flights  are  more  com- 
'rtable,  less  tiring.  Smaller  aircraft  are  more 


the  most  efficient  business  jet  in  the  world. 


confining,  can  stifle  management's  in-flight 
freedom  and  productivity. 

The  BAe  800 's  cabin  is  designed  for  its  long- 
range  capability.  It  strikes  an  expert  balance  be- 
tween over-capacity  or  larger,  more  expensive 
jets— and  the  cramped,  inflexible  quarters  of 
lesser  ones.  An  efficient  balance,  since  the  big- 
ger aircraft  can  cost  twice  as  much  to  buy  and  fly! 

For  more  information,  call  your  nearest  BAe 
regional  office.  Or  write  Kenneth  C.  Spinney, 
Vice  President-Corporate  Marketing,  at  British 
Aerospace,  Inc.,  P.O.  Box  17414,  Dulles  Inter- 
national Airport,  Washington,  DC  20041. 


British  Aerospace,  Inc.  Offices  in  North  America: 

Washington,  DC  703/435-9100  •  Wilmington,  DE  302/322-8000  •  New  York  516/981-8000  •  Chicago  312/299-7000 

Houston  713/644-8000  •  Los  Angeles  714/756-0146  •  Mexico  City  525/596-29-39 
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-Where  they  rank- 


profits 


market 
value 


5-year 

average 

ROE 


Ticker       Company 


City/State 


Telephone 


latest  fiscal  vear 


Market 
value 

(millions) 


82 

2 

21 

9 

DRY 

Dreyfus  Corp 

New  York,  NY 

(212)  715-6000 

$366.0 

141 

115 

116 

183 

DUNK 

Dunkin'  Donuts 

Randolph,  MA 

(617)  961-4000 

117.3 

65 

79 

65 

67 

DYTC 

Dynatech 

Burlington,  MA 

(617)  272-3304 

174.0 

102 

90 

92 

212 

EDO 

EDO 

New  York,  NY 

(212)  445-6000 

137.5 

260 

217 

233 

149 

EAVN 

Eaton  Vance 

Boston,  MA 

(617)482-8260 

36.1 

259 

252 

246 

176 

EDCC 

Educational  Computer 

Orlando,  FL 

(305)  859-7410 

31.6 

264 

271 

253 

113 

EIPM 

EIP  Microwave 

Newport  Beach,  CA 

(714)  756-8171 

28.5 

205 

238 

220 

202 

ELDN 

Eldon  Industries 

Inglewood,  CA 

(213)  642-7716 

45.3 

159 

94 

94 

90 

ELRC 

Electro  Rent 

Santa  Monica,  CA 

(213)  452-3200 

136.3 

262 

248 

165 

211 

ELMG 

Electromagnetic  Sciences 

Norcross,  GA 

(404)  448-5770 

73.3 

147 

113 

46 

24 

ELEC 

Electrospace  Systems 

Richardson,  TX 

(214)  231-9303 

224.8 

121 

116 

156 

120 

EBF 

Ennis  Business  Forms 

Ennis,  TX 

(214)  875-6581 

80.2 

253 

171 

153 

272 

EQTY 

Equity  Oil 

Salt  Lake  City,  UT 

(801)521-3515 

82.3 

272 

220 

240 

206 

ESP 

Espey  Mfg  &  Electronics 

Saratoga  Springs,  NY 

(518)584-4100 

33.4 

185 

82 

51 

89 

ESCC 

Evans  &  Sutherland  Comp 

Salt  Lake  City,  UT 

(801)  582-5847 

194.0 

138 

161 

170 

182 

FAIR 

Fair  Lanes 

Baltimore,  MD 

(301)  788-6300 

71.5 

20 

49 

78 

107 

FRA 

Farah  Manufacturing 

El  Paso,  TX 

(915)  593-4444 

152.1 

23 

4 

42 

237 

FITB 

Fifth  Third  Bancorp 

Cincinnati,  OH 

(513)  579-5300 

235.6 

179 

112 

169 

104 

FIAMA 

First  American  Bank  &  Trust 

Lake  Worth,  FL 

(305)  582-2544 

71.7 

84 

64 

84 

233 

FBLA 

First  Bancshares  of  La 

Baton  Rouge,  LA 

(504)  389-3692 

145.4 

104 

85 

132 

278 

FRST 

FirsTier 

Omaha,  NE 

(402)471-1275 

101.0 

170 

103 

167 

257 

FIRO 

First  Ohio  Bancshares 

Toledo,  OH 

(419)  259-6806 

72.7 

27 

26 

41 

181 

FRRG 

First  Railroad  &  Banking 

Augusta,  GA 

(404)  823-2753 

243.6 

76 

124 

198 

279 

FLXS 

Flexsteel  Industries 

Dubuque,  IA 

(319)556-7730 

59.7 

143 

19 

13 

69 

FSI 

FlightSafety  Intl 

Flushing,  NY 

(718)565-4100 

458.4 

115 

62 

79 

178 

FLP 

Floating  Point  Systems 

Portland,  OR 

(503)  641-3151 

151.9 

161 

151 

166 

252 

FLBK 

Florida  Commercial  Banks 

Miami,  FL 

(305)  266-2600 

73.1 

256 

241 

158 

27 

FRX 

Forest  Laboratories 

New  York,  NY 

(212)421-7850 

76.8 

109 

54 

97 

249 

FRTH 

Fourth  Financial 

Wichita,  KS 

(316)  261-4444 

134.4 

245 

236 

174 

63 

FRR1 

Franklin  Resources 

San  Mateo,  CA 

(415)  570-3000 

70.6 

268 

234 

190 

72 

FEI 

Frequency  Electronics 

Mitchel  Field,  NY 

(516)794-4500 

62.8 

85 

192 

181 

300 

FRS 

Frisch's  Restaurants 

Cincinnati,  OH 

(513)  961-2660 

68.7 

282 

261 

261 

1 

GTSC 

GTS 

Houston,  TX 

(713)847-2951 

22.7 

29 

120 

227 

203 

GXY 

Galaxy  Carpet  Mills 

Elk  Grove,  IL 

(312)  593-0555 

40.4 

51 

80 

129 

254 

GAN 

Garan 

New  York,  NY 

(212)  563-2000 

103.8 

130 

204 

243 

145 

GHW 

General  Housewares 

Stamford,  CT 

(203)  325-4141 

32.8 

285 

277 

268 

260 

GMIC 

General  Microwave 

Farmingdale,  NY 

(516)  694-3600 

20.4 

215 

246 

258 

15 

GPHY 

General  Physics 

Columbia,  MD 

(301)694-3600 

25.1 

30 

219 

210 

292 

GDX 

Genovese  Drug  Stores 

Melville,  NY 

(516)420-1900 

51.7 

228 

265 

293 

12 

GBFH 

Georgia  Bonded  Fibers 

Newark,  NJ 

(201)642-3547 

7.8 

266 

129 

228 

118 

GEO 

Geothermal  Resources  Intl 

Menlo  Park,  CA 

(415)326-5470 

40.4 

42 

50 

32 

128 

GRB 

Gerber  Scientific 

South  Windsor,  CT 

(203)  644-1551 

306.9 

114 

106 

114 

155 

GLDC 

Golden  Enterprises 

Birmingham,  AL 

(205)326-6101 

120.7 

70 

188 

193 

227 

GAI 

Grand  Auto 

Oakland,  CA 

(415)  568-6500 

61.2 

162 
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Making  good  on  the  promises 
of  telecommunications. 


i 


UtLCT  JjBTGblJOIJG 


fhile  others  reflect 
the  future  of 
telecommunications, 
Centel  is  building 
networks  that  work 
today. 


We've  come  a  long  way  from  our 
days  as  Central  Telephone  & 
Utilities.  Today,  Centel  is  a  bil- 
lion dollar  telecommunications 
corporation.  But  over  the  years, 
our  corporate  strategy  has 
remained  the  same.  To  develop 
communication  networks  for 
now.  And  for  the  future. 

Centel  currently  operates 
local  digital  telephone  networks 
in  ten  states.  And  we're  invest- 
ing in  the  future  of  cellular 
mobile  telephones. 

We  also  design  and  service 
networks  that  capitalize  on  the 
latest  advances  in  business  com 
munications  technology.  Those 
that  combine  voice  and  data  in 
the  most  cost  effective  way. 


CENTEL 


Through  Centel  Cable  Tele- 
vision we  provide  services  to 
more  than  230  thousand  cus- 
tomers. And  Centel  is  an 
innovator  in  the  industry  with 
Videopath,  the  nation's  first 
two-way  switched  network  con- 
necting regional  cable  televi- 
sion companies. 

While  others  may  create 
only  expectations,  Centel  con- 
tinues to  create  networks  that 
make  good  on  the  promises  of 
telecommunications. 

To  find  out  how,  write  for  our 
Annual  Report:  Centel  Corpora- 
tion, Vice  President  Investor 
Relations,  Dept.  0,  5725  N.  East 
River  Road,  Chicago,  IL  60631. 


■  i 
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matket 
profits         value 

5-year 

average 

ROE 

Ticker 

Company 

City/State 

Telephone 

Market 
value 
(millions)    i 

sales 

33 

21 

16 

114 

GH 

John  H  Harland 

Decatur,  GA 

(404)  981-9460 

$397.3 

252 

255 

262 

126 

HATH 

Hathaway  Corp 

Denver,  CO 

(303 1  756-8301 

22.5 

171 

93 

24 

137 

HBOC 

HBO  &  Co 

Atlanta,  GA 

(404)  393-6000 

355.5 

75 

95 

123 

280 

HMY 

Heilig-Meyers 

Richmond,  VA 

(804)359-9171 

111.1 

22 

53 

105 

232 

HIBCA 

Hibernia  Corp  A 

New  Orleans,  LA 

(504)  586-5331 

127.3 

135 

163 

127 

142 

HUN 

Hunt  Manufacturing 

Philadelphia,  PA 

(215)  732-7700 

106.0 

263 

276 

279 

22 

INTO 

Initio 

Carson  City,  NV 

(702)883-2711 

14.1 

297 

295 

297 

261 

IDCC 

INTEK  Diversified 

Los  Angeles,  CA 

(213)  870-7665 

5.5 

127 

105 

98 

23 

INTS 

Intelligent  Systems 

Norcross,  GA 

(404)441-0611 

133.3 

237 

235 

162 

109 

INTR 

Intermec 

Lynnwood,  WA 

(206)  743-7036 

75.4 

162 

194 

118 

100 

ICLB 

International  Clinical  Labs 

Nashville,  TN 

615)  327-1025 

116.2 

108 

169 

195 

70 

INC 

International  Controls 

Thomaston,  CT 

(203)  283-8205 

60.2 

187 

107 

100 

25 

IGAM 

International  Game  Tech 

Reno,  NV 

(702)  323-5060 

131.6 

139 

228 

250 

270 

ITHM 

Intertherm 

St.  Louis,  MO 

(314)822-9600 

30.1 

25 

144 

161 

111 

KDI 

KDI 

Cincinnati,  OH 

(513)  272-1421 

75.6 

98 

214 

187 

134 

KASL 

Kasler 

Highland,  CA 

(714)884-4811 

66.6 

292 

292 

282 

143 

KVLM 

Kevlin  Microwave 

Wobum,  MA 

617)935-4800 

12.9 

81 

28 

9 

17 

KPH 

Key  Pharmaceuticals 

Miami,  FL 

(305)  652-2276 

535.5 

158 

121 

183 

32 

KROY 

Kroy 

Scottsdale,  AZ 

(602)  948-2222 

68.1 

13 

78 

83 

164 

KRUE 

WA  Krueger 

Scottsdale,  AZ 

(602)  948-5650 

148.4 

128 

146 

77 

230 

LTXX 

LTX 

Westwood,  MA 

(617)329-7550 

152.4 

140 

211 

179 

284 

LMR 

Lamaur 

Minneapolis,  MN 

(612)571-1234 

68.9 

7 

31 

52 

293 

LANE 

Lane  Co 

Altavista,  VA 

(804)  369-5641 

193.5 

288 

290 

291 

242 

LCOR 

Langley  Corp 

San  Diego,  CA 

619)264-3181 

8.0 

56 

137 

171 

240 

LARS 

Larsen  Co 

Green  Bay,  WI 

414)435-5301 

70.8 

12 

127 

201 

7 

LDBC 

LD  Brinkman 

Renville,  TX 

512)896-5111 

57.3 

46 

17 

26 

2 

LEE 

Lee  Enterprises. 

Davenport,  IA 

319)383-2202 

343.8 

40 

74 

31 

93 

LIEB 

Liebert 

Columbus,  OH 

(614)  888-0246 

307.4            , 

146 

254 

245 

238 

LCFS 

Lil'  Champ  Food  Stores 

Jacksonville,  FL 

904)  724-1661 

32.1 

86 

136 

148 

200 

LICIA 

Lilly  Industrial  Coatings  A 

Indianapolis,  IN 

317)634-8512 

88.2 

6 

18 

10 

40 

LIZC 

Liz  Claiborne 

New  York,  NY 

212)  354-4900 

501.6 

80 

166 

112 

223 

LGN 

Logicon 

Torrance,  CA 

213)  373-0220 

124.8 

68 

57 

25 

101 

LUB 

Luby's  Cafeterias 

San  Antonio,  TX 

512)654-9000 

347.4 

208 

237 

196 

194 

LUM 

Lumex 

Bay  Shore,  NY 

516)273-2200 

60.1 

66 

142 

176 

96 

LUR 

L  Luria  &  Son 

Miami  Lakes,  FL 

305)  557-9000 

70.5 

113 

191 

255 

61 

LYND 

Lynden 

Seattle,  WA 

206)  241-8778 

26.1 

145 

141 

124 

218 

MACD 

MacDermid 

Waterbury,  CT 

203)  575-5700 

108.2 

!93 

179 

49 

62 

MAX 

Matrix  Corp 

Northvale,  NJ 

201)  767-1750 

202.6 

188 

149 

126 

127 

MTRX 

Matrix  Science 

Torrance,  CA 

213)  328-0271 

106.3 

283 

275 

247 

20 

MDEX 

Medex 

Hilliard,  OH 

614)  876-2413 

31.6 

286 

287 

277 

236 

MDTA 

Megadata 

Bohemia,  NY 

516)  589-6800 

14.9 

289 

284 

164 

97 

MNTR 

Mentor 

Minneapolis,  MN 

612)  588-4685 

74.6 

172 

233 

217 

274 

METHB 

Methode  Electronics  B 

Chicago,  IL 

312)867-9600 

46.3 

295 

296 

294 

151 

MTRO 

Metro  Tel 

Syosset,  NY 

516)364-3377 

7.3 

latest  fiscal  year 
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'Everytime  I  read  another  rave  review  of  the 
Delco-GM/Bose  Music  System,  I  blush." 


Born  in  19^atM.I.T., 

Morgan  is  a  vim  member  of  the 

Delco-GM/Bose  Design  Team. 

"Have  you  read  how  the  critics  go  on 
about  the  Delco-GM/Bose  Music  System? 

"A  'concert  hall  on  wheels  . . .,'  raves 
Popular  Hot  Rodding.  If  your  car  is  this 
well-equipped,  you  won't  want  to  go 
home  again,'  declares  Chicago 
Magazine.  'It's  the  one  option  no  one 
should  go  without,'  claims  Motor  Trend. 
And,  get  this,  Popular  Science  goes  as 
far  as  to  say,  'it's  as  good  or  better  than 
the  best  home  systems.' 

"Mind  you,  I'm  not  the  type  to  let  this 
sort  of  uninhibited  praise  go  to  my  head. 
But  when  Stereo  Review  labels  it  a  'sonic 
paradise',  and  High  Fidelity  declares, 
The  performance  of  the  Delco-GM/Bose 
Music  System  was  astounding  ...  I  can't 
imagine  anyone  (buying)  one  of  these 


cars . . .  without  the  Music  System,'  the 
pride  simply  wells  up  inside. 

"Now  I  don't  expect  you  to  take  my 
word  for  it.  After  all,  Popular  Mechanics 
said  'you  have  to  hear  it  to  believe  it'. 

"So,  I  cordially  invite  you  to  visit  your 
Buick,  Oldsmobile,  Cadillac,  or  Chevrolet 
dealer  to  experience  the  Delco-GM/Bose 
Music  System.  Only  then  will  you  'believe 
every  rave  you've  read,  and  then  some" 
(Auto  Week). 


Morgan  helps  us  design 
a  different  Delco-GM/ 
Bose  Music  System  to 
match  the  individual 
acoustics  of  specific  GM 
car  models.  Each  system 
has  four  separate  speaker 
modules. 


Delco  B 


Sound  so  real,  it  will  change  how 
you  feel  about  driving. 


The  Up  &  Comer  Directory 

-Where  they  rank — 

market 
profits         value 

5-year 

average 

ROE 

Ticker 

Company 

City/State 

Telephone 

sales 

Market 

value 

(millions) 

111 

88 

30 

52 

MMIC 

Monolithic  Memories 

Santa  Clara,  CA 

(408)  970-9700 

$319.9 

37 

180 

229 

295 

MORF 

Mor-Flo  Industries 

Cleveland,  OH 

(216]  663-7300 

40.4 

77 

138 

180 

289 

MOSI 

Mosinee  Paper 

Mosinee,  WI 

(715)693-2111 

68.8 

57 

71 

142 

241 

MLTF 

Multibank  Financial 

Quincy,  MA 

(617)471-3800 

94.1 

213 

197 

33 

45 

MYLN 

Mylan  Laboratories 

Pittsburgh,  PA 

(412)  232-0100 

296.0 

39 

59 

63 

85 

NBI 

NBI 

Boulder,  CO 

(303)444-5710 

176.4 

225 

264 

265 

16 

NAN 

Nantucket  Industries 

New  York,  NY 

(212)  889-5656 

20.9 

279 

268 

274 

245 

NSSC 

Napco  Security  Systems 

Copiague,  NY 

(516)842-9400 

16.8 

142 

134 

109 

169 

NLCS 

National  Computer  Systems 

Eden  Prairie,  MN 

(612)  830-7600 

125.9 

54 

104 

60 

18 

NEC 

National  Education 

Newport  Beach,  CA 

(714)  546-7360 

179.0 

97 

96 

185 

265 

NSBK 

National  State  Bank 

Elizabeth,  NJ 

(201)354-3400 

66.7 

103 

132 

237 

217 

NWLIA 

National  Western  Life  Ins 

Austin,  TX 

(512)836-1010 

33.8 

231 

272 

288 

10 

AMTC 

Nature's  Sunshine  Products 

Spanish  Fork,  UT 

(801)  798-9861 

10.5 

204 

92 

11 

53 

NSCO 

Network  Systems 

Brooklyn  Park,  MN 

(612)425-2202 

501.4 

206 

232 

81 

106 

NGNA 

Neutrogena 

Los  Angeles,  CA 

(213)642-1150 

149.6 

72 

63 

38 

60 

NEBS 

New  England  Business  Svc 

Groton,  MA 

(617)448-6111 

258.6 

277 

182 

234 

121 

NZ 

New  Mexico  and  Arizona  Land 

Phoenix,  AZ 

(602)  266-5455 

36.0 

156 

183 

121 

141 

NYKR 

New  Yorker  Magazine 

New  York,  NY 

(212)  840-3800 

112.0 

234 

143 

48 

42 

NEWP 

Newport  Corp 

Fountain  Valley,  CA 

(714)963-9811 

205.7 

239 

215 

260 

168 

NFBC 

North  Fork  Bancorp 

Mattituck,  NY 

(516)298-8366 

23.2 

106 

108 

95 

131 

OSL 

O'Sullivan 

Winchester,  VA 

(703)  667-6666 

136.0 

220 

199 

184 

157 

OEA 

OEA 

Denver,  CO 

(303)  693-1248 

68.0 

173 

209 

172 

209 

OMH 

Oakwood  Homes 

Greensboro,  NC 

(919)  292-7061 

70.7 

117 

125 

36 

144 

OMT 

Ohio  Mattress 

Cleveland,  OH 

(216)522-1310 

268.5 

202 

118 

40 

184 

ORCO 

Optical  Radiation 

Azusa,  CA 

(213)  969-3344 

246.7 

300 

300 

300 

167 

OXEX 

Oxford  Exploration 

Denver,  CO 

(303)  572-3821 

2.6 

148 

81 

173 

88 

PSX 

Pacific  Scientific 

Anaheim,  CA 

(714)535-8141 

70.7 

3 

3 

3 

73 

PLL 

Pall 

Glen  Cove,  NY 

(516)  671-4000 

653.2 

89 

91 

111 

94 

PI 

Pandick  Inc 

New  York,  NY 

(212)  741-5555 

125.1 

195 

111 

137 

33 

PANS 

Pansophic  Systems 

Oak  Brook,  IL 

(312)  986-6000 

96.9 

273 

280 

280 

215 

PAK 

Park  Chemical 

Detroit,  MI 

(313)895-7215 

14.1 

160 

185 

135 

269 

PKE 

Park  Electrochemical 

Lake  Success,  NY 

(516)354-4100 

99.5 

9 

1 

8 

44 

PICN 

Pic'n'Save 

Carson,  CA 

(213)  537-9220 

567.7 

246 

148 

139 

3 

PIOG 

Pioneer  Group 

Boston,  MA 

(617)  742-7825 

96.0 

73 

75 

202 

166 

P)H 

Piper,  Jaffray 

Minneapolis,  MN 

(612)371-6111 

57.1 

219 

157 

209 

38 

PLEN 

Plenum  Publishing 

New  York,  NY 

(212)  620-8000 

51.8 

265 

213 

192 

56 

PIP 

Postal  Instant  Press 

Los  Angeles,  CA 

(213)653-8750 

61.9 

290 

193 

213 

248 

POY 

Prairie  Oil  Royalties 

Calgary,  Alberta,  Canada 

(403)231-0111 

50.2 

19 

177 

222 

201 

PFDR 

Preferred  Risk  Life  Ins 

West  Des  Moines,  IA 

(515)225-5000 

43.6 

36 

27 

29 

PDQ 

Prime  Motor  Inns 

Fairfield,  NJ 

(201)882-1010 

338.3 

95 

119 

141 

125 

PTNX 

Printronix 

Irvine,  CA 

(714)  863-1900 

95.2 

8 

27 

80 

199 

PROT 

Protective  Corp 

Birmingham,  AL 

(205)  879-9230 

149.7 

118 

61 

88 

43 

BTU 

Pyro  Energy 

Evansville,  IN 

(812)473-8600 

141.5 

48 

170 

160 

231 

PQB 

Quebecor 

Montreal,  Quebec,  Canada 

(514)  282-9600 

75.8 

latest  fisa 

166 
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!S  HAS  3  WAYS 
YOUR  MAILROOM  CAN    „ 
IMPROVE  YOUR  BOTTOM  LINE. 


^TAT^ 


*AhJv* 


P.  B.  METER 
SPECIMEN 


ELECTRONIC  SCALES  CALCULATE 

THE  CHEAPEST  WAY 

TO  GET  YOUR  MAIL  OUT. 

A  Pitney  Bowes  Electronic  Decision  Making 
Scale  can  take  the  guesswork  out  of  your  mail- 
room.  Whether  you're  mailing  letters  or  parcels 
these  scales  are  programmed  to  compute  the  least 

expensive  and  most  cost 
efficient  rates  available. 

And  because  they 
interface  with  your  post- 
age meter  and  parcel 
meter,  they  give  you 
total  control  of  all  your 
postal  charges  at  the 
touch  of  a  button. 

ONE  TOLL-FREE  CALL* 

REFILLS  YOUR  POSTAGE  METER 

IN  JUST  90  SECONDS  AND 

ELIMINATES  MAILROOM  DOWNTIME. 

It's  called  the  RMRS®  postage  meter  and  it's 
unique  to  Pitney  Bowes. 

When  you  use  it  with  your  Pitney  Bowes 
mailing  machine,  it  will,  of 
course,  seal  and  meter  stamp  all 
your  mail.  But  now  you'll  never 
have  to  worry  about  running 
out  of  postage  before  a  big  mail- 
ing or  late  in  the  day.  Because 
you'll  have  all  the  postage  you'll 
need  right  when  you  want  it. 

*A  small  charge  is  made  for  each  transaction. 


And  if  you  do  happen  to  run  out,  all  it  takes 
is  90  seconds  and  one  toll-free  call  to  get  your 
mailroom  back  in  business.  It's  our  way  of  letting 
your  mailroom  fill  up  on  postage  without  having 
anyone  leave  the  office,  which  is,  let's  face  it,  a 
total  waste  of  time. 

POST  MAILROOM  CHARGES  BY 
ACCOUNT  OR  DEPARTMENT. 

The  Pitney  Bowes  Electronic  Postage  Ac- 
counting System  is  cost  accounting  made  easy. 
You  get  a  printed  record  of  postage  expendi- 
tures, not  only  by  account  or  department,  but  by 
day,  week  or  month  as  well.  And  this  system  in- 
tegrates with  most  Pitney  Bowes  mailing  systems. 
Probably  even  the  one 
you  have  now. 

The  Electronic  De- 
cision Making  Scale,  the| 
RMRS  postage  meter 
and  the  Electronic 
Postage  Accounting 
System.  Innovations  from  Pitney  Bowes,  all  with 
excellent  leasing  terms  available.  And  all  created 
to  put  more  into  your  mailroom  so 
your  company  can  get  more  out  of  it. 

For  more  information  call 
toll-free  anytime  (except  Alaska 
or  Hawaii)  800-621-5199  (in 
Illinois  800-972-5855).  Or  write 
Pitney  Bowes,  1757B  Pacific  St., 
Stamford,  CT  06926-0700. 


ABSOLUTELY,  POSITIVELY 

H  Pitney  Bowes 


Over  700  sales  and  service  points  throughout  the  U.S.  and  Canada.  Mailing  Systems,  Copiers,  Dictating  and  Facsimile  Systems,  Business  Forms  and  Office  Supplies. 


There  are  two  kinds  of  telephones  in  this  world;  those  that 
are  wired  in  place,  and  those  that  go  where  people  go. 

Motorola  makes  the  second  kind.  And  we've  made  more  of 
them  than  any  other  company  in  the  world. 

And  now,  with  the  advent  of  cellular  service  and  the  excellent 
voice  transmission  it  brings,  Motorola  cellular  mobile  phones 
and  portables  are  entering  the  mainstream  of  American  life. 
You  see  them  in  cars,  boats,  trucks,  recreational  vehicles,  and 
even  pockets. 

Cellular  communications  technology  is  more  than  just  a  con- 
venience. It  opens  the  door  to  a  whole  new  way  of  living.  And 
it  has  the  capacity  to  serve  great  numbers  of  people.  We  see  a 
day  not  too  far  off,  when  you  will  regard  a  personal  telephone 
as  necessary  as  a  watch,  a  pen  or  pocket  calculator. 

And  this  technology  does  not  come  as  a  by-product  of  some 


c,  1984  Motorola  Inc.     Motorola  and  (M) 


of  Motorola,  Inc. 


)thqr  business.  Motorola  has  been  setting  the  standard  in  mobile 
communications  systems  for  decades.  Over  the  years,  we've 
3uilt  more  car  phones,  two-way  radios,  pocket  pagers  and  port- 
ible  cellular  telephones  than  any  other  company  in  the  world. 
If  you'd  like  to  find  out  how  Motorola's  tested,  perfected  and 
proven  cellular  technology  can  work  for  you,  call  1-800-367-2346. 


ellular  service  not  available  in  all  areas. 
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MAKE  THE  PHONi 

IS  THAT  DON'T  STAY  HOME: 
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sales 


-Where  they  rank- 


profits 


market 
value 


5-year 

average 

ROE 


Ticker        Company 


City/State 


Telephone 


Market 

value 

(millions) 


227 


249 


241 


253 


QUDC 


Quixote 


Chicago,  IL 


(312)467-6755 


$33.2 


58 


14 


19 


81         QUOT       Quotron  Systems 


Los  Angeles,  CA 


(213 


827-4600 


384.3 


230 


200 


215 


159        RADS         Radiation  Systems 


Sterling,  VA 


(703 


450-5680 


47.2 


250 


274 


266 


276 


RCOT 


Recoton 


Long  Island  City,  NY 


(212 


392-6442 


20.8 


132 


152 


146 


226 


RDKN 


Redken  Laboratories 


Canoga  Park,  CA 


(213 


992-2700 


89.7 


298 


297 


251 


266 


REIC 


Research  Industries 


Salt  Lake  City,  UT 


(801 


972-5500 


30.0 


296 


299 


298 


297 


RIPY 


Ripley 


Cromwell,  CT 


(203 


635-2200 


4.9 


181 


165 


134 


110        RNIC         Robinson  Nugent 


New  Albany,  IN 


(812 


945-0211 


100.0 


209 


175 


144 


51 


SFCD 


SafeCard  Services 


Fort  Lauderdale,  FL 


|305 


565-2131 


93.6 


47 


77 


59 


46 


SGB 


Safeguard  Business  Sys 


Fort  Washington,  PA 


(215 


641-5000 


179.2 


49 


45 


23 


91 


SK 


Safety-Kleen 


Elgin, IL 


(312 


697-8460 


362.5 


154 


66 


110 


13 


SAG 


Sage  Energy 


San  Antonio,  TX 


(512 


271-7200 


125.7 


240 


207 


189 


36 


STJM 


St  |ude  Medical 


St.  Paul,  MN 


(612 


483-2000 


65.9 


238 


224 


205 


247         SOCR         Scan-Optics 


Hartford,  CT 


(203 


289-6001 


54.9 


164 


101 


69 


221         SCIXF        Scitex  Corp  Ltd 


Herzlia,  Israel 


052- 


53555 


165.0 


226 


156 


186 


271 


SCP 


Scope  Industries 


Santa  Monica,  CA 


(213 


458-1574 


66.7 


184 


37 


54 


152 


SRB 


Scurry-Rainbow  Oil 


Calgary,  Alberta,  Canada        (403 


232-7100 


190.8 


261 


281 


289 


294 


SAFE 


Security  American  Finl  Ent 


Minneapolis,  MN 


(612 


333-1295 


9.9 


242 


222 


223 


65 


SLIC 


Security  Life  Ins  of  Georgia 


Macon,  GA 


(912 


746-2431 


43.0 


16 


12 


220 


SRV 


Service  Corp  International 


Houston,  TX 


(713 


522-5141 


467.2 


136 


196 


147 


243 


SEL 


Seton 


Newark,  N[ 


(201 


485-4800 


89.7 


244 


159 


154 


207         QPON        Seven  Oaks  International 


Memphis,  TN 


(901 


683-7055 


82.0 


18 


64        SMED        Shared  Medical  Systems 


Malvern,  PA 


(215 


296-6300 


648.7 


63 


25 


15 


165 


SIAL 


Sigma-Aldrich 


St.  Louis,  MO 


(314 


771-5765 


403.9 


203 


102 


140 


54 


SILN 


Silicon  General 


Garden  Grove,  CA 


(714 


892-5531 


96.0 


236 


250 


225 


185 


SOSI 


Sippican  Inc 


Marion,  MA 


(617 


748-1160 


41.8 


15 


58 


58 


250 


SJM 


JM  Smucker 


Orrville,  OH 


(216 


682-0015 


180.3 


210 


168 


149 


193 


SAGA         Software  AG  Systems  Group 


Reston,  VA 


(703 


860-5050 


86.1 


155 


52 


44 


78 


SWN 


Southwestern  Energy 


Fayetteville,  AR 


(501 


521-1141 


225.8 


69 


122 


125 


251 


SPA 


Sparton 


Jackson,  MI 


(517 


787-8600 


107.1 


221 


221 


200 


59 


SPDY         Spectradyne 


Richardson,  TX 


(214 


234-2721 


59.3 


267 


262 


238 


117        SPEC  Spectrum  Control 


Erie,  PA 


(814 


455-0966 


33.8 


207 


123 


43 


246        SMSC         Standard  Microsystems 


Hauppauge,  NY 


(516 


273-3100 


231.4 


21 


20 


47 


196 


SMP 


Standard  Motor  Products 


Long  Island  City,  NY 


(212 


392-0200 


221.5 


83 


12 


68 


267 


SWD 


Standard  Shares 


New  York,  NY 


(212 


697-4767 


169.6 


293 


273 


273 


108 


STKR 


Stocker  &  Yale 


Beverly,  MA 


(617 


284-3248 


17.3 


167 


172 


120 


136 


STRY         Stryker 


Kalamazoo,  MI 


(616 


381-3811 


115.0 


19 


32 


87 


263 


SFSI 


Sunwest  Financial  Svcs 


Albuquerque,  NM 


(505 


765-2525 


144.7 


251 


266 


275 


99 


SMIC         Superior  Mfg  &  Instr 


Long  Island  City,  NY 


(212 


932-1800 


16.2 


131 


225 


216 


186 


SCON        Syscon 


Washington,  D.C. 


(202 


342-4000 


47.2 


271 


285 


278 


148 


TSRI 


TSR 


Hauppauge,  NY 


(516 


231-0333 


14.5 


99 


155 


175 


216 


TBP 


Tab  Products 


Palo  Alto,  CA 


(415 


852-2400 


70.6 


291 


287 


119        TECN        Technalysis 


Minneapolis,  MN 


(612 


925-5900 


11.5 


163 


208 


252 


239 


TTI 


Technical  Tape 


New  Rochelle,  NY 


(914 


235-1000 


28.7 


"Latest  fiscal  year. 
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It  to  right:  Vice  Chairman  Avery  Rush, 
esident  J.  L.  Jackson,  and 
lairman  Bill  Bricker. 


he  conventional 
risdom  said, 
Oregon  has  no 
ydrocarbons.' 
diamond  Shamrock 
tut  its  ear  to  the 
arth ...  and  heard 
latural  gas." 


—  W.  H.  Bricker 
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Dr  67  years  Oregon  was  wild- 
Jtters'  hell.  More  than  200  wells 
I  came  up  dry.  Until  in  1979 
iamond  Shamrock  and  two  part- 
srs  tried  their  hand.  Using  some 
retty  high-tech  geoscience,  our 
<plorationists  hit  natural  gas  —  6 
illion  cubic  feet  a  day  of  it  —  at 
st  3000  feet.  And  Oregon's  long 
/drocarbon  famine  was  over. 

Today,  our  explorationists  are 
jccessfully  sharpshooting  for 
omestic  oil,  homing  in  on  pools 
lat  are  small  but  surprisingly  rich. 

Elsewhere,  to  be  sure,  Diamond 
hamrock  is  out  for  "elephants"  — 


the  vast  reservoirs  we  believe  lie 
underfrontiertractsfrom  the  Medi- 
terranean to  the  Orient.  But  we  also 
believe  there's  still  plenty  of  oil  and 
gas  pocketed  away  in  half-forgotten 
domestic  basins.  So  we  are  pro- 
ceeding —  sensibly,  it  seems  to  us 
—  on  both  fronts.  One  result:  We 
have  been  able  to  increase  total 
crude  oil  production  to  75,000 
barrels  a  day  while  increasing  our 
total  worldwide  reserves. 

All  of  which  means  nice  things 
for  Diamond  Shamrock  share- 
holders. Such  as  more  than  fifty 
years  of  uninterrupted  dividends. 


If  you  would  like  to  know  more 
about  this  resourceful  company  in 
oil  and  gas,  coal  and  chemicals; 
please  write:  Vice  President,  Cor- 
porate Communications,  717  North 
Harwood  Street,  Dallas,  TX  75201. 


<*> 


Diamond  Shamrock 

The  resourceful  company 


Why  companie 

when  it's  o 


wm. 


It's  not 
easy  to  break 
through  pre- 
conceived notions 

Yet  more  and 
more  blue-chip 
companies  are  coming 
to  the  conclusion  that, 
when  it  comes  to  large 
corporate  jets,  the  Canadair 
Challenger  601  is  the 
intelligent  choice. 

To  start  with,  it's 
remarkably  reliable.  The 
basic  airframe  has  now  logged 
over  20  million  miles.  And 
configurations  of  its  GE  engines 
have  flown  over  3  million  hours 
with  the  U.S.  military. 

But  the  real  advantages  of  this  jet 
come  from  its  advanced  design  — one  that 
many  organizations  believe  is  much  more 
in  tune  with  today's  business  needs. 

Logic,  not  emotion 

To  fully  appreciate  the  advanced 
design,  it's  necessary  to  cast  emotion  aside 
and  analyze  with  ice-cold  logic  exactly  what 
you  want  from  your  aircraft. 

You  want  intercontinental  range, 
of  course.  Challenger  601  has  it. 

Yet  you  also  want  low 
fuel  consumption 


over  both  long  and  short  distances. 
Challenger  has  that  too. 

You  want  a  wider  body  to  give  you  a 
comfortable  working  environment.  Challenge 
has  the  widest  body  of  any  corporate  jet. 
Yet,  despite  its  size,  it  shouldn't  be  noisy.  The 
Challenger  601  is  so  quiet  it  beats  the  new 
curfew  regulations  at  noise- sensitive  airports 

In  short,  you  want  a  hardworking  jet 
that  answers  your  needs  without  being 
ostentatious.  And  that's  the  Challenger  601. 

But  product  attributes,  no  matter  how 

well  thought-out,  are  only  part  of  the  story 

With  an  investment  of  this  magnitude, 

it's  vital  to  know  who  you're 
dealing  with. 


ES 


hoose  Challenger 


tie  obvious  choice. 


2anadair's  aerospace 
xperience 

As  one  of  North  America's  leading 
srospace  corporations, Canadair  produces  an 
^tensive  roster  of  defense  and  commercial 
roducts,  in  addition  to  the  Challenger. 

These  include  the  world's  leading 
nmanned  airborne  surveillance  system  for 
se  with  NATO  forces;  the  world's  most 
ffective  firefighting  aircraft;  plus  major 
rcraft  components  for  companies  such  as 
Boeing,  Lockheed  and 
McDonnell  Douglas. 


Today,  we  offer  you  a  strong  new 
commitment  for  the  future. 

In  practical  terms,  this  means 
complete  on-going  product  support. 
It  means  the  finest  after-sales  service. 
And  it  means  the  security  of  knowing 

you're  making  a  first-rate,  logical 
business  decision. 

For  more  information, 
write  Charles  G.  Vogeley 
President  and  Chief  Executive 
Officer,  Canadair  Challenger 
Inc.,  274  Riverside  Ave.] 
Westport  CT  06880, 
or  call  (203)  226-1581. 


■  •  i  i 


[otal  commitment  from  the  new  Canadair. 


The  Up  &  Comer  Directory 

-Where  t 
profits 

Ticker 

Company 

City/State 

Telephone 

Market 

value 

(millions 

sales 

market 
value 

5-year 

average 

ROE 

222 

242 

264 

283 

TNL 

Technitrol 

Philadelphia,  PA 

(215)426-9105 

$  21.8 

254 

216 

256 

298 

TCII 

Technology  for  Commun 

Mountain  View,  CA 

(415|961-9180 

25.8 

165 

195 

103 

273 

TCRD 

Telecredit 

Los  Angeles,  CA 

(213)277-4061 

128.0 

78 

98 

99 

133 

TFX 

Teleflex 

Limerick,  PA 

(215)948-5100 

132.6 

134 

65 

45 

47 

TLAB 

Tellabs 

Lisle,  IL 

(312)969-8800 

225.8      1 

183 

226 

206 

286 

TNEL 

Thomas  Nelson 

Nashville,  TN 

(615)  889-9000 

53.7 

64 

40 

62 

19 

TM 

Thompson  Medical 

New  York,  NY 

(212)688-4420 

176.8 

198 

259 

267 

204 

TDD.B 

Three  D  Departments  B 

East  Hartford,  CT 

(203)  569-6720 

20.5 

189 

173 

82 

179 

TIX 

Timeplex 

Rochelle  Park,  N( 

(201)368-1113 

148.8      I 

278 

257 

269 

26 

TRNT 

TransNet 

Union,  NJ 

(201)688-7800 

20.2 

112 

110 

182 

102 

TT 

TransTechnoIogy 

Sherman  Oaks,  CA 

(213)  990-5920 

68.4 

255 

258 

270 

116 

TRON 

Trion 

Sanford,  NC 

(919)  775-2201 

19.3 

182 

73 

145 

130 

TUR 

Turner  Corp 

New  York,  NY 

(212)878-0300 

93.0 

55 

24 

66 

258 

USVC 

USLICO 

Washington,  DC. 

(202)  298-7580 

171.3 

152 

133 

191 

163 

USTB 

UST 

Boston,  MA 

(617)  726-7000 

62.8      ' 

247 

210 

150 

189 

UTLC 

UTL 

Dallas,  TX 

(214)350-7601 

85.8 

151 

190 

85 

139 

ULTR 

Ultrasystems 

Irvine,  CA 

(714)863-7000 

145.2 

14 

131 

204 

77 

UNFI 

Unifi 

Greensboro,  NC 

(919)294-4410 

55.6 

232 

230 

235 

229 

UAP 

United  Aircraft  Prods 

New  York,  NY 

(212)  758-8970 

35.5 

74 

68 

101 

156 

UBAZ 

United  Bancorp  of  Arizona 

Phoenix,  AZ 

(602)  248-2200 

128.8 

87 

70 

130 

299 

UCAR 

United  Carolina  Bancshares 

Whiteville,  NC 

(919)642-5131 

102.7      i 

105 

158 

214 

287 

UCF 

United  Cos  Financial 

Baton  Rouge,  LA 

(504)  924-6007 

48.8 

280 

263 

249 

82 

UM 

United  Medical 

Haddonheld,  NJ 

(609)  354-2200 

30.6 

11 

10 

53 

208 

UMSB 

United  Missouri  Bancshares 

Kansas  City,  MO 

(816)283-1100 

193.1 

52 

39 

17 

158 

UTR 

Unitrode 

Lexington,  MA 

(617)861-6540 

390.1 

50 

87 

122 

197 

VAL 

Valspar 

Minneapolis,  MN 

(612)332-7371 

111.5 

194 

135 

107 

123 

VELCF 

Velcro  Industries  NV 

Netherlands  Antilles 

(603)  625-2992 

127.1 

44 

51 

73 

86 

VRB 

Verbatim 

Sunnyvale,  CA 

(408)  245-4400 

155.5 

229 

247 

231 

162 

VRSA 

Versa  Technologies 

Racine,  WI 

(414)  554-7575 

37.4 

201 

162 

163 

210 

VSH 

Vishay  Intertechnology 

Malvern,  PA 

(215)644-1300 

75.3 

299 

294 

292 

225 

VRTX 

Vortec 

Cincinnati,  OH 

(513)891-7474 

8.0 

199 

114 

71 

11 

WDFC 

WD-40 

San  Diego,  CA 

(619)275-1400 

161.0 

2 

29 

34 

174 

wcs 

Wallace  Computer  Services 

Hillside,  IL 

(312)626-2000 

290.8 

281 

282 

272 

195 

WSO.B 

Watsco  B 

Hialeah,  FL 

(305)  885-1911 

17.6 

32 

42 

89 

222 

WST 

West  Co 

Phoenixville,  PA 

(215)935-4500 

140.4 

110 

201 

178 

213 

WEI 

Wherehouse  Entertainment 

Gardena,  CA 

(213)538-2314 

69.6 

176 

72 

152 

74 

WHT 

Whitehall  Corp 

Dallas,  TX 

(214)247-8747 

83.4 

35 

67 

106 

192 

WILLB 

John  Wiley  &  Sons  B 

New  York,  NY 

(212)  850-6000 

127.2 

36 

43 

72 

291 

WILM 

Wilmington  Trust 

Wilmington,  DE 

(302)651-1000 

156.3 

38 

13 

18 

76 

XIDX 

Xidex 

Mountain  View,  CA 

(415)965-7350 

384.5 

116 

145 

242 

83 

YNK 

Yankee  Oil  &  Gas 

Cohasset,  MA 

(617)383-1500 

33.0 

92 

38 

91 

37 

ZNAT 

Zenith  National  Insurance 

Encino,  CA 

(213)  990-9300 

138.5 

123 

97 

64 

138 

ZRO 

Zero 

Burbank,  CA 

(818)  846-4191 

174.2 

124 

206 

197 

234 

ZOND 

Zondervan 

Grand  Rapids,  MI 

(616)  459-6900 

60.0 

"Latest  fisc; 

1  yeai  - 
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DON  BANKARD,  PROCESSING  SECTION  SUPERVISOR,  PG&E 


"ZIP+4  codes 
will  save 
Pacific  Gas  & 


Electric  Company 
$200,000  this  year." 


r 


MAIL  THIS  COUPON  TO  SEE  HOW  YOUR  COMPANY  CAN  SAVE,  TOO. 


PG&E  was  one  of  the  first  companies 
to  convert  to  ZIP+4  codes— the  Postal 
Service's  9-digit  system  for  First-Class 
Mail?  Now  its  once-a-month  mailing  to  4 
million  customers  is  made  at  considera- 
ble savings.  "About  $18,000  a  month," 
Mr.  Bankard  explained,  "is  purely  ZIP+4 
savings.  That's  on  top  of  our  Presort 
savings." 

As  for  the  conversion,  "we  contracted 
it  out.  And  got  it  done  for  less  than  ex- 
pected. All  the  conversion  costs  will  be 
paid  back  in  only  3  months." 

Find  out  how  the  ZIP+4  program  can 
work  for  you.  Complete  this  coupon.  For 
immediate  assistance  or  the  number  of  a 
local  postal  customer  service  repre- 
sentative, call  1  800  842-9000,  ext.  349. 


Please  check  your  line  of  business: 

□  Insurance,  D  Banking,  D  Manufacturing, 
D  Securities,  D  Utilities,  D  Education, 

D  Retail,  □  Government,  □  Publishing, 
D  Service  Company,  D  Other.  And  check 
your  yearly  First-Class  Mail  volume: 

□  Up  to  10,000,  □  10,001-50,000,  D  50,001- 
100,000,  D  100,001-1,000,000,  D  1,000,000+ 

U.S.  Postal  Service,  Regular  Mail  Services 

P.O.  Box  2999 

Washington,  D.C.  20013-2999 

Name 


Title. 


.Company. 


Address. 

City 

State 


.ZIP. 


ySJE 


ziPm 


ADDRESSING  TOMORROW  TODAY. 


USPS  1984 


Children  s  Television  Workshop,  which  gave 
us  Sesame  Street  in  1969,  still  talks  like  the 
1960s.  But  now  it  thinks  like  the  1980s. 


Big  Bird 
cashes  in 


By  Paul  B.  Brown 
and  Maria  Fisher 


Children's    Television    Work- 
shop is  now  16,  and,  like  many 
adolescents,  it  talks  about  eth- 
ics and  keeps  asking  for  money. 

Joan  Ganz  Cooney,  president  of 
CTW,  a  nonprofit  corporation,  may 
not  have  changed  her  1960s-era  public 
posture,  of  which  some  samplings: 

"We  should  not  be  going  down  to 
the  Congress  begging  for  money  to  do 
science  and  math  for  children.  They 
should  be  coming  to  us  and  saying, 


'What  can  you  do?'  We  should  be  like 
a  Defense  Department  contractor." 

On  children  and  capitalism:  "I 
don't  think  anyone  believes  the  free- 
enterprise  system  is  going  to  take  care 
of  children  and  their  education.  Chil- 
dren have  the  wrong  demographics. 
They're  illiterate,  unemployable  and 
have  empty  pockets." 

On  fundraising:  "We  wish  we  could 
make  more  money  legitimately  on 
the  children's  behalf.  My  dream  was 
that  we  would  make  enough  money, 
or  that  some  benefactor  would  leave 
us  enough,  so  we  could  become  our 


own  foundation." 

But  beneath  that  surface,  CTW— 
which  aired  the  first  Sesame  Street  15 
years  ago  this  month — has  changed.  It 
is  now  a  rapidly  expanding  small  com- 
pany (revenues  in  the  fiscal  year  end- 
ed in  June  were  up  45%,  to  $54  mil- 
lion) that  is  going  after  the  kiddie 
market. 

Consider: 

•  In  the  lucrative  Saturday  morning 
TV  arena,  CTW  is  developing  an  ani- 
mated program  with  CBS.  It  is  also 
developing  other  programs  with  Taft 
Entertainment. 

•  Sesame  Street  character  licensing  is 
now  a  $200  million  business  at 
wholesale.  CTW  licenses  more  than 
1,700  items  (its  royalty  is  about  7%  of 
wholesale),  including  40  software  ti- 
tles, produced  by  a  staff  of  in-house 
programmers. 

•  Big  Bird  is  about  to  become  a  | 
movie  star.  While  Jim  Henson,  cre- 
ator of  the  Muppets  characters  fea- 
tured on  Sesame  Street  (see  box,  p.,  182), 
has  had  four  hit  movies,  CTW  has 
stayed  solely  with  television.  But  no 
longer.  The  filming  of  Sesame  Street 
Presents:  Follow  That  Bird  was  recently 
finished  in  Toronto,  and  the  movie  is  • 
scheduled  to  be  distributed  nationally 
next  year. 

The  movie  was  filmed  in  Canada, 
say  CTW  officials,  to  take  advantage 
of  good  weather.  But  they  add,  almost 
sheepishly,    that    the    strong    dollar  | 
made  it  a  lot  cheaper. 

What  happened  to  the  nonprofit  I 
educational  foundation  that  talked  | 
about  having  a  social  contract  with 
the  parents  of  children  who  watched 
CTW's  lineup:  Sesame  Street  (for  chil- 
dren up  to  6  years  old),  The  Electric 
Company  (for  the  7-to-10  set)  and  3-2- 
1,  Contact  (a  science  show  for  8-to- 12- 
year-olds)? 

It's  still  there,  in  spirit.  A  large  per- 
centage of  the  people  who  went  to 
work  for  CTW  back  in  1969  remain 
with  it.  They  still  wince  if  you  call 
the  corporations  that  donate 
to  CTW  sponsors.  "They  are 
underwriters,"     you     are 
told  firmly.  They  still 
talk  like  do-gooders 
but  are  now  much 
more  up-front  about 
doing  good  for  them- 
selves as  well. 

"They've  realized 
they    can    do    good 
work  in  a  commer- 
cial   format,"    says 
Judy  Price,  CBS  vice 
president  for  children's 
programming,   who  will 
pass  judgment  on  CTW's  com- 
mercial effort  this  year.  "The  holi- 
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AT&T  Card  Caller 


AT&T  COMMUNICATIONS 

READY  TO  SERUE  YOU 

FOR  THE  FOLLOWING  CALLS 


AT&T  CARD 

CALLING  CARD 

COLLECT 

808  TOLL  FREE 

DIRECTORY   ASSISTANCE 

EMERGENCY 


LIFT   HANDSET   FOR   INSTRUCTIONS 


Meet  AT&T's  Newest  Public  Phone, 
flie  Advantage  Is  Plain  lb  See. 


It's  the  AT&T  Card  Caller — the  fastest,  most  efficient 
way  to  call  anyone,  anywhere. 

Just  insert  your  AT&T  Card  for  the  lowest  AT&T 
Long  Distance  rates  from  a  public  phone.  Of  course,  you 
can  also  use  your  local  telephone  company  card  number  for 
equally  low  rates  or  dial  the  AT&T  Operator  for  other 
types  of  calls.  And  remember,  all  your  Collect, 
Third-Party  and  AT&T  Card  calls  add  credits  to  the 
Opportunity  Calling5"  Program. 

A  video  display  gives  you  step-by-step  calling 
instructions  in  up  to  four  languages.  And  when  you 
use  your  AT&T  Card,  the  phone  records  your  billing 
information  automatically.  What's  more,  the  "New 
Call"  button  lets  you  make  as  many  calls  as  you  like 
without  hanging  up. 

So  look  for  the 
AT&T  Card  Caller 
at  major  airports 
and  hotels.  And  see 
for  yourself  why 
it's  the  best  way  to 
call  anywhere. 


AT&T 


>  1984  AT&T  Communications 


Cafeteria  or  Cafe  Royale? 


Enjoying  the  great  food  and 
ambiance  of  an  exclusive  restau- 
rant can  be  one  of  the  many 
rewards  of  business  success.  Im- 
prove your  chances  to  attain  that 
success  with  Dow  Jones  News/ 
Retrieval®.  It's  one  way  to  be 
certain  you  have  reliable  facts, 
news  and  insights  necessary  to 
make  the  right  management  de- 
cisions. To  help  you  in  your  drive 
for  career  advancement. 

Only  Dow  Jones  News/Retrieval 
gives  you  instant  electronic  access 
to  The  Wall  Street  Journal, 
Barron's  and  the  Dow  Jones 
News  Service. 

Overall,  you'll  find  a  wide 
variety  of  high-quality  data  bases 
that  transform  the  power  of  your 
personal  computer  into  high- 


powered  business  and  financial 
reports.  Plus,  you  get  corporate 
analyses,  economic  forecasts, 
industry  trends  and  exclusive 
Dow  Jones  Current  and  Historical 
Stock  Quotes  that  are  continuous- 
ly monitored  for  accuracy  by 
our  staff. 

Best  of  all,  Dow  Jones  is  a  re- 
spected publisher  of  information, 
not  just  a  re-seller.  That's  why 
only  Dow  Jones  gives  you  the 
accuracy  and  authority  you  can 
count  on,  every  business  day. 

As  smart  managers  everywhere 
have  discovered,  there's  only  one 
Dow  Jones. .  .and  only  one  Dow 
Jones  News/Retrieval.  Call  now 
and  discover  the  difference  it 
can  make  for  you. 


DOW  TONES 


® 


Copyright  ©    1984  Dow  Jones  4  Company,  Inc  All  Rights  Reserved 
Dow  Jones  News/Retrieval*  is  a  registered  trademark  of  Dow  Jones  &  Company.  Inc. 


FOR  FULL  DETAILS,  CALL  800  345  8500,  EXT.  49 


Alaska,  Hawaii  and  foreign,  call  1-215-789-7008,  Ext.  49 


er-than-thou  attitudes   have   shifte 
with  time  and  necessity." 

The  necessity  stems  from  the  unr< 
liability  of  CTW's  traditional  sourci 
of  money.  While  CTW  provides  som 
17%  of  the  shows  seen  on  the  Publi 
Broadcasting  System,  the  financial! 
strapped  network  provides  5%  ( 
CTW's  budget.  Federal  funding  is  e: 
ratic.  It  accounted  for  about  3%  ( 
CTW  revenues  in  1982,  nothing  i 
1983  and  about  13%  in  the  year  ende 
June  30. 

Corporate  funding  is  equally  trick? 
"Companies  worry  they  won't  be  ah 
to  get  out,  once  they  start  to  fund  us 
says  Robert  A.  Hatch,  CTW  vie 
president.  That  makes  sense.  If  Mob 
were  to  stop  funding  Masterpiec 
Theatre  on  PBS,  adults  would  undo 
stand.  But  it  would  be  hard  to  explai 
to  a  3-year-old  why  her  favorite  telev 
sion  program  is  no  longer  on.  Ur 
happy  3-year-olds  are  a  public-rehi 
tions  problem. 


"They've  realized  they 
can  do  good  work  in  a 
commercial  format, " 
says  Judy  Price,  CBS  vice 
president  for  children's 
programming.  'The 
holier-than-thou  attitudes 
have  shifted  with  time 
and  necessity." 


The  decision  to  become  more  clean 
ly  commercial  is  made  easier  b* 
changing  demographics.  As  the  memi 
bers  of  the  so-called  baby-boom  gen 
eration  have  learned  to  stop  worryin 
and  love  moneymaking,  so  are  the 
willing  to  let  Children's  Television 
Workshop  do  the  same.  That  mean 
cash  for  CTW. 

As  perhaps  befits  its  tax-exemp 
status,  CTW  markets  its  educationa 
toys,  games,  books  and  software  witl 
a  decorous  avidity.  "We  have  dom 
focus  groups  [or  market  research], 
says  David  V.B.  Britt,  a  former  banke 
who  is  now  CTW's  executive  via 
president.  The  research  reveals  tha 
parents  do  credit  the  organizatioi 
with  an  "unwillingness  to  exploit  thi 
relationship  between  CTW  and  thei 
children  for  the  benefit  of  our  com 
mercial  activities." 

And  the  soft  sell  pays  off.  Instead  o 
milking  licensing  arrangements  fo: 
all  they  were  worth,  CTW  was  cau 
tious  when  Sesame  Street  first  hit  it  bij 
the  1970s.  As  a  result,  CTW  ha: 


# 


in 
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been  able  to  expand  its  licensing  pro 
gram,  while  such  characters  as  th< 
Smurfs  (Forbes,  Nov.  8,  1982)  havt 
long  since  peaked. 
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You  spend  enough  money 
correcting  mistakes. 

Why  not  spend  a  little 
preventing  them? 


NSe" 


An  innocent  typo  here,  an 
;extra  zero  there,  a  lost  invoice 
on  your  most  important 
'account,  and  oops! 

Sure  it  was  only  a  little 
imistake. 

A  little  mistake. 

Think  about  that  for  a 
'second.  Then  think  about 
;what  the  sum  total  of  all  those 
little  mistakes  can  be. 

Staggering. 

In  fact,  they  cost  Ameri- 
an  industry  billions  of  dollars 
ach  year. 

But  more  important  to 


you,  how  much  do  they  cost 
your  business?  Hundreds? 
Thousands? 

And  what  do  you 
plan 
to  do 
about  it? 
We  have  a 
solution:  music 
created  by  Muzak. 
Our  music  gets  to  the 
heart  of  the  problem  not  by 
covering  up  the  symptoms,  but 
by  treating  the  causes  of  mis- 
takes: stress,  boredom,  fatigue. 

That's  because  our  music 
is  a  unique  sound  environ- 
ment designed  to  make  peo- 
ple feel  more  at  ease,  ena- 
bling them  to  think  better 
and  work  better.  Without 
working  harder. 

Which  adds  up  to  substan- 
tial savings  for  an  amazingly 
small  investment. 

Take  the  case  of  one 
large  company  that  reduced 
mistakes  in  its  shipping  de- 
partment by  16%.  Or  the 
utility  company  that  reduced 
errors  in  its  data  processing 


department  by  37%. 

They  found  what  thou- 
sands of  other  smart  compa- 
nies have  found:  our  service 
is  a  valuable  business  tool  that 
saves  money  by  helping  em- 
ployees reach  their  potential. 

Call  Muzak  at  1-800-323- 
1000,  or  write  to: 
Muzak 

P.O.  Box  619860 
Dallas,  TX  75261-9990 

We'll  show  you  exactly 
where  and  how  our  music  can 
reduce  errors  in  your  com- 
pany, whether  you  have  10  or 
10,000  employees. 

Make  no  mistake  about  it. 


MUZAK 


Sound  Business  Solutions5 


GROUP 


W 


WESTINGH0USE  BROADCASTING  AND  CABLE.  INC 


:  94  Muzak 

I  AK  is  a  registered  trademark  and  service  mark  of  Muzak,  a  unit  of  Group  W 


How  Bodine  can  help  you  turn 
your  new  product  into  a  profitable  one. 

If  you're  about  to  spend  a 

lot  of  money  on  a  new 

product,  spend  a  little  time 

with  Bodine.  We  can  help 

you  make  your  product 

profitable  by  helping  you  make  it 

more  efficiently. 

Specifically,  Bodine  will  work  with 
your  engineers  to  make  your  product  suitable  for  the  lat- 
est in  automated  assembly  techniques  and  Bodine  auto- 
mated assembly  machines. 

Using  our  machines,  you  can  cut  direct  manufac- 
turing costs,  including  the  cost  of  hiring,  training,  and 
paying  assembly  personnel.  You  can  also  reduce  in- 
process  and  finished  goods  inventory  costs.  Because  a 
Bodine  machine  can  put  together  more  products  in  less 
time  with  a  lot  fewer  mistakes  than  even  the  best  assem- 
bly crew.  And  you  can  save  on  warranty  and  liability 
costs.  Because  a  Bodine  machine  can  automatically 
inspect  all  your  parts  while  it's  assembling  them. 

The  result  is  a  better  quality  product  for  less.  And 
that's  the  kind  of  thing  that  everyone  will  buy.  For  details 
call  Frank  Riley  at  (203)  334-3107  or, 
write  for  our  brochure.  The  Bodine 
Corporation,  317  Mountain  Grove 
Street,  Bridgeport,  CT  06605.  assembly  systems 
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How  Bodine  can  help  you  turn 
your  old  product  into  a  profitable  one, 

If  you're  looking  for  a  way 
to  make  your  product  more 
profitable,  look  at  the  way- 
it's  designed.  Chances  are 
it  was  designed  in  the  days 
when  labor  was  cheap  and  as- 
sembly techniques  inefficient. 

Now  show  your  product  to  Bodine. 
We'll  show  you  how  you  can  modify  it  to  take  advantage 
of  automated  assembly.  In  most  cases,  design  changes 
will  be  really  small.  But  the  savings  can  be  really  big.  In 
fact,  the  Bodine  assembly  machine  can  actually  reduce 
your  assembly  costs  by  as  much  as  95%. 

A  Bodine  system  will  also  give  you  100%  inspec- 
tion of  all  parts.  So  you  not  only  drastically  reduce  assem- 
bly costs,  but  warranty  liability  and  field  service  costs. 

You  even  save  on  inventory  costs.  Because  a 
Bodine  machine  is  so  efficient,  it  can  lower  both  in- 
process  parts  and  finished  goods  inventory  levels  while 
it  increases  your  production  capability. 

If  you  want  to  make  your  product  more  profitable, 
make  it  with  a  Bodine  machine.  For  complete  details 
call  Frank  Riley  at  (203)  334-3107  or 
write  for  our  brochure.  The  Bodine 
Corporation,  317  Mountain  Grove 
Street,  Bridgeport,  CT  06605.  assembly  systems 


I 


Undine 
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THE  LIMP  PAD  VS.  THE  AMPAD 


Does  your  yellow  pad  let  you  down 
just  when  you  need  support?  Look 
at  The  Ampad.  It's  stiff,  like  a 
clipboard. 

But  you'll  probably  discover 
even  better  reasons  for  demanding 
The  Ampad.  Like  our  16  lb.  water- 
marked paper,  that  won't  bleed. 
Like  The  Ampad's  perforated 
pages.  Like  The  Ampad's  leather- 
like binding,  which  is  stapled  and 
glued.  So  it  doesn't  fall  apart  like 
other  yellow  pads. 

Other  companies  think  we're 
crazy  to  make  a  yellow  pad  this 
good.  But  the  U.S.  Senate  doesn't 
think  we're  crazy.  They  use  The  , 


Ampad.  So  do  most  people  who 
make  decisions  for  a  living. 

It  seems  that  the  more  you  use 
yellow  pads,  the  more  you  appre- 
ciate The  Ampad.  After  all,  why 
use  a  limp  pad  when  you  can  get 
the  stiff  one?  Give  this  ad  to  who- 
ever orders  your  stationery. 
Say  you  want 

EAMPAD 


AMPAD 


Ampad  Corporation,  Holyoke,  Massachusetts  01040 

Helping  America  put  it  on  paper  for  100  years 


What's  ahead?  More  commercial 
activity  and  network  television.  "We 
have  finally  persuaded  ourselves," 
says  Britt  piously,  that  "we  can  do 
something  that  will  compete  with  the 
entertainment  [on  commercial  TV] 
and  also  have  some  education  and  so- 
cial value." 

Big  Bird  is  growing  up.  Maybe  next 
he'll  become  a  taxpayer.  ■ 


The  business  behind 
Hermit  the  Frog 


Inside  the  toy  box  of  your  favor- 
ite 4-year-old  you  are  likely  to 
find  Kermit  the  Frog,  Miss  Piggy, 
Cookie  Monster  and  other  stuffed 
critters.  They're  Muppets — a 
cross  between  a  marionette  and  a 
puppet — created  in  the  1950s  by 
Jim  Henson,  the  voice  and  move- 
ment of  Kermit  on  Sesame  Street 
and  a  major  force  in  Children's 
Television  Workshop's  programs. 

Henson  started  puppeteering  at 
the  University  of  Maryland, 
where  he  studied  fine  arts  and  cre- 
ated the  Muppets  in  1955.  They 
have  made  him  a  multimillion- 
aire— and  then  some. 

While  all  the  characters  are  cut 
from  the  same  felt,  who  profits 
from  which  varies.  CTW  has  ex- 
clusive use  of  Big  Bird.  But  when 
CTW  licenses  the  8 -foot  yellow 
bird  (see  story),  it  must  share  the 
money  with  Henson. 

Henson,  48,  is  a  shy  man,  but 
about  as  shrewd  as  they  come.  He 
has  retained  ownership  of  every 
character,  even  though  CTW  han- 
dles some  of  the  licensing. 

Henson  Associates,  his  130-per- 
son,  Manhattan-based  firm,  li- 
censes most  of  the  Muppets.  A 
Miss  Piggy  doll  commands  $20  at 
retail,  and  Henson  Associates 
keeps  the  whole  fee — about  70 
cents.  The  company  is  privately 
held  and  refuses  to  talk  about  rev- 
enues. But  one  analyst  puts  the 
figure  at  about  $150  million  annu- 
ally. That  includes  money  from: 
Fraggle  Rock,  a  program  on  HBO 
and  in  international  distribution; 
The  Muppet  Show,  z.  TV  show  now 
in  syndication;  and  The  Muppets 
Take  Manhattan,  Henson's  third 
feature-length  film. 

Yet  another  example,  like 
George  Lucas'  Lucasfilm,  of  a  cre- 
ative entertainment  business 
flourishing  far  from  the  Holly- 
wood studios.  Dreamers,  take 
heart— P.B.B.  and  M.F. 
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fsan 

insurance  broker 

doing 


recommending 
self-insurance? 


In  many  cases,  self- insurance  is  the  right  answer. 
It  can  save  a  company  money  The  trick  is  to  know 
when  it  makes  sense. 

That's  where  Johnson  &  Higgins  comes  in. 
We  consult  on  every  aspect  of  self-insurance  from 
feasibility  studies  to  program  execution.  And  we 
arrange  for  the  services,  such  as  claims  handling,  that 
these  programs  require.  Maybe  that's  why  the  largest 
municipal  self- insurance  pool  in  the  country  chose  us 
as  program  manager. 

Helping  companies  set  up  self- insurance 
programs  may  strike  you  as  out  of  the  ordinary  for  an 
insurance  broker.  But  then,  J&H  is  no  ordinary  broker. 

Johnson  Higgins 

Consulting  on  a  lot  more  than  insurance. 

RISK  AND  INSURANCE  MANAGEMENT  SERVICES,  HUMAN  RESOURCE  AND  ACTUARIAL  CONSULTING  THROUGHOUT  THE  WORLD. 


Eastman  Dry  Plates, 

Kodak's  first 

product, 

1880 

Taking  the 

mess  out  of 

taking 

pictures. 


By  Subrata  N.  Chakravarty 
and  Rath  Simon 

Can  this  be  Eastman  Kodak,  one 
of  the  paragons  of  American  in- 
dustry? "Kodak,  today,  is  a  rud- 
derless company,  drifting  from 
project  to  project  with  little  co- 
herent direction."  The  man  who  said  that  is 
no  mere  security  analyst  worried  about 
quarterly  earnings  but  a  marketing  consul- 
tant who  has  worked  for  Kodak. 

The  results  of  the  drift  are  becoming  in- 
creasingly obvious.  Kodak's  financial  per- 
formance has  become  soggy.  Its  vital  return 
on  equity  has  declined  from  23.7%  in  1973 
to  17.2%  in  1982  and  7.5%  in  1983  (see 
clxtrt,  opposite).  Last  year  was  a  terrible  one 
for  Kodak.  Sales  dropped  only  6%,  to 
$10.2  billion,  but  net  earnings  skidded 
51%,  to  $565  million.  From  one  of  the 
highest  returns  on  equity  in  American 
business,  Kodak  last  year  earned  signif- 
icantly less  than  the  median  company  in 
American  industry.  One  sign  of  the  times: 
The  University  of  Rochester,  whose  endow- 
ment was  built  and,  for  years,  anchored  by 
large  holdings  of  Kodak  stock,  no  longer 
owns  a  single  share. 

In  1984  the  U.S.  economy  has  picked  up, 
carrying  Kodak  with  it.  Labor  costs,  silver 
and  chemical  feedstock  prices  are  down, 
and  unit  volume  is  up.  For  the  first  half,  net 
income  was  up  77%  on  a  4%  increase  in 
sales,  and  analysts  are  predicting  $6  per 
share  for  the  full  year,  up  from  $3.41  last 
year.  But  these  are  not  the  kinds  of  profits 
Kodak  should  be  making  in  a  recovery  year 
when  consumer  spending  is  healthy.  It  will 
earn  far  less  than  the  $7.66  it  earned  in 
1981.  While  Kodak  has  recovered  with  the 


economy,  it  is  a  cyclical  recovery  lacking  in 
vigor.  This  year  it  will  earn  less  on  about 
$11  billion  in  sales  than  it  did  on  $8  billion 
in  sales  in  1979.  The  long-term  profit  trend 
is  clearly  down.  (See  chart,  opposite). 

The  strength  of  the  dollar  is  a  factor  in  the 
decline.  Historically,  Kodak  got  over  40%  of 
its  sales  from  outside  the  U.S.,  so  the  com- 
pany was  hurt  by  heavy  foreign  currency 
translation  losses.  But  in  the  old  days  Kodak 
had  sufficient  momentum  to  ride  out  such 
problems.  Apparently  it  has  lost  this  mo- 
mentum. Worse,  it  has  often  been  unable  to 
keep  up  with  the  pace  of  change.  Again  and 
again  in  the  past  decade  this  once-vigorous 
company  has  brought  to  market  products 
that  were  either  badly  executed  or  so  late  as 
to  miss  major  opportunities. 

Take  amateur  photography,  which  Kodak 
created  and  dominated  for  decades.  A 
stream  of  products  emanating  from  the 
company's  prolific  research  labs  made  pho- 
tography ever  easier  and  more  successful. 
Once  one  could  count  on  a  new  Kodak 
photographic  product's  being  technically 
superb,  easy  to  use  and  a  good  value;  Ko- 
dak's powerful  marketing  machine  would 
do  the  rest.  But  its  two  most  recent  entries 
have  been  disappointments. 

First,  Kodak's  instant  camera.  Having  dis- 
missed instant  photography  as  a  fad  when 
Polaroid's  Edwin  Land  developed  it  after 
World  War  II,  Kodak  finally  introduced  an 
instant  camera  of  its  own  in  1976.  The 
camera  was  harder  to  use  and  less  capable 
than  Polaroid's  offerings.  Moreover,  Polar- 
oid proved  able  to  stay  a  step  ahead  of  Kodak. 
Thus,  in  instant  photography,  Polaroid  has 
been  regaining  market  share  in  recent  years, 
from  60%  in  1977,  shortly  after  Kodak  intro- 
duced its  cameras,  to  73%  in  1983.  Polaroid, 


Once  Kodak  was  so  powerful  that  it  controlled  its  markets  rather 
than  the  other  way  around.  But  now  the  market 
is  in  control,  and  Kodak  is  floundering. 


Has  the  world 
passed  Kodak  by? 


184 
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)t  Kodak,  has  worked  hardest  at  developing 
e  potentially  huge  nonamateur  uses  of 
stant  photography — for  identification 
ids  and  the  like.  Last  month  Kodak  an- 
mnced  that  it  would  introduce  an  instant 
ide  system  for  business  use  early  next  year. 
I  that  time,  Polaroid's  somewhat  harder  to 
;e  system  will  already  have  been  on  the 
arket  for  two  years.  Analysts  estimate 
at,  through  1983,  Kodak  chalked  up  losses 
over  $300  million  after  taxes  in  its  instant 
isiness,  not  counting  the  millions  in  devel- 
•rnent  costs. 

In  1982  Kodak  introduced  the  much  bal- 
hooed  Disc  camera,  a  technically  elegant 
ercise  in  miniaturization.  But  the  nega- 
tes were  so  small  that  normal-size  pic- 
res  had  the  grainy  characteristics  of  nor- 
al  negatives  blown  up  very  large.  Having 
ared  up  for  an  annual  production  volume 
14  million  cameras,  Kodak  shipped  some 
million  Disc  cameras  in  the  second  half  of 
'82,  but  many  were  left  on  dealers'  shelves 
ter    Christmas.    Only    5    million    were 


Anatomy  of  a  decline 


Return  on  equity  has  fallen  to  below  average,  profit 
margins  have  been  cut  in  half  and  discretionary  cash 
flow  has  turned  negative.  "A  blue-chip  company  that's 
dead  in  the  water,"  says  Kidder,  Peabody's  Barre  Littel. 
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Discretionary  cash  flow' 


_  'Cash  flow  after  paying  dividends  and  setting  aside 
investment  to  maintain  existing  plant  and  working  capital 
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Source:  Kidder,  Peabody  Financial  Quality  Profile 
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shipped  in  all  of  1983,  and  analysts  estimate 
that,  despite  lower  selling  prices,  the  same 
number  will  be  shipped  this  year.  Com- 
petitors, beginning  with  Canon's  AE1  in 
1976,  have  made  35mm  cameras  almost 
as  easy  to  use  as  Kodak's  products,  al- 
most as  cheap  and  capable  of  producing 
far  better  pictures.  The  Disc  was  a  clas- 
sic case  of  too  little,  too  late.  "The  tech- 
nical compromise  to  get  the  [Disc's]  size 
down  was  greater  than  the  result  was 
worth,"  says  Carl  Chapman,  vice  presi 
dent  of  Fuji  Photo  Film  U.S.A.  The  Disc 
camera  is  a  flop — a  humiliating  Edsel  of  a 
product. 

Amateur  film  was  long  Kodak's  impreg- 
nable marketing  bastion.  No  longer.  In  1977 
Japan's  Fuji  Film  introduced  a  400  ASA 
speed  film.  Kodak  matched  it  six  months 
later  but  has  yet  to  match  Fuji's  1600  speed 
film,  introduced  early  last  year. 

Now  Fuji  is  making  a  determined  assault 
on  the  U.S.  market.  Kodak  opened  the  door 
by  allowing  Fuji  to  walk  off  with  the  spon- 
sorship of  the  Los  Angeles 
Olympics,  which  had  been  of- 
fered to  Kodak  a  year  earlier. 
Peter  Ueberroth,  the  presi- 
dent of  the  Los  Angeles 
Olympic  Organizing  Com- 
mittee, wanted  a  minimum 
$3  million  rights  fee  from 
sponsors.  "They  (Kodak]  were 
.so  arrogant,"  Ueberroth  told 
the  Los  Angeles  Times  last  June. 
"They  wanted  to  give  us  $1 
million  and  a  bunch  of  film. 
They  thought  they  had  a  lock 
on  it,  that  nobody  else  could 
afford  it.  [Now]  Kodak's 
spending  ten  times  as  much 
trying  to  get  in  on  the 
fringes." 

Says  Fuji's  Chapman:  "Our 
whole  need  is  to  get  people  to 
try  our  product,  and  the 
Olympics  is  the  greatest  vehi- 
cle you  can  have  for  a  promo- 
tional tie-in.  We've  increased 
our  position  in  the  market- 
place, and  we're  not  going  to 
sit  back  and  relax."  Fuji  still 
has  less  than  10%  of  the  U.S. 
market  for  film.  But,  Chap- 
man says,  since  buying  the 
Olympics  sponsorship  in  late 
1981,  Fuji's  volume  has  in- 
creased at  over  20%  a  year, 
while  the  market  has  grown 
much  more  slowly. 

Efforts  to  control  the  rise  in 
health  care  costs  have  taken 
much  of  the  steam  out  of  Ko- 
dak's nearly  $1  billion  X-ray 
film  business,  along  with 
amateur  film,  one  of  its  most 
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"Number  One  Kodak, " 
the  company's 
first  camera, 
1HHH 

"You  press  the 
button — 
we  do 
the  rest." 
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JDur  SPACE 

Proowm. 

A   Aost  people  think  of  countries  having  space  programs.  At  RCA,  w 

/  V  I  have  a  bigger  one  than  most  countries. 

Since  1958,  we've  built  more  than  80  satellites  and  been  involved  in  % 
other  space  missions.  With  over  40  more  satellites  planned  for  launch  during 
the  next  five  years. 

In  our  space  program,  RCA-built  satellites  have  monitored 
weather  patterns  so  accurately  that  no  major  storm  has 
gone  undetected  for  the  past!8  years.  Which  just  reflects 


h, 


our  strength  and  reliability  in  the  development  of  meteorological  satellites. 
Aboard  the  Space  Shuttle,  RCA  is  also  a  pioneer.  It  was  our 

f\  cameras  and  video  equipment  that  sent  back  the  dramatic,  live 
television  pictures  of  every  shuttle  mission.  And  well  continue  to  do  so  over 
the  next  decade. 

In  communications,  where  RCA  has  built  more  than  75  satellites  and 
sub-systems  for  ourselves,  NASA,  and  many  other  major 
corporations,  were  continuing  to  break  new  ground  by  building 
the  first  commercial  Direct  Broadcast  Satellite,  scheduled  for 
hunch  in  1986. 

bw  if  oil  this  surprises  you,  be  prepared  for  a  few 
more.  In  fact,  if  you  d  like  to  learn  more  about  RCA 
as  a  corporation,  an  investment  or  as  a  place  to  work,  write  for  'This  is  RCA" 
P.O.  Box  91404,  Indianapolis,  Ind.  46291. 

After  you  read  it,  you'll  know  why  in  communications,  electronics  and 
entertainment,  RCA  is  one  of  a  kind. 

felow,  just  a  lew  of  the  satellites  that  RCA  has  built  or  is  currently  building,  {left  to  right)  RCA  Sorcom  III  8,  IV,  Spocenef,  GSTAR,  RCA  Satcom  V,  STC/DBS,  ACTS  (Center),  USSB, 
fainbow,  ASC,  RCA  Amencom  Ku,  Amlc-B,  RCA  Sotcom  I  &  II  (Orbiting  the  globe,  read  clockwise  from  upper  left)  Dynamics  Explorer,  TIROS-N,  Nova,  Navsat,  DMSP. 
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profitable  products.  Hospital  admissions 
have  declined,  and  the  average  stay  per  pa- 
tient has  dropped  as  well.  New  methods  of 
insurance  reimbursement  have  reduced  the 
number  of  diagnostic  tests  being  ordered, 
including  X  rays. 

Kodak  still  has  significant  strengths, 
of  course.  "The  company  has  enormous 
technological  and  research  capabilities,  a 
powerful  distribution  network  and  tre- 
mendous financial  resources  and  bor- 
rowing power,"  says  Brenda 
Landry  of  Morgan  Stanley,  an  ana- 
lyst who  follows  Kodak  closely  and 
has  been  recommending  short-term  pur- 
chase of  the  stock  in  anticipation  of  this 
year's  earnings  uptick.  But  she  admits  to 
doubts  about  Kodak's  ability  to  move  prod- 
ucts from  the  research  laboratory  to  the 
market  fast  enough. 

Consider  Kodak's  major  diversification 
success — the  copier.  Kodak  and  others 
scorned  the  dry  copier  when  it  was  invented 
and  let  Xerox  walk  off  with  a  multibillion- 
dollar  market.  When  Kodak  finally  entered 
the  market  with  the  Ektaprint  in  1975, 
its  copier  was  big,  fast  and  technically 
superb,  with  copy  quality  better  than 
Xerox'  machines.  "It  was  like  having  the 
first  plane  you  built  be  a  four-engine  jet," 
says  an  awed  industry  observer.  But  it 
had  also  taken  12  years  to  develop,  and  a 
number  of  prototypes  were  rejected  along 
the  way  in  search  of  the  perfect  machine. 
Industry  analysts  estimate  that  Kodak 
could  have  had  a  highly  competitive  ma- 
chine on  the  market  years  earlier.  When  it 
did  introduce  its  copier,  Kodak  caught 
Xerox  at  an  especially  vulner- 
able moment.  Xerox  was  con- 
centrating on  the  powerful 
challenge  from  low-volume 
Japanese  plain  paper  copiers. 
Xerox  had  no  machine  in  Ko- 
dak's segment  of  the  market. 
But  instead  of  marketing  its 
copier  aggressively,  Kodak 
moved  cautiously  in  expand- 
ing nationally  and  didn't  en- 
ter the  European  market  until 
late  1982.  As  a  result,  Xerox 
had  time  in  which  to  respond, 
and  it  came  out  with  a  com- 
petitive machine  in  1979.  It 
took  Kodak  seven  years  to  de- 
velop a  second  generation  of 
machines.  Xerox  introduced 
better  machines  six  months 
sooner.  Kodak's  long-awaited 
higher-speed  machine,  intro- 
duced in  late  1982,  proved  to 
be  disappointing  both  in 
speed  and  in  the  features  it 
offered.  The  Ektaprint  250  is 
no  match  for  Xerox'  newest 
high-speed  machines,  one  of 


which  had  been  introduced  three  years  ear 
lier.  According  to  Monica  Camahort  of  Da- 
taquest,  a  marketing  research  firm,  Kodak's 
edge  in  copy  quality  has  been  all  but  erased 

It  all  shows  in  the  numbers.  Kodak  has 
steadily  lost  market  share  to  Xerox  and 
IBM;  the  latter,  which  entered  the  same 
segment  only  in  1982,  has  overtaken  Kodak 
(see  chart,  below).  The  population  of  copiers 
in  the  market  segment  in  which  Kodak  pri- 
marily competes  grew  46%  annually  be- 
tween 1978  and  1983,  according  to  Cama- 
hort, while  Kodak  grew  28%. 

Then  there  is  the  Ektachem  blood  analyz- 
er, which  may  prove  to  be  Kodak's  big- 
gest failure.  Donald  Sutherland,  director  of 
Du  Pont's  Diagnostic  Systems  division,  says 
that  Kodak  began  working  on  a  blood  analyz 
er  in  the  mid- 1 960s,  about  the  same  time  Du 
Pont  began  work  on  its  own  analyzer.  Du 
Pont  introduced  its  machine  in  1971.  Kodak 
came  out  with  the  Ektachem  400  in  1981.  A 
dry  chemical  system,  the  Ektachem  400  is 
faster  and  cheaper  per  test  but  can  do  far 
fewer  tests  than  Du  Pont's  analyzer  or  sever 
al  other  well-entrenched  competitors,  and 
the  machine  itself  is  expensive.  A  somewhat 
more  capable  system  was  demonstrated  two 
years  ago,  Sutherland  says,  but  has  yet  to  be 
shipped.  In  the  meantime,  the  market, 
which  was  growing  at  15%  a  year  as  late  as 
1979,  is  now  flat.  Says  Sutherland:  "They  are 
very,  very  late  in  the  game.  They've  invested 
at  least  $600  million,  and  they  don't  have  a 
snowball's  chance  in  hell  of  ever  getting 
their  money  back." 

Kodak  has  invested  enormous  amounts  of 
time  and  money  in  electronics,  but  the  field 


Squandering  an  advantage 


Kodak's  first  copier  was  technically  perfect  and  had  no 
competition  in  its  segment.  But  Kodak's  caution  gave 
Xerox  time  to  fight  back.  Now,  both  Xerox  and  late- 
comer IBM  have  overtaken  Kodak  in  market  share. 


Market  share  (placements  of  high-volume  copiers') 
■  Xerox        ■  Kodak        Q  IBM 
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Sophisticated  metals  technology  is  vital  to  reaching  and 
obtaining  natural  resources. 

Fansteel  through  its  VR/Wesson  Division  develops,  produces  and 

supplies  a  roof  drill  system  and  tungsten  carbide  cutting  tools, 

critical  elements  in  the  specific  needs  of  mining  and  drilling. 

These  products  help  mine  the  world's  energy  needs, 
construct  highways  and  shape  metals  for  a  variety  of  uses  from 

automotive  to  aerospace. 


A    '--< 
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[Fansteel 


An  integrated  producer  of  refractory  metals  and  fabricated  products  for  the  electronics, 
electrical,  aircraft/aerospace,  metalworking,  energy  and  chemical  industries. 
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is  changing  faster  than  others,  with  quick 
margin  erosion  and  a  rapid  rate  of  obsoles- 
cence. The  first  into  a  market  is  often  the 
one  that  makes  the  most  money,  and  Ko- 
dak's ability  to  move  rapidly  is  question- 
able. In  1981,  for  example,  Kodak  paid  $79 
million  in  stock  to  acquire  Atex,  the  leader 
in  the  newspaper  and  magazine  text-editing 
business.  Kodak  has  gone  on  a  binge  of 
hiring  electronics  engineers.  Yet  there  al- 
ready is  considerable  dissatisfaction  among 
the  electronics  types  with  the  excruciating- 
ly slow  pace  at  which  Kodak  is  moving,  and 
many  are  leaving  in  frustration.  A  large 
number  of  key  people,  includ- 
ing all  three  founders,  have  left  Atex 
since  it  was  acquired,  and  Atex  has 
squandered  much  of  its  technological 
lead.  "It's  clear  that  when  Kodak  took 
Atex  over  they  lost  momentum, 
they  lost  a  sense  of  direction,"  says  John 
Seybold,  publisher  of  the  authoritative  Sey- 
bold  Report  on  Publishing  Systems,  "They're 
just  beginning  to  move  again." 

Kodak's  declining  profitability  has  al- 
ready disrupted  the  admirable  esprit  that 
once  prevailed  throughout  the  company.  In- 
deed, Kodak  has  been,  in  many  ways,  the 
U.S.  counterpart  of  the  Japanese  system  of 
management.  People  went  to  work  for  Ko- 
dak straight  out  of  school  or  college — as  did 
both  Chairman  Colby  Chandler  and  Presi- 
dent Kay  Whitmore — and  expected  to  re- 
main until  they  retired.  It  is  one  of  the  few 
big  corporations  to  have  no  domestic 
unions,  and  the  company  has  lavished  on 
its  employees  bonuses,  recreational  facili- 
ties and  other  benefits.  In  return  it  has 
commanded  extraordinary  loyalty  from 
its  employees.  Never  in  Kodak's  history 
has  it  had  a  domestic  strike  or  even  a 
significant  labor  dispute. 

But  this  family  feeling  was  rudely 
shattered  last  year  when  Kodak 
suddenly  embarked  on  a  program  of 
layoffs  and  "voluntary"  early  retire- 
ment that  reduced  its  work  force  by 
1 1,000,  8%,  mostly  m  the  U.S.  The  size  and 
bluntness  of  the  ax  shocked  and  embittered 
many,  the  more  so  since  wage  increases  for 
those  remaining  were  postponed  from  De- 
cember to  June  this  year.  While  the  mass  of 
employees  were  forced  to  accept  sacrifices, 
neither  Chandler  nor  Whitmore  postponed 
the  hefty  raises  they  got  when  they  were 
promoted  to  the  top  spots.  Chandler's  salary 
increased  by  12%,  to  $729,000,  while  Whit- 
more's  rose  18.5%,  to  $449,000. 

What  with  its  declining  profitability,  Ko- 
dak's discretionary  cash  flow — the  cash 
flow  left  over  after  paying  dividends  and 
setting  aside  the  investment  needed  to 
maintain  the  existing  plant  and  the  working 
capital  to  support  sales — has  declined  from 
a  positive  $290  million  in  1978  to  a  negative 
$446  million  in   1983  (see  chart,  p.   185). 


"This  is  a  blue-chip  company  that's  dead  ii 
the  water,"  says  Barre  Littel,  the  Kidder 
Peabody  analyst  who  pioneered  the  mea 
surement  of  discretionary  cash  flow.  "Th< 
company  has  very  little  internal  cash  mo 
mentum."  That  does  not  mean,  Litte 
quickly  adds,  that  Kodak  is  on  the  verge  o 
bankruptcy.  The  company  is  still  hea\n 
with  cash  and  lightly  indebted.  What  it  doe; 
mean,  Littel  says,  is  that,  if  it  does  no 
diversify  successfully,  the  company  wil 
have  to  cut  its  overly  generous  dividend  o: 
resort  to  debt,  something  Kodak  has  assidu 
ously  avoided  from  the  beginning.  "Other 
wise  they  will  have  to  slow  down  thei: 
modernization  or  cut  back  on  investment 
which  will  hurt  their  competitive  posi 
tion,"  he  says. 

That  has  led  to  some  strange  departure; 
from  the  company's  culture  and  tradi 
tions.  Ever  since  Kodak  teetered  on  the 
brink  of  disaster  in  1880,  when  a  supplier's 
faulty  gelatin  base  caused  photographic 
plates  to  fail,  Kodak  has  determined  not  tc 
rely  on  outsiders,  for  loans  or  anything  else 
Its  large  and  profitable  chemical  business  is 
an  outgrowth  of  Kodak  founder  George, 
Eastman's  decision  to  ensure  the  supply  o] 
the  chemical  feedstocks  needed  to  mak 
film.  Kodak  Park,  the  huge  main  plant  ir 
Rochester,  N.Y.,  has  its  own  fire  depart 
ment  and  power  plant  so  that  it  is  noi 
dependent  on  the  city.  The  company  ever) 
makes  its  own  cardboard  and  fabricates  th 
boxes  for  its  film.  With  fat  profits,  it  was 
long  able  to  integrate  backward  and  at  the 
same  time  develop  new  products  from  with 
in  without  going  deeply  into  debt. 

The  major  personality  change  for  Kodak 
has  been  its  recent  decision  to  buy  products 
from  outside  manufacturers  for  sale  undei 
the  Kodak  name.  Last  January  it  announced 
a  new,  smaller  8mm  videocassette  camera 
and  recording  system,  incompatible  with 
the  existing  VHS  and  Beta  formats.  The 
system  is  designed  and  made  for  it  by  Ma- 
tsushita, the  Japanese  electronics  giant.  Id 
part,  this  turning  to  a  Japanese  supplier  was 
a  consequence  of  a  marketing  misjudgment 
Kodak  had  the  capability  to  produce  and 
market  a  high-quality  videocassette  record- 
er in  the  mid-1970s,  before  the  boom  got 
under  way,  but  chose  not  to  do  so.  "They 
had  a  $19.95  mentality,"  explains  an  indus- 
try observer.  "They  were  so  used  to  selling 
$20  cameras  they  couldn't  believe  there  was 
a  mass  market  for  $500  machines."  Ironic- 
ally, more  videocassette  recorders  will  be 
sold  this  year  than  Disc  cameras. 

In  a  way  this  new  Camcorder  is  an  expen- 
sive me-too  product  chasing  a  well-estab- 
lished market.  Zenith  is  already  marketing 
a  VHS-format  video  camera  that  is  smaller, 
lighter  and  cheaper  than  Kodak's.  Several 
companies,  including  Polaroid  (with  To- 
shiba) and  Sony,  have  announced  plans  to 
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How  gold  can  hold  down  the  risk 
of  your  paper  investments. 


In  this  financial  climate,  you  never  know  which  way  the 
wind  will  blow.  So  the  most  intelligent  investment  strat- 
egy is  to  diversify.  And  if  you're  heavily  committed  to 
paper,  the  most  intelligent  alternative  is  gold. 
GIVE  YOUR  PAPER 
SOLID  PROTECTION:  GOLD. 

The  gold  price  has  generally  moved  independently  of 
paper  investments,  and  therefore  tends  to  have  a  stabi- 
lizing effect  on  a  portfolio.  You  might  say  gold  is  your 
investment  insurance.  Include10or15%  of  it  in  your  long 
term  portfolio,  and  you're  actually  protecting  your  other 
investments.  What's  more,  a  recent  survey  shows  the 
return  on  gold  far  exceeding  that  of  stocks,  bonds  and 
treasury  bills  over  a  15-ycar  period. 

Once  you  realize  the  benefits  of  owning  gold,  the  natural 
choice  is  the  Krugerrand.  It's  the  largest  selling  gold  coin  in 
the  world,  which  makes  it  the  most  liquid  of  all  gold  coins. 
And  to  fit  various  investment  needs,  it  comes  in  various 
sizes:  exactly  1  ounce  of  pure  gold,  1/2  ounce,  1/4 
ounce  and  1/10  ounce.  Calculating  your  hold- 
ings is  as  simple  as  checking  your  daily 
paper  for  the  price  of  gold. 

What's  more,  a  gold  coin  like 
the  Krugerrand  is  legal  tender 
n  its  issuing  country.  And  this 
'represents  an  ongoing  com- 
mitment to  issue  the  same  coin 


year  after  year,  thus  creating  a  constant  buy-sell  market 
worldwide.  And  you  can  buy  or  sell  Krugerrands  at  local 
coin  dealers,  precious  metals  companies,  and  at  se- 
lected banks  and  brokerage  firms. 

NO  OTHER  COIN  GIVES  YOU 
MORE  PURE  GOLD. 

You  can  be  absolutely  certain  each  Krugerrand  con- 
tains its  full  measure  of  .9999  gold— which  is  the  purest 
gold  you  can  buy.  An  extra  alloying  metal  is  added  to 
Krugerrands  to  make  them  hard  enough  to  resist 
scratching  and  denting— afeature  not  offered  in  all  gold 
coins.  (It's  more  difficult  to  sell  back  a  damaged  coin.) 

It's  estimated  that  close  to  10  million  people  worldwide 
have  bought  and  trusted  in  Krugerrand  coins.  So  hold 
on  to  your  paper  investments.  But  hold  on  to  them  more 
securely,  with  gold. 

For  information  and  dealers  near  you  call  800-526- 
7843  Ext.  6151  (in  New  Jen  ey,  800-522-4503),  or  send 
in  the  coupon.        . , 

KRUGERRAND  INFORMATION  SERVICE  6 

PO  Box  5544.  Clifton,  N  J  07015 

Please  send  free  brochure  and  a  list  of  Krugerrand 

dealers 

Name 


Address - 


-Zip. 


Home  telephone.! 

Business  telephone.!- 


KRUGERRAND  GOLD  COINS 

The  world's  best  way  to  own  gold. 


©  1984  International  Gold  Corporation  Ltd 
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enter  the  8mm  market.  Ko- 
dak began  shipping  the  Cam- 
corder in  September.  The  cas- 
settes are  also  made  by  a  Japa- 
nese company,  as  are  the  VHS 
and  Beta  tapes  Kodak  already 
markets  under  its  own  name. 
Also,  in  September  Kodak 
announced  it  will  enter  the 
fast-growing  medium-vol- 
ume segment  of  the  copier 
market  with  machines  de- 
signed and  manufactured  by 
Canon  with  some  Kodak 
modifications.  Kodak  doesn't 
now  compete  in  that  segment 
but  has  been  looking  into  me- 
dium-volume machines  for 
years.  The  announcement, 
however,  is  an  indication  Ko- 
dak has  run  into  prob- 
lems with  its  own  de- 
sign and  an  acknowl- 
edgment that  it  can  no 
longer  stand  entirely  on 
its  own. 

Kodak  withdrew  from 
the  manufacture  of  35mm 
cameras  about  15  years  ago.  Not  that  it 
couldn't  make  a  sophisticated  camera,  it 
simply  chose  not  to,  convinced  35mm  cam- 
eras would  never  become  a  mass  market. 
Now  that  the  Japanese  have  proved  Kodak 
wrong,  analysts  expect  it  to  reenter  the  mar- 
ket with  a  camera  built  around  a  specially 
coded  film  developed  by  Kodak  that  can 
give  electronic  instructions  to  the  camera 
about  film  speed,  exposure  settings,  flash 
intensity,  film  advance,  etc.  But  the  ana- 
lysts also  expect  that  such  a  camera  would 
be  made  for  Kodak  by  others.  A  Hong  Kong 
company  already  makes  a  35mm  camera  for 
Kodak  to  sell  in  Southeast  Asia. 

With  these  alliances,  with  this  farming 
out  of  production,  Kodak  is  abandoning 
some  of  its  traditional  control  over  its 
product.  Why?  The  simple  fact  is  that 
Kodak's  capital  investment  has  tripled 
in  the  past  decade,  while  profits  have 
not  kept  pace  (see  chart,  above) — with  the 
result  that  cash  flow  has  been  stretched 
thin  and  new  investment  inhibit- 
ed, an  ominous  confirmation  of 
Littel's  warning.  Simply  put, 
Kodak  cannot  afford  to  guess  wrong  any 
longer.  It  must  be  sure  large  markets  exist 
before  investing  in  new  plants. 

Apart  from  possible  quality  problems  and 
the  lower  margins  on  purchased  products, 
what  works  for  Kodak  also  works  for  the 
Japanese.  Just  as  Kodak  is  using  Japanese 
production  facilities  to  test  the  market,  the 
Japanese  are  using  Kodak's  marketing  mus- 
cle. Should  Kodak  establish  the  market,  the 
Japanese  will  have  the  designs,  the  produc- 
tion facilities  and  the  manufacturing  expe- 


Rising  assets,  falling  returns 


Expensive  forays  into  copiers,  instant  cameras  and 
blood  analyzers  have  helped  triple  Kodak's  capital 
investment.  Earnings  have  not  kept  pace.  Simply  put, 
Kodak  can  afford  no  more  mistakes. 


Operating  retain  on  assets 


Properties  at  cost  ($billions) 
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rience  already  in  place  to  move  faster  ani 
take  it  away.  On  balance  the  advantage  ii 
clearly  with  the  Japanese,  who,  instead  ol 
fighting  Kodak,  can  use  it  as  a  Trojan  hors 
to  get  deeper  into  the  American  market 

For  all  the  recent  changes  in  its  environ- 
ment, Kodak  has  yet  to  make  the  most 
needed  changes  in  its  culture.  Never  having 
had  significant  competition,  Kodak  doesn't 
seem  to  know  quite  how  to  respond.  It  seems 
to  lack — or  have  lost — the  ability  to  react 
quickly  to  market  changes.  As  long  as  Kodak 
controlled  the  pace  of  change,  as  it  did  for 
close  to  a  century,  its  caution  didn't  matter. 
Now  it  does.  Kodak  failed  to  see  the  mass 
market  in  photography  was  becoming  a  class 
market,  demanding  sophisticated  cameras 
rather  than  merely  cheap  simplicity.  Having 
lost  control  of  the  market,  it  does  not  seem 
to  know  how  to  regrasp  it.  As  it  moves  into 
new  markets,  many  with  entrenched  com- 
petitors, its  inability  to  move  quickly  is  an 
increasing  problem. 

Kodak  has  a  long  tradition  of  self -contain- 
ment, of  managers  working  their  way  up 
the  organizational  ladder.  And,  since  East- 
man himself,  only  scientists  and  engineers 
have  risen  to  the  top  job — people  generally 
more  concerned  with  technical  perfection 
than  with  market  timing.  Chandler  has 
spent  34  years  at  Kodak,  Whitmore  27 
years.  Both  are  engineers.  Can  the  veterans 
who  have  spent  all  their  professional  lives 
at  Kodak,  absorbing  its  cautious,  deliberate, 
technically  oriented  culture,  and  the  arro- 
gance born  of  years  of  competitive  domi 
nance,  now  learn  how  to  scramble?  Maybe, 
but  the  recent  record  is  not  reassuring. 

Phouu  courtesy  of  Kodak  I 
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WpH  showyou  how  you  can  profit 
'  imyouraccidentallosses. 

The  best  way  to  prevent  losses 
is  to  prevent  accidents.  Case  in  point: 

When  a  New  York  box  manufacturer 

experienced  a  number  of  work-related  back  injuries, 

management  got  help  from  Liberty  Mutual.  Several  of  our  loss 

prevention  consultants  were  there  to  pitch  in  and 

help  solve  the  problem. 

Together,  we  studied  the  work 

environment  and  developed  a  plan  to  change 

the  way  the  work  was  being  accomplished.  The  solution 

was  both  unusual  in  its  simplicity  and  startling  in  its  results. 

Productivity  was  improved  and  insurance  costs  drastically 

reduced,  because  the  workplace  was  safer. 

If  your  business  is  troubled  by  injuries; 

if  you  would  like  to  find  out  how  dealing  direct  with  the 

nation's  largest  writer  of  workers'  compensation  insurance 

can  affect  your  productivity,  call  or  visit  a  Liberty  Mutual 

representative.  You'll  see  how  we're  going  to  be  there 

for  your  company 


S* 


LIBERTY 
MUTUAL 

Were  going  to  be  there  for  you. 


©  1984  Liberty  Mutual  Insurance  Company, 
Liberty  Mutual  Fire  Insurance  Company, 
Liberty  Life  Assurance  Company  of  Boston, 
Home  Office:  Boston 
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Pan  Am  Proudt : 
The  Arrival  Of  Ou 


I 


Announces 
trillion  Dollar  Baby. 


in  Am's  Putting  A  Million  Dollars  Into  Every  747  We  Fly, 
►  Make  Sure  Clipper  Class  Is  The  Business  Class  To  Beat. 


For  an  airline  with  the  world's 
;*est  fleet  of  passenger  747's, 
it's  quite  an  expense. 

But  for  an  airline  dedicated  to 
ving  international  business 
rs,  it's  an  investment  in  the 
ure. 

The  money's  going  for  spacious 
-across  seating,  with  wide  new 
its  and  more  legroom  than  many 
iines  offer  in  First  Class. 


For  huge  new  overhead  bins 
e  times  larger  than  before,  with 
)m  for  several  garment  bags 
i  out  flat. 


For  a  new  state-of-the-art 

video  system  that  provides  bigger, 
brighter,  clearer 
movies,  and 
comfortable  new 
electronic  stereo 
headsets  specially 
designed  for  high 
altitude  hi-hdelity. 
For  a  gracious  new   ^ 

international  meal 

service  created  by  12 

famous  chefs,  and  much, 

much  more. 

It's  Pan  Am's  new 

Clipper®  Class.  And  a 

miUion  dollars  says 

it's  the  business  class 

to  beat. 

Pan  Am's  New  Clipper  Class, 

^bu  Can't  Beat  The  Experience! 


Hollywood  has  been  helpless,  until  now,  to 
prevent  owners  of  satellite  dishes  from 
stealing  its  shows  from  the  air.  Will  a  bill 
just  out  of  Congress  turn  program  pirates 
into  paying  customers? 

An  eye  on  the  sky 


By  Alex  Ben  Block 


Depending  on  who  is  counting, 
somewhere  between  500,000 
and  1.5  million  personal  satel- 
lite dishes — "earth  stations"  as 
they're  properly  known — now  dot  the 
American  landscape.  Individuals, 
most  of  them  farmers  in  rural  areas 
not  served  adequately  by  TV  stations 
and  cable,  use  these  dishes  to  grab  TV 
programming  from  the  skies  and 
bootleg  it  into  their  living  rooms,  free 
of  charge.  "Hollywood  can  afford  it, 
can't  they?"  is  the  way  otherwise 
honest  farmfolk  see  it. 

But  Hollywood  will  soon  have  a 
new  law  to  help  it  go  after  the  pro- 
gramming pirates.  HR  4103,  the  cable 
deregulation  bill  that  President  Rea- 
gan is  expected  to  sign  shortly,  is  in- 


furiatingly  vague  in  some  important 
particulars,  but  it  clearly  establishes 
the  following: 

•  The  manufacture,  sale  and  use  of 
earth  stations  is  legal.  (Before  HR 
4103,  the  point  wasn't  settled,  espe- 
cially the  right  to  manufacture  and 
sell  equipment  that  could  possibly  be 
used  illegally.) 

•  While  dish  owners  may  watch 
snatched  programs,  they  must  pay  a 
"reasonable"  fee  to  the  programs' 
owners  if  a  marketing  plan  has  been 
set  up  to  collect  and  the  earth  station 
owners  have  been  given  proper  notice. 

•  Program  pirates  are  subject  to  stiff 
penalties,  ranging  from  a  maximum 
$1,000  fine  and  six  months  in  jail  for 
private  users  to  a  maximum  $50,000 
fine  and  five  years  behind  bars  for 
commercial  users  who  are  convicted 


for  a  second  time. 

Hollywood,  not  surprisingly,  loves  ! 
HR  4103.  "Seminal  .  .  .  landmark  leg- 1 
islation,"  gloats  Jack  Valenti,  presi- 
dent of  the  Motion  Picture  Associ- 
ation of  America,  who  lobbied  hard 
for  passage  during  the  closing  days  of 
the  98th  Congress.  "I  view  [HR  4103] 
as  a  victory  for  people  who  own  cre- 
ative property." 

Maybe  so,  but  the  victors  would  do 
well  not  to  spend  the  spoils  before 
they  are  in  hand.  Among  the  particu- 
lars HR  4103  is  surprisingly  vague  i 
about  are  who  can  collect,  and  how. 

The  bill  provides  only  that  program  ! 
owners  and  other  interested  parties 
may  set  up  marketing  systems  that] 
can  then  demand  royalties  from  users. 
Royalties  demanded  must  be  "reason- 
able/'  whatever  that  means. 

Marketing  systems  themselves, 
moreover,  are  bound  to  be  complex. 
Those  with  a  legitimate  interest  in,  ] 
say,  a  feature  film  could  include  the 
studio  that  made  the  movie,  any  pay 
channel  that  licensed  it,  the  syndica- 
tion company  with  aftermarket 
rights,  the  satellite  resale  company 
that  transmitted  it  and  even  the  cable 
operator  who  retails  it  to  consumers. 

Valenti  for  now  is  brushing  aside 
such  obvious  legal  and  logistical  com- 
plexities. All  interested  parties,  he 
blithely  predicts,  will  get  together  and 
form  "the  son  of  ASCAP" — a  refer- 
ence to  the  organization  that  collects  i 
composers'  royalties  on  music. 

One  major  victim  of  program  pira- 1 
cy,  Time  Inc.'s  Home  Box  Office  sub- 
sidiary, isn't  depending  on  HR  4103  ] 
alone  for  redress.  Sometime  next  year] 


CommTek  Publishing  Co.  President  David  G.  Wolford 
After  the  diesel  tractor,  the  satellite  dish. 


Tim  Kellv/BUck  Star 
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Your  future  is  in  our  sites. 


It's  a  daily  strategy  in  the  State  of  Niagara 
Mohawk. 

The  Economic  Development  Department 
of  Niagara  Mohawk  Power  Corporation 
continues  to  research  ideal  plant  locations 
throughout  our  24,000-square-mile  service 
area  within  New  York  State. 

Your  needs  become  the  concern  of  a  knowl- 
edgeable team— we  become  your  partners 
in  the  long  term  for  the  analysis,  selection, 
and  utilization  of  sites  or  building  locations. 

We  supply  you  with  all  the  facts— about 
water  supply,  zoning,  sewers,  transporta- 
tion, housing,  taxes,  local  labor,  financing 
. . .  and  energy,  low-cost  energy,  from  one  of 
America's  largest  utilities. 


We  not  only  make  the  job  a  much  easier 
one ...  we  help  make  your  decisions  the  right 
ones.  And  we  do  it  all  for  free. 

Write  us  on  your  letterhead  about  your  site 
selection  needs. 

We'll  get  back  to  you  with  vital  informa- 
tion on  our  unique  services,  and  we'll  begin 
providing  you  with  specific  solutions. 

Contact  Edward  J.  Kearney,  Jr., 
Economic  Development  Director,  Niagara 
Mohawk  Power  Corporation,  Dept.  FB,  300 
Erie  Boulevard  W.,  Syracuse,  NY  13202. 

Or  call  him  at  315-428-6008. 

You'll  see  why,  in  the  State  of  Niagara 
Mohawk,  you'll  get  the  power  to  do  more 
business. 


The  State  of  Niagara  Mohawk. 


They  say  it  takes  a  big  computer  company 
to  build  a  big  computer.  But  Goodyear  said,  "Want  to 
bet?"  and  built  a  super  computer  for  NASA.  It  can  add 
or  subtract  6.5  billion  times  a  second.  Which  makes  it 
one  of  the  fastest  computers  in  the  world. 


<^> 
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They  say  your  knees  and  ankles  have  to 
take  a  pounding  when  you  go  for  a  run.  But  Goodyear 
said,  "Not  so,"  and  created  Wingfoot  XLT,M  a  new  ma- 
terial for  insoles.  It  eliminates  97  percent  of  the  shock. 
So  you  can  strengthen  your  heart,  without  weakening 
your  joints. 


HBO  will  begin  scrambling  its  signal    ^ 
Showtime,  the  number  two  pay  T\    ,1 
channel  that  is  owned  by  Viacom 
Warner  Communications  and  Ameri  i  ;-j 
can  Express,  says  it,  too,  will  scram 
ble,  despite  the  considerable  expensi 
and   technical   difficulties   involved 
But  since  almost  every  national  T\ 
program  on  network  and  cable  TV—    - 
from  Good  Morning,  America  to  Thi 
Tonight  Show — is  now  transported  vi; 
satellite,  there  will  still  be  plenty  o 
snatchable  shows. 

If  there  is  a  clear  winner  in  HP  -H 
4103,  it  is  the  dish  manufacturers  .,,, 
whose  interests  were  represented  b) 
the  Society  for  Private  and  Commer 
cial  Earth  Stations  (SPACE).  Now  thai 
the  business  has  been  legitimized  b> 
the  bill,  expect  them  to  pull  out  the 
stops  and  really  push  dish  sales.  Prices 


Short  of  staking  out  the 
farmhouse,  how  can  pro- 
gram owners  prove  that  a 
farmer  ripped  them  off?  Ant 
swer:  They  probably  can't. 


c 
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have  been  dropping  steadily.  A  top-of 
the-line  model  that  fetched  $10,000 
in  1980  now  goes  for  around  $5,000. 
El  cheapos  can  be  bought  for  as  littl 
as  $400  today.  As  prices  have  plunged, 
installations  have  risen  sharply,  from 
maybe  10,000  in  1979  to  around 
800,000  this  year,  according  to  some 
industry  analysts.  And  sales  of  1.5 
million  systems  are  predicted  in  1985 
Now  that  the  business  is  legal,  expei 
big  names — Sony,  Panasonic  and  Phil- 
ips among  them — to  enter  the  U.S. 
market. 

Who  is  buying?  Some  are  wealthy 
individuals  who  care  more  about  pro- 
gram choices  than  the  cost  involved. 
Others  are  bar,  hotel  or  apartment 
house  owners  who  offer  sports  or 
movies  to  their  customers.  The  larg- 
est group,  of  course,  are  farmers  and 
rural  dwellers  who  live  in  the  30%  of 
U.S.  TV  homes  that,  because  of  their 
location,  are  likely  to  remain  beyond 
the  economic  reach  of  cable  TV. 

"The  two  most  important  posses- 
sions a  farmer  owns  today  are  his  die- 
sel  tractor  and  his  satellite  dish,"  says 
David  Wolford,  47,  owner  of  Comm- 
Tek,  which  publishes  Satellite  Orbit 
(the  largest  of  four  TV  Guide-type  mag- 
azines for  satellite  watchers)  and  five 
other  related  magazines  from  modest 
quarters  in  Hailey,  Idaho.  A  break- 
down of  Orbit's  subscribers  shows 
that  10%  live  in  big  cities,  25%  in 
towns  with  50,000  to  100,000  people 
and  65%  in  places  under  50,000  popu- 
lation. The  best  proof  of  who  uses 
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iatellite  dishes,  says  Wolford,  is  that 
wo-thirds  of  all  earth  station  sales  are 
Inade  during  the  last  quarter,  after  the 
armer  completes  the  harvest. 

Jack  Valenti  and  his  MPAA  mem- 
bership will  have  their  hands  full  col- 
lecting from  the  country's  indepen- 
lent-minded  farmers.  HR  4103,  re- 
nember,  establishes  that  mere 
possession  of  a  dish  is  not  illegal.  To 
!lemand  payment  from  a  user,  pro- 
pram  owners  must  prove  that  the  user 
ictually  snatched  and  watched  a  pro- 
pram.  Short  of  staking  out  the  farm- 
house with  electronic  eavesdropping 
:quipment  and  then  storming  it  with 
I  search  warrant,  how  can  program 
i>wners  prove  a  farmer  ripped  them 
jiff?  Answer:  They  probably  can't. 
J  Valenti,  who  was  special  assistant 
'o  the  President  in  Lyndon  Johnson's 
iVhite  House,  is  not  eager  to  risk  his 
Political  capital  by  taking  on  the 
armers.  More  likely  he  will  use  HR 
U03  to  try  to  convince  dish  manufac- 
urers  that  the  best  thing  for  all  con- 
cerned is  to  tack  a  surcharge  onto 
'heir  equipment.  Such  revenues 
|vould  go  into  a  kitty  from  which  the 
creative  types  would  be  compensated. 
Jrhat  way  consumers  would  pay  for 
programming  indirectly  and  up  front. 

It  will  not  be  easy  to  sell  manufac- 
turers on  a  surcharge.  The  language  in 
'he  new  bill  is  vague  about  whether  a 
'nanufacturer  is  obliged  to  help  Holly- 
wood collect  its  royalties.  Manufac- 
turers, on  the  other  hand,  don't  want 
rouble.  They  know  that  without  a 
■steady  diet  of  programming,  nobody  is 
'?oing  to  buy  their  satellite  receiving 
hquipment.  Chuck  Hewitt,  executive 
/ice  president  of  SPACE,  blandly  says 
hat  satellite  TV  viewers  are  willing 
[q  pay  a  fair  fee  for  what  they  watch. 
1  Valenti  has  repeatedly  tried  to  levy 
!i  surcharge  of  this  kind  on  the  home 
/ideo  industry — $50  per  videocassette 
Reorder  and  $1  per  blank  tape.  He  has 
iost  every  time  both  in  the  courts  and 
Congress.  But  he  refuses  to  quit,  and 
/CR  industry  lobbyists  fear  Valenti 
jvill  use  the  principles  laid  down  in 
1R  4103 — which  does  establish  "in- 
ellectual  property"  rights  and  wi- 
lened  responsibilities  for  manufac- 
urers  of  new  technology — to  make 
inother  run  at  them. 
'  "It  [HR  4103]  is  shockingly  vague," 
vorries  Gary  Shapiro,  vice  president 
)f  government  relations  for  the  Elec- 
tronic Industries  Association,  which 
obbies  for  VCR  interests.  "It  smacks 
nore  of  MPAA  power  politics  than 
Veil-thought-out  reasoning." 

Maybe  so,  but  Valenti  has  good  rea- 
son to  keep  trying.  The  prize  in  view 
imounts,  conservatively,  to  several 
lundred  million  dollars  a  year.  ■ 
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They  say  there's  just  no  way  to  make 
today's  lighter  cars  ride  like  yesterday's  heavier  cars. 
But  Goodyear  said,  "Is  that  so?"  and  went  on  to  cre- 
ate air  springs  for  a  computerized  suspension  system. 
So  even  lighter  cars  can  corner  like  a  running  back 
and  ride  like  a  dream. 


See  how  much  you  can  do  when  you  don't 
listen  to  what  "they"  say? 

GOODfVEAR 


1984  The  Goodyear  Tire  and  Rubber  Company 
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ile  dial:  A  few  years  back,  faced  with  explosive 
rban  growth  and  an  inadequate  telephone 
^stem,  the  Egyptian  government  engaged 
ontinental  Telecom  Inc.  to  redesign  its  communi- 
itions  system.  A  massive  research  and  planning 
rogram  to  achieve  this 


metamorphosis  was 
itiated  and  carried  out  by  Contel  Page,  Contel's 
gineering  and  construction  subsidiary.  Today, 
e  of  the  world's  most  up-to-the-minute  com- 
unications  systems  is  becoming  a  reality  in  one 
the  world's  most  ancient  hubs.  From  telephony 
>  satellites.  Architects  of  telecommunication. 
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Dennison  Manufacturing  has  a  good,  sta- 
ble business  in  legal  pads  and  gummed 
labels.  So  why  is  Nelson  Gifford  toying  with 
computer  printers  and  pregnancy  kits? 


Acceptable  risk 


By  Raymond  Goydon 

The  sure  moneymakers 
in    the    California    gold 
rush,  as  everybody  knows, 
were  those  who  sold  the 
shovels,    not    those    who 
panned  for  gold.  But  there 
must  also  have  been  some 
among  the  shovel  merchants 
who  occasionally  abandoned 
practicality  and  went  down, 
pan  in  hand,  to  try  their  luck 
at  the  stream. 

Which  idle  speculation  brings 
us  to  a  contemplation  of  Denni- 
son Manufacturing  Co.  Dennison 
is  big  in  stationery.  It  makes  the 
kind  of  humble  products — note- 
pads, gummed  labels  and  looseleaf 
reinforcements — that  people  over- 
look but  buy  in  gross  lots.  And  that 
makes  Dennison  a  solidly  profitable 
company:  $31.4  million  net  on  $629 
million  sales  last  year,  a  15.4%  return 
on  investment,  earnings  up  20%  on  a 
12%  sales  gain  in  the  first  six  months 
of  this  year. 

Analyst  Katherine  Stults  of  Dean 
Witter  Reynolds  predicts  full-year 
earnings  of  $3.50  a  share,  up  from 
$3.10  last  year,  and  Dennison  Presi- 
dent Nelson  Gifford  doesn't  quarrel 
with  the  estimate. 

Nor  is  Dennison  unaware  of  the 
office  market's  newer  merchandise. 
Last  year  Gifford — who  at  54  has 
worked  32  years  with  Dennison,  the 
last  12  as  chief  executive —formed  the 
Dennison  Computer  Supplies  divi- 
sion to  handle  the  company's  growing 
line  of  computer-related  products 
such  as  floppy  disks,  computer-tape 


cleaners  and  testers,  print  wheels  and 
inked  ribbons. 

Competition  in  floppy  disks  comes 
from  such  technical  heavyweights  as 
3M,  Maxell  and  Verbatim  Corp.  Isn't 
that  a  bit  fancy  for  Dennison?  Not  the 
way  Gifford  sees  it.  "We  believe  that 
within  three  years  the  floppy  disk  will 
be  what  a  pad  of  paper  or  a  notebook  is 
today,"  he  says.  "And,  for  those,  we 
have  a  distribution  system  to  offices 
in  the  U.S.  better  than  anyone  in  the 
business." 

So  far,  then,  so  good.  Framingham, 
Mass. -based  Dennison  continues  to 
work  the  fringes  of  the  office  market, 
which,  with  cyclical  downturns,  has 
brought  it  stable  prosperity  for  136 
years.  Previous  diversification — plas- 
tic fasteners,  price  tags  for  retailers — 
has  been  equally  humble,  and  stable. 

But  now,   it  appears,   Gifford  has 


larger  ambitions.  That  is  why  Denni 
son  has  invested  $8.4  million  in  th 
last  three  years  in  a  joint  venture  witl 
the  Canada  Development  Corp.  t< 
produce  a  high-speed  printer  callec 
Delphax,  and  another  $3.4  million  ii 
B.T.C.  Diagnostics,  a  molecular  biol 
ogy  research  firm. 

Delphax,     a     nonimpact     printer 

prints  6,000  lines  per  minute,  com 

pared  with  1,800  lines  per  minute  fo 

a  typical  computer  impact  printer  anc 

20,000  for  IBM's  and  Xerox'  advancet 

laser  printers.   Gifford,   with  a  ma 

chine  one-third  the  speed  of  IBM  anc 

Xerox  products  but  at  one-seventh  the 

price,  sees  a  big  opportunity.  H( 

turned  to  the  CDC,  he  says,  be 

cause  Dennison  "didn't  have  th( 

finances  to  exploit  the  technolo 

gy  to  its  fullest. 

"I'm  playing  a  big  game,"  ht 
says,    "to    be    in    the    multi- 
hundred-million-dollar     busi 
ness,  rather  than  try  to  nick 
{  el-and-dime  it  into  a  $  1 5  mil 

lion,  $20  million  or  $30 
million  business  over  the 
next  five  years."  But  suc- 
cess depends  almost  en- 
tirely upon  Delphax 
ability  to  convince  a  ma- 
jor original-equipment) 
manufacturer  (OEM)  to 
adopt  the  technology; 
And  it  hasn't  yet. 
Dennison's  other 
technological  foray, 
B.T.C.  Diagnostics, 
is  now  manufactur- 
ing its  first  commercial1 
product,  a  pregnancy  test  kit, 
which  will  be  sold  first  to  the  profes- 
sional market  and  later  in  a  home-use 
version.  Hoffmann-LaRoche  &  Coj 
Ltd.  has  agreed  to  distribute  the  prod- 
uct to  professionals  in  the  U.S.  and 
Canada. 

Panning  for  technological  gold  can 
be  costly.  Research  and  development 
expenses  for  Delphax  and  B.T.C.  were: 
largely  responsible  for  Dennison's 
31%  drop  in  earnings  in  1982,  a  flat 
year  for  office  supply.  But,  nothing 
ventured,  nothing  gained,  says  Gif- 
ford: "No  matter  how  these  ventures 
go,  the  shareholders  are  going  to  win. 
If  I  stop  them,  earnings  go  up.  And  if 
they  win,  the  earnings  go  up." 

Well,  nothing  ventured,  nothing 
lost  is  true  also.  But  let's  see  the  world 
as  Gifford,  who  took  an  economics 
degree  from  Tufts  in  1952,  sees  it. 
He's  gambling  an  R&D  expenditure  of 
less  than  1%  of  annual  sales  on  the 
chance  of  giving  Dennison  a  diversifi- 
cation with  roughly  double  the  5% 
return  on  sales  of  its  basic  business. 
It's  an  applaudable  risk.  ■ 
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Taxing  Matters 


With  the  money  Sam  Newhouse  had,  you'd 
have  thought  he  could  buy  freedom  from 
death  taxes.  He  thought  so,  too. 

Tax  collector's 
vengeance 


By  David  Henry 


A  classic  American  success  sto- 
ry was  S.I.  Newhouse.  Bom  in 
k  poverty  on  the  Lower  East  Side 
of  Manhattan,  he  controlled  his  first 
newspaper,  the  Bayonne  Times  of  Bay- 
onne,  N.J.,  by  the  time  he  was  16. 
When  he  died  at  the  age  of  84,  in  1979, 
he  left  a  private,  $1  billion-plus  pub- 
lishing empire. 

Newhouse  built  and  ran  his  busi- 
ness for  his  family,  putting  relatives 
in  key  jobs.  He  wanted  to  keep  it  that 
way  after  he  died.  Some  40  years  be- 
fore his  death,  the  patriarch  issued 
3,500  preferred  shares  in  his  holding 
company,  Advance  Publications,  to 
his  wife,  two  sons  and  two  brothers. 
These  preferred  shareholders  were 
empowered  to  do  only  one  thing:  stop 
any  attempt  at  liquidating  the  com- 
pany. For  himself,  Newhouse  kept  all 
1,000  of  the  oustanding  shares  of  com- 
mon stock,  10  of  which,  dubbed  Class 
A,  were  the  only  voting  shar'es  in  the 
company. 

When  the  estate  tax  return  was  filed 
in  1980,  the  critical  question  was  how 
much  those  voting  shares  were  worth. 
Newhouse's  sons  and  their  appraiser, 
Chemical  Bank,  said  each  voting 
share  was  worth  only  5  nonvoting 
shares.  According  to  their  numbers, 
the  founder's  1,000  shares  in  all  were 
worth  19%  of  the  valuation  of  Ad- 
vance Publications. 

Absurdly  low,  cried  the  IRS:  Each 
share  of  voting  common  is  really 
worth  about  550  shares  of  preferred 
and  each  share  of  nonvoting  common 
is  worth  about  1 1  shares  of  preferred. 
According  to  the  IRS  appraisal,  New- 
house's  interest  was  worth  82%,  and, 
largely  as  a  result,  the  heirs  had  un- 


derstated the  tax  liability  on  the  en- 
tire estate  by  $610  million. 

So  offensive  did  the  IRS  find  this 
alleged  undervaluation  that  it  slapped 
on  a  stiff  civil  fraud  charge  of  the  type 
normally  reserved  for  attempts  to 
conceal  assets.  That  meant  an  addi- 
tional $305  million  fine,  bringing  the 
final  levy  to  $915  million. 

The  case,  more  than  a  year  old,  is 


currently  dragging  along  in  Tax 
Court.  It  will  be  at  least  another  year 
before  there's  even  a  trial  date.  Mean- 
while, the  Newhouse  heirs  seem  to  be 
taking  the  matter  in  stride.  While 
they  aren't  talking  to  reporters,  news- 
paper analyst  John  Morton  of  Lynch, 
Jones  &  Ryan  says  the  family  business 
is  running  about  the  way  it  would 
have  without  the  tax  fight.  True,  they 
are  not  buying  new  properties,  Mor- 
ton says,  but  it  is  still  too  early  for 
would-be  acquisitors  like  Gannett  to 
be  sniffing  around  hoping  the  estate 
will  be  forced  to  sell  out  in  order  to 


pay  taxes. 

Lesser  mortals  might  be  far  less  sar 
guine.  After  all,  you  don't  have  to  t , 
S.I.  Newhouse  to  worry  about  estat 
taxes.  Though  the  minimum  taxabl 
estate  is  increasing,  you  will  still  ha\ 
to  file  a  return  if  your  assets  are  ov< 
$600,000  in  1987.  That's  not  such 
high  number  by  the  time  you  includ 
insurance  policies  and  the  market  va 
ue  of  your  house. 

The  worry  in  the  Newhouse  case  i 
the  civil  fraud  charge.  The  heirs  aren 
accused  of  hiding  assets.  And  they  ha 
an  appraisal  from  a  respected  institi 
tion.  Yet  the  IRS  threw  the  book  i 
them.  "That,"  says  Baltimore  tax  law 
yer  Jacques  Schlenger,  "scared  th 
hell  out  of  a  lot  of  people." 

Then,  just  as  the  tax  experts  wer 
ready  to  bet  their  reputations  that  th 
IRS  could  not  make  its  case  stick  i 
court,  Congress  made  matters  worst 
Tucked  away  in  the  Deficit  Reduc 
tion  Act  of  1984  are  stiff  new  pena~ 
ties  for  undervaluing  estates  for  deat. 
taxes.  Now  the  IRS  will  be  able  to  sla; 
an  estate  with  a  penalty  of  up  to  30^ 
of  the  unpaid  tax.  Another  sectio: 
also  authorizes  the  IRS  to  keep  tab 
on  appraisers  who  have  undervalue 
estates  before.  They  will  be  blacklist 
ed  and  their  word  will  not  be  worti 
anything  in  court.  Says  New  Orleanr 
tax  lawyer  Edward  Benjamin  Jr.:  "Th 
hazards  have  gone  up  a  hell  of  a  lot.' 

Right  now,  as  expected,  many  ta 
lawyers  are  scrambling  to  file  return 
for  hard-to-value  estates  before  th 
new  law  takes  effect  on  the  first  c 
January.  But  what  happens  after  thati 
Frank  Berall,  a  Hartford,  Conn,  ta:^ 
lawyer,  predicts  the  day  will  com 
soon  when  he  will  have  to  make  rea 
concessions  to  IRS  auditors  lest  the] 
threaten  him  with  an  undervaluatioi 
penalty.  "There's  great  potential  fo 
abuse,"  warns  Berall. 

One  potential  solution  would  be  t< 
persuade  the  Internal  Revenue  Ser 
vice  to  approve  the  selection  of  ai 
individual  appraiser  to  evaluate  an  es 
tate  before  the  return  is  filed.  If  tht 
IRS  agreed  to  that  appraiser,  then  hii 
word  will  be  law,  in  the  manner  of : 
professional  arbitrator. 

But  such  solutions  are  years  off 
What's  more,  this  isn't  the  only  prob 
lem  facing  estate  planners  now,  par 
ticularly  those  who  own  their  owr 
businesses.  Last  year  the  IRS  issued  i 
series  of  rulings  putting  a  chill  or 
estate  freeze  recapitalizations,  a  ta> 
planning  tool  used  with  closely  helc 
companies.  Recaps  freeze  the  founder': 
holdings  at  a  given  point,  shifting  the 
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letropolitan's  increase 
in  new  individual  life  premiums 
is  the  biggest  one 

— ^ — —     ^^  m^ — _ — 1_ — _ 


n  industry  history, 




n  September  28,  Metropolitan  surpassed  yet 
inother  ndustry  record*!  the  larcjest  increase  in  new 
individual  life  insurance  premiums,  annualized,  for  a 
lingTeyear. 

The  increase  already  exceeds  $72  million.  jThat  me^ns 
Metropolitan  accomplished  more  irj  just  nine  months 
,m  iy  ever  f  ui  over  d  full  iwelva  months : 
Several  factors; deserve!  credit,  (bur  sales  force.  Our 
innovative  insurance  products.  Metropolitan  Life's 
id  stability. 
It  all  a$ds  up  to  a  record-breakihg  performance 
he  kindlof  performance  that  makes  Metropolitan 
(life  a  leader 


^h  Metropolita 
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YOU'RE 

NEAR  THE 

TOP 

with  special  responsibilities 

special  views 

special  achievements 
and  very  special  needs. 

The  American  Marketing  Associa- 
tion is  THE  forum  to  share  your  unique 
business  knowledge  and  to  learn  from 
others  who've  reached  for  difficult 
rungs  on  the  ladder. 

Our  members  comprise  leaders  in 
business  with  the  expertise  to  update 
you  on  market  trends  affecting  your 
business.  Keep  your  hold  on  the  ladder 
with. . . 

•  Marketing  News — your  best  market- 
ing report 

*  The  AMA  Marketing  Information 
Center — a  phone  call  away 

♦  Marketing  conferences  by  leaders  in 
the  field 

•  The  Journal  of  Marketing  —  Theory 
and  Tactics 

An  executive  membership  in  AMA 
assures  continued  success  today  and 
tomorrow.  Come  join  us. 

For  more  information,  write  New  Mem- 
bers' Secretary,  American  Marketing 
Association,  250  South  Wacker  Drive, 
Chicago,  IL  60606 
(3i2)  648-0536. 


/MARKETING 

■4SOG/STON 


We're  surprised  you've  made  it  this 
far  without  us. 


Taxing  Matters 


tax  liability  of  future  corporate 
growth  to  heirs.  The  new  IRS  rulings 
say  that  giving  away  potential  earning 
power  is  a  transfer  of  value,  and  you 


must  pay  taxes  on  that  transfer. 

There  are  probably  still  loopholes 
to  be  found  in  this  area,  but  the  Inter- 
nal Revenue  Service  is  currently  ap- 
proaching the  topic  with  what 
Schlenger  calls  "all  the  zealotry  of  an 
ayatollah." 


The  IRS  plays  the  float 


Lesson  Number  One  when  fighting 
the  IRS  is  the  PFFL  principle:  Pay 
first,  fight  later.  Forget  PFFL  and  it 
could  cost  you,  even  if  you're  right. 
It's  a  sound  rule  most  of  the  time,  but 
not  an  unfailing  one. 

Consider  a  recent  decision  in  the 
U.S.  District  Court  in  North  Caroli- 
na, Oxford  Orphanage  Inc.  v.  U.S.  In 
Oxford,  the  orphans  were  forced  to  pay 
the  IRS  interest  on  their  half  of  a 
charitable  trust  from  the  estate  tax 
due  date  right  up  until  the  judge's 
gavel  fell — even  though  the  IRS  never 
claimed  it  was  entitled  to  the  estate 
tax  in  the  first  place. 

The  IRS  even  claimed  it  should  get 
interest  on  a  further  1 80  days  since  it 
was  entitled  to  six  months  to  make  a 
refund.  That  was  a  bit  much,  said  the 
court,  since  the  IRS  hadn't  ever  col- 
lected the  money  in  the  first  place. 

But  the  first  obligation  stuck.  The 
court's  reasoning:  Since  the  estate  had 
a  duty  to  pay  taxes  and  did  not,  it  had 
the  use  of  money  that  rightfully 
should  have  been  in  the  IRS  vaults 
until  the  court  decided  otherwise. 
The  court  cited  a  U.S.  Supreme  Court 
decision,  Manning  v.  Seeley  Tool  &  Box 
Co.  of  1950,  as  its  precedent. 

Just  why  the  orphans  should  have 
paid  a  tax  even  the  IRS  never  claimed 
they  owed  is  unclear.  Take  a  closer 
look  at  the  case,  and  your  heart  goes 
out  to  the  poor  orphans.  They  were 
dealing  with  a  trust  that  was  to  be 
split  between  two  charities  after  it 
had  paid  income  for  the  life  of  a  prior 
heir.  Trouble  was,  the  Internal  Rev- 
enue Code  was  changed  in  1969  so 
that  the  trust  was  no  longer  technical- 
ly eligible  for  charitable  deduction. 
But  the  orphanage  had  only  to  ask  the 
local  state  court  to  change,  or  in  legal- 
ese  "reform,"  the  trust  so  that  it  did 
comply — a  standard  procedure.  The 
estate  applied  for  permission  to  re- 
form the  trust  and  then  filed  an  estate 
tax  return  in  anticipation  of  being  in 
compliance.  Since  they  knew  they 
were  going  to  be  a  qualified  charity, 
they  paid  no  estate  tax.  In  due  course 
the  trust  was  reformed,  and  again  in 
compliance  with  the  tax  laws. 

Enter  the  IRS,  scenting  opportuni- 
ty. It  agreed  that  the  orphans  were 
again  a  qualified  charity  once  the  es- 
tate was  reformed,  and  that  they  owed 


no  estate  tax.  But  since  the  trust  was 
not  yet  in  compliance  when  it  filed 
the  estate  tax,  the  IRS  demanded  in- 
terest on  the  orphans'  half  of  the  es- 
tate even  though  they  knew  it  was  not 
subject  to  estate  tax.  Nuts,  said  the 
orphans  and  off  they  all  went  to  court, 
which  agreed  with  the  IRS,  relying  on 
Seeley. 

Few  tax  attorneys  were  thrilled 
with  the  outcome  of  Oxford.  "Deci- 
sions like  this  really  get  me  annoyed," 
says  attorney  Robert  Taft,  who  heads 
the  tax  department  at  New  York's 
venerable  Botein,  Hays  &  Sklar.  "See- 
ley shouldn't  have  been  applied  in  this 
case.  Here,  in  Oxford,  they  knew  no 
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tax  would  ever  be  due.  There  was  no 
question  that  they  would  get  the  ref- 
ormation. In  Seeley  you  were  dealing 
with  tax-loss  carrybacks,  which  liter- 
ally change  the  past,  and  which  didn't 
exist  when  the  tax  was  fixed  initially. 
So  there  was  no  belief  that  no  tax 
would  be  due.  That's  the  distinction." 

One  might  also  ask  why  the  or- 
phans should  give  up  the  use  of  mon- 
ey they  knew  was  theirs  by  right,  par- 
ticularly when  the  IRS  wouldn't  have 
paid  them  interest  had  they  paid  the 
full  estate  tax  and  gotten  a  refund. 

The  further  implications  of  this 
case  seem  obvious.  In  these  times  of 
towering  deficits,  when  additional  tax 
revenue  would  be  particularly  wel- 
come, there  is  nothing  to  prevent  the 
IRS  from  flooding  the  courts  with  ob- 
viously excessive  claims.  Certainly,  it 
can  rely  on  the  legal  system  to  provide 
sufficient  delays  to  make  it  worth- 
while to  go  after  those  interest 
charges. — Geoffrey  Smith 
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Shedding  new  light  on  the  energy  crisis. 


More  and  more  utilities  are  turning  from  the  expense 
and  the  unsure  supply  of  oil  to  plentiful  and  less  expen- 
sive coal.  Open-pit  mining  of  lignite,  for  example,  calls  for 
wide  experience  in  the  design  and  construction  of  reliable 
excavating  and  bulk  handling  facilities.  Here  again,  Krupp 
is  in  the  forefront  with  the  needed  technology. 

Dependable  bucket-wheel  excavators,  stackers  and 
reclaimers  from  Krupp  provide  the  basis  for  the  effective 
use  of  low-cost  lignite  as  an  important  source  of  energy. 
Our  largest  bucket-wheel  excavator  -  650  ft.  long 
and  260  ft.  high  -  efficiently  digs  315,000  cubic  yards  of 
lignite  day  after  day  after  day.  Miles  of  high-speed  belt 
conveyors  handle  these  huge  amounts  of  overburden 


at  the  mine  site  while  others  deliver  lignite  to  the  neighbor- 
ing power  plant,  all  with  significant  economies. 
Engaged  in  industrial  plant  design  and  construction, 
mechanical  engineering,  electronics,  steel,  shipbuilding 
and  international  trade,  Krupp  offers  innovative 
technology  and  engineering  worldwide  that  can  serve  as 
a  beacon  to  future  growth. 
Can  we  lighten  your  burden? 

For  further  information  please  write  to: 

Krupp  International,  Inc.,  550  Mamaroneck  Avenue, 

Harrison,  N.Y.  10528,  Telephone  (914)  381-2000. 

Krupp.  A  tradition  of  progress. 


<§>  KRUPP 
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A  3M  diskette  can 
make  one  read/write  pass 
on  every  track,  every  hour, 
every  day  for  200  years  and 
still  be  in  terrific  shape. 

Has  3M  discovered  the 
floppy  fountain  of  youth? 

In  a  way,  yes. 

We  discovered  that  if 


you  want  to  make  a  floppy 
that's  certified  100% 
error-free  and  guaranteed 
for  life,  you  have  to  make 
every  last  bit  of  it  yourself. 

That's  why  we're  the 
only  company  that  con- 
trols every  aspect  of  the 
manufacturing  process. 


We  make  our  own 
magnetic  oxides.  And  the 
binders  that  attach  them 
to  the  dimensionally 
stable  substrate.  Which 
we  make  ourselves  from 
liquid  polyester.  Which 
we  make  ourselves. 

We  also  test  our 


should 


floppies.  At  least  327  ways. 
And  not  just  on  exotic 
lab  equipment  with  per- 
fectly aligned,  spotless 
heads.  But  also  on  office 
equipment  like  yours. 
We  even  reject  a  dis- 
kette if  its  label 
is  crooked. 


Some  companies 
claim  their  floppies  are  as 
good  as  ours. 

They  should  live  so 
long. 

One  less  thing  to 
worry  about: 


Numbers  Game 


The  obituary  for  the  stock  option  has  been 
written  before  by  tax  law  changes  and  bear 
markets.  This  time,  however,  the  Financial 
Accounting  Standards  Board  is  at  it. 


The  cure 
that  kills 


What  FASB  "solutions"  would  do  to  IBM  earnings 


Stock  options  may  never  survive  if  an  accounting  solution 
means  companies  have  to  charge  them  off  to  earnings. 


Year-end       Pretax        grant  date- 
stock        earnings      amount         %  of         amount         %  of  existing  rules 
Year            price       (millions)   (millions)    earnings    (millions)    earnings      amount  % 


-Charge  to  earnings 

exercise  date — 

amount         %  of 


1979        $  64.38         $5,553 


$31 


0.56%     $  -47 


0.85% 


0 


0 


1980 


67.88 


5,897 


31 


0.53 


19 


0.32 


1981 


56.88 


6,460 


34 


0.53 


-45 


0.70 


1982 


96.25 


8,222 


43 


0.52 


334 


4.06 


1983 


122.00 


9,940 


55 


0.55 


337 


3.39 


0 


0 


Note:  Options  were  assumed  to  have  been  exercised  or  terminated  on  a  first-in,  first-out  basis.  They  were 
also  assumed  to  have  been  granted  at  midyear  with  an  exercise  price  equal  to  the  average  quarterly  stock 
prices  for  the  year.  The  averaging  method  was  used  for  exercise  date  accounting;  the  minimum  value 
method  was  used  for  grant  date  accounting 


By  John  A.  Byrne 


T|  hat  old  and  much  cherished 
executive  incentive,  the  stock 
option,  is  under  attack  again. 

The  Financial  Accounting  Stan- 
dards Board  has  begun  a  wide-ranging 
reappraisal  of  accounting  principles 
for  executive  compensation.  Corpo- 
rate America  is  worried  that  the  ac- 
countants may  put  a  crimp  in  the 
popular  practice. 

There  are,  of  course,  as  many  differ- 
ent types  of  stock  option  and  bonus 
plans  as  there  are  varieties  of  laundry 
detergent.  The  accountants  seem  con- 
cerned with  inconsistencies  in  the 
way  different  stock  options  are  ac- 
counted for. 

Compare  these  two  plans,  for  exam- 
ple: In  the  first  case,  a  company  offers 
its  executives  an  option  to  buy  1,000 
shares  of  stock  at  the  market  price  of 
$10  a  share.  A  year  later,  when  the 
stock  rises  to  $15,  an  executive 
plunks  down  $10,000  to  exercise  the 
option.  That  gives  him  an  immediate 
$5,000  gain.  There's  no  charge  to 
company  earnings  under  current  ac- 
counting rules. 

In  the  second  case,  the  company 
offers  its  executives  stock  apprecia- 
tion rights  (SARs)  on  those  i,000 
shares.  Instead  of  exercising  the  op- 
tion, the  executive  receives  the  mar- 
ket gain  of  $5,000  in  cash  without 
ever  buying  the  stock.  The  company, 
however,  must  charge  that  $5,000  off 
earnings. 

The  executive  is  receiving  the  same 
economic  benefit  in  both  cases,  yet 
the  accounting  impact  on  the  compa- 
nies is  dramatically  different.  Is  this 
logical? 

The  other  major  issue  is  how  the 
option  should  be  valued.  Two  propos- 
als are  mentioned: 

Under  "grant  date"  accounting,  a 
financial  model  would  be  used  to 
place  a  value  on  the  option  at  grant 
date,  say  $2  for  a  $10  stock  price— the 
discounted  present  value  of  the  ex- 
pected future  appreciation.  The  ex- 
ercise approach  measures  the  cost  as 
the  current  market  price  of  the  stock 
less  the  exercise  price.  The  difference 
between  the  two  approaches  is  thus 
considerable:  In  the  first  case  the 
company  would  charge  off  $2,000;  in 
the  second  case,  $5,000. 

Most  companies,  of  course,  would 
prefer  not  to  have  to  charge  anything 
off.  That  way  the  incentive  is  virtual- 
ly costless  to  them,  other  than  the 
dilution  to  outstanding  shares.  If  the 
FASB    eventually    decides    to    crack 
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down,  companies  could  find  options 
too  expensive.  "Companies  might 
rather  give  it  all  in  cash  if  it  costs 
them  the  same,"  says  Peter  Chingos, 
executive  compensation  expert  for 
Peat  Marwick. 

Consider  the  potential  impact  to 
IBM  if  it  had  to  charge  its  options  to 
earnings.  Under  grant  date  account- 
ing, IBM's  pretax  earnings  would  have 
been  reduced  by  $55  million  last  year. 
Under  exercise  date  accounting,  IBM 
would  have  taken  an  even  greater  hit, 
$337  million,  or  3%  of  pretax  income. 
Because  IBM  doesn't  currently  have 
to  charge  any  of  its  more  than  13 
million  shares  under  option  in  1983, 
however,  there  was  no  charge  at  all 
(see  table). 

The  impact  on  embryonic  high- 
tech  companies  could  be  far  worse. 
It's  not  unusual  for  the  newly  emerg- 
ing high-growth  concern  to  allocate 
10%  to  15%  of  its  outstanding  equity 
for  options.  Exercise  date  accounting 
could  totally  wipe  out  such  a  firm's 
earnings. 

"It  also  impacts  our  ability  to  grow 
businesses  by  getting  entrepreneurial 
people  to  work  for  us,"  complains  Da- 
vid Bossen,  chief  executive  officer  of 
Measurex  Corp.,  a  Cupertino,  Calif.  - 
based  technology  firm. 

Indeed,  by  fixing  the  "problem"  the 
FASB  might  very  well  create  a  new 
one.  Let's  take  another  look  at  IBM. 
Under  exercise  date  accounting,  stock 
options  would  have  siphoned  $334 
million  from  IBM's  earnings  in  1982, 
because  IBM  stock  climbed  from 
$56.88  at  year-end  1981  to  $96.25  by 
the  end  of  1982.  The  year  earlier,  how- 
ever, IBM  stock  had  fallen  from 
$67.88.  That  decline  would  have  re- 
sulted in  a  $45  million  credit  to  IBM's 
earnings  in  1981. 

In  short,  an  accounting  "solution" 
could  lead  to  wild  swings  in  earnings 
that  obscure  the  true  profitability  of  a 
company.  Texas  International  Co. 
once  was  hit  with  a  $5.2  million 
charge  in  a  single  quarter  in  1981  be- 
cause it  had  to  reflect  a  jump  in  its 
stock  price,  from  an  exercise  price  of 
$4.38  to  $39.25  on  SARs. 

Faced  with  such  problems,  a  lot  of 
companies  would  say  the  hell  with  it 
and  look  for  some  other  way  to  reward 
executive  performance.  But  how?  Say 
what  you  will  about  them,  stock  op- 
tions are  a  means  of  making  the  inter- 
ests of  shareholders  and  management 
coincide. 

Cautions  C.  George  Schmidt,  man- 
ager of  executive  compensation  for 
TRW  Inc..  "If  this  isn't  thought 
through,  a  very  important  link  be- 
tween executives  and  shareholders 
could  be  destroyed."  ■ 
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%  ffy  to  South  Afnu. 


Luxury  and  spaciousness  characterize  SAA's  Blue  Diamond  First  Class  cabin. 
Space  to  move  around.  Space  to  stretch.  Space  to  relax  in  the  comfort  of  a  fully 
reclining  Stratosleeper®— considered  by  many  to  be  the  most  comfortable  seat 
in  the  sky. 

Space,  too,  to  spread  out  while  dining  exquisitely  from  an  enticing  menu  that 
includes  gourmet  specialties  from  the  four  corners  of  the  world. 

Our  Blue  Diamond  cabin  staff  are  handpicked  for  their  experience  and  ability, 
and  they  serve  only  First  Class  passengers.  So  while  you  dine,  watch  a  movie, 
listen  to  music  or  just  drift  off  to  sleep,  an  SAA  staff  member  is  always  at  your  call. 

SAA's  Blue  Diamond  Class.  For  sheer  luxury,  there's 
nothing  like  it  in  the  sky. 


Please  call  your  Corporate  Travel  Department,  your  Travel  Agent,  or  fill  out  this  coupon. 
South  African  Airways,  900  Third  Avenue,  New  York,  NY.  10022. 

Name 

Address 


City 


State 


Zip 


District  Sales  Offices  in  New  York,  Houston,  Chicago, 
Los  Angeles,  San  Francisco  and  Toronto,  Canada. 
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On  the  Docket 


Consultants  now  advise  lawyers  on  how  to 
select  juries,  but  human  nature  sometimes 
outfoxes  the  experts. 

Jury 
tempering 


By  Richard  Greene 


Back  in  1972  a  young  Navy  man 
from  Detroit  was  driving  a 
Chevrolet  Chevelle  at  low 
speed.  Another  vehicle  hit  him  from 
behind.  His  car  door  jammed,  and  the 
gasoline  tank  exploded.  He  died  five 
days  later. 

The  driver's  estate  sued  General 
Motors.  As  jurors  were  being  selected, 
a  large,  balding  Texan  named  Bruce 
Vaughan  sat  with  the  plaintiff's  law- 
yers, regularly  passing  them  notes  or 
offering  advice. 

"You  look  for  people  with  very 
large  irises,  that's  the  colored  part  of 
the  eye,"  says  Vaughan,  who  charges 
$1,250  per  day  for  his  work.  "The 
larger  the  iris,  the  greater  the  degree  of 


emotion.  You  also  want  wide  eyes, 
very  thick  lips  and,  hopefully,  turned- 
up  noses.  Those  four  traits  all  say 
emotional  people  who  like  helping 
other  people." 

People,  in  short,  who  are  likely  to 
feel  sorry  for  a  victim.  Vaughan's  ad- 
vice appears  to  have  paid  off.  The  jury 
awarded  $2.5  million,  which  held  up 
on  first  appeal.  The  estate  settled  for 
an  undisclosed  sum  before  a  second 
appeal. 

What  in  the  name  of  Judge  Learned 
Hand  is  going  on  here?  Forget  the  old 
common-law  notion  that  a  jury  is  a 
few  good  men  who  listen  to  the  facts 
and  arrive  at  the  truth  by  reason.  To- 
day a  jury  is  something  to  be  manipu- 
lated. Not  surprisingly,  many  big- 
time  trials  now  involve  outside  ex- 


perts who  peddle  their  ability  to 
choose  and  influence  juries. 

These  so-called  jury  consultants 
help  trial  lawyers  win  cases  just  the 
way  marketing  men  help  Procter  &. 
Gamble  sell  soap.  In  the  37  states 
where  lawyers  select  jurors,  these  spe- 
cialists can  play  a  major  role.  But  even 
where  the  judge  supervises  jury  selec- 
tion, these  legal  mind  readers  are  still 
in  heavy  demand.  They  offer  tips  to 
lawyers  on  how  to  tailor  a  presenta- 
tion to  sway  the  jurors. 

Consultants  argue  that  they  im- 
prove the  judicial  system  by  improv- 
ing the  objectivity  of  juries.  But  that  is 
sheer  whitewash.  Only  the  truly  na- 
ive can  believe  that  lawyers  use  jury 
consultants  to  give  better  justice  to 
the  rest  of  us. 

Lawyers  hire  jury  consultants  to 
win.  And  the  consultants  have  con- 
vinced the  legal  profession  that  they 
can  deliver  the  goods.  The  Complete 
Personal  Injury  Practice  Manual  advises 
attorneys  that  "today,  in  any  signifi- 
cant case,  you  should  explore  the  wis- 
dom of  employing  such  assistance." 

Nobody  knows  how  many  people 
are  now  billing  themselves  as  jury 
experts.  There  is  no  certification  or 
licensing,  and  any  sociologist  or  psy- 
chologist can  hang  out  his  shingle. 
The  number  of  full-time  professionals 
is  in  the  hundreds  and  is  growing  fast. 
This  doesn't  include  those  whom 
consultants  hire:  statisticians,  poll- 
takers  and  graphics  experts  who  de- 
sign the  physical  presentations — to 
name  a  few. 

All  this  is  a  natural — if  somewhat 
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LETTEM  FROM  COGNAC 


I  find  The  New  Yorker  very 
right  for  us.  It  reaches  the  clus- 
ters of  people  nationwide  whom 
we  want  to  reach — reaches  them 
in  very  involving  ways.  It's  truly 
a  national  and  international 
magazine  that  captures  what 
Americans  admire  most  and 
aspire  to  be. 

On  a  personal  level,  I'm 
very  comfortable  with  The 
New  Yorker.  I  see  us  in  there  in 
prestigious  company.  Waterford 
Crystal,  Chanel,  other  interna- 
tional brands — we're  all  there 
together  feeling  comfortable  in 
The  New  Yorker's  environment. 

If  there  weren't  The  New 
Yorker,  I'd  find  the  world  a 
sadder  place.         anurew smith 

GENERAL  MANAGER 
MAR  TELL,  INC. 


WHENY^ 
FOREIGN  E 
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r  DEAL  IN 
LANGE,  DOES 

:e  A  MARKET 

X-UP? 

Say  your  business  needs  Sterling, 
:utschmarks,  Swiss  Francs,  Yen  or  even 
ilaysian  Ringgits. 

You  ask  your  bank  for  a  quote, 
t  few  banks  are  equipped  to  deal  directly  in 
foreign  currencies  -  especially  minor  ones. 
iey  often  lack  first-hand  knowledge  of 
;  local  economy.  What  they  have  to  do  is 
:  a  quote  from  another  bank  that  has 
-the-spot  information. 

That  bank  is  likely  to  be  Barclays. 

Barclays  regularly  makes  markets  in 
er  70  currencies.  In  some  of  them  we  make 
i  only  forward  market,  which  means  we 
1  push  a  button  and  give  your  bank  a 
ote.  They  then  pass  it  on  to  you. 
ith  their  mark-up. 

You'd  do  better  to  deal  directly 
th  the  bank  that  makes  the  market. 

The  dealing  room  that 
never  shuts. 

The  effectiveness  of  our  operation  in 
nor  currencies  reflects  our  strength  in  the  majors. 
>t  year  over  1,000,000  deals  moved  through  our 
dealing  rooms  around  the  world.  A  total  of  over 
e  trillion  dollars  in  foreign  exchange  transactions. 

The  sheer  size  of  our  international  network 
res  us  a  24  hour  watch  on  the  world's  money 
irkets.  We're  in  83  countries  and  the  major  finan- 
1  centers  in  the  United  States.  Our  worldwide 
ets  are  in  excess  of  "$94  billion. 

Wherever  we  are,  you  are. 

Barclays'  "local"  approach  to  international 
iking  means  we  make  it  our  business  to  become 
I  of  the  economies  in  which  we  operate.  And 
:ause  we're  there  -  so  are  you.  Our  understanding 
local  markets  enables  us  to  offer  you  sound  advice 


as  well  as  fast  action.  We  can  keep  you  up  to  date  on 
government  regulations,  strengths  and  weaknesses 
of  currencies,  and  any  trends  likely  to  affect  your 
overseas  business. 

If  you'd  like  to  know  more  about  the  bank  that 
knows  most  about  the  world,  please  contact:  Joseph 
Cammarata,  Vice  President,  or  Robert  Hatcher,  Assistant 
Vice  President.  North  American  Foreign  Exchange  and 
Money  Market  Centre,  160  Water  Street,  PO  Box  1754, 
New  York,  N.  Y  10163.  Or  call  them  at  (212)  601 4084. 

*as  of  December  31,  1983. 


BARCLAYS 


83  COUNTRIES    WORLDWIDE  ASSETS  $94  BILLION 
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sleazy — outgrowth  of  a  complex  soci- 
ety. Under  common  law,  the  goal  was 
to  have  jurors  who  knew  the  accused, 
a  jury  of  his  peers.  The  accused  was 
tried  by  the  community.  Today,  being 
a  man's  peer — his  neighbor — would 
almost  certainly  disqualify  a  juror. 
Over  the  centuries,  lawyers  have  cre- 
ated a  role  for  themselves  in  the  jury- 
selection  process.  It  was  one  way  of 
improving  their  chances  of 
winning  cases. 

At  first,  attorneys  simply  eliminat- 
ed jurors  who  they  felt  had  preconcep- 
tions about  the  case.  Clarence  Darrow 
wrote  a  major  tract  explaining  which 
ethnic  groups  were  best  suited  to 
which  cases.  He  didn't  want  Germans 
on  juries,  for  example,  because  "they 
are  bullheaded,"  and  avoided  Swedes 
because  "they  are  stubborn."  But  he 
liked  selecting  Irishmen  and  Jews  be- 
cause "they  are  easiest  to  move  to 
emotion.  ..."  But  that  was  just  the 
start.  In  the  early  Sixties,  jury  selec- 
tion became  more  sophisticated.  In- 
stead of  accepting  teachers  or  those  of 
Irish  descent,  lawyers  tried  to  probe 
each  potential  juror's  psyche. 

Soon  well-meaning  outsiders  began 
offering  lawyers  aid  in  political  trials. 
Psychologists  spotted  latent  preju- 
dice; sociologists  pinpointed  demo- 
graphic traits.  William  Kunstler,  the 
notorious  espouser  of  radical  causes, 
even  used  an  Indian  holy  man  to  help 
spot  pro-Indian  jurors. 

These  do-gooders,  however,  quickly 
realized  that  they  could  do  even  better 
by  selling  their  services  to  the  legal 
profession.  "This  started  out  as  a  so- 
cial movement,  and  turned  into  an 
industry  with  business  cards,"  says 
sociologist  Amitai  Etzioni. 

Right  now  the  General  Motors  of 
jury  consulting  is  a  California-based 
company  called  Litigation  Sciences, 
Inc.  Donald  Vinson,  its  managing 
partner,  used  to  head  the  marketing 
department  at  the  University  of 
Southern  California.  He  opened  his 
first  office  in  Los  Angeles  in  1979,  a 
second  office  in  Houston  last  year  and 
a  third  in  New  York  City  last  month. 
LSI's  primary  staff  consists  of  16  full- 
time  Ph.D.s,  who  serve  mostly  big- 
name  law  firms  with  Forbes  500s  cli- 
ents. The  fees  average  between 
$100,000  and  $200,000.  But  then  the 
typical  lawsuits  they  are  involved 
with  are  in  the  range  of  $10  million  to 
$100  million. 

Who  pays  for  all  this?  The  public 
does.  To  the  extent  that  damage  cases 
yield  bigger  awards,  insurance  rates 
must  go  up.  In  addition,  there  are  of- 


ten direct  costs  to  taxpayers.  Select- 
ing a  jury  in  a  criminal  trial  in  New 
York  City,  for  example,  now  often 
takes  two  or  more  days.  Who's  paying 
for  the  judge,  the  courtroom,  the  ju- 
rors, while  the  consultants  ply  their 
trade?  You  and  I. 

It  is  a  fact  of  life  that  prospective 
jurors  often  lie  when  questioned  by 
lawyers.  Am  I  prejudiced?  Of  course 
not,  they  will  respond.  The  lawyer's 
challenge  is  to  dig  deeper — and  here's 
where  the  consultants  sometimes 
help.  They  spend  long  hours  devising 
questions  to  ferret  out  the  truth. 

But  the  business  doesn't  stop  there. 
Another  flock  of  consultants,  for  ex- 
ample, are  body-language  experts.  So, 
while  the  potential  juror  may  be  say- 
ing, "I'm  unbiased,"  his  crossed  legs 
and  crossed  arms  are  saying,  "I'm  ly- 
ing through  my  teeth."  Bruce 
Vaughan,  the  man  who  helped  pull 
$2.5  million  out  of  GM,  combines 
this  with  a  study  of  the  body  and  face. 


Who  pays  for  all  this?  The 
public  does.  To  the  extent 
that  damage  cases  yield 
bigger  awards,  insurance 
rates  must  go  up.  And 
there  are  often  direct  costs 
to  taxpayers.  Who  pays  for 
judge,  courtroom,  jurors, 
while  consultants  ply 
their  trade?  You  and  I. 


He's  now  offering  a  correspondence 
course  to  paralegals  to  teach  them  the 
skills  he  has  mastered. 

Other  consultants  bury  the  subject 
in  statistics.  What  kinds  of  people  are 
most  sympathetic  to  big  corpora- 
tions? They  will  survey  a  community 
to  determine  whether  a  lawyer  repre- 
senting IBM  is  better  off  with  unmar- 
ried women  over  30  or  retired  civil 
servants.  Again,  the  similarities  to 
product  marketing  are  strong. 

Steve  Roth  heads  a  division  of  Dore- 
mus,  a  New  York  public  relations 
firm,  that  gets  even  more  exotic.  He 
believes  in  the  use  of  simulated  trials. 
"They're  like  out-of-town  tryouts," 
he  says.  In  these  tests,  conducted  be- 
fore a  trial  begins,  Roth  tries  to  come 
up  with  a  mix  of  people  who  will 
share  the  demographics  of  the  actual 
jury.  Lawyers  then  evaluate  court- 
room strategy  by  testing  the  dummy 
group's  reaction. 

Roth  carefully  differentiates  what 
he  does  from  the  use  of  so-called  shad- 
ow juries.  Experts  who  use  this  tech- 
nique hire  people  with  demographic 
characteristics  that  match  those  of  ac- 
tual jurors.  The  look-alike  jurors  sit  in 


the  courtroom  every  day,  and  at  night 
the  lawyers'  hired  hands  question 
them.  "What  did  you  think  of  their 
expert  witness?"  they  may  ask.  Or 
"Did  you  think  that  our  client  was 
telling  the  truth?" 

Many  consulting  experts  find  the 
use  of  these  shadow  panels  objection- 
able. To  an  extent,  this  is  a  case  of  the 
pot  calling  the  kettle  black.  The  ex- 
perts claim  they  can  spot  differences 
among  potential  jurors  with  similar 
backgrounds.  But  if  all  39-year-old 
Baptists  from  Mingo  County,  W.Va. 
think  exactly  alike,  then  you  don't 
need  to  pay  someone  to  watch  body 
language  or  eye  color,  you  just  have  to 
hire  a  39-year-old  West  Virginian  Bap- 
tist. Bad  news  for  the  consulting  busi- 
ness. You  don't  really  need  a  high- 
priced  consultant  to  pull  together  a 
shadow  jury. 

Lately  the  jury  consultants  have 
been  getting  their  share  of  bad  public- 
ity, some  of  it  well  deserved.  There 
are  allegations  that  some  courtroom 
experts  go  to  the  neighborhoods  of 
chosen  jurors  to  quiz  friends  and 
neighbors — not  too  far,  perhaps,  from 
jury  tampering.  More  troubling  is  the 
fact  that  help  from  the  consultants 
who  aren't  quacks  may  be  available 
only  to  rich  individuals  or  large  com- 
panies, perverting  the  entire  judicial 
system. 

Another  problem  with  the  consul- 
tants is  their  virtual  invisibility.  Of- 
ten no  one  in  the  courtroom  even 
knows  that  these  experts  are  involved 
in  a  case.  Thus,  what  looks  like  a 
normal  jury  may  actually  have  been 
carefully  rigged,  and  only  one  side 
knows  it.  "If  they  know  we're  there, 
we're  not  doing  our  job  right,"  con- 
cedes one  expert  at  reading  juries. 

Is  there  an  end  in  sight?  The  free 
market  will  control  this  business  just 
as  it  does  everything  else.  As  more 
and  more  pseudoexperts  enter  the 
field,  more  attorneys  will  grow  disen- 
chanted. For  the  consultants  don't  al- 
ways carry  the  day. 

In  the  current  bestseller  Fatal  Vision, 
author  Joe  McGinniss  describes  the 
trial  of  Jeffrey  MacDonald,  a  former 
Green  Beret  captain  who  was  accused 
of  killing  his- pregnant  wife  and  two 
young  daughters.  MacDonald's  attor- 
ney hired  jury  experts  for  about 
$15,000,  and  they  suggested  that  he 
try  to  select  middle-class,  pillar-of- 
the-community  types  who  presum- 
ably would  be  inclined  to  believe  that 
his  square-jawed,  clean-cut  client 
would  be  incapable  of  such  a  crime. 
The  lawyer  got  the  jury  he  wanted, 
but  he  lost  anyhow.  MacDonald  is 
now  serving  three  consecutive  life 
terms  in  prison.  ■ 
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This  announcement  appears  as  a  matter  of  record  only. 


$237,390,000 


Financing  arranged  for  the  acquisition  of 


Days  Inns  of  America,  Inc. 

by  DIA  Acquisition  Corp. 
a  newly  formed  corporation  organized  by 

Reliance  Capital  Group,  L.P. 


$90,000,000  Senior  Exchangeable  Variable  Rate  Notes 

$40,000,000  Senior  Notes 

$55,000,000  Subordinated  Debentures 

$40,000,000  Exchangeable  Variable  Rate  Preferred  Stock 

12,390,000  Shares  of  Common  Stock 


The  undersigned  structured  and  privately  placed  these  securities. 


Drexel  Burnham  Lambert 


INCORPORATED 


September,  1984 
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The  new  IBM  Display!Wt% 


•Prices  apply  at  IBM  Product  Centers  and  may  vary  at  other  it,  ires 
"Available  in  July,  1984. 


?ries  is  here.  Spread  the  word. 


In  1980,  IBM  introduced  the  Display  writer  System. 
Today,  it's  become  the  best-selling  stand-alone  text  processor 
in  the  world.  One  reason  for  this  success  is  the  Display  writer  s 
function-rich  software. 

If  you're  looking  for  software  like  that,  but  working 
on  an  IBM  personal  computer,  you  don't  have  to  look  any  further. 
Because  the  IBM  DisplayWrite  Series  is  here. 

And  it  will  put  many  of  the  features  and  capabilities  of  a 
dedicated  word  processor  to  work  for  you  when  you're  writing. 

It  runs  in  the  family. 

"You'll  find  two  word  processing  programs  in  this  series: 
There's  DisplayWrite  1,  for  IBM  personal  computers  —  including 
PC/r.  And  DisplayWrite  2,  with  added  functions  for  your  PC, 
PC/XT  or  Portable  PC. 

\bu'll  also  find  DisplayWrite  Legal,  a  dictionary  of  about 
16,000  words  that  a  lawyer  might  need  to  check. 

And  you'll  find  DisplayComm,  which  lets  your  IBM  PC 
send  and  receive  text  to  and  from  other  IBM  PCs.  If  you're 
writing  at  the  office,  this  program  could  also  let  you  send  text 
to  an  IBM  Displaywriter  down  the  hall.  (From  there,  it  could  be 
sent  on  to  an  IBM  host  computer  for  distribution.) 

Some  words  on  high  function. 

The  DisplayWrite  word  processing  programs  give  you  the 
time-saving  features  you'd  expect  from  IBM.  Justified  margins, 
centered  lines  and  pagination,  for  example.  "You'll  even  have 
prompts  and  messages  to  help  guide  you  along. 

But  there  are  also  some  features  in  DisplayWrite  2  you 
might  not  expect.  Like  easy  column  formatting,  four- function 
math  capability/?//^  a  spelling  checker  based  on  a  dictionary  of 
about  100,000  words. 

\et  the  biggest  surprise  of  all  may  be  the  price* 
DisplayWrite  1,**  $95.  DisplayWrite  2,  $299.  DisplayWrite 
Legal,  $165.  DisplayComm,  $375. 


Where  you  can  find  all  four. 

Get  more  information  about  the  IBM  DisplayWrite  Series  at 
your  authorized  IBM  Personal  Computer  dealer  or  IBM  Product 
Center.  To  find  one  near  you,  call  800-447-4700.  In  Alaska  or 
Hawaii,  800-447-0890. 

Stop  there  first  and  get  the  last  word. 


Personal  Computer  Software 


Edited  by  Stephen  Kindel 


American  consumers  will  try  almost  any- 
thing once.  But  given  a  poor  product — like 
home  financial  software — they  become  the 
toughest  customers  around. 


The  hard  sell 


By  Ellen  Benoit 


At  a  recent  Future  Computing 
seminar  on  home  computers, 
Scott  Cook  asked  an  audience  of  com- 
puter   company    executives,    "How 


many  of  you  use  software  for  your 
home  finances?"  Eight  hands  were 
raised.  "Eight  out  of  180,"  said  Cook. 
"And  you  run  this  industry.  If  you're 
not  using  software  for  your  home  fi- 
nances, why  should  you  expect  any- 


one else  to  use  it?" 

Why  indeed?  While  about  65%  of 
computer  hardware  and  software  de- 
velopers and  vendors — the  people 
most  knowledgeable  about  the  busi- 
ness—have bought  or  tried  home  fi- 
nancial software,  only  4%  of  them 
continue  to  use  it.  That  means  96%  of 
them  gave  up.  Among  their  custom- 
ers, it's  the  same  story.  Or  worse:  An 
estimated  99%  of  home  financial  soft- 
ware sold  goes  unused. 

Against  those  numbers  Cook,  presi- 
dent of  the  Palo  Alto,  Calif. -based 
softwaremaker  Intuit,  recently  began 
selling  Quicken,  a  checking  and  fi- 
nance software  package  for  home 
computer  users.  What  makes  Cook 
think  his  program  will  satisfy  cus- 
tomers where  others  have  not?  Be- 
cause it  delivers  less  than  other  major 
home  financial  programs  and,  as  oth- 
ers have  discovered,  less  is  often 
more.  Quicken  doesn't  contain  a  lot 
of  the  features  found  in  such  leading 
programs  as  Arrays,  Inc. /Continental 
Software's  The  Home  Accountant, 
Monogram's  Dollars  and  Sense  or  An- 
drew Tobias'  Managing  Your  Money 
from  MECA.  But  what  it  has,  Cook's 
market  research  shows,  is  the  basic 
stuff  most  people  really  want. 

In  four  years  as  a  product  manager 
with  Procter  &.  Gamble,  Cook  learned 


Intuits  Scott  Cook,  with  Quicken 

Overcoming  sour  personal  experiences  with  a  familiar  package. 


Liane  Enkcli^dullien 
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the  major  lesson  underlying  Quicken. 
"At  P&G,"  he  says,  "they  always  fo- 
cus on  a  single  benefit  that  the  cus- 
tomer can  understand.  For  example, 
Tide  'gets  clothes  clean.'  What  we 
found  was  that,  for  most  people,  home 
finance  means  paying  their  bills  by 
check,  tracking  expenses  and  balanc- 
ing their  checkbooks.  Period."  Users 
don't  necessarily  want  to  create  and 
balance  a  household  budget,  manage 
stock  portfolios  or  fiddle  with  insur- 
ance policies. 

In  fact,  Cook  found,  people  don't 
like  doing  financial  chores.  What  they 
most  want  software  to  do  for  them  is 
simplify  their  basic  financial  manage- 
ment so  they  can  get  it  over  with 
faster. 

Cook  acknowledges  there  are  peo- 
ple who  want  to  do  more  than  pay 
bills  and  balance  checkbooks,  but  his 
market  research  shows  they  represent 
only  about  15%  of  the  home  market 
(see  box).  In  effect,  makers  of  home 
financial  software  have  been  trying  to 
satisfy  85%  of  the  market  with  pro- 
grams better  suited  to  the  other  15%. 
No  wonder  so  much  of  that  software 
gathers  dust. 

How  could  softwaremakers  as  suc- 
cessful as,  say,  Continental  miss  a 
large  part  of  the  market?  Poor  re- 
search is  one  factor.  Says  Cook,  "Most 
software  companies  create  a  program, 
then  bring  marketing  in  toward  the 
end,  when  they're  ready  to  sell  it.  We 
started  with  market  research."  Intuit 
conducted  six  months  of  market  re- 
search before  hiring  its  first  engineer/ 
programmer. 

Engineering  is  the  second  problem. 
Says  Cook,  "Programmers  have  a 
bells-and-whistles  mentality.  They 
can't  resist  trying  to  top  each  other's 
efforts  by  adding  more  and  more  fea- 
tures. What  you  get  is  something  that 
is  marvelous  to  behold  but  is  too  com- 
plex for  any  ordinary  person  to  use." 
Yet  even  though  Cook  has  tried  to 
simplify  his  way  to  software  success, 
he  faces  what  may  be  a  critical  mar- 
keting problem.  Worse'  than  never 
having  tried  home  financial  software, 
many  of  Intuit's  potential  customers 
have  tried  and  given  up.  "It's  virtually 
impossible  to  outmarket  a  sour  per- 
sonal experience,"  says  Cook.  "The 
lesson  at  P&G  was,  once  you've 
turned  a  customer  off,  it's  almost  im- 
possible to  turn  him  on  again." 

So,  to  gain  credibility  for  his  prod- 
uct, Cook  is  letting  Wells  Fargo  Bank, 
which  helped  develop  the  product,  ad- 
vertise and  sell  it.  "For  this  kind  of 
marketing  problem,"  says  Cook,  "you 
need  a  third  party/one  the  consumer 
can  trust.  In  this  case  it's  the  bank." 
Wells  Fargo,  which  ranks  fourth  in 


The  mystery  customer 


When  a  company  like  Intuit  or 
Monogram  develops  software 
to  run  on,  say,  the  IBM  Personal 
Computer  or  \pple's  Macintosh, 
the  hardwaremakers  supply  reams 
of  technical  specifications  and 
hours  of  guidance.  But  only  in  rare 
instances  do  they  supply  marketing 
or  demographic  information.  If  the 
software  developer  knew  what  a 
Macintosh  user  looked  like — why 
he  bought  his  computer,  what  he 
wants  to  do  with  it — chances  are 
the  software  would  be  a  better  fit. 

Yet  IBM,  for  example,  flatly  re- 
fuses to  share  demographic  infor- 
mation, claiming  it  sees  "no  need 
to."  And  Apple  gives  only  a  little  to 
its  regular  developers  and  answers 
certain  questions  only  when  ?.nd  if 
they  come  up. 

What  gives?  Hardwaremakers,  it 
turns  out,  don't  give  out  such  infor- 
mation because  they  don't  have  it 


themselves.  The  fact  is,  personal 
computer  manufacturers,  delight- 
ed with  demand  from  business  and 
educational  markets,  have  done  lit- 
tle in  the  way  of  surveying  individ- 
ual customers.  Even  when  they 
have  assembled  marketing  data, 
says  Aaron  Goldberg,  director  of 
microsystem  services  at  the  market 
research  firm  IDC,  based  in  Santa 
Clara,  Calif.,  they  are  deathly  afraid 
that  it  will  leak  to  the  press  and, 
from  there,  to  their  competitors. 

That  kind  of  protectionism 
doesn't  seem  to  make  sense.  In  the 
absence  of  real  marketing  data, 
software  developers  are  likely  to 
continue  making  software  that  no- 
body buys  or,  worse,  orienting 
themselves  to  the  office  market,  as 
did  Lotus  Development  Corp.  And 
that  will  leave  the  home  computer 
market's  considerable  potential 
largely  unrealized.— E.B. 


retail  deposits  in  the  country,  offers 
Intuit  a  potential  first  market  of  more 
than  50,000  users  among  its  northern 
California  customer  base  alone. 

It  might  work,  not  least  because 
Wells  Fargo's  customers  are  likely  to 
be  a  bit  less  jaded  than  other  banks'. 
Wells  Fargo,  while  internally  as  auto- 
mated as  any  other  bank,  has  held  off 
on  home  banking,  which  has  turned 
out  to  be  a  big  turnoff  for  customers  of 
other  banks.  In  California,  for  exam- 
ple, Bank  of  America's  new  Home- 
Banking  service  seems  to  be  topping 
out  at  16,000  customers,  far  shy  of  its 
year-end  goal  of  25,000.  Pronto,  home 
banking  from  New  York's  Chemical 
Bank,  has  approximately  10,000  cus- 
tomers; an  estimated  year-end  goal 


was  20,000. 

"We  were  not  convinced  the  mar- 
ket is  ready  for  interactive  home 
banking,"  says  Lisa  Andrews,  Wells 
Fargo's  senior  project  manager  for 
electronic  services.  Nevertheless, 
Wells  Fargo  does  see  Quicken  as  a 
good  first  step,  without  the  expensive 
and  frequently  slow  communication 
equipment  needed  for  home  banking. 

Disenchanted  users  of  home  bank- 
ing and  home  financial  software  will 
be  a  tough  sell.  But  Cook  believes  the 
marketing  savvy  he  learned  at  P&G 
will  give  Intuit  a  good  chance  with 
them.  To  that  very  point,  he  is  pack- 
aging Quicken  in  a  yellow,  red  and 
orange  box,  just  like  the  washday  mir- 
acle, Tide. 


Is  Frank  Perdue  chicken? 


It  takes  a  tough  man  to  make  a 
tender  chicken,"  said  Frank  Perdue, 
chairman  of  Perdue  Farms,  Inc.  in 
Salisbury,  Md.,  in  an  early  commer- 
cial. To  which  he  might  have  added: 
"And  a  smart  one  to  get  consumers  to 
pay  more  for  it." 

As  a  marketing  trailblazer — the 
man  generally  credited  with  selling 
the  idea  of  brand-name  chicken  to  the 
American  public — Perdue  gets  high 
marks  for  savvy  and  aggressiveness. 
Which  explains  why  his  competition 
sat  up  and  took  notice  when  Perdue 
Farms  opened  its  first  chicken  restau- 
rant in  early  1981. 

The  multilevel,  cafeteria-style  res- 
taurant in  New  York's  borough  of 


Queens  seats  195  people  and  offers  a 
menu  of — no  surprise  here — cold, 
fried  and  broiled  chicken,  supple- 
mented by  vegetables  and  biscuits  or 
muffins.  Generous  portions,  reason- 
able prices  and  high-quality  food 
would  seem  to  make  the  place  a  wel- 
come dining  alternative,  the  kind  of 
place  you  would  expect  to  grow  into  a 
regional  or  national  chain.  Yet  today, 
almost  four  years  after  he  opened  it, 
the  restaurant  remains  the  only  one 
with  Perdue's  name  on  it. 

Why  hasn't  he  grown  it  into  a 
chain?  Is  it  unprofitable?  Has  the  king 
of  the  barnyard  lost  his  pluck?  Forbes 
asked,  but  Perdue  declined  to  be  inter- 
viewed. A  spokesman  for  the  com- 
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pany  said  Perdue  Farms  was  too  busy 
expanding  its  core  businesses,  acquir- 
ing new  ones,  such  as  Shenandoah 
Turkey  Operations,  and  building  new 
processing  facilities,  to  work  on  res- 
taurant development. 

And  therein  lies  an  object  lesson  in 
business  and  marketing.  While  Per- 
due Farms  has  put  its  restaurant  ex- 
pansion plans  on  hold,  others  in  the 
business  have  displayed  no  similar  re- 
luctance. A  rundown  of  the  players 
and  their  recent  activity  shows: 

•  Kentucky  Fried  Chicken.  A  sub- 
sidiary of  R.J.  Reynolds  Industries, 
KFC  has  6,123  outlets  worldwide, 
about  75%  of  them  in  the  U.S.  Plans 
call  for  about  1, 100  new  restaurants  to 
be  opened  here  during  the  five  years 
from  1984  to  1988.  Annual  sales  total 
$2.6  billion  worldwide. 

•  Church's  Fried  Chicken.  Number 
two  to  KFC,  San  Antonio-based 
Church's  now  owns  1,234  units  and 
franchises  259  more.  Construction  of 
approximately  125  restaurants  in 
1985  will  more  than  double  this  year's 
growth.  No  projections  are  available 
for  the  post- 1986  period.  Sales  for  fis- 
cal 1983  totaled  $454.5  million. 

•  Popeyes  Famous  Fried  Chicken  & 
Biscuits.  Popeyes  owns  or  franchises 
423  restaurants  throughout  the  U.S. 
During  fiscal  1984,  90  units  will  open 
for  business,  with  125  more  planned 
for  1985.  Some  700-plus  restaurants 
are  envisioned  in  the  company's  cur- 
rent five-year  plan.  Sales  in  1984: 
$325  million. 

•  Chick-fil-A,  Inc.  Founded  by  S. 
Truett  Cathy  (see  Up  &  Comers,  June  4), 
this  Atlanta-based  concern  runs  302 
restaurants  in  a  quasi-franchise  ar- 
rangement with  local  operators  in  31 
states.  All  but  two  of  C-f-A's  restau- 
rants can  be  found  in  shopping  malls. 
With  only  500  suitable  malls  in  all  the 
U.S.,  placements  become  a  chore,  but 
current  plans  call  for  25  to  35  new 
restaurants  per  year.  C-f-A's  sales  in 
1983:  $134  million. 

•  Bojangles'  of  America,  Inc.  When 
acquired  by  The  Horn  &  Hardart  Co. 
in  early  1982,  Bojangles'  had  52  units, 
mostly  in  the  Southeast.  Today  there 
are  265.  The  chain  hopes  to  be  in  27 
states  by  year-end.  Approximately 
150  to  165  new  units  will  be  opened 
next  year,  and  more  than  200  the  year 
after  that.  (H&H  holds  development 
contracts  for  600-plus  units.)  Sales  fig- 
ures are  not  available. 

Such  numbers  show  that  the  aver- 


A  contented  Perdue  restaurant  customer 
The  real  profits  are  in  the  parts. 

age  consumer  is  already  eating  a 
chickload  of  wings,  drumsticks, 
breasts  and  thighs,  and  that  the  major 
chains  are  betting  they'll  eat  even 
more  in  years  to  come.  Nor  are  they 
alone.  McDonald's,  Burger  King, 
Wendy's  and  others  of  the  burger 
brotherhood  have  added  chicken  to 
their  menus.  McDonald's  claims  that 
sales  of  its  Chicken  McNuggets  make 
it  the  world's  second-largest  chicken 
restaurant  chain. 

Add  to  this  the  scores  of  fried  and 
charcoal-broiled  chicken  restaurants 
operated  by  small  chains  and  indepen- 
dents in  cities  and  towns  across  the 
land,  and  a  pattern  emerges. 


Perdue  and  company  aren't  chicken 
at  all.  With  all  that  expansion,  Perdue 
has  figured  out  that  it's  better  to  be  a 
supplier  of  chickens  to  restaurants 
than  a  vendor  to  the  public.  And  he's 
not  the  only  chicken  major  to  discov- 
er that.  Holly  Farms  Poultry  Indus- 
tries, Inc.  of  Wilkes-Barre,  N.C.,  a  di- 
rect competitor  of  Perdue  and  the  sec- 
ond-largest chicken  manufacturer  in 
the  nation  after  ConAgra  Inc.  (Perdue 
ranks  third),  was,  until  Perdue 's  res- 
taurant opened,  the  only  top-ten  pro- 
cessor involved  in  the  restaurant  busi- 
ness. At  its  zenith,  the  Holly  Farms 
Fried  Chicken  restaurant  chain  in- 
cluded 133  outlets,  56  of  which  were 
co-owned  by  Safeway  Corp.  But  to- 
day, after  15  years  in  the  business, 
Holly  Farms  has  divested  itself  of 
most  of  its  restaurants  and  expects  to 
be  free  of  the  remainder  within  the 
next  six  months. 

Francis  Garvin,  Holly  Farms'  presi- 
dent and  CEO,  explains  that  the  early 
1980s  were  not  easy  years  for  chicken 
processors.  But  with  the  business 
turnaround  in  1984 — "a  record  year  in 
the  chicken  business,"  says  Garvin — 
new  marketing  opportunities  arose, 
largely  because  of  the  growing  de- 
mand for  chicken  fillets  and  other 
specialty  parts  from  chicken  restau- 
rants and  other  fast-food  outlets.  And 
there's  profit  in  parts.  "As  more  peo- 
ple have  concentrated  on  selling  just 
the  breast,  the  price  has  gone  up," 
notes  James  L.S.  Collins,  an  executive 
vice  president  with  C-f-A. 

All  of  which  means  that  Frank  Per- 
due could  add  an  aphorism  to  his  al- 
ready long  list:  "It  takes  a  smart  man 
to  stay  with  the  business  he 
knows." — Raymond  Goydon 


Space  shots 


Everyone  has  been  dazzled  by  pho- 
tos from  America's  space  pro- 
gram. The  National  Aeronautics  and 
Space  Administration  (NASA)  has 
made  good  use  of  such  images  as  the 
earth  seen  from  the  moon,  shot  by  the 
first  Apollo  astronauts,  or  the  Space 
Shuttle's  open  cargo  bay  with  the 
curve  of  the  earth  hanging  above  it. 
The  purpose,  of  course,  is  to  keep  in- 
terest in  the  space  program — and  the 
agency's  congressional  appropri- 
ations^— sky-high. 

Nice  pictures,  but  who  makes  the 
cameras  that  take  them?  Japan's  Ni- 
kon or  Minolta,  both  makers  of  preci- 
sion 35mm  cameras?  Maybe  Ger- 
many's Rollei,  which  has  long  set  a 
standard  in  lens  clarity?  Nope.  It's 
Sweden's  Victor  Hasselblad,  Inc.,  the 
leader  in  the  2'/4-by-21/4-inch  format 
favored  by  generations  of  the  world's 


best  professional  photographers  and 
the  official  NASA  camera  for  over  22 
years.  But  lately  Hasselblad  has  been, 
well,  hassled.  Several  of  Japan's  cam- 
era manufacturers  have  brought  out 
2 'A-inch  format  cameras  of  their  own, 
with  comparable  features  but  much 
lower  costs.  How  to  drive  home  the 
point  that  Hasselblad  is  still  a  force  to 
be  reckoned  with? 

The  answer  is  the  Astronaut's  Pho- 
tography Manual,  a  training  guide  in 
Hasselblad  use  for  Space  Shuttle  as- 
tronauts. The  company-issued  man- 
ual is  a  useful  tool  for  astronauts  in 
the  heavens,  no  doubt.  But  it  is  also  a 
down-to-earth  marketing  tool:  That's 
why  the  company  is  promoting  it  to 
the  general  public.  And  you  thought  it 
was  because  NASA  might  invite  you 
on  its  next  flight.— S.K. 
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Reliance  Capital  Group,  L.P. 


through  DIA  Acquisition  Corp. 


has  acquired 


Days  Inns  of  America,  Inc. 


We  acted  as  financial  advisor  to  Days  Inns  of  America,  Inc. 


Goldman,  Sachs  &  Co. 

New  York     Boston     Chicago     Dallas     Detroit 
Houston     Los  Angeles     Memphis     Miami 
Philadelphia     St.  Louis     San  Francisco 
London     Hong  Kong     Tokyo     Zurich 

October  11,  1984 


The  plate  on  the  left  is  worth  approximately  $300. 
The  one  on  the  right  costs  about  six  cents.  But  it's  price- 
less for  the  convenience  it  provides  today's  society  on 
the  go. 

In  the  18th  century,  people  spent  most  of  their  lives 
at  home.  Today,  the  average  adult  American  spends 
almost  half  his  waking  hours  away  from  home— at  work, 
at  play,  in  stores  and  in  transit.  And  with  more  people 
employed,  more  women  working  and  more  two-income 
households,  the  trend  is  accelerating. 

Fort  Howard  has  grown  by  serving  the  needs  of  this 
society  on  the  go.  We  make  the  paper  towels  you  use  at 


the  office.  The  tissue  you  use  in  hotels  and  motels.  The 
napkins  and  placemats  you  use  when  you  eat  out.  And 
that's  just  the  beginning. 

Our  recent  merger  with  Maryland  Cup  Corporation, 
now  our  Sweetheart  Products  Group,  maker  of  dis- 
posable cups,  plates,  straws  and  cutlery,  joins  two  major 
industry  forces  and  creates  the  synergy  to  serve  this 
market  even  better.  The  result:  Fort  Howard  is  now  a 


$1.3  billion  company  strategically  positioned  to  offer 
our  customers  the  industry's  broadest  range  of  service, 
products  and  resources. 

The  products  themselves  are  frequently  taken  for 
granted.  But  at  Fort  Howard,  our  commitment  to  supply 
them— and  the  convenience  and  efficiency  they  provide 
—is  something  we  take  very  seriously.  Fort  Howard, 
P.O.  Box  19130,  Green  Bay,  WI  54307-9130. 

Fort  Howard 


IN  STEP  WITH  A  SOCIETY  ON  THE  GO 


20th  Century  America. 


rort  Howard  Sweetheart    SS9C  Silent  Service'  i-compartmented  Plastic  Dinner  Plate;  Circa  1984. 
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What  drove  the  Sumerians  to  build  one  of 
the  first  civilizations  in  history?  Maybe  it 
was  the  profit  motive. 


Sumericalc 


By  Robert  Teitelman 


In  a  wing  of  the  University  Muse- 
um of  the  University  of  Pennsyl- 
vania lie  some  30,000  cuneiform 
clay  tablets  from  the  Sumerians,  one 
of  the  first  civilizations  in  history. 
There  are  religious  and  literary  texts 
in  these  drawers  of  tablets,  but  most 
of  them  speak  to  the  all-abiding  inter- 
est of  the  Sumerians:  business. 
"Ninety-nine  percent  of  these  tablets 
are     economic     texts,"     says     Erie 


Geoffrev  Biddk 


Sumerian  lexicographers  Erie  Leichty, 
front,  Ake  Sjoberg  and  Darlene  Loding 
The  paperwork  of  a  civilization. 


Leichty,  an  Assyriologist  at  the  muse- 
um and  coeditor  of  the  first  Sumerian- 
English  dictionary,  whose  first  vol- 
ume will  be  published  in  November. 

The  Sumerians  were  a  commercial 
civilization  par  excellence.  While  it 
has  long  been  known  that  the  Sumeri- 
ans invented  writing  about  5,000 
years  ago — today  we'd  call  it  a  form  of 
software  for  the  clay  tablet  hard- 
ware— the  process  leading  to  that  con- 
ceptual breakthrough  has  always  been 
murky.  Now  the  tablets  provide  some 
evidence.  "The  first  writings,  or  at 
least  the  first  tablets  we  have,  which 
date  from  around  3000  B.C.,  were  eco- 
nomic texts  that  show  some  numbers 
and  words  for  commodities  like 
sheep,"  says  Leichty.  "That's  closely 
followed,  logically  enough,  by  teach- 
ing texts:  dictionaries  and  instruc- 
tional tablets  to  teach  the  children  in 
the  scribal  school  how  to  write." 

Even  before  the  need  for  business 
record  keeping  developed,  the  Sume- 
rians, whose  civilization  covered  part 
of  modern-day  Iraq,  were  on  their  way 
to  becoming  an  economic  power- 
house. They  pulled  in  such  commod- 
ities as  gold,  silver  and  tin  from  as  far 
away  as  Afghanistan  and  Turkey,  and 
sold  finished  goods  to  markets  as  dis- 
tant as  India.  Behind  that  marketing 
was  a  considerable  lending  system — 
with  standardized  interest  rates  of 
20%  to  33%.  And  there  was  wide- 
spread investment  in  agricultural 
crops,  including  a  form  of  futures 
trading,  usually  in  grain.  To  back  this 
up,  a  sophisticated  accounting  system 
was    developed — complete    with    re- 


ceipts, ledgers,  balance  sheets,  even 
auditors.  Out  of  such  accounting 
practices  eventually  rose  rich,  power- 
ful banking  families  resembling  the 
Medicis  or  Rothschilds  who  could  use 
their  knowledge  of  business  transac- 
tions to  leverage  their  wealth. 

Despite  all  the  commerce,  conven- 
tional historical  wisdom  has  long 
held  that  ancient  Sumer  was  a  society 
ruled  by  oppressive  bureaucracies — a 
sort  of  Moscow  on  the  Euphrates.  Un- 
derpinning that  wisdom  is  the  fact 
that  such  Sumerian  cities  as  Ur  and 
Lagash  blossomed  because  of  agricul- 
ture that  depended  entirely  on  a  com- 
plex of  irrigation  canals.  Such  an  irri- 
gation system,  which  bathed  the  hot, 
rich  soil  of  the  region  with  water  from 
the  Tigris  and  Euphrates,  demanded 
highly  centralized  control,  lest  one 
farmer  take  more  water  than  another. 
Says  Darlene  Loding,  a  museum  ex- 
pert on  early  Sumerian  economics: 
"In  a  system  based  on  irrigation,  if 
you're  not  highly  organized  and  well 
disciplined,  you're  dead." 
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Old  testaments 

Sumerian  cuneiform  accounting 
isn't  that  much  different  from  our 
own.  Left,  a  "balance  sheet"  from  a 
temple  wool  storehouse.  The  left 
side  shows  an  inventory  of  wool 
from  the  previous  year.  The  central 
section  tallies  incoming  wool  from 
the  local  king,  Ibbisin,  from  herds- 
men and  from  gifts.  Debits  are  at 
right:  temple  stipends,  allotments 
to  the  royal  family,  expenses  for 
cultic  purposes.  The  text  is  dated 
the  first  year  of  the  king's  rule,  or 
about  2020  B.C.  Below,  an  IOU  in  a 
clay  envelope.  It  reads:  "Mr.  Enli- 
lanzu  received  10  shekels  of  silver 
from  Mr.  Urshulpae  in  the  month 
of  Apindua."  The  tablet,  signed  by 
three  witnesses,  is  dated  "the  year 
Shusin  destroyed  the  land  of  Zab- 
shali,"  which  is  around  2030  B.C. 
Apindua  is  the  eighth  month  of  the 
Sumerian  calendar. 


Pholos  bv  Geoffrey  Biddle 


Out  of  that  need  two  urban  bu- 
reaucracies rose  to  power:  the  state, 
through  a  king  and  his  family,  and  the 
temple.  But  it  was  the  scribes,  the 
most  literate  people  in  the  society, 
who  kept  the  economic  and  political 
mechanism  functioning.  When  sheep 
were  brought  to  Ur's  central  store- 
house, the  scribes  recorded  them. 
When  land  was  leased  for  farming, 
they  drew  up  the  contract  and  marked 
the  debt.  Even  the  rental  of  metal 
tools — a  monopoly  controlled  by  the 
temple  or  state — was  recorded  and 
stored  in  large,  marked  urns  along 
shelves  in  Sumerian  archives,  which 
the  scribes  organized  and  operated. 

But  is  that  evidence  of  a  civilization 
throttled  by  bureaucracy,  as  histori- 
ans once  thought?  There  is  increasing 
doubt  on  the  point.  Closer  study  of 
the  tablets  argues  that  the  state  was 
not  able  to  maintain  tight  reins  on  the 
economy.  Leichty,  for  instance,  is 
convinced  that  at  least  a  seminal  form 
of  capitalism  developed  in  Sumer. 
Several  law  texts,  generated  by  the 


state,  give  different  standard  prices 
from  economic  texts  of  the  same  peri- 
od. "If  the  government  is  decreeing 
prices,"  says  Leichty,  "the  economy 
isn't  following  them.  To  me  that 
seems  like  a  free  economy  operating." 

There  are  also  signs  of  inflation  and 
deflation.  And  it's  difficult  to  see  fu- 
tures trading  in  an  economy  in  which 
prices  are  set  by  the  state.  "The  prob- 
lem is  that  we  don't  really  know  what 
was  written  down  and  what  was  done 
without  writing— off  the  books,  sort 
of,"  says  Leichty.  "We  don't  know 
what  was  happening  while  the  state 
or  the  temple  wasn't  looking." 

But  success,  or  at  least  longevity, 
argues  in  favor  of  a  basic  market  econ- 
omy. Although  the  Sumerians  were 
slowly  absorbed  by  their  northern 
neighbors,  the  Babylonians  and  Assyr- 
ians, around  2000  B.C.,  the  basis  of 
their  economy  flourished  well  into 
the  Middle  Ages.  Again,  despite  the 
modern  notion  of  Sumer  as  a  civiliza- 
tion that  disappeared  into  the  sands  of 
time  an  age  ago,  it  was  only  when  che 


Mongols  swept  through  Mesopotamia 
in  a.d.  1248,  destroying  the  irrigation 
canals,  that  the  region's  traditional 
prosperity  finally  drained  away.  And 
change  in  the  traditional  organizing 
principles  came  only  when  the  British 
occupied  Iraq  after  World  War  I. 
"Even  then,"  observes  Leichty,  "I'm 
not  sure  that  the  changes  the  British 
made  were  much  of  an  improvement 
on  the  foundation  the  Sumerians 
laid." 

Smart  cards, 
dumb  problems 

Tlwenty  years  ago  hardly  anyone  in 
France  had  a  checking  account. 
Workers  were  paid  in  cash  in  a  pay 
envelope.  But  the  rise  of  consumer 
banking  put  checkbooks,  and  credit 
cards,  into  Frenchmen's  hands,  with 
the  usual  consequences.  Frenchmen 
now  write  more  checks  than  anyone 
else  in  the  world,  and  they  bounce 
checks  with  elan. 

With  all  that  funny  paper  circulat- 
ing, and  with  a  concomitant  rise  in 
telephone  credit  card  fraud,  the 
French  government  about  ten  years 
ago  began  looking  around  for  a  fraud- 
proof  transaction  system.  And,  voila, 
came  the  Carte  a  memoire  or  "smart 
card,"  which  can  outwit  defrauders  by 
means  of  a  microprocessor  and  mem- 
ory circuit  embedded  in  the  card. 

Because  it  can  process  and  store 
data,  a  smart  card  tells  a  merchant 
that  its  bearer  is  legitimate  before  a 
sale  can  go  through.  When  the  card  is 
inserted  into  a  special  reader,  the 
reader  correlates  the  bearer's  personal 
identification  number  (PIN)  with  a  se- 
cret code  that's  entered  when  the  card 
is  assigned  to  the  holder.  If  an  incor- 
rect PIN  is  tried  three  times,  the  mi- 
croprocessor locks  and  no  transaction 
is  possible.  In  contrast,  sales  using  a 
regular  card  can  be  authorized  by  a 
bank  if  the  card  itself,  not  the  user, 
appears  legitimate.  That's  why  one  of 
the  favorite  pastimes  of  credit  crooks 
is  "dumpster  diving"  for  discarded 
sales  draft  carbons;  with  those  they 
can  obtain  valid  card  numbers  and 
then  emboss  those  numbers  on  a 
counterfeit  card. 

There  are  720  million  credit  cards 
now  circulating  around  the  U.S.,  and 
that  would  seem  to  be  a  vast  market 
for  smart  card  conversion.  But  smart 
cards,  it  turns  out,  may  be  a  costly 
solution  to  a  relatively  small  prob- 
lem. Visa  International  and  Master- 
Card International  report  1983  fraud 
losses  of  $112  million  and  $65  mil- 
lion, respectively.  For  each  company, 
that's  less  than  0.2%  of  their  transac- 
tion volumes.  Such  a  low  loss  level 
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makes  the  price  of  smart  cards — $5 
each,  plus  $100  per  transaction-termi- 
nal conversion — seem  prohibitive  to 
American  bankers. 

Thomas  Myers,  a  banking  industry 
consultant  in  Cleveland,  who  con- 
ducted a  study  involving  bank  card 
fraud  for  Booz,  Allen  &  Hamilton  Inc., 
questions  whether  smart  cards  are 
cost-effective.  "You're  talking  about 
hundreds  of  millions  of  dollars  of  elec- 
tronics trying  to  chase  down  losses 
that  are  substantially  less.  So  the  re- 
turn on  that  investment  today  doesn't 
make  any  sense,"  he  says.  For  the 
market  to  make  sense,  "you  have  to 
believe  that  the  amount  of  fraud  and 
counterfeiting  is  absolutely  spectacu- 
lar. And  it's  not." 

Further,  says  Myers,  most  fraud  oc- 
curs in  New  York  and  Miami,  and  it 
appears  that  some  merchants  and 
counterfeiters  are  in  cahoots.  "The 
problem  is  highly  concentrated,  and 
so  is  the  solution,"  he  says.  Fraud  is 
"not  across  the  board  at  0.1%  or 
0.01%  of  all  sales  but  is  actually  sev- 
eral percentage  points  in  some 
places."  Myers  suggests  that  banks 
and  their  merchants  should  be  moti- 
vated to  verify  cards  just  as  they 
would  checks.  A  computerized  sys- 
tem that  sorts  out  where  a  bad  card 
was  first  allowed  to  slip  through 
would  prevent  issuers  from  spreading 
losses  across  its  member  businesses, 
he  says.  "If  you  did  that,  you  would 


Casio  and  Micro  smart  cards 

A  complex  solution  to  a  simple  problem. 


Mark  Greenberg/Visiuns 


very  quickly  eliminate  the  problem 
without  terminalization,  without 
smart  cards,  without  all  the  folderol." 
But  if  Myers  is  right,  why  have  so 
many  companies  put  money  into  the 
smart  card  business?  Innovatron,  the 
company  developed  by  Frenchman 
Roland  Moreno,  the  smart  card's  in- 
ventor, licensed  its  patents  in  1976  to 
CII-Honeywell  Bull,  now  the  Bull 
Group.  Since  then  Philips  Data  Sys- 
tems and  Flonic  Schlumberger  have 
acquired  licenses.  The  French  Minis- 
try of  Posts,  Telegraph  &  Telephone 
has  been  flogging  the  technology 
through  its  international  marketing 
arm,  Intelmatique.  It  exhibited  the 


Smart  card  reader  in  a  French  butcher  shop 

An  end  to  writing— and  bouncing — checks  with  elan. 


Richard  Kalvar/Magnum 


card  at  a  Los  Angeles  trade  show  in 
1980,  where  it  caught  the  eye  of  Arlen 
R.  Lessin,  president  of  Communica- 
tions Consulting  Corp.  of  New  York 
City.  Since  then  Lessin  has  been  a 
consultant  to  Intelmatique,  and  last 
year  he  founded  SmartCard  Interna- 
tional of  New  York,  which  became 
the  fourth  company  to  license  Innova- 
tron's  patents. 

Now,  two  more  smart  card  compa- 
nies have  unveiled  products  of  their 
own — Micro  Card  Technologies,  Inc. 
in  Dallas,  a  subsidiary  of  France's  Bull 
Group,  and  Casio  Microcard  Corp.  in 
New  York  City,  a  joint  venture  with 
Japan's  Casio  Computer  Co.,  Ltd.  Mi- 
cro Card  Technologies  is  offering  the 
Bull-CP8  smart  card,  which  has  an  8- 
bit  microprocessor  and  8K  electroni- 
cally programmable  read-only  mem- 
ory (EPROM).  Casio's  card  has  the 
same  size  microprocessor  but  has  16K 
EPROM,  which  will  be  embedded  in 
the  Casio  card  by  the  same  manufac- 
turing technique  used  to  produce  Ca- 
sio's ultrathin  SL-800  calculator. 

For  all  that,  though,  the  only  inter- 
est in  smart  cards  has  been  from  Mas- 
terCard International,  which  will  test 
both  the  French  and  Casio  cards  here, 
and  an  Army  test  of  the  French  card  as 
a  possible  ID.  No  one  has  yet  made 
any  commitment  to  smart  cards  be- 
yond testing  the  concept. 

What  it  all  comes  down  to  is  that 
the  French  have  chosen  a  complex 
solution  to  a  simple  problem.  Not  get- 
ting results  at  home,  they  are  trying  to 
export  a  solution  in  search  of  some- 
one else's  problem.  In  any  language, 
that's  gall. — Karen  Frenkel 
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QVT 

TERMINALS 


When  you  commit  yourself  to  a  purchase  of  com- 
puter terminals,  you  need  a  partner  you  can  trust 
100  percent.  Not  only  for  superb  performance 
today,  but  for  premier  service  and  support  in  the 
years  ahead.  That's  why  so  many  companies  are 
choosing  Qume  QVT™  terminals  for  every- 
thing from  simple  data  entry  to  sophisticated 
editing  and  graphics  workstations.  In  both  ASCII 
and  ANSI,  Qume  QVT  terminals  assure  you 
of  superlative  performance  at  more  affordable 
prices.  And  because  Qume  is  a  member  of  the 
ITT  family  of  companies,  you  can  be  sure  we'll 
always  be  there  with  solid  support. 

For  complete  details  on 

ime  QVT  alphanumeric 
I  graphics  terminals,  call 
(800)  223-2479.  Or  write 
Qume  Corporation,  2350  Qume 
Drive,  San  Jose,  CA  95131. 


Qume 

▼  A  Subsidiary  of  TTT 


A  Subsidiary  of  ITT 


Stopping  on  a  mark 

A  driver  and  his  car  have  always 
been  an  uncertain  duo.  Whether 
the  driver's  skills  and  the  car's  quality 
are  sufficient  to  meet  unknown  road 
conditions  is  always  problematic  at 
best.  Nowhere  is  this  truer  than  on 
wet  and  icy  roads,  where  jamming  on 
the  brakes  can  cause  the  wheels  to 
lock  and  the  car  to  skid. 

Mercedes-Benz  has  decided  to  com- 
pensate for  the  vagaries  of  both  car 
and  driver  with  a  cybernetic  solution: 
its  Antilock  Braking  System  (ABS) 
uses  large-scale  integrated  circuits, 
manufactured  by  Robert  Bosch  Corp. 
of  West  Germany,  to  stop  a  car  faster 
and  more  surely  than  any  human  ever 
could.  When  informed  by  one  of  three 
sensors  monitoring  wheel  speed  that 
one  or  more  of  the  wheels  has  deceler- 
ated to  a  rate  slower  than  the  car's 
speed  when  the  brakes  have  been  ap- 
plied— an  indication  that  the  brakes 
may  lock — the  ABS'  computer  signals 
the  brake's  hydraulic  reservoir  and 
pump  to  modulate  the  flow  of  brake 
fluid  to  the  brake  or  brakes  in  ques- 
tion, effectively  taking  over  the  brak- 
ing system  until  wheel  speed  stabi- 
lizes. A  quartz  crystal  in  the  circuit 


Electronic  control  unit . 


1 — Rear-wheels'  sensor 
— Hydraulic  unit 


Front-wheel  sensors 


functions  as  a  timing  unit,  allowing 
the  ABS  to  reapply  the  brakes  up  to 
ten  times  per  second. 

The  system  allows  the  driver  to 
concentrate  on  steering  himself  out  of 
a  skid  while  a  pulsing  in  the  brake 
pedal  reassures  him  that  the  ABS  is  at 
work.  When  wheel  speed  reaches  car 


speed,  braking  becomes  the  driver's 
job  again. 

The  added  cost  of  the  ABS  is  about 
$1,300  when  not  part  of  standard 
equipment.  That's  expensive,  maybe, 
but  insurance  companies,  and  father 
of  cybernetics  Norbert  Wiener,  would 
approve. — Francesca  Lunzer 
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Tears,  scientists  find,  hold  clues  to  every- 
thing from  eye  disorders  to  general  health. 


A  good  cry 


By  Karen  Freifeld 


F|  ew  will  forget  the  sight  of 
Jeff  Blatnick  bursting  into  tears 
when  he  won  the  1984  Olympic 
gold  medal  in  Greco-Roman  wres- 
tling. It  was  an  emotional  time  for 
Blatnick,  who  had  recovered  from 
cancer  to  go  on  to  Olympic  glory,  but 


one  for  tears?  It  would  seem  so.  Hu- 
mans shed  tears  in  conditions  of 
stress,  the  only  creatures  to  do  so. 

Yet  scientists  have  paid  scant  atten- 
tion to  the  reasons  humans,  alone, 
cry,  and  they  have  left  the  subject  of 
tears  almost  entirely  to  songwriters. 
Although  Charles  Darwin  recognized 
that  crying  relieved  stress,  he  thought 


that  tears  were  merely  a  useless  by- 
product of  the  crying  process.  And 
that  was  accepted  wisdom  until  25 
years  ago,  when  anthropologist  Ash- 
ley Montagu  offered  a  second  theory, 
that  tears  lubricate  the  upper  respira- 
tory passages  to  protect  them  from 
infection  that  might  otherwise  result 
if  they  were  dried  out  by  our  sobbing. 

Neither  theory  holds  much  water. 
William  H.  Frey  II,  director  of  the 
Psychiatry  Research  Laboratories  at 
Minnesota's  St.  Paul-Ramsey  Medical 
Center  and  a  leading  researcher  into 
tearing,  says  that  Montagu's  theory  is 
inadequate  because  humans  don't 
have  tears  when  they  cry  at  birth.  It 
takes  days  and  even  weeks  to  develop 
the  ability  to  shed  tears,  yet  early  in- 
fancy is  the  time  when  humans  need 
to  be  protected  from  infection  the 
most.  Further,  most  tears  run  down 
our  cheeks,  while  Montagu's  explana- 
tion covers  only  those  tears  that  drain 
through  the  nose  and  throat. 

"Crying  is  an  excretory  process,  a 
fluid  coming  out  of  the  body,  so  it 
seems  to  me  that  it  should  be  similar 
to  other  excretory  processes  in  pur- 
pose or  function — and  all  of  the  others 
are  involved  in  removing  either  waste 
products  or  toxic  materials,"  says 
Frey,  who  believes  tears  are  central  to 
the  crying  process.  "We  know  chemi- 
cal changes  occur  in  the  body  in  re- 
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YOUR  COMPUTERS  CAN 
SPEAK  FOR  THEMSELVES. 


Our  Password™  modem 
is  the  new  conversa- 
tion piece  that  lets 
one  computer  talk  to 
another.  It  transmits 
and  receives  informa- 
tion through  telephone 
lines  for  viewing,  storage  and 
print  out.  And  you  can  delegate  a  lot 
of  responsibility  to  Password™.  It  auto- 
matically dials  and  answers.  Even  knows  when 
to  disconnect. 

Consider  the  tremendous  advantages.  You  can 
send  and  receive  text  at  120  characters  a 
second.  You  can  input  or  output  hundreds  of 
words  by  phone  from  or  to  any  computer  any- 
where in  the  U.S.  and  Canada  for  less  than  the 
cost  of  next  day  delivery  service.  And 


Password™  doesn't 
deliver  overnight.  Be- 
cause it's  immediate. 

Consider  the  diversified, 
easy-to-compute  benefits  of 
swift,  accurate  transmission  of  in- 
formation from  headquarters  to  field 
and  from  office  to  office  —  even  a  direct 
link-up  between  your  home  computer  and 
one  in  your  company. 

Now  consider  that  you  can  buy  a  hard-working 
Password™  modem  for  only  $449.  And  you'll 
consider  getting  on  the  phone  yourself.  To 
your  purchasing  agent. 


TM 


by  U.S.  Robotics,  Inc. 


TM 


■  **%%    1123  W.  Washington 
MLbPiI   Chicago,  IL  60607 
VhI   Phone:  (312)  733-0497 
Outside  Illinois:  1-800-DIAL  USR 


All  cried  out 


When  the  body  needs  to  remove  chemicals  that 
build  up  as  a  result  of  stress,  tears  form  in  the 
lacrimal  glands.  From  there  they  flow  into  the 
excretory  lacrimal  duct  and  out  the  eyes.  Tears 


also  pass  through  the  lacrimal  canals  and  into  the 
lacrimal  sacs,  moving  down  the  nose  via  the 
nasolacrimal  ducts,  perhaps  to  prevent  infections 
by  keeping  the  mucous  membranes  moist. 


Health 


sponse  to  stress.  Perhaps  we  feel  bet- 
ter after  crying  because  we  remove,  in 
our  tears,  chemicals  that  build  up  as  a 
result  of  emotional  stress." 

For  the  past  few  years  Frey  and  his 
colleagues  have  conducted  studies  to 
gain  support  for  this  theory.  First  they 
set  out  to  see  if  emotional  tears  were 
chemically  different  from  others.  To 
do  that  they  collected  tears  provoked 
by  sad  movies  and  compared  them 
with  tears  induced  by  irritants,  such 
as  onions.  Among  their  findings' :  All 
tears  are  not  created  equal.  Emotional 
tears  contain  more  protein  than  their 
irritant-induced  counterparts,  and  the 
lacrimal,  or  tear,  glands  do,  indeed, 
possess  the  ability  to  concentrate  and 
excrete  substances  (the  level  of  man- 
ganese in  tears,  for  instance,  is  30 
times  higher  than  in  blood). 

Next  the  Minnesota  researchers 
conducted  the  first  study  of  adult  cry- 
ing frequency.  Women  cry  five  times 
a  month,  compared  with  once  a 
month  for  men,  according  to  the 
study.  In  addition,  most  people  expe- 
rience a  reduction  in  emotional  inten- 
sity after  crying  and  feel  better  for  it. 

Meanwhile,  another  researcher  add- 
ed weight  to  Frey's  theory  about  cry- 
ing and  stress  by  showing  that  crying 


may  play  a  role  in  our  susceptibility 
to  stress-related  illnesses.  Research- 
ers at  Marquette  University  conduct- 
ed a  study  of  100  men  and  women 
with  stress-related  disorders— 50  with 
ulcers,  50  with  colitis — and  compared 
their  views  on  crying  with  those  of  50 
healthy  volunteers.  Those  with  the 
stress-related  disorders  were  more 
likely  to  view  crying  as  a  sign  of  emo- 
tional weakness,  they  reported. 

Furthermore,  children  who  suffer 
from  an  inherited  disorder  known  as 
familial  dysautonomia  have  at  least 
two  features  in  common:  They  can't 
cry  tears,  and  they  don't  tolerate  emo- 
tional stress  very  well.  Instead  they 
salivate  excessively,  sweat  profusely 
and  break  out  in  skin  blotches.  "The 
fact  that  these  children  have  these 
two  features  in  common  suggests  that 
excreting  tears  may  have  something 
to  do  with  our  ability  to  tolerate  stress 
and  should  be  investigated  further," 
says  Frey. 

Recently  Frey's  team  discovered 
several  hormones  in  both  tears  and 
lacrimal  glands  that  are  known  to  be 
released  by  the  body  in  response  to 
stress,  including  adrenocorticotropic 
hormone  (ACTH);  leucine  enkepha- 
lin, an  opiate-like  compound,  which 
some  scientists  believe  has  to  do  with 
mediating  pain  sensation;  and  prolac- 
tin, a  hormone  known  to  stimulate 
the  production  of  milk.  Since  both 
emotion-  and  irritant-induced  tears 


include  these  substances,  however, 
further  investigation  is  necessary  to 
suggest  that  their  presence  has  any- 
thing to  do  with  emotion. 

But  the  fact  that  these  compounds 
are  present  in  tears  has  potential  val- 
ue in  other  areas  of  research.  For  ex- 
ample, if  prolactin  is  important  to  the 
production  of  tears,  as  Frey  suggests, 
its  presence  may  provide  a  clue  to 
why  women  cry  more  often  than  men: 
Adult  women  are  known  to  possess 
higher  levels  of  blood  prolactin  than 
do  men.  Since  the  level  of  prolactin 
also  is  known  to  drop  significantly 
after  menopause,  which  is  when 
women  become  prone  to  dry-eye  or 
tear-deficient  states,  the  discovery 
may  also  provide  a  new  direction  for 
research  on  dry-eye  syndrome,  a  con- 
dition expected  to  become  more  com- 
mon as  our  population  grows  older. 
Several  drugs  known  to  retard  prolac- 
tin secretion  already  have  been  re- 
ported to  cauSe  dry-eye  symptoms,  ac- 
cording to  Frey. 

But  the  real  potential  in  tear  analy- 
sis may  be  in  diagnosing  other  dis- 
eases. At  Columbia  University,  Dr. 
Linsy  Farris  and  his  colleagues  are 
investigating  that  possibility.  "We 
know  there's  just  about  everything  in 
tears  that  there  is  in  blood,  except  for 
the  red  blood  cells,"  says  Farris.  "So 
we  just  might  be  able  to  diagnose  dis- 
eases from  tears  as  easily  as  blood." 
Researchers  at  the  University  of  Ari- 
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WHAT  MAKES  YOUR  PEOPLE  EXCEPTIONAL 
IS  WHAT  MAKES  DAEWOO  PEOPLE  EXCEPTIONAL 

They  begin  with  the  best  education. 

Take  Sung-Kyou  Park,  Executive  Vice  President  of  Daewoo 

Telecom.  He  has  a  Ph.D.  in  Electrical  Engineering 

from  the  University  of  Texas. 

And  there's  Chun-Su  Chon,  Managing  Director  of  Daewoo 

Engineering.  He  has  a  Ph.D.  in  Geotechnical  Engineering  from 

the  University  of  Michigan. 

And  Choong-Se  Kim,  Managing  Director  of  Daewoo 

Shipbuilding  and  Heavy  Machinery,  earned  his  Ph.D.  in  Fluid 

Dynamics  from  the  University  of  Illinois. 

Daewoo  employs  70,000  people  in  Korea  and  around  the 

world.  Get  to  know  a  few  of  them  and  experience 

what  a  lot  of  American  companies  have  already. 

Good  people  make  good  partners. 
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zona  Health  Sciences  Center  have 
even  higher  hopes  for  tear  analysis: 
Since  tears  contain  host  defense 
mechanisms  (antibodies  and  en- 
zymes) that  develop  as  we  mature, 
they  see  tears  as  a  model  for  what 
happens  to  the  body's  secretory  im- 
mune system  when  its  maturation  is 
slowed  through  undernutrition, 
which  may  be  a  key  to  extending  our 
life  spans.  "One  way  to  make  animals 
live  longer  is  to  slow  down  their  im- 
mune system  maturation,"  explains 
researcher  Dr.  Ronald  Watson.  "We 
can  use  the  eye  as  a  model  for  what 
happens  to  one  part  of  the  immune 
system  when  it  is  undernourished." 

While  it's  too  early  to  tell  whether 
tears  will  provide  all  the  clues  that 
researchers  are  seeking  in  them,  one 
thing  seems  certain:  To  paraphrase 
William  Blake,  a  tear  (like  the  heart) 
has  become  an  intellectual  thing. 

Sex  after  50 

Advances  in  science  often  come 
not  from  new  discoveries  but 
from  the  dismissal  of  assertions  long 
held  as  true.  One  assertion  in  serious 
need  of  dismissal  is  that  as  men  grow 
older,  they  must  relinquish  sexual  re- 
lationships. Fortunately,  says  Dr. 
Helen  Kaplan,  director  of  the  Human 
Sexuality  Teaching  Program  at  New 
York  Hospital-Cornell  Medical 
Center,  "sexuality  is  among  the  last 
functions  to  fall  prey  to  the  aging 
process." 

To  be  sure,  disease  may  cause  sex- 
ual dysfunction,  and  there  is  a  natural 
falling  off  of  sexual  vigor.  But  even 
adolescents  are  bothered  by  fatigue. 
The  key  to  a  healthy  sex  life  past  50, 
say  the  experts,  lies  in  recognizing  the 
changes  in  sexual  ability  that  come 
with  aging,  and  adjusting  to  them. 

That  is  where  new  knowledge 
comes  in.  The  level  of  testosterone, 
the  primary  male  hormone,  is  often 
lower  in  older  men  and  may  account 
for  decreased  sexual  desire.  Since  tes- 
tosterone is  higher  in  almost  all  men 
early  in  the  morning,  older  couples 
can  compensate  by  making  love  when 
they  wake  up,  an  alternative  made 
easier  with  the  kids  grown  and  on 
their  own. 

Supplementary  testosterone  is 
sometimes  recommended  by  urol- 
ogists when  levels  drop  below  300- 
millionths  of  a  gram  for  each  tenth  of 
a  liter  of  blood.  The  hormone  is  ad- 
ministered    by     prescription     only, 
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through  injections  or  pills,  and  the 
dosage  is  needed  once  or  twice  a 
month.  Sometimes  a  decrease  in  tes- 
tosterone is  caused  by  too  much  or 
too  little  thyroid  activity,  in  which 
case  doctors  begin  checking  thyroid 
function. 

A  common  problem  facing  older 
men  is  poor  blood  circulation  to  the 
penis,  which  limits  the  ability  to  de- 
velop an  erection.  Experimental  by- 
pass surgery  is  still  in  the  testing  stage 
but  may  well  prove  effective  in  im- 
proving circulation.  Much  more  wide- 
spread is  prosthetic  surgery  in  which 
surgeons  place  a  silicon  implant  in- 
side the  penis.  Such  surgery  has 
proved  to  be  about  90%  effective;  the 
problems  that  remain  after  implants 
usually  have  little  to  do  with  physical 
impotence. 

Aside  from  the  aging  process  itself, 
says  Dr.  Kaplan,  a  large  percentage  of 
the  older  men  she  sees  in  her  private 
practice  have  a  medical  problem  that 
manifests  itself  sexually.  Physicians 
are  just  becoming  aware  of  the  sexual 
side  effects  of  medications  for  heart 
attacks,  high  blood  pressure  and  coro- 
nary artery  disease.  People  over  60 
make  up  about  15%  of  the  population, 
but  they  consume  about  30%  of  the 
drugs  prescribed  in  the  U.S.  Com- 
bined with  other  problems  associated 
with  aging,  then,  the  probability  that 
a  drug's  side  effects  will  affect  an 
older  person  is  considerably  higher. 
Blocking  agents  used  to  control  hy- 
pertension, for  example,  reduce  the 
flow  of  blood  into  the  pelvic  area.  In  a 
younger  person,  that  may  not  matter 
so  much,  but  among  older  men  the 
result  is  often  impotence.  What 
makes  it  worse  is  that  in  most  cases 
the  man  must  stay  on  the  medication, 


which  has  a  long-term  depressive  ef- 
fect on  desire.  But  counseling  and, 
sometimes,  implants  can  help  allevi- 
ate the  problem. 

Other  medical  problems  affecting 
male  sexual  performance  include 
diabetes,  which  occurs  in  about  10% 
of  all  men  over  50,  and  Peyronie's 
disease,  a  scarring  of  the  tissue  in- 
side the  shaft  of  the  penis,  more 
common  with  men  who  have  diabe- 
tes or  high  blood  pressure.  Also,  as 
men  get  older,  about  half  will  experi- 
ence an  enlargement  of  the  prostate 
gland,  usually  noncancerous.  While 
some  surgeries  for  the  disorder  may 
in  fact  make  a  man  impotent,  in 
noncancerous  prostatectomies  the 
impotence  is  usually  psychological 
and  often  temporary. 

In  fact,  many  sexual  problems  for 
older  couples  are  not  organic  at  all. 
Dr.  Robert  Butler,  chairman  of  the 
Department  of  Geriatrics  &  Adult 
Development  at  New  York's  Mount 
Sinai  School  of  Medicine  and 
coauthor  with  his  wife,  Myma  Lewis, 
of  Love  and  Sex  After  Sixty,  says  that 
while  there  are  significant  changes  in 
the  physical  and  physiological  aspects 
of  sex  with  age,  such  changes  usually 
don't  cause  sexual  problems.  Desire 
declines  only  imperceptibly  from  a 
man's  sexual  peak,  at  age  17,  until  age 
50  or  so. 

Because  desire  is  linked  to  stress 
and  depression,  both  more  prevalent 
in  later  years,  scientists  are  now  look- 
ing at  the  root  causes  of  desire  in  an 
effort  to  see  if  anything  can  be  done  to 
raise  it  even  in  the  face  of  normal 
aging  problems.  As  it  happens,  there 
is  a  physiological  link  to  desire  and 
arousal.  Two  neural  centers  in  the 
spinal  cord  control  a  man's  ability  to 
achieve  an  erection.  One  responds  to 
fantasy  or  opportunity,  the  other  to 
tactile  stimuli.  A  younger  man  re- 
quires only  one  of  these  in  order  to 
have  an  erection,  but  by  age  60  he  is 
likely  to  need  both,  and  it  will  take 
several  minutes  rather  than  seconds 
to  get  a  proper  response  from  the  two. 

Dr.  Marc  Goldstein,  director  of  the 
Male  Reproduction  &  Urologic  Mi- 
crosurgery Unit  at  the  New  York  Hos- 
pital-Cornell Medical  Center,  advo- 
cates counseling  for  older  men  with 
sexual  problems  "to  enable  them  to 
do  the  best  with  what  they  have." 

That,  as  it  turns  out,  seems  to  be 
the  operating  theory  of  most  doctors 
who  treat  sexual  dysfunction  in  older 
men.  "I  use  this  analogy  for  my  pa- 
tients," says  Dr.  Kaplan.  "I  can  read  as 
well  now  as  I  did  when  I  was  20,  but  I 
do  need  reading  glasses.  I  need  a  differ- 
ent technique." — Francesca  Lunzet 
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Peat  Marwick  technology 

has  exploded  the  myths 

about  computer  systems 

development: 

It  doesn't  have  to  take 

forever  or  cost  the  earth. 

Introducing  Structured 
Retrofit. 


The  landscape  of  your  computer  software  can 
grow  rather  twisted  over  the  years.  Constant 
change,  varying  needs  and  greater  demand 
have  rendered  many  systems  chaotic,  or  worse 
yet,  useless.  And  the  cost  and  time  of  develop- 
ing a  new  computer  system  has  been  a  finan- 
cial nightmare.  Until  now. 

Peat  Marwick  introduces  a  technological 
breakthrough  that  gives  you  the  best  of  both 
worlds:  the  technical  currency  of  a  new 
software  system  at  an  affordable  price.  It's 
called  Structured  Retrofit.  Its  advantages  are 
simple:  You  save  the  valuable  existing  informa- 
tion from  your  present  system  by  regenerating 
it  in  a  structured  format  that  is  then  used  as  a 
base  to  build  your  new  system.  Even  on 
a  new  computer. 

Your  immediate  benefit  is  you  can  produce 
your  new  system  with  savings  in  time  and  ex- 
pense as  great  as  fifty  percent  of  that  needed 
to  write  an  entirely  new  system.  Only  Peat 
Marwick's  software  engineering  services,  like 
Structured  Retrofit,  can  do  this.  And  you  gain 
the  advantage  of  a  major  reduction  in  mainte- 
nance programming  costs. 

Peat  Marwick's  software  engineering  tech- 
nology creates  workable  solutions  for  your 
business  problems.  Learn  more  about  the 
advantages  of  systems  development  through 
the  Structured  Retrofit  process.  For  a  free 
brochure,  send  in  the  coupon  or  call  800- 
344-3600  (in  Illinois  800-328-4200). 
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Government  contractors  need  the  serenity 
to  accept  the  things  they  cannot  change,  the 
strength  to  change  the  things  they  can  and 
the  software  to  know  the  difference. 

The  answer  to 

a  contractor's 

prayer? 


By  Ellen  Benoit 


ORE    REMARKABLE    THAN    the 

fact  that  the  Defense  Depart- 
ment has  been  known  to  pay 
$2,700  for  a  27-cent  part  is  the  fact 
that  it  can  happen  again.  And  again. 

It's  not  that  Washington  is  always 
being  duped  by  frauds.  Rather,  the 
cost  of  conforming  to  federal  regula- 
tions has  become  burdensome  be- 
yond belief.  Just  bidding  on  a  con- 
tract can  cost  half  as  much  as  ful- 
filling it,  especially  for  small 
subcontractors.  Because  contrac- 
tors and  subcontractors  may  not 
keep  track  of  their  previous  con- 
tracts, they  are  often  forced  to  start 
bids  from  scratch. 

Another  major  culprit  is  the  vex- 
ing paperwork  burden  of  "contract 
management,"  which  can  account 
for  up  to  25%  of  a  project's  total 
cost.  Such  record  keeping  is  a  natu- 
ral for  computers.  But  no  such  sys- 
tem is  commercially  available. 
Manufacturing  control  systems? 
Yes,  indeed.  Many  government 
contractors  have  been  using  auto- 
mated manufacturing  control  sys- 
tems since  the  late  1960s.  Such  soft- 
ware is  now  available  from  almost 
200  companies.  But  automation  has 
yet  to  touch  the  contract  manage- 
ment problem.  "What  you  have  had  is 
a  whole  bunch  of  octopus  arms  with- 
out a  body,"  says  Gaynor  Gibson,  a 
retired  lieutenant  colonel  who  runs  a 
procurement  and  contract  training 
program  in  California. 

Both  the  government  and  contrac- 
tors are  working  on  solutions — Wash- 
ington paring  down  regulations,  con- 


tractors installing  software.  If  you  are 
betting,  figure  that  software  will  work 
better  than  regulations. 

Steve  E.  Owen,  CEO  of  Western 
Data  Systems,  Inc.,  a  $2.3  million 
(sales)  Woodland  Hills,  Calif,  com- 
pany that  produces  manufacturing 
and  contract  management  software, 
clearly  thinks  his  company  can  help 
win  the  bet.  Its  Compass  Contract 


program  automates  material  require- 
ments planning  (MRP)  and  financial 
functions  but  lets  contractors  track 
project  costs  and  inventory,  contract 
by  contract.  That's  something  con- 
ventional manufacturing  software 
doesn't  do.  "MRP  software  sees  a 
manufacturing  plant  as  one  entity," 
says  Owen.  "But  with  government 
contracting,  it's  different.  You  must 
segregate  inventory  and  costs,  for  ex- 
ample, by  contracts,  and  you  may  be 
working  on  50  or  100  different  con- 
tracts at  a  time." 


That  helps  to  explain  a  27-cent 
washer's  costing  $2,700.  Says  Owen, 
"You  have  to  do  almost  as  much  pa- 
perwork for  a  washer  as  for  an  air- 
plane. You  can  go  to  a  hardware  store 
and  buy  the  washer  for  27  cents,  but 
once  you  go  through  all  the  machina- 
tions of  qualifying  it  for  some  military 
specification,  you've  added  a  huge 
amount  of  overhead." 

Correcting  those  problems  doesn't 
come  cheap.  Western  Data  Systems' 
software  alone  can  run  $40,000  to 
$140,000,  depending  on  the  size  of  the 
contractor's  computer  and  the 
number  of  users.  If  the  contractor 
needs  a  computer,  the  hardware  that 
WDS  uses  in  its  system,  the  Hewlett- 
Packard  3000  minicomputer,  goes  for 
$40,000  to  $70,000.  That  adds  up  to  a 
big  investment  for  contractors  with 
sales  between  $5  million  and  $100 
million  that  Owen  has  targeted  as  his 
best  prospects. 

But  Western  Data's  solution  may  be 
reasonable,  compared  with  Washing- 
ton's bungled  attempts  at  getting  pro- 
curement under  control.  In  April  the 
government  introduced  Federal  Ac- 
quisition Regulations  (FARs)  for  con- 
tractors: one  set  of  rules  to  replace 
separate  procurement  policies  from 
Defense,  NASA  and  the  General  Ser- 
vices Administration.  To  streamline 
things  further,  the  new  rules  were  to 
be  overseen  by  a  single  Office  of  Fed- 
eral Procurement  Policy. 

But  bureaucratic  infighting  re- 
placed cooperation.  The  OFPP  was 
subordinated  to  the  three  agencies 
it  was  meant  to  bring  in  line. 
Worse,  new  rules  were  added  by 
the  three  that  permit  each  agency 
to  add  its  own  requirements  to 
FARs.  The  Air  Force,  for  example, 
adds  five.  Results:  six  sets  of  rules 
instead  of  one,  and  some  contradic- 
tion between  the  supplements  and 
the  basic  FARs. 

Donald  Sowle,  administrator  for 
federal  procurement  policy,  ac- 
knowledges the  confusion:  "It 
doesn't  make  much  sense  to  have 
any  operation  run  by  three  groups; 
that's  not  consolidating  the  sys- 
tem." In  a  fit  of  guilt,  the  agencies 
that  wrecked  the  system  are  trying  to 
repair  it.  The  Defense  Department 
alone  has  launched  400  initiatives  to 
help  streamline  procurement. 

In  the  best  of  all  possible  worlds 
Washington  could  manage  with  a  sin- 
gle initiative  to  gain  control  over  its 
spending.  But  this  is  an  imperfect 
world — which  is  why  companies  such 
as  Western  Data  Systems  can  make 
money  producing  software  with  a 
built-in  tolerance  for  bureaucracy. 
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COMPAQ   REVEALS 

Hie 


The  COMPAQ  PLUS™  Portable  Person 
al  Computer  has  more  storage  capacity 
than  30  diskettes.  So  it  can  store  masses 
of  both  data  and  programs— with  ease. 

The  secret?  A  built-in  10-megabyte 
fixed  disk.  Technological  overkill?  Not 
really.  If  storage  needs  exceed 
diskette  capacity,  you  have  to 
sort  through  them  one  by  one. 
A  long  and  frustrating  process. 

For  instance,  say  you  had  stored 
sales  information  on  100,000  people 
and  you  wanted  to  find  those  who  pur 
chased  more  than  $50  worth  of  mer- 
chandise last  year.  With  diskettes  you 
would  have  to  run  your  sort  30  times. 
But  with  the  COMPAQ  PLUS,  all  it 
takes  is  one  run,  saving  lots  of  time. 


Way  to 

Handle 

Everything 
at  Once  & 


The  COMPAQ  PLUS  can  also  store  your 
programs.  Whole  libraries  of  software, 
all  on  one  disk,  ready  to  run  in  seconds. 
Without  doing  the  diskette  shuffle.  The 
COMPAQ  PLUS  runs  all  of  the  popular 
programs  written  for  the  IBM®  PC  and 
PC/XT,  all  the  same  printers,  has  all 
the  same  capabilities,  and  then 
some.  Because  it  has  a  handle 
and  weighs  20  pounds  less,  you 
can  take  all  of  the  productivity 
of  a  full-function  desktop  computer 
home  or  to  a  client's  office.  So  get  a 
handle  on  handling  everything  at  once. 
With  the  best-selling  high-capacity  por- 
table in  the  world.  For  a  free  brochure  or 
the  location  of  your  nearest  Authorized 
COMPAQ* Dealer,  call  1-800-231-0900. 


comPAa 


It  simply  works  better 


tfflMW 


COMPAQ*  is  a  registered  trademark  and  COMPAQ  PLUS'"  is  a  trademark  of  COMPAQ  Computer  Corporation.  IBM*  is  a  registered  trademark  of  Internationa)  Business  Machines  Corporation.  ©  1984  COMPAQ  Computer  Corporation. 


We  have  been  around  these  parts  for  over  100 
years.  You  have  known  us  as  Mountain  Bell 
Northwestern  Bell  and  Pacific  Northwest  Bell  But' 
we're  not  AT&T  anymore.  We're  US  WEST.  And 
we're  blazing  new  trails. 

As  one  of  the  largest  corporations  in  America, 


we  manage  $17  billion  in  assets.  Yet,  uncharac 
istic  of  a  company  our  size,  we  are  staffed  lean  a 
uniquely  organized  to  take  full  advantage  of  t 
opportunities  created  by  divestiture.  Our  dec 
tralized  structure  makes  us  more  responsive  to  c 
customers  and  to  our  new  opportunities  for  grow 


tm* 


I 


Start  thinking  of  us  as  a  growth  company.  If 
3U  haven't  already,  you  will  soon.  We  are  not  a 
tility.  And  we  are  not  acting  like  one. 

For  a  32  page  report,  call  1-800-828-2400  or 
rite  US  WEST  Report,  7800  East  Orchard  Road, 
nglewood,  Colorado  80111. 


LljaiUEST 

Mountain  Beli.  Northwestern  Bell.  Pacific  Northwest  Bell. 
And  a  growing  number  of  unregulated  companies. 


Personal  Affairs 


Careers 


Edited  by  William  G.  Flanagan 


How  John  Akers,  IBM's  next  chief  executive, 
got  to  the  top  of  the  heap,  step  by  tiny  step. 


Be  nice 
to  everybody 


By  John  A.  Byrne 


When  John  F.  Akers  joined 
IBM  as  a  sales  trainee  in 
1960,  he  could  not  have  seri- 
ously entertained  the  notion  that  he 
would  one  day  head  the  $40.2  billion 
(sales)  citadel  of  American  capitalism. 
Yet,  for  a  former  Navy  carrier  pilot 
who  scored  seemingly  impossible 
hockey  goals  while  at  Yale  .  .  .  well, 
this  Mr.  Akers  is  some  piece  of  work. 
As  ex-Secretary  of  State  and  IBM 
board  member  Cyrus  Vance  puts  it, 


"He's  one  of  those  people  who  has 
command  presence." 

If  you  are  working  for  a  large  corpo- 
ration and  contemplating  your  odds  of 
making  it  to  the  top,  could  you  pick 
up  pointers  from  the  rise  of  Akers? 

Well,  to  start  with,  to  paraphrase 
Chevy  Chase,  he's  John  Akers — and 
you're  not.  The  49-year-old  marketing 
man's  ambition,  skills,  timing, 
stealth,  luck,  personality  and  Jack 
Armstrong  looks  put  him  in  a  class  by 
himself.  That's  part  of  the  reason  he  is 
where  he  is  today,  24  years  and  15 


promotions  after  joining  the  only 
company  he  would  ever  work  for. 

But,  just  for  fun,  let's  say  you  are 
every  bit  as  qualified  as  John  Akers  to 
run  the  likes  of  IBM  one  day.  You're 
fresh  out  of  school,  hot  to  trot  as  a 
sales  trainee.  Let's  take  a  look  at  the 
hurdles  you  might  have  to  clear. 

Out  Of  the  Navy  in  1960  with  a  B.S. 
degree  in  engineering,  the  Boston- 
born  Akers  was  one  of  several  hun- 
dred new  hires  for  IBM  that  year.  At 
the  time,  IBM  was  still  rather  small. 
Sales  were  $1.8  billion,  and  the  big 
computer  wave  had  yet  to  occur  in 
U.S.  industry.  As  a  salesman  for  a 
company  that  even  then  had  the  best 
sales  reps  in  the  industry,  he  was 
poised,  on  the  inside,  just  as  IBM's 
meteoric  rise  was  getting  under  way. 

Akers  had  a  new  bride — Shanghai- 
born  Susan,  daughter  of  a  British  busi- 
nessman, whom  he  had  met  while  an 
aviator.  They  are  still  married,  as  one 
would  expect  of  a  top  IBM  executive. 
They  have  three  children:  Scott,  19, 
Pamela,  18  and  Annie,  15.  The  Akers 
live  on  a  5.7-acre  estate  in  Westport, 
Conn.  There  is  also  a  second  family 
home  on  Nantucket. 

The  couple  was  living  in  San  Fran- 
cisco, and  Akers  was  learning  the 
business  of  being  a  salesman,  Tom 
Watson's  way.  That  first  year,  Akers 
earned  $6,500,  not  bad  at  the  time. 

Akers'  first  assault  on  the  face  of 
IBM's  management  mountain  was 
modest  but  successful.  After  spending 
18  months  as  a  trainee,  he  got  his  first 
assignment  as  a  marketing  rep  in 
western  Massachusetts  and  Vermont. 
For  over  five  years  he  scoured  his  na- 
tive New  England  territory,  handing 
out  IBM  cards  to  anyone  who  would 
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Sales  trainee 

Marketing  representative 

$6,500 

$15,000 

Akers'  progress 


4/67 

7/68 

Marketing  manager 

Assistant 

$40,000 

district  manager 

$45,000 
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take  one.  It  was  a  time  to  make  some 
quick  money.  In  a  good  year  Akers 
would  bring  home  as  much  as 
$30,000,  maybe  half  in  commissions. 

He  was  not  bootstrapped  to  a  higher 
plateau  by  any  management  training 
program,  or  by  a  mentor,  or  by  a  truck 
running  down  his  boss.  Akers  sold  a 
lot  of  machines,  everything  from 
punch-card  sorters  to  mainframes. 

He  was  tenacious,  exhibiting  the 
kind  of  determination  still  remem- 
bered by  his  former  hockey  team- 
mates at  Yale.  James  Goodale,  now  a 
communications  lawyer  in  New 
York,  recalls  that  he  and  Akers,  both 
sons  of  insurance  agents,  struggled  to 
make  the  team.  "Without  the  grit  and 
push  and  shove  we  never  would  have 
made  it  as  starters,"  he  says.  "I  re- 
member the  first  goal  he  got  against 
Clarkson  College  in  a  freezing  cold 
arena  near  the  Canadian  border.  He 
had  to  make  a  superhuman  effort  to 
get  the  puck  on  the  pass  and  put  it  in 
the  net.  We  were  amazed.  He  was  the 
toughest  guy  on  the  team."  Akers  is 
still  physically  active,  jogging  a  few 
times  a  week,  playing  tennis  and  golf 
and  skiing. 

While  in  New  England,  Akers  made 
IBM's  "Hundred  Percent  Club,"  year 
after  year.  The  club  is  composed  of 
reps  who  meet  or  exceed  sales  quotas. 
The  Hundred  Percent  pin  is  the  com- 
pany's Combat  Infantryman's  Badge, 
a  decoration  essential  for  advance- 
ment. Most  salespeople  at  IBM,  if 
they  stay  with  the  firm,  make  the 
club  at  least  once.  Akers  went  even 
further,  gaining  entry  into  the  elite 
Golden  Circle,  a  big  deal  at  IBM.  In- 
deed, the  management  ranks  of  the 
company  today,  yesterday  and  tomor- 


New  York  Post 


Hockey  player  John  Akers,  circa  1952 
A  tough  competitor. 

row,  are,  were  and  probably  always 
will  be  heavily  populated  with  Hun- 
dred Percent  Club  members.  While 
IBM  is  often  perceived  as  a  techno- 
logical juggernaut,  marketing  is  really 
the  name  of  its  game. 

Each  year,  like  other  very  success- 
ful salesmen,  Akers  would  be  honored 
at  sales  meetings  and  conventions, 
turning  more  and  more  heads.  Col- 
leagues envied  his  ability  to  pace  him- 
self. "Most  people  work  unlimited 
hours  in  sales,"  recalls  Mike  Ander- 
son, now  head  of  Nixdorf  Computer 
Inc.  "John  never  had  to.  He  was  able 
to  get  the  work  done  and  cut  off  at  a 
regular  hour.  He  had  a  clear  line  be- 
tween work  and  private  time." 

Then  came  a  period  of  rapid  ad- 
vancement, first  to  marketing  man- 
ager in  Boston  in  1967,  then  to  assis- 
tant district  manager  for  the  Boston 
district  in  1968,  and  then  on  to  a 
branch  manager  in  New  York  City  in 
1969.  It  was  there  that  Akers  caught 


the  attention  of  then-president  Frank 
Cary,  who  shifted  him  to  corporate 
headquarters  in  Armonk  and  named 
him  his  administrative  assistant  in 
1971.  It  was  clearly  an  acid  test. 

"The  AA  job  is  the  beginning  or  the 
end,"  says  a  former  IBMer.  "If  you're 
one,  it  means  you've  got  executive 
potential  and  they're  going  to  look 
you  over.  You  have  to  work  16-hour 
days  with  a  smile."  And  you  do  every- 
thing from  arranging  dinners  to  writ- 
ing speeches.  Akers,  then  36,  passed 
muster.  He  later  commented  that 
time  spent  as  an  AA  was  the  equiv- 
alent of  earning  an  M.B.A. — which  he 
lacked.  (Both  Cary  and  John  Opel, 
IBM  chiefs  prior  to  Akers,  had 
M.B.A.s.) 

Akers  was  rewarded  with  his  first 
national  job  as  an  industry  director  in 
IBM's  data  processing  division,  the 
heart  of  IBM.  The  colleagues  he 
rubbed  shoulders  with  at  this  level 
were  similar  to  him:  They  had  arrived 
in  a  managerial  position  by  following 
the  classic  path  from  salesman  up, 
without  significant  business  experi- 
ence outside  IBM. 

A  mere  nine  months  later  he  left 
Armonk  for  Los  Angeles  as  vice  presi- 
dent and  regional  manager  of  the  DP 
division.  Little  more  than  a  year  later 
Akers  was  sent  back  to  White  Plains 
and  became  president  of  that  division, 
a  post  that  Cary  had  held  ten  years 
earlier.  Visions  of  the  executive  suite 
must  have  begun  dancing  in  his  head. 
He  had  become  part  of  the  inner  corps 
of  select  executives  who  benefit  from 
IBM's  executive  bonus  plan,  and  his 
compensation  skyrocketed. 

Yet,  even  meticulous  followers  of 
IBM  knew  little  of  Akers  at  this  stage. 

Phil  Hulmg 
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$65,000 


1/73 

Vice  president  and 

regional  manager 
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Salaries  are  estimated.  Estimate  for  1983  does  not  include  cash  and  stock  bonus  of  more  than  $2.4  million  for  five-year  period  ending  in  1983. 
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As  is  the  IBM  way,  up-and-coming 
executives  are  seldom,  if  ever,  quoted 
in  the  press,  even  in  the  trade  papers. 
CEOs  like  Cary  and  Opel  might  grant 
an  occasional  interview,  but  the 
troops  remain  mum.  So,  throughout 
his  career,  Akers  wisely  stayed  out  of 
the  spotlight. 

Within  the  organization,  however, 
he  was  becoming  something  of  a  leg- 
end. One  former  colleague  recalls  a 
presentation  Akers  made  before  the 
president  and  executive  vice  presi- 
dent of  New  England  Mutual  Life  In- 
surance in  1976  to  reinforce  a  deter- 
mined effort  by  a  team  of  IBM  sales- 
men. "It  was  a  long  shot,  because 
trying  to  uproot  an  entrenched  vendor 
is  almost  impossible,  and  New  En- 
gland was  then  Univac's  largest  com- 
mercial customer  on  the  East  Coast," 
says  Jim  Zilinski,  a  New  England  vice 
president  who  left  IBM  last  year  after 
18  years.  "He  walked  into  the  hall  not 
knowing  a  thing  about  them  a  half 
hour  earlier,  and  pulled  it  off  like  he 
knew  the  customer  for  years."  Soon 
after,  IBM  won  the  account,  and  New 
England  has  since  purchased  millions 
of  dollars  of  IBM  equipment. 

In  1974  Akers'  name  appeared  in 
agate  type  for  the  first  time  in  an  IBM 
annual  report,  when  he  became  presi- 
dent of  the  data  processing  division. 
He  had  become  a  small  part  of  the 
sphere  of  power,  37  men  removed 
from  the  presidency.  Little  more  than 
two  years  later  he  was  named  one  of 
25  IBM  vice  presidents,  32  men  from 


IBM  CEO  John  Akers,  1984 
"Command  presence." 


the  top.  In  1978  he  became  one  of  only 
three  group  executives,  seven  men 
away  from  the  presidency. 

To  outsiders  it  might  appear  that 
Akers  had  been  operating  almost  in  a 
vacuum,  a  determined  loner  hell-bent 
for  the  top.  But  that  is  not  the  IBM 
way.  IBM  managers  tend  to  lack  the 
autonomy  that  other  corporations  of- 
fer. To  succeed,  you  have  to  do  it  in  a 
group,  as  part  of  a  team. 

"When  a  project  at  IBM  is  a  success, 
the  team  succeeds,"  says  Richard 
Imershein,  a  33-year  IBM  veteran  who 
joined  the  Gartner  Group  two  years 
ago.  "IBM  recognizes  the  team, 
spreads  money  over  them  and  holds 
parties  for  them.  It's  only  when  some- 
thing fails  that  IBM  picks  out  an  indi- 
vidual and  pins  the  tail  on  the  donkey. 
Akers  has  never  been  a  donkey."  But 
what  exactly  does  a  top  IBMer  do?  As 
a  vice  president  in  1981,  for  example, 
he  made  sense  of  an  organizational 
mess.  Akers  took  11  noncompatible 


products,  scattered  among  four  divi- 
sions, grouped  them  in  the  price  range 
of  $25,000  to  $250,000  and  put  them 
under  one  president. 

At  each  step  up  the  corporate  lad- 
der, Akers  was  able  to  cultivate  a  loy- 
al constituency.  "After  a  major  task 
force  effort,  John  would  typically  ask 
the  leader  how  he  could  reward  the 
the  team  for  a  job  well  done,"  recalls 
Douglas  Ball,  a  1 7-year  IBM  vet  who  is 
now  managing  director  of  LaSalle 
Partners  Inc.  in  Chicago.  "He  would 
bring  a  handful  of  people  out  for  a 
special  recognition  lunch  or  dinner,  or 
perhaps  get  them  a  bonus."  Always, 
the  team  got  the  credit,  not  Akers 
alone.  "He's  not  one  to  go  to  the  front 
of  the  room  to  take  a  bow,"  adds  Ball. 

This  all  worked  to  Akers'  advantage 
because  IBMers,  even  those  in  the 
running  with  him,  helped  to  push  him 
upward.  "All  the  people  who  have 
worked  with  him  through  the  years 
think  very  highly  of  him,"  says  Irving 
Shapiro,  former  chairman  of  Du  Pont 
and  long  a  member  of  IBM's  board. 
"He  has  the  popular  support  of  the 
organization.  You  can't  lead  if  you 
don't  have  followers." 

On  Feb.  1  Akers  will  move  into  his 
new  office,  at  his  new  salary  of  an 
estimated  $750,000,  clearly  aware  of 
the  gifts  for  leading  and  following  that 
got  him  there.  When  his  old  hockey 
coach  at  Yale  recently  asked  him  how 
he      managed 


the 


impres- 
sive climb, 
Akers  replied 
pleasantly:  "I 
got  it  by  being 
nice  to  every- 
body." ■ 
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FINALLY.  A  GIANT  SCREEN  TV  AS  BIG 
■ID  BRIGHT  AS  ALL  OUTDOORS. . . INDOORf 

INTRODUCING  FULL  SPECTRUM  PROJECTION  TELEVISION.  ONLY  FROM  RCA. 


Now  you  can  see  a  picture 
that's  os  briqlftand  as  beautiful 
as  it  Is  big. 

s  RCA's  new  45-inch  set  (mea- 

red  diagonally)  features  RCA's  Full 

»au<So  and  video  technology,  mak- 


ing it  the  first  giant  jicreen  TV 
to  process  100%  qftne  audio/ 
video  signal.  All  tflWotor.  All  the 
sound.  All  the  time.  Surrounding  you 
with  bright,  sharp  color.  And  clean,  crisp 
sound. 


COMPLETE  WITH  FULL  STEREO,  VIDEO  MONITOR  CAPABILITY  AND  MORE. 


Spectrum  sets  feature  a  built-in  stereo  broadcast 
ver  (Stereo  sound  dependent  on  TV  broadcast 
il.j  Plus  video  monitor  circuitry  for  easy  hookup  of 
Jlo/video  components. 

it  standard  features  include  127-channel  tuning 
iluding  cable)  plus  RCA's  Digital  Command    m  A 


er,  the  total  control  remote  control  that  oper 

TECHNOLOGY  THAT  EXCITES  THE  SENSES 


ates  an  entire  RCA  video  system.  And  all  thes&f 
fit  in  a  cabinet  measuring  just  42)4 "x  45". 
See  this  high  performance  wonder  at  your  RCA  < 
Or,  for  more  information  and  a  free  copy  of  our  "Lh 
With  Video"  book  (a  $2.50  retail  value),  write:  RCA  < 
sumer  Electronics,  Dept.  32-312CC,  RO.  Box  7C 
Indianapolis,  IN  46207-7036. 
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Shrewd  marketers  are  using  zero  coupon 
bonds  to  sweeten  everything  from  houses  to 
oil  deals  to  insurance. 


Zero-sum  games 


By  John  Heins 


There's  nothing  magical  about 
zero  coupon  bonds,  of  course. 
They  are  simply  graphic  illustrations 
of  the  wonders  of  compound  interest. 
Invest,  say,  $5,900  in  an  11.7%  gov- 
ernment zero,  and  zap!  in  25 
years  you  have  $100,000. 

Magical  or  not,  though,  they 
are  certainly  popular.  In  two 
years  more  than  $100  billion 
worth  of  zeros  (face  value) 
have  been  sold  to  the  public. 

Now  some  shrewd  salesmen 


bond,  when  their  home  is  paid  off. 

That  sounded  great  to  Steven 
Childers  and  his  fiancee,  Cheryl  No- 
vak of  San  Antonio.  They  agreed  to 
buy  a  $68,000,  three-bedroom,  ranch- 
style  house  from  Morton  Southwest 
in  June.  At  closing,  they  will  receive  a 


are  using  zeros  as  a  come-on  to 
sell  houses,  oil  and  gas  part- 
nerships, insurance  and  even 
pricey  cars. 

Jerry  Hoskins,  senior  vice 
president  at  Morton  South- 
west, a  medium-size  home 
builder  in  San  Antonio,  Tex., 
can  hardly  contain  his  enthu- 
siasm. "I  think  using  zero  coupon 
bonds  to  sell  homes  will  become  stan- 
dard. We've  had  excellent  success 
with  it."  Morton  has  sold  over  60 
homes  with  the  zero  option  since 
starting  the  program  in  July. 

Others  agree.  "Our  traffic  went  up 
by  ptobably  40%  to  45%,"  says  Jana 
Greer,  a  vict:  president  at  giant  Kauf- 
man &.  Broad  in  Los  Angeles. 

"We're  very  glad  we  did  it,"  says 
Eugene  Bems,  a  vice  president  at 
Pompano  Beach,  Fla. -based  Oriole 
Homes.  "If  the  program  is  done  the 
right  way,  the  consumer  is  getting 
that  much  better  a  value." 

Essentially  what  the  builder  seems 
to  be  offering  home  buyers  is  a  2-for-l 
deal  in  which  they  get  back  the  pur- 
chase price  in  cash,  from  the  maturing 


30-year,  tax-free  municipal  zero  that 
will  be  worth  $70,000  at  maturity — 
all  paid  for  by  Morton  Southwest.  The 
couple  knew  zero  about  zeros,  but  it 
didn't  seem  to  matter.  "I  was  already 
looking  at  Morton  Southwest,"  says 
Steven.  "The  bond  convinced  me  to 
go  with  them." 

That  kind  of  talk  makes  builders  sit 
up  and  take  notice.  And  aggressive 
securities  dealers,  most  notably  from 
Paine  Webber  and  Drexel  Burnham 
Lambert,  have  been  making  builders 
aware  of  the  luster  of  zeros — and  ped- 
dling plenty  of  bonds — all  over  the 
country. 

"Rates  were  high  when  we  came 
out  with  these  programs  six  months 
ago,  and  we  were  just  looking  for  an- 
other way  to  market  these  bonds," 


says  Robert  Mons,  a  Drexel  Burnham 
broker  in  Beverly  Hills. 

The  program  set  up  for  Oriole 
Homes  in  Florida  illustrates  how 
some  of  the  deals  work.  On  July  25 
Oriole  Homes  bought  $750,000  worth 
of  30-year  Nevada  Housing  Authority 
tax-free  municipal  zeros,  rated  AA, 
and  $525,000  worth  of  Certificates  of 
Accrual  on  Treasury  Securities 
(CATS)— through  Paine  Webber.  The 
bonds  were  then  given  to  home  buy- 
ers in  Oriole's  Lakeshore  at  Universi- 
ty Park  project  in  Miramar,  Fla.  and 
other  developments. 

Why  do  the  builders  do  it?  Because 
other  inducements,  such  as  mortgage 
buy-downs,  can  be  just  as  costly  but 
fail  to  excite  buyers  nearly  as  much, 
especially  those  already  leery  of  the 
adjustable  rate  mortgages  that  lending 
institutions  are  force-feeding  to  a  re- 
luctant public. 

"We  said,  let's  simplify  the  mort- 
gage program,"  says  Hoskins.  An- 
other Morton  financing  package, 
similar  to  one  offered  Steven 
Childers,  calls  for  an  adjustable  rate 
loan  with  a  base  rate  of  14.25%,  with 
a  5%  buy-down  in  the  first  year,  ad- 
justed annually  thereafter  according 
to  changes  in  the  one-year  Treasury- 
bill  rate. 

But  nothing,  of  course, 
comes  truly  for  free.  To  the 
extent  the  home  buyer  gets  a 
zero  instead  of  a  lower  interest 
rate,  the  bond  may  be  no  bar- 
gain. The  vision  of  a  bundle  of 
cash  30  years  out  is  like  a 
beautiful  sunset,  but  its  pres- 
ent value  is  small  indeed. 

Also,  topping  off  a  home 
purchase  with  a  zero  can 
notch  up  the  cost  to  buyers — 
sometimes  just  enough  to 
price  the  home  beyond  reach. 
California's  Kaufman  &  Broad, 
for  example,  encountered 
problems  closing  sales  with  the  bonds 
even  as  their  traffic  of  potential  buy- 
ers increased.  Why?  The  Federal 
Housing  Administration  lowers  the 
appraised  value  of  homes  sold  under 
such  programs.  The  lower  appraised 
values  mean  that  home  buyers  seek- 
ing FHA  financing  can't  get  as  big  a 
loan,  and  therefore  need  to  put  more 
money  down  in  order  to  buy  the 
house-cum-bond. 

Other  issues  have  arisen  in  the  of- 
fering of  zeros  to  home  buyers.  Some 
brokers  offering  Treasury  zero  pro- 
grams to  the  builders  have  been  gild- 
ing the  lily,  suggesting  ways,  other 
than  an  Individual  Retirement  Ac- 
count or  Keogh  plan,  to  shelter  the 
accreted  income  from  taxes.  (Buyers 
of  Treasury  zeros  have  to  pay  taxes 
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DISCOVER 
THE  SENSE 


REMY  MARTIN  COGNAC 


EXCLUSIVELY  FINE  CHAMPAGNE  COGNAC. 

Imported  By  Remy  Martin  Amerique,  Inc  .NY.  NY' 80  Proof 


It's  UK  >  to  leave  the  office  with  tickets,  hotel  reservations, 
and  a  cash  advance  snug  in  your  pocket.  But  all  that  efficient 
office  backup  doesn't  do  much  good  when  an  early  morning 
pho'  ids  you  rushing  out  of  town  to 

save  a  key  account.  Fortunately,  you've  got 
the  American  Express®  Card.  It  will 
back  you  up  in  more  ways  than  one. 

Get  more  than  tickets  at  the 
airline  counter. 

Naturally,  the  Card  can  handle  your 
tickets  at  the  airport,  but  did  you  know 
that  with  a  valid  ticket  you  can  also 


use  it  to  cash  a  personal  check  for  up  to  $50  at  participati 
airlines?  Right  at  their  counter.  In  addition,  most  major 
U.S.  airports  have  American  Express  Centers  whe 
enrolled  Cardmembers  can  secure  still  more 
funds  in  American  Express®  Travelers  Chequ 
Now  that  you've  got  money  and  tickets, you  c 
phone  ahead  to  the  hotel  for  an  Americ 
Express®Card  Assured  Reservation. 

Your  business  can't  wait,  your 
hotel  room  can. 

With  an  Assured  Reservation,  you  can  g 
straight  to  the  business  of  shoring  up  that  k 


ount  without  stopping  by  the  hotel.  Your  room  will  be 
iting  for  you  no  matter  when  you  arrive. 
Please  call  before  6  p.m.  destination  time  (4  p.m.  at 
orts)  to  cancel  and  get  a  cancellation  number  so  that 
i're  sure  to  avoid  being  billed  for  the  first  night. 

7ake  an  extra  day  or  so  if  you  need  it.The  Card 
has  no  pre-set  spending  limit. 

We  don't  impose  a  pre-set  limit  on  your  spending  the  way 
tie  cards  do.  After  all,  you  may  need  to  stay  longer  to  get 
ir  client  back  on  a  firm  footing. 
Purchases  are  approved  based  on  your  ability  to  pay 
iemonstrated  by  your  past  spending,  payment  patterns, 


and  your  personal  resources.  And  since  we  provide  copies  of 
most  receipts  with  your  bill,  you'll  have  ample  documentation 
of  all  expenses  for  which  you  are  entitled  to  reimbursement. 

We  may  have  offices  where  you  don't. 

Maybe  all  you  need  is  the  name  of  a  good  local  restaurant. 
Maybe  your  ongoing  travel  plans  have  hit  a  snag.  Whatever 
it  is,  we'll  try  to  help.  Just  stop  by  any  one  of  the  nearly  1000 
American  Express  Travel  Service  Offices  worldwide.* 

If  you  don't  have  the  Card,  stop  by  anyway  and  pick  up 
n    an  application.  Or  call  1-800-THE-CARD. 

The  American  Express®  Card.  Don't  leave  home 
®  without  itf  Especially  at  six  in  the  morning. 


•Travel  Service  Offices  of  American  Express  Travel  Related  Services  Company,  Inc.,  its  affiliates  and  Representatives.     ©  American  Express  Travel  Related  Services  Company,  1 
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each  year,  just  as  if  they  received  se- 
miannual interest  payments,  even 
though  no  money  is  actually  paid  out 
until  the  bond  matures.) 

"We  recommend  custodial  ac- 
counts," says  a  California  broker. 
"There  are  tons  of  loopholes.  You  can 
even  put  the  account  in  the  name  of  a 
nephew."  Sound  like  a  siren  to  the 
IRS?  You  bet. 

Such  programs,  specifically  when 
offered  secondhand  to  buyers  by 
home  sellers,  have  already  raised  the 
hackles  of  regulatory  agencies.  The 
Florida  division  of  securities  and  regu- 
lators in  other  states — including 
Michigan,  North  Carolina  and  Penn- 
sylvania— are  taking  action  against 
such  tactics.  The  Florida  division  has 
prepared  a  letter  to  builders  in  the 
state,  warning  that  they  "may  be  act- 
ing in  the  capacity  of  a  securities  deal- 
er, which  would  require  registration." 

In  addition,  many  states  treat  these 
merchandise  tie-ins  as  giveaways  that 
may  require  special  dispensation  from 
state  officials.  Paine  Webber  has  al- 
ready rushed  instructions  to  brokers 
that  they  shouldn't  solicit  new  busi- 
ness in  this  area  until  all  regulatory 
issues  are  resolved. 

Such  regulatory  clouds  have  not 
slowed  down  the  use  of  zero-coupon 
bonds  to  sweeten  oil  and  gas  partner- 
ships, however.  In  an  industry  shell- 
shocked  by  well-publicized  problems 
of  sponsors  such  as  Petro-Lewis 
(Forbes,  Sept.  10),  the  big  players  are 
currently  offering  zeros  to  make  their 
deals  seem  safer. 

Callon  Income  Fund  1984/1985,  for 
example,  gives  each  investor  the  op- 
tion to  purchase  zeros  with  his  share 
of  partnership  income.  Each  quarter, 
income  is  put  in  an  escrow  account 
until  a  25-year  Treasury  zero — worth 
the  investor's  original  investment  at 
maturity — can  be  purchased.  With  ex- 
pected annual  distribution  rates  of 
14%,  such  a  bond  could  be  purchased 
out  of  just  six  months'  income.  "It's 
just  there  for  people  who  would  like 
to  feel  more  comfortable  that  they 
can't  lose  their  investment,"  says 
John  Callon,  chairman  of  Natchez, 
Miss. -based  Callon  Petroleum,  which 
manages  $250  million  in  funds.  He 
warns,  however,  that  the  existence  of 
a  zero  obviously  does  not  have  any 
effect  on  a  property's  ability  to  pro- 
duce income — the  real  reason  to  buy 
into  a  partnership. 

Natural  Resource  Management 
Corp.,  a  Dallas-based  manager  of  oil 
and  gas  funds,   has  a  trickier  zero 


scheme.  Out  of  a  minimum  $5,000 
investment,  NRM  will  set  aside  the 
$300  to  $400  needed  to  buy  a  Treasury 
zero  that  will  be  worth  the  partner's 
original  investment  in  22  to  25  years. 
But  no  distinction  is  made  between 
the  portion  of  the  investor's  money 
used  to  acquire  the  oil  and  gas  proper- 
ties and  the  portion  used  to  acquire 
the  bonds.  So  investors  end  up  paying 
front-end  fees  of  10%,  which  are  nor- 
mal for  oil  and  gas  partnerships,  to 
buy  zero-coupon  bonds,  which  they 
could  buy  themselves  for  only  a  2%  to 
4%  commission. 

"When  you  think  about  it,  it's  real- 
ly a  cruel  idea,"  says  William  Bren- 
nan,  editor  of  the  tax-shelter  newslet- 
ter, Brennan  Reports.  "You  won't  hit 
the  sophisticated  investor  with  this 
idea,  because  he  will  immediately 
say,  'What's  $5,000  worth  in  25 
years?'  The  market  is  the  proverbial 
little  old  lady  in  tennis  shoes,  who 
might  not  really  understand." 

Nonetheless,  since  the  middle  of 
February  NRM  has  sold  $100  million 
worth  of  its  1984  Oil  &  Gas  Income 
Certificates. 

The  biggest  market  of  all  for  zero 
coupon  tie-ins,  however,  may  be  in 
conjunction  with  life  insurance.  Mon- 


By  Anne  HcGratb 


They  can  be  luxurious.  When  Ron 
Kinney  gets  up  each  morning  for 
his  6  a.m.  swim,  for  example,  he  first 
kicks  up  his  pool's  temperature,  via 
remote  control  from  his  bedroom.  He 
soaks  for  15  minutes  in  a  105 -degree 
hot  tub,  then  hops  into  his  50-foot, 
grand-piano-shaped  pool  for  26  laps. 


arch  Resources,  Inc.,  the  New  York- 
based  variable  life  insurance  distribu- 
tor of  Monarch  Capital  Corp.,  began  a 
program  in  July  wherein  clients  can 
use  premiums  from  variable  life  poli- 
cies to  buy  zero  Treasurys  with  matu- 
rities of  5,  10  or  19  years.  (Actually, 
shares  are  purchased  in  a  Merrill 
Lynch  unit  trust  invested  solely  in 
zero  coupon  Treasurys.) 

The  imputed  interest  is  free  of  in- 
come tax  as  long  as  the  policy  stays  in 
effect,  which  helps  insurance  compa- 
nies by  encouraging  holders  to  keep 
up  the  policies  or  face  an  income-tax 
bite  and  possible  loss  of  the  locked-in 
rate  of  return.  So  no  wonder  Jerome 
Golden,  president  of  Monarch  Re- 
sources, says,  "It  is  every  life  insur- 
ance executive's  dream.  We  wanted  to 
offer  an  option  that  provided  a  locked- 
in  return  for  a  reasonably  long  peri- 
od." Since  July  5  Monarch's  sales  have 
run  at  twice  the  normal  rate — $50 
million  has  gone  into  this  new  option. 

This  is  the  first  life  product  of  its 
kind,  but  plans  are  on  the  drawing 
boards  at  other  major  life  insurers, 
including  Prudential  and  Equitable,  to 
explore  their  own  versions  of  the 
scheme.  Brokers  think  insurance  tie- 
ins  are  another  potentially  huge  mar- 
ket for  Treasury  zeros,  along  with 
Keogh  or  IRA  plans. 

Clearly,  if  little  else,  there's  mar- 
keting magic  in  these  zeros. 


As  he  swims,  the  owner  of  All-Phase 
Electric  Supply  Co.  looks  out  over 
Lake  Michigan  through  a  wall  of  slid- 
ing glass  doors. 

They  can  be  exotic.  New  Jersey  at- 
torney Albert  Cohn  swims  his  40  laps 
in  a  room  designed  like  an  Egyptian 
temple,  complete  with  stone  columns 
and  brass  palm  trees.  He's  got  a  sound 
system  in  the  ceiling,  and  dressing 


It's  close  to  zero  outside,  but  you  don't 
even  notice.  You're  under  your  banana 
tree  in  bathing  trunks. 


A  pool  for 
all  seasons 
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The  test  of  the  Century. 

Century  has  become 
the  best  selling  of  all  Buicks 
because  it  has  passed 
the  most  demanding  of  all 
tests:  the  real  world. 

Every  day,  Century's 
front-wheel  drive  and 
MacPherson  strut  indepen- 
dent front  suspension 
endure  rain,  sleet,  mud, 
snow  and  other  hazards 
the  road  holds.  But  grace 
under  pressure  is  only 
part  of  the  story. 

Century  is  also  a  car 
with  admirable  perform- 
ance and  road  manners. 
Now  you  can  even  order  an 
available  3.B-litre  V-B  with 
multi-port  fuel  injection. 


Yet  this  is  a  Buick  in 
the  grandest  tradition,  with 
roomy,  comfortable,  luxuri- 
ous interiors,  and  a  great 
many  convenience  features 
as  standard  equipment. 

Century  has  passed 
all  its  tests  with  flying 
colors.  And  it's  certain  to 
pass  yours. 

Buckle  up  and  visit 
your  Buick  dealer. 

To  ask  any  questions, 
request  a  brochure  or 
test  drive,  call  the  Buick 
Product  Information 
Center,  B  a.m.  to  B  p.m. 
Eastern  time,  weekdays: 

1-BOO-B5-BUICK 
[1 -BOO-B52-B425]. 


Wouldn't  you 
really  rather  have  a  Buick? 
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rooms  and  a  kitchen  off  to  the  side. 

They  can  be  at  the  very  center  of 
things.  Lee  Harrell,  a  lawyer  in  Tren- 
ton, Tenn.,  put  a  16-by-32-foot  pool  in 
the  middle  of  his  U-shaped  house, 
where  it's  surrounded  by  plants  and  a 
banana  tree  and  is  accessible  on  three 
sides  through  glass  doors.  "All  that 
space  is  very  conducive  to  parties," 
Harrell  says. 

Such  taste  has  its  price.  Washing- 
ton architect  Hugh  Newell  Jacobsen 
estimates  that  customizing  a  top-of- 
the-line  pool  room  as  an  integral  part 
of  one's  home  can  average  $200  a 
square  foot.  So  if  you  want  to  put  a  30- 
by-60-foot  room  around  a  20-by-40- 
foot  pool,  you're  looking  at  $360,000 
in  room  construction  costs  alone. 
Even  those  figures  fail  to  make  some 
pool  enthusiasts  blanch.  Take  the  cor- 
porate owner  of  Trump  Tower's  $12 
million,  68th-floor  triplex,  who,  to  in- 
dulge a  fancy  for  that  private  plunge, 
spent  nearly  $1  million  just  to  rein- 
force the  building,  and  bought  the 
apartment  below,  too,  when  its  living 
room  had  to  go. 

You  needn't  be  that  lavish,  of 
course.  In  fact,  if  you  already  own  a 
pool  and  simply  want  to  extend  your 
swimming  season  without  calling  in  a 
team  of  architects,  engineers  and 
bankers,  freestanding  air-bubble 
buildings  or  greenhouse-like  solaria 
might  be  appropriate. 

According  to  Richard  Kraus  of  vinyl 
dome  manufacturer  Air  Structures, 
the  pillow-shaped,  air-supported  en- 
closure is  most  appropriate  for  swim- 
mers who  simply  want  to  enclose  a 
pool  in  winter.  "They're  intended  to 
be  temporary,"  he  says,  "to  make  an 
outdoor  pool  usable  year  round."  The 
Air  Structures  domes  average  30  by  50 
feet  and  range  in  price  from  $1,500  to 
$3,000.  While  they  don't  work  as  at- 
tachments to  the  house,  Kraus  says 
that  they  can  be  erected  as  close  as  3 
feet  away. 

Prefabricated  greenhouse-style 

structures — freestanding  or  cantile- 
vered  off  the  side  of  the  house — are 
more  sophisticated  and  more  perma- 
nent. Richard  Feldman  of  Solar  Pool 
Structures  supplies  prefabricated  pool 
buildings  made  of  anodized  alumi- 
num or  stainless  steel  and  glass,  fiber- 
glass or  Plexiglas.  They  range  from 
$23  to  $37  a  square  foot,  or  roughly 
$30,000  to  $50,000  for  an  average-size 
pool.  A  fancy  model  might  feature 
sliding  glass  all  around  and  a  roof  that 
opens  in  good  weather. 

After  that,  says  Peter  Cattano  of 


Long  Island  pool  installer  Paco  Pools 
&  Spas,  you're  into  customized  de- 
sign, and  the  sky's  the  limit.  (But  you 
needn't  forget  about  cost  entirely. 
One  New  Jersey  office  supply  distrib- 
utor managed  his  simple  design  for 
under  $40,000,  all  told.) 

New  York  architect  Robert  Stern, 
whose  work  for  attorney  Cohn  recent- 
ly won  him  an  award  from  the  New 
York  Chapter  of  the  American  Insti- 
tute of  Architects,  stresses  the  impor- 
tance of  working  with  a  well-orga- 
nized team.  "The  first  thing  you  need 
is  money,"  he  says.  "Second,  you  need 
a  good  architect.  Third,  the  architect 
better  have  a  good  mechanical  engi- 
neer. Fourth,  you  need  a  good  pool 
company.  An  indoor  pool  done  cor- 
rectly  is   a  wonderful   thing.   Done 


wrong,  it's  a  nightmare." 

Why?  Evaporation,  for  one  thing.  If 
air  and  pool  temperatures  are  not 
carefully  regulated,  and  if  heating  and 
cooling  systems  are  not  kept  indepen- 
dent of  those  serving  the  rest  of  the 
house,  you're  likely  to  find  water 
streaming  down  walls  and  windows, 
the  smell  of  chlorine  permeating  the 
house,  and  energy  bills  skyrocketing 
as  the  heat  goes  through  the  roof. 

A  powerful  dehumidifier,  such  as 
the  one  Ohio  gastroenterologist  Jo- 
seph Gregori  installed,  is  a  must.  His 
system  sucks  in  moist  air,  removes 
the  water  and  circulates  it  back  into 
the  heated  pool,  then  shoots  the  hot, 
dry  air  back  into  the  room.  No  addi- 
tional heat  source  for  the  room  is 
needed.  Dr.  Gregori  estimates  his  cus- 
tomized addition  and  pool  cost 
$1 10,000  and  that  his  monthly  main- 
tenance bills  average  $180.  (One  ad- 
vantage of  an  indoor  pool:  It's  a  lot 


Where  All-Phase  Electric  Supply  owner  Ron  Kinney  swims 
Laps  in  luxury. 
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Getting  started 


If  you're  thinking  about  a  pool,  indoor  or  out,  you  can  get  some  basic 
information  from  the  National  Spa  &  Pool  Institute,  the  industry  trade 
association,  at  Dept.  FB,  2111  Eisenhower  Avenue,  Alexandria,  Va. 
22314.  The  NSPI's  3,200  members  include  swimming  pool  manufactur- 
ers, equipment  and  enclosure  manufacturers,  distributors,  builders,  ser- 
vice companies  and  retail  stores. 

You'll  receive  a  free  "pool  planning  kit"  that  surveys  types  of  pools  and 
maintenance  requirements  and  supplies  a  list  of  retailers  and  enclosure 
manufacturers  in  your  area.  Two  books  on  the  subject — Sunset's  Ideas  for 
Swimming  Pools  and  HPBooks'  Swimming  Pools — can  be  ordered  from  the 
association  for  $5  and  $7.95,  respectively.— A.M. 


easier  and  cheaper  to  keep  clean.) 

Consider  the  size  of  the  addition 
you'll  want  before  you  choose  your 
pool  size,  advises  Richard  Feldman.  A 
20-by-40-foot  outdoor  pool  behind  a 
low-slung  ranch  house  is  one  thing. 
The  same  house  may  look  ridiculous, 
however,   alongside  a  30-by- 70-foot 


Christopher  Kean 


pool  enclosure. 

Also,  Feldman  says,  think  through 
the  construction  of  pool,  decking  and 
foundations.  Frost  heave  under  the 
patio  is  bad  enough.  Indoors  it  doesn't 
bear  thinking  about. 

The  pool  itself,  the  star  of  the  show, 
is  relatively  cheap.  Depending  on  size 


of  the  house,"  Jacobsen  says,  "but 
most  people  won't  have  a  pool  on 
their  list  of  priorities." 

Will  Uncle  Sam  give  you  a  break? 
Not  immediately,  unless  you  and 
your  doctor  can  prove  to  the  IRS  that 
the  pool  was  installed  for  treatment  of 
a  serious  medical  condition,  not  only 
for  exercise. 

A  taxpayer  with  polio  whose  doctor 
has  prescribed  swimming  can  prob- 
ably deduct  the  cost  of  installing  his 
pool  to  the  extent  that  that  expense 
exceeds  the  fair  market  value  he  has 
added  to  his  property  by  building  the 
pool.  He  can  probably  also  deduct  his 
yearly  operating  costs.  But  even  if 
you're  sure  you  qualify  for  a  medical 
deduction,  check  with  your  accoun- 
tant before  starting  to  dig. 

On  the  other  hand,  you  may  regain 
some  of  your  expense  sometime  down 
the  road,  when  you  sell.  Assuming 
you  haven't  used  the  pool  as  a  medical 


Solar  Pool  Siructures.  Inc. 


A  freestanding  glass  enclosure 
And  it's  easier  to  clean. 


and  construction,  it  will  likely  run 
from  $7,500  to  $25,000.  According  to 
Cattano,  there  are  only  a  couple  of 
choices.  "The  best  kind  of  pool  is 
made  from  Gunite,"  he  says,  "or  con- 
crete shot  under  pressure  onto  a  mat 
of  steel  reinforcing  rods.  You  have 
total  flexibility  in  terms  of  shape,  and, 
when  properly  done,  it's  extremely 
strong."  Cattano  figures  a  20-by-40- 
foot  Gunite  pool  might  cost  $20,000. 

A  second  option,  the  vinyl-liner 
pool,  has  a  sand  or  cement  and  ver- 
miculite  bottom,  side  panels  of  steel 
or  plastic,  and  a  vinyl  membrane  that 
hangs  from  the  panels  and  rests  on  the 
bottom.  Vinyl-liner  pools  go  for  from 
$7,500  to  $14,000,  Cattano  says. 

Note:  All  this  added  value  is  not 
likely  to  help  you  resell  your  house. 
"An  indoor  pool  will  increase  the  cost 


deduction,  all  that  capital  improve- 
ment increases  your  cost  basis.  If  you 
add  a  $100,000  pool  to  a  house  you 
bought  for  $200,000  and  sell  for 
$550,000,  you'll  owe  capital  gains  tax 
on  only  $250,000.  Without  the  pool 
the  house  might  have  brought 
$500,000,  say,  and  you'd  have  owed 
tax  on  $300,000. 

What  can  you  do  if  your  house  is 
smack  in  the  center  of  a  lawnless  city 
block?  Believe  it  or  not,  there's  even 
an  indoor  pool  for  you,  invented  by 
Boulder,  Colo.'s  Newton  Gossett  and 
selling  for  an  average  of  $5,500.  You 
just  fill  Gossett's  7-by-ll-foot  Swim- 
mer's Treadmill  with  water,  strap 
yourself  into  a  harness,  plug  in  your 
earphones  and  stroke  away  to  your 
heart's  content. 
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Renewable  resources  will  be  vital  to  indus- 
trial growth  in  the  21st  century.  Through  bio- 
technology, they  can  yield  vital  fuels,  chemi- 
cals and  foods.  Signal  is  there. 

We've  developed  a  method  of  using  bio- 
logical catalysts  in  continuous  processing, 
replacing  much  slower  batch-processing 
methods.  Our  technique  is  already  in  com- 
mercial use  in  the  food  industry,  converting 
glucose  to  fructose.  A  similar  process  for 
converting  starch  to  glucose  is  at  pilot  plant 
stage. 

Signal  is  also  working  on  the  development 
of  micro-organisms  that  will  digest  wood 
and  plants  to  create  hydrocarbons  and 
amino  acids — the  building  blocks  of  fuels, 
petrochemicals  and  proteins.  When  the 
enzymes  these  organisms  produce  can  be 
immobilized  for  continuous  processing, 
large-scale  production  will  become  possible.] 
The  enzymes  themselves  may  also  be  synthe- 
sized— we're  working  on  that,  too. 

Signal  is  committed  to  creating  this  kind  of' 
leadership.  In  the  last  five  years  we've 
invested  over  $1.8  billion  in  research  and 
development.  Our  14,000  scientists,  engi- 
neers and  technicians  have  created  thou- 
sands of  innovative  and  profitable  products 
and  systems. 

Signal's  strategy  is  to  focus  this  huge 
research  commitment  on  technologies  that 
will  be  vital  to  the  21st-century  economy,  in 
areas  like  aerospace,  electronic  communi- 
cations and  energy  development.  Our 
current  R&D  budget  is  nearly  $500  million  a 
year — one  of  the  largest  in  the  U.S. 

For  more  information  about  Signal's 
leadership,  write  for  our  Annual  Report 
and  a  copy  of  "Research  and  Innovation: 
The  Signal  Commitment,"  to:  Communications 
Department,  The  Signal  Companies, 
1 1255  North  Torrey  Pines  Road,  La  Jolla, 
California  92037 
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Signal/UOP  research  scientist  monitors 
pilot  plant  test  to  determine  commercial 
potential  of  an  enzyme  catalyst. 


Robert  Lutz,  chairman  of  Ford-Europe,  with  a  pair  of  Escorts 
Will  he  once  again  own  the  autobahn? 


Edited  by  Pamela  Sherrid 


Continental  detour 


Tlhe  big  attraction  at  the  annual  Par- 
is Salon  de  l'Automobile  last 
month  wasn't  shiny  sheet  metal  on 
four  wheels.  The  press  crowded  in  to 
see  suave  Robert  Lutz  in  his  first  big 
public  appearance  since  Ford's  Chair- 
man Philip  Caldwell  abolished  Lutz' 
Detroit  post  as  international  sales 
chief  and  sent  him  back  to  his  old  job 
as  chairman  of  Ford-Europe  in  June. 
Lutz'  return  was  a  surprise,  especially 
since  he  was  a  long-shot  candidate  to 
replace  Caldwell  when  he  retires  ear- 
ly next  year.  Ford  President  Donald 
Petersen  is  now  the  strong  favorite  to 
slip  into  that  driver's  seat. 

Is  Lutz  smarting  from  his  demo- 
tion? "I  see  it  as  a  lateral  move  be- 
cause I  am  still  a  member  of  Ford's 
board  in  the  U.S.,"  he  told  a  packed 
press  conference  with  his  usual 
aplomb.  When  the  translating  system 
broke,  Lutz  fielded  questions  in 
French,  German  and  English.  He 
didn't  say  too  much  in  any  language, 
though.  "I  am  lying  low  until  after 


January,"  he  told  Forbes. 

Lutz  helped  run  over  the  competi- 
tion in  Europe  in  the  late  Seventies 
and  then  came  back  to  the  U.S.  to 
help  run  the  parent  company  in  1982. 
But  he  didn't  get  along  with  his  Euro- 
pean successors,  and  quarreling  got 
nasty  as  profits  sagged  badly.  This 
spring  two  top  Ford-Europe  execu- 
tives quit.  The  company,  in  effect, 
told  Lutz  to  stop  second-guessing  and 
to  do  the  job  himself. 

Lutz,  52,  knows  his  business  and 
his  Europe.  A  Swiss-bom  American, 
he  earned  a  Berkeley  M.B.A.  and  be- 
came a  Marine  fighter  pilot.  He 
worked  for  GM's  West  German  divi- 
sion and  BMW  before  joining  Ford  of 
Germany  in  1974.  On  his  own  time 
he's  an  amateur  race-car  driver. 

In  his  previous  stint  as  Ford-Europe 
chairman,  Lutz  linked  his  fortunes  to 
the  Sierra,  a  fast  midsize  car.  Intro- 
duced in  1982,  it  boosted  sales  in  sev- 
eral European  countries  but  didn't  do 
so  well  in  Britain.  Lutz  takes  some  of 


the  blame.  "We  overestimated  the  to- 
tal growth  of  the  European  industry 
and  of  the  large  family-car  market  in 
particular,"  he  admits. 

Lutz  has  other  problems  to  face. 
Discounting  is  prevalent,  and  there's 
talk  of  price  controls  and  emission 
standards.  "It's  no  longer  enough  to 
run  a  good  car  company.  I  have  spent 
about  40%  of  my  time  talking  to  gov- 
ernments since  June,"  he  says. 

Meanwhile,  Lutz  must  prove  all 
over  again  that  he  owns  the  autobahn. 
He  is  currently  reassembling  key 
players  in  his  old  team.  But  what  with 
GM  on  the  make  in  Europe,  and  the 
natives — Renault,  VW,  Fiat,  Mer- 
cedes, BMW — determined  not  to  get 
pushed  off  the  road,  it  should  be  quite 
a  race. — Rosemary  Brady 

In  this  corner  . . . 

Houston  oil  heiress  Josephine 
Abercrombie  has  an  unusual  way 
to  spend  her  money.  She  loves  boxing. 
So,  instead  of  haunting  Neiman-Mar- 
cus,  in  the  last  few  years  she  has  spent 
big  bucks,  perhaps  over  $1  million  in 
all,  promoting  a  stable  of  fighters. 

The  spirited  58-year-old  Abercrom- 
bie doesn't  chomp  on  a  cigar,  but  the 
boxing  establishment  is  starting  to 
take  her  seriously  all  the  same.  Re- 
cently, for  instance,  she  signed  Olym- 
pic fighter  Frank  Tate.  "I  adore  all 
forms  of  competition,"  says  Aber- 
crombie. "But,  to  me,  boxing  is  the 
consummate  example.  I  love  the  pro- 
cess of  training  a  body." 

Abercrombie  was  brought  up  on  ra- 
dio fights  and  Golden  Glove  shows  by 
her  late  father,  James  Smither  Aber- 
crombie. Among  other  business  inter- 
ests, he  invented  the  first  device  to 
prevent  oil-well  blowouts.  Aside  from 
a  love  of  boxing,  he  also  bequeathed 
only  child  Josephine  an  estate  now 
worth  nearly  $100  million.  After  di- 
vorcing five  husbands,  one  of  whom 
ran  part  of  her  family's  businesses, 
Abercrombie  is  now  single  and  leaves 
management  to  hired  hands. 

Instead  she  spends  her  time  on  the 
two-year-old  Houston  Boxing  Associ- 
ation. This  for-profit  corporation  is 
headquartered  in  Abercrombie 's  five- 
story,  glass-and-chrome  office  build- 
ing outside  Houston's  Galleria.  HBA 
stages  fights  and  finances  the  signing 
of  boxers  into  a  stable  managed  by  one 
of  Abercrombie's  associates.  Unlike 
some  boxing  promoters,  Abercrombie 
schedules  all  her  events  in  the  same 
hall,  Houston's  Summit  arena.  The 
idea  is  to  sell  season  tickets.  But  high 
promotion  costs  have  thus  far  flat- 
tened the  take  from  the  gate.  Last 
year's  cards  produced  a  $108,000  loss 
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Boxing  promoter  Josephine  Abercrombie  with  Olympic  fighter  Frank  Tate 
"I  love  the  process  of  training  a  body." 


Herman  Kokojan/Black  Star 


on  revenues  of  $360,000. 

Abercrombie's  stable  has  seven 
fighters.  The  biggest  crowd  pleaser  is 
junior  welterweight  Othal  (Choo 
Choo)  Dixon,  with  1 1  wins  in  his  last 
1 1  bouts,  10  of  them  KOs.  The  Olym- 
pic boxing  team  trained  for  free  at 
Abercrombie's  4,000-acre  Gonzales, 
Tex.  ranch,  complete  with  a  fancy 
gym  and  running  paths  through  the 
pecan  orchards.  But  most  of  the  team 
signed  with  other  promoters. 

Abercrombie  isn't  discouraged.  "I 
intend  to  have  a  world  champion," 
she  says. — Jessica  Greenbaum 

Revenge  of  the  Frostbelt 

W'  hile  the  Florida  orange  juice  in- 
dustry has  been  pummeled  by 
freezes  and  canker,  guess  who's  been 
quietly  prospering  as  a  result? 

Minnesota-based  Cargill,  the  giant, 
privately  held  commodity  firm. 

In  1977,  when  orange  juice  prices 
were  50%  lower  than  they  are  today, 
Cargill  was  able  to  buy  an  orange  juice 
processing  plant  in  Brazil  for  less  than 
$15  million.  Since  then,  setbacks  to 
Florida  growers,  combined  with 
steadily  increasing  consumption  of 
juice,  have  turned  that  into  a  mouth- 
watering investment.  "Brazil  is  in  a 
unique  position  to  keep  up  with  de- 
mand," says  Dick  Kellor,  manager  of 
Cargill's  fruit  juice  operations.  Amer- 


ican orange  growers,  he  explains, 
must  compete  with  creeping  urban- 
ization and  land  speculators,  while 
Brazilian  planters  have  plenty  of  room 
to  grow.  Because  of  the  warmer  cli- 
mate, the  South  Americans  also  don't 
have  to  worry  about  the  freezes  that 
have  hit  Florida  in  three  of  the  past 
four  years. 

Since  it  acquired  the  Brazilian 
plant,  situated  in  the  inland  town  of 
Bebedouro  near  Sao  Paulo,  Cargill  has 
poured  nearly  all  of  the  facility's  earn- 
ings into  additional  capacity  and  im- 
proved processing  and  distribution, 
increasing  output  by  about  15%  an- 
nually. Today  Cargill  is  shipping 
90,000  metric  tons  of  frozen  orange 
juice  concentrate  annually.  That  is 
15%  of  Brazil's  total  exports  of  orange 
juice  concentrate.  At  current  prices, 
the  plant  could  bring  in  almost  $200 
million  per  year  in  revenues.  Cargill 
gets  slightly  less  because  long-term 
contracts  limit  its  ability  to  take  full 
advantage  of  recent  price  increases. 

This  year,  more  of  the  juice  Ameri- 
cans drink  will  come  from  Brazil  than 
ever  before.  Cargill  ships  about  a  third 
of  its  concentrate  to  tank  warehouses 
in  Tampa,  where  customers  such  as 
Procter  &.  Gamble,  Kraft  and  Quaker 
suit  American  tastes  by  mixing  the 
Brazilian  product  with  sweeter  con- 
centrate made  from  domestic  oranges. 
Imported  juice  faces  steep  U.S.  tariffs, 


but  because  costs  are  lower,  Brazil's 
concentrate  is  still  competitive  with 
Florida's. 

The  rest  of  Cargill's  exports  go  to 
Amsterdam.  European  food  compa- 
nies sell  the  Brazilian  juice  straight, 
because  their  customers  prefer  the 


Cargill's  Dick  Kellor 

A  smart  move  to  Brazil 
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Chase  EVP  Jim  Carey,  Corporate  Banking  Executive  (center)  discusses  financing  strategies  with  Chase  Petroleum  Executives. 
From  left:  Jim  Biello,  Charles  Bauccio,  Bob  Weaver,  (Carey),  Jim  Adamson  and  Chase  Capital  Markets  Executive,  Bob  Lichten. 
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Chase  Partnership. 

It's  what 

makes  us  the  global 

energy  bank. 


For  forty-eight  years  our  petroleum  bankers  have  focused  the 
enormous  resources  of  the  Chase  Manhattan  Bank  on  the 
financial  needs  of  the  petroleum  industry  Our  continuity  of 
staff,  depth  of  industry  knowledge  and  worldwide 
organization  is  unique  in  petroleum  banking,  four  Chase 
Relationship  Manager  works  in  partnership  with  you  and 
within  Chase  to  deliver  industry-dedicated  banking  resources 
such  as  petroleum  engineering,  energy  economics,  merchant 
banking  or  global  operations  expertise— wherever  in  the 
world  there  is  a  need.  No  wonder  according  to  Euromoney 
magazine,  Chase  is  "The  top  lead  manager,  in  both  number 
and  volume  of  loans,  for  the  oil  sector." 

Chase  Partnership 
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If  you  don't  see  your 

corporate  ad  here,  you're  missing 

more  than  some  free  publicity. 


AT&T  IS  REACHING  OUT  > 
IN  NEW  DIRECTIONS. 


Mcmll  Lynch  (Inc.  3/83) 


De  Beers  (Inc.  4/84) 


W  R.  Grace  &  Co.  (Inc_  5/84) 


IIAA  (Inc.  4/84) 


You're  missing  the  one  group  of  executives  who  control  both  their  corporate  and  personal  portfolios.  The  owners  and 
executives  of  private,  small  to  mid-sized  corporations,  they  now  invest  billions.  Their  companies  generate  half  of  all 
U.S.  sales,  employ  half  the  American  workforce,  and  create  the  majority  of  new  jobs  and 
innovations. 

And  their  impact  on  your  corporation  is  enormous  as  is  their  role  in  the  American 
economy.  This  new  breed  of  opinion  leaders  influences  a  wide  circle  of  people  in  their 
companies  and  communities.  They  are  your  customers,  suppliers,  dealers,  distributors, 
future  partners.  And  your  investors.  Only  one  leading  business  magazine  is  written  just  for 
them.  Inc.  magazine.  The  traditional  big  business  publications  simply  do  not  reach  them. 

Run  your  corporate  campaign  in  Inc.,  the  only  magazine  that  reaches  America's  dual 
investors.  And  gain  more  than  some  free  publicity. 

Inc.  The  Magazine  for  Growing  Companies. 
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more  acidic  character,  explains  Kel- 
lor,  who  spent  12  years  in  Cargill's 
research  labs  before  being  tapped  to 
head  the  juice  division  in  1980. 

"This  is  the  first  time  since  I've 
been  in  the  business  that  Brazil  has  no 
orange  juice  reserves,"  he  says  de- 
lightedly. One  consequence:  Cargill  is 
now  planning  a  second  Brazilian  plant 
to  process  fruit  from  newly  planted 
groves. — Christine  Donahue 

Foreigners,  keep  out 

At  52,  Canadian  stockbroker  Jim 
Pitblado  can  still  run  a  marathon 
in  3  hours  9  minutes.  But  when  it 
comes  to  capital  markets,  he  wants 
the  world  to  stand  still. 

Pitblado  is  deputy  chairman  of  Do- 
minion Securities  Pitfield  Ltd.,  one  of 
Canada's  largest  securities  firms.  For 
the  last  few  months  he's  been  work- 
ing with  an  industry  group  devising  a 
new  regulatory  scheme.  But  at  a  time 
when  financial  markets  are  opening 
up  all  over  the  world  (Forbes,  July  2), 
these  recently  released  recommenda- 
tions read  instead  like  a  primer  on 
how  to  limit  competition. 

"I  am  not  defensive  at  all  about  the 
report,"  says  Winnipeg-born  Pitblado, 
who  studied  at  the  Wharton  School  at 
the  University  of  Pennsylvania  and 
trained  at  Merrill  Lynch.  "I  appreciate 
that  some  people  will  say  it's  protec- 
tionist." That's  putting  things  mildly. 

Bad  enough  that  the  Canadian 
brokers  want  to  retain  restrictions 
that  limit  foreign  ownership  in  their 
industry.  They  also  want  to  take  away 
some  privileges  foreigners  already 
have.  Salomon  Brothers,  for  example, 
makes  a  market  in  domestically  is- 
sued Canadian  government  bonds. 
Several  other  U.S.  firms  also  do  a  nice 
business  in  Canada  despite  the  fact 
that  they  are  not  allowed  to  be  regis- 
tered brokers.  But  the  proposal  would 
force  many  of  them  out. 

Beyond  that,  Canadian  brokers 
want  to  bar  U.S.  firms  from  soliciting 
business  directly  from  Canadian  pen- 
sion funds.  They  would  also  widen 
the  regulatory  net  to  catch  brokers 
currently  operating  on  an  unregis- 
tered basis,  forcing  them  to  conform 
to  strict  ownership  rules. 

This  last  rule  isn't  aimed  only  at 
foreigners.    Its    implied    targets    are 


Jim  Pitblado  of  Dominion  Securities 
Readying  a  gift  for  the  Bronfmans. 

countrymen  Peter  and  Edward  Bronf- 
man, whose  friends  at  Gordon  Securi- 
ties Ltd.  have  been  muscling  into  the 
Canadian  institutional  markets.  Oth- 
er brokers  suspect  that  some  of  Gor- 


don's deals  are  quietly  warehoused  in 
unregulated  Bronfman  affiliates. 

Will  Pitblado  and  his  broker  col- 
leagues get  their  way?  That  depends 
on  the  volume  of  the  howls  from 
those  who  stand  to  lose.  A  public 
hearing  is  scheduled  in  Toronto  in 
November. — Jack  Willoughby 

Marriage  vows 

Fl  or  ten  years  Charles  Ewell  has 
been  telling  hospital  administra- 
tors how  to  run  their  business.  Start- 
ing this  fall,  however,  Ewell  has  his 
own  show  to  run — the  largest  group  of 
hospitals  in  the  country. 

American  Healthcare  Systems, 
with'233  not-for-profit  hospitals  in  21 
states,  was  born  this  summer  as  a 
result  of  a  merger  between  two  health 
care  systems.  With  combined  rev- 
enues of  $6  billion,  AHS  is  about 
twice  the  size  of  Hospital  Corp.  of 
America,  the  biggest  for-profit  chain. 

Ewell  was  in  charge  of  health  care 
consulting  and  auditing  at  Arthur 
Young  until  March,  when  he  left  to 
teach  and  consult.  But  almost  imme- 
diately, he  got  a  call  from  the  head  of 
one  of  the  hospital  groups  considering 
a  merger.  Then,  as  the  deal  was  near- 
ing  fruition,  Ewell  was  asked  to  stay 


Charles  Ewell  of  newly  formed  American  Healthcare  Systems 

"To  be  strong,  you've  got  to  be  big  and  you've  got  to  be  national. 
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on  and  manage  the  new  system.  "I 
hesitated  for  a  moment,"  he  says, 
"but  in  the  end  it  was  irresistible." 
That  wasn't  his  only  merger  this  sum- 

—  Two  weeks  later  he  took  time 
out  to  attend  his  own  wedding. 

Troubled  times  for  hospitals,  of 
course,  spurred  the  creation  of  AHS. 
Patient-days  continue  to  slide,  while 
government  and  private  buyers  of 
health  care  get  ever  tougher  about 
costs.  "In  the  new  environment, 
strong  hospitals  will  survive,"  Ewell 
explains.  "To  be  strong  you've  got  to 
be  big  and  you've  got  to  be  national." 

By  purchasing  jointly,  Ewell  thinks 
AHS,  with  its  over  $1  billion  in  pur- 
chasing contracts,  can  wring  hefty 
discounts.  He  plans  national  advertis- 


ing for  everything  from  surgery  to 
HMOs.  He  also  wants  a  venture  cap- 
ital arm,  for  investments  in  potential 
suppliers.  "We've  got  to  be  ready  to 
fight  it  out  with  every  hospital  in  the 
country,  including  those  owned  by 
the  for-profit  chains,"  he  says. 

Unfortunately,  Ewell  is  working  at 
a  disadvantage.  No  one  really  knows 
whether  member  hospitals  will  ac- 
cept direction  from  Ewell 's  San  Diego 
office.  There  are  plenty  of  administra- 
tors in  his  brood,  three  of  whom  are 
past  or  recently  elected  chairmen  of 
the  American  Hospital  Association. 
Ewell's  challenge  is  to  galvanize  his 
loose  amalgam  into  a  team  as  tightly 
run  as  the  well-managed  for-profit 
chains.  If  he  fails,  his  corporate  mar- 
riage could  face  an  all-too-typical 
end — divorce. — Robert  Teitelman 

What's  the  encore? 

Saudi  Arabia's  King  Saud  Universi- 
ty opened  on  schedule  in  Septem- 
ber. The  3.5-square-mile  complex 
near  Riyadh  can  serve  a  student  body 


of  22,000.  But  it  is  also  a  bit  of  a 
landmark  for  Winton  (Red)  Blount. 

In  partnership  with  a  French  firm, 
his  Alabama-based  Blount,  Inc.  bid  $2 
billion  to  build  the  Saudi  campus,  the 
largest  fixed-price  construction  con- 
tract ever.  "We  finished  in  40 
months,"  Blount  says,  "less  time  than 
it  took  to  negotiate  the  deal."  Margins 
on  his  45%  of  the  project,  says  Blount, 
were  more  than  10%  pretax. 

But  what  next?  The  Saudi  job  isn't 
easy  to  top,  especially  when  the  con- 
struction industry  is  in  a  worldwide 
recession.  The  firm's  backlog  is  down 
to  about  $800  million,  barely  half  the 
year-ago  level.  "We're  working  hard 
to  rebuild  our  backlog,  but  there 
aren't  many  megaprojects  around 
these  days,"  Blount  admits. 

So  far,  his  other  businesses  are  pick- 
ing up  the  slack.  These  operations, 
which  accounted  for  about  30%  of 
last  year's  $819  million  revenues,  in- 
clude manufacturing  flat-rolled  stain- 
less steel  and  building  municipal 
plants  for  converting  garbage  to  elec- 
tricity. Meanwhile,  Blount's  troubled 


Winton  (Red)  Blount  of  Blount,  Inc. 

"There  aren't  many  megaprojects  around  these  days. 


Terry  Parke 
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agricultural  and  industrial  machinery 
division,  which  lost  $  1 1  million  pre- 
tax last  year,  will  cut  its  losses  to  $3 
million  at  worst.  All  in  all,  Blount 
says  sales  should  be  up  10%,  with  net 
income  up  30%  from  last  year's  $22 
million. 

Still,  Blount,  Inc.'s  reputation,  as 
well  as  most  of  its  profit,  comes  from 
engineering  and  construction.  Blount, 
63,  started  out  in  1946  by  buying  four 
tractors  to  build  fish  ponds  near 
Montgomery.  Today  he  and  his  fam- 
ily control  the  company  with  shares 
worth  $118  million. 

Blount,  who  served  as  Postmaster 
General  under  President  Nixon,  says 
he  doesn't  intend  to  keep  working 
forever.  But  he  has  no  plans  to  retire 
soon,  either.  President  Oscar  Reak, 
62,  has  been  with  the  company  five 
years.  But  in  the  wings  is  Winton 
Blount  III,  40,  one  of  the  founder's 
four  sons.  He  now  runs  the  construc- 
tion and  engineering  business  and 
seems  likely  to  be  top  dog  someday. 
"Winton  worked  his  way  up,"  says 
Red. — Jeffrey  A.  Trachtenberg 

Dialing  for  dollars 

"Hello.  My  name  is  Tony  Smith,  and  I'm 
calling  on  behalf  of  Congressman  Guy 
Vander  Jagt,  chairman  of  the  National 
Republican  Congressional  Commit- 
tee. . . .  The  committee  wants  to  thank 
you  for  your  previous  support . . .  and  to 
see  if  you  could  possibly  make  another 
contribution. ..." 

Over  300,000  Republicans  recently 
received  calls  similar  to  this. 
Most  of  the  pleas  come  from  a  firm 
called  CMG  Telemarketing,  brain- 
child of  fundraising  entrepreneur 
Bruce  McBrearty,  34.  Telephone  so- 
licitors typically  peddle  magazine 
subscriptions,  but  McBrearty  special- 
izes in  politics.  "If  a  person  doesn't 
contribute,  you  still  want  him  to  vote 
for  your  candidate,"  he  explains.  "I 
felt  sure  that  someone  who  under- 
stood both  telemarketing  and  fund- 
raising  could  make  a  good  living." 

McBrearty  is  a  ringing  success  at 
that.  After  a  stint  as  chief  fundraiser 
for  Senator  Howard  Baker's  short- 
lived presidential  campaign,  he  set  up 
shop  five  years  ago  on  Capitol  Hill. 
CMG,  now  located  in  a  Washington, 
D.C.  suburb,  charges  a  flat  hourly 
rate — $31 — for  a  caller's  time.  This 
year  McBrearty  expects  revenues  of 
over  $4  million. 

McBrearty  says  profits  aren't  that 
great,  in  part  because  he's  been  invest- 
ing heavily  in  automation.  He  recent- 
ly spent  $750,000  for  a  DEC  system  to 
improve  the  productivity  of  his  250  or 
so  "communicators."  Each  caller  now 
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'It's  the  only 

hotel  in  New  York  for  people  who 
don't  like 

hotels. ' 


For  the  discerning 
traveler,  there  is  a  hotel 
which  feels  like  home. 
A  place  where  even  the 
impossible  perfectionist 
feels  reassured.  And  where 
the  comforts  of  a  bygone 
era  are  simply  modified 
and  improved  by  the 
luxuries  of  today. 
Such  a  place  would  be 
remarkable  anywhere. 
In  the  heart  of  New  York, 
it  is  almost  a  miracle. 


Tit 


NEW  YORK 
A  REGENT«INTERNATlONAL  HOTEL 


ALBUQUERQUE    AUCKLAND   CHICAGO    HJI    HONG  KONG    KUALA  LUMPUR    LONDON    MANILA    MELBOURNE    NEW  YORK    PUERTO  RICO    SYDNEY    WASHINGTON  DC 

U.S.A.  TOLL  FREE  800-545-4000;  NEW  YORK  212-288-0800  TELEX  RCA  236257  OR  YOUR  TRAVEL  AGENT. 


ouldn 
the  world. 


As  world  markets  grow  even  more  international  the  IHT  grows 
even  more  important  as  an  ad  medium — tying  internationally- 
minded  readers  together  around  the  globe : 

•  Each  day  more  than  31,000  copies  of  the  IHT  are  read  by 
key  business  travellers  on  international  airlines. 

•  IHT  global  circulation  grew  in  1983  to  a  daily  total  of  153,000. 

•  In  165  countries  worldwide,  more  than  400,000  noticeably 
influential  people  read  each  issue  of  the  IHT  every  day 

The  International  Herald  Tribune.  International  advertisers 
shouldn't  miss  it  for  the  world.  Call  Sylvia  Kruteck  at  (212)  752-3890. 
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What  does  Texaco  use  to 
get  oil  from  a  marsh? 
Sweat,  know-how. .  .plus 
the  proven  technologies 
of  Control  Data. 


On  an  airboat  in  a  Texan 
marsh,  Sidney  Myers 
radios  a  seismic  re- 
cording unit  to  prepa 
for  geophysical  data  acquisition. 
He  has  just  wired  a  remote  trans- 
mission unit  to  a  drill  hole  contain 
ing  a  small  charge  of  dynamite. 

Sidney  is  part  of  a  Texaco  seis- 
mic exploration  team  searching 
for  new  petroleum  resources  in 
the  Lake  Jackson  marshlands  of 
Texas.  It's  a  big  job.  And  a  risky 
one.  Accuracy  is  essential.  Time 
is  short.  And  a  dry  hole  can  cost 
millions.  That's  why  Texaco  relies 
on  the  proven  technologies  of 


iWi  \  I 


— 


Control  Data's  most  powerful 
[YBER  computers,  including 
i  supercomputer,  to  process 
>eismic  exploration  data. 

Sounding  the  earth 

Detonation  of  the  charge  sends 
sound  waves  down  to  the  rock 
layers  and  back  to  the  remote 
transmission  unit.  The  captured 
data  will  enable  geophysicists  to 
'read"  the  earth's  substructure  and 
construct  a  subsurface  map  of  the 
area,  defining  the  most  likely 
places  to  drill  for  oil. 

Riming  data  into  decisions 

At  Texaco's  Bellaire  Geophysical 


Center,  Control  Data's  CYBER  sys- 
tems sift,  edit,  and  process  billions 
of  seismic  data  samples  each  hour. 
Because  of  this  incredible  speed, 
geophysicists  can  examine  more 
data  from  many  different  perspec- 
tives, ask  more  questions  and  get 
more  answers. .  .thereby  raising  the 
level  of  confidence. 

This  enables  Texaco  to  make 
better  exploration  and  drilling 
decisions,  increase  the  chances  of 
finding  new  reserves,  and  bring 
down  the  cost  of  developing  these 
reserves  with  minimum  distur- 
bance to  wildlife  and  the  marsh- 
land environment. 


Profit  from  our  leadership 

Control  Data  has  been  a  leader 
in  providing  computer  solutions 
to  the  oil  industry  since  the  '60s, 
working  closely  with  companies 
like  Texaco  to  improve  their 
effectiveness. 

To  learn  more  about  the  proven 
technologies  of  Control  Data  and 
how  they  can  work  for  your  com- 
pany, write  Control  Data,  PO. 
Box  0,  MNB04A-9,  Minneapolis, 
MN  55440.  Or  call  "toll-free 
1-800-253-4004. 

*In  Minnesota,  call  collect  612-921-4400, 

ext.  91. 

*In  Canada,  call  collect,  1-416-826-8640. 
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Addressing  society's  major  unmet  needs  as  profitable  business  opportunities. 
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Kenneth  Garrett 


Fundraiser  Bruce  McBrearty 

He  won't  work  for  Democrats. 

makes  his  or  her  2'/2-minute  spiel  to 
an  average  of  over  ten  people  per  hour, 
up  from  eight. 

McBrearty's  computer  dials  num- 
bers, simultaneously  displaying  the 
name,  address  and  contribution  rec- 
ord of  each  potential  donor.  If  no  one 
is  at  home,  the  computer  automati- 
cally tries  again  at  another  time  of 
day.  Typically,  about  35%  of  those 
wbo  answer  contribute.  McBrearty's 
system  sends  follow-up  letters  quick- 
ly so  pledges  won't  be  forgotten. 

Besides  Vander  Jagt's  committee, 
McBrearty's  client  list  now  includes 
conservative  religious  leaders  Rex 
Humbard  and  Jerry  Falwell.  He  also 
handles  membership  renewals  for  the 
American  Medical  Association.  His 
latest  venture  involves  directory  as- 
sistance. With  AT&T  now  charging 
50  cents  for  long-distance  informa- 
tion, McBrearty  offers  service  to  his 
clients  at  20  cents  a  shot,  using  a 
database  and  a  squad  of  home-based 
workers  with  phone  books. 

One  market  McBrearty  definitely 
won't  enter  is  raising  money  for 
Democrats.  "Even  if  I  were  that  cal- 
lous," he  says,  "it  would  be  a  bad 
business  decision." — P.S. 


Take  back  your  mink 

1  alston,  the  celebrated  fashion  de- 
i  signer,  parties  with  Liza  Minnelli 
and  refers  to  J.C.  Penney  Chairman 
W.R.  Howell  as  a  "dreamboat."  Can 
anyone  who  talks  like  this  find  happi- 
ness in  the  arms  of  Beatrice  Co.,  the 
big  Chicago-based  conglomerate?  Of 
course  not. 

But  Halston  has  become  an  unwit- 
ting pawn  in  a  series  of  corporate 
takeovers.  Back  in  1973  he  sold  his 
firm  and  his  name  to  Norton  Simon, 
then  run  by  the  free-spirited  David 
Mahoney.  A  simpatico  match.  "David 
was  an  imaginative  man  who  didn't 
issue  corporate  directives,"  says  Hal- 
ston, elegantly  attired  in  his  signature 
black  silk-and-cashmere  turtleneck 
sweater  and  cream-colored  cashmere 
jacket.  "Everything  worked  because 
he  treated  me  as  an  entrepreneur." 

A  year  ago,  however,  Esmark 
bought  Norton  Simon.  Halston  began 
reporting  to  Joel  Smilow,  the  report- 
edly despotic  head  of  its  international 
Playtex  division.  Life,  undoubtedly, 
wasn't  nearly  as  much  fun. 

Then,  in  August,  Beatrice  swal- 
lowed Esmark.  So  far  Halston  has  had 
little  contact  with  his  "new  patrons," 
as  he  calls  Beatrice  management.  Af- 


ter all,  Chairman  James  Dutt  is  reor- 
ganizing a  company  with  sales  of  $9.3 
billion.  Getting  to  know  a  designer 
who  probably  brings  in  revenues  of 
under  $20  million  a  year — from  royal- 
ties and  sales — is  hardly  a  top  priority. 

But  egos  bruise  easily  on  Seventh 
Avenue,  and  Halston  has  decided  that 
enough  is  enough.  Earlier  this  month 
he  announced  a  plan  to  spin  off  some 
of  his  operations  from  Beatrice.  "It's 
the  curse  of  the  living  trademark,"  he 
explains.  "Many  times  people  buy 
businesses  and  then  say  to  the  cre- 
ative people,  'Okay,  sing  and  dance.' 
But  the  bird  of  creativity  sometimes 
gets  scared  off." 

In  the  deal,  not  yet  final,  Beatrice 
will  keep  the  Halston  perfume  and 
the  moderately  priced  Halston  in  line, 
sold  by  J.C.  Penney.  These  are  the 
larger  and  more  profitable  parts  of  the 
business.  Halston  himself  will  keep 
only  his  high-priced  made-to-order 
and  ready-to-wear  divisions. 

But  the  designer  doesn't  want  to  go 
it  alone.  He  is  looking,  he  suggests,  for 
help  with  the  numbers.  "I'd  like  to 
find  a  businessman  who  understands 
the  finesse  of  what  I  do."  Presumably, 
CPAs  clad  in  leisure  suits  need  not 
apply. — Barbara  Rudolph 


Fashion  designer  Halston 

An  unwitting  pawn  in  a  series  of  corporate  takeovers. 


Carol  Friedman 
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Is  Ricific  Class 

the  worlds 

best  business  class? 

Check  it  out 
for  yourself. 


Sheepskin  Clad  Seats.  . 
Special  Baggage  Service 

Special  Check-In 

Cabin  Bag 

Airport  Lounge 

Late  Boarding 

Separate  Cabin 

Separate  Toilets 

Extra-Wide  Seats . 


p 


& 

&r 

wr 

::::'::::  B 

Extra  Leg  Room m^ 

Free  Drinks 

Choice  Of  Menu 

Special  Crockery/Glass  .... 

Inflight  Duty  Free 

Newspapers/Magazines  .... 

Eyemask 

Slippers 

Free  Headset 

Inflight  Movie/Music 

Hot  Towels 

Free  Gift 


IK 

Pi 


Of  all  the  world's  major  airlines, 
which  one  gives  business 
travelers  all  these  special 
services?  The  one  judged  best 
international  airline  four  years 
running  by  the  readers  of 


Tokyo  A  ^^^^ 

Port  %  _^9  LotAngetotZJ 

^  Moresby  New        %  ,^Pw  M 

•  Caledonia  %  ^T  M  ^AfMa  M 


Melbour,     £| 


I  Auckland 
I  Wellington 


Travel-Holiday  Magazine. 

Air  New  Zealand. 

So  check  out  Pacific  Class. 
After  all,  why  would  the  world  s 
best  airline  settle  for  second 
best? 


w  air new  ZEatann 

Daily  747s  to  Australia  and  New  Zealand. 


K_< 


Everything  from 
soup  to  nuts... 

the  "essentials"  of  your 
everyday  life  are  brought  to  you  via 
Transway's  international  network  of 
transportation  and  distribution  companies. 

Transway  stands  for  leadership  and  innovation 
in  Freight  Forwarding,  Marine  Transportation,  Trailer  Manufacturing 
and  Liquefied  Petroleum  Gas.  From  the  rail  "piggyback"  of  consumer 
goods  to  the  ship  transport  of  raw  materials,  from  producing  trailers  for 
perishables  and  commodities  to  the  marketing  of  LPG . . . 

Transway's  going  places  to  bring  you  products  that  serve  your  needs. 


■  nry 


Transway  International  Corporation,  81  Main  Street,  White  Plains,  New  York  10601         nyse  symbol:  tnw 


rhe  Forbes/Wilshire  5000  Review 


Why  buy  when  it  may  pay  to  wait?  Investors  must  be 
spending  lots  of  time  watching  football  and  talking  about 
the  election.  There  isn't  much  enthusiasm  on  Wall  Street 
these  days  for  plunging  into  stocks — especially  since  lit- 
tle, if  anything,  is  likely  to  be  accomplished  with  the 
budget  and  trade  deficits  until  after  Americans  go  to  the 
polls.  The  slowing  economy  is  also  raising  caution  flags. 
One  casualty  of  this  uncertainty  is  that  the  market  has 
lost  virtually  all  the  gains  it  racked  up  early  in  August. 

The  Dow  industrials  show  the  worst  four-week  perfor- 
mance, with  a  3.8%  decline.  During  the  last  two  weeks 


this  30-stock  blue-chip  yardstick  was  off  1 .3% .  The  NYSE 
lost  1%,  the  Amex  1.8%  and  the  NASDAQ  1.5%  over  the 
same  period.  A  1.1%  decline  in  the  Wilshire  index  also 
means  a  loss  of  nearly  $45  billion  in  capitalization. 

The  yardsticks  below  indicate  that  quality  stocks  were 
the  focus  of  what  little  buying  interest  there  was.  Over  the 
last  four  weeks  low- volatility  issues  gained  1.9%,  while 
high- volatility  shares  lost  3.2%.  Low-P/E  stocks  rose 
1.5%,  but  issues  with  high  P/Es  fell  3.3%.  And  investors 
strongly  preferred  high-yielding  and  low-growth  issues 
over  their  low-payout,  high-growth  counterparts. 


Close-up  On  The  Equity  Markets 


Performance  of  six  leading  indexes 

Percent  change 

Wilshire 
5000 

Forbes 
500' 

Dow  [ones 
industrials 

NYSE 
Composite 

Amex  Market 
Value  Index 

NASDAQ 
Composite 

in  last  4  weeks 

-2.5 

-2.3 

-3.8 

-2.3 

-2.2 

-3.7 

in  last  52  weeks 

-5.8 

-3.0 

-5.8 

-3.3 

-7.2 

-15.1 

Stock  performance  based  on  six  key  investor  yardsticks 

Percent  change 

Company  size 

Volatility2 

P/E  multiple 

Dividend  yield 

Growth  profile3 

Share  price 

large 

small 

high 

low 

over  25 

under  5 

over  7.5% 

none 

high 

low 

over  $40 

under  $4 

in  last  4  weeks 

-2.0 

-1.9 

-3.2 

1.9 

-3.3 

1.5 

2.2 

-3.1 

-3.2 

1.0 

-1.7 

-4.0 

in  last  52  weeks 

-4.2 

-6.9 

-12.6 

8.2 

-18.5 

4.8 

4.7 

-9.7 

-10.9 

6.4 

0.7 

-15.3 

'Based  on  sales. 

2A  stock's  sensitivity  to  overall  market  movement.  High-volatility  issues  have  wide  price  fluctuations,  low-volatility  issues  are  more  stable. 

3A  quantitative  evaluation  of  a  stock's  growth  image,  determined  by  Wilshire  Associates. 

Note:  All  data  for  periods  ending  10/12/84.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 
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Where  The  Action  Is 


Twelve  months  most  would  rather  forget.  With  one  ex- 
ception, all  Wilshire  sectors  are  lower  now  than  they  were 
52  weeks  ago.  Technology  shares  suffered  the  sharpest 
setback,  a  14.7%  decline,  but  transportation  issues  were 
close  behind  with  a  13.6%  loss.  The  capital  goods,  con- 
sumer nondurables,  consumer  durables  and  raw  materials 
sectors  all  lost  more  than  5% .  Energy  shares  were  the  only 


group  that  came  out  ahead  for  the  12-month  stretch.  But, 
were  it  not  for  several  large  oil-patch  mergers,  these  issues 
would  probably  be  behind  as  well. 

During  the  most  recent  two  weeks  raw  materials,  off 
2.2%,  recorded  the  largest  decline.  Only  two  groups  man- 
aged to  eke  out  gains:  Utilities  were  up  0.5%,  and  finance 
shares  rose  0.2%. 


Percent  change  in  last  52  weeks  "O-  -O-  Percent  change  in  last  two  weeks 
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What  The  Analysts  Think 


Eye  of  the  storm.  Analysts  continue  to  cut  their  1984 
earnings  estimates  for  eight  Wilshire  sectors.  But  for  the 
ninth  group,  utilities,  Wall  Street  seers  expect  higher 


income.  This  helps  explain  the  strength  of  these  shares  in 
the  current  market.  Since  January  utilities  are  virtually 
unchanged,  but  technology  issues  fell  14%. 


Forecasting  the  Forbes  500 


Average 
Performance        earnings  per 
period  share  P/E 


latest  12  months 

1984  estimates 

1985  estimates 


$3.08 
3.92 
4.59 


10.9 
9.2 

7.3 


Rank  based  on 
change  in  estimate 

Sector 

Estimated  1984 
EPS 

%  change  in  1984  estimate 
in  2  weeks         in  4  weeks 

1 

Utilities 

$3.54 

0.14% 

0.24% 

2 

Finance 

3.37 

-0.59 

-1.45 

3 

Energy 

2.64 

-1.29 

-1.32 

4 

Transportation 

2.56 

-1.44 

-2.51 

5 

Raw  materials 

2.67 

-1.56 

-2.44 

6 

Capital  goods 

2.45 

-1.62 

-1.42 

7 

Consumer  non-durables 

2.64 

-1.89 

-2.37 

8 

Technology 

2.13 

-1.93 

-2.83 

9 

Consumer  durables 

3.46 

-2.35 

-2.65 

Earnings  projections  are  equal-weighted  consensus  estimates  from  over  1,800  security  analysts.  Forecasts  tor  the  9  Wilshire  sectors  are  limited  to  firms  with  3  or  more  estimates, 
with  a  mean  estimate  greater  than  $0.50.  Data  are  compiled  and  updated  weekly  by  Zacks  Investment  Research,  a  Chicago-based  quantitative  consulting  firm. 


Note:  All  data  for  periods  ending  10/12/84.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif.;  Zacks  Investment  Research,  Inc.,  Chicago,  111. 
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This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these  securities. 

The  offer  is  made  only  by  the  Prospectus. 


New  Issue  /  October  11,1 984 

HARRIS 

graphics  3,000,000  Shares 

Harris  Graphics  Corporation 

Common  Stock 

($.01  par  value) 


Price  $14  Per  Share 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  in  which  this 

announcement  is  circulated  only  from  such  of  the  undersigned 

as  may  legally  offer  these  securities  in  such  State. 


Salomon  Brothers  Inc 

Drexel  Burnham  Lambert 

Incorporated 

Kidder,  Peabody  &  Co. 

Incorporated 

Bear,  Stearns  &  Co.  The  First  Boston  Corporation  Alex.  Brown  &  Sons 

Incorporated 

Dillon,  Read  &  Co.  Inc.  Donaldson,  Lufkin  &  Jenrette  Hambrecht  &  Quist 

Securities  Corporation  Incorporated 

E.  F.  Hutton  &  Company  Inc.  Lazard  Freres  &  Co.  Lehman  Brothers 

Shearson  Lehman/American  Express  Inc. 

PaineWebber  Prudential-Bache  L.  F.  Rothschild,  Unterberg,  Towbin 

Incorporated  Securities 

Smith  Barney,  Harris  Upham  &  Co.     Wertheim  &  Co.,  Inc.      Dean  Witter  Reynolds  Inc. 

Incorporated 

William  Blair  &  Company        A.  G.  Edwards  &  Sons,  Inc.        McDonald  &  Company 

Securities,  Inc. 

Montgomery  Securities       Oppenheimer  &  Co.,  Inc.       Prescott,  Ball  &  Turben,  Inc. 
Robertson,  Colman  &  Stephens  Thomson  McKinnon  Securities  Inc. 


yw 
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Rockwell  International  know-how: 
Itfs  in  axles  used  by  every  major  U.S.  truck  maker. 

"""  in  everything  we  do. 

nation's  C3I  defense  network,  we  link 
voice  and  data  transmission  by  sup" 
plying  survivable,  transportable 
communications  systems. 

In  general  industries:  where 
we're  using  electronics  and  com" 
puterbased  controls  to  improve  the 
performance  of  basic  industrial 
machinery,  such  as  printing  presses 
and  sewing  machines.  We're  also 
developing  sophisticated  meters  and 
valves  that  are  an  integral  part  of 
pipelines  and  transmission  systems 
around  the  world. 

We're  an  $8  billion  company 
where  science  gets  down  to  business 
in  four  diverse  areas.  And  that 
diversity  has  helped  us  achieve  eight 
consecutive  years  of  increased  earn" 
ings  and  impressive  growth. 

If  you  are  interested  in 
any  of  our  products  or  want  to 
learn  more  about  us,  write: 
Rockwell  International, 
Department  815R4, 600  Grant 
Street,  Pittsburgh,  PA  15219. 


Truck  manufacturers  around 
;he  world  rely  on  the  technically 
idvanced,  cost-effective  components 
)f  Rockwell  International.  And  that 
-eliance  on  Rockwell  includes  not 
)nly  axles  but  such  components  as 
irivelines  and  brakes  for  heavy-duty 
:rucks-and  for  off-highway  vehicles 
is  well.  Passenger-car  manufacturers 
look  to  Rockwell,  too,  for  a  variety 
Df  dependable  components,  from 
suspension  systems  to  sunroofs. 

Only  a  company  with  the  know 
how  to  combine  technology  with 
outstanding  engineering  and  manage 
ment  skills  can  successfully  meet  the 
unprecedented  challenges  of  the 
increasingly  competitive  world  auto- 
motive  market.  That  know-how 
makes  us  a  leader  in  our  automotive 
businesses  and  goes  into  everything 
we  do  at  Rockwell. 

In  aerospace:  where  we 
developed  and  are  building  the 
NAVSTAR  satellites  and  are  help- 
ing develop  precision  navigation 
receivers  for  the  Department  of 
Defense's  Global  Positioning  System. 

In  electronics:  where  we  are  a 
major  supplier  of  digital  and  analog 
microwave  systems  to  the  tele 
communications  industry.  In  our 


* 


Rockwell  International 

...where  science  gets  down  to  business 

Aerospace/Electronics 
Automotive/General  Industries 


Streetwalker 


Sour  ball 

The  Searle  family  may  know  just 
when  to  get  out.  They  own  a  34% 
stake  in  G.D.  Searle  &  Co.,  which 
makes  the  artificial  sweetener  aspar- 
tame. Share  prices  were  in  the  high 
40s  in  August  when  critics  raised 
questions  about  aspartame's  future 
(Forbes,  Aug.  27).  Then  similar  arti- 
cles followed.  The  product's  U.S.  pat- 
ent is  up  in  1992;  foreign  protection 
will  begin  to  expire  sooner.  Ger- 
many's Hoechst  AG  and  others  have' 
promising  competitors.  And  there  is  a 
good  chance  that  cyclamates  will  be 
back  on  the  U.S.  market  by  1987. 

Conclusion:  looming  trouble  for 
the  $946  million-a-year  Chicago  firm, 
which  last  year  got  36%  of  revenues 
and  over  50%  of  profits  from  aspar- 
tame. No  wonder  that  in  late  Septem- 
ber, with  the  stock  at  50,  the  family 
announced  a  willingness  to  "diversi- 
fy." Searle's  49.4  million  common 
shares  quickly  rose  to  a  high  61  on 
speculation  that  a  takeover  is  immi- 
nent. Prices  as  high  as  80  a  share — a 
$4  billion  price  tag — were  rumored. 

Beware.  Even  if  there  were  to  be  a 
deal  at  top  dollar,  says  John  Curran  of 
L.F.  Rothschild,  Unterberg,  Towbin, 
Searle  is  worth  only  $60  a  share.  He 
thinks  the  outlook  for  its  pharmaceu- 
tical business,  which  he  values  at  $20 
per  share,  is  dismal.  Aspartame, 
meanwhile,  accounts  for  most  of  the 
$4.05  per  share  in  earnings  he  esti- 
mates for  the  company  in  1985. 

"Given  the  uncertainties,"  says 
Curran,  "I  cannot  see  a  responsible 
buyer  paying  more  than  a  multiple  of 
ten  times  for  those  aspartame  profits. 
That  gets  me  to  $60.  Assuming  no 
deal,  if  anything  happens  to  aspar- 
tame, this  stock  could  go  back  down 
below  20  where  it  was  trading  five 
years  ago." — Thomas  Jaffe 

Sleeper 

What  does  fast-growing  Bergen  Bruns- 
wig have  in  mind  by  swapping  $560 
million  worth  of  stock  for  slowpoke 
National  Intergroup?  For  starters, 
cash.  In  April  NI  sold  half  its  strug- 
gling National  Steel  unit  to  Japan's 
Nippon  Kokan  KK  for  more  than  $300 
million.  The  new  joint  venture  has 
also  removed  $450  million  of  long- 
term  debt  from  NI's  books.  So  the 
company  now  earns  interest  income. 
Investors  yawned  at  this  deal.  Ber- 
gen Brunswig's  12.3  million  Amex- 
listed  Class  A  shares — at  20  when  the 
merger  was  announced — recently  sold 


for  22.  But  some  analysts  think  Wall 
Street  doesn't  see  the  positives. 
Among  the  pluses  are  NI's  $300  mil- 
lion in  tax-loss  carryforwards,  a  dandy 
shelter  for  earnings  over  the  next  few 
years.  Its  aluminum  production  and 
savings  and  loan  businesses  are  also  in 
good  health. 

All  this  will  give  the  new  Bergen- 
National  enormous  flexibility.  The 
company,  for  example,  could  fill  the 
till  with  more  cash  by  selling  the  rest 
of  National  Steel  to  the  Japanese.  Be- 
fore the  merger  was  announced,  BB 
earned  $1.86  per  share  for  the  fiscal 
year  ended  in  August.  Estimates  for 
1985,  without  a  merger,  were  $2.20  or 
more.  Now  one  optimistic  analyst 
thinks  that  BB — with  NI  thrown  in — 
can  earn  as  much  as  $4  a  share  in 
calendar  1985.  At  a  recent  22,  its 
shares  sell  for  5.5  times  that  estimate. 
"At  current  levels,"  he  concludes, 
"this  is  one  hell  of  a  buy." — TJ. 

Stirring  the  pot 

Nestle  just  paid  $3  billion  for  Carna- 
tion, so  it's  no  surprise  that  investors 
are  stocking  up  on  Campbell  Soup  Co. 
The  resemblance  is  uncanny:  the 
founding  Stuart  family  owned  over 
30%.  At  Campbell,  it's  the  Dorrance 
clan,  with  more  like  60% . 

On  the  basis  of  the  Carnation  bid, 
speculators  came  up  with  an  $89-per- 


A  Campbell  product  sampler 
M'm  IK'm  good  for  a  takeover? 

share  valuation  for  Campbell — a  $2.9 
billion  deal.  In  September  its  stock 
bubbled  from  the  low  60s  to  a  high  of 
71.  Recent  price:  68.  The  Dorrances, 
of  course,  haven't  given  the  slightest 
hint  that  they  are  interested  in  selling 
out.  But  Robert  Cummins  of  Wert- 
heim  &  Co.  doesn't  rule  out  the  pos- 
sibility: Chairman  John  Dorrance  Jr., 
65,  isn't  involved  in  day-to-day  oper- 
ations. Nor  are  the  other  two  Dor- 
rances on  the  board — his  niece  and 


his  recently  elected  son,  a  cattle 
rancher. 

Cummins,  however,  thinks  the 
stock  has  gotten  ahead  of  itself.  He 
estimates  that  Campbell  will  earn 
nearly  $6  per  share  this  year,  $6.60  in 
1985.  With  food  stocks  now  trading  at 
around  nine  times  next  year's  earn- 
ings, Campbell's  price  should  be  more 
like  60.  Closer  to  that  level,  Cum- 
mins thinks  Campbell  is  a  buy. 

"They've  had  some  successful  new 
product  introductions,"  he  says,  "and 
management  is  now  aggressive — all  of 
which  makes  Campbell  worth  watch- 
ing. But  watch  for  the  price  to  come 
down.  The  Dorrances  are  in  no  rush. 
The  longer  they  wait,  the  higher  the 
value  is  bound  to  be." — T.J. 

The  morning  after 

Teledyne,  Inc.,  always  tough  to  figure, 
is  unusually  confusing  now.  In  May 
the  $3  billiOn-a-year  conglomerate  re- 
tired over  40%  of  its  shares  at  $200 
apiece — a  30%  premium  over  the  pre- 
buyback  price  of  about  $150.  Stock- 
holders loved  the  offer,  and  after  ten- 
dering for  cash  many  bought  right 
back  in.  That  kept  prices  up  and  set 
the  stage  for  a  classic  short  squeeze. 
During  the  next  four  months  shares 
rose  to  over  $300,  as  sellers  who  had 
bet  that  the  price  would  drop  after  the 
buyback  struggled  to  cover. 

Now,  however,  Teledyne 's  11.7 
million  currently  outstanding  shares 
are  dropping  like  a  stone.  Recent 
price:  265.  But  Robert  Hanisee,  presi- 
dent of  Los  Angeles'  Seidler  Amdec 
Securities,  can't  complain.  He  is  the 
premier  analyst  on  Teledyne,  and  he 
advised  clients  to  take  their  profits  in 
the  280s.  "After  following  Teledyne 
for  19  years,  for  the  first  time  I  found 
myself  telling  people  to  sell,"  says 
Hanisee.  "True,  we  missed  the  last  20 
points  or  so  of  the  rise.  But  you  can't 
have  everything." 

When  to  buy  next?  "At  230  Tele- 
dyne becomes  attractive  again,"  ex- 
plains Hanisee.  Hanisee  thinks  earn- 
ings will  hit  $16.50  a  share  this  year, 
excluding  capital  gains  from  the  sale 
of  major  stock  positions,  its  stake  in 
the  profits  of  partially  held  companies 
and  assorted  credits  related  to  the 
buyback.  In  1985  he's  looking  for  $25 
or  more.  "It  won't  be  a  screaming 
buy,"  Hanisee  admits,  "because  in  or- 
der to  do  the  buyback  the  company 
had  to  leverage  the  balance  sheet.  But 
as  a  good  long-term  holding,  I  still 
think  this  is  a  great  stock." — T.J. 
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High  on  Hi  Shear 

Looking  for  a  stock  that  could  really 
take  off?  Then  Alan  Benasuli  of 
Drexel  Bumham  Lambert  recom- 
mends Hi-Shear  Industries,  which 
makes  aerospace  fasteners.  The  com- 
pany has  sales  of  $53  million,  and 
there  are  4.6  million  NYSE  shares. 
Insiders  own  43%;  Mario  Gabelli's 
Gamco  Investors,  another  11%. 
Recent  price:  15V4. 
Hi-Shear  is  a  primary  supplier  to 


Boeing  airliners  flying  high 
Hi-Shear's  ticket  to  better  earnings. 

Boeing,  and  Benasuli  likes  the  com- 
pany because  the  commercial  aircraft 
market  is  bouncing  back.  Over  the 
next  few  years  this  means  pretax  mar- 
gins on  about  half  of  Hi-Shear's  sales 
should  jump  from  13%  to  over  20%. 
The  company  also  has  an  ordnance 
business,  which  Benasuli  expects  to 
grow  15%  to  20%  through  1987.  Earli- 
er this  year  the  company  spun  off  a 
marginal  pressure-piping  division. 

Benasuli  thinks  that  May  1985 
earnings  from  continuing  operations 
could  approach  $1.25  a  share,  vs.  80 
cents  in  1984.  He's  looking  for  over  $2 
in  1986.  Another  plus:  Hi-Shear, 
which  has  owned  29%  of  Raymark 
Corp.  since  1982,  just  sold  most  of 
that  stake  to  Echlin  Inc.  for  $14.9  mil- 
lion. This  could  bring  cash  in  the  till 
to  $4  a  share. 

The  final  attraction  is  that  Hi-Shear 
itself  could  be  a  takeover  target.  The 
company  is  one  of  two  remaining  in- 
dependents in  aerospace  fasteners. 
Chairman  David  Wingate  is  63  and 
owns  28%  of  its  stock.  His  son  is  now 
an  executive  of  the  recently  spunoff 
piping  business — convenient  job  se- 
curity if  Hi-Shear  is  sold. 

In  a  takeover,  Benasuli  thinks  Hi- 
Shear  could  fetch  $30  a  share.  Even 
without  an  outside  offer,  the  analyst 
expects  that  investors  will  value  the 
firm  at  ten  times  estimated  1986  earn- 
ings. That  means  a  $20  stock  by  next 
winter.  But  buyers  beware:  Hi-Shear 
has  a  thin  float;  it  could  easily  climb 
too  soon.— TJ. 
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How  to  play  the  market 
without  risking  your  life* 


It  used  to 

be  so  easy.  Risk  some 

money  in  the  market 

for  growth.  Keep  the 

rest  in  the  bank  and  buy  a  life  insurance  policy  for 

security.  But  today,  you  have  more  options.  There  is 

a  greater  range  of  opportunities. 

One  opportunity  is  John  Hancock  Variable 

Life.  Unlike  most  other  plans,  John  Hancock  Variable 

Life  lets  you  invest  some  of  your 
premiums  in  stocks,  bonds,  or  the 
money  market,  with  the  opportu- 
nity to  add  to  the  value  of  your 
coverage  without  increasing  your 
8  premium.  At  the  same  time,  it 

guarantees  the  face  amount  of  the  policy  you  buy,  no 

matter*  what. 

Send  us  the  coupon  for  more  information, 

including  a  Prospectus.  Learn  how  John  Hancock 

Variable  Life  can  help  you  create  a  certain  estate  in  an 

all  too  uncertain  world. 

I  need  to  review  my  life  insurance  program. 

Please  send  me  more  complete  information  and  a  Prospectus,  including  charges  and 
expenses.  I'd  like  to  read  the  materials  carefully  before  investing  or  forwarding  funds. 

□    I  would  like  to  see  a  John  Hancock  registered  representative. 
I  understand  I  am  under  no  obligation.  My  phone  number  is 


□ 


I  am  an  insurance  agent  or  broker. 


Name. 


Address . 
City 


Mail  to: 

John  Hancock  Variable  Life  Insurance  Co. 
John  Hancock  Place  T-54,  P.O.  Box  111 
Boston,  Massachusetts  02117 


.  State 


We  can  help  you  here  and  now.  Not  just  hereafter. 

110131110584    | 
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WdveHelpedRvl 
Homes!fet  Some  Pec 


Talk  about  an  identity  crisis. 

Here  we  are,  almost  50  years  old, 
and  many  people  confuse  us  with  a  candy 
company  from  the  Midwest. 

Now,while  F&nnie  May  goes  to  work 
when  America  craves  a  sweet,we  go  to 
work  when  America  buys  a  home. 

Since  we  were  chartered  by  Uncle 
Sam  as  the  Federal  National  Mortgage 
Association  in  1938,  we've  been  buying 
mortgage  loans  from  lenders  so  they  11 
have  more  money  to  lend  to  homebuyers. 

Of  course,  some  of  the  confusion 
could  be  our  fault.  Flrst,we  abbreviated 
our  name  to"FNMA.Then  people  coined  a 
nickname-Fannie  Mae-that  stuck. 

In  1970,  things  got  even  fuzzier  when 
we  changed  from  a  government  agency 
into  a  private  business. 

Today,  we're  on  the"Big  Board,"with 
over  33,000  stockholders.We  pay  taxes 
at  the  frill  corporate  rate.  In  terms  of  assets, 
we're  the  country's  fourth  largest  company 
with  over  $80  billion. 

We're  the  link  between  thousands  of 
lenders,  investors,  builders  and  real 
estate  professionals,  all  working  to  keep 
homeownership  affordable  for  millions 
of  Americans. 

So,  for  sweets,  see  them.  For  the  big 
ideas  in  American  home  finance,  see  us. 


^5t  FannieMae 


Ifflon  Americans  Buy 

ffliinkWfe  SdlCandy 


<fc 


?  *•■ 


You  won't  find  their  names  on  boxcars 
any  longer,  but  many  a  long-merged  rail- 
road still  steams  through  the  law  courts. 


Working  on 
the  rails 


By  Robert  McGough 


Rail  analyst  Hans  Jacobson  on  abandoned  Warren  Railroad  right-of-way 
Breathtaking  rides  on  dead  railroads. 


CSX  is  the  Baltimore  &  Ohio 
Railroad's  largest  stockholder, 
with  98.5%  of  the  stock.  That 
leaves  only  1.5%  of  the  stock  in  pub- 
lic hands,  but  there  are  also  in  public 
hands  $8.8  million  in  debentures  con- 
vertible into  common  stock.  The  par- 
ent company  seemed  to  have  forgot- 
ten about  the  convertibles  when  it 
stripped  the  B&O  of  its  extensive  land 
holdings  and  deposited  them  in  an- 
other subsidiary.  Some  bondholders 
sued;  they  want  a  piece  of  the  real 
estate  action.  The  case  is  in  the 
courts. 

Now  some  cagey  bondholders  are 
looking  for  a  2-to-l  payoff.  They  in- 
clude a  small  fraternity  of  investors 
who  track  the  securities  of  lesser- 
known  railroads,  today  mostly  sub- 
sidiaries of  giant  rail  companies  such 
as  CSX.  Where  do  buying  opportuni- 
ties come  from?  Answers  John  Med- 
vetz,  a  bond  trader  at  the  Philadelphia 
office  of  Legg  Mason  Wood  Walker 
Inc.  and  a  rail  investor:  "Inactivity 
and  the  sparsity  of  real  information." 
Some  of  the  investors,  including  Hans 
Jacobson  of  Herzog,  Heine,  Geduld, 
Inc.  in  New  York  City,  got  into  the 
business  in  the  1940s  while  analyzing 
bankrupt  railroads.  Younger  men, 
such  as  bankruptcy  expert  Jack  Kneaf- 
sey  with  Prudential-Bache  in  Balti- 
more, made  their  mark  with  the  reor- 
ganizations of  the  1970s. 

The  rail  buffs  are  stirred  by  more 
than  nostalgia.  There  are  in  public 
hands  $500  million  to  $750  million  in 
bonds,  common  stocks  and  preferreds 
of  railroads  that  are  controlled  by  oth- 
er railroads.  The  list  ranges  from  a 
handful  of  publicly  owned  shares  in 
the  Rutland  &  Whitehall  Railroad, 
which  pays  a  $5.45  dividend,  to  the 
2¥s  Great  Northern  Railway  bonds  of 
2010,  traded  on  the  New  York  Stock 
Exchange  at  about  $270  per  $1,000 
bond.  The  Rutland  is  controlled  by 
Norfolk  Southern,  and  the  Great 
Northern  became  part  of  Burlington 
Northern  in  1970.  But,  in  a  kind  of 
corporate  brain  death,  these  securities 
are  still  breathing. 

Like  many  old  railroads,  the  B&O 
owned  real  estate  that,  decades  ago, 
was  of  little  value  but  today  is  a  gold 
mine.  To  avoid  regulation  of  this 
property,  CSX  transferred  all  the  non- 
rail  assets  of  the  B&O  to  another  sub- 
sidiary, Mid-Allegheny  Corp.,  paying 
a  dividend  of  one  share  of  Mid-Alle- 
gheny on  each  B&O  share. 

But  the  dividend  was  declared  and 
payable  the  same  date,  meaning  that 
holders  of  B&O  4>/2%  convertibles, 
maturing  2010,  did  not  know  about  it 
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until  too  late  to  convert  each  bond 
into"  ten  shares  of  B&O  common. 
What  did  they  miss?  In  a  1977  letter 
to  the  SEC,  CSX  admitted  that  the 
assets  transferred  were  "substantially 
in  excess  of  $83  million,"  and  the 
bondholders  argue  the  value  could  be 
more  than  $240  million.  The  latter 
figure  comes  to  about  $100  per  B&O 
share.  The  bondholders  in  1984  won 
the  right  to  receive  ten  shares  of  Mid- 
Allegheny,  should  they  convert  into 
B&O  stock.  They  are  continuing  the 
suit  to  get  monetary  damages. 

Medvetz  sees  the  B&O  convertibles 
as  a  good  buy,  no  matter  what  the 
suit's  outcome,  because  CSX  has  been 
buying  out  the  minority  shareholders 
of  other  subsidiaries  at  a  price  ap- 
proaching book  value.  Book  value  for 
the  B&O  is  around  $380  per  share. 
The  B&O  bonds,  meanwhile,  are  trad- 
ing at  $1,430  each — $143  per  common 
share  when  converted. 

The  Gulf,  Mobile  &  Ohio  is  a  differ- 
ent sort  of  animal.  This  subsidiary  of 
the  Illinois  Central  Gulf  Railroad,  it- 
self part  of  IC  Industries,  has  4%  and 
5%  coupon  general  mortgage  bonds, 
due  2044  and  2015,  protected  by  an 
ironclad  indenture.  That  indenture, 
says  Prudential-Bache's  Kneafsey, 
could  force  IC  to  pay  off  the  bonds  at 
par,  if  it  sells  any  of  the  main  line. 
With  the  bonds  currently  selling  at 
around  50  cents  on  the  dollar,  that 
provision  could  yield  a  real  bonanza 
for  bondholders.  Illinois  Central  has 
agreed  to  sell  a  portion  of  the  line, 
pending  ICC  approval,  but  will  not 
say  whether  that  portion  would  in- 


deed trigger  redemption. 

Erie  Lackawanna  Inc.,  a  former  sub- 
sidiary of  Norfolk  &  Western,  is  a 
favorite  of  Hans  Jacobson.  The  assets 
of  Erie,  the  survivor  of  the  reorganiza- 
tion of  the  Erie  Lackawanna  Railway 
Co.,  are  a  few  properties  up  for  sale 
and  nearly  $140  million  in  cash  and 
investments.  That  is  about  $150  per 
share,  compared  with  a  recent  stock 
price  of  74V2. 

Where's  the  rub?  The  IRS  claims 
about  $62  million  in  back  income 
taxes  from  Erie.  To  head  that  off,  Erie 
is  asserting  some  $50  million  in  var- 
ious tax  claims.  Assuming  very  opti- 
mistically that  both  sides  compro- 
mise their  positions  somewhere  in 
the  middle,  there  could  be  a  payoff  of 
$120  a  share  next  year. 

For  a  more  breathtaking  ride,  take 
the  Ontario  &  Quebec  Railway  Co., 
whose  shares  go  for  $10,000  (Canadi- 
an) apiece  (or  $7,600  U.S.).  The  Cana- 
dian Pacific  Ltd.  has  leased  the  O&Q's 
lines  in  perpetuity  since  1884.  The  CP 
also  owns  8 1  %  of  the  O&Q.  But  a  suit 
by  minority  shareholders  had  mixed 
success  in  provincial  courts  and  is  on 
appeal  to  the  Supreme  Court  of  Cana- 
da. The  suit  claims  that  the  CP  has 
stripped  real  estate  assets  from  its 
leased  line.  The  O&Q,  by  one  share- 
holder's estimate,  still  owns  some 
12,000  acres,  including  some  of  the 
land  on  which  the  CP  headquarters  in 
Montreal  is  situated. 

Be  forewarned.  Realizing  that  value 
will  be  a  very  long  shot.  "We  don't 
take  the  lawsuit  too  seriously,"  says 
the  general  counsel  for  the  CP.  ■ 


Love  affair 


Hans  Jacobson  arrived  in  New 
York  in  1939  from  Germany,  a 
hop  ahead  of  Hitler's  war.  A  former 
Berlin  securities  dealer,  he  attend- 
ed lectures  by  Patrick  McGinhis 
on  railroad  bankruptcy  at  the  New 
York  Institute  of  Finance.  McGin- 
nis  later  went  to  jail  in  connection 
with  kickbacks  on  old  Boston  & 
Maine  Railroad  equipment,  but  as 
a  railroad  security  analyst  he  was  a 
wizard. 

Inspired  by  McGinnis,  Jacobson 
went  on  to  become  a  specialist  in 
the  securities  of  reorganized  rail 
companies.  "I  remember  Missouri 
Pacific  junior  bonds  that  sold  for 
$7.50  [per  $1,000  face  value],  and 
they  all  paid  off  in  full,"  Jacobson 
says  of  an  early  reorganization  in 
the  mid- 1940s. 

There  were  dry  spells,  such  as 


one  beginning  in  1955,  when  no  big 
railroads  were  in  reorganization. 
"My  friends  kidded  me,  'What  are 
you  going  to  do?'  "  Jacobson  says 
with  a  laugh.  "I  bided  my  time." 

In  1961  the  New  York,  New  Ha- 
ven &  Hartford  Railroad  went 
bankrupt,  and  Jacobson  was  busy 
once  again. 

At  80,  Jacobson  still  plies  his 
trade.  For  all  their  rigorous  analy- 
sis, railroad  bankruptcy  players  are 
a  sentimental  lot.  Jacobson,  now 
an  analyst  at  Herzog,  Heine,  Ge- 
duld  in  New  York,  can  take  you  to 
a  right-of-way  of  the  Warren  Rail- 
road, long  since  faded  into  history 
in  northern  New  Jersey.  The  tracks 
are  rusted,  the  liens  are  gone — Erie 
Lackawanna  owns  the  land  now — 
but  the  memory  lives  in  the  minds 
of  people  like  Jacobson.— R.M. 
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When  you  want  the  latest  in  semiconductor! 

which  Information  Technology  company 

will  chip  in  with  a  micromiracle? 


For  your  infer matioi 


©1984  Harris  Corporation,  Melbourne,  Florida  32919 


The  miraculous  micro- 
processor—a  computer  on 
a  chip— is  revolutionizing 
the  way  we  live  and  work, 
and  Harris  has  just  intro- 
duced a  major  advance  in 
microprocessortechnology. 
Doing  100%  of  the  work 
on  10%  of  the  power. 
Harris'  new  80C86  super- 
chip  is  the  world's  first 
16-bit  microprocessor  to 
incorporate  CMOS  tech- 
nology. Which  is  a  fancy  way 
of  saying  ifs  nothing  short  of 
incredible. 

The  Harris  80C86  is  so  efficient  it 
offers  the  same  high  computational 
performance  as  other  16-bit  proc- 
essors with  up  to  90  percent  reduc- 
tion in  power  consumption.  As  a 
result,  it  can  run  for  weeks  on  mini- 
ature batteries.  It  generates  substan- 
tially less  heat,  too,  thus  promoting 
longer  equipment  life. 
On  top  of  that,  ifs  a  tougher  chip. 
It  can  operate  at  temperatures  as 
low  as  -60°  F  or  as  high  as  +257°  F. 


To  enable  our  customers  to  take  the 
best  possible  advantage  of  this  new 
development,  we  also  offer  a  full  line 
of  low-power  CMOS  peripheral  and 
memory  circuits,  some  of  which  are 
shown  in  the  illustration. 

Harris  isn't  just  a  chip  off 
the  old  block. 

Harris  is  an  Information  Technology 


company  dedicated  to 
making  the  high-tech 
revolution  pay  off  for  you. 
In  addition  to  being  a 
developer  of  advanced 
semiconductor  devices,  we 
are  also  a  broad-based 
producer  of  sophisticated 
products  for  both  process- 
ing and  communicating 
information. 

Considering  achievements 
like  the  80C86,  and  our 
broad  line  of  products, 
systems  and  networks,  ifs 
no  wonder  Harris' world- 
wide sales  were  $2  billion 
last  year. 

We're  turning  today's  technology 
into  tomorrow's  miracles. 

To  leam  more,  contact  Harris 
Corporation,  Dept  210,  Melbourne, 
FL  32919. 

33  HARRIS 


ur  name  is  Harris. 


The  Funds 


Want  to  exchange  securities  tax-free  for 
shares  in  a  mutual  fund?  You  can  if  you 
have  a  large,  diversified  portfolio.  Small 
investors  need  not  apply. 

How  the  other 
half  swaps 


By  Laura  R.  W albert 


The  Michigan-based  personal  hold- 
ing company  had  five  sharehold- 
ers, mostly  family,  with  $3  million 
invested  in  33  securities.  The  invest- 
ment company  was  what  remained 
of  a  tool-and-die  business  sold  four 
years  previously.  Now  the  five  want- 
ed more  liquidity  and  diversification, 
and  relief  from  the  headaches  of 
management. 

Liquidating  the  company  was  one 
solution.  But  since  the  five  built  the 
tool-and-die  business  from  the  ground 
up,  that  would  bring  a  personal  in- 
come tax  bill  on  nearly  the  full  $3 
million.  Instead,  they  sold  their  port- 
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folio  to  Lord  Abbett's  Affiliated  Fund 
in  a  tax-free  exchange  for  316,850 
shares  of  the  fund.  Lord  Abbett 
charged  no  commission,  which  would 
ordinarily  be  about  $30,000  on  a  pur- 
chase of  this  size,  and  which  is  7.25% 
for  small  investors  buying  into  Affili- 
ated Fund. 

Since  the  1960s  Lord  Abbett  has 
done  more  than  $40  million  worth  of 


such  deals.  J.&W.  Seligman  has  done 
$274  million.  Fidelity,  T.  Rowe  Price 
and  Eaton  Vance  are  also  active  in  the 
field.  But  the  funds,  by  and  large, 
won't  bother  with  exchanges  from 
small-time  investors.  T.  Rowe  Price 
generally  won't  do  a  deal  of  less  than 
$3  million. 

Says  Richard  Reilly,  vice  president 
of  Fidelity  Management  &  Research, 
"Since  most  of  these  people  have  a 
close  to  zero  basis,  they  tend  to  stay 
with  you  longer  than  shareholders 
that  don't  have  the  same  tax  consider- 
ations. So  from  that  point  of  view  it  is 
very  good  business." 

For  the  investment  company  share- 
holders, there  are  plenty  of  reasons  to 
make  the  switch.  Explains  William 
Hazen,  a  Seligman  director,  "Differ- 
ences among  the  shareholders  over 
investment  goals  and  operating  poli- 
cies, the  retirement  or  death  of  the 
key  manager,  savings  in  operating 
costs  or  estate  planning  can  lead  to  a 
merger."  Or  as  Michael  Lipper  of  Lip- 
per  Analytical  Services  puts  it,  "The 
assets  probably  were  run  by  the  prin- 
cipal and  his  lawyer  and  accountant, 
they  screw  it  up,  then  they  want  some 
professional  advice." 

IRS  rules  for  investment  company 
mergers  are  tricky.  Among  other  re- 
quirements, the  private  investment 
company  must  be  diversified,  with  at 
most  half  the  assets  tied  up  in  the  five 
largest  security  positions.  Also,  the 
investment  company  must  have  been 
in  business  for  several  years.  In  addi- 
tion, says  Kenneth  Cutler,  a  legal 
partner  at  Lord  Abbett,  "If  all  these 
people  immediately  sold  their  shares 
in  Affiliated  Fund,  this  thing 
wouldn't  fly  with  the  IRS."  Which  is 
good  for  Lord  Abbett. 


What's  available  to  the  smaller  in- 
vestor? For  many  years  individuals 
could  freely  swap  appreciated  securi- 
ties— say,  one  small  block  of  IBM — 
for  shares  in  a  so-called  exchange 
fund,  tax-free.  But  Congress  put  an 
end  to  that  practice  in  1976,  leaving 
an  out  for  holding  companies. 

What's  in  a  name? 

The  LG  Investment  Trust  will  nev- 
er win  a  prize  for  a  catchy  product 
name.  But  don't  blame  Robert 
Leshner,  founder  of  the  Cincinnati- 
based  Midwest  Group  of  Funds.  He 
wanted  to  call  LG  the  Safeguard 
Trust,  but  the  Securities  &  Exchange 
Commission  vetoed  the  idea. 

Investors  may  take  little  notice  of 
what  their  mutual  fund  is  named,  but 
the  SEC  can  be  quite  fussy.  "Names 
indicating  that  there  is  no  risk  to  the 
fund  or  that  it  only  goes  up  would 
likely  be  considered  misleading,"  says 
SEC  attorney  Anthony  Vertuno. 

Illustrations  bv  Patrick  McDonnell 


The  secret,  of  course,  is  to  have  a 
legitimate  prior  claim  to  the  desired 
name.  The  Safeco  funds  won  SEC  ap- 
proval only  because  Safeco  was  the 
established  name  of  the  parent  insur- 
ance company.  The  real  envy  of  fund 
marketers  is  the  Strong  funds,  named 
after  Richard  Strong. 

The  SEC  will  also  nix  a  name  that  it 
feels  will  not  properly  represent  the 
fund's  investment  practices. 

Leshner's  Midwest  Group  Capital 
Trust  was  to  be  the  Midwest  Equity 
Trust.  But  a  fund  should  not  be  called 
an  equity  fund  unless  it  keeps  at  least 
65%  of  assets  in  equities.  Temporary 
moves  out  of  equities  for  defensive 
reasons  are  allowed,  but  for  a  fund 
that  frequently  goes  to  cash,  it  can  be 
a  close  call.  Even  the  offering  of  the 
seemingly  harmlessly  named  T.  Rowe 
Price  Short-Term  Bond  Fund  was  held 
up  for  a  few  months  last  year  because 
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There  are  over  225  international  banks  in  New  York.   Arab  But  only  UBAF  Arab  American  Bank  is  owned  by  every  Arab  country,  together  with  leading  American  institutions. 

UBAF/^VmeriCan  Bank      345  Park  Avenue,  New  York,  N.Y.  10154.  Tel:  (212)  223-1500. 

Only  one  worldwide  banking  group 
is  owned  by  every  Arab  country 


Al  Ubaf  BankingGroup  is  unique. 

We  are  the  only  international 
Banking  Group  where  all  twenty  two 
Arab  countries  have  a  shareholding, 
together  with  leading  international 
institutions.  The  Group's  member 
banks  are  located  in  each  of  the  world's 
financial  centers. 

In  New  York,  the  Group  member 
is  UBAF  Arab  American  Bank,  incor- 
porated under  the  laws  of  New  York 
State,  with  the  joint  participation  of 
four  major  American  banks. 

UBAF  Arab  American  Bank  offers 
its  clients  a  comprehensive  range  of 
services   -  Wholesale   Corporate 


Banking,  Project  Finance,  Trade 
Finance,  Correspondent  Banking  and 
Treasury  Dealings. 

We  focus  on  servicing  business 
trade  and  finance  between  the  Arab 
world  and  the  United  States,  and  our 
high  professionalism  is  backed  up  by 
the  latest  technology. 

As  the  only  worldwide  Banking 
Group  owned  by  every  Arab  country, 
we  offer  more  on-site  expertise. 
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BAHRAIN  AL  UBAF  Arab  International  Bank  E.C.  HONG  KONG  UBAN  International  Limited.  LONDON  UBAF  Bank  Limited.  UBAF  Finance  Company 

Limited.  LUXEMBOURG  UBAE  Arab  German  Bank  S.A.  Branch  in  Frankfurt  am  Main.  NEW  YORK  UBAF  Arab  American  Bank.  Branch  in  Cayman  Islands. 

PARIS  Union  de  Banques  Arabes  et  Francaises  -U.B.A.F.  Branches  in  Bahrain,  Seoul,  Singapore, Tokyo.  ROME  UBAE  Arab  Italian  Bank  S.p.A.  Representative 

Office  in  Milan.  BEIRUT  Croup  Representative  Office.  CAIRO  Group  Representative  Office. 


mA/riWT  /V|<|/\   Yes,  we're  still  accepting  new  shareholders. 

t   ▼  llj     v/JIJIW'    But  if  you're  planning  to  invest  this  week 

-  .  \     £+  ^   and  move  vour  mon- 

top  mutual  fund— !^ 

J  _^^»u  ms*.-4-    lv  Delieve  you'd  be  better  otf 

QOCSIl    I    *VcU  .    with  a  different  investment.  Be- 

cause Twentieth  Century's  real 

\7/Y|1'fl*  XWCX¥\£^\7  stren?th    's    long-term    perform- 
er \JWm.    M.M. J.V-F M. M^^ \    ance — the  kind  that  has  put  us 
^      •  •*  among  the  top-performing  mu- 

T|1|C  \X7£^t^Mr  tua'  iunds  in  the  country  for  the  past 
Wl*»M.O  »  »  ^^%^.^^«  five-,  ten-,  and  fifteen-year  periods.  How- 
ever, if  you'd  like  to  add  an  outstanding  buy-and-hold  fund  to  your 
investment  portfolio,  we'd  like  to  hear  from  you — this  week. 
For  more  information  about  our  six  funds,  write  or  call  for  a  free  prospectus. 
Please  read  the  prospectus  carefully  before  investing. 

TWENTIETH  CENTURY  INVESTORS  —  No-Load  Mutual  Funds 

Please  send  a  free  prospectus  to: 

Name 


—    v           y  ^ 

(,1IV 

I    N    V    E     S    T    O    R    S 

State 

P.O. 

Box 

> 
200, 

■r 

FBS  841105 

Kansas  < 

City, 

Mi 

SSOUI 

i  64141  •  (816)  531-5575 

Looking  for  the  library?  Then  follow 
this  sign.  It's  the  new  national  library 
symbol. 

Liw\5    yUUI     IIUlClI  y                                  American  Library  Association 

The  Funds 


of  name  trouble.  The  average  maturi- 
ty of  the  fund  was  to  be  five  years, 
which  the  SEC  felt  was  medium  long. 
The  compromise:  T.  Rowe  Price 
agreed  to  an  average  maturity  of  three 
years  for  the  fund. 

No  doubt,  if  the  SEC  had  been  in 
business  in  1920,  it  would  have  ques- 
tioned the  name  concocted  by 
Charles  Ponzi,  the  famous  con  man. 
Ponzi  called  his  firm  the  Securities 
Exchange  Co. 

A  switch  in  time 

Here's  the  dilemma:  You  invested 
in  the  bond  fund  of  Fund  Family 
A  a  year  ago,  but  now  you  have  decid- 
ed to  move  to  equities.  The  easiest 
way  would  be  to  transfer  your  assets 
to  Fund  Family  A's  equity  fund. 
That's  the  trap  the  fund  groups  want 
you  to  fall  into,  but  the  best  equity 
fund  may  not  be  in  Family  A. 

Yet  transferring  money  from  one 
fund  group  to  another  can  be  a  time- 
consuming  and  costly  matter.  Mail 
and  check-clearing  delays  can  stretch 
the  process  to  two  to  four  weeks. 
Gerald  Perritt,  editor  of  the  Mutual 
Fund  Letter  in  Chicago,  says  that  a 
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once-a-year  switch  among  fund  fam- 
ilies could  shave  0.5%  off  a  10% 
annual  return. 

Wire  transfers  are  one  answer,  if  the 
funds  allow  them.  They  can  cost  $5  to 
$10,  and  you  will  probably  have  to  use 
a  bank  as  an  intermediary.  There  is  a 
cheaper  solution.  Says  Sheldon  Ja- 
cobs, editor  of  the  No-Load  Fund  Inves- 
tor, "Before  I  ever  buy  into  a  group,  I 
set  up  a  money  fund  account."  Then 
he  can  transfer  the  assets  in  Fund 
Family  A's  bond  fund  to  its  money 
market  fund  in  one  day.  The  same  day 
he  can  write  a  check  on  the  money 
market  fund  and  mail  it  to  Fund  Family 
B's  equity  fund,  and  not  lose  a  single  day 
of  earnings  in  the  process.  ■ 
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For  the  third  year,  the  Mutual  Radio  Network 
is  proud  to  present  another  dazzling  concert 
season  of  The  National  Symphony  Orchestra, 
sponsored  by  The  Kiplinger  Washington 
Editors  and  ROYALS  Mint  Chocolates, 
made  by  M&Ml  Mars. 

Each  week  you'll  hear  the  rich  sounds  of 
The  National  Symphony  Orchestra  under 
the  direction  of  the  internationally  renowned 
conductor.  Mstislav  Rostropovich.  Most 
of  these  performances  will  be  coming 
to  you  live,  in  stereo,  from  The  Kennedy 
Center  for  the  Performing  Arts 
in  Washington.  D.C. 
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Mutual  Radio  is  your  season  ticket  to 

The  National  Symphony  Orchestra. 

Check  your  local  listings  for  the 

next  performance. 


Mutual  Radio  Network  /5\ 


THE  LARGEST 

OTC  STOCK  HAS  A 

NEW  ADDRESS. 


AIG  MOVES  TO  THE  NEW  YORK 
STOCK  EXCHANGE. 

American  International  Group,  Inc.  was  the  largest 
company  trading  on  the  OTC. 
Until  now. 

Today,  AIG  is  among  the  newest  trading  symbols  on 
the  New  York  Stock  Exchange. 

As  one  of  the  leading  insurance  groups  worldwide, 
with  assets  exceeding  $11  billion,  AIG  knows  a  benefit 
when  it  sees  one.  And  the  benefits  of  listing  on  the 
New  York  Stock  Exchange  have  never  been  greater. 
On  the  New  York  Stock  Exchange,  a  company 
gains  the  visibility  unique  to  the  most  important 
marketplace  in  the  world. 

On  the  New  York  Stock  Exchange,  a  company 
finds  exceptional  depth  and  liquidity— advantages 
for  raising  capital  and  increasing  corporate 
market  value. 

On  the  New  York  Stock  Exchange,  a  company 
enjoys  a  market  where  hundreds  of  thousands  of 
buyers  and  sellers  establish  prices  daily  in  open 
competition,  without  dealer  intervention. 

We're  pleased  to  welcome  AIG  into  a  family  of 
over  1500  outstanding  companies  whose  stock  is 
listed  and  traded  on  the  New  York  Stock  Exchange. 
We're  proud  that  AIG  has  chosen  to  make  its 
future  at  11  Wall  Street.  But  not  surprised.  AIG  is  a 
company  on  the  move.  And  a  company  on  the  move 
needs  a  permanent  address.    ■  s ._  „~  _ 

New  York 
Stock  Exchange 
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Capital  Markets 


MONEY  &  INVESTMENTS 


Here's  a  CD  that  looks  like  a  bond  and  is 
almost  as  safe  as  a  Treasury  security. 

THANK  YOU,  FSLIC 


By  Ben  Weberman 


The  Federal  Savings  &.  Loan  Insur- 
ance Corp.  promises  to  make  good 
on  all  deposits  up  to  $100,000  in  any 
covered  thrift  institution  (which 
means  92%  of  all  thrifts  in  the  U.S.). 
To  help  make  good  on  these  guaran- 
tees, FSLIC  has  forced  130  weak 
thrifts  to  merge  with  stronger  ones 
since  1980.  It  has  helped  others 
with  outright  infusions  of  cash  or 
notes.  If  worse  comes  to  worst,  it 
will  replace  depositors'  insured 
money  immediately,  with  either  a 
check  or  a  deposit  in  another  FSLIC- 
insured  thrift. 

Under  certain  circumstances  the 
existence  of  this  guarantee  can 
make  otherwise  shaky  paper  look 
pretty  sound. 

Take  the  savings  certificates  be- 
ing offered  by  American  Savings  & 
Loan  Association,  the  thrift  subsid- 
iary of  troubled  Financial  Corp.  of 
America  (Forbes,  July  30).  The  $31 
billion  (assets)  S&L  totally  lost  the 
confidence  of  depositors  and  share- 
holders in  August  and  was  losing 
billions  of  dollars  in  deposits.  It  had 
to  borrow  as  much  as  $4  billion 
from  the  Federal  Home  Loan  Bank 
system  and  sell  off  $350  million  of 
American  Express  and  Disney  stock 
it  held,  as  well  as  its  $250  million 
junk-bond  portfolio. 

As  part  of  the  rescue  program, 
CEO  William  J.   Popejoy  replaced 

Ben  Weberman  is  economics  editor  of 
Forbes  magazine. 


go-go  promoter  Charles  Knapp  as 
the  head  of  Financial  Corp.  More  to 
the  point,  $1  billion  in  fresh  depos- 
its is  being  brokered  for  American 
Savings  through  a  syndicate  man- 
aged by  Prudential-Bache  Securi- 
ties. The  rates  are  generous — as 
much  as  13%.  But  that's  not  what's 
so  unusual  about  these  certificates. 
In  effect,  they  are  being  sold  more 
like  securities  than  CDs. 

How  so?  Usually,  a  CD  is  not 
transferable.  Nor  can  it  be  redeemed 
before  its  stated  maturity  without 
stiff  penalties,  sometimes  more 
than  the  total  interest  on  the  short- 
est maturities.  But  these  American 
Savings  CDs,  like  some  others  pre- 
viously offered  by  Pru-Bache,  are  in 
"book-entry"  form,  meaning  that 
no  individual  certificates  are  issued 
to  depositors.  Depositors  are  still 
the  owners  of  record,  but  instead  of 
holding  a  piece  of  paper,  their 
names  are  entered  in  a  master  trust 
by  Pru-Bache  or  any  syndicate 
member  who  sells  the  American 
CDs.  This  makes  it  possible  to 
maintain  a  simple,  paperless  sec- 
ondary market. 

In  turn,  this  means  that  anyone 
who  wants  to  get  out  before  maturi- 
ty won't  have  to  sustain  the  usual 
heavy  penalties.  The  CDs  would 
trade  much  like  Treasury  bills,  large 
negotiable  certificates  of  deposit  or 
T  bonds  and  corporate  bonds.  Their 
prices  would  rise  as  interest  rates 
fell  and  drop  when  rates  rose.  If  in- 
terest rates  slide  to  8%,  that  13% 
CD  becomes  a  pretty  valuable  piece 
of  property. 

The  American  Savings/Pru-Bache 
syndicate  CDs  come  only  in 
$1,000  denominations,  and  there 
are  orders  to  hold  sales  in  any  one 
account  to  90  or  less  in  order  to 
remain  under  the  $100,000  FSLIC 
guarantee  limit.  Rates  on  these 
CDs,  after  a  reduction  on  Oct.  10, 


have  ranged  from  12.4%  for  a  six- 
month  maturity  to  12.8%  for  one 
year,  13%  for  18  months  and 
12.75%  for  any  maturity  between 
two  years  and  seven  years. 

These  unusual  CDs  are  an  attrac- 
tive investment.  As  interest  rates 
fall,  they  will  provide  a  good  return 
for  a  long  time.  Risk?  There's  not 
much  difference  in  credit  quality 
between  a  security  backed  by  feder- 
al deposit  insurance  and  a  U.S.  Trea- 
sury issue  with  the  full-faith-and- 
credit  backing  of  the  federal  govern- 
ment. Each  in  its  way  has  the  full 
credit  of  Uncle  Sam  behind  it. 

Thus,  because  of  their  slightly 
higher  yields,  the  American  Savings 
certificates  might  be  a  better  buy 
than  Treasurys  for  tax-free  plans 
such  as  Individual  Retirement  Ac- 
counts and  Keoghs. 

However,  the  American  certifi- 
cates are  not  a  good  deal  for  anyone 
who  may  have  to  cash  in  before 
maturity.  Take  that  liquidity  factor. 
There  is  no  guarantee,  of  course, 
that  the  broker-agents  will  actually 
maintain  the  secondary  market  at 
all  times  while  the  CDs  are  out- 
standing. Even  if  they  do,  brokers 
have  to  eat.  Thus  the  difference  be- 
tween bid  and  asked  in  a  secondary 
market  could  be  substantial,  per- 
haps even  greater  than  the  interest 
penalty  for  early  redemption  would 
have  been.  A  CD  selling  in  a  second- 
ary market,  moreover,  is  subject  to 
market  risk,  and  there  is  no  floor 
under  the  price. 

Further,  for  those  investors  who 
are  in  a  reasonably  high  tax  bracket, 
Treasury  issues  are  still  the  best 
way  to  play  a  long  period  of  declin- 
ing interest  rates.  Why?  Because  the 
certificates  are  subject  to  state  and 
local  income  taxes,  while  Treasurys 
are  not.  Treasury  bills  pay  10.85% 
on  the  six-month  maturity,  11.8% 
for  two  years  and  12.15%  for  four 
years,  and  that  return  is  exempt 
from  state  tax. 

The  result  is  that  unless  the  in- 
vestment is  for  tax-free  savings  ve- 
hicles, a  New  York  resident  in  a 
50%  federal  and  a  14%  state  bracket 
would  keep  only  43%  of  the  12.75% 
yield  on  the  American  Savings  CDs, 
or  5.48%.  A  California  resident  in 
an  11%  California  state  bracket 
would  keep  44.5%  of  the  12.75%,  or 
5.67%.  That's  less  than  the  5.9% 
after-federal-tax  yield  on  two-year 
Treasurys.  ■ 
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The  Big  Portfolios 


Money  runners  have  been  sounding 
chary  about  small  cap  stocks,  but  they're 
still  in  there  picking. 

SOME  SIZZLE 
IN  THE  FIZZLE 


MONEY  &  INVESTMENTS 


By  Susan  Lee 


The  market  for  small  and  medium 
capitalization  stocks  is  just  like  the 
market  for  large  caps — only  more 
so.  When  big  stocks  sailed  in  Au- 
gust, small  stocks  sailed  higher. 
When  big  stocks  took  a  dive  in  Sep- 
tember, small  stocks  dove  deeper. 
And  now,  with  the  big  cap  market 
treading  water,  the  small  cap  mar- 
ket is  positively  listless. 

Most  money  runners  are  fretting 
over  the  same  dreary  list  of  fears, 
from  a  slowing  economy  to  high 
interest  rates.  Some  are  projecting 
the  gloom  well  into  the  future. 
Gloomster  Sam  Hale  of  Hillside  As- 
sociates says:  "The  era  of  small 
stocks  is  behind  us."  Equally  cau- 
tious but  less  apocalyptic,  Orson 
Munn  of  Orson  Munn,  Inc.  feels 
he's  operating  in  a  fog:  "If  you're 
prudent,  you  don't  steam  ahead, 
you  drop  anchor."  Indecision,  he 
notes,  creates  more  sellers  than 
buyers.  What  are  the  sellers  doing 
with  their  money?  Munn  has  been 
shifting  out  of  small  caps  into  large 
caps  and  fixed-income  securities. 
Ditto  for  Hale. 

A  common  thread  in  their  worry 
is  that  inflation  is  revving  up.  It 
shows  in  the  stocks  they  do  pick 
and  hold.  Orson  Munn,  for  example, 
says  that  if  the  deficit  remains  un- 
addressed  into  next  year,  he'll  "shift 
out  of  stuffy  stocks  into  smaller, 

Susan  Lee  is  a  senior  editor  of  Forbes 
magazine. 


more  aggressive  company  stocks 
that  can  survive  in  inflation."  Hale 
feels  that  the  CPI  has  hit  its  lows  for 
the  time  being,  and  he  is  looking  for 
undervalued  companies  with  the 
flexibility  to  raise  prices  quickly. 

Both  Hale  and  Munn  are  hot  for 
advertising  companies.  Munn  men- 
tions Interpublic  and  Ogilvy  & 
Mather,  arguing  that  competition 
will  intensify  the  battle  for  market 
share,  thus  increasing  the  demand 
for  their  advertising  services.  Hale 
likes  Grey  Advertising,  which,  he 
thinks,  enjoys  good  management 
that  is — by  the  way — buying  back 
its  own  stock. 

Munn  is  also  up  for  S-P  Drug  Co., 
a  Brooklyn-based  wholesaler  that 
has  computerized  its  operations. 
Hale  likes  Brockway,  a  company 
making  glass  and  metal  containers 
that  is  now  getting  into  plastics  and, 
he  notes,  is  selling  at  about  three 
times  cash  flow.  He  also  likes  Ken- 
nington,  a  shirtmaker  with  all  its 
manufacturing  offshore,  and  Lehigh 
Press,  a  commercial  printing  firm. 

Allen  Kuseski  of  Penmark  Invest- 
ments hasn't  made  a  major  bet  on 
inflation,  yet,  but  he  recently  aban- 
doned his  predictions  of  disinfla- 
tion. Accordingly  he  has  off-loaded 
most  of  his  retail  stocks  but  kept 
Duckwall-Alco,  a  discount-store 
chain  operating  in  small  communi- 
ties. A  "baby  Wal-Mart,"  he  says. 
Kuseski  also  favors  Universal  Leaf 
Tobacco,  a  processor  and  storer  of 
leaf  tobacco,  and  Bandag,  a  truck 
tire  retreader. 

In  this  fretful  atmosphere  there  is 
little  enthusiasm  for  high-tech 
companies.  Hale  avoids  these 
stocks  because  he  feels  they  sell  on 
the  basis  of  future  glory  rather  than 
present  value.  And  Munn  and  Ku- 
seski say  they  don't  feel  capable  of 
playing  the  technology  game.  Munn 
does,     however,     own     stock     in 


EG&G,  a  conglomerate  that  buys 
and  sells  small  high-tech  firms  and 
runs  them  like  divisions. 

Of  course,  we  wouldn't  have  mar- 
kets if  all  the  players  were  of  the 
same  view.  Every  consensus  has  its 
contrarians,  and  this  one  is  no  ex- 
ception. One  big  money  man  who  is 
apparently  hedging  the  possibility 
of  a  comeback  in  small  cap  stocks  is 
Dean  LeBaron  at  Batterymarch.  Le- 
Baron,  who  has  $11  billion  of  assets 
under  his  computer-driven  manage- 
ment, has  expanded  his  database  to 
include  small  caps. 

But  the  real  contrarian  here  is 
Carl  Hathaway  of  Hathaway  &  As- 
sociates, formerly  of  Morgan  Guar- 
anty. He  predicts:  "We  are  on  the 
verge  of  a  major  and  significant 
move  up."  Where  his  colleagues  see 
possible  doom  emerging  from  the 
fog,  Hathaway  thinks  the  economic 
news  couldn't  be  better.  Specifical- 
ly, he  points  to  good  real  growth, 
lower  interest  rates  and  rising  real 
corporate  profits. 

Once  the  markets  realize  the 
news  is  good,  says  Hathaway,  all  it 
would  take  is  a  little  bump  up  to 
call  forth  the  bandwagon  effect  and 
send  the  markets  up  smartly. 

Hathaway's  explanation  for  the 
downer  that  began  in  June  1983  is 
straightforward.  Speculative  excess 
propelled  small  cap  stocks  up  too 
high,  too  fast.  Thus  the  correction 
was  also  too  much,  too  fast. 
Hathaway  confesses  that  the  correc- 
tion was  greater  and  more  painful 
than  he  expected  and  blames  it  for 
the  current  apathy. 

Now  Hathaway  feels  that  the 
yearlong  dive  has  made  price/earn- 
ings ratios  in  relation  to  expected 
growth  look  good.  He  finds  several 
companies  whose  expected  growth 
makes  their  valuations  too  low — 
companies  like  Cipher  Data,  a  firm 
making  specialized  computer  tape. 

Hathaway  also  likes  Alfin  Fra- 
grances, a  perfume  company  that 
sells  through  the  fancier  depart- 
ment stores,  and  Burnham  Service 
Corp.,  a  trucking  firm  that  special- 
izes in  moving  delicate  computer 
equipment;  IBM  is  one  of  its  major 
clients. 

Going  against  the  crowd,  as 
Hathaway  is  doing,  involves  big 
risks  as  well  as  big  rewards.  Six 
months  from  now  Hathaway  is  go- 
ing to  look  awfully  dumb.  Or  awful- 
ly smart.  ■ 
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In  today's  nervous  stock  market  should  you. . . 

Buy?  Sell?  Do  Nothing? 

More  specifically,  what  should  you  do  NOW  about 
these  (or  1700  other)  fast-changing  stocks? 


AMDAHL  CORP. 
AMER.  ELEC.  POWER 
AMER.  EXPRESS 
APPLE  COMPUTER 
CEN.  &  SOUTH  WEST 
COLGATE  PALMOLIVE 
COMMODORE  INT'L 


DISNEY  (WALT)  PROD. 
EASTMAN  KODAK 
EXXON  CORP. 
GEN'L  ELECTRIC 
GEN'L  MOTORS 
INT'L  BUSINESS  MACH. 
MOBIL  CORP. 


PHILA.  ELECTRIC 
RANSBURG  CORP. 
RESORTS  INT'L  A' 
SEAGATE  TECHNOLOGY 
ST.  PAUL  COS. 
TANDEM  COMPUTERS 
WESTINGHOUSE  ELECTRIC 


We've  picked  the  21  stocks  above  for 
illustration— from  more  than  1700  regularly 
covered  by  The  Value  Line  Investment 
Survey— because  each  has  recently  been 
on  the  "most  active"  list  and  may  therefore 
be  of  special  interest. 

The  stock  market,  and  the  investment 
values  therein,  are  now  going  through  a 
great  deal  of  rapid  change.  This  is  no  time  to 
sit  on  your  hands.  It  is  urgent,  we  think,  that 
you  check  without  delay  every  stock  that  in- 
terests or  concerns  you  to  see  if  it  currently 
offers  the  investment  credentials  most  im- 
portant to  you.  To  illustrate,  let's  look  at  the 
stocks  listed  above: 

PERFORMANCE:  Every  one  of  these 
stocks— at  one  time  or  another— has  offered 
the  prospect  of  superior  relative  price  per- 
formance. Right  now,  however,  Value  Line 
ratings  suggest  that  7  of  these  stocks  should 
be  avoided  for  the  time  being.  On  the  other 
hand,  we  estimate  that  7  of  the  stocks  above 
will  clearly  outperform  most  other  stocks  in 
the  next  12  months. 

SAFETY:  10  of  the  stocks  listed  carry 
superior  Value  Line  ratings  for  Safety, 
meaning  they  have  typically  demonstrated 
greater  price  stability  than  the  majority  of 
stocks.  The  other  stocks  on  the  list  rate  only 
average  or  lower  on  this  score. 
YIELD:  The  dividend  yields  of  these 
stocks  estimated  by  Value  Line  for  the  12 
months  ahead  range  all  the  way  from  Nil  to 
18.3%.  Thirteen  of  the  stocks  offer  yields 
below  6.0%.  Only  6  stocks  provide  yields  of 
7%  or  higher. 

APPRECIATION:  Value  Lines  es- 
timates of  Appreciation  Potential  in  the  next 
3  to  5  years  for  these  stocks  range  all 
the  way  from  35%  up  to  nearly  510%.  Six 
stocks  offer  long-term  potentials  of  150%  or 
higher. 

(The  data  above  come  from  the  issue  of 
8/24/84  The  Value  Line  Survey.  For  actual 
Investment  decisions,  be  sure  to  see  the 
latest  weekly  Value  Line  edition.) 

WHERE  ELSE  CAN  YOU  GET  ALL 

THIS? 

Value  Line  gives  you  the  key  ratings  outlined 
above,  updated  every  week,  for  EACH  of 
1700  stocks— so  you  can  make  coherent 
comparisons  of  any  stock  against  any 
others  with  respect  to  the  investment  at- 
tributes you  care  about.  In  addition,  Value 
Line  regularly  presents  comprehensive  full- 
page  Research  Reports,  with  15-year  vital 
statistics,  for  each  of  1700  stocks.  We  apply 
the  same  quality  and  comprehensiveness  of 
research  and  evaluation  not  only  to  virtually 
every  "big  name"  stock  (like  the  ones  listed 
above)  but  also  to  more  than  a  thousand 
"lesser"  stocks— which  make  up  a  signifi- 
cant part  of  a  great  many  portfolios.  We 
realize  that  when  YOUR  money  is  involved, 


an  investment  in  U.S.  FILTER  can  be  just  as 
important  as  the  same  amount  in  U.S. 
STEEL.  If  you  want  to  re-assess  your  stock 
portfolio  with  an  eye  to  greater  rewards 
and/or  lower  risks  in  today's  unusual 
market.  ...  if  you  want  to  make  rational 
decisions  about  what  stocks  to  hold,  sell,  or 
buy  now.  ...  we  believe  that  no  other  source 
even  comes  close  to  providing  the  help  that 
Value  Line  systematically  gives  you. 

UPDATED  EVERY  WEEK 

Every  week,  Value  Line's  new  Summary  & 
Index  presents  up-to-date  ratings  of  EACH 
of  1700  stocks  relative  to  all  the  others,  as 
follows.  . . . 

a)  Rank  for  Probable  Price  Performance  in 
the  Next  12  Months— ranging  from  1 
(Highest)  down  to  5  (Lowest).  We  urgen- 
tly suggest  you  sfay  away  from  the  400 
stocks  now  ranked  4  or  5. 

b)  Rank  for  investment  Safety  (from  1  down 
to  5)  If  Safety  is  important  to  you,  we 
suggest  you  concentrate  on  stocks 
ranKed  1  or  2  in  this  respect. 

c)  Estimated  Yield  in  the  Next  12  Months. 
Every  week  we  also  present  a  "screen"  of 
the  100  stocks  with  the  highest  yields, 
which  ranged  from  9.8%  to  18.3%.  (Value 
Line  8/24/84) 

d)  Estimated  Appreciation  Potential  in  the 
Next  3  to  5  Years— showing  the  percen- 
tage change  from  the  recent  price.  Every 
week  we  also  present  a  "screen"  of  the 
100  stocks  with  the  highest  potentials, 
which  ranged  from  165%  to  700%.  (Value 
Line  8/24/84) 

e)  P/E  Ratio  and  current  price,  plus  es- 
timated annual  earnings  and  dividends 
in  the  current  12  months.  Also  latest 
quarterly  results  vs.  year  ago. 
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new  full-page  Reports  like  this  are  issued 
each  week.  .  .  1700  every  13  weeks. 
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By  A.  Gary  Shilling 


Financial  Strategy 


For  decades  the  stock  market  voted 
Democratic.  Here  is  why  it  will  probably 
vote  Republican  this  year. 

A  DIFFERENT 
PATTERN? 


were  pushed  through  Congress  by 
Johnson,  who  also  stepped  up  U.S. 
involvement  in  Vietnam  and  added 
massive  Great  Society  spending  to 
boot.  Inflationary  pressures  and 
Vietnam-related  political  strains 
were  obvious  before  the  end  of  John- 
son's full  term  and  led  to  his  retire- 
ment. Never  mind  that  the  Kenne- 
dy/Johnson era  ended  badly  for  the 
economy  and  the  stock  market.  The 
point  I  make  is  that  the  postelection 
months  in  a  Democratic  year  were  a 
good  time  to  be  heavy  in  stocks. 

After  the  problems  created  by  the 
overexpansion  under  Democrats 
became  full-blown,  Republican 
presidents  were  elected  to  clean  up 
the  mess  and  administer  the  bitter- 
tasting — but  necessary — medicine. 
Nixon  was  elected  in  1968,  follow- 
ing Johnson,  and  the  next  year  saw 
the  onset  of  a  .recession — the  first 
since  1960,  when  Eisenhower  was 
still  in  office.  In  the  first  18  months 
of  Reagan's  term,  the  combination 
of  record-high  interest  rates  and 
wrenching  recession  led  to  steady 
declines  in  stock  prices. 

Will  the  pattern  hold  this  year?  I 
think  not.  Quite  the  opposite.  The 
election  of  Mondale  and  a  liberal 
Congress  could  lead  to  a  collapse  in 
stocks,  bonds  and  the  dollar.  No 
such  dire  result  is  expected  if  the 
President  is  reelected,  a  result  I  see 
as  much  more  likely,  especially  if 
an  even  more  conservative  Con- 
gress than  the  present  one  is  also 
sent  to  Washington.  In  fact,  a  con- 
tinuation of  the  Administration's 
policies  should  yield  an  exuberant 
stock  market  in  coming  years. 

The  key  to  this  reversal  of  past 
election/stock  market  trends  is  the 
current  widespread  understanding 
of  the  last  decade's  economic  prob- 
lems. We  are  now  in  an  upside- 
down  world,  where  bad  news  is 
good  news.  Equity  investors  yearn 
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Since  1928,  when  Herbert  Hoover 
was  elected  President,  the  Dow 
Jones  industrial  average  has  never 
finished  ahead  in  the  first  calendar 
year  after  a  Republican  victory. 
Democratic  victories,  in  contrast, 
have  led  to  improved  markets  after 
five  out  of  eight  elections.  By  this 
standard  the  Republican  is  a  bear, 
the  Democrat,  a  bull. 

There  was  a  logic  to  that  pattern. 
Democratic  presidents  have  been 
oriented  toward  expansion.  Tradi- 
tionally, the  Democrats  turned  to 
strong  monetary  and  fiscal  stimuli, 
resulting  in  economic  growth  early 
in  their  terms. 

Remember  the  Kennedy  cam- 
paign based  on  the  slogan  "Let's  get 
the  country  rolling  again"?  Kenne- 
dy sensed  that  the  country  was 
bored  with  eight  years  of  stability 
under  the  Eisenhower  Administra- 
tion. He  may  have  been  right;  after 
all,  he  was  elected. 

The  stock  market  responded  fa- 
vorably to  the  initial  stimuli  of 
Democrats  in  the  White  House. 
Kennedy  got  things  rolling  with  tax 
incentives  for  capital  spending  and 
initial  involvement  in  Vietnam.  Ul- 
timately, the  stimuli  and  adven- 
tures of  Democrats  got  out  of  hand. 
Kennedy's  plans  for  big  tax  cuts 

A  Gary  Shilling,  a  guest  columnist,  is  presi- 
dent of  A.  Gary  Shilling  &  Co.,  Inc.,  a  New 
York  economic  consulting  firm.  He  is  author 
of  Is  Inflation  Ending?  Are  You  Ready? 


for  evidence  of  a  more  slowly  grow- 
ing economy.  They  will  react  favor- 
ably to  such  evidence,  unfavorably 
to  signs  of  an  artificially  stimulated 
typical  Democratic  boom. 

Investors  and  businessmen  as 
well  now  realize  that  too  much  eco- 
nomic stimulus  and  the  inflation 
that  follows  are  disastrous  for 
stocks.  Inflation  has  a  habit  of  in- 
creasing labor's  share  of  national  in- 
come at  the  expense  of  corporate 
earnings'  share.  Government,  by 
taxing  underdepreciation,  inven- 
tory profits  and  other  effects  of  in- 
flation, also  increases  its  share  of 
the  pie  to  the  detriment  of  business. 

From  the  mid-1960s  to  1982,  cor- 
porate profits'  share  of  national  in- 
come collapsed  from  14%  to  less 
than  7%,  while  labor  compensa- 
tion's share  rose  from  69%  to  76% . 
At  the  same  time,  the  federal  gov- 
ernment's share  of  GNP  climbed 
from  18%  to  25%.  Putting  it  an- 
other way,  corporate  earnings,  fully 
adjusted  for  the  effects  of  inflation, 
fell  nearly  50%  during  that  period. 

Investors  understood  what  was 
happening  and  abandoned  most 
stocks  from  the  mid-1960s  until  the 
summer  of  1982.  Soaring  interest 
rates  in  that  period  also  pulled  mon- 
ey away  from  stocks.  On  an  infla- 
tion-adjusted basis,  the  S&P's  500 
stock  average  fell  over  50%,  and  for 
five  years  stocks  were  cheaper  than 
in  1929.  Investors  learned  painfully 
that  overexpansion  and  inflation  are 
devastating  for  stocks. 

With  this  lesson  indelibly  etched 
in  memories,  economic  stability 
and  moderate,  even  sluggish, 
growth  are  what  bond  and  stock  in- 
vestors now  want.  The  current  Ad- 
ministration, with  its  steadfast  em- 
phasis on  reducing  government  in- 
volvement in  the  economy  and  on 
other  actions  aimed  at  keeping  in- 
flation low,  is  much  more  likely  to 
fulfill  these  desires  than  is  Mon- 
dale, who  is  in  bondage  to  union 
leaders  and  bureaucrats  who  prefer 
the  easy-money,  high-spending  at- 
mosphere of  inflation. 

I  believe,  then,  that  the  relation- 
ship of  the  last  50  years  between 
presidential  election  results  and  the 
stock  market  has  been  reversed. 
The  reelection  of  the  President  and 
a  more  conservative  Congress  will 
be  auspicious  for  the  American 
economy  and  its  great  barometer, 
stock  prices.  ■ 
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Psychology  &  Investing 


For  budding  entrepreneurs,  the  glamour 
spots — Silicon  Valley,  Route  128 — are 
losing  their  allure.  Here's  why. 

THERE'S  NO  PLACE 
LIKE  HOME 


By  Srully  Blotnick 


I  have  some  good  news  for  Cleve- 
land, Buffalo,  Milwaukee,  Du- 
buque, Philadelphia,  St.  Louis  and 
all  the  other  old  industrial  towns. 
The  hometown  boys  and  girls  who 
once  automatically  took  their  fledg- 
ling firms  to  Route  128  or  Silicon 
Valley  are  tending  to  stay  put  these 
days.  In  previous  decades,  when  I 
asked  budding  entrepreneurs  where 
they  intended  to  set  up  their  compa- 
nies, the  most"  frequent  reply  was, 
essentially:  "I  want  to  go  where  the 
action  is."  Meaning?  Good-bye, 
Erie;  hello,  San  Jose. 

This  migratory  impulse  of  the 
typical  entrepreneur  as  much  as 
anything  else  made  Silicon  Valley 
what  it  is.  Most  people  thought 
places  such  as  Route  128  and  Sili- 
con Valley  had  grown  as  a  result  of 
internal  division — much  the  way  a 
fertilized  egg  becomes  a  newborn 
babe.  A  typical  comment  from  an 
investor  in  1968  was:  "I  imagine 
that  what  happens  is,  once  a  com- 
pany becomes  a  success,  you  get 
some  seasoned  executives  and 
young  hotshots  who  quit  to  start 
their  own  companies  right  nearby." 

Not  so.  The  evidence  I  have  accu- 
mulated over  the  past  25  years  indi- 
cates   that    these    entrepreneurial 


Dr  Srully  Blotnick  is  a  research  psychologist 
and  author  of  The  Corporate  Steeplechase: 
Predictable  Crises  in  a  Business  Career  and, 
just  published  by  McGraw-Hill,  Computers 
Made  ( Ridiculously)  Easy. 


centers  didn't  breed  the  entrepre- 
neurs; they  largely  attracted  them. 
On  average,  fewer  than  one-fourth 
of  all  the  new  publishing  companies 
in  New  York  were  spinoffs  from  the 
older  publishing  firms  concentrated 
there.  The  same  is  true  of  commod- 
ities firms  in  Chicago,  fashion  man- 
ufacturers on  Seventh  Avenue  or 
computer-related  concerns  in  Sili- 
con Valley.  In  most  cases,  the  entre- 
preneur came  from  elsewhere  but 
started  his  business  in  New  York  or 
Chicago  or  Silicon  Valley  because 
success  attracted  would-be  success. 
Somehow  you  weren't  a  real  pub- 
lisher if  you  weren't  situated  in 
Manhattan.  And  who  could  take  se- 
riously a  software  company  situated 
in — well — Akron? 

That's  the  way  it  has  been  for 
decades,  but  it  is  rapidly  changing. 
My  surveys  suggest  that  the  vast 
majority  of  today's  prospective  en- 
trepreneurs intend  to  start  their 
businesses  where  they  are  now  liv- 
ing. I  recently  queried  686  people 
who  plan  to  start  their  own  compa- 
nies in  the  next  12  months  to  24 
months.  A  solid  94%  plan  to  do  so 
in  their  present  location.  Not  for 
them  the  trek  to  southern  Califor- 
nia or  Boston.  They  plan  to  dig  in 
right  where  they  are.  (In  the  past  it 
was  common  for  no  more  than  70% 
of  budding  entrepreneurs  thinking 
of  entering  a  comparable  variety  of 
fields  to  stay  at  home.) 

Once  you  understand  the  pivotal 
role  migration  played — and  still 
plays — in  the  rise  of  these  corporate 
clusters,  it  becomes  clear  why  they 
are  capable  of  enduring  for  decades, 
thriving  all  the  while.  The  finite 
amount  of  gold  near  Sutter's  Mill  in 
California  could  be  exhausted 
quickly  by  waves  of  treasure  hunt- 
ers in  the  1850s.  But,  revealingly, 
corporate  clusters  more  than  a  cen- 
tury later  have  been  enriched  by  the 
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new  kinds  of  treasure  hunters.  As 
long  as  energetic  and  talented  entre- 
preneurs pour  into  an  area  known 
for  a  particular  kind  of  creativity,  it 
becomes  nearly  inexhaustible — the 
reverse  of  the  old  gold  mines. 

Like  those  who  have  been  on  this 
road  before  them,  the  new  entrepre- 
neurs hear  the  siren  song  of  the 
relevant  corporate  clusters  in  their 
field.  Only  they  are  not  heeding  it. 
Where  they  are  is  just  fine  with 
them.  What  caused  the  shift?  The 
first  factor  is  the  rising  cost  of  real 
estate.  Buying  or  leasing  space  has 
become  a  major  problem  for  people 
planning  to  start  their  own  compa- 
nies, and  space  that  is  dear  in  Phoe- 
nix or  on  Route  128  can  be  had 
much  more  cheaply  in  Buffalo  or 
Erie  or  Dubuque.  The  same  with 
residences.  The  entrepreneur  and 
his  aides  have  to  live  somewhere. 
Why  settle  for  a  handkerchief-size 
house  in  southern  California  when 
for  less  money  you  can  dwell  in  a 
splendid  old  Victorian  mansion 
back  home? 

The  other  important  factor  is  age. 
The  baby-boom  generation,  the  76 
million  people  born  in  the  U.S.  be- 
tween 1946  and  1964,  is  growing 
older.  It  is  clear  from  my  data  that 
with  each  passing  year  the  choices 
these  individuals  make  become  less 
like  those  of  footloose  adolescents 
and  more  like  the  ones  made  by 
people  with  roots  and  ties.  Increas- 
ingly, they  figure:  Why  not  make 
my  success  among  familiar  faces, 
among  people  who  know  me  and 
perhaps  knew  my  parents?  Why  not 
do  something  for  the  old  home- 
town? Why  waste  the  pride  of  my 
success  on  indifferent  strangers? 

The  implications  of  all  this  are 
profound.  It  means  new  life,  new 
jobs,  new  hope  for  stagnant  commu- 
nities. It  means  a  better,  more  even 
spread  of  the  nation's  affluence. 

It  has  investment  implications, 
too.  Investors  are  telling  me  that 
they  are  looking  for  something 
"new  and  different  to  invest  in,  not 
just  the  same  old  things."  I  suspect 
that  they  will  soon  be  exposed  to 
more  and  more  opportunities  right 
in  their  own  backyards,  opportuni- 
ties they  can  identify  with  as  more 
than  just  a  quotation  in  the  stock 
columns.  And,  of  course,  that  can  be 
good  news,  too,  for  regional  stock 
brokers  and  venture  capitalists.  Be 
it  ever  so  humble.  ■ 
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Now  you  don't  need  to  pay  a  sales 
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yields  of  insured  municipal  bonds. 
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Long-Term  Portfolio— a  tax-free  bond 
fund  that's  both  insured  and  no-load. 

The  portfolio  invests  in  long-term 
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interest  rates. 

Vanguard's  Insured  Long-Term  Port- 
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•  Unlimited  free  checkwriting  for  $250 
or  more. 
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for  tax-free  compounding. 
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•  Minimum  initial  investment  of  $3,000. 

*Income  is  100%  free  from  Federal  Income  Tax  but  may  be 
subject  to  state  and  local  taxes. 


Call  1-800-523-7025 
(Pennsylvania:  1-800-362-0530) 

for  our  free  Insured  Long-Term  Portfolio 
Information  Kit.  Or  send  coupon  below. 
When  in  the  Philadelphia  area,  visit 
our  Vanguard  Investment  Center  at  8  Penn 
Center,  Suite  1025,  JFK  Blvd.  and  17th  St. 

'   Vanguard  Insured  Long-Term  Portfolio  ' 
Investor  Information  Department 
Valley  Forge,  Pennsylvania  19482         S 

Please  send  me  your  Insured  Long-Term  Port-    J 
folio  Information  Kit,  including  a  prospectus      S 
which  I  may  read  before  I  invest  or  send  money. 
I  understand  that  it  contains  more  complete 
information  on  advisory  fees,  distribution 
charges,  and  other  expenses.  Also  send  infor- 
mation on  □  IRA       D  Keogh. 

Name 

Address 

City 


State - 


-Zip. 
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By  Thomas  P.  Murphy 


Venture  Capital 


We  didn't  know  it  then,  but  the  hippies 
were  right  about  big  corporations. 

DO  NOT  FOLD, 

SPINDLE  OR 

MUTILATE 


UAW  agreement.  The  essence  of 
the  agreement  is  recognition  that 
GM's  labor  force  must  contract,  and 
GM  assumes  responsibility  for  re- 
training its  displaced  workers.  But 
to  do  what?  And  where?  Paradox- 
ically, the  world's  largest  manufac- 
turing firm  will  almost  certainly 
find  itself  retraining  its  employees 
to  work  in  small  business,  because 
that  is  where  the  jobs  will  be. 

This  is  a  vastly  expanded  role  for 
a  type  of  organization  that  people  of 
my  generation  were  taught  was 
washed  up,  vestigial,  almost  an  em- 
barrassment. To  the  generations 
whose  dominant  experiences  were 
the  Depression  and  World  War  II, 
that  lure  of  bigness  was  overwhelm- 
ing. Small  business  and  entrepre- 
neurs were  devastated  by  the  De- 
pression. Big  business  suffered  but 
survived  and,  to  a  large  degree,  took 
care  of  its  own. 

World  War  II  confirmed  the  De- 
pression's lesson.  America  reveled 
in  bigness,  an  enormous  army  and 
the  largest  navy  and  air  force  the 
world  had  ever  known  or  imagined. 
And  that  bigness  worked.  It  won 
the  war;  it  awed  the  world.  Com- 
pared with  those  dramatic  lessons, 
argument  for  the  resurgence  of  the 
small,  the  independent,  the  offbeat, 
seemed  trifling  and  sentimental. 

A  few  sages,  and  only  a  few  so  far 
as  I  know,  foresaw  the  return  to 
smaller  economic  entities — the  fu- 
turists. Alvin  Toffler,  Daniel  Bell 
and  others  recognized  that  the  in- 
dustrial economy  was  fading  in  rela- 
tive importance,  just  as  agriculture 
had  done  before  it.  In  its  place 
would  emerge  an  economy  charac- 
terized by  service  businesses,  com- 
munications, health  care,  educa- 
tion, etc.  It  would  be  an  economy 
dealing  more  in  information  than 
physical  things,  and  one  that 
worked  better  with  smaller  rather 


MONEY  &  INVESTMENTS 


Be  grateful.  Neither  political  party, 
if  we  are  to  believe  the  speeches,  has 
any  serious  intention  of  helping 
small  business.  President  Reagan 
says  little  on  the  subject.  Walter 
Mondale  sometimes  includes  it  in 
the  usual  list  of  sufferers  worthy  of 
our  compassion:  farmers,  the  work- 
ing man,  small  business,  etc.  That 
portion  of  the  Democrat's  list  of 
neglected  worthies  was  probably  in- 
herited from  the  late  William  Jen- 
nings Bryan. 

While  ritual  concern  is  usual,  the 
real  fortunes  of  small  business  de- 
serve recognition  they  are  unlikely 
to  get.  Small  business  is  no  longer 
the  sideshow,  something  left  over 
from  a  simpler  past.  It  is,  or  soon 
will  be,  the  dominant  force  in  the 
whole  American  economy. 

Small  companies  already  produce 
43%  of  the  total  GNP.  Measured  by 
employment,  small  business  is  al- 
ready dominant.  Fifty-five  percent 
of  all  jobs  are  in  this  sector.  And 
that  is  where  the  new  jobs  are  com- 
ing from  and  have  come  from  for 
years.  Over  the  past  decade,  The 
Forbes  500  companies  have  pro- 
duced little  or  no  net  increase  in 
employment.  The  bulk  of  new  em- 
ployment has  and  will  continue  to 
come  from  small  business. 

Even  big  business  recognizes  this. 
An  example  is  the  General  Motors/ 


Thomas  P.  Murphy  heads  a  venture  capital 
firm,  Partnership  Dankist,  Stamford,  Conn. 


than  larger  economic  entities. 

In  a  curious  way,  the  hippies  of 
the  1960s  and  early  1970s  also  an- 
ticipated the  new  era,  even  if  they 
did  not  articulate  it.  Along  with  the 
Vietnam  War,  their  nemeses  were 
big  government,  big  business  and 
big  universities.  "Do  not  fold,  spin- 
dle or  mutilate  me."  In  other  words: 
"I  am  a  human  being,  not  a  number 
in  your  damned  computer."  Big- 
company  employee  attitude  surveys 
were — and  for  that  matter  still  are — 
reinforcing  their  sentiments.  They 
confirm  that  Dad,  though  beardless 
and  without  song,  was  beginning  to 
feel  very  much  about  big  business  as 
did  his  long-haired  son.  While  the 
reality  of  working  for  big  companies 
has  probably  changed  very  little,  the 
loyalty  and  enthusiasm  of  their  em- 
ployees have  been  eroding  for  years. 

Now  it  is  small  business  that  is 
flourishing.  The  reason,  I  think, 
goes  beyond  the  more  favorable  eco- 
nomics of  small  companies  in  the 
new  economy.  A  better-educated 
work  force  is  demanding  the  one 
thing  that  big  business  can't  give  it: 
a  real  feeling  of  being  individually 
important.  General  Motors  still  has 
670,000  employees,  while  a  typical 
Silicon  Valley  high-tech  firm  may 
have  500  and  worry  about  becoming 
too  large.  The  company  president 
can't  remember  everybody's  first 
name  anymore.  Remembering 
everybody's  name,  it  turns  out,  is 
important. 

In  addition,  there  are  claims  that 
in  recent  years  all  significant  inno- 
vation— all  of  it — has  come  from 
small  companies.  The  large  compa- 
nies seem  inherently  less  able  to  get 
new  products  into  the  market. 

All  this  brings  me  full  circle  and 
back  to  politics.  How  can  the  largest 
"bloc"  in  the  country  be  almost  to- 
tally ignored  when  the  politicians 
promise  good  things?  I  don't  really 
know,  but  I  suppose  it  is  hard  for  a 
politician  to  think  of  what  to  say  to 
a  delicatessen  owner,  a  tractor  deal- 
er and  a  gene  splicer.  The  category 
of  small  business  is  too  diverse  and 
untidy  to  make  any  very  specific 
promises  politically  useful.  That 
may  be  our  salvation.  Govern- 
ment's help  seems,  eventually,  the 
kiss  of  death.  Witness  the  farmers: 
$18.7  billion  in  cash  subsidies  this 
year  alone,  and  they  are  going  bank- 
rupt. Better  unfolded,  unspindled 
and  unmutilated.  ■ 
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Commodities 
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Personal  computers  almost  make  it  fun 
to  do  boring  things  like  drawing  com- 
modity price  charts,  even  if  those  charts 
don 't  always  help  you  turn  a  profit. 

PICTURE  PERFECT 


By  Stanley  W.  Angrist 


My  last  column  examined  a  number 
of  software  packages  for  personal 
computers  that  might  be  helpful  to 
commodity  traders.  No  matter 
what  method  is  used,  most  traders 
also  employ  charts  to  help  guide 
them  in  their  decision  making.  Soft- 
ware writers  have  responded  to  this 
potentially  large  market  by  bringing 
out  a  number  of  programs  that  not 
only  produce  custom  charts  but  al- 
low the  chart  creator  to  enhance  his 
work  with  nearly  every  type  of  trad- 
ing aid  imaginable.  All  of  these  pro- 
grams will  dump  their  screen  con- 
tents to  most  dot  matrix  printers 
used  by  personal  computer  owners. 
Commodity  Systems,  Inc.  (800- 
327-1075)  provides  to  subscribers, 
when  they  sign  up  to  become  a  data 
user,  a  charting  program  called 
Quickplot.  It  will  allow  the  follow- 
ing additions  to  a  bar-chart  plot:  su- 
perposition of  two  moving  averages, 
an  oscillator,  speed  resistance  lines 
and  trend  lines.  The  program  is 
available  for  the  Apple,  IBM  PC, 
TRS  80  and  Commodore  64.  The 
whole  package  costs  $135  and  in- 
cludes a  month  of  da,ily  data  for  10 
to  70  contracts.  Note:  All  of  the 
programs  described  here  require  an 
initial  purchase  of  data,  unless  you 
have  been  maintaining  a  daily  com- 
puterized database. 

Stanley  W.  Angrist  is  a  commodity  specula- 
tor, consultant  and  longtime  observer  of  the 
commodity  markets. 


The  Pardo  Corp.  (312-866-9342) 
offers  a  series  of  charting  programs 
for  the  Apple  and  IBM  PC.  One  of 
the  nice  things  about  these  pro- 
grams is  that  you  can  start  for  as 
little  as  $95  for  the  Apple  version  or 
$175  for  the  IBM  model  and  later, 
for  additional  sums,  add  features  in- 
crementally to  the  programs.  These 
programs  will  allow  you  to  do  every- 
thing Quickplot  does,  and  a  whole 
lot  more — at  least  at  the  top  of  the 
line.  They  will  draw  up  to  four  mov- 
ing averages  and  permit  you  to  zoom 
in  on  a  particular  area  of  interest. 
The  advanced  versions  will  also  al- 
low you  to  create  on  the  screen  a 
wide  range  of  the  arcane  hieroglyph- 
ics chartists  so  love.  An  actual  plot 
generated  by  the  Advanced  Chartist 
Plus  is  reproduced  here. 

A  charting  program  that  takes  ad- 
vantage of  the  speed  and  higher  res- 


olution capabilities  of  the  IBM  PC  is 
offered  by  Com/Stat  Systems  (818- 
441-0761).  It  can  do  many,  but  not 
all,  of  the  things  the  Advanced 
Chartist  Plus  does.  It  does  have 
some  capabilities  not  seen  in  the 
other  programs.  For  example,  it  will 
produce  spread  charts  and  will  seek 
out  cycle  lengths.  Because  of  the 
IBM's  function  keys,  the  program  is 
more  menu-driven  than  the  others, 
which  makes  it  one  of  the  easier 
programs  to  use.  It  costs  $195. 

The  software  that  produces  the 
niftiest  charts  of  all,  however,  is 
called  Ganntrader  I  and  is  available 
from  Lambert-Gann  (509-843- 
1094).  The  resolution  and  clarity  of 
its  output  is  truly  breathtaking, 
even  when  produced  on  nothing 
more  than  an  80-column  dot  matrix 
printer.  Unfortunately,  in  my  opin- 
ion, the  program  is  part  of  a  trading 
system  based  on  the  work  of  W.D. 
Gann,  a  legendary  trader  of  the  early 
part  of  the  century.  I  do  not  claim  to 
understand  any  of  the  trading  sys- 
tems that  are  allegedly  based  on  his 
work,  as  they  seem  to  me  to  involve 
equal  parts  numerology  and  astrol- 
ogy. If  you  are  not  interested  in 
Gann's  work,  the  program  will  sim- 
ply produce  great  charts,  but  will 
not  provide  any  of  the  trading  as- 
sists, as  will  the  other  programs  de- 
scribed here.  The  IBM  version  costs 
$549;  the  Apple,  $529.  ■ 


The  chart's  the  thing 


The  Advanced  Chartist  Program  generated  this  bar  chart  for  the  January 
1985  platinum  contract.  The  chart  shows  the  opening  price  by  means  of  a 
tick  facing  left;  the  closing  price  by  a  tick  facing  right.  The  left-hand  edge 
gives  the  price  per  ounce,  once  a  decimal  is  placed  in  front  of  the  final  zero. 
Along  the  lower  edge  is  the  month  (the  chart  starts  June  25,  with  the  date 
indicated  every  week).  Superimposed  on  the  price  bars  are  a  4-day  and  an  18- 
day  moving  average,  which  could  be  used  to  form  a  trading  system. 
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ARIZONA  SILVER  CORPORATION  (ARIZONA)        0-V 

CONTINENTAL  SILVER  CORP.  (CONTINENTAL)     0-V 

JOINT  NEWS  RELEASE 

VANCOUVER,  B.C.  CANADA— OCTOBER  11,  1984 

Mccracken  silver  property 

ARIZONA  as  to  60%  together  with  CONTINENTAL  as  to  a 
40%  interest  have  commenced  production  from  their 
McCracken  Silver  Property  located  in  Mohave  County,  Ari- 
zona, U.S.A. 

Previous  drill  proven  reserves  have  been  confirmed  on  the 
McCracken  Silver  Property  with  some  values  running  IN 
EXCESS  OF  20  oz.  silver  per  ton  over  widths  of  approximately 
5  feet. 

Production  has  commenced  with  2  shifts  and  ore  is  being 
hauled  on  a  continuous  basis  from  the  Mine  to  the  Mill 
which  has  a  capacity  of  500  tons  per  day. 

Arrangements  have  been  completed  for  the  power  supply 
hook-up  which  will  result  in  the  Mill  being  in  permanent 
production  by  November  15,  1984. 

ARIZONA  and  CONTINENTAL  are  also  pleased  to  announce 
that  additional  mineral  claims  adjoining  the  present  pro- 
duction site  have  been  acquired. 

ARIZONA  SILVER  CORPORATION  CONTINENTAL  SILVER  CORP. 

CAPITAL  STOCK:  CAPITAL  STOCK: 

Authorized    —  10.000,000  Shares  Authorized      —  5.000.000  Shares 

Issued  —  5,481,432  Shares  Issued  —  3,663.086  Shares 

LISTED:  LISTED: 

Vancouver  Stock  Exchange      /ARZ  Vancouver  Stock  Exchange     /CVR 

NASDAQ  / ARZ  NF  NASDAQ  / CTL  SF 

(Contact:  Charles  S.  Underhill,  Director,  Arizona  Silver 
Corporation/Continental  Silver  Corp.,  Suite  1140,  625  Howe 
Street,  Vancouver,  B.C.,  V6C  2T6.  Telephone:  (604)  689- 
5588.) 


AMETEK,  INC.  N 

AMETEK  WILL  PURCHASE  ACME  HEAT 

EXCHANGER  BUSINESS  FROM  GULF  +  WESTERN 

Grand  Prairie,  Texas  (October  8,  1984)  AMETEK,  Inc. 
(NYSE-PSE)  announced  today  that  it  had  agreed  to  purchase 
the  Acme  heat  exchanger  product  line  from  Gulf  +  Western 
Manufacturing  Company  for  an  undisclosed  amount  of 
cash.  AMETEK  said  it  would  relocate  production  of  the  Acme 
product  line,  which  generated  sales  of  more  than  $8  million 
in  its  last  fiscal  year,  from  Gulf  +  Western's  Jackson, 
Michigan  location  to  the  AMETEK  Heat  Transfer  division's 
manufacturing  plant  in  Grand  Prairie,  Texas  within  thirty 
days  following  the  completion  of  the  transaction  later  this 
month. 

AMETEK  vice  president  Raymond  J.  Moore,  general  man- 
ager of  the  company's  Grand  Prairie  plant  which  manufac- 
tures AMETEK's  Whitlock®  line  of  industrial  shell  and  tube 
heat  exchangers,  noted  that  "Although  Acme  units  are 
specifically  designed  for  refrigeration  systems,  we  see  no 
difficulty  in  gearing  up  to  produce  this  new  line  quickly." 

Heat  exchangers,  which  function  much  like  an  auto- 
mobile's radiator,  are  used  in  dozens  of  industrial,  chemical 
process  and  power  plant  applications  to  transfer  heat  from 
one  fluid  to  another  while  keeping  the  fluids  separate.  Most 
recently,  AMETEK  has  developed  heat  exchangers  to  cool 
surgical  lasers  and  large  main  frame  computers.  AMETEK's 
Moore  said  that  the  addition  of  the  Acme  product  line  could 
ultimately  lead  to  the  hiring  of  a  significant  number  of 
skilled  production  people  at  the  company's  plant  in  Grand 
Prairie,  a  Dallas  suburb.  AMETEK  plans  to  retain  the 
established  Acme  representatives  and  distributor  organiza- 


tions across  the  country,  according  to  Moore. 

The  Heat  Transfer  division  is  a  part  of  AMETEK's  Process 
Equipment  group,  one  of  four  operating  groups  which 
produced  nearly  one-half  billion  in  sales  last  year.  The 
company  has  reported  record  profits  in  the  past  eight 
consecutive  quarters  when  compared  to  the  same  quarter  of 
the  previus  year. 

(Contact:  Darrah  Ribble,  AMETEK  Inc.,  Station  Square 
Two,  Paoli,  PA  19301.  Phone:  (215)  647-2121.) 


AZORA  MINERALS  INC.  (AZORA)  V 

VANCOUVER,  B.C.,  Canada  —  October  9,  1984 
NEWS  RELEASE 
MANAGEMENT  REORGANIZATION 

Azora  has  recently  undergone  changes  in  Management 
Personnel,  the  new  Management  Team  being  as  follows: 


financial  year  ending  July  31,  1984  as  follows  (CDN 


TERRY  WYNN 

PAUL  CHARLES  GORICK 

(B.  Comm.  LL.B.) 
RUDOLF  MARTIN 
BENITO  Dl  TERLIZZI 
CHARLES  STUART  UNDERHILL 


-  PRESIDENT/DIRECTOR 

-  SECRETARY/DIRECTOR/ 
LEGAL  COUNSEL 

-  DIRECTOR,  FINANCE 

-  DIRECTOR 
DIRECTOR,  CORPORATE 

AFFAIRS 


PRIVATE  PLACEMENT 

A  Private  Placement  of  600,000  common  shares  of  Azora  at 
70c  (Cdn)  per  share  has  been  completed  with  a  European 
Bank. 

The  net  proceeds  of  $394,800  are  being  applied  towards 
development  of  the  operations  of  the  Company. 
REVENUES 

Financial  Statements  for  the  six  (6)  months  period  ended 
July  31,  1984  show  that  revenue  from  oil  sales  increased 
sharply  by  some  500%  to  $244,179  compared  to  $48,014 
for  the  same  period  in  1983. 

New  Management  is  committed  to  achieving  continued 
increases  in  revenues. 
CORPORATE  PROFILE 

As  demonstrated  by  the  significant  increase  in  oil  revenue, 
Azora  is  experiencing  tremendous  success  in  this  area. 

Azora  plans  to  actively  pursue  quality  opportunities  in  the 
oil  and  gas  industry  to  meet  growth  objectives  and  establish 
a  solid  base  of  operations.  A  program  is  being  implemented 
to  acquire  new  acreage  of  merit,  rework  existing  wells  and  to 
accelerate  the  drilling  of  new  wells  on  present  and  newly 
acquired  acreage. 

To  expedite  these  corporate  goals  in  the  best  interests  of 
the  Shareholders,  new  Management  are  already  evaluating 
potential  financing  facilities. 
Capital  Stock  Listed 

Authorized —10.000.000  Common  Shares  Vancouver  Stock  Exchange —  AZM 
Issued      —  3,875,001  Common  Shares 

(Contact:  CHARLES  S,  UNDERHILL,  Director,  Corporate 
Affairs,  Azora  Minerals  Inc.,  Suite  1140,  625  Howe  Street, 
Vancouver,  B.C.,  Canada  V6C  2T6.  Phone:  (604)  689-5588.) 


Year  Ended  July  31 

1984 
(OOO) 

( 

Sales 

$493,559 

$3C 

Net  Income 

$  31,480 

$  1 

Earnings  per  share 

Basic 

$       1.93 

$ 

Fully  diluted 

$       1.85 

$ 

MAGNA  INTERNATIONAL  O-T 

MARKHAM,  Ont.,  Oct.  3)  —  MAGNA  International  (NAS- 
DAQ: MAGAF)  today  announced  its  operating  results  for  its 


Record  sales  and  profits  were  attributable  both 
creased  market  penetration  and  to  continued  strenj 
automotive  production  which  enabled  the  corporati 
exceed  its  previous  results  for  the  financial  year. 

MAGNA  anticipates  its  sales  will  continue  to 
through  product  diversification  and  increased  peoet 
despite  industry  predictions  of  more  stable  prodc 
volumes.  As  previously  reported  approximately  3.357  n 
Class  A  Subordinate  Voting  shares  were  sold  to  the  pul 
the  United  States. 

The  board  of  directors  today  declared  a  dividend 
cents  per  share  for  the  three  month  period  ended  No' 
1984  payable  on  Dec.  1,  1984  to  shareholders  of  reco  ■ 
Nov.  16,  1984  with  respect  to  the  Class  A  SuborcJ 
Voting  shares  and  Class  B  shares.  This  is  an  increase  t 
cents  per  share  over  the  previous  dividend. 

(Contact:  E.E.  Parent,  vice-president  finance,  on 
Colburn,  vice-president  and  general  counsel  of  MAGf'1' 
36  Applecreek  Blvd.,  Markham,  Ont.  L3R  4Y4,  or  [ 
(416)477-7766.) 


SANDERS  ASSOCIATES,  INC. 

NASHUA,  NH,  Aug.  31— Jack  L.  Bowers,  Sanders  I 
ciates  Inc.  (NYSE:  SAA)  Chairman,  said,  "The  growth  v 
has  characterized  Sanders'  past  several  years  conti 
throughout  fiscal  1984. 

"Sales,  net  income  and  earnings  per  share  for  the  f 
quarter  and  full  year  ended  July  27,  1984,  set  new  reoj 
Orders  received  during  the  year  amounted  to  $1  billior ; 
highest  in  Sanders'  32-year  history.  On  the  basis  o 
1984  performance  and  the  favorable  outlook  for  1985 
Board  of  Directors  voted  to  increase  the  present  an' 
dividend  to  56  cents  per  share  from  44  cents  per  sha 

For  the  fourth  quarter,  net  sales  increased  34  perce  i 
$229  million,  compared  with  $171.5  million  last  year  : 
income  for  the  quarter  rose  32  percent  to  $15  m  I 
compared  with  $11.4  million  last  year.  Earnings  per  s  u 
increased  28  percent  to  78  cents  compared  with  61  (  i 
last  year. 

For  the  full  fiscal  year,  net  sales  increased  29  perce  I 
$746.1  million  .from  $578.1  million  last  year.  Income  j 
continuing  operations  grew  to  $49  million,  or  $2.55)fl 
share,  a  gain  of  25  percent  from  last  year's  record  lev  1 
$2.04  per  share.  Net  income,  after  a  special  charge  of  " 
million  to  discontinued  operations,  amounted  to  $  j 
million,  or  $2.25  per  share. 

In  the  government  systems  and  products  area,  revei  k 
for  the  year  were  $496.9  million,  an  increase  of  28  pert " 
Operating  income  increased  27  percent  to  $45.1  mi 
from  $35.5  million  in  1983.  Order  backlog  increasec 
percent  to  $551  million,  compared  with  $359  million 
year. 

Sanders  continued  as  a  leader  in  several  fast  grcn 
segments  of  the  defense  electronics  market  with  impor 
programs  underway  in  electronic,  infrared  and  commun  j 
tions  countermeasures;  signal  intelligence;  computet 
test  equipment;  antisubmarine  warfare;  and  command 
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ol.  In  awards  with  long-term  potential  a  team  of 
ers  and  General  Electric  was  selected  by  the  Depart- 

of  Defense  as  one  of  five  teams  to  undertake  a  first 
e  study  for  an  integrated  electronic  warfare  system 
VS)  to  defeat  multi-spectral  threats.  Shortly  after  year 
i  team  of  Hughs/Sanders/Burroughs-SDC  was  awarded 
of  two  competitive  design  phase  contracts  for  the 
ised  FAA  Advanced  Automation  System.  The  winner  of 
competition,  to  be  selected  in  1987,  will  play  a  major 
n  improving  the  nation's  Air  Traffic  Control  Systems. 

the  computer  graphics  business  area,  Sanders  Cal- 
i  Group  achieved  excellent  sales  growth  and  an  im- 
>d  profit  performance.  Graphic  systems  and  product 
,  for  the  year  increased  28  percent  to  $255.1  million, 
ating  income  increased  to  $25.3  million,  a  gain  of  69 
int. 

i  a  result  of  new  products  introduced  during  1984, 
)mp  is  in  a  strong  position  for  the  future.  Calcomp's 
Model  1070  Dual-Mode®  series  is  the  first  plotter  able 
erate  in  a  cut-sheet  or  continuous  roll  application.  Also, 
lew  Model  1040  series,  with  both  cut  sheet  and  Dual- 
>®  models,  is  the  first  computer-aided  design  (CAD) 
ble  pen  plotter  priced  for  the  rapidly  growing  low-cost 
leering  workstation  market  segment.  The  new  Model 
i  series  electrostatic  plotter,  a  high-speed  plotter/ 
er,  was  introduced  shortly  after  year  end  and  will 
lenient  the  present  Calcomp  5500  series  electrostatic 
er.  In  the  CAD  systems  area,  the  Calcomp  System  25,  a 
irful  computer-aided  design  system  for  the  architectur- 
igineering  and  construction  market  introduced  in  June 
:eiving  an  excellent  market  reception.  In  other  product 
s,  the  new  Vistagraphic  4500  display  terminal  and  the 
Model  9100  series  Digitizer  family  have  already  result- 
i  new  OEM  customers. 

iwers  said,  "In  examining  1985  and  beyond,  our  two 
;ets  continue  to  look  exciting.  The  U.S.  military  pro- 
is  highlight  an  Increasing  dependence  on  electronic 
are;  and  the  contributions  to  this  nation's  productivity 
e  target  of  our  computer  graphics  products.  With  the 
tiitment  of  our  employees  and  the  support  of  our 
(holders  we  expect  to  continue  the  record  of  profitable 
th  already  established  in  this  decade  and  look  forward 
lother  record  year  in  1985." 
Contact:  John  Ruggiero  V.P.-Treasurer,  Sanders  Asso- 
s,  Inc.,  Daniel  Webster  Highway  South,  Nashua,  NH 
il.  Phone  (603)  885-3610). 


GOLD  OIL  CORP.  (SEA  GOLD)  V 

NEWS  RELEASE 

\NC0UVER,  B.C.,  CANADA— OCTOBER  15,  1984 

GOLD  has  commenced  drilling  on  the  363  acre  HURD 

iRAL  LEASE  located  approximately  2  miles  south-west 

e  Asamera/Breakwater  Cannon  Gold  Mine. 

ill   proven   and   probable   reserves   in   excess   of 

0,000  tons  averaging  approximately  .25  oz.  gold  per 

lave  been  established  on  the  Asamera/Breakwater  Gold 

arty. 

i  date,  SEA  GOLD  has  acquired  a  total  of  5  Mineral 

es  totalling  575  acres  in  the  immediate  area  of  the 

lera/Breakwater  Cannon  Gold  Mine. 

ACQUISITION 
GOLD  has  recently  reached  an  agreement  in  principal 

Sporan  Enterprises  Inc.,  for  the  acquisition  of  an 
tional  640  acres  adjoining  the  363  acre  Hurd  Lease  to 
lorth-east. 


Further  details  of  this  acquisition  together  with  drill 
results  from  the  Hurd  Lease  will  be  released  as  the  same 
area  available. 
CAPITAL  STOCK: 

Authorized    —  9,970,000  Common  Shares 
Issued         —  5,141,804  Common  Shares 
LISTED: 
Vancouver  Stock  Exchange — Symbol  —  SGO 

(Contact:  Charles  S.  Underbill,  Director,  Sea  Gold  Oil 
Corp.,  Suite  1140,  625  Howe  Street,  Vancouver,  B.C.,  V6C 
2T6.  Telephone:  (604)  689-5588.) 


UNITED  TELECOMMUNICATIONS  INC.  N 

KANSAS  CITY,  MO.  October  9, 1984— United  Telecommu- 
nications, Inc.  earnings  per  share  for  the  first  three  quarters 
of  1984  were  $2.04,  up  17  percent  from  $1.74  in  1983, 
Chairman  Paul  H.  Henson  announced  today. 

Earnings  per  share  in  the  third  quarter  were  91  cents, 
compared  to  57  cents  in  1983.  For  the  12  months  ended 
September  30,  1984,  earnings  per  share  were  $2.51,  com- 
pared to  $2.27  for  the  similar  period  ended  Sept.  30,  1983. 

The  1984  third  quarter  results  include  a  net  gain  of  13 
cents  per  share  from  discontinued  operations.  The  major 
components  of  the  gain  include  income  of  30  cents  per 
share  from  a  payment  to  be  received  on  the  company's  1981 
sale  of  Calma  Company  and  a  loss  of  15  cents  per  share 
from  the  August  1984  sale  of  Argo  International. 

Earnings  per  share  from  continuing  operations  were  78 
cents  for  the  quarter,  $1.92  for  the  first  nine  months  of 
1984  and  $2.42  for  the  12  months  ended  September  30, 
1984,  compared  to  62  cents,  $1.85  and  $2.49,  respectively, 
for  the  periods  ended  September  30, 1983.  Prior  year  results 
have  been  restated  for  the  June  1984  acquisition  of  U.S. 
Telephone  and  for  the  disposition  of  Argo  International. 

Henson  said  United  Telecom's  improved  third  quarter 
results  were  attributable  to  strong  telephone  operations  and 
a  narrowing  of  losses  in  the  company's  intercity  communi- 
cations group. 

(Consolidated) 
(Thousands  of  Dollars) 

Nine  Months  Ended  September  30,  1984  1983* 

Revenues  and  Sales  $2,104,539  $1,924,674 

Income  trom  Continuing 

Operations  $   175,077  $   164,682 

Discontinued  Operations  10,902  (8,769) 

Net  Income  185,979 

Preferred  Stock  Dividends  3,194 

Earnings  Applicable  to  Common 

Stock  $  182,785  $  152,469 
Earnings  per  Common  Share  

from  Continuing  Operations: 

Assuming  no  dilution  Si. 92  $1-85 

Assuming  full  dilution  $1.89  $1.81 

Earnings  per  Common  Share: 

Assuming  no  dilution  $2.04  $1.74 

Assuming  full  dilution  $2.01  $1.71 

Average  Number  of  Common 

Shares  89,492,000  87,488,000 

'Restated  to  reflect  company  merged  on  a  pooling  of  interests  basis  and  for 
discontinued  operations. 

(Contact:  Don  Forsythe,  United  Telecommunications,  Inc., 
PO  Box  11315,  Kansas  City,  Missouri  64112.  Phone: 
913-676-3343.) 
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CORPORATE  REPORT 


SPECIAL  because  it's  where 
publicly-held  corporations  can 
report  current  developments 
to  some  of  America's  most  im- 
portant investors:  the  readers 
of  FORBES. 

CORPORATE  REPORT 
UPDATES  appears  once  a 
month.  For  added  editorial  im- 
pact, it's  positioned  in  FORBES' 
popular  financial  section, 
"Money  and  Investments." 

FORBES  has  71 5,000 
subscribers  and  a  total  reader- 
ship that  exceeds  2,600,000. 
98%  of  FORBES'  subscribers 
have  investment  portfolios 
with  an  average  value  of 
$615,000.  Over  half  are  in- 
volved with  helping  others  make 
investment  decisions.  Those 
others  include  corporations,  in- 
stitutions, pension  funds, 
trusts  and  estates. 

ONCE  EACH  MONTH,  in  Cor- 
porate Report  Updates,  you  can 
reach  those  active  investors 
when  they  reach  for  FORBES. 

FORBES  gets  results.  For 
more  information  call  or  write: 

Sarah  Madison 
Corporate  Report  Updates 
Forbes  Inc. 
60  Fifth  Avenue 
New  York,  NY  10011 
Phone:(212)620-2371 
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MONEY  &  INVESTMENTS 


Most  money  managers  are  so  steeped 
in  gloom  they  haven  t  noticed  that  the 
political  picture  is  turning  bright. 

BLIND  PESSIMISM 


By  Kenneth  L.  Fisher 


There  is  a  good  chance  that  Ronald 
Reagan  will  be  reelected  and  that 
the  Republicans  will  retain  Senate 
control.  If  so,  Reagan  will  be  the 
first  second-term  President  since 
Truman  to  have  a  house  of  Congress 
controlled  by  his  own  party.  Most 
second-term  presidents  have  faced 
hostile  legislatures. 

Why  is  this  important?  A  second- 
term  president  doesn't  suffer  the 
short-term  political  pressures  faced 
by  one  seeking  reelection.  Thus  he 
can  afford  to  prescribe  sound  but 
unpopular  "medicine."  But  he  can 
do  so  only  if  Congress  will  go  along. 
A  second-term  president  with  at 
least  one  house  held  by  his  party 
can  do  more  than  a  president  con- 
fronted by  two  hostile  houses. 

We  have  had  2Vi  two-term  presi- 
dents in  the  postwar  era — Truman, 
Eisenhower  and  Nixon  (the  half). 
Only  Truman  was  in  a  strong  posi- 
tion to  counter  second-term  oppo- 
sition stonewalling  from  Congress. 
Reagan,  reelected  and  supported  by 
at  least  a  Republican  Senate,  could 
make  enough  local  interest  deals 
with  Democratic  House  members 
to  pass  lots  of  controversial  legisla- 
tion. Reagan  could  afford  to  trade 
short-term  popularity  for  a  long- 
term     viewpoint — to     ensure     his 


Kenneth  L.  Fisher,  a  guest  columnist,  is 
a  money  manager  based  in  Burlingame, 
Calif.  He  is  author  of  Super  Stocks,  pub- 
lished by  Dow Jones-lruin 


good  treatment  by  historians. 

There  are  several  simple  and  logi- 
cal actions  that  together  could  bal- 
ance the  budget  and  reduce  govern- 
mental spending  as  a  percentage  of 
GNP.  Putting  public  and  private 
employee  retirement  systems  on 
comparable  terms  would  be  one. 
Simplifying  regulation  would  be  an- 
other: Why  should  state  and  federal 
watchdogs  cover  the  same  territory 
in  so  many  areas,  ranging  from  in- 
come taxation  to  securities  regula- 
tion? Recent  presidents  haven't 
been  free  from  reelection  worries  to 
take  on  this  kind  of  thing.  But  that's 
the  kind  of  fight  Reagan  loves. 

Interest  on  the  federal  debt  is  two- 
thirds  the  federal  deficit  and  is 
greater  than  the  combination  of  the 
deficit  and  the  municipal  surpluses. 
Reagan  could  slash  interest  expense 
by  offering  lower-coupon,  gold- 
backed  Treasury  bonds,  or  inflation- 
adjusted  bonds  tied  to  the  CPI. 

In  short,  a  Reagan  second  term 
with  a  malleable  Congress  could 
change  the  economic  and  social  pic- 
ture— and  very  much  for  the  better. 
It  could  take  us  from  an  atmosphere 
that  has  been  hostile  to  capital  and 
to  equities  into  one  that  could  be 
extremely  bullish.  But  the  market 
remains  gloomy. 

We  have  a  whole  generation  of 
investment  pros  who  are  too  skepti- 
cal. They  can't  see  potential 
progress.  Most  institutional  inves- 
tors are  more  like  bureaucrats  than 
investors.  It  isn't  their  money.  They 
mostly  want  to  preserve  their  jobs. 
To  them,  safety  is  success. 

They  are  conditioned  by  30  years 
of  one-termers  and  Democratic 
domination.  They  can't  believe  any- 
thing else  is  possible.  Talking  with 
these  guys  can  be  a  nightmare.  Men- 
tion any  topic  and  they  can  show 
you  a  potential  disaster  in  the  mak- 
ing. Their  predisposition  to  safety 


lets  them  rationalize  pessimism 
into  anything. 

The  Republicans  will  probably 
keep  the  Senate.  They  lead  by  six 
now.  There  are  only  eight  vulner- 
able Republican  senators — in  Illi- 
nois, Iowa,  Minnesota,  Mississippi, 
New  Hampshire,  North  Carolina, 
Tennessee  and  Texas.  But  the 
Democrats  have  a  few  up  for  grabs, 
too.  Yet,  a  front-page  Wall  Street 
journal  feature  (Aug.  22)  echoed 
what's  commonly  heard  on  The 
Street  by  headlining:  "If  Reelected, 
Reagan  Might  Find  Problems 
Tougher  Than  in  1981— Political 
Climate,  Moreover  Could  be  Even 
Harsher."  Among  the  investment 
pros  I  know,  90%  agree. 

With  institutionalized  skepti- 
cism so  thick,  any  good  news  on  the 
federal  spending  front  from  a  presi- 
dent freed  of  short-term  constraints 
is  apt  to  catch  the  investment  pros 
by  surprise,  pushing  up  stocks  in  a 
longer  and  more  violent  buying 
spree  than  the  August  1982  or  1984 
rallies.  I  wouldn't  be  surprised  to 
see  the  DJI  at  2200  by  1989.  That 
would  still  leave  it  at  levels  consis- 
tent with  the  long-term  past,  about 
12  times  earnings  and  1.5  times 
book  value.  Moderately  priced 
growth  issues  could  rise  more. 

In  that  environment  the  laggards 
could  include  the  nondefense  gov- 
ernment-oriented software  services 
stocks,  like  American  Management 
Systems  (16)  and  Computer  Network 
Corp.  (8).  These  stocks  could  be  vul- 
nerable because  so  much  of  their 
business  would  be  cuttable. 

Better  buys?  Check  some  of  the 
defense-oriented,  high-tech  stocks 
that  in  the  last  18  months  have  got- 
ten hammered  down  to  bargain  lev- 
els. Cerberonics  (7),  for  instance, 
dropped  from  20  and  now  sells  for 
less  than  10  times  earnings,  25%  of 
sales,  and  by  Ben  Graham  stan- 
dards, less  than  current  assets  mi- 
nus all  liabilities.  Halifax  Engineer- 
ing (5)  plunged  from  10  last  year  and 
now  sells  for  8  times  earnings,  20% 
of  sales  and  80%  of  book  value  yet 
expects  to  grow  about  17%  this 
year.  These  two  are  awfully  thin 
stocks,  at  least  partly  because  they 
are  so  depressed.  Be  careful  not  to 
push  up  the  price  if  you  buy  them. 
Not  quite  so  cheap,  but  still  quite 
reasonable  is  Syscon  (15),  a  military 
software  vendor  that  sells  at  50%  of 
sales  and  1 1  times  earnings.  ■ 
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FLY  FISHING 
PROPERTY 

The  Madison  River — Montana's 
most  prestigious  "blue  ribbon"  stream 
forms  the  boundary  of  this  very  special 
1200-acre  ranch  in  the  canyon  18  miles 
south  of  Cameron.  Rolling  pine  cov- 
ered hills  with  aspen  groves  inter- 
spersed and  framed  by  two  beautiful 
mountain  valleys  make  this  the  finest 
and  most  private  river  frontage  on  the 
entire  main  river.  Priced  under  $1,000 
per  acre. 

Livingston,  Montana  area — An  easy 
drive  north  places  one  at  the  very  head- 
waters of  the  Shields  River.  This  1740- 
acre  parcel  within  the  National  Forest 
and  on  the  river  is  indescribably  beau- 
tiful— lush  meadows  surrounded  by 
beautiful  stands  of  timber  with  aspen 
groves  in  the  valleys.  View  of  10,000 
foot  peaks  just  off  the  ranch  make  a 
backdrop  second  to  none  in  the  state. 
Priced  to  sell  at  $430  per  acre. 

Contact  Exclusive  Agents  for  the 
Sellers. 

Hall  &  Hall,  Inc., 

P.O.  Box  1924, 
Billings,  MT  59103. 
(406)  252-2155. 


REAL  ESTATE  FOR  SALE 

30  offices  ...  45  states!  30,000  listings  on 
amputer,  16,000  under  $50,000!  Free 
rintouts  and  regional  catalogs! 

UNITED  FARM  AGENCY 

612-Y  W.  47th  Street 

Kansas  City,  MO  64112 

-800-821-2599;  in  MO  1-800-892-5785 

MISCELLANEOUS  FOR  SALE 

GENUINE  GEMSTONES  AND 
JEWELRY 

Free  wholesale  catalog 

Satisfaction  guaranteed! 

Member  Jewelers  Board  of  Trade 

Chamber  of  Commerce 

HOUSE  OF  ONYX 

No.  1  MAIN  ST. 

GREENVILLE.  KENTUCKY  42345 

TOLL  FREE  SERVICE  1-800-626-8352 

SITUATION  WANTED 


PROBLEM-SOLVER/DOER 

Experienced  steel-hand-in- velvet-glove , 
broad  R&D  proj/mgt,  motivator  right/left 
brain  people,  computer  s/w  design,  govt 
exec  br  and  congress/rltns  +  US/foreign 
bottom  line.  For  the  president  who  needs 
a  get-it-done/assistant/trouble-shooter/ 
friend/confidant.  Consider  contract  or 
Salary,  U.S.  or  S.A.  Call  703-836-9136. 


OR  INFORMATION  ON  FORBES 

MARKET  CLASSIFIED 

WRITE  OR  CALL: 

LINDA  LOREN 

FORBES  CLASSIFIED 

60  Fifth  Avenue  New  York.  NY  10011 


"TAX  DEDUCTIONS" 

Non-profit  educational  institution  ap- 
proved by  the  Internal  Revenue  Service 
(Section  501(c)(3))  can  accept  your  "tax 
deduction  donation"  which  usually  is 
more  financially  rewarding  than  a  sale. 
Donations  in  the  past  have  included:  Air- 
crafts,  Yachts,  Antiques,  Properties. 
Motor-Homes,  Livestock.  Stocks  and 
many  others. 

(Appraised  market  value  on  aircraft, 
antiques,  boats  and  yachts,  and  other  per- 
sonal property  items  are  usually  5  to  15 
per  cent  higher  in  the  Southern  California 
Area  than  in  the  other  parts  of  the  U  .S .  A. ). 
For  more  information  please  contact: 
San  Simeon  Museums,  Inc.,  Non-profit 
202  Highway  #1 .  San  Simeon,  CA  93452 
California  Toll  Free:  (800)  592-5909 
All  other  states  please  call  collect: 
(80S)  927-3888 


» 


13,000  BUSINESSES 
FROM  COAST 
TO  COAST 
No  Brokerage  Commission 
nquiries  &  listings  welcome 
BUSINESS  OWNERS 
MULTIPLE  LISTING  SERVICE 

Toll  Free  800-327-9630 
in  Fla  call  305-462-2524 


RIGHT  BUSINESS 

RIGHT  PRICE 
RIGHT  LOCATION 

Businesses  for  sale  by  owners,  all  located 

west  of  the  Mississippi.  Value  priced  and 

owner  financed.  Call  collect  today 

Mr.  Toxie  Thomas 

(303)  630-8188 

AFFILIATED 

BUSINESS  CONSULTANTS 

Box  6339,  Dept  F,  CO  Spgs.,  CO  80934 

No  fee  lo  buyer  involved 


"BRfiNCHISING" 


Proven  techniques  for 
Rapid  Company  Expansion 

and  Market  Dominance! 
229-pg.  Book  29.95 

BONUS:  "42  Sources  For  Raising  Money" 

BRANCHISING, 

271  North  Ave.,  New  Rochelle,  NY  10801 
10-DAY  MONEYBACK  GUARANTEE 


BUSINESS  SERVICES 


KNOCK  THEIR 
SOCKS  OFF 


The  Superteller"  is  a  unique  "all- 
in-one"  self-mailer  that  moves 
people  to  action,  II  combines  a 
FREE  full  color  photo  -  perforated 
reply  card  -  product  information  — 
and  it's  not  hidden  in  an  envelope 
This  revolutionary  concept  will  cut 
your  cost  by  over  50%. 

For  FREE  "All-in-One"  kit 

call  617-893-6616  or  send 

letterhead  &  business  card  to 

Color  Marketing  Concept* 

55  Moody  Street,  Wallham,  MA  02154 
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BE  RECOGNIZED 

In  Boardrooms  and  Club- 
rooms;  By  having  your  com- 
pany name  or  logo  on  a 
quality  product  from 
HAMPTON  HALL,  LTD. 

For  nearly  ten  years 
Hampton  Hall  has  been  a 
leading  supplier  of  tastefully 
designed  ties  and  other 
quality  items  to  Corporations 
and  clubs. 

Please  call  or  write  for  our 
brochure. 

HAMPTON  HALL,  LTD. 

220  Fifth  Avenue 

New  York,  N.Y.  10001 

Suite  903-04 

(212)  685-2440 

(Minimum  order 

150  pieces  per  item) 

Dept.  FB-11 


EXECUTIVE  GIFTS 


YOUR  LOGO  — 

OR  SIGN  IN  FINE  BRONZE.  VERY 
MASSIVE,  WT.  APPROX  40#. 
EXCELLENT  XMAS  GIFT. 
CALL/WRITE  FOR  BROCHURE. 

BRONZE  AGE 

1046  N.  Tustin,  Orange,  CA  92667 
(714)  997-9664 


TRAVEL 


Cruise  beautiful  French  canals 
on  hotelboat!  Superb  French 
cuisine.  Relax  on  sundeck  or 
cycle  alongside  while  floating 
through  Burgundy.  Visit  pictur- 
esque villages  andchateaus.  In- 
dividuals or  charter  group  (max- 
imum-12).  Paris  pickup.  HORI- 
ZON, 215  N  75th,  Belleville,  IL 
62223,  800-851-3448 Hemphill/ 
Harris  Travel.  General  Sales  Agent 


(212)  620-2440 


Forbes:  Capital  istTbol® 


EXECUTIVE  GIFTS 

Captain's 
Chair 

$200  Pair 

Vinyl 

$400  Pair 

Leather 

No  COD 
Brown 
Black 
Garnet 
Navey 
Green 
Saddle 

136  pg^atalog-Home  or  Office 
D. 73, Box  266, ConcordN.C. 28026 
Tel. (704) 
782-0814 
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DISCOUNTS  -  DISCOUNTS 

IBM  PC  64K/  Kbrd  $999-  Tandon  Disc  Drive 

for  PC  $1 89  -  Second  DS-DD  Tandon  disc 

Drive$179.95  - 12"  Monitor  for  PC  $159 

MS  DOS  &  Controller  $179-64K  Mem  $58 

192K  Mem  $149  Hewlett-Packard  41CX  $239 

41CV  $169  -  41C  $149-  HP-12C-15C-16C  $89 

HP-1 1C  59  HP97  $589  -  HP71B  computer  $389 

HP-75D  comp.  $799 —Canon  plain  paper 

copiers  PC  10  $559  -  PC20  $729  -  PC25  $995 

EPSON  printers  RX80  $229  -  FX80  $399 

FX  100  $589  -  IBM  selectric  II  corr.  $739 

Sanyo  128K  computer  550  $695. 

CASIO  WATCHES:  50  models-#87  30  mtr  $15 

#26  50  Mtr  $25-#1000C  200  mtr  $49 

#750  100  Mtr  $39  -  #30  Joggers  $20 

Ladies  #10  50  Mtr  $15  -  #11-50  mtr  $19 

#31W  Analog  50  Mtr  $35. 

Call  us  for  other  items  not  shown 

Express  Sales 

P.O.  Box  74545,  Los  Angeles,  CA  90004 

(800)  421-8045  or  In  CA  (213)  386-6402 

EXECUTIVE  SERVICES 

NABRONNtu       obsoles. 
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Index  of  companies  covered  in  news  stories  and  by  the  columnists 

in  this  issue.  Each  reference  is  to  the  first  page  of  the  story  in  which  the  company  name  appears. 


Advance  Publications 204 

Air  Structures 252 

Alfin  Fragrances 290 

American  Airlines 74 

American  Broadcasting  Cos 38 

American  Express 20,   196 

American  Healthcare  Systems 263 

American  Management  Systems 300 

American  Medical  Services 128 

American  Telephone  &  Telegraph 8 

Apple  Computer 42,  222,  297 

Applied  Biosystems 1 18 

AquaMotion 252 

Arrays 222 

B.T.C.  Diagnostics 202 

Baltimore  &  Ohio  Railroad 280 

Bandag 290 

Bank  of  America 222 

Bayerische  Motoren  Werke  |W.  Germanyl 258 

Beatrice 268 

Becton  Dickinson 118 

Beefsteak  Charlie's 128 

Bergen  Brunswig 276 

Blount 264 

Borden 12 

Robert  Bosch  (W.  Germanyl 232 

Boston  Safe  Deposit  &  Trust 24 

British  Printing  &  Communications  (U.K.) 110 

Brockway 290 

Bull  Group  (France) 229 

Burlington  Northern 280 

Bumham  Service 290 

Cadtec 118 

Cation  Income  Fund 248 

Campbell  Soup  276 

Canada  Development 202 

Canadian  Pacific 280 

Canon  (Japan) 184 

Cargill 259 

Casio  Computer  (Japan] 229 

Caterpillar  Tractor 33 

CBS 38,  176 

Centres  Edouard  Leclerc  (Francel 60 

Cerberonics 300 

Champion  International 17 

Chase  Manhattan 33 

Chemical  New  York 222 

Chick-fil-A 223 

Children's  Television  Workshop 1/6 

Church's  Fried  Chicken 223 

Cipher  Data 290 

CIT  Alcatel  (Francel 74 

CMC  Telemarketing 265 

Coca-Cola 12 

Com/Stat  Systems 297 

Commodity  Systems 297 

Commodore  International 297 

CommTek  196 

ComputerCraft 41 

ComputerLand 41 

Computer  Network .' 300 

Computone  Systems 128 

ConAgra 223 

Conair 128 

CPC  International 12 

Crazy  Eddie 43 

Crop  Genetics  International 118 

CSX 280 

Daimler-Benz  |W  Germanyl 232,  258 

Dart  &  Kraft 259 

Dino  De  Laurentiis 64 

Dennison  Manufacturing 202 

Dermody  Properties 74 

RR.  Donnelley 74 

Walt  Disney  Productions 40 

Diversifoods 128 

Dixon  Ticonderoga 128 

Dominion  Resources 1 14 

Dominion  Securities  Pitfield  |Canada| 263 

Doremus 214 

Drexel  Bumham  Lambert 248,  277 

Duckwell-Alco 290 

F.I.  Du  Pont  de  Nemours 8,   184 

E   itman  Kodak 184 

Eaton  Vance  Funds 284 

Echlin 277 

Jack  Eckerd 43 


EG&G 290 

Entre 41 

Equitable  Life  Assurance 

Society  of  the  United  States 248 

Erie  Lackawanna 280 

Ferranti  (U.K.) 12 

Fiat  (Italy) 258 

Fidelity  Management  &  Research 284 

Financial  Corp  of  America 289 

First  Virginia  Bank 128 

First  Winthrop 100 

Fleet  Holdings  (U.K.) 110 

Ford  Motor 258 

Fuji  Film  (Japan) 184 

Gamco  Investors  277 

Gavilan  Computer 6,  42 

General  Electric 8,  100 

General  Foods 12 

General  Motors 118,  258,  296 

Genetic  Systems 118 

Gordon  Securities  (Canada) 263 

W.L.  Gore  &  Associates 12 

Grey  Advertising 290 

Halifax  Engineering 300 

Halston 268 

HCWOiI&Gas 248 

Hechinger 128 

Henson  Associates 176 

Hershey  Foods 12 

Hewlett-Packard 42,  240 

Hi-Shear  Industries  277 

Hoechst  (W.  Germany) 276 

F  Hoffmann-LaRoche/SAPAC  (Switzerland) 202 

Holly  Farms  Poultry  Industries 223 

Horn  &  Hardart 223 

Hospital  Corp  of  America 263 

Houston  Boxing  Association 258 

IC  Industries 280 

Immunomedics 118 

Inovatron 229 

Intelmatique  (France) 229 

Intergraph 128 

International  Business 

Machines 6,  33,  41,  184,  202,  210,  222,  244,  299 

International  Game  Technology 74 

Interpublic 290 

Intuit .". 222 

Jackson  National  Life 128 

Johnson  &  Johnson 118 

Kmart...; 174 

Kaufman  &  Broad 248 

Kennington 290 

Kurzweil  Applied  Intelligence 118 

Lambert-Gann 297 

Lehigh  Press 290 

Litigation  Sciences 214 

Lloyd's 10 

Lord  Abbett 284 

Lotus  Development 222 

Lucasfilm 176 

Lynch  Communication  System 74 

MasterCard  International 229 

MCA 64 

McDonald's 223 

MECA 222 

Merck  &  Co 118 

Merrill  Lynch 248 

Metropolitan  Life  Insurance 248 

Micro  Card  Technologies 229 

Midwest  Group  of  Funds 284 

Minolta  (Japan) 224 

Mirror  Group  (U.K.| 110 

Monarch  Capital 248 

Monogram 222 

Morton  Southwest 248 

National  Environmental  Controls 128 

National  Football  League 38 

National  Intergroup  276 

Natural  Resource  Management 248 

Nestle  (Switzerland) 12,  276 

New  Enterprise  Associates 42 

News  (Australia) 110 

Nikon  (Japan! 224 

Nippon  Electric  (Japan) 42 

Nippon  Kokan  KK  (Japan) 276 

Norfolk  Southern 280 

Ogilvy  &  Mather 290 


Ontario  &  Quebec  Railway  (Canada) 280 

Oriole  Homes 248 

Paco  Pools  &  Spas 252 

Paine  Webber 248 

Pardo 297 

J.C.  Penney 74,  268     ] 

Perdue  Farms 223 

Pergamon  Press  (U.K.) 110 

Perrier  (France) 24 

Philips  (Netherlands! 229 

Photronics 128 

Pillsbury 12,  223 

Polaroid 184 

Popeyes  Famous  Fried 

Chicken  &  Biscuits 223 

Porsche  AG  (W.  Germany) 74 

Possis 128 

T.  Rowe  Price  Funds 284 

Procter  &  Gamble 259 

Prudential  Insurance 248,  289 

Publix 10 

Quaker  Oats 259 

Ranks  Hovis  McDougall  (U.K.) 12 

Raymark  277 

Renault  (France) 258 

RevcoD.S 43 

R.J.  Reynolds  Industries 223 

Rite  Aid 43 

Robertson,  Colman  &  Stephens 42 

Rollei  (W  Germany) 224 

L.F.  Rothschild,  Unterberg,  Towbin 276 

S-PDrug 290 

Safeco  Funds 284 

Safeway  Stores 223 

Salomon  (France) 74 

Salomon  Brothers 263 

Schlumberger  (France) 229 

G.D.  Searle  &  Co  276 

Seidler  Amdec  Securities 276 

Seiko  IJapan) 42 

J  &  W.  Seligman 284 

Shearson  Fundamental  Value  Fund 20 

Showtime  196 

Silicon  Glen  Technology 12 

1626  New  York  Associates 

Limited  Partnership 100 

SmartCard  International 229 

Smith  Barney  Venture 42 

Solar  Pool  Structures 252 

Spiegel 74 

Stride  Micro 74 

Stride  Rite 128 

Strong  Funds 284 

Syntex 118 

Syscon 300 

Taft  Entertainment 176 

Tandy 41,  42,  297 

Tektronix 118 

Teledyne  276 

Texaco 40 

Theta-J 118 

Thrifty 74 

Time  Inc  196 

Trans  World  Airlines 20 

Trans-Atlantic  Exploration 60 

TRW 33,   118 

U.S.  Football  League 38 

Union  Carbide 12 

Universal  Leaf  Tobacco 290 

Viacom 196 

Victor  Hasselblad  JSweden) 224 

Video  Theater 10 

Visa  International 229 

VLSI  Technology 118 

Volkswagen  (W.  Germany) 258 

Walgreen 43 

Wang  Laboratories 118 

Warner  Communications  196 

Wegman's 10 

Wells  Fargo  &  Co 222 

Wells  Gardner  Electronics 128 

Wendy's 223 

Wertheim  &  Co 276 

Western  Data  Systems 240 

Williams  Electronics 128 

Winn-Dixie  Stores 10 

Xerox 118,  184,202 
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Flashbacks 


Edited  by  Dero  A.  Saunders 


"The  more  things  change. 
Items  from  past  issues  of  Forbes 

Sixty  years  ago  in  Forbes 

(From  the  issue  of  November  1,  1924) 

"If,  as  generally  expected  by  financial 
and  business  leaders  in  the  East,  Presi- 
dent Coolidge  is  elected,  the  likeli- 
hood is  that  business  will  improve.  At 
least  moderate  recovery  is  regarded  as 
certain.  Sensational  recovery  is  re- 
garded as  a  possibility." 


San  Francisco 's  Bank  of  Italy  (now  Bank 
of  America)  in  1924  tried  rotating  its 
presidents  every  five  years  under  Chair- 
man A.P.  Giannini  (above,  right).  First 
suchprexy  was  James  Bacigalupi  (left) 

"The  U.S.  changes  its  President  every 
four  or  eight  years.  Nearly  all  national 
associations  of  businessmen  and 
bankers  change  presidents  every  year 
or  every  few  years.  Now  comes  one  of 
the  largest  banks  in  the  U.S.,  the  Bank 
of  Italy,  Calif.,  with  the  announce- 
ment that  it  is  establishing  a  system 
for  rotating  its  presidents  every  five 
years.  The  new  president  is  James  A. 
Bacigalupi.  A.P.  Giannini,  founder 
and  upbuilder  of  this  colossal  institu- 
tion, with  its  fourscore  branches  and 
$350  million  resources,  becomes 
chairman  of  the  board  and  plans  to 
serve  in  that  supervisory  capacity 
[with]  successive  presidents.  ..." 

"For  many  years  I  have  expressed  the 
view  that  in  the  long  run  more  money 
is  probably  lost  by  people  who  at- 
tempt to  invest  their  money  conser- 
vatively and  sanely,  but  ignorantly, 
than  is  lost  by  those  who  enter  into 


frank  speculations.  The  loss  of  a  high 
percentage  of  investment  capital  is 
due  to  the  fact  that  proper  consider- 
ation is  not  given  to  the  broad,  funda- 
mental influences  which  are  often  so 
far-reaching  and  so  permanent  in 
their  effects." 

— John  Moody 

"The  Labor  government  has  been  de- 
feated by  a  vote  of  364  to  198  in  the 
[British]  House  of  Commons.  General 
elections  have  been  called  for  Oct.  29. 
The  fall  of  the  Labor  Party  was  the 
result  of  the  suspended  prosecution  of 
James  Ross  Campbell  for  an  article 
published  in  the  Workers'  Weekly,  a 
Communist  paper,  while  acting  as  edi- 
tor. The  article  appeared  on  July  25,  and 
was  alleged  to  have  been  designed  to 
corrupt  the  military  and  naval  forces  of 
the  nation.  Campbell,  a  native-born 
American,  was  arrested  on  a  charge  of 
sedition.  It  is  claimed  the  charge  was 
withdrawn  on  the  sole  responsibility  of 
the  Labor  government." 

Fifty  years  ago 

(From  the  issue  of  November  1,  1934) 

"In  California  they  take  more  time  to 
be  sociable,  to  be  hospitable;  they 
take  more  time  to  play.  Also,  I  find  on 
this  trip,  they  are  more  alive  to  the 
fact  that  the  world  and  America  are  in 
the  throes  of  a  social  metamorphosis. 
Consequently,  they  are  somewhat 
sympathetic  with  President  Roose- 
velt's determination  to  curb  individ- 
ualism, to  enact  so-called  social  legis- 
lation, to  placate  radicalism  by  com- 
plying with  as  many  of  its  demands  as 
possible."  — B.C.  Forbes 

"Speaking  personally  and  not  in  his 
official  capacity,  the  other  day  Henry 
M.  Crane,  technical  assistant  to  the 
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president,  General  Motors  Corp.,  pre- 
dicted gradual  rather  than  sudden, 
radical  changes  in  car  design  in  the 
near  future. 

"A  past  president  of  the  Society  of 
Automotive  Engineers,  Mr.  Crane 
told  a  group  of  fellow  engineers  that 
he  believes  present  transmissions  to 
be  quite  satisfactory  and  that  no  early 
change  to  radical  types  is  indicated." 

Twenty-five  years  ago 

(From  the  issue  of  November  1,  1959) 


The  1935  Auburn  was  advertised  as  look- 
ing like  $3,000  but  costing  only  $695 


Modern  concrete  housing  in  Brazil 

"What  the  cost  picture  shows  on  bal- 
ance is  that  the  cementmakers  are 
able  to  carry  an  astonishing  propor- 
tion of  their  low  sales  volume  down 
to  net.  Last  year  U.S.  manufacturing 
corporations  averaged  about  4  cents 
net  profit  on  the  sales  dollar.  Mean- 
while, the  major  cement  companies 
cleared  more  than  16  cents  from  every 
dollar  of  sales.  That  is  a  margin  no 
other  reasonably  comparable  industry 
can  match." 

"On  Wall  Street,  the  middle  of  last 
month  marked  an  anniversary  no 
broker,  analyst  or  customer's  man 
had  any  desire  to  celebrate.  Exactly 
one  year  before,  the  Federal  Reserve 
Board  had  raised  margin  requirements 
from  70%  of  the  purchase  price  of  a 
common  stock  to  90% .  The  new  rate 
put  the  margin  requirement  at  its 
highest  level  since  1947.  .  .  . 

"One  year  afterwards,  just  how 
much  of  a  dent  has  the  Fed  made  in 
the  market?  The  answer  is:  virtually 
none  at  all." 
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It  is  a  certain  sign  of 
a  wise  government  and 
proceeding  that  it  can 
hold  men's  hearts  by 
hopes  when  it  cannot 
by  satisfaction. 
Francis  Bacon 


It  is  not  what  we  have 
that  will  make  us  a  great 
nation;  it  is  the  way  in 
which  we  use  it. 
Theodore  Roosevelt 


Politicians  are  people  who 
resolve  through  linguistic 
processes  conflicts  that 
would  otherwise  have  to  be 
solved  by  force. 
S.I.  Hayakawa 


Any  doctrine  that  .  .  .  weakens 
personal  responsibility  for 
judgment  and  for  action  .  .  . 
helps  create  the  attitudes 
that  welcome  and  support 
the  totalitarian  state. 
John  Dewey 


Ancient  Rome  declined 
because  it  had  a  Senate; 
now  what's  going  to  happen 
to  us  with  both  a  Senate 
and  a  House? 
Will  Rogers 


I  am  tired  of  hearing  that 
democracy  doesn't  work — it 
isn't  supposed  to  work.  We 
are  supposed  to  work  it. 
Alexander  Woollcott 


Moderation  should  run 
through  the  whole  of 
life.  Moderation  is 
strength,  not  weakness; 
it  implies  self-command 
and  self-control. 
John  Lubbock 


He  was  a  power  politically 
fer  years,  but  he  never 
got  prominent  enough  t'have 
his  speeches  garbled. 
Kin  Hubbard 


Thoughts 

on  the  Business  of  Life 


A  measure  of  self-confidence, 
even  a  large  measure,  is  an 
asset  when  you  are  battling 
to  forge  your  way  to  the  top. 
But  cocksureness  is  a  handicap, 
a  liability.  Have  faith  that 
you  can  win  if  you  put  forth 
the  very  best  that  is  in  you. 
But  recognize  always  that  you 
will  not  win  if  you  don 't. 
B.C.  Forbes 


Fortune,  when  she  caresses  a 
man  too  much,  makes  him  a  fool. 
Publilius  Syrus 


A  cathedral,  a  wave  of  a 
storm,  a  dancer's  leap, 
never  turn  out  to  be  as 
high  as  we  had  hoped. 
Marcel  Proust 


Confidence  imparts  a  wonderful 
inspiration  to  its  possessor. 
John  Milton 


The  greatest  fool  is  he 
who  thinks  he  is  not  one 
and  all  others  are. 
Baltasar  Gracian 


Confidence  is  that  feeling 
by  which  the  mind  embarks 
on  great  and  honorable 
courses  with  a  sure  hope 
and  trust  in  itself. 
Cicero 


More  than  6,000  "Thoughts,"  indexed  by 
author  and  subject,  are  available  in  a  two- 
volume  boxed  set  at  $24.95.  A  one-volume 
edition  of  over  3,000  "Thoughts,"  $14.95. 
Send  check  and  order  to:  Forbes  Inc.,  60 
Fifth  Ave.,  New  York,  N.Y.  10011.  Add  sales 
tax  on  New  York  State  orders  and  other 
states  where  applicable. 


The  primal  principle  of 
democracy  is  the  worth  and 
dignity  of  the  individual. 
Edward  Bellamy 


Practical  politics 
consists  in  ignoring  facts. 
Henry  Adams 


The  less  government  interferes 
with  private  pursuits,  the 
better  for  general  prosperity. 
Martin  Van  Buren 


Governments  exist  to  protect 

the  rights  of  minorities. 

The  loved  and  the  rich  need  no 

protection — they  have 

many  friends  and  few  enemies. 

Wendell  Phillips 


A  Text . . . 

Confidence  in  an  unfaithful 
man  in  time  of  trouble  is 
like  a  broken  tooth,  and 
a  foot  out  of  joint. 
Proverbs  25:19 


Sent  in  by  Joe  Franks,  Greenville,  S.C. 
What's  your  favorite  text?  The  Forbes  Scrap- 
book  of  Thoughts  on  the  Business  of  Life  is 
presented  to  senders  of  texts  used. 


I  would  not  give  half  a 
guinea  to  live  under  one 
form  of  government  rather 
than  another.  It  is  of  no 
moment  to  the  happiness 
of  an  individual. 
Samuel  Johnson 


Candidates  who  straddle 
important  issues  are 
taken  for  a  ride. 
Arnold  Glasow 


A  man  may  be  sharper  than 
another,  but  not  than  all  others. 
La  Rochefoucauld 
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820  08317 


"jheJfyas  fiave  always  carried their pride 


to  extremes. 


—HENRI  AND  REMI KRUG 


Brothers  Henri  and  Remi  Krug  proudly  continue  their 
family  tradition  of  five  generations  in  creating  their 
exquisite  Champagne  Krug.  Bom  in  small,  handmade 
oak  casks,  Krug  is  carefully  developed  to  produce  its 
hallmark  style  and  unique  personality  You  will  find  it 
utterly  delightful  —  a  dramatic  balance  of  complexity 
and  subtlety,  and  a  tasteful  tribute  to  such  a  grand 
family  obsession. 
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IMPORTED  FROM  FRANCE  <^  IN  LIMITED  QUANTITIES. 
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ROWN  BOVERI 


Double 
the  power  o 
your  energy  dollar. 
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Fuel  is  expensive.  So  why  not  burn  it  once  and 
se  it  twice  to  generate  power  plus  process 
earn? 

It's  called  cogeneration  and  it  offers  a  proven 
nd  economical  method  to  increase  your  cor- 
orate  earnings. 

A  cogeneration  plant  can  use  a  combination 
f  gas  and  steam  turbines  to  produce  not  only 
lectrical  power  but  also  process  steam  for  use 

industrial  processes  or  public  district  heating 
/stems.  And  it  does  all  this  economically,  with 
lei  utilization  rates  of  up  to  85%. 

The  key  to  success  in  cogeneration?  Brown 
Dveri's  highly  reliable  steam  turbine  generators 
nd  our  unique  "building  block"  approach  that 
ustomizes  the  system  to  your  specific  power 
9eds. 

Cogeneration  is  one  more  example  of  Brown 
Dveri's  commitment  to  technical  excellence 
nd  advanced  engineering. 

Turn  to  Brown  Boveri  as  a  competent,  depend- 
ble,  worldwide  partner  for  your  electric  power 
eeds. 


>r  information  on  cogeneration  systems  and  financial  assistance 
intact  any  one  of  our  more  than  40  offices  in  principal  U.S.  cities  or 
ite=  BBC  Brown  Boveri,  Inc.,  Dept.  PG,  1460  Livingston  Avenue,  North 
unswick,  NJ  08902. 


How  to  put  on  4,800  pound 
and  still 


Roomy  Ford  vans  can  pack 
almost  21/2  tons  of  payload— one 
reason  why  they're  No.  1  in  sales* 

To  move  the  cargo,  they  now 
offer  high-output  V-8's  plus  the 
biggest  Six  and  diesel  engines. 


barrel  carb1\..and  27% 
more  horsepower  than 
Chevy  can  offer  you. 

Strong  body-on-frame. 
Ford's  out-front 
design  means  extra  driv- 
ing and  walk-through 


Here's  where  you 
find  the  power,  room, 
and  capacity  that's  miss- 
ing in  today's  small 
minivans. 

The  fact  is,  no  other 
vans,  big  or  small,  give 
you  as  much 
payload 


capacity  as 

Ford-up 

to  4,835   g 

lb.  Or 

match  the 

usable 

loadspace  of 

Ford  van  models  from 


shorty  to  Super  Van. 
Most  powerful  vans 

And  Ford  provides 
the  power  you  need  to 
move  that  load.  Power  for 
quick  response,  easy 
hauling,  maximum  work 
output. 

You  get  a  choice  of 
five  engines,  from 

biggest  standard  Six 

f'-M'ffl  to  the  biggest  v-Q  in 

any  van.  Included: 
husky  6.9L  diesel,  the 
most  powerful  in  its 
class.  Plus  Ford's  5.8L 
High  Output  V-8  with  4- 


room.  And  exclusive 
body-on-frame  construc- 
tion gives  the  whole  van 
extra  strength.  That's  one 
reason  why  you  can 
equip  Ford  vans  to  tow 
up  to  10,000  lb. -much 
more  than  Chevy  or 
Dodge. 


If  you're  looking  ft 
a  combination  of  tough 
build,  big  capacity  and 
high  power,  Ford's  your 
answer.  For  a  business 
van.  Or  for  a  luxury  var 
conversion. 

Quality  is  Job  1. 

This  isn't  just  a 
phrase.  It's  a  commit- 
ment to  total  quality, 
which  begins  with  the 
design  and  engineering 
of  our  trucks  and  con 
tinues  through  the  life  c 
the  product.  And  the 
commitment  continues 
for  1985.  Ford  is  deter- 
mined to  build  the  fine: 
trucks  in  the  world. 

Lifetime  Service 
Guarantee. 


As  part  of  Ford 
Motor  Company's  comt 
mitment  to  your  total 
satisfaction,  participate 
Ford  Dealers  stand 
behind  their  work,  in 
writing,  with  a  Lifetime  I 
Service  Guarantee.  No 
other  car  companies' 
dealers,  foreign  or 
domestic,  offer  this  kin 
of  security.  Nobody  Se 
your  participating  Ford 
Dealer  for  details. 

*Based  on  latest  available  registratior 

t  Optional;  not  available  in  California  I 

with  manual  transmission. 
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The  editorial  index  of  companies  referred  to 
in  this  issue  is  on  page  378. 

Companies 

41     Paramount  Video 

"We  suddenly  realized,"  says  Mel  Harris,  "that  this  was  a 
retail  business."  Translation:  How  do  we  price  this  stuff? 

44     Gulf  Canada  Ltd. 

It  owns  a  stake  in  two  of  the  most  exciting  oil  finds  in 
North  America.  So  why  is  its  owner  so  restrained? 

62    Stelco  Inc. 

A  "mistake"  that  may  be  salvation. 

66     LTV  Corp. 

The  Army  feep  became  one  of  the  most  popular  civilian 
cars  of  all  time.  So  why  not  its  replacement? 

226    Transamerica  Corp. 

If  everyone  is  rushing  into  financial  services,  says  fim 
Harvey,  it  just  means  that  everyone  wants  to  be  where  he 
already  is. 

232     National  Semiconductor 

They  used  to  consider  it  a  compliment  to  be  called  "the 
animals  of  Silicon  Valley."  No  more. 

238     Club  Med,  Inc. 

Mature  now,  and  tapping  the  public  for  funds. 

242    Volvo 

Nobody  ever  accused  Pehr  Gyllenhammar  of  thinking 
small.  But  this  is  a  big  step,  even  for  him. 


266     The  Up  &  Comers 

Minnetonka,  Inc.;  Shelby  Williams  Industries;  Falcon 
Communications,-  Advanced  Cardiovascular  Systems. 

286     Gerber 

Wall  Street  never  liked  its  flinty  independence  anyway. 
Now  it's  taken  vengeance  for  those  glass  slivers. 

Wall  Street 

46     Slimming  Down 

A  nifty  way  for  a  bank  to  get  smaller. 

54     Reverse  Stock  Splits 

When  a  giant  does  it,  there's  a  fuss.  But  it  happens  all  the 
time  in  small  companies. 

60    "It's  Either  A  Great  Buy  Or  A  Great  Short  Sale" 

Every  problem,  of  course,  is  somebody's  opportunity. 

70     Fool's  Oil 

Meet  Michael  Minson.  His  is  not  just  another  story  about 
a  fishy  oil  tax  shelter. 

84     Special  Report:  What  The  Analysts  Think 

Wall  Street  earnings  projections  for  1,000  corporations. 

207     Cover  Story:  Mike  Milken  And  Friends 

How  Drexel  Burnham  Lambert's  West  Coast  whiz  kid 
helps  some  of  America's  biggest  dealmakers  buy  and  sell 
each  other's  "high-yield"  paper. 

246     Numbers  Game 

Don't  rush  in  without  knowing  the  secret  code. 


Departments 

Money  &  Investments 

^     What's  Ahead  For 

Columnists                            » 

6     Side  Lines 

363     Ben  Weberman 

8    Trends 

Business 

364     Susan  Lee 

12     Follow-Through 

34     The  Forbes  Index 

366    David  Dreman 

16    Readers  Say 

347    The  Forbes /Wilshire 

368     Ann  C.  Brown 

23     Fact  and  Comment 

5000  Review 

370    Thomas  P.  Murphy 

26    Other  Comments 

372     Stanley  W.  Angrist 

31     Fact  and  Comment  II 

374     Srully  Blotnick 

379    Flashbacks 

376    Ashby  Bladen 

380    Thoughts 
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350    Streetwalker 

Lone  Star  Steel;  Kansas  City  Southern;  Household  Inter- 
national; Ceco;  Textron;  Mesa  Offshore  Trust. 

356     The  Funds:  Survive! 

Congress  did  its  best  to  kill  the  so-called  tax-managed 
funds.  But  some  of  them  intend  to  live  on. 

358     The  Money  Men:  Basil  Vasiliou 

Junk  bonds,  you  say?  How  about  junk  loans? 

Government 

39     The  Deficit 

Why  can't  the  government  calculate  it  correctly? 

56    Industrial  Development  Bonds 

Ah,  the  free  market.  Congress  tried  to  put  a  cap  on  the 
growth  of  IDBs — and  wound  up  creating  a  new  market. 

229    As  I  See  It:  Peter  Navarro 

If  the  poor  need  money,  give  it  to  them,  says  the  author  of 
The  Policy  Game.  Don't  strangle  industry. 

International 

42    Australia:  This  Is  A  Labor  Leader? 

Prime  Minister  Robert  Hawke  is  a  former  socialist  and 
union  leader.  But  if  he's  a  leftist,  so  is  Ronald  Reagan. 

258     China:  A  Foothold  For  Capitalism 

A  report  from  one  of  che  People's  Republic's  four  new 
Special  Economic  Zones. 


Taxing  Matters 


250     Capturing  The  Captives 

Captive  insurers  have  long  been  on  the  IRS'  "most  want- 
ed" list.  But  they  keep  getting  away.  Also:  Adam  Smith 
lightens  the  load. 


On  The  Docket 


262     The  Academic  Solution 

As  a  way  of  settling  trade-secret  disputes,  arbitration  by  a 
technical  expert  seems  to  make  sense.  There's  just  one 
little  problem:  Lawyers  like  litigation. 


Marketing 


288     Hard  Rock  Marketing 

Is  this  any  way  to  run  a  restaurant?  So  far  it  is.  Also:  The 
electronic  coupon. 


Technology 


298     Modeling  Molecules 

The  computer  helps  with  a  job  that  can  confound  even 
the  brightest  scientist.  Also:  AIDS;  burn  treatment;  the 
"Lotus  aftermarket";  the  computer  as  poet. 


Personal  Affairs 


316     Careers:  The  M.B.A.  Mills 

Every  year,  thousands  of  newly  minted  Masters  of  Busi- 
ness Administration  get  a  rude  shock.  Also:  Taxes — a 
year-end  checklist. 


Faces  Behind  the  Figures 


334  Archie  McGill,  Rothschild  Ventures 

334  Robert  Crandall,  American  Airlines 

336  Garth  Marston,  Provident  Institution  for  Savings 

338  Jack  Telnack,  Ford  Motor 

338  Don  DeLaRossa,  Chrysler 

339  Hulki  Aldikacti,  General  Motors 
343  Jim  Busby,  QMS,  Inc 

345  Jerry  Pearlman,  Zenith  Electronics 


November  19,  1984  Volume  134  Number  12  Forbes  (ISSN  0015  6914)  is 
published  biweekly,  except  weekly  during  two  weeKS  in  April  and  two  weeks  in 
October,  by  Forbes  Inc.,  60  Fifth  Ave.,  New  York,  N.Y.  10011.  Second-class  postage 
paid  at  New  York,  NY.  and  at  additional  mailing  offices  Subscription  $39  a  year, 
U.vA.  Postmaster  Send  address  changes  to  Forbes,  60  Fifth  Ave.,  New  York,  N.Y 
1 00 1 1  Copyright  i  1984  Forbes  Inc.  Title  is  protected  through  a  trademark  registra- 
tion in  the  U.S.  Patent  Office, 

Forbes  does  not  supply  back  issues  or  copies  of  individual  articles  nor  can  it  provide 
information  on  the  contents  of  earlier  issues.  Photocopies  may  be  ordered  from 
University  Microfilms  International,  300  N.  Zeeb  Road,  Ann  Arbor,  Mich  48106 
The  full  text  of  each  issue  of  Forbes  is  also  available  electronically  on  Nexis 
Abstracts  of  selected  articles  or  issues  are  available  on  the  New  York  Times 
Infobank  [through  Nexis),  Dialog  and  Dow  [ones  News/Retrieval.  Information  on 
the  contents  of  issues  can  be  found  in  Readers'  Guide  to  Periodical  Literature  or 
gu  Periodicals  Index,  both  published  by  the  H.W.  Wilson  Co.  and  found  in 

most  libraries 

Cover  illustration  by:  Robert  Grossman 


FORRES  NnvFMBEP  !9,  1984 


Forbes 


Side  Lines 


Editor 

James  W.  Michaels 


Managing  Editor 

Sheldon  Zalaznick 


Assistant  Managing  Editors 
lames  Flanigan,  Jerry  Flint,  Paul  Sturm 
Executive  Editors:  James  Cook,  Jefferson  Grigsby 
Special  Reports  Editor:  Geoffrey  Smith 
Economics  Editor:  Ben  Weberman 
Art  Director:  Everett  Halvorsen 

Senior  Editors:  Ruth  M.  Gruenberg,  Howard  Rudnitsky,  John  A.  Conway, 
William  G.  Flanagan,  Thomas  OTJonnell,  Stephen  Kindel,  Harold  Seneker, 
John  Merwin,  Allan  Sloan,  Jean  A.  Briggs,  Susan  Lee,  William  Baldwin, 
Subrata  N.  Chakravarty 

Contributing  Editors:  Richard  Phalon,  Clothield  Spencer,  Dero  A.  Saunders, 
Richard  Greene 

Associate  Editors:  Donald  E.  Zipperer,  Carol  E.  Curtis,  Betty  Franklin, 
Steve  Kichen,  Paul  B.  Brown,  Pamela  Sherrid,  John  A.  Byrne 
Staff  Writers:  Jeffrey  A.  Trachtenberg,  Ellen  Benoit,  Thomas  )affe, 
Howard  Gold,  Lisa  Gubernick,  Jack  Willoughby,  Gary  Slutsker 
Reporters:  Barbara  Rudolph,  Laura  R.  Walbert,  Alyssa  A.  Lappen, 
Robert  Teitelman,  Jill  Andresky,  Laura  Saunders,  Robert  McGough, 
Christine  Donahue 

Senior  Reporter-Researchers:  Janet  Bamford,  Deputy  Chief; 
Richard  Behar,  Merrill  Vaughn 

Reporter-Researchers:  Christopher  Power,  Jane  Sasseen,  Anne  McGrath, 
Francesca  Lunzer,  Jinny  St.  Goar,  John  Heins,  Jeff  Bloch,  Maria  Fisher, 
Leslie  Pittel,  Barbara  Kallen,  Ruth  Simon,  Peter  Newcomb,  Kelly 
Walker,  Mary  Kuntz,  Matthew  Schifrin,  Richard  Morais,  David  Henry, 
Catherine  Yang,  John  Hayes 

Washington  Bureau:  Howard  Banks,  Manager;  Allan  Dodds  Frank, 
Cristina  von  Zeppelin 

West  Coast  Bureau:  Lawrence  Minard,  Manager;  Kathleen  K.  Wiegner,  Alex 
Ben  Block,  Andrew  Tanzer,  Ellen  Paris,  Roger  Neal, 
Anne  Bagamery  |San  Francisco) 

Southwestern  Bureau:  Tom  Mack,  Robert  H.  Bork  Jr.,  Jessica  Greenbaum 
Midwestern  Bureau:  Barry  Stavro,  Manager;  Katharine  L.  Blood 
European  Bureau:  Marcia  Berss,  Manager;  Rosemary  Brady 
Columnists:  Stanley  W.  Angrist,  Srully  Blotnick,  Thomas  P.  Murphy, 
Richard  B.  Hoey,  David  Dreman,  Ashby  Bladen,  Ann  C.  Brown 
Art  Department:  Roger  Zapke,  Ronda  Kass,  Robert  Mansfield,  Associate  Art 
Directors;  Andrew  Christie,  Charts;  Amy  Horton,  Alexandra  Gregson, 
Photo  Editors;  Jessica  De  Witt,  Photo  Research 
Copy  Desk:  Marlene  Mandel  Deputy  Chief; 
Gila  a  M.  Roberts,  Dolores  Aksel,  Leopold  A  Froehlich, 
Deborah  Markson-Katz,  Eugene  P.  Ber&  Carol  Ferrari,  Hugo  Moreno; 
Barbara  Souza,  Robert  G.  Burks,  Timothy  Hailand,  Louis  Rossiello 
Proofreaders:  Dolores  Guilhot,  Chief; 

Arthur  Abramowitz,  Deputy:  David  J.  Fleischmann,  Susan  R.  Goldberg, 
Lynne  Tillman,  Charles  J.  Ober,  James  Neu 
Library:  Dolores  A.  Lataniotis,  Chief;  Clarita  Jones,  Assistant; 
Susan  Dietrich,  David  Bernstein,  Research;  Santiago  Alvarado, 
Queenie  Flake,  Gloria  Katz,  Rose  Millar 

Statistics:  Donald  E.  Popp,  Editor;  Ann  C  Oliver,  Associate  Editor; 
Robert  Martinelli,  Melody  Wagstaff,  Brian  D.  Watman 
Director  of  Production:  John  J.  Romeo;  Robert  M.  Rosengarten 
Edward  B.  Morgan,  Peter  Althoff,  Joseph  De  Gray,  Lucille  Landi, 
Jane  E.  Hartnett,  Assistants 
Advertising  Production:  Patricia  Deckelnick 
Director  of  Photocomposition:  James  Cianelli; 
Karen  Heuler,  Assistant;  Mark  Decker,  Johnnie  English,  Arthur  Petz 

Chairman  and  Editor-in-Chief 

Malcolm  S.  Forbes 


President  and  Deputy  Editor-in-Chief 

Malcolm  S.  Forbes  Jr. 


Publisher 

James  J.  Dunn 


Executive  Vice  President 
Leonard  H.  Yablon 


Vice  President-Associate  Publisher:  Christopher  Forbes 

Vice  President-Administration:  Scott  R.  Yablon 

Vice  President-Finance:  Seymour  Fried 

Vice  President-Controller:  Joel  B.  Redler     , 

Vice  President-Treasurer:  Leonard  Greenberg 

Director  of  Advertising:  Stephen  G.  Nicoll 

Director  of  Corporate  Communications:  Wm.  Donald  Carson 

Director  of  Circulation:  John  M  Thornton 

Director  EDP:  Jerome  Hoffman 

Director  MIS:  Neal  Squitieri 

Advertising  Representatives: 

New  York:  Donald  W.  MacDonald,  Eastern  Manager; 

George  C.  Clissold,  Consumer  Adv.  Manager; 

G.  Croft  Henry,  Financial  Adv.  Manager; 

Jeffrey  M.  Cunningham,~Manager,  Agency  Relations;  Richard  Calkins, 

Thomas  G.  Petersen,  Ellen  S.  Dweck,  Joan  E.  van  Diepen,  John  H.  Reock 

Arnold  |.  Prives,  Director  Special  Projects 

Margaret  A  Monsor,  Codirector,  Special  Projects 

William  M.  Hilton  Jr.,  Codirector,  Special  Projects 

James  W  LaCingnola,  Dir.,  Int'l.  Adv.,  The  Americas,  Asia,  Pacific 

Boston:  Nick  Carter,  Manager 

Atlanta:  Charles  S.  Thorn  Jr.,  Manager 

Chicago:  James  H.  Mallon,  Midwest  Manager; 

William  J.  Powers  )r.,  David  C.  Nordhoff 

Philadelphia:  lames  B.  Norton,  Manager 

Dallas:  Fred  H.  Wellington,  Manager 

Detroit:  Don  Dane,  Manager;  Barbara  Boyle 

Los  Angeles:  Jen  Johnson,  Manager 

San  Francisco:  Richard  W.  Reynolds,  West  Coast  Manager; 

Courtney  Compton,  Manager 

London:  Peter  M.  Schoff,  Director,  Int'l.  Adv. 

Corp.  Report  Updates:  Sarah  Madison 

Classified:  Linda  Loren 

PAID  CIRCULATION  OVER  715,000 
FOUNDED  1917  BY  B.C.  FORBES  (1880-1954] 


Making  it 

Robert  Linton's  Drexel  Burnham  Lambert  ranks  only  11th  in 
capital  resources  among  the  big  U.S.  investment  houses,  but  it 
is  one  of  the  most  profitable — an  all  but  certain  survivor  in  the 
shakeout  that  seems  to  be  developing  on  Wall  Street.  But  a  good 
Forbes  story  is  about  the  "how"  as  much  as  the  "what,"  and  our 
cover  story  probes  the  reasons  for  Drexel's  success.  It  rests  in 
good  part  on  dominance  in  the  burgeoning  market  for  high-yield 
bonds.  Meet  Michael  Milken,  whose  M.B.A.  thesis  led  Drexel 
into  this  formerly  neglected  business.  Learn  why  one  of  our 
favorite  businessmen  calls  Milken  "the  most  successful  Wall 
Street  operator  in  the  last  decade."  At  38,  he's  well  on  his  way  to 
becoming  a  centimillionaire. 

This  wasn't  an  easy  story  to  piece  together.  Milken  would 
talk  to  us  only  in  generalities;  the  specifics  of  his  operation  we 
had  to  discover  on  our  own.  We  put  a  top  team  on  the  case: 
Senior  Editors  Allan  Sloan  and  Howard  Rudnitsky  and  Report- 
er-Researcher Jinny  St.  Goar.  They  talked  with  Milken,  his 
associates  and  customers.  But  for  the  real  story  they  delved  hour 
after  hour  through  obscure  documents.  Says  Sloan:  "We  exam- 
ined dozens  of  documents,  all  of  them  public  records  but  most 
of  them  difficult  to  obtain  and  interpret:  insurance  company 
annual  statements — long,  laboriously  detailed  reports  filed  with! 
state  regulators;  exhibits  to  10-K  annual  reports,  which  revealed 
the  identity  of  the  purchasers  of  privately  placed  securities;  13Di 
and  13G  forms  that  are  filed  when  holders  accumulate  signifi- 
cant positions  in  individual  stocks;  and  dozens  of  prospectuses' 
of  Drexel-underwritten  paper."  Our  reporters  discovered  some 
surprising  patterns.  Pardon  a  bit  of  bragging:  In  my  opinion,  thisi 
is  a  brilliant  piece  of  detective  work.  Congratulations,  Howard,. 
Allan,  Jinny.  Story  starts  on  page  207. 

Volvo's  hedge 

What's  good  for  oil  is  bad  for  autos  and  vice  versa:  High-priced' 
gasoline  scares  buyers;  cheap  gas  sends  them  back  to  the  show-* 
rooms.  At  Sweden's  Volvo  a  colorful  and  imaginative  boss,  Pehri 
Gyllenhammar,  has  found  a  novel  way  of  hedging  the  situation.! 
So  far  the  hedging  has  cost  Volvo  a  bundle,  but  Gyllenhamman 
is  not  the  kind  who  thinks  short  range.  The  story,  by  Marcia; 
Berss,  our  European  Bureau  Manager,  begins  on  page  242. 

Which  way  will  China  go? 

In  its  early  days  the  Bolshevik  revolution  in  Russia  vacillated' 
between  rigid  control  of  the  economy  at  some  periods  and  a 
degree  of  freedom  for  peasants  and  small  entrepreneurs  at  otheic 
times.  Finally,  under  Stalin,  Russia  went  the  totalitarian  routes 
and  has  remained  there  for  six  decades.  The  Chinese  Commu-i 
nists  have  shown  similar  changeability.  Mao  decreed  a  thou- 
sand flowers  should  bloom  but  later  loosed  his  Red  Guards  on1 
bourgeois  elements  that  budded.  Now,  under  the  pragmatici 
Deng  Xiaoping,  China  is  moving  again  toward  encouraging 
initiative  and  productivity  at  the  expense  of  communist  egali- 
tarianism.  Will  China  stay  on  this  relatively  liberal  path  or 
regress  to  sterile  rigidity?  Nobody  knows,  but,  starting  on  page 
258,  our  Andrew  Tanzer  describes  a  Chinese  economic  experi- 
ment that  would  be  unthinkable  in  the  Soviet  Union. 
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If  you  stay  at  Glen  House  on  f 
Scotland's  River  Tweed,  you 

won't  need  a  room  key  When  \ 
he  laird,Thomas  Renwick,  says  <,    ^ 

if  s  your  home  away  from  home, 
ie  means  it.  You  may  rest  assured. 
"  ^  The  good  things  in 
life  stay  that  way. 
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Trends 


Edited  by  John  A.  Conway 


A  battle  over  S&Ls 

Traditionally,  the  Federal  Home  Loan 
Bank  Board  has  discouraged  takeover 
bids  for  S&Ls  that  changed  from  mu- 
tual to  stock  ownership,  ruling  that 
no  one  could  hold  more  than  10%  of  a 
thrift's  stock  during  the  first  three 
years  of  public  ownership  without  the 
board's  blessing.  To  raise  investor  in- 
terest and  new  capital  for  hard- 
pressed  thrifts  during  the  high-inter- 
est years  of  1981  and  1982,  former 
FHLBB  Chairman  Richard  Pratt  cut 
the  limit  to  one  year.  When  Edwin 
Gray  took  over  last  year,  the  board 
flipped  back  to  three  years.  Now,  the 
Justice  Department,  in  the  name  of 
free  markets  and  shareholders'  rights, 
wants  the  board  to  move  permanently 
to  the  one-year  limit.  Justice  argues 
that  three  years  deprives  stockholders 
of  their  chance  to  reap  takeover  prof- 
its and  denies  bidders  opportunities, 
while  leaving  thrift  managers  in  cozy 
security.'  The  board  retorts  that  this  is 
exactly  the  point.  Managers,  it  argues, 
need  time  to  get  their  companies  go- 
ing without  dealing  with  takeover 
bids,  and  bidders  should  not  be  able  to 
get  at  a  thrift's  new  capital  before  it  is 
even  invested. 

A  fund  for  thee 

A  British  insurance  company  is 
launching  a  mutual  fund  that  should 
rate  high  in  purity,  if  not  perfor- 
mance. The  Friends'  Provident  Life 
Office,  founded  more  than  150  years 
ago  "on  Quaker  principles,"  is  now 
raising  capital  for  a  new  fund  called 
the  Stewardship  Unit  Trust.  It  vows 
not  to  invest  in  any  U.K.  company 
with  interests  in  armaments,  gam- 
bling, tobacco,  alcohol  or  South  Afri- 
ca. The  fund  says  it  will  also"  investi- 
gate a  company's  practices  in  areas 
such  as  pollution  control  and  employ- 
ment. For  guidance,  Stewardship's 
managers  will  look  to  a  committee 
representing  religious  groups,  chari- 
ties and  the  like.  The  slogan  for  the 
capital-raising  campaign:  "Put  your 
money  where  your  principles  are." 

Driving  by  fingertip 

Detroit's  engineers  are  now  going  af- 
ter dashboard  knobs.  Buick  has  100 
Riviera  models  road-testing  a  new 
cathode-ray  tube  that  uses  a  micro- 
processor to  consolidate  controls  for 
air-conditioning,  heat,  clock-calendar 
and  radio  tuning.  When  perfected,  a 
Buick  engineer  says,  the  system  will 


replace  between  80  and  90  manual 
switches.  (Lights,  windshield  wipers 
and  defroster  controls  will  be  sepa- 
rate.) The  idea  involves  a  5-inch  TV- 
like  screen  that  will  display  "pages" 
for  the  various  functions.  A  mem- 
brane switch  on  the  screen  will  allow 
selections  to  be  made  by  touching  it 
with  a  finger.  The  new  device  will,  if 
all  goes  well,  appear  on  the  1986  Riv- 
ieras.  By  the  1990s  the  engineers  hope 
to  incorporate  into  the  system  road 
maps,  navigation  (via  satellite  hook- 
up) and  even  the  owner's  manual. 

Why  fight  it? 

Retailers  say  employee  theft  is  on  the 
rise,  but  most  of  them  seem  to  think 
they  have  already  lost  the  battle.  In  a 
survey  of  more  than  400  retailers  na- 
tionwide, the  American  Hardware 
Mutual  Insurance  Co.  of  Minneapolis 
found  that  80%  of  store  owners  think 
their  employees  are  more  likely  to 
steal  than  ten  years  ago,  and  that  35% 
have  actually  caught  workers  stealing 
in  the  last  five  years.  But  eight  out  of 
nine  times  the  employee  escapes 
without  criminal  prosecution,  and 
most  retailers  do  not  take  even  basic 
steps  to  prevent  employee  theft.  Some 
64%  of  those  surveyed  said  employ- 
ees may  steal  because  they  do  not 
consider  it  "really  stealing." 

Buy  here,  rent  there 

The  latest  in  department  store  cus- 
tomer lures  has  shown  up  at  Wood- 
ward &.  Lothrop  in  Washington,  D.C. 
This  one  is  a  free,  computerized, 
apartment-rental  referral  service. 
Woodies  is  offering  discounts  on  se- 
lected merchandise  to  customers  who 
elect  to  rent  through  a  service  called 
Quixsearch  Apartment  Rental  Cen- 
ters. Owners  who  list  apartments  are 
charged  a  brokerage  fee  of  50%  of  the 
first  monthly  rent  on  a  successful 
lease,  compared  with  the  standard  full 
month's  rent. 

Bricks  and  mortar 

The  U.S.  is  in  the  midst  of  its  longest 
construction  boom  ever  and  it  will 
continue,  says  Chicago's  Real  Estate 
Research  Corp.  in  its  annual  forecast. 
After  surveying  88  of  the  nation's 
leading  real  estate  investors,  lenders, 
developers  and  syndicators,  RERC 
found  that  78%  expect  1985  to  be  a 
good  year  to  invest  in  real  estate.  To- 
tal mortgage  debt  has  increased  125% 
in  the  last  eight  years,  despite  the 
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Construction  on  a  high 

Will  the  boom  keep  booming? 

recession  of  the  early  Eighties,  anc 
real  estate  cash  flow  beat  stock  divi  i 
dends  by  nearly  2-to-l  during  thaii 
time,  it  says.  In  commercial  real  es I 
tate,  although  vacancy  rates  will  con-i 
tinue  high,  the  survey  predicts  con-i 
tinuing  construction  of  offices,  ho<i 
tels,  retail  centers  and  business  parks - 
On  the  housing  front,  it  expects  ani 
active  market  in  multifamily  rentai 
units.  The  reasons:  Vacancy  rates  ar<r 
low,  yet  1.5  million  households  arc 
formed  each  year,  most  of  them  by 
young  people  who  cannot  afforc> 
houses.  Also,  the  elderly  generally!! 
prefer  rentals,  and  their  numbers  am 
growing.  Another  reason  investors  fa 
vor  rental  units,  the  survey  says,  in 
the  prospect  of  condo  or  cooperativf 
conversions,  which  offer  them  a  safe 
ty  net. 


The  broker's  lament 

A  deficit-minded  Congress  has  put  ; 
crimp  in  the  time-honored  real  estati 
practice  ift  which  sellers  often  offeree 
mortgages  below  bank  rates.  The  dif 
ference  was  added  to  the  sales  price 
and  thus  became  capital  gains  to  th< 
seller  rather  than  ordinary  income 
Congress  changed  all  that  by  dictatinj 
the  interest  rates  allowed  on  owne 
financing.  When  this  takes  effect  nex 
July,  homes,  ranches  and  farms  wil 
be  exempt.  But  owners  financinj 
commercial  property  worth  under  $^ 
million  must  charge  at  least  9%;  oj 
bigger  deals,  Uncle  Sam  will  requirt 
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higher  minimums,  pegged  to  the  T 
bill  rate,  and  the  penalties  for  not 
charging  them  will  be  steep.  Aside 
from  shrinking  the  tax  break,  the  real 
estate  industry  argues  that  the  mea- 
sure also  cuts  property  values,  and 
wants  it  revoked.  Congress  has  al- 
ready compromised  once,  with  a 
move  that  will  cost  $400  million  in 
tax  revenues  over  the  next  three 
years.  Legislators  may  not  be  willing 
to  compromise  again,  since  a  total 
repeal  would  cut  revenues  by  another 
$2.6  billion,  according  to  the  Senate 
Finance  Committee. 

Drinks,  drugs  and  driving 

Alcohol  is  number  one,  but  it  isn't  the 
only  drug  responsible  for  highway 
deaths,  says  a  sobering  new  report  by 
the  Insurance  Institute  for  Highway 
Safety.  A  study  of  440  young  men 
killed  in  auto  crashes  in  four  Califor- 
nia counties  in  1982  and  1983  found 


and  -stabilized  apartments,  most  of 
them  in  New  York  City,  few  if  any 
developers  are  building  rental  units, 
although  demand  is  insatiable.  But  if 
legislators  will  not  end  controls,  per- 
haps landlords  can.  Witness  Gerald 
Guterman,  a  New  York  City  real  es- 
tate man  who  has  turned  16,000 
apartments  into  cooperatives  in  eight 
years,  more  than  two-thirds  of  them 
in  greater  New  York.  When  "nonevic- 
tion"  co-ops  became  the  rule  two 
years  ago,  Guterman  had  a  problem. 
Suddenly,  only  45%  of  his  tenants 
were  buying  (they  couldn't  be  evict- 
ed), down  from  95%,  and  he  had  4,000 
rent-stabilized  apartments  to  carry. 
So  he  has  been  selling  them  to  outsid- 
ers at  steep  discounts.  An  occupied 
studio  apartment  near  Gramercy  Park 
goes  for  $60,653,  for  instance;  vacant, 
it  runs  $101,088.  As  incentives,  he 
offers  12%  adjustable-rate  financing 
and  pays  the  maintenance  fee  for 
three  years,  while  the  buyer  collects 
rent  from  the  holdout  tenant.  Buyers 
get  tax  and  interest  writeoffs,  plus 
depreciation,  though  they  also  own  a 
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that  nearly  half  the  drivers  had  two  or 
more  drugs  in  their  blood  at  the  time 
of  the  accident  and  81%  had  one  or 
more.  Alcohol  showed  up  in  70%, 
marijuana  in  37%  and  cocaine  in 
11%.  In  all,  25  different  drugs  were 
found  in  the  blood  of  the  dead  drivers, 
who  ranged  in  age  from  15  to  34.  Driv- 
ers who  had  taken  two  or  more  drugs 
were  responsible  for  96%  of  their  acci- 
dents, says  the  institute. 

Absentee  landlords 

Since  New  York  put  rent  controls  on 
apartments  in  the  Forties,  landlords 
have  been  battling  to  kill  them.  With 
more  than  1.1  million  rent-controlled 
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stabilized  rental  unit  for  God  knows 
how  long.  But,  since  hope  springs 
eternal,  people  are  buying.  "I  provide 
a  service  and  I  make  a  nice  living  at 
it,"  Guterman  says. 

Labor's  many  marriages 

Shrinking  membership  and  falling 
dues  income  keep  fanning  the  urge  to 
merge  among  labor  unions,  according 
to  the  government's  Monthly  Labor  Re- 
view. Eighty-six  union  mergers  have 
taken  place  since  the  melding  of  the 
American  Federation  of  Labor  and  the 
Congress  of  Industrial  Organizations 
into  the  AFL-CIO  in  1955.  About  30 
took  effect  between   1979  and  last 


spring.  There  were  only  20  between 
1955  and  1965,  the  report  says,  and 
the  pace  remained  slow  until  1968. 
But  by  1972  there  had  been  another  19 
and  the  number  increased  again  in 
1979.  The  largest  union  marriage  ever 
was  between  the  Amalgamated  Meat 
Cutters  &  Butcher  Workmen  of 
North  America,  who  joined  with  the 
Retail  Clerks  International  to  form 
the  United  Food  &  Commercial 
Workers  International  Union,  now 
1.3  million  strong.  Five  mergers  took 
place  this  year,  and  the  trend  is  likely 
to  continue.  "Merger  is  perhaps  the 
most  efficient  method  for  a  labor  orga- 
nization to  increase  membership  and 
financial  resources,"  the  Review  says. 

Here  come  the  Russians 

With  everyone  on  earth  shooting  for 
the  Western  automobile  market  (the 
Yugoslavs  are  the  latest),  the  Soviet 
Union  will  probably  spend  about  $13 
billion  in  its  next  five-year  plan  to 
expand  and  modernize  its  production  i 
lines.  Porsche,  Fiat  and  Renault  will 
sell  the  technology  and  equipment  for 
the  new  Russian  models.  This  fore- 
cast comes  from  Automotive  News,  De- 
troit's bible,  after  a  visit  to  the 
U.S.S.R.  by  its  European  editor.  But 
even  an  expanded  Soviet  industry 
should  pose  no  major  threat  to  West- 
ern Europe's  carmakers.  The  Russians 
sell  only  about  100,000  cars  a  year  in 
that  market  now,  about  a  fourth  of 
them  in  France  and  another  fifth  in 
Britain.  But  they  think  they  may  do 
better  with  a  new  heavy  truck  that 
goes  into  production  in  another  year 
or  two. 

A  master's  in  telephones 

AT&T's  breakup  and  the  rush  of  new 
technologies  have  created  a  host  of 
possibilities  in  telecommunica- 
tions— and  plenty  of  confusion.  New 
York's  Polytechnic  Institute  is  ad- 
dressing the  latter  with  a  new  two- 
year  Master  of  Science  degree  in  tele- 
communications management  this 
fall.  There  are  31  students  signed  up 
for  the  16-hour-per-alternate-week, 
$4,050-a-ye"ar  program.  More  than 
half  are  employees  of  Nynex  (the  new 
combination  of  the  New  York  and 
New  England  telephone  companies) 
and  AT&T,  says  Bernard  Bulkin, 
Poly's  vice  president  for  research. 
Others  represented  include  IBM, 
Xerox,  Grumman  and  Goldman, 
Sachs.  The  degree  candidates  will 
take  up,  among  other  subjects,  items 
such  as  least-cost  routing,  communi- 
cations reliability  and  security. 
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The  white  man's  burden 

The  conquering  white  man  gave  the 
Indians  state-size  stretches  of  land, 
but  only  what  he  thought  was  too 
wet,  too  dry,  too  barren  or  too  remote 
to  use.  Now,  with  growing  shortages 
of  so  many  resources,  the  272  federal- 
ly recognized  Indian  reservations  con- 
stitute one  of  the  largest  and  least- 
known  mineral  repositories  on  the 
continent — nearly  5%  of  U.S.  oil  and 
gas,  33%  of  its  strippable  low-sulfur 
coal,  50%  of  its  privately  owned  ura- 
nium (Forbes,  Nov.  9,  1981).  The 
tribes  also  control  44  million  acres  of 
range  land,  13  million  acres  of  forest 
and  1.2  million  acres  of  crop  lands. 

Three  years  ago  most  tribes  were 
split  between  those  who  favored  de- 
velopment and  traditionalists  who 
opposed  it.  But  the  developers  were 
gaining.  Several  tribes  had  renegotiat- 
ed ancient  contracts  to  increase  royal- 
ties for  coal,  copper,  molybdenum  and 
other  minerals.  Others  began  charg- 
ing for  use  of  their  land.  The  Flatheads 
of  Montana  have  now  added  to  the  list 
by  negotiating  a  50-year  joint  license 
with  the  Montana  Power  Co.  to  run  a 
180-megawatt  hydroelectric  plant. 

The  Kerr  Dam  was  built  in  1930  on 
land  held  in  trust  for  the  Flathead 
confederation's  Sahsh  and  Kootenai 
tribes;  half  of  the  Flathead  Lake  reser- 
voir is  on  tribal  land.  The  first  50-year 
operating  license  went  to  Rocky 
Mountain  Power  and  later  to  MPC. 
Then,  in  1976,  MPC  and  the  tribes 
applied  for  a  new  license.  The  Flat- 


Flathead  leaders  at  their  dam  site 
Coming  into  their  own. 
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heads  argued  the  license  had  beer 
promised  to  them;  MPC  denied  it. 

If  Washington  approves  the  settle 
ment,  MPC  will  keep  its  license  for  3C 
years  but  pay  the  tribes  $9  million  i 
year,  plus  adjustments  for  inflation 
In  2014  the  Flatheads  will  buy  th( 
dam  back  for  about  $12  million.  "In 
dians  used  to  be  passive  landowners,' 
says  Washington  attorney  Fostei 
DeReitzes,  who  worked  on  the  case 
"but  now  the  tribe  has  the  chance  tc 
take  control  of  its  resources."  Mem 
bers  agree.  "This  gives  us  some  secu- 
rity for  the  future,"  says  a  tribal  coun 
cil  member,  noting  that  federal  funds 
for  6,100  Flatheads  dropped  30%,  to 
$14  million  a  year,  since  1980. 

Gimme  shelter 

Four  years  ago  California  tax  shekel 
promoter  Ronald  E.  West  and  his  Dal- 
las-based partner,  G.  Charles  Cole, 
were  among  the  nation's  largest  tax 
shelter  syndicators,  with  pilots,  doc- 
tors, football  players  and  top  busi- 
nessmen as  customers.  The  attraction 
was  all  but  a  promise  of  tax  writeoffs  \ 
of  at  least  $2.25  for  every  $1  invested 
West  and  Cole  raised  about  $65  mil- 
lion from  perhaps  4,000  investors  in 
less  than  four  years  (Forbes,  Mar.  17' 
1980).  But  by  late  1979  the  Securities 
&.  Exchange  Commission  was  investi- 
gating, and  the  IRS  got  interested,  too. 

West  and  Cole's  deals  were  com- 
plex. "There  aren't  three  people  whc 
sell  Ron's  deal  who  understand  it,' 
one  salesman  told  Forbes.  "And  nc 
investors  understand  it."  The  "invest-t 
ment  partnerships"  were  limited  part- 
ners in  "project  partnerships,"  which 
in  turn  owned  the  projects.  The  gener- 
al partners  were  West  and  Cole,  one  oi 
their  companies  or  an  outside  associ-' 
ate.  Limited  partners  put  up  money/ 
general  partners  invested  expertise. 

Investors  in  more  than  12  partner- 
ships were  told  their  money  had  gone 
into  properties,  but  the  money  never  i 
did.  The  evidence  pointed  to  fraud, 
but  who  had  defrauded  whom? 

Last  mcfrith  West,  Cole  and  one  of 
their  general  partners,  disbarred 
Houston  attorney  Ralph  Freedson, 
were  indicted  on  23  counts  of  tax 
fraud  in  Dallas.  U.S.  attorneys  charge 
that  in  1977  and  1978  they  allegedly 
conspired  to  impede  collection  of 
taxes  from  about  805  limited  partners 
and  claimed  at  least  $18  million  of 
false  losses  for  them.  They  also  alleg- 
edly claimed  their  partnerships 
owned  properties  that  they  did  not, 
falsely  reported  construction  and  op- 
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□  1  year  $36  □  3  years  $72  |the 
equivalent  of  one  year  free|.  Canadian 
orders,  1  year  $50,  3  years  $104.  Or- 
ders for  other  countries  add  $25  a  year 
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erating  expenses  and  inflated  operat- 
ing expenses  through  self-dealing. 

Cole  and  Freedson  pleaded  not 
guilty  to  all  charges.  Their  bail  was 
set  at  $50,000  each,  and  they  were 
both  released  on  their  own  recogni- 
zance. West  has  apparently  fled  the 
country,  and  a  warrant  for  his  arrest 
has  been  issued. 

"I  was  terribly  saddened  and 
shocked,"  Freedson  says,  adding  that 
he  is  "innocent  of  all  charges"  and  has 
not  dealt  with  West  or  Cole  for  "sev- 
eral years."  Attorney  Louis  Bender  of 
New  York,  who  represents  West  and 
Cole,  refused  to  comment;  neither  of 
his  clients  could  be  reached.  Trial  has 
been  set  for  Dec.  17. 


Hollywood  on  the  Pecos 

The  wide-open  spaces  of  Texas — and 
its  nonunion  crews — caught  Holly- 
wood's eye  more  than  three  years  ago, 
and  features  ranging  from  Benji  to 
Tender  Mercies  were  shot  there 
(Forbes,  May 25, 1981).  By  1982  Dallas 
had  a  $25  million,  25-acre  film  and 
video  production  plant,  built  by  Texas 
developer  Trammell  Crow. 

Now  Texas  will  top  that  with  what 
is  billed  as  the  world's  largest  special- 
effects  soundstage,  in  Houston.  The 
new  Kamric/Cinergy  Futuronics  Stu- 
dio will  be  a  $30  million,  10-acre  fa- 
cility, with  a  3.2-acre  domed  sound- 
stage  for  feature-length  movies,  TV 
features  and  commercials.  Its  draw:  a 
patent-pending  system,  Futuronics. 

Developed  by  special-effects  wiz- 
ards Wally  Gentleman  and  John  Eppo- 
lito  (Gentleman  worked  on  Stanley 
Kubrick's  2001),  Futuronics  can  cre- 
ate a  three-dimensional  set  from  a 
picture  or  painting.  A  film  of,  say,  the 
South  Pole  could  be  brought  to  the 
studio,  where  cast  and  crew  would 
film  the  action.  The  savings  in  trans- 
porting those  actors  and  technicians, 
the  promoters  say,  will  be  Texas-size. 

Aside  from  the  Futuronics  inven- 
tors, the  players  include  Houston- 
based  Cinergy  Corp.,  headed  by  a  Hol- 
lywood director  and  his  sister,  a  one- 
time securities  broker  who  manages 
Phoenix  Pipeline.  It  will  handle  con- 
struction and  leasing.  Bankrolling  the 
venture  is  a  mysterious  Denver-based 
outfit  called  Kamric  Investments. 
Who  are  they?  Even  Kamric's  public 
relations  firm  won't  say. 

The  studio  should  open  next  year 
but  has  no  films  booked  yet.  In  fact, 
the  studios  in  Dallas  are  still  in  the 
red.  But  Texans  still  think  big. 
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Replace  your  old  calculators  with 
I  ion  calculators  this  year,  and  you 
/never  do  it  again. 

Not  because  you  won't  want  to. 

But  because  you  probably  won't 
le  to  for  years  to  come. 

Why  are  we  so  sure? 

e  proof  is  in  the  pounding. 

Twenty  years  of  it  to  be  exact.  You 
!,  that's  how  long  we've  been  making 
fessional  calculators.  And  every 
;'s  been  built  to  last.  From  one 
leration  of  employees  to  the  next. 

Which  is  why  so  many  of  our 
stomers  continue  to  rely  on  Canon 
3ulators  as  their  companies  grow. 

So  if  you're  looking  for  calculators 
t  are  most  likely  to  stick  by  you 
jugh  thick  and  thin,  it's  time  you 
ked  into  ours. 

generation  of  improvements. 

Today's  Canon  calculators  are 
ek.  They're  simple  to  use  so  they  save 


time.  And  they're  made  of  components  so 
reliable  and  durable,  they  could  save  you 
a  lot  of  headaches  in  the  long  run. 

Six  models. 

We  keep  improving  them  too.  Our 
10-digit  models  print  out  in  red  as  well  as 
black.  To  aid  proofing. 

And  our  12-digit  printers  are  faster 
than  ever.  So  you  can  compute  as  fast  as 
your  nimble  fingers  like. 

Altogether  these  six  calculators 
give  you  guite  a  choice.  Whether  you  need 
a  basic  calculator  or  a  full-featured  one. 
Have  little  to  spend  or  can  afford  a  bit 
more.  One's  precisely  right  for  you. 

Comfortably  accurate  too. 

All  Canon  professional  calculators 
are  designed  for  human  comfort.  With 
angled  keyboards  and  keys  that  are 
weighed  and  contoured  for  error-free 
operation.  All  of  which  may  make  your 
present  and  future  employees  hold  up 
as  long  as  our  calculators. 


So  why  not  call  us  toll-free  now. 
1-800-323-1717  Ext.  303  (In  Illinois,  call 
1-800-942-8881,  Ext.  303).  Find  out 
more  about  our  latest  generation  of 
professional  calculators.  We're  sure  you'll 
find  they'll  stand  up  to  the  biggest  test  of 
all.  Time.  * 


CP1218D 


Other  CP  models  include; 

CP1208D  CP1208/CP1018D,  CP1008D.  CP1008 

Where  quality  is  the  constant  factor. 

Canon 

ELECTRONIC  CALCULATORS 

Canon  U.S.A..  Inc..  One  Canon  Plaza  Lake  Success  NY  11042 


Our  Professional  Calculators 

will  be  waiting  for 

your  next  generation  of  employees. 


©  1984  Canon  US  A  .  Inc 


I^jjhy  so  many  gracious 

extra  touches? 
Because  we've  been 
expecting  you 


-Four 
Seasons 

Hotels 

United  States 

New  York  (The  Pierre) 
Chicago  (The  Ritz-Carlton) 

Dallas  •Houston 

Philadelphia  •  San  Antonio 

San  Francisco  (Gift) 

Seattle  (Olympic) 

Washington,  DC 

1985  — Boston 

Canada 

Montreal  •  Toronto  •  Ottawa 

Belleville 'Calgary 

Edmonton  'Vancouver 

Inn  on  the  Park 

Houston  •  London  •  Toronto 

Call  your  Travel  Agent 


Readers  Say 


The  400 

Sir:  I  have  neglected  my  work,  stom- 
ach and  wife  in  order  to  absorb  in 
detail  your  special  issue  on  the  400 
richest  Americans  (Oct.  1).  The  experi- 
ence was  worth  it  and  all  is  forgiven. 
— Charlie  Young 
Silver  Spring,  Md. 

Sir:  A  complete  waste  of  paper  and  ink. 
— Eugene  D.  Wagner 
Janesiille,  Wis. 

Sir:  At  24  years  old,  I  am  starting  my 
own  business.  I  find  the  400  issue  an 
inspiration. 
— Barrel  I  Perry 
Staten  Island,  NY. 

Sir:  Devoting  an  edition  to  this  sub- 
ject has  no  more  meaning  for  the  aver- 
age businessman  than  a  list  of  the  400 
Brazilians  with  the  biggest  feet. 
— Robert  Friedman 
St.  Louis,  Mo. 

Sir:  Amway  and  Marion  Labs  started 
business  in  basements,  Mars  Candies 
started  in  their  own  kitchen,  Hewlett 
and  Packard,  Robert  Petersen  and 
Kyupin  Hwang  all  started  in  their  ga- 
rages. But  that  was  before  the  zoning 
laws  took  over.  Now  just  let  anyone 
attempt  such  doings  and  the  neigh- 
bors would  get  restraining  orders  from 
the  local  zoning  board. 
— -Jim  Whitney 
Nashua,  N.H. 


We're  not  monkeys 

Sir:  I  reprimand  your  art  department 
and  challenge  them  to  sit  down  with 
one  of  us  financial  planners  to  see  if 
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we  are  any  more  of  a  monkey  than 
they  are  (Cover,  Oct.  8). 
— Donald  O.  Bloedow,  CFP 
Edina,  Minn. 

Sir:  The  cover  is  certainly  worth  more 
than  1,000  words. 
— O.A.  Wilkerson 
Montgomery,  Ala. 

Sir:  Using  a  monkey  to  characterize 
the  emerging  financial  planning  pro- 
fession crosses  all  boundaries  of  good 
taste  and  judgment. 

The  International  Association  for 
Financial  Planning  has  adopted  and 
maintained  a  rather  strict  code  of  pro- 
fessional ethics.  Last  year  the  IAFP 
established  The  Registry  of  Financial 
Planning  Practitioners,  an  effort  to  de- 
fine standards  of  practice  for  financial 
planners.  To  be  accepted,  a  person 
must  meet  certain  minimum  educa- 
tional requirements,  have  practiced  a 
six-step  financial  planning  process  for 
at  least  three  years,  pass  a  rigorous 
Practice  Knowledge  Examination, 
maintain  a  30-hour  annual  continu- 
ing education  requirement  and  pass 
peer  scrutiny. 
— Hubert  L.  Harris 
Executive  Director, 

Intl.  Association  for  Financial  Planning 
Atlanta,  Ga. 

Sir:  While  the  industry  is  in  need  of 
regulation  and  unscrupulous  practi- 
tioners unfortunately  exist,  many  fi- 
nancial planners  offer  professional 
service.  Your  article,  unlike  many  I 
have  read  over  the  years,  effectively 
communicated  that  point. 
— Wade  J.  Webster 
President. 

W.J.  Webster  Planners,  Inc. 
Timonium,  Md. 


Helping  Habitat 

Sir:  Rosalynn  and  I  appreciated  read- 
ing the  fine  remarks  (Fact  and  Com- 
ment, Oct.  8)  about  our  efforts  [con- 
cerning Habitat  for  Humanity]. 
— -Jimmy  Carter 
Plains,  Ga. 


Malcolm  S.  Cosell 

Sir:  Days  before  General  Westmore- 
land's libel  suit  against  60  Minutes 
goes  to  trial,  you  express  pleased  won- 
der about  the  number  one  rating  of 
this  CBS  TV  program  (Fact  and  Com- 
ment, Oct.  22).  Shame  on  you. 
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bw  with  MicroStar  services  your  choices 
are  as  endless  as  your  potential. 


Choices.  They're  essential  because  every  business  faces  unique  treasury 
management  challenges.  Now  MicroStar  services  offer  the  solutions  that  can 
help  you  meet  those  challenges.  And  free  you  to  explore  the  opportunities 
that  can  help  your  business  prosper. 

With  more  than  ten  affordable  packages  to  choose  from,  MicroStar 
services  help  you  accumulate  and  organize  your  treasury  management  infor- 
mation— then  act  on  your  decisions  quickly,  efficiently,  and  electronically. 
You  can  choose  exactly  the  products  your  business  needs  today.  Then  add 
to  those  products  as  your  needs  grow.  And  we're  continuing  to  develop 
innovations  that  will  meet  your  future  needs. 

Bank  of  America,  the  leader  in  micro  treasury  services,  has  installed  and 
supported  more  micro  treasury  systems  in  more  industries  across  the 
country.  We've  gained  a  user-friendly  expertise  that  not  only  describes  our 
products,  but  our  consultants,  our  regional  training  teams  and  our  service 
staff,  as  well. 

For  more  information  on  the  wide  range  of  MicroStar  services,  call  your 
Bank  of  America  account  officer  or  the  Bank  of  America  office  nearest  you. 
And  get  one  step  closer  to  your  potential. 

Look  to  the  Leader." 


Bank  of  America 


CONSTELLATION 
MANHATTAN 


You're  looking  at  the  Omega  Manhattan.  The  finest  Swiss  quartz 
chronometer  money  can  buy. 

Water-resistant  to  100  feet.  In  stainless  steel, 
stainless  steel  and  14K  gold,  18K  gold,  18K  gold  and  diamonds. 

The  entire  Constellation  Manhattan  Collection  is 
available  in  men's  and  women's  sizes,  only  at  the  most  exclusive  jewelers.  From  $995. 

For  the  name  of  your  nearest  dealer,  write  Omega  Watch  Corporation, 
Omega  Building,  301  East  57th  Street,  New  York,  New  York  10022. 


Readers  Say 


I  wouldn't  think  of  canceling  my 
subscription  and  missing  the  Howard 
Cosell  of  magazine  editors. 
— W.W.  Logan  Jr. 
Tampa,  Fla. 


Ridiculous  reaction 

Sir:  I  cannot  believe  the  number  ol 
people  that  have  written  in  to  cancel 
their  subscriptions.  This  latest  deluge 
of  comments  regarding  President  Rea- 
gan's radio  remarks  on  bombing  the 
Russians  is  ridiculous.  I  will  get  busy 
with  my  friends  and  see  that  you  get 
at  least  two  subscriptions  to  replace 
Mr.  Hacker's  and  Mr.  Mickelson's. 
— -Jack  E.  Ferguson 
Richmond,  Mo. 


Not  US 

Sir:  Citibank  did  not  participate  in 
the  $20  million  loan  to  the  now-bank- 
rupt Taiwan  firm  Paolung  Paper,  as 
stated  in  "Not  for  widows  and  or- 
phans" (June  4). 
— Frederick  C.  Copeland  Jr. 
Country  Corporate  Officer, 
Citibank 
Taipei,  Taiwan 


Antigrowth  crusade? 

Sir:  The  real  problem  with  Proposi- 
tion 36   ("Howard  Jarvis'  new  cru-J 
sade,"  Sept.  14)  is  not  that  it  restricts' 
taxes  but  that  it  requires  a  two-thirds 
vote  on  electricity  and  water  rates 
along  with  other  vital  user  fees  for 
services  business  depends  on.  This  is 
nothing  but  a  moratorium  on  growth 
for  the  state  of  California. 
— John  T  Hay 
President, 

California  Chamber  of  Commerce 
Sacramento,  Calif 


,  We  did  it 

Sir:  Re  "What's  in  a  name?"  (Faces 
Behind  the  Figures,  July  2).  Neither  Mr. 
Leeds  nor  Manhattan  Industries,  Inc. 
played  any  role  in  the  substantive  ne- 
gotiations with  Levi  Strauss,  Inc.  My 
own   company,    Perry  Ellis   Interna- 
tional, Inc.,  negotiated  my  arrange- 
ment with  Levi  Strauss. 
— Perry  Ellis 
Perry  Ellis  International 
Neu>  York,  N.Y. 
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Now  keeping  up 

with  the  Jones 
is  as  easy  as 

XML 


XMI,  as  you  probably  know,  is  the 
trading  symbol  for  options  based  on 
our  Major  Market  Index. 

What  you  may  not  know  is  that 
when  we  created  our  Major  Market 
Index,  we  designed  it  specifically  to 
track  major  blue  chip  industrials.  (In 
fact,  15  major  industrial  corporations 
are  found  in  both  the  Dow  Jones 
Industrial  Average  and  the  Major 
Market  Index.) 

So,  you  see,  an  option  based  on  our 
Index  is  an  excellent  way  to  track  the 
blue  chip  market.  And  an  easy  way  to 
play  the  major  market  swings. 

What's  more,  when  you  consider 
that  our  Major  Market  Index  has  had 


a  97%  correlation  with  the  D.J. I. A. 
since  1981,  it  makes  keeping  up  with 
the  Jones  easy,  too. 

It's  all  part  of  our  not-so-secret 
plan  to  make  our  Major  Market  Index 
Option  the  most  attractive  option 
you  can  trade.  On  any  exchange. 

Of  course,  index  options,  like  all  in- 
vestments, involve  risks.  Up  to  the  full 
amount  of  the  premium  paid  for  puts 
or  calls  may  be  lost  in  a  brief  period  if 
the  investor  is  wrong. 

For  a  discussion  of  the  uses  and 
risks  of  index  options,  ask  your  bro- 
ker or  the  Amex  for  basic  options 
and  index  options  disclosure 
documents. 


97%  correlation  with  the  Dow  Jones  Industrial  Average* 

Our  Major  Market  Index  is  designed  to  track  major  blue  chip  industrials.  Intact,  15  major  industrial  corporations 
are  found  in  both  the  Dow  Jones  Industrial  Average  and  the  Major  Market  Index. 

Here  is  a  complete  list  of  stocks  making  up  our  Index:  American  Express;  AT&T;  Chevron;  Coca-Cola;  Dow 
Chemical;  Du  Pont;  Eastman  Kodak;  Exxon;  General  Electric;  General  Motors;  IBM;  International  Paper;  Johnson 
&  Johnson;  Merck  &  Co.;  Minnesota  Mining  &  Mfg  ;  Mobil;  Philip  Morris;  Procter  &  Gamble;  Sears  Roebuck; 
and  U.S.  Steel. 

•January  1981-June  1984 
There  can  be  no  assurance  that  this  degree  of  correlation  will  continue  in  the  future 


AMEX 

American 
Stock  Exchange 


86  Trinitv  Place 

New  York.  New  York  10006 


American  Slock  Exchange  1984 
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IT'S  NOT  JUST  A  VIDEO  MONITOR.  IT'S  A  HIGH-PERFORMANCE  TELEVISION  RECEIVER. 


Video  monitors  that  are  just  video  monitors  are 
less  than  complete.  Introducing  the  first  and 

only  video  monitor  that  is  also  a  Full  i z — 

Spectrum  television  receiver.  Due  to  L. ....  — 


living  room.  What's  more,  RCA's  Video  Monitors 

come  complete  with  built-in  stereo  broadcast 

I  receiver  and  speakers  for  an  unsur- 

f-TDi  iii/ii  passed  video  experience.  (Stereo 


remarkable  developments  in  audio  F^1-1-  »•}«-!  mjrvi  sound  dependent  on  TV  broadcast 


and  video  technology,  our  high  per- 1  I 
formance  monitors  for  1985  are  the  first  consumer 
monitor/receivers  to  process  100%  of  the  audio/ 
video  signal.  All  the  color,  all  the  sound,  all  the 
time.  Bringing  all  the  magic  of  life  right  into  your 


I  signal.)  Some  RCA  Monitors,  like  the 

one  above,  actually  fit  25  inches  of  picture  (mea- 
sured diagonally)  in  about  the  space  of  a  19-inch 
set.  And,  last  but  not  least,  all  of  RCA's  16  ColorTrak 
2000's  for  1985  are,  in  fact,  Video  Monitors. 
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JACKS  IN  THE  BACK  DELIVER  A  BETTER  PERFORMANCE  UP  FRONT.  QUICKLY,  EASILY,  EFFICIENTLY 

The  story  behind  RCA's  Video  Monitor  helps  you    .connections  than  complicated  wire  hookups. 


get  the  most  trom  today's  video  products.  As 
many  as  29  rear  input-output  jacks  allow  you  to 
bypass  the  set's  antenna  circuitry  and  plug  RCA 
and  other  video  and  audio  components  directly 
into  the  chassis.  The  result  is  a  cleaner,  sharper 
picture  from  video  components.  Sound,  too,  is 
dramatically  improved  because  audio  jacks* 
permit  direct  hookup  to  stereo  systems. 
Giving  you  cleaner,  easier,  more  efficient 


rn-n 


And,  with  RCA's  exclusive  Digital  Command 
Center,  you  can  run  the  whole  show  from  across 
the  room,  switching  from  broadcast  to  VCR  view- 
ing. See  the  full  array  of  RCA's  multi-featured 
monitors  at  your  RCA  dealer.  Or,  for  more  informa- 
tion and  a  free  copy  of  our  "Living  with  Video" 
book  (a  $2.50  retail  value),  write:  RCA  Consumer 

Electronics,  Dept.  32-31 2BB,  P.O.  Box  7036, 

Indianapolis,  IN  46207-7036. 


TECHNOLOGY  THAT  EXCITES  THE  SENSES. 


"Selected  models. 


make  an  Amsterdam  Connection?'! 


wlfes.  And  this  time  it's  aVfolvo!" 


Pick  up  your  Win»On'The'Way  sweepstakes  entry  and  rules  at 
any  KLM  check-in  counter  to  see  what  prize  or  gift  you  can  get. 
To  claim  your  prize,  or  gift,  all  you  have  to  do  is  fly  Royal  Class 
or  Business  Class  on  KLM  to  Amsterdam  and  make  a  same-day 
connection  at  Schiphol  Airport. 

The  Amsterdam  Connection  means 


fast,  easy  connections  to  over  100 
cities  in  Europe,  the  Middle  East,  Far 
East  and  Africa. 

KLM  also  offers  A*Advantage® 
miles  to  Amsterdam  plus  a  bonus  of 
triple  mileage  beyond. 

And  now,  every  time  you  make  a 
connection  you  collect  a  prize  or  gift 
courtesy  of  the  Holland  Promotion 
Foundation  with  KLM's  Win-On-The 
Way  Sweepstakes. 

You  may  win  one  of  these  prizes: 
•  2  luxurious,  fully -equipped  Volvo  760 


GLE's  valued  at  $23,350  each. 

•  5  holidays  for  two— fly  KLM  Royal 
Class  for  a  luxurious  week  in 
Holland,  value  $6,920  each. 

Or  get  one  of  these  gifts: 

•  50  dazzling  diamonds  from  Gassan 
Diamond— $330  value  each. 

•  50  Philips  pocket  dictating  machines 
—$275  value  each. 

•  25  Avis  Car  Rentals  for  a  week— $250 
value  each. 

•  Gift  certificates  worth  approx.  $5.00 
at  Schiphol  Airport 
duty-free  shops. 


When  you  pick  up  your  Sweep 
stakes  entry,  which  includes  official 
rules,  you'll  know  immediately  wh 
prize  or  gift  you  can  get.  There's 
something  for  everyone!  To  collect, 
KLM  Royal  Class  or  Business  Clas 
from  New  York,  Chicago,  Atlanta, 
Houston,  Los  Angeles  or  Anchora- 
Call  your  travel  agent  or  KLM  toda 

A'Advantage.®  is  a  registered  service  mark 
of  American  Airlines,  Inc . 

To  Play:  No  purchase  necessary.  You  must  n 
an  Amsterdam  Connection  to  claim  prize  org 
Void  where  prohibited  Sweepstakes  starts 
October  28,  1984  and  gifts  or  prizes  must  be 
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'With  all  thy  getting  get  understanding' 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


PRESIDENT  REAGAN'S  TUESDAY  WIN  WILL  BE  OF  LANDSLIDE 


iize  for  the  simplest  of  reasons:  He's  on  track  with  what 
nost  of  his  countrymen  want  from  their  government — 
ess  of  it. 

•  Less  federal  regulation/manipulation/strangulation. 

•  Less  in  tax  takes,  not  more. 

•  Our  oldest  President  is  infinitely  better  tuned  into  the 
/earnings  of  today's  young — for  entrepreneurial  elbow- 
room,  a  chance  to  make  a  buck  and  keep  some  of  it. 


•  Most  Americans  agree  with  Reagan  that  the  Reds 
respond  to  muscle,  not  mouth. 

•  The  economy's  reasonably  robust,  with  inflation  dead 
(almost)  in  the  water. 

•  Americans  feel  good  about  their  country,  themselves 
and  their  prospects.  So,  you  know,  it's  not  unreasonable 
that  they  give  Ronald  Reagan  Brownie  points  for  our  Up  in 
spirit  as  well  as  fact. 


*u 


REAGAN,  511  ELECTORAL  VOTES;  FRITZ,  27" 


So  predicted  son  Steve  (Malcolm  Jr.)  Forbes  last  issue. 

He  wrote:  "The  District  of  Columbia  (3  electoral  votes) 
is  the  only  Democratic  sure  thing.  Native  Fritz  should 
triumph  in  Minnesota  (10).  Other  possibilities:  such  tradi- 
tional Democratic  stalwarts  as  Massachusetts  (13),  Rhode 
Island  (4),  West  Virginia  (6),  Hawaii  (4)  and  Maryland  (10). 
Distress  in  the  farm  belt  and  the  lumbering  Northwest 
may  still  enable  Fritz  to  win  in  Washington  (10),  Oregon 
|7),  Iowa  (8),  Wisconsin  (11),  Illinois  (24)  and  Missouri  (11). 
New  York  (36)  is  always  a  possibility  for  a  Democrat. 

"But  the  odds  of  the  Democratic  ticket's  winning  more 
than  a  handful  of  these  states  are  remote.  This  writer  gives 
Mondale  Hawaii  (4),  West  Virginia  (6)  and  Rhode  Island  (4). 


These  plus  D.C.  and  Minnesota  add  up  to  27." 

Do  you  know  anyone  with  a  better  presidential  election 
prediction  track  record  than  his?  In  1980,  while  most  poll- 
sters were  waffling,  Steve  unequivocally  predicted  a  Reagan 
landslide.  He  wrote:  "Reagan  will  whip  Carter.  Reagan,  375 
electoral  votes;  Carter,  163."  Actual  vote:  489  to  49. 

In  1976:  "It'll  be  Carter,  350  to  188."  Actual  vote:  297  to 
240  (1  vote  cast  for  Ronald  Reagan),  with  Steve  getting  43 
out  of  50  states  and  the  District  of  Columbia  right. 

In  1972:  "Nixon,  517;  McGovern,  21."  Actual  vote:  520 
to  17  (1  vote  cast  for  John  Hosper). 

We  can  have  some  fun  checking  his  two-weeks-ago  tally 
with  the  real  thing  Tuesday. 


AROUND  THE  WORLD,  THE  DOLLAR'S  NOW  DUBBED  SUPERDOLLAR 


For  so  many  months  that  they  now  add  up  to  years,  the 
dollar  hasn't  stopped  climbing,  versus  every  other  curren- 
cy in  the  world.  There  appears  to  be  no  "here"  for  where  or 
when  the  U.S.  buck  stops. 

For  months/years,  economists  (and  those  of  us  who 
chide  the  pseudoness  of  that  profession)  have  outlined 
conditions  that  should  cause  the  dollar  to  decline.  One  by 
one,  those  premised  conditions  have  come  and  gone  and 
the  dollar's  simply  gone  on  up. 


The  whole  thing  could  almost  be  termed  silly,  except 
that  it's  a  fact.  And  one  of  mounting  seriousness  to  us 
and  to  the  relatively  free  world  trade  that  is  so  integral 
to  our  economic  muscle,  to  our  global  clout  for  good 
and  order. 
But  there's  now  one  guarantee  the  climb  is  over: 
Nearly  all  the  savants  on  the  subject  are  agreed  the 
dollar's  strength  is  here  to  stay.  That's  the  ultimate  assur- 
ance that  it  isn't. 
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GOING  QUIETLY 


When  Diodes  Inc.'s  Wilbert  Lloyd  died  on  Sept.  5,  not 
a  word  about  its  chairman/president/majority  stock- 
holder's last  breath  was  breathed  by  officials  of  the 
Chatsworth,  Calif.-based  company. 

Until  a  reporter  heard  a  rumor  and  disinterred  the  facts, 
telephone  callers  to  the  dead  chairman  were  told  that 

HERE'S  AN  AD  THAT'S 
A  BETTER  EDITORIAL 

than  most  that  most  of  us  write.  The 
illustration  superbly  illuminates  a 
right-on  point,  made  in  the  first  para- 
graph of  the  copy:  "An  idea  is  a  fragile 
thing.  Turning  it  off  is  much  easier 
than  keeping  it  lit." 


The  nine  individual  captions,  reading  left  to  right,  are: 

I  have  an  idea  "/  "A  word  of  caution  "/  "A  little  too 
radical  "/"I  like  it  myself,  but  '  "We  tried  something 
lust  like  that  once  " /"Let  me  play  devil's  advocate  "I 
"It's  |ust  not  us  "■'  "I  wish  it  were  that  easy  "/"Oh,  it 
was  |ust  an  idea 


"Wilbert  Lloyd  is  out  of  town."  Or  that  he  "wasn't  in." 
Which  might  be  termed  the  understated  Truth  of  the  year. 

The  deceased's  son  (and  company  vice  president)  said 
the  news  of  Daddy's  demise  would  be  definitely  released 
before  the  annual  shareholders'  meeting  of  Sept.  28. 

Have  you  ever  heard  of  anything  so  bizarre? 


t 

f 

_ 

t 

t 

T*Wi*t  **..*»» 

1 

tt  \Aras  just  an  idea.        J"*"11  "*>■*  """o             ,h™  *)ess  a?r"  "™)jse 

ttwn  ke»(w>g  n  In                              iomeOody  halpsfl  tfwn  And 

RESTAURANTS— GO,         ,  STOP 


•  Provechos— 21  West  17th  St.  (Tel:  255-2408).  In  a 
clean-fresh,  near-atmosphereless  decor,  this  place  is  at 
least  a  three-base  hit,  and  maybe  even  a  home  run.  Unusu- 
al Caribbean  cuisine,  but  mostly  better  than  you'll  have 
had  in  the  Caribbean.  Tucked  away  on  nondescript  17th 
Street,  Provechos  is  being  increasingly  found  by  the 
trendies  who  care  about  what  they  eat  and  not  just  where. 
For  a  happy  change,  go. 

Lusardi's— 1494  Second  Ave.  (Tel:  249-2020).  We  find 
the  judgment  of  many  Name  restaurant  critics  quite  errat- 
ic (when  they  disagree  with  us),  but  our  usually  superior 
fellow-FoRBES  eatery  raters  also  have  waxed  enthusiastic 
about  Lusardi's  Italian  menu.  Otherwise,  as  far  as  I'm 
concerned,  the  dot  here  would  be  red. 

•  Chez  Pascal— 151  East  82nd  St.  (Tel:  249-1334).  Abso- 
lutely first-rate.  Classic  French  in  both  cuisine  and  lovely 
brick/wood  setting,  Chez  Pascal  has  a  relaxed  flavor.  Don't 
let  the  neighbors'  informal  attire,  though,  suggest  that  the 
prices  are  any  less  than  the  best. 

•  Inagiku—  111  East  49th  St.  (Tel:  355-0440)— is  in  the 
basement  of  the  Waldorf-Astoria  and  at  the  same  level 
among  Japanese  restaurants.  "Tired,"  is  the  way  Tim 
Forbes  and  Anne  Harrison  summarized  it.  "Tempura  is  a 
specialty  here,  but  it's  less  than  airborne.  Sashimi  is  even 
less  special,  and  beef  tenyaki  is  on  a  par  with  that  at 
Beefsteak  Charlie's." 

An  American  Place — 969  Lexington  Ave.  (Tel:  517- 
7660).  Small  and  very  attractive,  the  Place's  being  so  much 
written  about  and — mostly — praised  that  it's  tough  to  get 
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to  eat  here.  Playing  the  American  note  is  certainly  the  right 
tune  these  days,  but  I'm  not  certain  that  hollandaise  as  the 
dressing  for  steak  fits  the  image.  Nor  does  it  do  all  that  much 
for  bland  swordfish.  The  pepper  bread  is  delicious,  and  much 
else  is  innovative  and  good,  especially  the  service. 

•  Rick's  Lounge— 181  Eighth  Ave.  (Tel:  691-9845).  If  it 
weren't  for  the  piano  and  the  bass,  this  pink  place  would 
be  enough  to  sink  the  Tex-Mex  wave. 

•  Andree's  Mediterranean  Cuisine — 354  East  74th  St. 
(Tel:  249-6619).  When  there  was  that  brief  politically 
popped  cork  over  being  able  to  bring  your  own  wine  to 
unlicensed  restaurants,  this  small  gem  of  scrumptious, 
mixed  Middle  Eastern  specialties  suffered.  Now  you  and  I 
can  get  reservations  there  without  undergoing  the  travails 
of  Michael  Jackson  concert  enthusiasts.  Discover  for  your- 
self a  new  place  that  will  endure. 

La  Grande  Corniche— 180  Christopher  St.  (206-0727). 
Grand,  indeed,  in  decor,  mannerisms  and  Hudson  River  - 
view.  The  food  is  less  grand  but  good,  though  not  as  good 
as  the  prices  are  high.  » 

•  DeMarco— 1422  Third  Ave.  (Tel:  744-2819).  For  lots  of 
good  reasons,  to  get  to  eat  in  this  high-ceilinged,  spacious 
white  restaurant  is  nearly  as  difficult  as  getting  to  do  the 
same  in  the  White  one  in  Washington.  Mimi  Sheraton's 
New  York  Times  successor,  Marian  Burros,  put  her  finger 
on  the  creatively  tasty  results  achieved  by  its  hardworking 
young  American  chef,  Jay  Trubee.  The  antipasti  and  pasti 
are  worthy.  As  for  the  nouvelled  vegetables  and  the  artful 
plate  arrays — in  Italy  they  should  have  it  so  good. 
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IT'S  MOONDUST  TIME 

A  year  ago  on  these  pages  we 
wrote  about  "the  best  darn  sea- 
soning you've  ever  tasted." 
Called  Moondust,  it's  marketed 
by  my  wife's  Tennessee  cousin, 
Jim  Hudlow. 

In  an  uncharacteristic  out- 
burst from  a  Scotsman,  I  con- 
cluded, "Try  it.  You'll  so  like  it 
that  you,  too,  will  giftgive  it.  If 
your  taste  buds  turn  out  to  be 
perverse,  just  mail  what's  left  in 


AGAIN 


the  jar  to  us,  and  we'll  pay  you 
full  price." 

Fifty-five  thousand  jars  were 
ordered  by  trusting  readers  and 
fewer  than  100  were  returned  to 
us — which  we,  in  turn,  have 
used  or  given. 

You're  on  again  (see  page  360). 

To  paraphrase  Kate  Smith, 
when  your  Moondust  comes 
through  the  mail,  your  Merry 
Season-ing  will  be  in  hand. 


ITS  NICE,  BUT  NOT  WHEN  IT'S  NOT  NICE 


So  many  hostesses  still  live  by  the  old  shibboleth  that 
i  seated  dinner  must  have  an  equal  number  of  men  and 
vomen.  Alternate  feeders,  so  to  speak.  In  this  case  it's 
he  ladies  who  usually  get  the  worst  of  it,  because  of 
:raveling  husbands,  and  the  mere  fact  that  wives  oft 
survive  by  decades  their  earlier  years'  provisioners. 

How  many  times  has  your  wife,  when  she  replies  to  an 

WHEN  OUT  AFTER  DARK 

men's  attire  should  match. 


evening  dinner  invitation  by  saying  her  husband  will  be 
away,  been  told,  "Oh,  I'm  so  sorry,"  or  "If  I  can  get  an  extra 
man,  I'll  call  you  back"? 

Equal  rights  should  include  the  right  to  unequal  num- 
bers at  the  table. 

As  Edna  Ferber  told  Phyllis  Cerf  Wagner,  "Dinner  par- 
ties are  for  eating,  not  for  mating." 

ONLY  THE  LADIES  DESERVE 

to  brighten  the  evening. 


|Far  right)  Lt.  Col.  Arthur  MacArthur,  19-year-old  Medal  of 
Honor  winner,  future  father  of  Gen.  Douglas  MacArthur 


BOOKS 

Moon  Deluxe — by  Frederick  Bar- 
thelme  (Simon  &  Schuster,  $15.95). 
These  17  stories  are  infinitely  sadder 
than  the  author  could  have  intended. 
They  mostly  deal  with  unattached 
males  of  decent  income  who  seem  to 
be  occupied  principally  in  meaning- 
lessly  "making  out."  There's  wit,  per- 
ception and  talk — as  talk  is  talked  by  real  people  (rather 
than  author  dialog).  Mr.  Barthelme  is  irritatingly  relent- 


•  The  South  Besieged — edited  by  William  C.  Davis  (Dou- 
bleday  &  Co.,  $39.95).  It  wasn't  until  I  read  in  the  Village 
Voice  a  glowing  review  of  this,  Volume  V,  that  I  was  aware 
of  this  Civil  War  series  by  the  National  Historical  Society. 
This  is  the  best  depiction — literally — of  that  bloody,  rend- 
ing conflict  to  date,  and  there  have  been  many. 

Excerpt:  This  fifth  volume  of  The  Image  of  War:  1 86 1  - 1 865 
is  the  volume  of  1864  for  the  most  part,  when  the  war's 
ferocity  and  the  cameramen 's  ability  combined  to  produce 
truly  the  most  eloquent  and  horrifying  pictures  of  the  cost 
and  waste  caused  by  the  whirlwind  sweeping  over  the 
divided  nation.  .  .  .  Americans  of  a  later  time  discovered 
that  the  photographers  were  not  above  tampering  with  a 
scene  a  bit  before  making  an  exposure.  Posing  the  dead  just 
so,  rearranging  their  weapons,  staging  soldiers  like  actors 
in  a  tableau.  They  were  not  falsifying  history — just  fram- 
ing it  a  bit  better  on  the  wet  plate. 


MOON 

OELUXE 


[Acdvlick  fialthfmr 


less  in  brand-naming  everything  that  enters  his  scenes. 
Excerpts:  The  restaurant  used  to  be  a  hardware  store;  now 
it's  all  done  in  cheesy  L.A.  late-thirties  gear,  thehardboiled 
version — palms,  ratty  paintings,  neon,  ersatz  columns, 
colored  lights,  pale-salmon  walls  in  bad  plaster,  black  tile 
floor.  The  waitresses  slink  around  in  period  evening  dress-, 
the  blondes  make  an  effort  at  Veronica  Lake.  There's  a  lot 
of  smoke-colored  taffeta  and  lame  in  evidence.  This  is  my 
firsttrip..  .  .  On  the  steps  outside  the  library  I  bumped  into 
Nassar's  wife,  Mariana.  She  was  using  the  pay  telephone. 
She  was  wearing  a  short-sleeved  shirt  with  pink  and  blue 
triangles  all  over  it — the  kind  of  shirt  young  girls  find  in 
thrift  shops — and  it  looked  good  on  her. 

"My  fault, "  I  said.  "Pardon  me. " 

She  put  her  palm  over  the  mouthpiece.  "Thanks  for  the 
rubdown,  Buster." 

"Absolutely  an  accident,"  I  said. 

"I  believe  you,"  she  said.  She  was  smiling,  laughing  a 
little.  "Really.  So  get  lost,  O.Kl" 
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Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editors  mind.  -MSF 


Einstein  vs.  Truman 

There's  no  reason  at  all  to  assume 
that  Einstein  would  have  made  a  bet- 
ter president  than  Harry  Truman.  So 
the  question  that  really  has  to  be 
asked  is  how  much  balance  is  there, 
how  much  judgment  and,  of  course, 
what  are  the  planted  axioms  and  incli- 
nations of  Ronald  Reagan.  I  think 
these  are  ones  that  cherish  in  America 
what  it  is  that  made  America  distinc- 
tive and  an  absolute  devotion  to  the 
notion  that  the  country  should  sur- 
vive freely. 

— William  F.  Buckley,  M 


Top  Taxpayers 

Top  earners  have  not  benefited 
greatly  under  the  Economic  Recovery 
Tax  Act  of  1981,  contrary  to  some 
earlier  forecasts,  say  economists  at 
the  Tax  Foundation.  Over  one-third  of 
the  1982  tax  bill  was  shouldered  by 


the  4.7  million  taxpayers  in  the  top 
5%  income  group.  The  average  tax  for 
this  group  dropped  from  $21,358  to 
$21,354,  down  .02%. 

The  top  10%  of  income  earners — 
those  earning  $39,792  or  more  in 
1982 — continued  to  pay  almost  50% 
of  the  tax  bill.  This  group,  comprising 
9.5  million  returns,  had  an  average  tax 
bill  of  $14,355  in  1982,  down  about 
1.1%  from  1981. 

Over  90%  of  the  tax  total  was  paid 
by  the  top  50%  of  income  earners — 
those  getting  $14,500  or  more.  The 
lower  50%  of  earners — those  with  in- 
come of  $14,499  or  less  in  1982— paid 
only  7.4%  of  the  federal  income  tax 
bill  in  both  years. 

— Tax  Foundation's  Tax  Features 

Reston  Praises  Ron 

By  all  the  evidence  we  have,  Ronald 
Reagan  is  a  remarkably  healthy  man, 


Smoked  Out 


Presidential  Contender  Walter 
Mondale,  the  grand  acquisitor  of 
political  endorsements,  publicly 
spurns  his  most  passionate  devo- 
tees. Across  this  land  some  10  mil- 
lion cigar  smokers  yearn  for  a 
front-page  picture  of  Mondale,  a 
dedicated  cigar  smoker,  with  his 
Punch  panatela  at  a  defiant  angle. 
Or  maybe  30  seconds  on  Tom  Bro- 
kaw's  news,  showing  a  sweet  cloud 
of  Partagas  No.  1  smoke  carrying 
off  the  burdens  of  another  cam- 
paign day. 

What  comfort  that  would  be  for  a 
nation  weary  of  chemical  purity. 
The  great  English  writer  John  Gals- 


worthy had  it  right:  "By  the  cigars 
they  smoke  ...  ye  shall  know  the 
texture  of  men's  souls."  But  Mon- 
dale will  not  allow  the  camera 
when  he  lights  up  or  even  just 
chews  a  bit  on  a  fragrant  Monte - 
cruz  No.  55.  "It  makes  Fritz  look 
like  a  politician,"  declared  Joan 
Mondale  a  few  years  back.  Heav- 
en's sakes,  Joan,  what  is  he? 

We  have  not  had  a  serious  cigar 
smoker  in  the  White  House  since 
John  Kennedy,  and  it  has  been 
downhill  ever  since.  Kennedy 
loved  a  couple  of  postprandial  H. 
Upmann  Demitasses.  He  could  see 
the  world  better  after  his  smoke. 
Indeed,  in  the  tense  days  of  1962  he 
sent  Pierre  Salinger,  his  cigar-lov- 
ing press  secretary,  out  one  night 
to  round  up  a  thousand  of  the  Up- 
manns.  A  bewildered  Salinger  ap- 
peared next  morning  to  assure  the 
President  he  had  commandeered 
this  great  treasure,  whereupon 
J.F.K.  sighed,  "Thank  goodness,  I 
can  sign  this."  He  pulled  the  Cu- 
ban trade  embargo  from  his  desk 
and  penned  his  signature,  ending, 
among  other  things,  the  importa- 
tion of  Havana  cigars.  The  world 
has  never  been  as  mellow  since. 

— Hugh  Sidey,  Time 


and  his  faltering  performance  in  the! 
first  debate  and  his  misstatements  in! 
the  second  merely  prove  that  his  grasp 
of  facts  is  no  better  in  his  70s  than  it 
was  in  his  50s. 

— James  Reston,  New  York  Times  | 

No  Meltdown 

I  was  brought  up  on  the  myth  that  I 
America  is  a  melting  pot.  The  truth  is, 
we  have  not  melted,  the  lumps  are) 
still  there.  We  share  a  common  heri- 
tage, but  have  not  become  a  common  | 
mass.  Perhaps  that  is  our  strength. 

— Eve  Arnold,  In  America  I 


How  difficult  it  is 
to  be  simple. 

— Dr.  Paul-Ferdinand  Gachet. 
Van  Gogh's  psychiatrist,  Horizon 


The  Almighty  Dollar 

In  the  view  of  R.T.  McNamar,  Dep- 
uty Secretary  of  the  Treasury,  it  is 
institutional  investors  who  cause  cur- 
rency values  to  rise  or  fall  as  they  shift i 
their  capital  to  the  countries  where 
they  expect  to  get  the  best  aftertax, 
real  rate  of  return  over  the  life  of  their 
investments.  That  depends  in  turn, 
Mr.  McNamar  says,  on  six  key  fac- 
tors: sustainable  economic  growth 
prospects,  projected  inflation  rates,  ef- 
fective tax  rates  on  investments,  cap- 
ital market  conditions,  government 
regulations  and  social  rigidity  and  po- 
litical risk. 

He  contends  that  the  United  States, 
as  a  result  of  the  Reagan  Administra- 
tion's policy  changes,  takes  the  cake 
among  nations  on  all  six  counts,  and  i 
this  is  why  the  dollar  is  so  strong.  And 
he  holds  that  "more  and  more  observ- 
ers will  begin  to  believe  that  the  dol- 
lar will  continue  to  be  'strong'  relative  | 
to  the  1976-80  years  for  the  foresee- 
able future." 

— Leonard  Silk,  New  York  Times 

Menu  English 

Reading  through  the  English  trans- 
lations on  the  menu  of  a  Greek  ta- 
verna,  a  friend  in  Europe  recently 
found  herself  contemplating  such 
gustatory  delights  as  "roast  lamp" 
and  "lemon  kitchen  soap."  Later  in 
the  trip,  a  restaurant  on  Sifnos  raised 
eyebrows  with  its  "forced  meatballs." 
But  it  was  a  Madrid  cafe's  menu,  at 
the  trip's  end,  that  proved  most  ghoul- 
ish. It  translated  sauteed  brains  as 
"fried  minds." 

—GEO 
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Some  presents  are  more  gifted. 
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The  taste  worth  toasting. 


m 


80  Proof  Brandy. 
E&J  Distillers.  Modesto.  CA 


SOUP  TO  NUTS. 


C 

Chessie  System  Railroads 


Seaboard  System  Railroad 


Texas  Gas  Resources 


Chessie  System  Railroads.  Seaboard  System 
Railroad  and  Texas  Gas  Resources  are  major 
units  ol  CSX  Corporation  C  1984  CSX  Corporation 


CSX  Corporation,  with  its 
giant  rail  network,  trucklines 
and  special  distribution 
centers,  is  leading  the  way 
toward  total  transportation. 

And  its  innovative  ser- 
vices are  keeping  customers 
like  the  Campbell  Soup 
Company  satisfied. 

In  1979,  Campbell  estab 
lished  a  Southeastern  distri- 
bution center  for  its  canned 
food  products  in  Maxton, 
North  Carolina. 


Railroads  Handle 
ibell's  Distribution 
s  From  Inbound  Tin 

utbound  Tomato. 


•om  the  start,  plans 
d  for  expanding  this 
zttion  into  a  fall  scale 
ifacturing  facility  such 
3  five  other  plants 
pbell  runs  throughout 
nited  States. 
ie  CSX  railroads  not 
helped  carry  the 
pbell  goods  to  market, 
industrial  development 
ilso  worked  closely 
Campbell  to  locate  the 
site  for  their  new  plant. 


Today  the  CSX  railroads 
haul  many  commodities  to 
and  from  Maxton,  including 
fresh  vegetables,  tin  plate, 
and  even  the  coal  that  heats 
the  water  that  cooks  the 
soup  that's  such  good  food. 

Fully  integrated  service 
solves  problems  and  keeps 
CSX  out  front  and  pulling 
away  Write:  CSX  Corporate 
Communications,  PO.  Box 
C-32222,  Department  B-4D, 
Richmond,  VA  23261. 


CSX 

CORPORATION 


America's 

Largest 

Transportation 

And  Natural 

Resource 

Company 


mmm. 
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Four  associate  prime  con- 
tractors created  the  world's 
most  sophisticated  airplane, 
with  the  U.S.  Air  Force  as 
overall  systems  manager. 
Rockwell  International  builds 
the  airframe,  General  Electric 
builds  the  engines,  Boeing 
provides  the  offensive  avion- 
ics. And  Eaton's  task  is  to  con- 
ceal the  whole  thing  from  the 
enemy— all  238  tons  of  it. 


So  Eaton  created  a  unique 
defensive  electronics  system 
that  can  detect  and  attach 
priorities  to  hostile  threats  any- 
where in  the  world,  and  direct 
appropriate  jamming  re- 
sponses— in  milliseconds. 

Why  Eaton?  Because  in 
certain  areas  of  electronics, 
we  are  acknowledged  leaders. 
That's  why  we  build  the  micro- 
wave landing  system  for  the 
space  shuttle.  And  why  we 
supply  more  air  traffic  control 
processing  and  display  sys- 
tems than  any  other  company 
in  the  world. 


You  may  know  Eaton  be.1 
as  a  major  supplier  of  state-o 
the-art  components  for  trr 
automotive  and  industrial  sev 
tors.  Which  we  are.  But  Eata 
is  also  a  major  participant  i 
the  exciting  business  of  high 
technology  electronics.  Eato 
Corporation,  Eaton  Center 
Cleveland,  Ohio  44114. 
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Fact  and  Comment  II 

By  M.S.  Forbes  Jr.,  Deputy  Editor-in-Chief 


INTEREST  RATES 


They  came  down  impressively  last  month. 

Contrary  to  what  most  experts  believe,  they'll  come 
down  even  more. 

Unfortunately,  for  the  wrong  reason — trouble  in  the 
economy.  The  poisonous  level  of  real  rates  that  we've  had 
for  most  of  1984  is  infecting  the  economy's  vibrant  health. 

Democrats  will  label  this  an  "incipient  recession";  Re- 


publicans, more  accurately,  a  "pause." 

In  any  case,  the  slowdown  should  be  short-lived,  trigger- 
ing its  own  antidote  by  forcing  the  Federal  Reserve  to  let 
interest  charges  fall  further. 

The  pause  will  have  another  benefit — it  will  spur  the 
new  Congress  to  examine  the  Fed  seriously  for  the  first 
time  in  over  30  years. 


REAGAN  JUSTICES  WON'T  BE  FALWELL  CLONES 


Justice  William  H.  Rehnquist  recently  gave  a  speech 
pointing  out  that  presidential  attempts  to  control  the 
ideology  of  the  Supreme  Court  are  usually  futile. 

The  man  is  right. 

Democrats  had  made  an  issue  that  a  reelected  Reagan 
could  appoint  a  majority  to  the  Supreme  Court  since  five 
current  Justices  are  75  and  over,  thereby  turning  the  High 
Court  into  a  Moral  Majority  playground. 

As  Rehnquist  pointed  out,  however,  a  person  on  the  High 
Bench  soon  develops  a  different  perspective.  "The  institu- 
tion is  so  structured  that  a  brand-new  presidential  appoin- 
tee is  immediately  beset  with  the  institutional  pressures 
which  I  described.  .  .  .  He  identifies  more  and  more  strongly 
with  the  new  institution."  Times  and  circumstances 
change  and  so  do  the  way  justices  look  at  issues. 

No  President  has  ever  been  wholly  happy  with  the  way 
his  appointees  ended  up  behaving.  The  most  notable  ex- 
ample in  modern  times  was  Ike,  who  made  California 
Governor  Earl  Warren  the  Chief  Justice  in  1954.  He  did  so 


thinking  Warren  was  a  sensible,  calm,  cautious  fellow 
who  would  never  do  anything  out  of  the  ordinary.  Instead, 
Warren  became  a  judicial  radical,  instituting  sweeping 
changes  in  criminal  and  social  law  and  enormously  ex- 
panding the  power  and  scope  of  American  courts.  "Ap- 
pointing Warren,"  muttered  Ike  in  his  later  years,  "was  the 
biggest  damn  fool  mistake  I  ever  made." 

Many  observers  felt  that  Nixon's  appointees  (there  were 
four  of  them)  would  attempt  to  turn  back  the  clock  to  the 
pre-Warren  era.  Instead  the  Burger  Court  has  merely 
chipped  away  here  and  there  at  what  the  Warren  Court 
wrought.  On  criminal  law  especially,  the  Court  has  lagged 
significant  changes  in  public  opinion.  Moreover,  the  Nix- 
on justices  ruled  against  their  benefactor  on  relinquishing 
the  famous  White  House  tapes  during  Watergate. 

In  the  years  ahead  the  Republican  right  and  Falwell's 
followers  are  likely  to  be  disappointed  with  the  record 
some  Reagan  appointees  forge — just  as  they  were  with 
Reagan's  pragmatism  in  his  first  term. 


BOSTON  BLOWS  IT 


Rent  control  has  been  disastrous  whenever  tried  for  any 
length  of  time.  As  Harvard's  Peter  Navarro  points  out  on 
page  230,  "You  reduce  the  supply  of  new  apartment  stock, 
destroy  the  existing  apartment  stock,  erode  the  communi- 
ty tax  base,  create  unemployment  and  wind  up  discrimi- 
nating against  the  very  people  you  are  trying  to  help." 

But  politicos,  and  their  apartment-renting  constituents, 
find  this  poison  hard  to  resist.  After  all,  tenants  initially 
get  a  windfall. 

The  latest  example  is  Boston,  which  is  enacting  a  sweep- 
ing rent-control  ordinance.  Not  only  will  tens  of  thou- 


sands of  apartments  be  price-controlled,  but  the  city  is  also 
limiting  the  conversion  of  rental  housing  to  condomin- 
iums— a  traditional  safety  valve  that  enables  a  building  to 
be  properly  maintained. 

The  new  mayor,  Raymond  L.  Flynn,  doesn't  think  all 
this  goes  far  enough.  Tenant  activists  hail  his  efforts  to 
enhance  "rent-control  rights." 

Thanks  to  Boston's  previous  rent  controls,  which  were 
slightly  eased  in  the  mid-1970s,  the  city  suffers  a  severe 
housing  shortage. 

Thanks  to  Mayor  Flynn,  that  shortage  will  get  worse. 
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Rail  contracts 
are 

the  way  America 
moves  freight. 

Throughout  the  U.S.,  hundreds  of  companies 
of  all  sizes  ship  large  quantities  of  a  broad 
variety  of  goods  by  rail  every  year.  They're 
taking  advantage  of  the  innovative  changes 
in  the  way  railroads  do  business.  One 
change  is  the  dramatic  increase  in  contracts 
negotiated  between  railroads  and  their 
customers.  These  contracts  give  rail  users 
predictable  rates,  schedules  and  services, 
and  give  railroads  flexibility  to  meet  the 
demands  of  a  highly  competitive  marketplace. 
Contracts  allow  innovative  rates  and  ser- 
vices tailored  to  the  customer's  needs,  and 
railroads  can  make  more  efficient  and 
cost-effective  use  of  rail  equipment. 
America's  modern  freight  railroads  are 
responding  to  the  challenges  of  the  private 
enterprise  system  in  fresh  and  exciting 
ways.  Contracts  with  rail  customers  are  one 
of  those  ways  and  more  than  9,000  have 
been  negotiated  in  the  last  three  years. 

Association  of  American  Railroads 

Dept.  402  N  ,  1920  L  St.,  N.W. 

Washington,  D.C  20036. 


ASSOCIATION 

OF  AMERICAN 

RAILROADS 


FREIGHT  RAILROADS 
ARE  ON  THE  MOVE. 
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Edited  by  Howard  Banks 


Whaf  s  Ahead  for  Business 


Everyone  is 

benefiting  from 

higher  rates 


A  bonus 
for  business,  too 


The  still  bigger 
message  for  savings 


THE  SAVERS  ARE  BACK  ON  TOP 

In  the  economic  trenches  where  people  actually  count  their  mon- 
ey, higher  interest  rates  are  giving  more  pleasure  than  pain. 

Consumers  as  a  whole  will  earn  $135  billion  more  in  interest  on  bank 
accounts  and  financial  savings  this  year  than  they  will  pay  out  in 
interest  on  mortgages,  car  loans,  credit  card  and  other  debt. 

Interest  received  this  year  is  projected  at  $315  billion,  or  around  10.5% 
of  personal  income.  In  1980,  one  year  before  rates  were  deregulated, 
interest  payments  of  $184  billion  were  just  8%  of  personal  income. 

Higher  rates  obviously  benefit  older  people,  giving  them  a  sharply 
higher  return  on  their  retirement  savings.  Middle-agers  in  the  middle 
classes,  past  their  big  spending  periods  on  homes  and  college  fees,  also 
gain  as  savings  roll  over  in  money  funds  or  bank  CDs. 

But  even  younger  people,  just  setting  up  house,  gain  in  at  least  one 
respect.  True,  they  pay  more  in  these  deregulated  times  for  a  car  loan 
or  a  mortgage,  but  at  least  money  is  available  at  some  price. 

Some  consumers  are  spending  their  higher  interest  income — 
boosting  demand — but  not  so  many  nor  so  much  as  might  have  been 
expected  after  the  long  recession.  By  comparison  with  earlier  recover- 
ies, the  U.S.  savings  rate  returned  quickly  to  the  6%  of  income  it  has 
averaged  over  recent  years. 

The  speed  of  that  return  suggests  that  deregulated  interest  rates  are 
indeed  an  incentive  to  save.  When  inflation  was  high  and  rates  paid 
were  controlled,  savers  lost  in  real  terms,  so  consumers  "saved" 
through  their  houses.  Hence  the  late- 1970s  housing  boom. 

It's  still  too  early  to  be  certain,  but  high  rates  seem  to  have  encouraged 
a  switch  to  financial  savings,  which  are  readily  available  to  lend. 

"Up  to  1979,  households'  assets  were  growing  at  an  average  rate  of  8%, 
and  liabilities  at  10%  a  year.  Since  1980  those  rates  have  exactly 
reversed,"  says  Richard  Nelson  of  Chemical  Bank. 

Nonfinancial  savings — unrealized  capital  gains  on  houses  as  well  as 
items  such  as  interest  yet  to  be  received  on  bonds — will  increase  the 
excess  of  interest  earned  over  interest  paid  to  over  $200  billion  this  year. 

Longer  (much  longer)  term,  there's  another  change  coming  that 
will  swell  the  ranks  of  savers — the  graying  of  America.  As  baby- 
boomers  age,  they  will  save  more. 

In  that  distant  nirvana,  higher  rates  attracting  more  savings  will 
achieve  a  balance  that,  in  theory,  would  help  to  bring  down  rates. 

In  the  meantime,  financial  institutions  will  have  to  get  used  to  savers' 
moving  their  funds  from  here  to  there,  cashing  in  on  the  best  offer.  And 
politicians  and  regulators  will  have  to  get  used  to  badly  managed 
institutions  such  as  Financial  Corp.  of  America  taking  a  bath. 

Transitions  are  often  uncomfortable.  But  this  one  is  making  the 
market  more  efficient  as  well  as  boosting  savings.  That's  a  bigger 
potential  bonus  for  all  of  us  than  the  extra  interest  we're  earning. 
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The  Forbes  Index 
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Breaking  the  fall?  After  two  slight  dips  the  Forbes  Index 
posted  a  slight  gain.  This  time  increases  in  several  compo- 
nents outweighed  declines  in  others,  but  the  economy 
still  appears  to  be  slowing  down.  Retail  sales,  up  1.6%, 
show  the  biggest  month-to-month  rise.  New  housing 
starts  are  1%  higher  than  in  the  previous  month.  But  they 


are  still  some  4.6%  below  the  year-ago  level. 

The  overall  Consumer  Price  Index  gained  0.5%,  while 
the  services  component  was  up  0.7% .  That's  a  far  cry  from 
double-digit  inflation  and  roughly  in  line  with  the  0.6% 
rise  in  personal  income.  Manufacturers'  new  orders, 
meanwhile,  fell  4.3%. 


The  Forbes  Index  Components 


The  FORBES  Index  is  a  measure  of  U.S.  economic  activity 
composed  of  eight  equally  weighted  elements:  Total  in- 
dustrial production,  new  claims  for  unemployment  com- 
pensation, the  cost  of  services  relative  to  all  consumer 
prices,  the  level  of  new  orders  for  durable  goods  com- 
pared with  manufacturers'  inventories,  total  retail  sales, 
new  housing  starts,  personal  income,  total  consumer 
installment  credit. 

To  measure  these  eight  elements,  FORBES  monitors  ten 
series  of  U.S.  government  data.  The  last  13  months'  data 
for  each  series  is  presented  at  right. 


Services 
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Industrial  production  index  (1967  -  100) 
Seasonally  adjusted  (Federal  Reserve) 


Manufacturers  new  orders  and  inventories 

(Sbillions)  seasonally  (Dept.  of  Commerce) 


Personal  income  (Sbillions)  wage  and  salary  dis- 
bursements, seasonally  adjusted  (Dept.  of  Commerce) 


Unemployment  claim*  (thousands) 
seasonally  adjusted  (Dept.  of  Labor) 


Retail  store  sales  (Sbillions) 

seasonally  adjusted  (Dept.  of  Commerce) 


Consumer  installment  credit  (Sbillions) 
total,  seasonally  adjusted  (Federal  Reserve) 
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AT&T 
GIVES  YOU 


THE  OUTLETS 


TODAYS 
WORLD. 


There's  one  word  to  describe  today's 
world. 

Hectic. 

Information  coming  in.  Information 
going  out.  Voice,  video  and  data. 

It  can  all  get  pretty  pressure-packed. 

Which  is  where  AT&T  comes  in. 

We'll  help  you  cope  with  this  new  world  of 
information  management. 

Something  we've  been  doing  for  108  years 
with  the  best  telephone  system  in  the  world. 

And  what  we  did  for  telephone  communi- 
cations, we're  now  doing  for  all  kinds  of 
information. 

Making  it  easily  available  and  easy  to  use. 

PHONES  THAT  SAVE  EVERYTHING 
FROM  TIME  TO  LIVES. 

We've  designed  our  phones  to  make  your 
life  a  lot  easier.  And  a  little  safer,  too. 

Phones  that  will  dial  and  redial  busy  and 
unanswered  numbers,  so  therms  no  aggrava- 
tion. And  phones  that  will  answer  the  phone 
for  you. 

Cordless  phones  that'll  go  the  distance 
with  clearer  and  more  secure  frequencies. 

Cellular  mobile  car  phones  that  go  far- 
ther, so  you're  never  out  of  touch  even  when 
you're  driving. 

A  phone  that  automatically  calls  not 
one,  but  two  preprogrammed  numbers  in 
case  of  fire  or  other  emergencies.  All 


phones  you  can  count  on  as  well  as  call  on. 
Whether  you  buy  them  or  lease  them. 

OUR  INFORMATION  SYSTEMS 
MAKE  YOUR  WORK  LESS  WORK. 

We  designed  our  information  systems 
for  business  by  putting  ourselves  in 
your  place.  Systems  that  grow  when 
you  grow,  change  when  you 
change.  Complete  with 
digital  technology  that'll 
integrate  communications 
with  everything  from  temperature 
control,  to  electronic  mail,  to  security.  Or  data 
communications  terminals,  modems,  tele- 
conferencing equipment  and  more. 

For  customers  who  only  want  phones  in 
their  offices,  we  are  constantly  improving 
Centrex  services  to  satisfy  many  of  these 
same  sophisticated  voice  and  data  needs. 

And  we  offer  a  quality  that's  getting  harder 
and  harder  to  find  in  today's  world. 
Reliability. 

Not  only  do  we  have  customized  systems 
that  monitor  themselves,  we  also  have  a 
service  that  keeps  tabs  on  them  24  hours  a 
day.  Plus  the  industry's  largest  and  most  expe- 
rienced service  force  at  your  beck  and  call. 
So  your  lines  stay  up. 
Not  to  mention  your  productivity. 

A  GLOBAL  NETWORK  THAT  OFFERS 
A  WORLD  OF  DEPENDABILITY. 

Whether  it's  a  home  phone,  information 


I 


system,  or  computer,  AT&T  lets  you  reach  out 
and  touch  any  place  in  the  world. 

With  an  incredible  computerized  network 
that  takes  you  from  Tokyo  to  Kokomo,  from 
Cairo,  Illinois,  to  Cairo,  Egypt.  And  every- 


where in  between. 

So  you  can  send  and  receive  voice,  video, 
or  data  across  the  country  or  around  the 
world.  Or  meet  face  to  face  through  telecon- 
ferencing, so  you  don't  have  to  worry  about 
time  and  travel  costs.  Or  even  have  unlimited 
access  and  budget  control  through  our  800 
numbers  and  WATS  lines. 

An  intelligent  network  that's  not  only  the 
most  reliable  in  the  world,  but  the  most 
flexible. 

As  well  as  personal. 

With  real  human  beings— 44,000  opera- 
tors—who are  always  there  to  help  if  you  ever 
have  a  problem. 

AT&T  TURNS  SCIENCE  INTO  SOMETHING 
YOU  CAN  COPE  WITH. 

Through  years  of  inventing  everything 
from  the  telephone  to  the  transistor,  we've 
always  kept  one  thing  in  mind. 

The  people  who  actually  use  what  we 
invent. 

So  everything  we  come  up  with  isn't  just 
sophisticated  technology. 

It's  user-friendly  technology. 

And  as  reliable  as  it  is  advanced. 


Our  switching  systems  are  second  to  none, 
with  built-in  computer  intelligence. 

We  can  handle  the  telecommunications 
needs  of  any  size  city,  town,  or  village. 

In  fact,  our  switches  are  used  by  countries 
and  companies  all  over  the  world. 

Our  lightwave  technology  is  now 
bringing  the  world  closer,  faster— by 
moving  millions  of  bits  of  video,  voice, 
or  data  thousands  of  miles  in  a  split 
second. 

All  on  a  hair-thin  strand  of  glass 
fiber.  Across  the  country  or  under  the 
sea. 

AT&T  Bell  Laboratories  is  develop- 
ing new  advanced  systems  of  even 
higher  levels  of  communication  and 
information  control. 

Systems  that  utilize  conventional  phone 
lines  for  data  access— lowering  the  cost  of 
data  calls. 

Systems  for  the  home  and  business 
that  let  you  know  who's  calling  even 
before  you  pick  up  the  receiver. 
But  that's  just  a  sample. 
Today  our  scientists  and  engineers 


are  advancing 

technology  in  all  of  the 

areas  crucial  to  the  movement  and 

management  of  information.  Creating  and 

improving  everything  from  more  powerful 

computer  chips  to  software  applications. 

Which  all  comes  down  to  a  future  where 
the  Age  of  Information  will  be  available  to 
more  people  in  more  places  than  ever  before. 

THE  MOST  EXTENSIVE 
COMPUTER  ENTRY  EVER  MADE. 

Legally,  we  couldn't  sell  our  computers 

before.  But  now  we  can. 


In  fact,  we've  already  introduced  the  broad- 
est initial  product  line  in  the  history  of  infor- 
mation processing. 

Computers  ranging  in  size  from  desk-top 
super  micros,  to  super  minis. 

Along  with  our  new  personal  computer 
that  can  handle  everything  from  financial 
analysis,  forecasting,  and  budgeting  to  word 
processing  and  inventory. 

User-friendly  computers  that'll  take  the 
complexity  out  of  information  movement  and 
management. 

Computers  capable  of  working  with  other 
equipment  you  may  already  have. 

To  give  you  the  most  flexible  information 
systems  in  the  world. 

And  that's  not  all.  Our  UNIX™  System  V 


operating  system  is  already  becoming  the 
industry  standard  for  multi-user,  multi-taskinj 
machines. 

Linked  with  AT&T's  communications 
system,  you'll  be  in  touch  with  more  informa 
tion  faster  than  ever  before. 

We  think  you'll  be  impressed  with  our  full 
line  of  computers. 

Even  some  of  the  toughest  people  in  the 
world  to  impress  are  impressed. 

The  Japanese. 

Japan's  Nippon  Telephone  and  Telegraph 
Public  Corporation  has  bought  60  of  our 
3B20S  super  minicomputers. 

So  you're  going  to  be  hearing  more  and 
more  about  AT&T  computers. 


CALL  US  AND  WEIL  HELP  YOU  WITH 
MORE  INFORMATION. 

Even  after  reading  these  pages,  you've 
only  skimmed  our  surface. 

So  you  just  might  have  a  few  questions. 

No  problem,  just  call  us  at  1  800  247-1212. 

We'll  try  to  give  you  the  information  you 
need.  Or  put  you  in  touch  with  the  right 
people  to  help  you. 

We  think  you'll  see  that  we're  not  just  here 
to  sell  you  the  Information  Age. 

We're  here  to  help  you  cope  with  it. 


AT&T 


©AT&T  1984 


Forbes 


federal  budget  deficits?  Maybe  ours  was 
inly  $125  billion,  not  $1 75  billion.  Maybe 
it  was — gasp — even  less. 


» 


f  course,  I'm  sure, 
I  read  it  in... 


By  Susan  Lee 


If,  as  an  otherwise  diligent  citi- 
zen, you  are  tired  of  hearing  about 
federal  budget  deficits  and  would 
prefer  action  to  more  talk,  why  is 
Forbes  taxing  you  with  yet  another 
story?  Simple.  The  deficits  getting  all 
the  attention  are  not  real  deficits.  We 
think  it  might  be  a  good  idea  for  peo- 
ple to  understand  what  and  how  big 
the  deficit  really  is  before  rushing  off 
to  take  action  on  it. 

Most  of  the  deficit  numbers  Ameri- 
cans hear  about  are  creatures  of  mis- 
guided accounting  practices.  Indeed,  a 


Stanford's  Michael  Boskin 

Making  sense  out  of  the  budget. 


more  correctly  calculated  1984  deficit 
would  reduce  the  official  figure  of 
$175.3  billion  to  anywhere  between 
$145  billion  and  zero.  (Even  that  con- 
servative $30  billion  reduction  isn't 
peanuts:  It  would  knock  the  deficit  as 
a  share  of  GNP  from  5%  to  4%.) 

Does  it  matter  if  the  deficit  is  over- 
stated? Sure  it  matters.  Calculating 
the  deficit  is  a  political  exercise  of  the 
highest  order.  Big  government's  bor- 
rowing to  cover  its  debts  is  thought  to 
drive  up  interest  rates,  thus  crowding 
out  private  investment.  Since  high  in- 
terest rates  are  bad  and  private  invest- 
ment is  good,  political  frightmongers 
argue  that  the  government  must  raise 
taxes  to  pay  off  the  deficit.  However, 
if  the  deficit  is  overstated,  then  its 
effect  on  the  credit  market  is  also 
overstated.  Maybe  this  country 
doesn't  need  a  stiff  tax  increase  after 
all.  In  fact,  it  may  be  the  very  last 
thing  we  need. 

The  government's  rendition  of  the 
deficit  is  misleading  for  many  rea- 
sons. But  its  chief  inadequacy  is  that 
it  fails  to  distinguish  between  current 
operating  expenses  and  long-term  in- 
vestment expenditures.  We  are  told 
that  the  federal  government  spent 
$841.8  billion  in  the  fiscal  year  to 
Sept.  30  and  took  in  $666.5  billion, 
with  the  difference  between  those 
two  figures  constituting  the  deficit. 
But  this  is. not  figured  the  way  corpo- 
rations do  the  figures.  Corporations 
separate  current  costs  from  long-term 
investment  expenditures;  and  most 
state  and  local  governments,   along 


with  most  major  industrial  nations, 
do  a  separate  capital  budget.  But  to 
Uncle  Sam,  a  new  highway  or  aircraft 
carrier  is  no  different  from  a  bureau- 
crat's pay  stub.  "The  federal  budget 
treats  purchases  of  lettuce  and  bridges 
as  if  they  were  identical  activities," 
says  Michael  Boskin,  Stanford  Uni- 
versity economics  professor. 

To  put  government  accounting  on  a 
sensible  basis,  Boskin,  who  has  stud- 
ied the  subject  intensively  and  intelli- 
gently, suggests  two  documents: 

•  A  budget  with  a  separate  capital 
account  to  capture  changes  in  invest- 
ment (bridges  and  bombers  belong 
here);  and  a  current  account  to  show 
revenues  from  taxes  and  the  like  on 
one  side,  expenses  from  buying  let- 
tuce or  paying  soldiers  and  Social  Se- 
curity on  the  other  side. 

•  A  balance  sheet  showing  the  year- 
end  value  of  assets,  such  as  land  and 
mineral  rights,  and  liabilities  like 
publicly  held  Treasury  securities. 

Result?  Consider  Boskin's  1980 
sample  budget.  (According  to  Boskin, 
1980  is  ideal  because  it's  the  latest 
year  in  which  obtainable  figures 
aren't  skewed  by  a  recession.)  The 
official  budget  deficit  of  $59.6  billion 
overstated  the  current  account  budget 
deficit  by  roughly  18%  (see  table). 

A  comparable  analysis  of  1984's 
deficit,  when  all  the  adjustments  and 
recalculations  are  completed  a  few 
years  from  now,  would  show  even 


Inflation  accounting 

If  total  government  debt  were 
adjusted  for  inflation,  the  sav- 
ings would  make  the  deficits 
look  less  scary — and  could  si- 
lence the  fright-mongers. 

Deficit  oi  surplus  (Sbillions) 
|  Official           ■  Real 

+  25                   ^^^ 

-25     1 

-50     1 

-75 

-100 

-125 

-150 

"175             1980                        1984 
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greater  overstating  because  the  gov- 
ernment has  been  doing  a  lot  of  cap- 
ital spending.  At  a  rough  guess — 
Forbes',  not  Boskin's — a  separate 
capital  budget  would  have  knocked 
off  at  least  $50  billion  from  the  report- 
ed deficit. 

Quite  apart  from  its  budget  presen- 
tation, the  government  engages  in 
other  misleading  accounting  practices 
that  overstate  the  impact  of  govern- 
ment borrowing  on  the  credit  mar- 
kets. The  treatment  of  money  bor- 
rowed and  then  lent  by  federal  agen- 


cies, for  instance,  overstates  the 
deficit  in  so  many  ways  that  some 
observers  have  suggested  these  figures 
be  dropped  from  the  budget  altogeth- 
er. Consider: 

•  The  Treasury  borrows  funds  by 
issuing  bills,  notes  and  bonds.  But 
some  portion  of  that  is  then  lent  to 
private  citizens.  In  1984,  for  example, 
$31  billion  of  the  officially  logged  $53 
billion  borrowed  for  off-budget  loans 
and  loan  guarantees  was  recycled 
back  to  private  borrowers  such  as 
farmers  and  home  buyers.  This  kind 


A  better  way 

Why  not  make  the  Feds  do  what  corporations 
must?  Present  a  budget  showing  current  revenues 
and  expenses,  separate  from  investment  expendi- 
tures, and  a  balance  sheet. 


Federal  government  budget  (1980) 

(in  billions  of  1980  dollars) 


A 


Current  account 

Revenues 

1.  Taxes 

a.  personal $258.0 

b.  corporate 70.3 

2.  Contributions  for 

social  insurance.  174.0 

3.  Other .39.0 

incl.  royalties, 
user  fees,  etc. 


Total $541.3 


Expenditures 

1 .  Purchases  of  goods  and 

services,  net  of 
investment $158.2 

2.  Transfer 

payments 251.5 

3.  Grants-in-aid 88.7 

4.  Net  interest 

payments 53.4 

5.  Depreciation 40.0 

Total $591.8 


Deficit $50.5 

Capital  account 

1.  Purchases  of  assets $41.1 

Total $41.1 


Federal  budget  balance  sheet  (1980)* 

(in  billions  of  1980  dollars) 
Assets  Liabilities 

A.  Financial  A.  Debt  outstanding 

1 .  gold $152  held  by  public  ....$715 

7     '  u  ■xa  B.  Demand  deposits 

v  cash 34  r 

.  ...  ~ftn  and  currency 135 

4.  gvt  securities 200  ' 

5.  other  loans 199       C.  Bank  reserves 47 

6.  taxes  receivable 9       _i|  _,  ,    ,   ,. 

7  ot}ler  62       D-  ContlnScnt  liabilities 

reserve  (total  value 

B.  Reproducible  Assets  outstanding) 

1.  military 334  ,  ~~~l  .  , 

,  ,<  ,c,  1.  Bad  debt  reserve 

2.  nonmilitary 157  ,         .  _. 

a.  deposit  insurance. .70 

C.  and  |net  of  b.  loan  guarantees 40 

mineral  rights] 175 

D.  Mineral  rights 

(oil  &  gas  only)  ...598 

Total $2,040  Totai $1,007 

Net  worth $1,033 

'Includes  Federal  Reserve  Bank. 

Sonne  Uichael Bbsbfn  Stanford  Unh'ehity 


\ 


of  financial  intermediation  is  clearly" 
quite  different  from  borrowing  to  pay 
the  bills  for  purchases  of  goods  and 
services. 

•  The  government  treats  its  direct 
loans  and  loan  guarantees  as  though 
the  money  had  simply  been  given 
away,  despite  the  fact  that  some  of 
those  dollars  will  be  paid  back,  and 
with  interest.  If  this  primitive  dollar- 
for-dollar  accounting  were  corrected, 
Boskin  estimates  that  for  1983  new, 
off-budget  loans  and  loan  guarantees 
would  have  been  $98  billion  lower 
than  the  official  $120  billion. 

Then  consider  all  the  unpaid  bor- 
rowing, formally  called  total  debt  out- 
standing, that  the  government  has  on 
its  books.  The  1984  total  is 
$1,590,000,000.  But  that  figure  is  not 
adjusted  for  inflation.  It  should  be. 
After  all,  inflation  means  that  the 
government  will  pay  back  the  money 
it  borrows  today  in  cheaper  dollars 
tomorrow.  Corporations  with  assets 
exceeding  $125  million  are  required 
to  use  inflation  accounting  as  a  sup- 
plement to  their  annual  reports.  Why 
shouldn't  the  feds?  Boskin  calculates 
that  the  decline  in  the  real  value  of 
the  publicly  held  debt  would  offset 
$56  billion  of  the  official  1984  deficit. 
By  the  way,  the  decline  in  real  value 
of  the  debt  in  1980  was  over  $70  bil- 
lion, thus  more  than  covering  the  offi- 
cial deficit  of  $59.6  billion  (see  graph). 

As  for  the  government's  effect  on 
the  credit  markets,  government  fig- 
ures define  the  supply  of  available 
savings  as  domestically  supplied  pri- 
vate and  federal  credit.  This  view  un- 
reasonably leaves  out  such  potential 
suppliers  to  the  credit  markets  as 
state  and  local  governments  and  for- 
eign inflows  of  capital.  In  fact,  state 
and  local  budgets  are  now  running 
surpluses  of  about  $55  billion,  and 
capital  imports  from  abroad  add  an 
estimated  $100  billion.  These  two 
sources,  whether  officially  recognized 
or  not,  increase  the  amount  of  credit 
sloshing  around  in  what's  called  the 
pool  of  savings.  By  adding  to  available 
credit,  these  funds  reduce  the  govern- 
ment's share  of  the  credit  market.  In 
1983,  for  instance,  the  addition  of 
these  two  categories  would  have  re- 
duced the  federal  borrowing  rate  from 
57%  of  the  savings  pool  to  43%. 

Nonsense,  you  say.  A  deficit  is  a 
deficit.  Not  so.  It  is  silly  to  base  policy 
on  numbers  that  do  not  provide  an 
accurate  statement  of  government  ac- 
tivities. At  the  very  least,  the  govern- 
ment ought  to  do  its  budgeting  ac- 
cording to  GAAP — the  acronym  for 
Generally  Accepted  Accounting  Prin- 
ciples. You  can't  make  good  decisions 
if  you  don't  have  good  information.  ■ 
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ideo  recorders  are  radically  changing  the 
ations  entertainment  habits,  granted. 
yUt  there  s  a  huge  unknown:  Will  people 
refer  to  buy  or  rent  the  revolution? 


Priced  to  sell? 


By  Alex  Ben  Block 

Sure,  you  could  get  Uncle  Jim 
a  pure  silk  regimental-stripe  tie 
at  Brooks  Brothers  for  $17  or 

unt  Harriet  two  ounces  of  White 
boulders  cologne  by  Evyan  for  about 
20.  But  Mel  Harris,  president  of  Para- 
mount Video,  has  another  idea.  He 
links  that  maybe  this  holiday  sea- 
on,  at  the  never-before  bargain  price 
f  just  $24.95,  you  might  be  persuaded 
3  buy  Uncle  Jim  a  prerecorded  video- 
assette  of  a  popular  movie — Raiders 
f  the  Lost  Ark,  say. 

Whatever  else  it  is,  the  sales  promo- 
ton  Paramount  Video  has  dubbed  "25 
reat  video  gifts  under  $25"  is  not  just 
nother  annual  lunge  at  the  nation's 
Christmas  money.  It  is,  rather,  a 
hough tful  effort  to  find  out  what's 
;oing  on  in  the  minds  of  almost  15 
trillion  people  in  the  U.S.  who  now 
iwn  videocassette  recorders. 

Their  numbers  are  rising  fast.  Five 
rears  ago  there  were  barely  a  million 
/CRs  in  American  homes.  But  the 
ale  of  movies  on  videocassette  tape 
tas  not  kept  pace.  So  far  it  has  been 
ilmost  entirely  a  rental  market.  Must 
t  always  be  so?  Mel  Harris  is  about  to 
ind  out. 

When  Paramount  entered  the  busi- 
tess  back  in  1979,  the  handful  of 
novies  on  tape  sold  for  $50  to  $70 
:ach.  When  it  became  clear  that  most 
>f  the  business  would  be  done  in  rent- 
ils,  studios  pushed  prices  even  higher, 
n  effect  cutting  themselves  in  for  a 
hare  of  the  rental  income.  They 
vould  have  preferred  to  charge  more 
or  tapes  going  into  the  rental  market, 
ind  less  for  those  sold  directly  to  con- 
aimers,  but  that  was  prohibited  by 
he  so-called  First  Sale  Doctrine  em- 
)odied  in  copyright  law. 

Paramount  has  been  reassessing  the 
narket  with  a  special  urgency  ever 


since.  With  one  of  the  smallest  movie 
libraries  among  the  major  studios, 
Paramount  must  make  every  cassette 
of  every  picture  count.  An  unexpected 
slump  in  sales  during  the  1981-82  re- 
cession, at  a  time  VCR  sales  were 
exploding,  made  Paramount  execu- 
tives see  the  videocassette  business  in 
a  new,  unexpected  light.  "We  sudden- 
ly realized  it  was  a  retail  business," 
Harris  recalls,  "and  as  such  it  called 
for  much  more  aggressive  pricing." 


Bartholomew/Black  Sla: 


Paramount  Video  s  Mel  Harris 

A  thoughtful  effort  to  find  a  price. 

Aggressive?  Paramount  positively 
shocked  the  home  video  industry 
when  it  released  Star  Trek  II — The 
Wrath  of  Khan  in  fall  1982  for  a  sug- 
gested retail  price  of  $39.95.  But  it 
quickly  paid  off.  Sales  volume  more 
than  doubled.  As  a  side  benefit,  the 
lower  price  also  cut  piracy.  Harris 
found  no  difference  if  a  picture,  even  a 
hit  such  as  Flashdance  or  Raiders,  was 
priced  at  $29.95  or  $39.95,  so  Para- 
mount made  the  higher  figure  its 
standard. 

Paramount's  strategy  gave  it  a 
unique  leadership  position  in  home 
video.  Among  the  ten  alltime  best- 
selling  cassettes  on  Billboard's  charts, 
Paramount  has  seven  places,  includ- 


ing number  one  Raiders,  which  has 
sold  around  1  million  copies  world- 
wide. Accounting  for  only  1 .5%  of  the 
1,800  prerecorded  videocassette  titles 
released  last  year,  Paramount  had 
16%  of  total  sales  (including  23%  of 
all  feature  film  cassette  sales). 

Behind  the  new  promotion  now  un- 
folding is  Paramount's  conviction 
that  if  cassette  prices  can  drop  still 
lower,  sales  can  go  much  higher.  Re- 
search done  last  year  by  Paramount, 
Harris  says,  pointed  to  a  "magic" 
number  where  sales  would  really  take 
off— $19.95.  But  Paramount  didn't 
feel  it  could  make  an  adequate  profit 
with  a  price  that  low.  Then,  earlier 
this  year,  additional  research  by  the 
3M  Corp.  indicated  that  optimal  prof- 
it would  be  just  as  high  at  a  price  of 
$24.95  as  at  $19.95,  even  though  unit 
sales  might  be  slightly  less.  Para- 
mount decided  it  was  worth  a  try,  and 
that's  how  the  "25  under  $25"  promo- 
tion was  born. 

Other  studios  are  promoting,  too,  of 
course.  CBS/Fox  Video,  for  example, 
plans  to  release  George  Lucas'  block- 
buster The  Empire  Strikes  Back  in  mid- 
November  (at  $79.95).  Going  head-to- 
head  against  one  of  the  most  eagerly 
awaited  films  in  home  video  history, 
Paramount  decided  to  make  a  loud 
noise  of  its  own  with  a  "greatest  hits" 
package  including  Raiders,  Airplane 
and  a  film  of  Eddie  Murphy,  the  hot 
young  comedian,  in  concert. 

In  a  business  where  "sensational" 
can  mean  "not  bad,"  it  is  surely  accu- 
rate to  say  that  orders  are  coming  in 
nicely.  In  fact,  during  the  initial  four- 
week  ordering  period,  the  "25  under 
$25"  promotion  has  generated  orders 
for  over  675,000  cassettes  worth  more 
than  $10  million  at  wholesale  ($16 
million  at  retail) — a  new  industry  rec- 
ord, Harris  says.  With  reorders,  he 
says,  the  promotion  will  easily  sell 
out  production  capacity  of  about  1 
million  cassettes  before  prices  go 
back  up  on  Jan.  9,  1985.  On  the  evi- 
dence to  date,  Harris  thinks  Para- 
mount will  wind  up  booking  revenues 
three  times  greater  than  it  would  have 
at  $39.95,  and  profits  two  and  a  half 
times  as  great. 

But  even  success  of  that  kind  will 
not  settle  all  the  arguments  about 
how  to  price  movie  cassettes.  Cas- 
settes are  priced,  not  so  much  accord- 
ing to  what  they  cost  to  make,  but 
according  to  what  the  market  will 
bear.  So,  even  if  consumers  buy  a  lot 
more  cassettes  as  prices  fall,  are  the 
studios  giving  back  the  added  profit 
on  the  rental  side?  For  example,  Jon 
Dolgen,  president  of  Columbia  Pic- 
tures' domestic  operations,  believes 
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that  Tootsic,  which  was  released  last 
year  at  $79.95  and  which  sold  a  re- 
ported 100,000  cassettes  in  the  U.S., 
made  more  money  than  it  would  have 
selling  250,000  cassettes  at  $39.95. 

The  Fairfield  Group,  a  research  firm 
based  in  Fairfield,  Conn,  that  has  done 
several  studies  on  cassette  pricing, 
concedes  that  a  hot  movie  can  pro- 
foundly alter  the  pricing  arithmetic. 
Nevertheless,  it  thinks  that  Para- 
mount Video  is  headed  in  the  right 
direction.  "On  certain  titles  they  may 
be  leaving  money  on  the  table  [by  not 
charging  more],"  says  Stephen  L.  Wil- 
son, a  partner  in  the  Fairfield  Group, 
"but  I  think  they  have  the  foresight  to 
see  this  is  the  way  to  get  the  mass 
marketers  involved." 

Harris  believes  that  along  with 
mass  marketers,  who  will  only  handle 
the  hottest  titles,  the  video  specialty 
store  will  remain  the  key  to  the 
health  of  the  home  video  industry. 
Paramount's  philosophy  is  that  sales 
will  help  all  segments  of  the  retail 
business,  and  ultimately  that  will  be 
returned  to  distributors  and  strength- 
en the  entire  industry. 

"If  each  VCR  owner  bought  only 
one  tape  during  the  next  year,"  he 
says  with  enthusiasm,  "we'd  double 
the  software  business  overnight!" 
Which  would  insure  Paramount  Vid- 
eo more  Merry  Christmases  to  come. 


Playing  through 


The  way  Ted  Thrush  sees  it,  if 
15%  of  all  American  television 
homes  have  a  videocassette  record- 
er, that  means  85%  don't.  Terrific. 
Thrush,  40,  president  of  Phoenix, 
Ariz. -based  PortaVideo  Interna- 
tional, believes  many  in  that  85% 
would  be  renting  movies  like  crazy 
if  only  VCRs  weren't  so  complicat- 
ed. He  aims  to  bring  those  people 
into  the  fold  by  importing  VHS- 
format  videocassette  players,  or 
VCPs,  from  Funai  Electric  Indus- 
trial Co.  of  Japan.  The  lightweight 
VCP,  originally  developed  for  the 
video  rental  market,  looks  and  per- 
forms much  like  a  VCR,  except  it 
cannot  record.  Thrush  sees  the 
VCP  as  a  second  video  machine  in 
the  home  or  the  one  salesmen  will 
buy  to  show  promotional  tapes. 

Pricing  the  product  right  is  obvi- 
ously essential.  Thrush,  an  enthu- 
siastic self-promoter  whose  pre- 
vious ventures  included  solar  ener- 
gy and  videogames,  says  the  Funai 
machine  can  be  profitably  rented 
for  under  $8  on  a  weekday  and  un- 
der $15  over  a  weekend,  or  sold 
outright  for  $260  (wholesale)  with- 
out a  plastic  carrying  case,  $299 


with  the  case.  With  some  VCRs 
selling  for  as  low  as  $270,  that  may 
be  too  much.  Says  John  Reidy,  lei- 
sure industry  analyst  at  New 
York's  Drexel  Burnham  Lambert: 
"A  VCP  has  to  sell  at  about  $200  to 
be  successful." 

Nor  is  price  all.  Joseph  Tu- 
shinsky, chairman  of  Marantz  Co. 
in  Chatsworth,  Calif.,  which  oper- 
ates Rent-A-Beta  (and  imports 
VCPs  from  Sanyo),  says  flatly: 
"When  they  don't  record,  they 
don't  sell." 

Thrush  faces  other  problems,  in 
any  case.  Funai,  which  began  ship- 
ping the  VCP  in  late  July,  has  al- 
ready backed  out  of  an  agreement 
that  gave  PortaVideo  exclusive 
North  American  distributorship. 
Nevertheless,  he  predicts  he  will 
sell  150,000  Funai  VCPs  worth  $40 
million  next  year. 

If  he's  right,  needless  to  say,  his 
reward  may  be  more  competition. 
Several  Korean  companies  are 
looking  at  the  VCP  as  a  way  into 
the  video  market.  Japanese  giant 
Matsushita  has  developed  a  VCP 
that  General  Electric  says  it  may 
market  early  next  year. — A.B.B. 


Here's  an  ex-trade  union  boss  who  stands 
by  the  U.S.  and  admires  Ronald  Reagan. 

How  to  win 

friends  and 

influence  people 


By  Pranay  Gupte 


Robert  James  Lee  Hawke,  once 
a  socialist  and  former  chief  of 
the  nation's  trade  unions,  is 
Australia's  most  popular  prime  min- 
ister in  decades,  His  Labor  Party  will 
almost  certainly  win  the  national 
elections  scheduled  for  Dec.  1. 
Is  Australia,  the  Lucky  Country  of 


wide-open  spaces  and  high  living 
standards,  veering  to  the  left?  Quite 
the  contrary.  Bob  Hawke's  popularity 
owes  much  to  hardheaded  economic 
policies  that  have  pleased  most  of  the 
business  community  as  well  as  the 
average  Australian.  It  owes  some- 
thing as  well  to  his  steadfast  support 
for  Australia's  U.S.  alliance.  If  Hawke 
is  a  leftist,  so  is  Ronald  Reagan. 


Hawke's  government  has  moved  to 
loosen  the  rules  on  commercial  and 
investment  banking — what  Ameri- 
cans call  deregulation.  The  protected 
and  inefficient  automobile  industry 
has  been  told  that  some  of  the  walls 
will  be  taken  down  over  the  next  few 
years.  Hawke  pushed  through  a 
union-business  accord  to  hold  down 
prices  and  wages. 

Victorious  next  month,  however, 
Hawke  will  still  need  to  struggle  with 
his  own  Australian  Labor  Party,  many 
of  whose  eggheads  regard  him  as  an 
enemy.  Hawke,  standing  firmly  in  the 
middle  of  the  road,  is  harassed  by  his 
party's  radicals,  who  can  command 
enough  clout  within  the  party  to  em- 
barrass him  politically. 

Hawke  favors  continuation  of  close 
defense  arrangements  with  the  U.S. 
Australia's  far  left — reflecting  the 
continent's  traditional  isolation  from 
the  outside  world — lives  in  a  never- 
never  land  where  it  imagines  the  U.S. 
is  a  worse  menace  to  world  peace  than 
the  Soviet  Union.  America-bashing  is 
its  favorite  sport.  The  far  left's  con- 
stant nattering  about  antinuclearism 
is  code  for  hatmg  the  U.S. 

This  Labor  left  would  like  to  ban 
the  visits  of  U.S.  nuclear  vessels.  It 
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rould-  like  barriers  against  imports 
rom  the  U.S.  and  Japan  to  protect 
vustralia's  low  productivity  and  high 
yages.  A  few  unionists  would  like 
tew  benefits  that  could  help  rekindle 
he  double-digit  inflation  that  Austra- 
ia  faced  last  year. 

But  the   left  must   contend  with 
-lawke's  tremendous  personal  popu- 
arity  and  his  sensible  pragmatism. 
Job  Hawke  combines  a  pugnacious, 
natey   type    of   personality   with    a 
;enuine  intellect.  A  compact,  athletic 
nan  and  recipient  of  a  Rhodes  Schol- 
irship  as  well,  Hawke,  54,  was  once  a 
fieavy  drinker  and  womanizer.  He  has 
'reformed  now  and  works  full  time  at 
[running  his  native  land.  In  the  21 
[months     since     the     Labor     Party's 
:  sweeping  victory,    Hawke   has   pro- 
vided this  country  of  15  million 
isometimes  rambunctious  and  con- 
trary people  with  the  charismatic 
leadership  it  has  not  had  in  recent 
memory. 

This  leadership  is  more  interest- 
ed in  encouraging  investment  and 
creating  jobs  than  in  promoting  so- 
cialism, and  its  nonideological 
practicality  has  clearly  endeared 
Hawke  to  the  pragmatic  Austra- 
lians. It  has  also  won  him  the  con- 
fidence of  the  business  and  invest- 
ing community. 

But    Labor    Party    radicals    feel 
Hawke  has  not  fulfilled  his  1983 
election    promises.    During    that 
campaign  Hawke  promised  to  "re- 
view" security  ties  with  the  U.S. 
You  could  have  taken  this  am- 
biguous statement  to  mean  that 
he  would  distance  himself  from 
the  U.S.  Having  "reviewed"  U.S. 
relations,  however,  he  apparently 
found  them  fine.  No  one  should 
have  been  surprised:  Hawke  is  a 
sincere  anticommunist  and  friend     _ 
of  the  U.S.  His  Labor  ideology  has 
not  prevented  him  from  becoming  a 
firm  supporter,  even  fan,  of  Ronald 
Reagan. 

Because  he  has  defied  his  own  loony 
left,  Hawke  recently  came  close  to 
suffering  a  humiliation  at  the  hands  of 
his  own  party.  The  Labor  left  insisted 
at  a  conference  in  July  that  the  party 
adopt  a  radical  platform  that  would 
ban  visits  by  U.S.  nuclear  submarines 
and  ships;  prohibit  American  B-52s 
from  landing  at  Darwin;  dismantle 
strategic  American  bases  at  Pine  Gap, 
Nurrungar  and  North  West  Cape;  dis- 
band the  Australian  internal  security 
services;  and  end  the  mining  and  ex- 
port of  uranium.  Hawke  went  to  bat 
against  these  extremist  measures. 

On  the  uranium  question,  the  left's 
key  issue,   Hawke  came  within   11 


the  Dec.  1  election,  15  months  before 
one  was  technically  due.  The  early 
election  is  obviously  an  attempt  by 
the  rilver-haired  prime  minister  to 
use  his  personal  popularity  to  win  the 
electorate's  endorsement  of  his  own 
policy.  A  mandate  for  Hawke  will  box 
in  the  left  wing  of  his  own  party  and 
free  him  to  tackle  the  thorny  issue  of 
tax  reform  next  year.  Nor  need  he 
worry  that  the  middle-of-the-road  ma- 
jority will  sit  at  home:  In  Australia 
voting  is  mandatory. 

If  Hawke  wins  big  in  the  House  of 
Representatives — which  he  may  well 
do  — his  hand  will  be  strengthened 
within  his  own  party.  If  Hawke 
doesn't  win  big — nobody  thinks  he 
will  lose — he  will  face  difficulties  in 
holding  to  his  pro-U.S.,   pro-invest- 


votes  of  losing  to  the  radicals.  Hence 


Australia?!  Prime  Minister  Hawke 
As  "left"  as  Ronald  Reagan. 

ment  policies. 

Hawke  enters  the  election  with  a 
strong  hand.  "There  has  been  an  ex- 
traordinary turnaround  in  our  econo- 
my," Hawke  said  recently.  "Things 
were  in  bad  shape  during  the  previous 
government's  tenure."  True.  When 
Hawke  came  to  office  in  March  1983, 
Australia  was  in  the  grip  of  its  worst 
recession  in  50  years.  The  inflation 
rate  touched  11%;  interest  rates  were 
hovering  around  16%;  unemploy- 
ment was  10%.  Today  inflation  is 
running  at  6%;  interest  rates  have 
dropped  to  13%;  and  unemployment 
has  slid  below  9% . 

In  claiming  full  credit  for  Austra- 
lia's remarkable  economic  recovery, 
Hawke  is  being  less  than  fair.  His 
conservative  predecessor,  Malcolm 
Fraser,  had  to  clean  up  the  mess  left 
from  a  previous  left-wing  Labor  gov- 


ernment, from  the  second  petroleum 
crisis  and  from  the  world  recession. 
But  to  his  credit,  Hawke  has  largely 
continued  the  generally  probusiness 
policies  of  his  predecessor. 

This  annoys  the  left,  and  some- 
times even  the  right.  "Hawke  has  pur- 
sued virtually  the  same  economic 
policies  as  Malcolm  Fraser,"  explains 
Bob  Santamaria,  a  leading  conserva- 
tive social  critic.  "He's  probably  even 
more  free-market-oriented  than  Fra- 
ser was."  Santamaria  opposes 
Hawke's  deregulation  of  the  banking 
industry  because,  he  claims,  it  will 
drive  interest  rates  back  up. 

Brushing  aside  such  criticism, 
Hawke  boasted  recently:  "We  have 
created  a  quarter  of  a  million  new  jobs 
in  18  months — against  the  loss  of  al- 
most a  quarter  of  a  million  jobs 
under  the  previous  government." 

Andrew  Peacock,  head  of  the  op- 
position Liberal  Party — and  the 
man  who  will  be  prime  minister  if 
Labor  loses  the  election — argues 
that  these  gains  were  a  matter  of 
luck.  He  says  Hawke  was  helped 
by  the  end  of  the  record  drought 
and  by  the  recovery  of  the  U.S. 
economy,  which  stimulated  Aus- 
tralia's exports  of  meat  products 
and  wool,  among  other  things. 

Peacock,  a  rather  dilettantish 
politician  of  the  right,  senses  that 
he  has  a  weak  case  against  Hawke 
from  the  economic  and  foreign 
policy  standpoints.  Peacock's  par- 
ty, therefore,  hammered  until  re- 
cently on  the  theme  of  corruption. 
No  one  has  accused  Hawke  of 
wrongdoing,  but  for  the  last  year 
there  have  been  allegations  of  cor- 
ruption and  influence-peddling  in 
the  state  of  New  South  Wales, 
whose  premier,  or  governor,  Ne- 
.  ville  Wran,  is  national  president  of 
the  Labor  Party. 

Hawke  is  particularly  sensitive  to 
the  question  of  morality.  As  a  former 
swinger,  he  now  behaves  with  a  sobri- 
ety that  contrasts  sharply  with  the 
excesses  of  the  flesh  that  he  once  in- 
dulged in.  In  September  he  wept  in 
public  after  Peacock  charged  that 
Hawke  had  connections  to  organized 
crime.  Hawke's  wife  explained  that 
he  took  the  matter  personally  because 
the  charges — which  Hawke  denied — 
came  at  a  time  when  the  Hawkes' 
daughter  and  her  husband  were  un- 
dergoing treatment  for  drug  addiction. 
A  poll  taken  after  the  incident 
showed  that  sympathy  for  Bob  Hawke 
had  risen  further.  He  may  be  unloved 
on  the  far  left  and  still  somewhat  dis- 
trusted on  the  right,  but  Hawke  clear- 
ly is  admired  by  the  overwhelming 
majority  of  his  fellow  Australians.  ■ 
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Oil  industry?  takeovers  sound  easy:  You 
borrow  to  buy  a  company  and  sell  assets  to 
pare  down  debt.  But — ask  Chevron — the 
real  world  is  not  that  simple. 


A  mixed  blessing 


By  Jack  Willoughby 


When  Gulf  Canada  Ltd.  re- 
cently announced  a  promis- 
ing oil  well  in  the  Canadian 
Arctic's  Beaufort  Sea,  it  was  the  an- 
swer to  Canadian  prayers. 

If  Gulf  Canada's  discovery,  called 
Amauligak,  leads  to  commercial  de- 
velopment of  the  Beaufort,  it  will  help 
justify  $1.8  billion  in  exploration 
grants  and  incentives  that  the  Canadi- 
an government  has  paid  out. 

And  it  will  vindicate  the  judgment 
of  Gulf  Canada  President  John  Stoik, 


who  in  1981  convinced  his  company's 
then  60%  owner,  Gulf  Oil  Corp.  of 
Pittsburgh,  to  allow  him  to  spend 
more  than  $500  million  on  drilling 
equipment  especially  designed  for  the 
Beaufort's  harsh  environment.  "The 
well  reaffirms  the  faith  we  had  in  the 
Beaufort's  geological  potential,"  says 
Stoik,  64,  an  old-fashioned  wildcatter 
who  has  successfully  pushed  Gulf 
Canada  into  frontier  areas. 

Indeed,  if  the  13,600-barrel-a-day 
Amauligak  well,  in  which  Gulf  Cana- 
da owns  a  49%  interest,  leads  to  a 
major  field,  it  will  give  the  Toronto- 


Chevron's  nothern  lineup 


Chevron  increased  its  holdings  in  Canada  when  it  acquired  Gulf  Oil  in 
June.  Its  problem  now  is  to  sell  or  merge  its  share  of  Gulf  Canada  and 
bring  some  $2  billion  back  to  headquarters  to  reduce  its  takeover  debt. 


Chevron  Corp. 

Formerly  Standard  Oil  of  California 

Revenues:  $28  billion 

Net  income:  $1.6  billion 
Assets:  $24  billion 

100% 

60% 

Chevron  Canada  Ltd. 

Gulf  Canada  Ltd. 

Revenues:  $608  million 

Net  revenues:  $4.2  billion 

Net  income:  $29  million 

100% 

Net  income:  $177  million 

Assets:  $366  million 

Assets:  $4.1  billion 

49% 

The  Irving  Group* 

Chevron's  equity:  $347  million 

Chevron  Canada  Resources  Ltd. 

Revenues:  $904  million 

Chevron's  earnings:  $6.4  million 

Net  income:  $110  million 

Chevron's  cost:  $20.5  million 
(unconsolidated) 

Assets:  $748  million 

Note:  All  figures  in  U.S.  dollars  converted  at  a  rate  of  $1  U.S./0.8112  $  Canadian,  the  average  for  1983. 

'Controlled  through  Chevron  Standard  Ltd.     tOil  companies  controlled  by  financier  K.C  Irving.  Chev- 
ron Canada  has  18%  interest  in  Irving  Oil  Ltd.  and  49%  interest  in  Irving  Oil  Co.  Ltd. 


44 


based  company  a  stake  in  two  of  the 
most  exciting  oil  finds  in  North 
America.  It  already  owns  a  25%  inter- 
est in  the  billion-barrel  Hibernia  field, 
off  Canada's  east  coast. 

So,  celebrations  all  round?  Not 
quite.  In  the  San  Francisco  headquar- 
ters of  Chevron  Corp.,  which  took 
over  60%  of  Gulf  Canada  when  it 
acquired  Gulf  Oil  in  June,  reaction  is 
restrained.  Chevron  Chairman 
George  Keller  calls  Amauligak  a 
"mixed  blessing."  While  Keller,  a  60- 
year-old  chemical  engineer  with  36 
years  in  the  oil  business,  recognizes 
the  Beaufort's  long-term  attractive- 
ness, he  says  that  "in  the  short  term  it 
is  a  very  modest  consideration." 

Why?  Because  any  Gulf  Canada  ef- 
forts to  develop  the  Beaufort  now 
would  demand  cash  from  Chevron, 
not  give  cash  to  it.  And  Keller  is 
forced  these  days  to  have  other  priori- 
ties. Chevron  borrowed  $12  billion  to 
acquire  Gulf  Oil.  Its  debt  is  now  a  sky- 
high  $12.8  billion,  47%  of  capital.  To 
get  that  debt  down,  Keller's  first 
thought  postacquisition  was  to  sell 
Chevron's  stake  in  Gulf  Canada  and 
bring  in  a  quick  $2.5  billion.  He  put  it 
up  for  sale  at  $18.75  ($25  Canadian)  a 
share.  But,  despite  rumors  in  Toronto 
that  the  Vancouver  Belzbergs,  the  To- 
ronto Reichmanns  and  even  the  Mon- 
treal Bronfmans  are  interested  in 
buying,  Keller  says  resignedly:  "I'm  l 
not  aware  of  any  active  offer  for  Gulf  ' 
Canada's  shares  under  consider- 
ation." Gulf  Canada's  stock  contin- 
ues to  sell  at  around  $13  a  share  on  the 
American  Stock  Exchange;  no  take- 
over speculation  there. 

Buyer  resistance  is  understandable. 
To  develop  Gulf  Canada's  stake  in  the 
Beaufort  (to  say  nothing  of  its  obliga- 
tions in  Hibernia),  an  estimated  $4.5 
billion  would  have  to  be  spent  on  pro- 
duction equipment  and  a  pipeline. 
Even  if  a  buyer  had  deep  pockets,  the 
economics  appear  dicey  at  today's  oil  1 
prices. 

So  Keller  contemplates  the  spread 
between  his  dividends  from  Gulf  Can- 
ada and  the  interest  on  the  debt  he 
holds  to  own  it.  Even  for  $3  billion 
(cash  flow)  Chevron,  it's  a  not  incon- 
sequential figure:  "We  are  paying  an 
enormous  amount — $20  million  a 
month — to  hold  on  to  those  shares," 
says  Keller. 

He  has  appointed  a  task  force  to 
devise  a  disposition  plan  for  Gulf  Can- 
ada within  a  year.  One  idea  under 
active  consideration  is  that  Chevron 
would  sell  its  wholly  owned  Canadi- 
an affiliate,  Chevron  Canada  Re- 
sources Ltd.,  to  Gulf  Canada  and  hang 
on  to  elements  of  both  companies. 
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1978.  Teleco  Oilfield  Services  intro- 
duced measurement-while-drilling 
technology  to  improve  drilling  effi- 
ciency and  safety. 

1984.  With  Sonat's  financial  resources, 
Teleco  is  expanding  its  range  of  ad- 
vanced, reliable  oilfield  services. 

Sonat  is  a  $3  billion  enterprise 
engaged  in  finding,  producing  and 
transporting  oil  and  natural  gas. 

Teleco  is  the  world  leader  in  the 
fast-growing  measurement-while- 
drilling  business.  But  Sonat  is 
also  Southern  Natural  Gas,  Sonat 
Exploration,  Sonat  Offshore  Drill- 
ing, Sonat  Marine  and  Sonat  Sub- 
sea  Services. 

Since  1929,  we've  been  in  the 
forefront  of  applying  capital  and 
technology  to  the  business  of  ener- 
gy. The  result  has  been  one  of  the 
healthiest  earnings  performances 
in  American  industry. 

Over  time,  and  across  the  wide 
world  of  energy,  Sonat  has  what  it 
takes  for  the  long  haul. 

For  more  information,  write  Sonat,  Dept.7F, 
P.O.  Box  2563,  Birmingham,  AL  35202. 


S#NAT  GOOD  FOR  THE  LONG  HAUL 


Ed  K.islii/G,ininia-l-i.iiM 


Chevron  Chairman  George  Keller 
Paying  a  big  price  to  hold  on. 


The  way  Canadian  oil  observers  see  it, 
Chevron  would  be  able  to  take  out 
about  $2  billion  if  it  rolled  Chevron 
Resources  into  Gulf  Canada  and  re- 
duced its  interest  in  Gulf  Canada  to 
around  51%  with  an  equity  issue. 

"Capital  can  be  repatriated  to  the 
parent  and  more  money  can  be  ob- 
tained for  drilling  from  an  equity  is- 
sue," says  analyst  Wilfred  Gobert  of 
Calgary-based  Peters  &  Co.  Ltd. 

But  to  achieve  even  that  result,  Kel- 
ler must  tread  carefully.  For  one 
thing,  Chevron  and  Gulf  are  direct 
competitors  in  Canada,  and  Chevron 
owns  a  16%  interest  in  Hibernia  (to 
Gulf's  25%).  "We're  going  out  of  our 
way  to  avoid  any  possible  conflicts  of 
interest,"  says  Keller. 

And  there  are  political  consider- 
ations. The  election  rhetoric  on  the 
foreign  investment  and  energy  policy 
of  Prime  Minister  Brian  Mulroney's 
newly  elected  Conservative  govern- 
ment could  be  tested.  "The  Canadian 
content  issue  is  receiving  a  lot  of  at- 
tention up  here,"  says  Richard  Halh- 
sey  of  Toronto-based  First  Marathon 
Securities  Ltd.  "If  Chevron  attempted 
to  take  Gulf  Canada  private,  eliminat- 
ing the  Canadian  participation  in,  say, 
Hibernia,  Mulroney  would  have  no 
alternative  but  to  react." 

Gulf  Canada's  minority  sharehold- 
ing gives  Canadians  a  chance  to  par- 
ticipate in  their  country's  frontier  ex- 


ploration— an  effort  their  government 
has  supported  with  billions  of  their 
tax  dollars. 

So   any   disposition    of   Chevron's 
stake  in  Gulf  Canada  will  not  only 


Gulf  Canada  President  John  Stoik 
Costly  finds  on  the  frontier. 

bring  the  U.S.  company  less  cash  than 
would  a  direct  sale  but  also  leave  Kel- 
ler coping  long  term  with  a  large  mi- 
nority shareholding.  He  regards  that 
as  more  of  a  problem  than  a  privilege. 
"It  greatly  reduces  your  ability  to  de- 
ploy capital  in  an  operation  year-to- 
year,"  he  says. 

The  lesson  in  all  this?  Well,  there  is 
renewed  speculation  about  oil  com- 
pany takeovers,  which  always  soundi 
simpler  on  paper  than  they  prove  in 
reality.  Words  like  "creative  restruc- 
turing" are  used  to  describe  the  pro- 
cess of  borrowing  to  buy  a  company 
and  selling  assets  to  pay  down  debt,  i 
But  you  can  sell  assets  only  if  they  are 
bought.  And  nobody  speculates  about  i 
a  possible  lack  of  buyers.  So  the  next< 
time  you  hear  such  takeover  talk,  re- 
flect that  it's  not  that  simple.  Ask 
George  Keller.  ■ 


Some  of  the  biggest  banks  have  found  a 
nifty  way  to  invade  the  investment  banking- 
business,  Glass-Steagall  notwithstanding. 


A  small 
serendipity 


down.  Quality  is  what  counts  now, 
the  quality  of  loan  portfolios. 

For  those  still  keeping  score,  Citi- 
corp currently  leads  BankAmerica  in 
the  bigness  department,  $145  billion 
in  assets  to  $121  billion.  But  Citicorp 
would  just  as  soon  shed  a  few  tens  of 
billions  of  those  assets,  if  it  could  do 


By  Ben  Weberman 


Remember  the  days  when  Citi- 
corp and  BankAmerica  Corp. 
used  to  compete  for  the  title  of 
world's  biggest  bank  holding  com- 
pany? Nobody  worries  much  about 
that  anymore.  Sheer  size  is  a  put- 
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THE  ALL-NEW  CRESSIDA. 

2.8  LITER,  TWIN  CAM-6,  MEMORY  TILT  STEERING  WH 
7-WAY  DRIVERS  SEAT,  ELECTRONIC  FUEL  INJECTION,  TI- 
9-BAND  GRAPHIC  EQUALIZER/POWER  ANTENNA,  P0\ 
STEERING,  DUAL  POWER  REMOTE  MIRRORS  W/DEFOG 
EUROPEAN  AERODYNAMIC  HEADLAMPS,  REMOTE  TRL 
ALLOY  WHEELS,  AUTOMATIC  TEMPERATURE  CONTROL 
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OH  WHAT  A  FEELING! 


CTRONICALLY  CONTROLLED  AUTOMATIC  OVERDRIVE, 
ERRENT  SYSTEM,  TECHNICS*  AM/FM/MPX/CASSETTE 
IDOWS,  POWER  DOOR  LOCKS,  SPEED  SENSING  POWER 
USE  CONTROL,  4-WHEEL  INDEPENDENT  SUSPENSION, 
L  DOOR  RELEASE,  STEEL  BELTED  RADIALS,  ALUMINUM 
VER  4-WHEEL  VENTILATED  DISC  BRAKES,  REAR  WINDOW  DE 
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so  without  seriously  penalizing  earn- 
ings. Regulators  have  been  taking  a 
hard  look  at  banks'  capital  adequacy 
because  of  shaky  energy  and  Third 
World  loans.  By  shrinking  assets, 
banks  shrink  required  capital  under 
regulatory  definitions,  as  well  as  po- 
tentially increasing  return  on  equity. 

One  way  of  shrinking  assets  is  to 
act  like  an  investment  banker — ad- 
vancing credit  to  a  borrower  and  re- 
selling it  quickly  to  an  investor,  thus 
making  a  profit  on  the  spread.  Earlier 
this  year  Citibank  pioneered  a  nifty 
way  to  do  this.  Now  Bank  of  America 
is  setting  up  a  similar  program.  So  far, 
the  assets  removed  are  peanuts.  But 
the  potential  for  putting  the  commer- 
cial banks  into  investment  banking, 
Glass-Steagall  notwithstanding,  is 
considerable. 

Citi's  program  works  like  this:  An 
independent  corporation,  Chatsworth 
Funding  Inc.,  was  set  up;  its  equity 
was  sold  to  outside  parties  (Citi  won't 
reveal  names,  but  they  are  three  small 
firms  outside  of  the  investment  bank- 
ing business).  Chatsworth  sells  com- 
mercial paper  and  uses  the  proceeds  to 
buy  pools  of  short-term  loans  from 
Citibank.  Chatsworth's  paper  is  guar- 
anteed, principal  and  interest,  by 
Travelers  Indemnity  Co.,  a  subsidiary 
of  Travelers  Corp.  This  is  necessary  to 
entice  large  investors,  because  Chats- 
worth is  essentially  a  shell. 

In  this  deal,  everybody  gets  his  cut. 
The  original  borrower  pays  some  11% 
to  Citibank,  which  resells  the  loans  to 
Chatsworth  at  about  10.75%.  Chats- 
worth then  sells  commercial  paper  at 
the  going  rate  of  around  10% .  So  after 
paying  about  0.5%  for  credit  insur- 
ance, Chatsworth  makes  a  small  prof- 
it—small in  terms  of  the  loan  but 
potentially  huge  in  terms  of  Chats- 
worth's  tiny  capital  basis.  Chats- 
worth can  work  on  thin  equity  since 
it  has  Travelers  insurance  behind  it 
and  Citibank  agrees  to  retain  the  first 
10%  of  bad  credit  risk.  The  goal  is  a 
return  of  20%  to  25%  for  Chats- 
worth's  owners,  almost  risk-free. 

It's  a  good  deal  for  the  bank,  too. 
Says  one  top  brokerage  executive: 
"It's  cheaper  to  set  up  this  entity  that 
pays  Travelers  for  surety  support  than 
it  would  be  for  Citibank  to  sell  the 
loans  to  a  thrift  or  finance  company. 
Commercial  paper  is  the  lowest-cost 
form  of  dollar  financing." 

Citibank  is  developing  a  similar 
program  with  another  new  shell  com- 
pany, Liberty  Assets  Inc.  Bank  of 
America,  meanwhile,  is  setting  up  its 
own  arrangement  in  San  Francisco, 
with  a  company  called  Canterbury 
Funding  Inc.  BofA  hopes  to  have  ap- 
proval   from    the    Securities    &    Ex- 


Citibank 


Everybody  wins 


Citibank  sells  a  short-term  loan  portfolio  (1) 
with  an  average  11%  interest  rate  to  Chats- 
worth Funding  at  10.75%,  thus  decreasing  the 
bank's  asset  base  and  earning  a  0.25%  spread 
on  assets  it  no  longer  owns.  Chatsworth  sells 
commercial  paper  (2)  guaranteed  by  Travelers 
Indemnity  (3)  at  the  going  rate  of  10%.  Out  of 
Chatsworth's  0.75%  spread  it  pays  Travelers 
roughly  0.5%  for  the  insurance. 


Travelers 
Indemnity  Co. 


I 


Chatsworth 
Funding  Inc. 


Commercial 
paper  market 


Citicorp  Chairman  John  Reed 
Who  cares  about  bigness? 
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change  Commission  and  be  in  busi- 
ness by  the  end  of  the  year. 

Other  big  banks  have  also  shown 
interest,  says  David  Smith,  an  analyst 
for  White  Plains,  N.Y.-based  S&B  In- 
surance Services,  who  helped  put  the 
Chatsworth  package  together. 

When  a  bank  sells  loans,  of  course, 
it  needs  fewer  deposits  and  reserves  to 
support  the  remaining  assets.  And  the 
reduced  asset  base  requires  less  cap- 
ital by  the  regulators'  definition. 

But  the  real  significance  of  this 
technique  is  that,  in  effect,  it  puts  the 
banks  into  direct  competition  with 
the  big  commercial  paper  houses — 
First  Boston  Corp.,  Salomon  Brothers, 
Morgan  Stanley  or  Goldman,  Sachs. 
Just  as  they  do,  Citicorp  is  putting  its 
capital  into  a  credit  to  a  client  and 
then  selling  the  credit  at  a  slightly 
higher  price.  None  of  this  violates  the 
Glass-Steagall  Act,  which  is  supposed 
to  separate  commercial  banking  from 
investment  banking,  because  the 
loans  are  short-term. 

So  far,  Chatsworth  probably  ac- 
counts for  no  more  than  $400  million 
to  $500  million  of  sold  loans.  That's  a 
pittance  compared  with  $145  billion 
in  assets.  But  Citicorp  has  big  plans 
for  this  technique  in  the  future,  as 
well  as  other  ways  of  acting  like  an 
investment  banker — syndications, 
mortgage  passthrough  pools,  even,  as 
new  Chairman  John  Reed  says,  con- 
sumer loan  passthroughs.  At  Citi's 
annual  meeting  in  April,  retiring 
Chairman  Walter  Wriston  predicted 
that  in  the  next  five  years  Citicorp 
might  sell  up  to  $20  billion  in  assets. 

What  do  regulators  think?  The  Fed- 
eral Reserve  Board  has  no  objections. 
"As  long  as  the  loans  are  sold  out- 
right, with  no  recourse  from  the  buyer 
in  the  event  of  credit  problems,  they 
are  not  part  of  the  bank's  asset  base," 
says  a  spokesman.  But  FDIC  Chair- 
man William  Isaac  worries  that  the 
bank  is  passing  most  of  the  risk  to  an 
insurance  company.  "Insurance  com- 
panies don't  have  commercial  lending 
experience,"  he  says.  "I  hope  they 
aren't  walking  into  a  problem." 

Some  insurance  regulators  are  wor- 
ried, too.  "It's  a  question  of  whether 
insurance  companies  should,  in  ef- 
fect, assume  risks  that  have  up  until 
now  been  assumed  by  banks,"  says 
Richard  Karpin,  an  assistant  chief  ex- 
aminer for  the  New  York  State  insur- 
ance department.  "We  don't  want 
bank  problems  to  enter  the  blood- 
stream of  the  insurance  industry." 

The  fact,  though,  is  that  the  lines 
between  the  different  types  of  finan- 
cial institutions  are  already  becoming 
hopelessly  blurred.  This  just  blurs 
them  a  bit  more.  ■ 
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If  you're  a  friend  of  Jack  Daniel's,  drop  us  a  line.  We'd  like  to  get  to  know  you. 


IT'S  IMPOSSIBLE  TO  PHOTOGRAPH  our 
charcoal  mellowing  process.  But  this  is  a 
charcoal  mellowing  vat. 

Into  this  vat  we  tamp  finely  ground  charcoal. 

Then  we  seep  our  just-distilled  whiskey  slowly 

through  the  charcoal  to  mellow 

its  taste  before  aging.  Once  the 

whiskey  drips  into  the  vat, 

there's  no  way  to  photograph 

what's  happening.  But  when 

you  compare  Jack  Daniel's 

to  any  other  whiskey,  you'll 

begin  to  get  the  picture. 


CHARCOAL 
MELLOWED 

6 

DROP 

6 
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Tennessee  Whiskey  •  90  Proof  •  Distilled  and  Bottled  by  Jack  Daniel  Distillery 

Lem  Motlow,  Prop.,  Route  1,  Lynchburg  (Pop.  361)  Tennessee  37352 

Placed  in  the  National  Register  of  Historic  Places  by  the  United  States  Government. 
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FIRST  TEAM 


"Many offhehrgestUS.companies are coining 
to  First  (Mx^  for  inmtment 


Leonards.  Comma 
We  President 
Corporate  Finance 


The  results  of  First  Teamwork  are  getting  noticed.  More  and 
more  companies  are  discovering  that  our  competitive  spirit — 
the  extra  time,  effort,  and  attention  to  detail —coupled  with 
innovative  ideas  and  in-depth  market  knowledge  have  resulted 
in  the  quality  of  execution  that  well-managed  businesses 
require. 

We  are  proud  of  this  hard-earned  increase  in  our  share 
of  the  investment  banking  market  because  it  demonstrates  . 
that  our  innovativeness  and  our  proven  transactional  skills  are 
becoming  increasingly  recognized. 

These  well-established  capabilities  can  be  highlighted 
by  our  successes  in  many  areas. 

Swaps.  We  have  arranged  in  excess  of  $4  billion  of 
^  interest  rate  and  currency  swaps  for  organizations  worldwide 
over  the  last  12  months.  Significant  transactions  include  a 
100  million  U.S.  dollar/yen  currency  swap  and  interest  rate 
swap  facilities  as  large  as  $225  million  for  individual  corporations. 

Securities  Offerings.  Our  closeness  to  world  markets 
enabled  us  to  lead  manage  the  first  Swiss  franc  convertible 
issue  for  a  U.S.  corporation  in  four  years  and  the  first  public 
bond  issue  in  the  Asian  market  for  a  non-banking  U.S.  corpora- 
tion since  1978.  We  were  also  the  first  U.S.  commercial  or 
investment  bank  to  be  the  lead  manager  of  a  Swiss  franc/U.S. 
dollar  dual  currency  bond  issue. 

Mergers,  Acquisitions  and  Divestitures.  Within  the 
past  year,  we  have  completed  assignments  on  behalf  of  ten 
major  U.S.  and  foreign  companies. 

Lease  Financing.  Our  capabilities  have  rapidly  expanded, 
and  this  year  we  expect  to  arrange  equity  financing  for  over 
$1  billion  in  large-ticket  equipment,  ranging  from  commercial 
aircraft  and  ships,  to  regeneration  facilities  and  satellite 
transponders.  We  have  also  expanded  our  investment  capacity 
through  alliances  with  several  selected  lessors. 

At  First  Chicago,  our  Capital  Markets  people  are  com- 
mitted to  expanding  our  worldwide  investment  banking 
capabilities.  Let  The  First  Team  demonstrate  this  commitment 
to  you  and  your  business.  Call  Len  Caronia  at  (312)  732-6226. 

First  Chicago  Vltorldwide 

Atlanta — Boston — Chicago — Cleveland — Dallas— Denver — Houston — Los  Angeles — Miami — 
New  York-San  Francisco— Washington,  D.C  —Abu  Dhabi— Athens— Barcelona— Beijing— 
Buenos  Aires —Calgary  -  Caracas— Dubai — Dublin — Dusseldorf— Frankfurt — Geneva  -  Guernsey— 
Hong  Kong —Jakarta — Kingston — London — Madrid  —  Manila — Mexico  City — Milan — Munich  —  , 
Nairobi  —  Ranama  City— Pans-  Rome— Santiago— S3o  Paulo— Seoul  -Sharjah  -Singapore- 
Stockholm  -Sydney  -Tokyo-Toronto-Vtersaw-Zunch 
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The  First  National  Bank  of  Chicago 
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Reverse  stock  splits  do  wonders  for  major- 
ity shareholders.  Unfortunately,  the  minor- 
ity holders  can  get  tagged  out. 


Squeeze  play 


By  Robert  McGough 


Gilbert  McDougald  played 
shortstop  and  third  base  for 
the  New  York  Yankees  during 
the  1950s,  and  in  his  best  year  he 
batted  .311.  This  summer,  in  a  differ- 
ent sort  of  game,  he  and  a  partner 
went  l-for-3,000,  and  they  shouldn't 
have  any  difficulty  scoring. 

McDougald  and  Norman  Rockwell, 
who  are  executive  vice  president  and 
president  of  Metropolitan  Mainte- 
nance Co.,  took  their  company  pri- 
vate by  forcing  a  l-for-3,000  reverse 
stock  split  on  their  minority  share- 
holders. For  every  3,000  old  shares, 
one  new  share  was  issued.  But  anyone 
who  had  fewer  than  3,000  shares  re- 
ceived only  cash  for  his  stock,  and 
well  below  book  value  at  that.  Only 
McDougald  and  Rockwell  owned 
more  than  3,000  shares,  so  the  two  of 
them  now  own  all  the  stock  of  the 
Nutley,  N.J.  company. 

A  nice  squeeze  play.  Says  Darrell 
Patrick  of  S.f.  Wolfe  &.  Co.,  a  stock- 
broker for  one  of  the  former  share- 


holders: "That's  a  ripoff  of  the  share- 
holders. There's  no  other  way  to  de- 
fine it." 

It  happens  all  the  time,  and  a  re- 
verse split  is  merely  one  of  several 
ways  it  can  happen.  The  majority 
owner  of  a  company  forces  out  minor- 
ity shareholders  at  an  arbitrary  and 
often  low  price.  When  a  giant  such  as 
Royal  Dutch/Shell  Group  does  this  to 
its  partially  owned  Shell  Oil  Co.  sub- 
sidiary, via  a  reorganization  that 
eliminates  minority  interests,  it  at- 
tracts well-financed  legal  opposition. 
Royal  Dutch  raised  its  initial  $55-a- 
share  offer  to  S58,  and  the  freeze-out 
has  been  delayed  in  Delaware  Court 
of  Chancery,  where  some  minority 
holders  are  arguing  their  Shell  Oil 
stock  is  worth  at  least  $75.  But  in 
smaller  companies  it  frequently  isn't 
worth  the  cost  of  going  to  court. 

Look  at  the  battle  over  Simpson 
Timber  Co.,  a  $758  million  (1983 
sales)  forest  products  firm  in  Seattle. 
The  Reed  family,  owning  98%  of  the 
company,  recently  offered  $75,000  a 
share  for  the  rest.  The  deal  was  struc- 


tured so  that  minority  holders  had  to 
turn  in  their  shares.  "It  sounds  like  a 
lot  of  money,"  says  Channing  Lush- 
bough,  an  analyst  at  Tweedy,  Browne 
Inc.,  a  New  York  City  money  man- 
ager With  positions  in  many  thinly 
traded  stocks,  "but  not  if  the  com- 
pany is  worth  a  quarter  of  a  million 
per  share."  The  minority  shareholders 
have  called  in  their  lawyers  on  that 
one.  But  can  they  afford  to  get  into  a 
protracted  suit?  Tweedy,  Browne,  for 
example,  owns  only  1.6  shares. 

Metropolitan  Maintenance  has  a 
$16  million  (1983  sales)  business  pro- 
viding maintenance,  cleaning  and  se- 
curity services  for  commercial  build- 
ings. But  having  sold  stock  in  1972,  it 
found  being  public  wasn't  what  it 
wanted,  as  a  languishing  price  made 
its  shares  a  poor  tool  for  acquisitions. 
With  only  175  shareholders  left  this 
year,  it  finally  decided  to  get  rid  of  the 
annoyance.  Ousting  the  outsiders  has 
a  tax  advantage:  It  will  enable  Metro- 
politan to  become  a  Subchapter  S  cor- 
poration, meaning  that  McDougald 
and  Rockwell  will  pay  individual  in- 
come taxes  on  the  profits  but  no  cor- 
porate taxes. 

"There  were  very,  very  few  com- 
plaints from  the  stockholders," 
claims  the  company's  attorney.  The 
company  paid  $37  per  share  for  frac- 
tional shares,  scarcely  more  than  half 
the  book  value  of  $72  ($58  excluding 
goodwill).  Earnings  per  share  were  up 
89%  in  1983,  to  $5.93,  and  were  still 
climbing  at  mid- 1984.  A  great  time,  it 
would  appear,  to  buy  the  company. 

MJ.  Whitman  &  Co.,  a  New  York 
City  financial  consulting  firm  hired 
by  the  company  for  $7,500  to  make  an 
appraisal,  affirmed  that  $37  per  share 
was  fair.  Martin  Whitman's  defense: 
"I  thought  the  company  was  a  piece  of 
crap."  Noting  that  Metropolitan  at 
one  point  appraised  its  own  shares  at 
$26,  Whitman  says,  "My  conscience 
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Not  Honeywell.  Not  Foxboro. 
Only  Combustion  Engineering 
otters  everything  needed  tor  the 
best  process  control  system — 
the  hardware,  the  software,  and 
years  ot  experience  in  the  design 
and  construction  of  actual  pro- 
cess and  power  plants. 

Specifically  our  Taylor 
Instrument  people  are  experts  in 
process  measurement  and  digital 
control  systems  and  their  applica- 


tion. Our  Jamesbury  operation 
specializes  in  high-performance 
valves  and  actuators.  Impell  is 
expert  in  computer-aided  engi- 
neering and  data  base  manage- 
ment. Our  Process  Analytics 
Group  is  a  world  leader  in  on-line 
analyzers.  While  Combustion 
Engineering  Simeon  offers  the  in- 
dustry computer-independent 
software  that  will  maximize  an  ad- 
vanced process  control  system's 
performance. 

Naturally,  the  more  you  know 
about  process  plants,  the  more 
practical  experience  you  can 


bring  to  engineering  process 
plant  control  systems.  Combustion 
Engineering  has  that  special  ex- 
perience in  depth  because, 
through  Lummus  Crest,  we've 
designed,  constructed  and 
started  up  process  plants  all 
over  the  world. 

In  fact,  if  you're  in  one  of  the 
process  industries,  we  may  well 
have  engineered  yours. 

We  can  do  more.  Supply  or 
procure  capital  eguipment,  train 
plant  operators,  provide  mainte- 
nance services — even  operate 
plants.  Write  or  call:  Supervisor 
of  Customer  Relations — PCS, 
Combustion  Engineering,  Inc., 
PO.  Box  9308,  Stamford,  CT 
06904,  USA.  (203)328-7850. 


©  1984  Combustion  Engineering,  Inc. 
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Call  our 

Special  Industries  Office 

at  1-800-243-LOAN. 


is  clear."  The  proxy  did  mention  that 
"the  opinion  of  the  board  of  directors 
must  be  considered  in  light  of  the  fact 
that  the  board  is  controlled  by  Messrs. 
Rockwell  and  McDougald,  who  con- 
stitute two  of  the  company's  three 
directors."  Nobody  can  complain 
about  inadequate  disclosure. 

Entron,  Inc.,  a  Glendale,  N.Y.  mak- 
er of  missile  launchers,  jettisoned 
many  of  its  own  shareholders  in  a 
series  of  reverse  splits,  the  most 
recent  being  a  1 -for- 10  shuffle  this 
spring.  Holders  of  fractional  shares 
were  paid  $1,350  for  each  old  share 
(remember,  this  was  the  last  of  several 
splits).  This  price  is  $100  less  than 
shareholders  received  in  a  tender  offer 
only  six  months  earlier.  The  company 
was  magnanimous  enough  to  allow 
fractional  shareholders  to  round  up. 
But  once  they  rounded  up,  they  would 
get  what  is  called  "letter"  or  restrict- 
ed stock,  which  is  unsellable  except 
under  special  circumstances. 

Warner  National  Corp.,  a  savings 
and  loan  in  Ohio,  recently  did  a  1-for- 
16  reverse  split,  which  will  leave  only 
three  shareholders.  Surgical  Appli- 
ance Industries,  a  manufacturer  in 
Cincinnati,  is  working  on  a  1-for- 
50,000  split  that  will  leave  only  two 
shareholders.  Crystal  Tissue,  a 
Middletown,  Ohio  wrappings  outfit, 
has   proposed   a    l-for-4,000   reverse 


split,  but  this  has  been  delayed  be- 
cause some  outsiders  have  expressed 
interest  in  taking  over  the  entire  com- 
pany. Presumably  the  minority  share- 
holders will  share  equally  in  that  re- 
ward, although  there  is  no  guarantee 
that  the  new  buyer  won't  simply  pick 
up  the  control  shares  and  leave  out- 
siders in  the  cold. 

Great  values  can  frequently  be 
found  in  thinly  traded  companies  that 
have  been  ignored  by  Wall  Street.  But 
securities  laws  do  not  offer  much  pro- 
tection from  reverse  splits  and  other 
freeze-outs.  ■ 


Congress  put  a  cap  on  the  growth  of  indus- 
trial development  bonds.  In  the  process  it 
created  a  new  "allocations"  market. 

$  1 50  a  head,  and 
not  a  penny  more 


By  Laura  Saunders 


T|  he  harder  Congress  tries  to 
curb  the  excesses  of  industrial 
development  bonds,  the  more  of 
this  tax-exempt  debt  state  and  local 
governments  have  issued  on  behalf  of 
private  enterprises.  Some  $28  billion 
worth  of  new  IDBs  were  issued  last 
year,  roughly  double  the  amount  is- 
sued just  four  years  ago.  In  fiscal  1984 
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alone,  IDBs  cost  the  feds  nearly  $5 
billion  in  foregone  revenue. 

In  1982  Congress  did  manage  to 
eliminate  some  of  the  worst  excesses, 
such  as  using  IDBs  to  finance  massage 
parlors,  skating  rinks  and  golf 
courses.  But  since  then  they  have 
been  used  for  such  projects  as  a  high- 
rise  office  building  in  booming  down- 
town Minneapolis,  a  Howard  John- 
son's hotel  beside  a  major  thorough- 
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the  new  IBM  Selectric® 
System/2000  Typewriters: 


The  new  IBM  Wlie 
Typewriter. 


A  new  family  of  IBM  typewriters. 

Most  secretaries  prefer  IBM 
typewriters  to  any  other. 

Because  they're  reliable, 
easy  to  use,  and  they  can  help  make 
secretaries  more  productive. 


But  we  weren't  satisfied. 

You'd  be  surprised  what  you 
can  do  when  you've  been 
building  typewriters  for  fifty 
years. 

Introducing  the  new  IBM 
Wheelwriter™  Typewriters  and 
Quietwriter®  Typewriter. 

The  IBM  "Wheelwriter"  3 
Typewriter  is  the  first 
printwheel  typewriter  that  gives 
you  the  print  quality  and 
correction  capability  of  a 
"Selectric"  Typewriter,  with 
good  print  line  visibility. 

In  fact,  our  "Wheelwriter"  3 
Typewriter  lets  you  sec  every 
word  as  you  type  it. 

Like  all  of  the  "Selectric" 
System/2000  Typewriters,  its 
keyboard  adjusts  to  put  vour 
arms  at  ease. 


Paper  handling  made 
simple. 

Just  insert  the  paper  and  in  a 
single  step  the  "Wheelwriter**  3 
Typewriter  positions  it 
automatically  with  a  one-inch 
margin  at  the  top. 

After  that,  paper -movement 
keys  let  you  adjust  the  page 
precisely  without  moving  your 
hands  from  the  keyboard. 

If  you  make  a  mistake,  the 
"Wheelwriter**  3  Typewriter's 
correcting  key  has  a  memory. 
One  stroke  lets  you  erase  almost 
an  entire  line  as  easily  as  a 
character. 

You  already  know  a  lot 
about  the  "Wheelwriter"  5 


Typewriter,  since  it  has  all  the 
features  of  the  "Wheelwriter"  3 
Typewriter. 

It  also  has  revisable  memory. 

And  an  optional  24-character 
display.  So  you  can  search 
through  a  letter  or  short 
document,  make  changes  and 
edit  before  you  print  it  out. 

If  you  work  with  numbers, 
the  "Wheelwriter"  5  Typewriter 
has  a  decimal  tab  key  which 
automatically  aligns  columns. 

There's  proportional  spacing 
for  distinctive,  more  readable 
typing. 

And  its  correcting  key  has  an 
expanded  memory  that 
remembers  what  you  typed  up 
to  three  lines  ago. 


evolutionary  technology 
uetly  guides  letters 
lto  the  paper. 

Besides  being  almost 
iseless,  the  "Quietwriter"  7 
pewriter  can  print  more  than 
ice  as  fast  as  most  conventional 
Dewriters. 
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Tie  new  IBM  Wheelwriter1'1  5 
typewriter. 


One  ribbon  handles  both 
printing  and  correcting,  so  it 
untypes  as  uniquely  as  it  types. 

And  since  the  "Quietwriter" 7 
Typewriter  never  strikes  the 
paper,  when  you  make  a 
correction,  not  even  the  old 
letters  imprint  is  left  behind. 

The  type  styles  in  the 
"Quietwriter"  7  Typewriter  are 
in  a  computer  chip  called  an 
electronic  font. 

Each  typewriter  can  hold  two 
fonts  and  each  font  allows  you 
to  type  in  any  of  18  major 
languages.  They  are  as  easy  to 
change  as  the  typing  element  on 
an  IBM  "Selectric"  Typewriter, 
but  much  more  versatile. 

You  can  even  make  words 
wider —  bolder —  electronically, 
to  make  a  point. 

Which  brings  us  to  the  point: 
The  "Quietwriter"  7  Typewriter 
has  all  the  electronic  functions 
of  the  "Wheelwriter"  Typewriters. 

Introducing  Spell  Check. 

The  Spell  Check  option  is  a 
unique  electronic 
"dictionary"  that  contains 
approximately  50,000  of 
the  most  common  words 
k  used  in  business. 
If  you  make  a 
\    typing  error  or 

misspell  a  word,  the 
typewriter  will  signal 
you  to  correct  it.  It 
actually  helps  you 
proofread  as  you 
type. 

There's  also  an  option 
that  lets  all  three 
typewriters  double  as 
letter-quality  printers  for 
compatible  personal 
computers. 


i 


The  Price. 

The  new  IBM  typewriters 
start  at  just  under  $800. 

Not  much  for  the  most 
reliable,  most  advanced, 
easiest  to  use  IBM  typewriters 
ever. 

They're  even  easy  to  find:  To 
order  or  for  more  information, 
contact  an  IBM  Product  Center, 
an  Authorized  IBM  Typewriter 
Dealer  or  IBM  Direct  at  1 800 
IBM-2468.  Or  call  your  IBM 
marketing  representative. 

No  matter  how 
you  look  at  typing, 
we're  your  type. 


fare  in  Austin,  Tex.,  and  medical 
office  buildings  across  the  country 
(Forbes,  Aug.  29,  1983).  Those  are  a  far 
cry  from  the  airports,  sewage  plants 
and  factories  the  inventors  of  IDBs 
originally  envisioned. 

So  in  June  Congress  simply 
slammed  on  the  brakes.  Instead  of 
limiting  the  uses  of  IDBs,  Congress 
put  a  cap  on  them:  $150  per  state  per 
resident  per  year  or  $200  million, 
whichever  is  greater.  In  1987  that 
amount  falls  to  $100  per  resident, 
when  most  types  of  IDBs  under  $10 
million — the  kind  frequently 
abused — are  eliminated  altogether. 

To  curb  abuse  by  big  retailers  who 
use  new  store  locations  to  pressure 
cities  for  favorable  financing,  Con- 
gress also  put  a  $40  million-per-corpo- 
ration  limit  on  small-issue  IDBs. 

Skeptics  doubt,  however,  that  this 
is  the  end  of  the  line  for  IDBs. 
"They've  been  trying  to  limit  these 
things  for  a  long  time,  but  they're 
surprisingly  resilient,"  says  William 
F.  Henze,  partner  at  the  Dallas  office 
of  Jones,  Day,  Reavis  &  Pogue. 
"Sometimes  it  ain't  over  even  when 
it's  over." 

But  out  in  the  21  states  that  are  in 
danger  of  exceeding  their  IDB  limit,  or 
"allocation,"  next  year,  the  scramble 
is  on.  Congress  left  it  to  each  state  to 
divvy  up  its  own  pie,  thus  paving  the 
way  for  informal  intrastate  trafficking 
in  allocations.  Some,  like  Massachu- 
setts, say  they  will  parcel  out  IDB 
rights  on  a  first-come,  first-served  ba- 
sis. But  in  others,  like  Minnesota,  lo- 
cal officials  are  already  trading  alloca- 
tions like  baseball  cards  in  a  frantic 
effort  to  patch  together  financings  of 
appropriate  size. 

Riverside,  Calif,  has  a  real  problem: 
It  has  $36  million  worth  of  projects  in 
the  pipeline,  another  $10  million  un- 
der discussion,  and  only  $9  million 
per  year  in  allocations  to  parcel  out.  In 
theory,  it  could  make  up  some  of  the 
difference  by  buying  excess  alloca- 
tions from  wealthy  Beverly  Hills, 
which  is  hardly  the  Rust  Belt  but 
which  has  an  IDB  allotment  of  nearly 
$2  million.  So  Don  Oblander,  city  fi- 
nance manager,  hopes  to  sell  the 
rights  to  a  town  that  needs  them. 

Given  the  demand,  it's  a  sure  bet 
that  divvying  up  the  allocation  will 
get  political.  Which  is  surely  why 
Congress  included  a  provision  saying 
that,  for  each  issue,  officials  must  cer- 
tify that  no  bribe  was  taken.  "There 
have  been  some  chuckles  about  that," 
says  Douglas  Charchenko,  a  vice 
president  at  Shearson  Lehman/ Amex 
in  San  Francisco.  But  that's  what  hap- 
pens when  you  write  legislation  at  5 
o'clock  in  the  morning. 


For  the  short  term,  however,  the 
bond  lawyers  and  bankers  couldn't  be 
happier.  The  crunch  won't  begin  to 
hit  until  1985,  and  between  now  and 
the  end  of  the  year  everyone  will  be 
racing  to  get  to  market  with  issues 
that  have  been  grandfathered  in.  "Our 
problem  right  now  is  just  keeping  our 
heads  above  water  to  handle  what  we 
have,"  says  Oliver  W.  Stalter  of  Bos- 
ton's Gaston  Snow  &  Ely  Bartlett. 

Nor  have  the  bond  men  forgotten 
about  the  sacred  cows  exempted  from 
the  IDB  cap — such  as  Multifamily 
Housing  Revenue  Bonds,  a  type  of 
IDB  that  developers  can  use  to  build 
luxury  apartment  complexes  as  long 
as  20%  of  the  project  is  set  aside  for 
low-  and  moderate-income  renters. 
By  one  estimate  MHRBs  are  used  to 
finance  over  half  of  all  new  apart- 
ment projects  under  way  in  the  U.S., 
and  they  have  more  than  doubled, 
from  $2.2  billion  in  1980  to  $5.3 
billion  in  1983. 

But  even  MHRBs  could  find  the 
sailing  rough  come  next  year.  The 
Joint  Taxation  Committee  has  re- 
quested a  Government   Accounting 


Office  study  on  the  subject.  "There  i 
a  good  chance  that  an  awful  lot  of  thi 
housing  is  really  luxury  rental  hou; 
ing,  but  it  is  justified  on  the  basis  c 
helping  the  poor,"  says  one  membt 
of  the  study.  "Anytime  I  hear  the  ret 
estate  industry  saying  these  project 
have  to  be  done  to  help  poor  people, 
reach  for  my  wallet."  ■ 


Four  years  ago  new-issues  buyers  lovec 
Tacoma  Boat.  Today  a  couple  of  sbarj 
investors  are  taking  over  the  company— 
for  a  classic  bailout  price. 

Jumping 
on  a  sinking 
shipbuilder 


By  Richard  Phalon 


When  Tacoma  Boatbuild- 
ing Co.  went  public  during 
the  great  new-issues  boom  of 
1980,  it  got  a  red-hot  reception.  Taco- 
ma was  the  very  essence  of  the  new 
technology — a  builder  of  high-perfor- 
mance tuna  boats  and  gunboat  hulls 
stuffed  with  electronic  gear.  There 
was  even  an  exciting  kicker:  the  pros- 
pect of  exotic  new  craft  that  might 
help  solve  the  hazardous  waste  prob- 
lem by  incineration  at  sea. 

So  ran  the  sales  spiel,  and,  unlike 
many  other  issues  of  the  day,  there 


seemed  real  substance  to  Tacoma 
Frank  Lynott,  the  hard-driving  entre 
preneur  behind  the  company,  had  al 
ready  made  his  name  as  a  builder  o. 
big-ticket  pleasure  boats.  There  was 
also  a  string  of  earnings  gains  in  the 
five  years  before  Lynott  took  the  com- 
pany public. 

The  early  investors,  including  Lyn- 
ott, who  sold  some  600,000  shares  at 
the  original  $18  offering  price,  had  nc 
complaints.  There  were  50%  stock 
dividends  in  1981  and  1982.  The  mar- 
ket snapped  up  a  $20  million  convert- 
ible debenture  earmarked  largely  for 
expansion.  And  new  military  orders— 
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The  economy 

justisrit  playing 

by  tne  rules. 


The  rules  used  to  be  pretty  clear: 
Combining  major  budget  deficits  with  a 
strong  economy  would  breed  a  significant 
rise  in  inflation.  That's  not  happening  now. 

There  are  two  consequences: 
widespread  confusion,  and  remarkable 
opportunities  for  investors  who  clearly 
understand  what  is  going  on. 

And  no  one  can  help  you  understand 
better  than  Merrill  Lynch.  Our  research 
organization  is  consistently  ranked  best  by 
investment  professionals. 

And  they  have  concluded  that  we  are 
in  an  environment  so  different  from  the 
inflationary  period  of  the  past  20  years 
that  the  lessons  learned  about  inflation 
may  well  be  a  major  obstacle  to  investing 
success  in  the  present  era. 

Any  Account  Executive  of  Merrill 
Lynch,  Pierce,  Fenner  &  Smith  Inc.  can 
help  you  get  a  better  grasp  of  this  unusual 
situation,  as  well  as  explore  a  wide  range 
of  investment  alternatives  that  will  help 
you  profit  from  it. 

You  may  also  want  to  read  our  new 
research  report,  "Opportunities  in 
Financial  Assets:  How  to  Maximize  Your 
Total  Return."  Just  ask  a  Merrill  Lynch 
Account  Executive,  or  call  this  toll-free 
number  Monday  through  Friday  from 
8:30  a.m.  to  midnight  Eastern  time: 


800-MERRILL  •  EXT  •  9319 


Merrill  Lynch 

A  breed  apart. 


It's 

no  time 
to  go  it 

alone. 


4  Merrill  Lynch,  Pierce,  Fenner  &  Smith  Inc.  Published  in  U.S.A.  All  rights  reserved.  Member  SIPC. 


Surveillance  ship  under  construction  at  Tacoma's  yard 
Finding  a  safe  harbor  in  rough  financial  seas. 


from  the  U.S.  and  elsewhere — prom- 
ised to  keep  Tacoma's  yards  hum- 
ming at  flank  speed. 

It  took  little  more  than  a  year  for 
the  storm  clouds  to  appear.  Between 
1981  and  1982  Tacoma's  general  and 
administrative  overhead  jumped 
61%.  Revenues  barely  moved — from 
$169  million  to  $172  million — and 
Tacoma  ran  a  $1  million  deficit,  its 
first  in  at  least  seven  years. 

Initially,  Wall  Street  was  unper- 
turbed. Tacoma  shares  bumped  along 
in  the  20s.  After  all,  the  Washington 
State  yard  was  still  low  on  the  learn- 
ing curve  of  a  $235  million  order  for 
12  T-AGO  surveillance  ships  for  the 
U.S.  Navy.  Cost  overruns  on  the  first 
few  vessels,  the  rationale  went,  would 
turn  around  as  Tacoma  began  to  push 
more  of  the  highly  specialized  ocean- 
going tugs  down  the  ways. 

Even  a  70-day  strike  in  1983  didn't 
shake  investors.  By  first-quarter  1983, 
in  the  wake  of  a  $3  million  deficit, 
shares  still  hung  in  the  20s.  After  all, 
besides  the  T-AGOs,  work  was  under 
way  on  $192  million  worth  of  Coast 
Guard  cutters,  and  there  was  yet  an- 
other big  job  in  view:  two  corvettes 
for  the  Thai  navy  carrying  a  combined 
price  tag  of  more  than  $140  million. 

Underneath  all  the  good  news, 
though,  there  were  signs  that  cost 
overruns  had  become  a  way  of  life. 
Losses  in  1983  were  nearly  $20  mil- 
lion, and  the  company  says  that  1984 
is  likely  to  bring  more  of  the  same. 
Tacoma  shares  are  now  bottomed  at 
around  5Vi — belated  recognition  of  a 
familiar  evolutionary  ailment.  Entre- 
preneurial snap  and  drive  are  often  all 
it  takes  to  bring  a  small  company  to 
the  takeoff  point.  But  to  bring  it  safely 
through  a  period  of  explosive  growth 
takes  structure  and  institutionalized 
managerial  skills.  Nothing  like  that 


materialized  at  Tacoma  until  very 
late  in  the  game. 

Lynott,  64,  who  took  the  company 
out  of  bankruptcy  when  he  arrived  a 
decade  ago,  stepped  down  as  chief  ex- 
ecutive this  fall.  His  successor  is  B. 
James  Lowe,  56,  former  head  of  Unit- 
ed Nuclear  Corp.'s  systems  and  ser- 
vices division.  Several  experienced  fi- 
nance and  engineering  executives  are 
also  newly  on  board. 

If  Tacoma  were  suffering  only  from 
growing  pains,  it  might  be  out  of  the 
woods  already.  But  by  some  stroke  of 
carelessness,   the   cash-hungry   com- 


pany drew  advance  payments  on  its 
Thai  contract  into  general  funds.  That 
move  breached  bank  loan  agreements 
and  brought  work  on  the  Thai  ships  to 
a  standstill.  The  cash  squeeze  got 
even  tighter,  and  the  foreign  lenders 
behind  the  Thai  contract  stopped  ad- 
vancing funds. 

One  man's  trouble,  however,  is  an- 
other's opportunity.  That's  how  Rob- 
ert Machinist  and  Michael  Stanfield 
see  Tacoma.  They  are  managing  di- 
rectors and  chief  shareholders  of  Mid- 
land Capital  Corp.  (Forbes,  Apr.  9), 
and  Midland  has  offered  to  put  a  mini- 
mum of  $12  million  in  new  equity 
into  the  ailing  shipbuilder. 

The  money  would  come  through  a 
limited  partnership — but  only  on  con- 
dition that  the  banks  turn  the  credit 
spigot  back  on.  The  purchase  proposal 
includes  options  to  buy  500,000 
shares  of  Lynott's  stock  and  a  total  of 
4  million  shares  of  Tacoma.  That  di- 
lutes common  equity  by  nearly  50% 
and  gives  Midland  control  of  the  com- 
pany. "It's  either  a  great  buy  or  a  great 
short  sale,"  quips  Machinist. 

The  banks,  it  seems,  have  little 
choice  but  to  go  along.  And  since  Mid- 
land is  picking  up  its  stock  for  half  of 
what  investors  paid  four  years  ago, 
Machinist  can  well  afford  a  quip  or 
two  over  the  size  of  his  downside  risk. 
One  more  indication  that  the  time  to 
buy  hot  issues  is  when  they  are  al- 
most as  cold  as  death.  ■ 
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In  the  steel  business  its  not  how  much  you  i 
earn  but  how  little  you  can  lose.  Canada's^ 
Stelco  Inc.  seems  to  have  the  losses  under* 
control  as  it  awaits  a  surge  of  imports. 

Staying  in 
the  ball  game 


By  Barry  Stavro 


STE 
si 
in 


telco  Inc.'s  $1  billion  mistake 
sits  on  the  shores  of  Lake  Erie 
Nanticoke,  Ont.,  about  80 
miles  southwest  of  Toronto,  probably 
the  last  big  new  steel  mill  that  will  be 
built  from  scratch  in  North  America. 
The  plant  was  started  a  decade  ago  to 
provide  steel  for  all  those  pipelines 


and  oil  rigs  that  were  going  to  come 
with  the  energy  boom. 

The  energy  boom  fizzled,  and  Can- 
ada's recession  crushed  demand,  but 
the  Lake  Erie  plant  may  be  the  mis- 
take that  saves  Stelco.  That's  because 
its  technology  reduces  man-hours  per 
ton  by  40%,  which  translates  into  a 
20%-per-ton  cost  saving  over  the 
company's  old  plant.  There  may  nev- 
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WHY  THE 

VALUE  OF  A  GOLD 

PATEK  PHILIPPE 

GOES  UP 


There  are,  throughout  the  world,  thousands  of 
tek  Philippe  timepieces  still  ticking  silently  (and 
curately)  in  tribute  to  the  hands  that  made  them  over 
:entury  ago. 

Occasionally  one  is  offered  at  auction  by  one  of 
e  world's  distinguished  salons.  Like  any  other  work 
art  by  the  acknowledged  master,  a  Patek  Philippe 
>preciates  in  value. 

This  would  go  without  saying  for  the  museum 
orthy  Pateks  that  belonged  to  scores  of  legendary 
Hh  century  figures-from 
)lstoy  to  Tchaikovsky,  from 
/agner  to  Queen  Victoria, 
ny  antique  Patek  Philippe 
a  collectors  item,  simply 
?cause  it  is  a  Patek  Philippe, 
unique  example  of  work- 
anship  at  its  highest  level. 

But  what  of  a  Patek  Phi- 
ppe  that  was  bought  10 
;ars  ago?  Can  it  be  a  collec- 
•r's  item  today?  The  price 
\e  paid  for  it  reflected  its 
ilue  as  the  finest  available 
mepiece  of  its  kind-and  as 
work  of  art  that  was  des- 
ned  to  increase  in  value, 
?cause  the  scarcity  of  such  quality  is  growing  at  a 
sheartening  rate. 

Everything  about  a  gold  Patek  Philippe  that  can 
i  gold  is  gold-18  kt  gold-right  down  to  the  winding 
own,  the  strap  buckle,  even  the  spring  bars  that  hold 
e  strap  to  the  watch.  In  automatic  Pateks,  for  greater 
chnical  efficiency,  the  rotor  is  18  kt  gold  (22  kt  in  one 
odel).  But  gold  has  never  represented  more  than  25% 
the  cost  of  a  Patek  Philippe  watch.  The  real  cost  is  in 
ie  time  and  patience  and  tradition  and  absolute  ded- 
ation  to  {lawlessness  that  make  it  a  Patek  Philippe. 


Time:  It  takes  eight  to  nine  months  to  complete  a 
single  Patek.  And  once  the  watch  is  finally  assembled 
and  working  perfectly,  it  is  taken  apart  again  to  be 
further  refined.  Patience:  Every  element  is  microscop- 
ically hand-finished  to  a  tolerance  of  no  more  than 
one  one-hundredth  of  a  millimeter.  Every  wheel,  gear, 
pinion  and  cog  is  polished  by  hand  until  it  is  virtually 
frictionless.  Tradition:  Just  as  most  Patek  Philippes  are 
handed  down  from  one  generation  to  the  next,  so  are 
the   tools  that  Patek  watchmakers  use   to   perfect 

them-heirlooms  that  have 
become  as  precious  as  they 
are   indispensable.    Flawless- 
ness:  After  testing  and  regu- 
lating and  refining  to  as  near 
absolute    perfection    as 
human  hands  and  minds  can 
achieve,  each  Patek  is  lubri- 
cated so  delicately  that  it 
takes  less  than  a  cupful  of  oil 
for  an  entire  year's  produc- 
tion. A  fact  you  may  appre- 
ciate most  in  the  silkiness 
you  feel  as  you  wind  a  Patek. 
This  year's  production 
at  Patek  Philippe  will  reach  a 
grand  total  of  approximately 
11,000.  Which  is  terribly  few  compared  with  the 
numbers  of  appreciative  people  with  the  means  to 
own  one. 

But  not  so  few  when  you  consider  that  most  of 
them  will  be  ticking  silently  (and  accurately)  a  century 
from  now.  And  when  you  take  into  account  that  Patek 
Philippe  has  been  at  this,  undeviatingly  since  1839. 


The  Patek  Philippe  pictured  here  is  our  Automatic  Golden 
Ellipse.  For  a  comprehensive  new  presentation  of  Patek  Philippe 
timepieces,  please  send  $5  to  Patek  Philippe,  W  Rockefeller  Plaza, 
Suite  629-F,  New  York,  NY  10020. 


PATEK 
PHILIPPE 


EVEN  WHEN  THE 

PRICE  OF  GOLD 

GOES  DOWN. 


Stelco  President  John  Allan 
"Oh,  we'll  survive  all  right. 


er  be  another  one  like  it,  because  it 
would  cost  $2,000  a  ton  to  build  such 
a  plant  today,  more  than  twice  what 
Stelco  paid. 

"Thank  goodness  we  have  it.  It's 
the  cornerstone  of  the  future  in  flat- 
rolled  steel,"  says  John  Allan,  Stelco 
president  and  chief  executive,  who 
started  as  a  management  trainee  37 
years  ago  and  spent  a  summer  shovel- 
ing dolomite  into  an  open-hearth  fur- 
nace on  the  graveyard  shift. 

If  the  Reagan  Administration's  plan 
to  curb  overseas  steel  imports  to  the 
U.S.  succeeds,  the  mills  of  Brazil,  Ko- 
rea, Japan,  Western  Europe  and  South 
Africa  will  be  looking  for  new  dump- 
ing grounds.  "When  they're  chased 
out  of  the  U.S.,  where's  that  steel  go- 
ing to  go?  We're  the  last  open  market. 
We're  going  to  be  experiencing  the 
same  problem,"  Allan  says.  Imported 
steel  accounts  for  only  11%  of  the 
Canadian  market  today,  against  the 
26%  slice  that  imports  take  in  the 
U.S.  "Once  the  imports  find  their  way 
in,  it's  very  tough  to  knock  them  out. 
You've  got  to  fight  them  with  new 
products,"  he  says.  One  new  product: 
steel  highway  dividers,  now  being 
tested  in  Ontario  and  Florida.  They 
could  eat  up  120  tons  of  steel  per  mile 
of  highway. 

His  big  edge,  though,  is  the  Lake 
Erie  plant,  opened  in  1980  and  turning 


"NEAT  COPIERS 
AT  NEAT  PRICES." 

—Tony  Randall 

"Finally  there  are  copiers  the 
can  take  a  messy  pile  of  differes 
size  originals.  And  give  you  a 
neat  stack  of  same  size  copies.- 
automatically. 
p  "They're  the  Beta  zoom 
copiers  from  Minolta.  And  tht 
do  things  copiers  never  used  1 
do,  thanks  to  features  like  thes 


1»IB 

Variable  reduction  and  enlargeme 

For  copies  anywhere  from  almost  50°/ 
smaller  than  the  original  up  to  almost 
50%  larger. 


It  1.4  million  tons  of  continuously 
i  »t  steel  a  year.  Molten  steel  is 
#ured  as  a  single  strand,  then  rolled, 
j!  ipping  the  old  ingots-first,  then  re- 
;  ;lt-and-roll  process.  A  new  hot  strip 
'iill  was  opened  there  last  year.  The 
■:  -inch-thick  steel  slabs  are  run 
•  rough  a   computer-controlled  fur- 

ce — up  to  2,400  degrees — then 
'lied  on  an  1,100-foot  runway  until  a 
■<-step  process  renders  the  steel  into 

iled  rolls  of  less  than  1 -inch-thick 
fetal.  Allan  brags  that  his  plant  will 
'and  up  to  any  in  North  America  for 
jist  and  quality. 

■  That  Lake  Erie  plant,  together  with 
lie  company's  minimills  in  Edmon- 
|>n  and  Montreal,  are  all  running  at 

)0%  capacity. 
!  Not  so  with  Allan's  big  Hamilton, 

nt.  mill,  with  5.6  million  tons  of 
opacity.  It  has  both  newer  basic  oxy- 
jen  furnaces  and  five  antiquated  open 
'earth  furnaces — one  reason  it's  run- 
ing  at  only  55%  of  capacity.  So  that's 
'ie  next  overhaul  target:  $300  million 
Canadian)  will  be  spent  over  three 
ears  to  put  in  continuous  casters, 
'oday  40%  of  Stelco's  steel  is  con- 
.nuously  cast,  vs.  about  37%  in  U.S. 
lills  and  90%  in  Japan.  After  the 
verhaul,  Allan  figures  80%  of  his 
teel  will  be  continuously  cast.  "By 
he  end  of  the  decade,  we're  looking  to 
>e  in  first-class  fighting  trim." 


In  the  steel  business  today  it's  not 
how  much  you're  making  but  how 
little  you're  losing  that  counts. 
Stelco,  with  about  35%  of  the  Canadi- 
an market  (12.8  million  metric  tons 
produced  last  year),  lost  $41  million 
(Canadian)  in  1982,  its  first  loss  year 
ever,  then  $14  million  (Canadian) 
more  last  year.  This  year  Stelco  will 
come  close  to  break-even  on  about 
$2.5  billion  (Canadian)  in  sales.  But 


"We'll  be  earning  money, 
and  that'll  keep  us  in  the 
ball  game,"  says  Stelco 
President  Allan.  That  might 
not  sound  like  an  exciting 
game,  punting  on  second 
down  and  hoping  the  other 
guy  fumbles.  But  it's  the 
only  way  to  play  the  steel 
game  nowadays. 


even  that  loss  last  year  works  out  to 
only  $2.25  per  ton  of  steel  produced, 
compared  with  about  $27  a  ton  lost  by 
the  seven  big  U.S.  steelmakers. 

Still,  by  North  American  standards, 
Stelco  is  one  healthy  steel  company. 
The  company  has  raised  $584  million 
(Canadian)  through  the  sale  of  pre- 
ferred shares  since  1977  for  its  capital 
program,  and  long-term  debt  is  only 


$500  million  (Canadian),  unchanged 
in  eight  years. 

Stelco  has  also  held  the  line  better 
on  wages,  with  its  labor  costs  running 
about  $15  an  hour  ($20  Canadian), 
compared  with  about  $22  in  the  U.S. 

"Oh,  we'll  survive  all  right.  Making 
sure  this  company  can  make  some 
good  earnings,  that's  my  worry.  It's 
just  a  matter  of  standing  up  and  biting 
bullets,"  says  Allan. 

Those  bullets  include  cutting  divi- 
dends— halved  to  $1  (Canadian)  a 
year — and  trimming  15%  of  the  sala- 
ried work  force  and  chopping  out  un- 
profitable lines  such  as  residential 
siding  and  bolts  and  washers.  "We're 
helping  to  tear  down  the  empire  we 
helped  build.  It's  very  painful,  but  Al- 
lan says,  'Fellas,  you've  got  to  recog- 
nize where  we're  at,'  "  notes  George 
Layt,  senior  vice  president. 

Says  Allan:  "I  think  we're  very  fit  in 
terms  of  the  private  enterprise  ele- 
ment of  the  [steel]  industry.  There 
aren't  many  of  us  left.  The  rest  is 
government  owned  or  controlled.  If 
we  accomplish  what  we  have  in  mind, 
we'll  be  earning  money,  and  that'll 
keep  us  in  the  ball  game." 

That  might  not  sound  like  an  excit- 
ing game  to  watch:  Punt  on  second 
down  and  hope  for  a  fumble,  just  to 
stay  in  the  ball  game.  But  it's  the  only 
way  to  play  this  game.  ■ 
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ito  sizing.  Uniform  copies  from  different  size 
iginals.  automatically 


ito  paper  select.Takes  a  stack  of  different  size 
iginals  and  automatically  copies  each  one  on  the 
rrect  paper  size 

"So  what  used  to  be  hard  jobs,  like 
king  bound  reports  and  preparing 
tsentation  materials,  are  now  as  easy  as 
'ssing  a  few  buttons. 


"About  the  only  thing  neater 
than  how  much  Beta  zoom 
copiers  do  is  how  little  they  cost. 

"See  your  Minolta  dealer  and  be 
prepared  for  a  neat  surprise." 

THE  BETA  ZOOM  COPIERS. 
ONLY  FROM  THE  MIND  OF  MINOLTA. 


MINOLTA 


Not  all  features  available  on  all  Beta  machines. 

Look  for  your  authorized  Minolta  dealer  in  the  Yellow  Pages 


After  its  big  loss  on  steel,  LTV  could  use  a 
little  extra  profit.  One  hope:  sell  its  Hum- 
mer, the  Army 's  replacement  for  the  Jeep,  to 
civilians  for  $50,000  apiece. 


Four-wheel  chic 


By  Allan  Dodds  Frank 


WE  WILL  DO  A  COMPLETE 
character  check  on  anyone 
we  sell  this  to.  A  common 
ordinary  millionaire  won't  be  able  to 
buy  it,"  jokes  Lawrence  Hyde,  presi- 
dent of  AM  General,  a  division  of  LTV 
Corp.'s  Aerospace  &  Defense  Co. 
Hyde  actually  hopes  lots  of  common 
ordinary  millionaires,  with  $50,000  or 
so  to  spare,  will  buy  (probably  tax 
deductible)  a  civilian  version  of  LTV's 
new  Hummer,  a  big,  fast,  four-wheel- 
drive  military  vehicle  that's  a  cross 
between  a  jeep  and  a  truck. 

In  all  the  furor  over  LTV's  gaping 
losses  from  steelmaking,  it  is  often 
forgotten  that  LTV  is  also  a  prospering 
defense  contractor  that  will  do  about 
$1.9  billion  worth  of  business  with 
the  Pentagon  this  year  in  such  items 
as  B-l  bomber  sections,  Army  mis- 
siles and  5-ton  trucks.  At  the  mo- 
ment, losses  in  steel,  where  LTV  is 
now  the  nation's  second-largest  pro- 
ducer, are  overwhelming  defense  prof- 
its. Despite  $7.5  billion  or  so  in  sales, 
a  loss  for  the  year  is  certain  -and  the 
company  has  suspended  its  dividends 
on  common  stock. 

But  the  Hummer  is  evidence  that 
LTV  has  lost  none  of  its  defense  prow- 
ess. The  Hummer,  which  the  U.S. 
military  calls  the  High  Mobility 
Multi-purpose  Wheeled  Vehicle,  or 
HMMWV  (official  jargon  pronunci- 
ation: hum-vee),  weighs  5,100  pounds 
empty,  carries  a  1  '/4-ton  payload,  is  15 
feet  long  and  7  feet  wide,  with  a  re- 
mote-controlled electric  turret  for 
mounting  machine  guns  or  small  mis- 
siles as  an  option.  It  gets  10  to  14 
miles  per  gallon  from  its  6.2-liter,  V-8 
150hp  diesel  engine,  and  is  equipped 
with  an  automatic  transmission  with 
three  forward  speeds  in  three  gear 
modes,  or  nine  forward  speeds. 


Hyde  believes  ranchers  and  gentle- 
men sportsmen  who  now  buy  British 
Land  Rovers  or  the  Steyer  will  switch 
to  the  Hummer.  It  accelerates  from 
zero  to  30mph  in  7  seconds,  climbs 
60-degree  hills,  fords  streams  5  feet 
deep,  and  can  be  equipped  to  adjust 
tire  pressures,  while  moving,  from  75 
pounds  per  square  inch  for  paved 
roads  to  10  pounds  per  square  inch  for 


of  mobile  equipment  in  the  history  i 
the  U.S.  Army.  The  old  Jeeps,  lik. 
some  of  the  great  horses  of  the  Civil  I 
War,  will  be  forgotten  by  the  generals 
and  their  historians  once  this  one  be- 
gins to  climb  over  peaks  and  valleys, 
troughs  and  through  impenetrable 
thickets." 

The  Hummer  was  designed  to  re- , 
place  the  'A-ton  Jeep  and  other  small 
military  vehicles  and  could  have  a  I 
production  run  of  20  years  or  more.  In 
1983  LTV  bought  AM  General  for 
$170  million  from  American  Motors  i 
Corp.,  which,  in  turn,  in  1970  had  I 
purchased  Kaiser  Jeep,  the  successor 
to  Henry  Kaiser's  car  company.  Kaiser  J 
in   1952  had  bought  Willys,  which 
made  the  Jeep  in  the  Big  War.  AMJ 
General  expects  to  deliver  the  first 
11,000  aluminum-bodied  Hummers 
to  the  military  next  year.  There  are  15 1 
models,  ranging  from  stripped-down, 
two-door,  soft-top  cargo/troop  carriers 
to  armored  ambulances  and  steel-re- 
inforced,     missile-launching      plat- 
forms. LTV  figures  that  by  1986,  as- 
suming the  U.S.  military  puts  on  its 
seal  of  acceptance,  sales  to  foreign 
governments  and  American  civilians 
can  start.  The  Hummer  already  has 


The  Hummer  in  military  dress 

Sportsmen  should  be  able  to  get  theirs  by  1986. 


emergency  maneuvers  in  deep  mud, 
sand  or  snow.  The  Hummer  has 
ground  clearance  of  16  inches,  yet  is 
only  69  inches  high — 2  inches  shorter 
than  the  old  Jeep — and  has  a  center  of 
gravity  so  low  it's  virtually  unrelia- 
ble. All  in  all,  it  promises  to  be  a  high- 
performance  mean  machine. 

The  military  has  committed  more 
than  $1.2  billion  over  five  years  for 
57,000  of  them.  Civilian  models 
won't  have  the  turret. 

Hyde  can  get  carried  away  with  his 
Hummer.  "When  this  gets  out  in  the 
field  and  really  begins  to  hum,  it  will 
become  one  of  the  most  prized  pieces 


been  shown  at  this  year's  Farnbor-i 
ough  Air  Show  in  England,  at  the  an-i 
nual  Army  show  in  Washington  and' 
at  a  Greek  demonstration,  and 
sheikhs  soon  will  be  test-driving  it  im 
the  Middle  East. 

There's  also  a  possibility  in  a  few 
years  of  a  smaller,  'A-ton-payload  ver- 
sion only  5  feet  wide  and  with  12-inch 
ground  clearance.  You  see,  the  Hum- 
mer today  is  just  a  tad  too  big  to  fit 
into  residential  garages  or  parking 
spaces  at  the  country  club. 

Now,  if  LTV  Chairman  Raymond 
A.  Hay  can  just  get  that  steelmaking 
operation  in  the  black.  .  .  .  ■ 
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The  Brunswick  Leadership  Series. 

Fhe  very  best  of  the  very  best. 


V^uality.  Its 
standard  equipment 
in  everything  the 
Brunswick  Corporation 
makes  and  does.  And 
this  collection  of  lim- 
ited edition  products 
represents  the  very 
best  of  Brunswick. 
We've  taken  139  years 
of  Brunswick  know- 
how  and  leadership, 
combined  with  the 

most  advanced  tech- 

gy  of  today  to  create  this  collection.  It's  the 
best  of  the  very  best." 


Zebco  24  carat  gold 
Plated  Reel  and  Rod 


Jack  Reichert,  Chairman,  Brunswick  Corporation 

The  Limited  Series 
Ball  and  Bag 

igned  and  crafted  for  the  discriminating 
'ler,  this  limited  series  ball  and  bag  offers 
ultimate  in  performance  and  style. 
ITie  striking  black  ball  of  high  performance 
hane  is  designed  for  today's  lane  con 
jns.  It  comes  completely  personal 
with  your  signature  engraved, 
rhe  luxurious  bag  is  hand 
ted  of  the  finest  leather 
accented  with  genuine 
tile  trim.  Embroidered 

with  your 

name.  A 

limited 


The  consummate  fishing  com- 
bination. A  24  carat  gold- 
plated  reel  with  imported  teak 
wood  accents.  All  internal 
parts  individually  treated  to 
be  corrosion-resistant. 
And  the  6  foot  ultra- 
sensitive boron  rod 
has  an  inlaid  teak 
wood  handle  and 
gold  plated  line 
guides.  A  limited 
edition  of  250. 
$400 


Bowling  and 
Entertainment  Center 

ir  own  personal  bowling  center.  Two 
temporary  lanes  complete  with  the  most 
anced  in  bowling  technology: 
:  revolutionary  AS-80 
orvision  Plus  Automatic 
rer  and  System  2000  high 

i  lane  surface.  VCR  and  

»  camera  also  included. 
1000 


Replica  of  1884 
Brunswick  Billiard  Table 

Masterfully  handcrafted  and  elegantly  repro- 
duced, this  is  a  replica  of  an  original  Bruns- 
wick 1 884  model.  Made  from  the  finest  hand 
selected  hardwoods  and  set  on  a  slate  bed. 
A  limited  edition  of  10.  $15,000 


Mercury  Ultima  3.4 

The  ultimate  in  outboards.  Built  to 
be  the  most  powerful  outboard 
motor  you  can  buy.  A  hand- 
crafted 207  cubic  inch 
powerhouse  charged  by  the 
state-of-the-art  electronic 
fuel  injection  system. 
Requires  a  boat  at 
east  22  feet 


in  length.  A 
limited  edi- 
tion of  50. 
$20,000 


Ordering  Information: 
All  items  in  the  Leadership  Series  are  custom 
made  to  order,  following  acceptance  of  order. 
Delivery  time  will  vary  depending  upon  pro- 
duct selected.  To  place  your  order  or  for  more 
information  on  the  Brunswick  Leadership 
Series,  call  the  Office  of  the 
Chairman,  800-621-6413  fllli- 
nois  residents  312-262-7783). 
Or  write:  Office  of  the  Chair- 
man, Brunswick  Corporation, 
One  Brunswick  Plaza, 
Skokie,  Illinois  60077. 

If  your  order  is  accepted 
before  December  20th  you 
will  receive  a  framed  certificate  of 
authenticity  signed  by  Jack 
Reichert,  Chairman  of  Brunswick 
Corporation,  which  is  suitable  for 
giving  at  Christmas. 


BRUNSWICK. 

SINCE  1845.  AND  STILL  THE  LEADER. 


Prices  include  shipping  in  continental  U.S.,  installation 
and  applicable  sales  taxes. 

©1984  Brunswick  Corporation 


How  high  technology 
conquered  cold  feet. 


ALLEGHENY  INTERNATIONAL 

SPECIAL  SKILLS  FOR  SPECIAL  NEEDS. 


esis  blanket  is  the  new 
ztric  blanket  developed  by 
>rthern  Electric,  an  Allegheny 
ional  company 

patented  heating  system 
mque  wire  called  PTC 
ive  temperature  coefficient) 
i  iich  acts  like  a  million  tiny 
|  f  mostats  to  sense  and 
!  ictto  minute  vari- 
ces in  temperature. 


he  new  Genesis 
iketispartofthe 
lumber  Rest  line 
of  blankets  from 
orthem  Electric. 


9  blanket  responds  by 
idinq  more  warmth  to  those 
3as  that  need  it.  This  break- 
ough  in  thermal  technology 
sans  that  the  Genesis  blanket  not 
ly  guarantees  greater  sleeping 
mfort  but  eliminates  the  need  for 
c  20  thermostats  found  in  ordi- 
iry  electric  blankets. 


Another  example  of  how 
Allegheny  International  is  applying 
new  technologies  to  improve  con- 
sumer products  is  the  recently  intro- 
duced Sunbeam  Monitor  Iron.  It's 
the  first  iron  with  a  "thinking"  solid- 
state  electronic  system  that  senses 
and  automatically  adjusts 
heat  and  even  turns  itself 
off  if  accidentally  left 
on.  The  Sunbeam 
Monitor  Iron  shuts  off  in 
30  seconds  if  it's  knocked 
over  or  left  in  the  ironing 
position;  it  shuts  off  in  10 
minutes  if  left  upright.  New 
controls  and  indicator  lights, 
extra  steam  vents  and  self- 
cleaning  features  help 
make  it  the  ultimate  in 
ironing  ease  and  safety 

The  Sunbeam  Monitor 

Iron,  with  its  electronic 

brain,  guarantees 

precise  heat.  It  even 

shuts  off  if  you  forget. 

In  Europe,  Rowenta, 
another  Allegheny 
International  company 
has  applied  new  tech- 
nology to  toasters.  The  new 
Rowenta  "Cool  Touch"  toaster 


A  sleeper's  body  temperatures  can 
vary  as  much  as  10  degrees  or  more. 
A  unique  new  wire  developed  for  the 
Genesis  electric  blanket  acts  like  a 
million  tiny  thermostats  and  sends 
more  warmth  to  those  areas  that 
need  it  and  less  to  those  that  don't. 


is  the  first  toaster  that  feels  cool  even 
while  toasting.  Its  supersize  slot 
accommodates  thick  slices,  and  an 
automatic  centering  device  means 
even  toasting  for  any  size  piece. 

Thick  slices  fit  easily 
in  the  cool-sided 
Rowenta  toaster 
sold  in  Europe. 


some  of  the  ways 
Allegheny  International  companies 
worldwide  are  applying  new  tech- 
nologies to  achieve  innovations 
and  improvements.  As  the  world's 
leading  maker  of  work-saving 
consumer  products,  we  are  dedi- 
cated to  developing  the  most  ad- 
vanced and  reliable  products  for 
people  everywhere. 
For  more  information, 
write  to  us  at  Box  456  M  Two 
Oliver  Plaza,  Pittsburgh,  PA  15230. 

®  Sunbeam,  Rowenta,  Cool  Touch. 
™Genesis,  Monitor,  Slumber  Rest. 


The  saga  of  Michael  Minson  is  not  just 
another  story  about  a  fishy  oil  tax  shelter. 
This  one  has  a  new  twist:  the  case  of  the 
"producing'  dry  holes. 


Fool's  oil 


By  Carol  E.  Curtis 


eet  Michael  Minson,  oil- 
tax  shelter  promoter.  A 
handsome  Californian  in  his 
early  40s,  Minson  lives  like  a  movie 
star  in  a  multimillion-dollar  Beverly 
Hills  mansion  with  a  private  tennis 
court  and  a  Porsche  in  the  driveway. 
Not  so  lucky  are  the  people  who 
invested  with  him  and  lent  him 
money. 

Minson  set  up  his  Denver-based 
company,  then  called  Minson  Oil 
Co.,  to  arrange  outside  financing 
for  oil  deals  soon  after  the  1973  oil 
embargo.  The  first  five  years  were 
rough;  by  1978  Minson  had  man- 
aged to  raise  only  $3  million.  He 
hit  the  big  time  after  he  persuaded 
the  prestigious  New  York  broker- 
age firm  of  L.F.  Rothschild,  Unter- 
berg,  Towbin  to  serve  as  under- 
writer and  principal  marketer  of 
Minoco  oil  and  gas  programs. 
Rothschild  (which  is  50% -owned 
by  British  business  magnate  Jacob 
Rothschild)  joined  with  some  of 
the  firm's  partners  to  acquire  50% 
of  Minoco  Resources,  a  joint  ven- 
ture with  Minson. 

After  that,  the  good  times  rolled. 
Over  the  next  four  years  Minoco 
sold,    to    some    5,000    investors, 
about  $60  million  in  public  pro- 
grams in  small  units  of  $5,000, 
plus  $41  million  in  private  letter- 
of-credit    deals.    The    latter    pro- 
grams—not registered  with  the  SEC 
and  free  from  most  SEC  regulations 
for  limited  partnerships — were  sold  in 
units  of  $160,000,  but  investors  typi- 
cally put  up  only  a  fraction  in  cash. 
They  supplied  a  letter  of  credit  from 
their  bank  for  the  rest  and  took  a  tax 
deduction     based     on     the     entire 
amount — often  more  than  a  2-for-l 
writeoff  in  the  first  year. 


Oil?  Turned  out  there  wasn't  much 
oil.  By  1983  many  of  the  hundreds  of 
wells  in  which  Minoco  had  a  stake 
were  not  producing  any  significant 
revenue.  Later  that  year  Minoco 
Southern  Corp.,  one  of  Minson's  com- 
panies that  acted  as  a  general  partner, 
went  into  Chapter  1 1 . 

The  investors  lost  their  cash  invest- 


Micbael  Minson  with  his  Porsche 
Fat  profits  from,  lean  properties. 

ment,  but  so  what?  With  a  healthy 
writeoff,  who  worries  about  cash?  Ah, 
but  there  were  those  letters  of  credit. 
The  banks  were  calling  them  in — and 
some  are  still  to  be  called  People  who 
thought  they  had  heard  the  last  of 
their  programs  were  now  confronted 
with  claims  for  up  to  $140,000. 

It  was  small  comfort  when  Minson 
announced    last    June    that    he    had 


worked  out  a  deal  with  May  Energy 
Partners,  a  small  Texas  company  tha 
trades  limited  partnerships  on  th< 
American  Stock  Exchange,  to  buy  th< 
assets  of  the  Minoco  partnerships 
May  acquired  all  of  Minoco's  remain 
ing  oil  and  gas  properties  and  gave  th< 
limited  partners  shares  in  a  publicly 
traded  company.  Some  $100  millior  \ 
in  limited  partnerships  were  wortl ! 
approximately  $14  million — about  V 
cents  on  the  dollar. 

Some  of  the  limited  partner  victims 
are  affluent  Hollywood  types,  such  a; 
producer  Daniel  Melnick;  but  other; 
are  middle-class  housewives,  amonj 
them  Marsha  Jesperson  of  Byfield 
Mass.,  who  has  already  had  to  ante  u] 
over  $68,000  because  her  bank  callei 
her  letter  of  credit  late  last  year  for  i ' 
1980  partnership  in  which  she  and  hei 
husband  invested  $80,000. 

A  familiar  story?  Not  exactly.  This 
one  has  a  difference.  Boston  tax  attor- 
ney Jack  Green,  who  had  recommend- 
ed Minoco  to  his  unfortunate  clients, 
pored  over  the  company's  drilling  rec- 
ords. He  found  that  a  lot  of  the  wells 
were  in  an  area  in  eastern  Kansas  that 
has  some  of  the  most  thoroughly  ex- 
plored and  developed  oilfields  in 
the  U.S.;  some  have  been  virtually 
depleted  for  years.  "It  is  a  poor-boy 
area  where  the  investor  isn't  going 
to  make  a  profit,"  says  a  petroleum 
engineer  familiar  with  the  area. 
Green's  clients  filed  a  lawsuit 
charging  that  Minoco  and  Roth 
schild  defrauded  investors  by  par 
ticipating  in  wells  that  would  pro 
duce  minute  quantities  of  oil — per- 
haps one  or  two  barrels  a  day — to.> 
make  it  appear  that  Minoco  had  a 
good  discovery  record.  "They 
knew  they  would  find  oil  but  also 
that  it  would  never  be  profitable," 
charges  Thomas  Shapiro,  attorney 
for  the  plaintiffs.  "It  was  fraudu-  I 
lent  to  call  those  things  oil  wells." 
Minson's  lawyer,  William  Dai- 
ley  Jr.,  shrugs  off  the  lawsuit:  "The 
wells  were  at  all  times  economi- 
cally feasible.  Anyway,  investors 
knew  there  was  a  high  degree  of 
risk."  L.F.  Rothschild  says:  "The 
suit  is  based  on  unproven  allega- 
tions, without  merit." 

Another  victim  may  be  the 
banks.  Penn  Square  underwrote 
some  of  the  letters  of  credit  and  sold 
the  paper  to  Continental  Illinois  By 
the  estimate  of  the  plaintiffs,  Conti- 
nental holds  several  million  dollars' 
worth  of  letters  of  credit  from  Min- 
oco investors.  Movie  producers  may 
be  able  to  pay  what  they  owe,  but  if 
some  smaller  fry  can't,  then  Conti- 
nental may  find  some  of  that  money 
uncollectible.  ■ 
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;ror  years,  the  world  of  employee 
;  irement  planning  had  virtually  one 
Id  only  one  steady  theme:  pension  as- 
ts  were  mushrooming  in  growth  and 
iuld  continue  doing  so  until  the  next 
ntury.  After  all,  the  explosive  growth 
the  1970s  had  resulted  in  a  pool  of 
pital  of  almost  $800  billion  in  assets, 
eryone  assumed  the  phenomenal 
Dwth  would  continue.  In  the  early 
80s,  in  fact,  one  government  study 
timated  that  pension  assets  would 
ial  $3  trillion  by  1995. 
But  it  is  beginning  to  appear  that 
e  experts  were  wrong.  It  appears  that 
e  rate  of  growth  is  slowing  down, 
wording  to  Pensions  &  Investments 
je,  a  trade  publication,  contributions 
the  nation's  largest  pension  plans 
jclined  in  both  1982  and  1983,  a  re- 
irsal  of  a  long-standing  trend. 
What  the  experts  failed  to  anticipate 
as  that  pension  plans  would  earn  re- 
rns  higher  than  anticipated  and 
Duld  become  "overfunded"  due  to 
e  high  returns  they  earned  in  the 
ock  and  bond  markets.  Further,  the 
cperts  did  not  foresee  that  corporate 
tecutives  would  take  a  look  at  those 
llions  of  dollars  of  pension  fund  as- 
Jts,  decide  to  terminate  the  pension 
ans,  recapture  the  "excess"  plan  as- 
!ts  and  establish  new,  different  kinds 
retirement  plans  for  employees. 
Simultaneously,  other  events  un- 
Ided  which  resulted  in  new  and  dif- 
rent  kinds  of  retirement  plans.  And 
day,  these  new  plans  are  now  among 
e  fastest  growing.  First,  there  is  an 
(plosion  of  new  kinds  of  profit-shar- 
g,  savings  and  tax-deferred  plans, 
nd  secondly,  of  course,  the  1981  tax 
langes  opened  up  individual  retire- 
ent  accounts  to  anyone  earning 


$2,000  or  more  per  year.  The  accept- 
ance level  for  IRAs  is  far  greater  than 
Congress  ever  anticipated. 

For  the  individual,  these  changes 
mean  that  for  the  first  time  ever,  they 
face  the  challenge  of  being  responsi- 
ble for  a  great  deal  of  their  own  retire- 
ment planning  and  investing.  Today 
they  are  setting  up  their  own  retire- 
ment accounts  and  making  their 
own  investment  decisions. 

This  is  a  far  cry  from  the  traditional 
retirement  funds.  Under  these  defined 
benefit  pension  plans  (where  the  com- 
pany promises  to  pay  a  certain  monthly 
or  lump  sum  retirement  benefit),  the 
employee  had  no  say  in  the  invest- 
ment of  those  assets.  With  these  tradi- 
tional plans  executives  on  the  retire- 
ment committee  decided  how  much  of 
the  plan  was  invested  in  stocks,  bonds 
and  cash  equivalents.  And  then  they 
selected  a  professional  investment 
management  firm  such  as  a  bank  trust 
department,  an  insurance  company  or 
an  independent  counseling  firm  to 
manage  those  assets. 

But  in  this  evolving  new  world,  em- 
ployees now  are  responsible  for  those 
investment  and  asset  allocation  deci- 
sions. Under  the  new  defined  contribu- 
tion savings  and  profit-sharing  plans 
(where  the  company  promises  to  make 
a  specific  annual  contribution  for  each 
employee)  they  must  decide  whether 
they  want  their  tax-deferred  assets  in- 
vested in  growth  stocks,  conservative 
stocks,  company  stock,  bonds,  money 
market  funds  or  insurance  company 
sponsored  guaranteed  investment 
contracts. 

At  the  same  time  that  all  these 
changes  are  happening  at  corpora- 
tions, financial  institutions  are  offering 


a  widening  choice  of  investment  vehi- 
cles from  which  corporations  and  their 
employees  can  choose.  Large  and 
small  banks  offer  stock  and  bond  com- 
mingled funds;  investment  advisory 
firms  offer  stock,  bond  and  money 
market  mutual  funds;  brokerage  firms 
and  mutual  fund  families  have  estab- 
lished trust  companies  to  offer  com- 
plete investment  and  administrative 
services;  and  insurance  companies 
continue  to  aggressively  market  their 
guaranteed  investment  contracts. 

In  essence,  there  has  been  and  con- 
tinues to  be  an  increasing  specializa- 
tion of  investment  services  available 
for  the  executives  at  companies  spon- 
soring these  employee  benefit  plans 
and  the  employees  who  ultimately  de- 
cide how  they  will  direct  their  assets. 

This  has  resulted  in  ever  more 
choices  for  the  investor,  whether  that 
be  the  corporate  executive  or  the 
employee. 

The  Slowing  Growth  of 
Pension  Plans 

In  the  past  year  one  of  the  most  im- 
portant developments  in  employee 
benefit  plans  has  been  the  movement 
by  corporate  executives  to  take  over 
the  pension  plans  and  replace  them 
with  other  plans.  Executives  at  hun- 
dreds of  corporations  such  as  Atlantic 
&  Pacific  Tea  Co.,  Harper  &  Row  and 
GAF  Corporation  have  found  that  their 
pension  plans  are  "overfunded"  be- 
cause of  the  large  returns  they've 
earned  in  the  stock  and  bond  markets. 
In  some  cases,  the  company  termi- 
nates the  pension  plan,  buys  annuities 
for  retirees,  takes  back  hundreds  of 
millions  of  dollars  in  excess  assets 
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If  you  had  invested  $2,000  in 
TEMPLETON  GROWTH  FUND 

every  year  since  1 954 . . .  that's  30  years . . . 

YOU  WOULD  BE  ABLE  TO 
RETIRE  NOW  WITH  OVER 

$1  MILLION 


It  S  3  FdCt !  An  investment  of  $2,000  per  year  since  1 954  when 
Templeton  Growth  Fund  started  . .  assuming  reinvestment  of  all  dividends 
and  capital  gains  distributions  . .  Increased  In  value  to  $1 ,035,248  by 
December  31,  1983 

These  30  years  included  periods  of  both  i  ismg  and  declining  stock 

markets ...  the  value  of  the  Fund's  shares  fluctuate  daily  Although  there  is 

no  guarantee  that  future  results  will  be  as  good,  you  should  find  out  how 

the  Templeton  approach  has  produced  this  investment  record  These 

figures  are  based  on  information  contained  in  the  Fund's  prospectus. 

No  deduction  has  been  made  for  income  taxes  payable  by  investors. 


Free  Brochure 

Send  coupon  for  a  free  brochure  and  prospectus 
containing  more  complete  information  including  charges 
and  expenses.  Read  it  carefully  before  deciding  to  invest. 
Send  no  money. 

Securities  Fund  Investors,  Inc. 

*    PO.  Box  3942  /  St  Petersburg,  FL  33731 


_State. 


-Zip_ 


and  establishes  a  new  plan  for 
existing  employees. 

While  this  phenomenon  is  a  rela- 
tively recent  one  there  are  some  stat 
tics  that  reflect  recent  developments 
corporations  across  the  country.  For 
example,  almost  70  percent  of  the 
companies  surveyed  by  Oppenheimi 
&  Co.  in  1983,  the  Wall  Street  invest- 
ment banking  firm,  reported  that  the; 
were  overfunded.  And  in  a  Septemtx 
study,  the  Employee  Benefit  Researc 
Institute  in  Washington  D.C.  wrote 
that  in  1983  total  plan  terminations 
increased  to  their  highest  level  since 
1976.  According  to  the  Pension  Bene 
Guaranty  Corporation  in  Washington 
some  $2.2  billion  in  pension  assets 
has  been  recaptured  by  corporations 

Typically,  corporate  executives  re- 
place the  defunct  pension  plan  with 
what  is  called  by  benefit  consultants 
a  "defined  contribution"  plan.  These 
defined  contribution  plans  differ  from 
"defined  benefit"  pension  plans  in  th 
they  do  not  guarantee  any  payment  a 
retirement;  rather  the  company  prom 
ises  to  make  a  specific  annual  contri- 
bution to  the  plan  for  each  employee. 

The  EBRI  study  found  that  before 
1974,  55  percent  of  retirement  plans 
were  defined  benefit  and  45  percent 
were  defined  contribution.  But  by  198: 
however,  these  numbers  had  more 
than  reversed.  Fifty-nine  percent  wen 
defined  contribution  and  41  percent 
defined  benefit. 

The  reason  for  the  switch  is  simple. 
For  one  thing  it  reduces  the  corporate 
liabilities.  Executives  find  defined  con 
tribution  plans  more  attractive  because 
they  are  not  under  any  obligation  to  pa 
a  fixed  benefit  to  the  retirees.  They 
simply  set  aside  a  certain  amount 
each  year  into  each  employee's  ac- 
count. Under  these  newly  established 
plans,  the  responsibility  for  the  in- 
vestment risk  has  been  shifted  from 
the  corporation,  cr  stockholders,  to 
the  employees. 

With  this  newly  acquired  responsibi 
ity  the  employee  is  now  able  to  choosf 
how  to  invest  his  retirement  assets.  Ani 
he  can  select  from  among  several  kind 
of  investment  options  offered  by  hun- 
dreds of  financial  organizations.  The 
employee's  retirement  benefit  will 
ultimately  depend  on  how  wisely  he 
decides  how  those  assets  are  invested 

Financial  organizations  that  help 
corporations  set  up  these  plans  are 
finding  that  employees  are  conserva 
tive  in  investing  their  own  funds.  By 
and  large  employees  are  not  risking 
these  assets  on  such  "alternative" 
investment  choices  as  aggressive 
equity  funds,  venture  capital  or 
real  estate. 


Total 
performance 

is  key 

Fidelity  401  (key). 


The  employee  benefit  plan 
with  a  decisive  difference. 

Finally,  a  401(k)  plan  with  the  difference  that 
really  makes  a  difference:  Performance.  It's  the 
Key.  We  call  it  Fidelity  401(key). 

Performance  in  investment  management.* 

And  that's  only  the  beginning. 


Fidelity 

Equity-Income  Fund 

Growth  vs.  Consumer  Price  Index 

Fidelity 
Magellan  Fund 
Growth  vs.  S&P  500 

D  Fidelity  Equity- Income  Fund  vs. 
□  Consumer  Price  Index 

□  Fidelity  Magellan  Fund  vs. 

□  S&P  500 

CUMULATIVE  PERCENTAGE 
INCREASE 

Performance  in  employee  communications. 

Performance  in  recordkeeping  and  other 
administrative  functions. 

That's  right,  Fidelity  401(key)  performs  in 
all  three  of  the  critical  401(k)  areas. 

And  your  employees  get  to  choose  among 
well-known  mutual  funds  like  Magellan  and 
Equity-Income. 

For  more  information  call  1-800-722-1800 
and  ask  for  your  Fidelity  401  (key)  package.  The 
name  may  be  new,  but  the  track  record  isn't. 


1979   198(1  1981    1982   1983  7'31'K4  1979  1980    1981    1982   1983  7/31 '81 

The  above  fund  figures  are  total  returns,  which  include  change  in  net  asset  value  plus  the  effect 
of  reinvesting  income  dividends  and  capital  gain  distributions  in  additional  shares,  and  have 
been  adjusted  to  show  the  effect  of  Fidelity  Magellan  Fund's  3%  sales  charge  and  Fidelity 
Equity-Income  Fund,  Inc.  's2%  sales  charge.  All  periods  begin  on  l'l/79and  continue  through 
each  calendar  year  shown,  ending  12/31/83  and  through  the  period  shown  ending  7'31'84.  If 
your  401fkj  plan  covers  more  than  200  employees,  these  sales  charges  may  be  waived.  These 
figures  update  those  found  in  each  fund's  prospectus.  Market  conditions  fluctuate  and  these 
figures  are  not  an  indication  of  future  results. 

The  Consumer  Price  Index  is  used  to  show  increases  in  the  cost  of  living,  the  S&P  500,  a 
registered  trademark  of  Standard  &  Poor's  Corporation,  is  a  widely  recognized  index  of  unman- 
aged  slock  market  performance.  Figures  shown  include  reinvestment  of  dividends. 


M(ky) 

An  Employee  Benefit  Product  from  Fidelity  Investments 

•The  past  performance  of  Equity-Income  Fund  and  Magellan  Fund  is  not  necessarily  indicative 
of  the  performance  of  all  of  the  Fidelity  funds. 

For  more  complete  information  about  any  eligible  fund,  including  management  fees  and 
expenses,  please  call  or  write  for  a  free  prospectus.  Read  it  carefully  before  you  invest  or 
send  money. 

FIDELITY 
INVESTMENTS 

INSTITUTIONAL  SERVICES 

Fidelity  Distributors  Corp..  82  Devonshire  Street.  Boston,  MA  02109 
Over  $20  billion  under  management 


WHO  SAYS  YOUR 

EMPLOYEES  ARENT  PLANNING 

FOR  THEIR  RETIREMENT? 


Most  people  realize  there's  not  much  security  in 
Social  Security. 

And  that  few  pensions  can  stand  up  to  inflation. 

Most  people  know  perfectly  well  they  should  be 
saving  for  retirement.  But  they're  still  not  doing  it. 

Not  because  they  don't  have  the  foresight. 

But  simply  because  they  don't  have  the  money. 

Or  the  discipline. 

The  truth  is,  short  of  winning  a  lottery,  many  people 
don't  hove  a  hope  of  accumulating  enough  savings, 
on  their  own,  to  see  them  comfortably  through  their 
retirement. 

Which  is  why  more  and  more  employers  are  offer- 
ing their  employees  the  chance  to  save  in  the  only 
way  they  realistically  can. 

Little  by  little.  Week  by  week. 

In  fact,  at  Connecticut  General,  a  CIGNA  company, 
we're  already  administering  more  than  two  billion 
dollars  of  employee  retirement  savings  for  employees 
at  over  2,000  corporations. 

And  we're  helping  those  employees  save  in  the 
most  advantageous  way. 

Because  we  offer  every  major  tax-advantaged 


savings  plan  that's  currently  available. 

From  401Ks  to  IRAs  to  Voluntary  Investment  Plans  for 
individual  employee  contributions. 

But  more  than  that,  we  also  offer  the  kind  of  service 
that  makes  it  feasible  for  a  corporation  to  make  these 
plans  available. 

Because  we're  prepared  to  help  with  everything 
from  employee  communication,  to  plan  administra- 
tion, to  providing  a  range  of  investment  alternatives. 

And  we're  prepared  to  do  it  with  one  of  the  largest, 
most  experienced  staffs  in  the  industry. 

So  ifyou're  interested  in  discussing  a  savings  plan 
designed  for  your  corporation,  please  call  your  bro- 
ker or  your  local  Connecticut  General  represent- 
ative. Or  if  you'd  like  more  information  on  employee 
retirement  savings  plans  write  to  CIGNA  Corporation, 
Dept.  RE,  One  Logan  Square,  Philadelphia,  PA19103. 

We'll  help  you  give  your 
employees  a  means  of 
retirement  planning  that's 
a  little  more  secure  than 
the  one  they're  probably 
using  now. 


CIGNA 


J 


Employee  Benefits  &  Retirement  Planning 


For  example,  in  a  survey  last  spring, 
delity  Investments  of  Boston  found 
iat  on  average  53  percent  of  the  em- 
oyees  at  the  surveyed  companies 
lose  to  invest  at  least  a  portion  of 
leir  assets  in  insurance  companies' 
uaranteed  investment  contracts, 
hese  investments  provide  a  fixed  rate 
f  return  for  a  specified  period  of  time, 
he  next  most  popular  investment  se- 
ctions were  growth  stock  funds, 
ompany  stock  and  money  market 
tads. 

At  Lord,  Abbett  &  Co.,  a  New 
brk-based  mutual  fund  organiza- 
on,  Anthony  J.  Russo  Jr.,  director 
f  retirement  planning,  said  that  the 
rm's  customers'  most  popular  invest- 
ment choices  are  the  Affiliated  Fund,  a 
:onservative  growth  stock  fund,  the 
.ord  Abbett  Cash  Reserve  Fund,  a 
noney  market  fund  and  Lord  Abbett 
Development  Fund,  the  more  aggres- 
sive stock  fund. 

Savings  and 

3rofit  Sharing  Plans 

Traditionally  the  most  popular  form 
)f  defined  contribution  plans  have 
ieen  profit-sharing  and  savings  plans. 
\nd  in  this  new  environment  their 
lumbers  are  increasing  dramatically. 

Bankers  Trust  Company  in  New 
fork,  trustee  over  the  largest  amount 
)f  these  plan  assets,  has  researched 
he  growth  of  these  plan?.  Their  re- 
search breaks  the  group  of  defined 
:ontribution  plans  into  three  catego- 
ies.  The  large  plans  are  those  with 
more  than  3,000  participants.  In  1983 
here  were  350  companies  with  443 
ilans  in  this  group.  Assets  of  these 
)lans  totaled  $59  billion  and  there 
vere  8.5  million  participants  in  this 
jroup. 

The  next  category  includes  the  me- 
lium-sized  plans— those  with  between 
1,000  and  3,000  participants.  Last  year 
his  group  included  450  companies 
vith  507  plans.  The  assets  in  those 
)lans  totaled  $7  billion  and  there  were 
some  570,000  employees  participating 
n  the  plans. 

The  category  which  includes 


the  small  plans  is  the  largest.  In  1983 
there  were  300,000  companies  offer- 
ing these  plans  which  have  fewer  than 
1,000  participants.  And  the  market 
value  of  their  assets  was  a  stag- 
gering $75  billion. 

The  401  (k)  Bonanza 

Without  question,  the  single  hottest 
development  in  corporate  retirement 
planning  is  the  401(k)  plan,  so  named 
after  the  section  of  the  Internal  Reven- 
ue Tax  Code  which  authorizes  it.  A  sur- 
vey by  Buck  Consultants,  an  employee 
benefit  consulting  firm  headquartered 
in  New  York,  found  that  73  percent  of 
the  434  companies  in  its  survey  have 
or  plan  to  establish  a  401(k)  plan. 
Among  the  companies  that  have 


already  established  these  plans  are 
IBM,  General  Motors  and  Hughes 
Aircraft. 

These  savings  plans  have  been  de- 
scribed as  better  than  an  IRA  for  em- 
ployees. "Compared  to  IRAs,"  Paul  M. 
Smith,  Fidelity  Investments  vice  presi- 
dent recently  wrote,  "the  401(k)  is  more 
convenient,  offers  more  attractive  tax 
subsidies,  and  provides  more  opportu- 
nity for  capital  accumulation." 

In  addition  to  being  attractive  to  em- 
ployees, corporations  can  also  save 
money  by  offering  these  unique  plans. 

Under  a  401(k)  plan  employees  make 
pretax  contributions  to  a  qualified  plan 
through  regularly  established  payroll 
deductions  from  their  salary  or  from 
their  bonus.  And  the  sponsoring  com- 
pany, if  it  so  chooses,  can  match  that 
contribution  in  some  way. 

As  with  an  IRA,  the  amount  an  em- 
ployee contributes  to  one  of  these 
plans  is  excluded  from  his  gross  tax- 
able income.  Another  plus  is  that  all 
earnings  on  that  amount  are  sheltered 
from  current  income  taxes.  Dividends 
and  capital  gains  are  not  taxed  until 
the  employee  receives  them,  usually  at 
retirement.  However,  an  employee  can 
have  access  to  these  funds  in  case  of 
"hardship."  This  has  been  interpreted 
to  mean  that  an  employee  can  with- 


40l(k) 

from  Scudder 


Let  Scudder  show  you  two  ways  to  improve  your 
company's  current  profit-sharing  or  thrift  plan: 
\T\  Salary  Reduction  Contributions.  Add  the  flexibility 
of  a  40i(k)  feature  offering  your  employees: 

•  current  tax  savings 

•  tax-free  compounding  of  earnings 

\2\  Scudder  Family  of  Funds.  Expand  your  plan's 
existing  investment  options  with: 

•  choice  from  eight  Scudder  no-load  funds 

•  investments  seeking  stability  income,  or  growth 
Call  a  Scudder  Retirement  Plan  Specialist  to  find  out 

how  you  can  improve  your  company's  retirement  plan. 


r=  SCUDDER  401(k)=n 

■  175  Federal  Street.  Dent  12  Boston  MA  02110  >  /  ■ 


175  Federal  Street,  Dept.  12,  Boston,  MA  02110 

800-225-2470  •  617-426-8300  (in  MA) 


Name . 


No.  of  employees . 


|  Company 

■  Address 

J  City 

I  Call  or  write  Scudder  Fund  Distributors.  Inc  (or  a  prospectus  containing  more  complete  information 

m  including  management  fees  and  expenses  Head  carelully  before  you  invcsl  or  send  money.  w.,-i,  a 


Slate . 


zip. 


We  make  4Gl(k)  easier 

for  sponsors  and  employees. 


The  T.  Rowe  Price  401(k) 

T.  Rowe  Price  offers  a  consolidated  401(k)  plan  that's  easy  for  you  to  offer  and 
for  your  employees  to  understand.  It  includes  employee  communications, 
record  keeping  and  administration,  trustee  services,  and  a  number  of 
investment  options.  Our  materials  and  trained  personnel  fully  explain  401(k) 
to  your  employees  to  maximize  their  participation. 

We  offer  a  range  of  no-load  mutual  funds,  with  free  exchange  among 
funds  and  never  a  commission.  As  the  first  mutual  fund  complex  to  offer  such 
a  comprehensive  401(k)  service,  we  have  proven  our  capability  to  implement 
and  execute  this  program  successfully  for  a  wide  range  of  clients. 
For  more  information,  call:  1-800-638-5660.  #&3 

T.RoweM^BL 

Invest  With  Confidence  WKJmk 


I'd  like  to  know  how  T.  Rowe  Price  makes  401(k)  easier.  Please  send  me  your 
information  kit  today. 

Name 

Title 

Company 

Address 

City 

State                                       Zip 

Phone 


Number  of  Employees 


K159 


T.  Rowe  Price,  100  East  Pratt  St.,  Baltimore,  MD  21202 

T  Rowe  Price  Investment  Services.  Inc  ,  Distributor 


40l(k)  information:  call  toll  free  1-800-683-5660. 
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draw  funds  if  he  or  she  is  buying  a  new 
house,  or  needs  it  for  education  ex- 
penses and  other  emergencies. 

To  give  their  employees  access  to 
these  funds  a  number  of  corporations 
that  offer  these  plans  have  included 
loan  programs.  This  allows  the  em- 
ployee to  borrow  at  a  reasonable  inter- 
est rate,  often  the  prime  plus  one 
percent.  As  Fidelity's  Mr.  Smith  said: 
"Basically  this  is  a  good  way  to  get  a 
cut-rate  consumer  loan." 

These  aren't  the  only  advantages 
however.  There  are  more.  Under  a  tra- 
ditional pension  plan  employees  must 
stay  with  the  company  for  a  number  of 
years  before  their  assets  are  "vested" 
and  actually  belong  to  them.  But  with  a 
401(k)  plan,  all  of  an  employee's  401(k) 
assets  are  vested  immediately. 

Furthermore,  individuals  who  par- 
ticipate in  these  tax -deferred  plans 
are  not  prohibited  from  socking  away 
another  $2,000  in  an  IRA.  And  unlike 
with  an  IRA,  when  the  employee  retires 
he  can  receive  lump  sum  distributions 
which  are  eligible  for  10-year  forward 
averaging  for  tax  purposes. 

Given  these  attractions,  it's  not  hard 
to  see  why  employees  like  these  plans. 


And  studies  have  found  them  to  be  ex- 
tremely popular  at  the  companies  that 
offer  them.  The  Fidelity  survey  found 
that  more  than  80  percent  of  the  corpo- 
rations that  offered  the  pretax  salary 
reduction  feature  had  a  greater  than 
40  percent  participation  rate  by  their 
employees.  Employees  view  the  401(k) 
as  an  additional  savings  plan  that  will 
supplement  their  IRAs,  Social  Security 
and  pension  plans.  And  in  some  cases, 
the  salary  reduction  feature  can  lower 
the  amount  the  employee  pays  in  in- 
come taxes. 

Corporate  executives  also  like  these 
plans.  They  have  discovered  that  the 
401(k)  has  certain  tangible  benefits  as 
well  as  ones  that  translate  to  the  com- 
pany's bottom  line.  For  one  thing  they 
can  lessen  the  sting  when  the  com- 
pany decides  to  terminate  a  pension 
plan.  But  they  also  encourage  employ- 
ees to  save.  And  in  some  cases  they 
can  save  the  corporations  money.  Be- 
cause 401(k)  contributions  can  lower 
the  employees'  taxable  wages  they 
also  reduce  the  amount  employers 
must  kick  in  for  Social  Security,  work- 
ers' compensation  and  unemploy- 
ment insurance. 


Corporations  and  their  employee: 
aren't  the  only  ones  benefiting  from 
401(k)  plans.  Financial  institutions 
have  been  swept  along  by  the  401(k 
surge  and  many  offer  a  slew  of  serv 
ices  geared  specifically  for  these 
funds.  Corporations  that  offer  their 
employees  these  plans  typically  try 
to  offer  a  wide  range  of  investment 
options  so  the  employees  can  diver; 
the  assets  in  their  accounts.  For  in- 
stance, Fidelity  found  that  a  typical 
plan  offers  three  and  maybe  four  in- 
vestment choices:  company  stock, 
a  stock  fund,  a  guaranteed  invest- 
ment contract  and  a  bond  fund. 

The  most  popular  investment  fea- 
tures that  corporate  executives  haw 
chosen  to  offer  their  employees  are 
balanced  funds  (those  that  invest  in 
both  stocks  and  bonds),  money  marl 
funds,  growth  stock  funds,  bond  fum 
and  guaranteed  investment  contract 

But  investment  services  aren't  the 
only  ones  these  plans  require.  There 
are  the  administrative  and  recordkee 
ing  services  as  well.  For  example,  in 
Fidelity's  survey  only  17  percent  of  th 
companies  reported  that  they  handle 
their  own  recordkeeping  for  these 
plans.  Forty-three  percent  said  they 
use  their  benefits  consultant  for  the 
service,  23  percent  said  they  use 
a  mutual  fund  group  and  13  percent 
use  a  bank's  recordkeeping  services 

Individual 
Retirement  Accounts 

Members  of  Congress  never 
dreamed  how  popular  these  account 
would  be  when  they  first  established 
them  in  1974.  Originally  they  were 
available  only  to  workers  whose  em- 
ployers did  not  offer  a  pension  plan  o 
who  worked  for  themselves.  In  1981, 
under  President  Reagan's  Economic 
Recovery  Tax  Act,  these  accounts 
were  opened  up  to  all  workers.  And 
since  then,  the  growth  has  been  be- 
yond all  projections. 

At  the  end  of  June  1984,  according 
to  the  IRA  Reporter,  a  trade  publica- 
tion, there  was  almost  $129  billion  in 
these  accounts.  According  to  the  IRA 
Reporter's  analysis  of  federal  data, 
banks  had  almost  $40  billion  of  these 
assets;  mutual  savings  banks  had  $7 
billion;  savings  and  loan  associations 
had  $31  billion;  credit  unions  had  $7 
billion;  mutual  funds  had  more  than 
$13  billion;  $18.5  billion  was  in  self-di- 
rected accounts  with  stock  brokers 
and  $11.5  billion  was  with  life  insurers. 

IRAs  have  been  wildly  popular  but 
not  for  the  reasons  intended  in  Wash- 
ington. Congress  approved  them  to 
"promote  greater  retirement  security' 
and  to  increase  savings.  But  almost 
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ne  half  of  the  respondents  to  a  re- 
!  ently  released  survey  said  that  they 
et  up  an  IRA  in  order  to  receive  the 
jix  deduction.  Further,  almost  one  half 
|aid  that  they  were  funding  their  IRAs 
i  om  their  savings  accounts,  not  from 
,ieir  current  earnings. 
j  That  may  not  be  what  Congress 
,itended  but  the  source  of  the  funds 
I  oesn't  matter  to  the  financial  institu- 
ons  wooing  these  individual  inves- 
Drs.  The  ones  setting  up  IRAs  are  the 
ery  group  that  financial  institutions 
/ant  to  attract.  According  to  a  survey 
;ponsored  by  EBRI  almost  27  percent 
if  the  1982  IRA  dollars  was  held  by 
idividuals  who  earned  more  than 
150,000.  And  IRA  usage  increases 
vith  the  increase  in  income.  One  half 
)f  all  IRAs  are  established  by  individ- 
lals  who  earn  more  than  $25,000. 

IRA  usage  also  increases  with  age. 
rhe  highest  use,  according  to  the 
EBRI  survey,  is  between  55  and  64. 
^d  the  greatest  proportion  or  IRAs 
are  held  by  individuals  between  the 
ages  of  45  and  54.  The  median  age  for 
RAs  is  46  compared  to  the  working 
Dopulation's  median  age  of  36. 

The  choice  of  a  financial  institution 
/aries  across  the  age  and  earnings 
jpectrums.  Younger  workers  are  more 
ikely  to  invest  in  mutual  funds.  And 
:he  highest  earners  are  most  likely  to 
Dlace  IRA  assets  with  securities  bro- 
<ers.  Lower  wage  earners  opened 
heir  IRA  accounts  with  insurance 
;ompanies. 

In  addition  to  the  accounts  set  up  by 
ndividuals,  some  corporations  have 
set  up  group  IRA  accounts.  Under 
hese,  as  with  any  kind  of  employer- 
jponsored  savings  plan,  the  employee 
:an  have  a  certain  amount  of  his  be- 
oretax  dollars  withdrawn  and  set  up  in 
an  investment  vehicle  offered  by  the 
Drofessional  organization  selected  by 
lis  employer. 

Other  Plans:  Employee 
Stock  Ownership  Plans 

ESOPs  are  the  ultimate  way  for 
workers  to  own  part  of  the  business. 
<K  defined  contribution  plan,  an  ESOP 


sets  aside  a  certain  number  of  shares 
of  company  stock  in  each  plan  mem- 
ber's account.  Usually,  the  number  is 
based  on  a  percentage  of  the  employ- 
ee's salary. 

But  that  isn't  the  only  attraction. 
They  are  also  a  financing  tool  for  small 
business.  They  provide  a  way  to  ac- 
quire new  capital  and  at  the  same  time 
make  tax-deductible  contributions  to 
the  plan.  And  for  small, closely  held 
corporations,  they  offer  a  way  for  the 
owner/founder  to  sell  his  stock. 

Here's  how  it  works.  The  company 
sets  up  an  ESOP  trust  fund.  The  trust 
uses  the  company's  credit  to  arrange  a 
loan  from  a  bank.  The  company  prom- 
ises to  make  regular  contributions  to 
the  ESOP  so  that  the  plan  can  repay 
the  loan.  Then  the  trust  buys  company 


stock  at  market  value,  either  from  the 
company  or  from  shareholders.  All 
contributions,  up  to  25  percent  of  the 
payroll,  are  exempt  from  taxes. 

Cafeteria  Plans 

During  1984,  executives  were  thor- 
oughly confused  about  flexible  spend- 
ing plans.  Early  in  the  year  the  Internal 
Revenue  Service  issued  regulations 
which  created  an  uproar.  Then  they 
were  clarified  in  May,  changing  many 
of  the  features  which  had  made  them 
so  popular  in  the  first  place. 

Cafeteria  plans  became  popular  in 
recent  years  for  a  number  of  reasons. 
With  the  increase  in  health  care  costs, 
inflation  and  the  deep  recession  of 
1981  and  1982,  companies  began  to 
seriously  look  at  ways  to  control  bene- 
fit costs.  American  Can  was  the  first 
company  to  offer  one  of  these  in  1978. 

But  by  early  1984  hundreds  of  com- 
panies were  offering  flexible  spending 
plans  which  use  the  "cafeteria"  sys- 
tem. With  these  plans,  employees  are 
able  to  pick  the  benefits  that  best  suit 
them  from  a  group  of  options.  If  a  work- 
er does  not  want  life  insurance,  for  ex- 
ample, under  these  plans  he  can  have 
dental  insurance  instead. 

Both  employers  and  workers  like 


Scudder  Plans 
for  retirement 


Recent  tax  law  changes  have  complicated  the  already  confus- 
ing world  of  retirement  plans.  At  Scudder,  we've  developed  a  full 
array  of  up-to-date  retirement  plans  that  can  help  employers  and 
employees  save  on  taxes  and  build  for  retirement.^ 

Scudder  Retirement  Plans 

•  group  IRA 

•  401(k) 

•  403(b) 

•  profit  sharing 

•  money  purchase  pension 
Scudder  retirement  plans  feature  investment" 

in  Scudder  no-load  mutual  funds  and  access  to 

experienced  Retirement  Plan  Specialists.  Call  for  your  free  booklet. 

Put  a  Scudder  Plan  to  work  for  you. 


SCUDDER 

800-225-2470 
617-426-8300  (in  MA) 


i  ,i.i  si  udder  Fund  Distributors.  Inc  tor  your  free  booklet,  then  send  lor  a  prospectus  containing  more  <  omplete  information, 

in<  luding  management  Ices  and  expenses.  Head  <  iirelully  helore  you  invest  or  send  money. 
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The  Guardian  Dii 
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ice 

20  Years 

30  Years 

Male 
Issue 
Age 

Annual 
Premium 

Total 
Cash1 

Total 

Death 

Benefit1 

Internal 
Rate  of 
Return2 

Total 
Cash1 

Total 

Death 

Benefit1 

Internal 
Rate  of 
Return2 

35 

$1,531 

1984  Scale 

$  85,212 

$200,612 

10.42% 

$263,477 

$424,406 

10.99% 

1985  Scale 

93,942 

217,412 

11.21% 

313,666 

502,336 

11.82% 

Increase 

+  10.25% 

+  8.37% 

+  .79 

+  19.05% 

+  18.36% 

+  .83 

45 

$2,310 

1984  Scale 

$118,967 

$216,160 

10.20% 

$352,528 

$475,033 

10.89% 

1985  Scale 

131,740 

236,116 

11.02% 

421,498 

566,482 

11.77% 

Increase 

+  10.74% 

+  9.23%, 

+  .82 

+  19.56% 

+  19.25% 

+  .88 

55 

$3,661 

1984  Scale 

$168,792 

$250,006 

10.66% 

$476,002 

$565,573 

11.08% 

1985  Scale 

187,300 

274,911 

11.47% 

570,704 

678,220 

1 1 .96% 

Increase 

+  10.96% 

+  9.96% 

+  .81 

+  19.90% 

+  19.92% 

+  .88 

1  Figures  depending  on  dividends  are  neither  estimated  nor  guaranteed,  but  are 
based  on  the  1985  dividend  scale.  The  1985  dividend  scale  reflects  current  company 
claims,  expenses,  and  investment  experience  (applicable  to  all  policies)  and  taxes 
under  current  laws  Actual  dividends  paid  may  be  higher  or  lower  than  those 
illustrated  depending  on  the  Company's  actual  future  experience.  The  guaranteed 
interest  rate  is  4%. 

Figures  based  on  assumption  that  [xjlicy  has  been  updated  under  our  Dividend 
Update  Program  and  has  no  loans.  Dividends  are  affected  by  policy  loans.  Under 
current  conditions,  in  any  given  policy  year,  the  greater  the  amount  of  the  loans  the 
smaller  the  dividend.  The  illustration  above  assumes  no  loans. 

A  settlement  dividend  is  paid  upon  death,  surrender,  or  maturity  or  upon 
continuation  for  reduced  paid-up  or  extended  term  insurance,  provided  that 
premiums  have  been  paid  for  at  least  eleven  years.  Settlement  dividends  are  not 
guaranteed. 


2  Internal  Rale  of  Return  indicates  that  yield  that  would  have  to  be  earned  t  al 
the  Total  Cash  Value  for  the  summary  years  shown  if  the  premiums  were  in*  I 
rather  than  paid  to  The  Guardian,  after  deducting  the  annual  cost  of  the  in;  ff 
based  on  The  Guardians  current  Yearly  Renewable  Term  rates  for  the  age, 
amount  and  policy  class  shown  above.  This  figure  does  not  take  into  accoun1  * 
effect  of  taxes. 

3  The  number  of  years  of  required  cash  outlay  depends  upon  age  at  issue,  f  J 
class,  face  amount,  and  continuation  of  The  Guardians  current  dividend  sg  *l 
assumes  no  policy  loans.  This  is  not  an  automatic  dividend  option.  Policyowi  ui! 
request  change  of  dividend  option  at  policy  year  indicated.  He  may  pay  the  I  *■ 
of  premium  by  surrendering  a  portion  of  the  paid-up  insurance.  This  is  not  d- 
up  policy;  premiums  are  due  and  payable  in  all  policy  years. 


The  Guardian 


Life  Insurance  Company  of  America 
201  Park  Avenue  South,  New  York,  N.Y  10003 


seeps  getting  livelier 

lardian's  Dividend 

terest  Rate  Rises  to  13.25%: 

ore  Protection — Greater  Cash  Accumulation 


E  Guardian  proudly  announces  a  1985 
md  interest  rate  increase  to  13.25%  on  non- 
d  cash  values  in  our  LifeGuard  policy  series, 
tctual  dividend  credited  is  a  result  of  this 
jnd  interest  rate,  less  current  levels  of 
ility,  expenses  and  taxes.  The  net  effect  of 
lcrease  is  displayed  in  the  table  at  left, 
're  even  prouder  that  all  Guardian  policy- 
rrs,  both  old  and  new,  will  benefit  from  this 
end  increase  on  non-borrowed  cash  values, 
1  will  begin  January  1,  1985. 
is  means  even  greater  cash  accumulation  and 
net  cost  of  insurance.  And,  we  already  offer 
»f  the  best  combinations  on  the  market, 
e  table  at  left  illustrates  the  positive  difference 
non-loaned  $100,000  male  preferred  whole 
olicy. 

e's  more.  The  Guardian's  new  LifeGuard  series 
)ffers  you  these  special  advantages: 

rtfolio  Rate  Method — Guardian  uses  the 
rtfolio  rate  method  to  credit  dividends.  This 
ans  all  policyholders — old  and  new  alike — 
nefit  from  years  of  Guardian's  excellent 
estment  results. 

tiishing  Premium  Option — In  as  few  as  seven  or 
ht  years,  your  premium  cash  payments  can 
appear.3 

K-Deferred  Cash  Accumulation — Your  cash 
ue  builds  rapidly  on  a  tax-deferred  basis. 
eGuard  is  ideally  suited  to  individuals  in  high 
ome  tax  brackets. 

st-Free  Annuity  Conversion  Option — You  can 

ivert  your  policy  to  a  sizeable  annuity  at 
irement  without  a  fee — and  easily  benefit  from 
:  wealth  of  a  lifetime  of  accumulated  savings. 

irket-Competitive  Value — Compare  LifeGuard's 
Section,  tax  advantages  and  cash  buildup  to 
ler  financial  products.  Your  benefits  can  be 
Dstandal  from  a  modest  cash  ouday. 


And,  we  haven't  forgotten  existing  Guardian 
policyholders.  If  you  purchased  a  Guardian  policy 
before  1983,  you  can  update  your  coverage  to  a 
Direct  Recognition  dividend  basis.  You'll  maximize 
your  dividend  return,  if  you  don't  have  a  loan  against 
the  policy. 

So,  join  the  growing  list  of  LifeGuard  policyholders, 
or  update  your  present  coverage  and  share  in  The 
Guardian  difference.  Your  Guardian  Agent  will  be 
happy  to  prepare  an  illustration  showing  your 
personal  LifeGuard  benefits. 

Call  your  Guardian  Agent  and  see  what  our  dividend 
increase  means  to  you.  Ask  for  your  free  copy  of 
Guardian's  informative  brochure,  Share  in  the  Difference. 


"The  Guardian  will  never  let 
you  down. " 


Leo  R.  Futia,  CLU, 

Chairman  of  the  Board 


When  your 
employees 
ask  about 


AmSouth 
can  help.  We 
anticipated 
that  employees 
would  have  to 
help  shoulder 
f»#  .   more  of 

their  benefit  sr 

company  benefits.  And  we  have 
developed  a  unique  perspective 
to  the  problems  suggested  by 
that  shift  of  emphasis. 
AmSouth  is  well 
w  experienced  in  helping 

rlf"¥l?y^   you  answer  tough  questions 
UK  y  C   regarding  employee  involvement. 


plan, 
will  you 


the 


answers? -d 


other 


savings-oriented  programs.  In  addition  to  offering 
all  the  support  services  you  expect  from  a  major 
financial  organization,  AmSouth  stresses  cost- 
effective  consulting  and  special  techniques  to 
help  you  cope  with  the  increasing  demand  for 
employee  communications. 

While  competitors  are  selling  structured 
products  and  services,  were  helping  you  design 
programs  that  work  for  you  and  your  employees. 
We've  even  created  new  tools,  like  our  Variable 
Income  Collective  Investment  Fund,  designed 
specifically  to  appeal  to  your  employees,  and  most 
importantly,  to  enhance  program  participation. 

So,  before  your  employees  start  asking  tough 
questions  about  their  benefit  plan,  call  AmSouth. 
And  get  ready  for  some  easy  answers  to  some 

c*rrj\ivfioLrTH8 

Alan  Smith,  Davis  Crenshaw  or  Pete  Kracala  at 
(205)  326-5127,  Trust  Marketing  Department, 
P.O.  Box  11426,  Birmingham,  Alabama  35202. 


the  plans.  Corporations  found  that 
they  could  save  significant  amounts  c 
money  by  offering  these  plans.  The 
Wyatt  Company,  an  employee  benefit 
consulting  organization,  for  example, 
found  that  one  of  its  clients  saved  $2 
million  a  year  by  offering  the  plan.  An 
other  Wyatt  study  found  that  employe 
satisfaction  with  the  benefits  plan  ros 
from  48  percent  to  93  percent  after  th< 
introduction  of  a  flexible  spending  plar 

Under  the  legislation  approved 
this  year,  certain  kinds  of  flexible  speni 
ing  plans  are  outlawed.  ZEBRA  plans 
or  zero  balance  reimbursement  ac- 
counts, for  example,  were  prohibit- 
ed. Permissible  benefits  in  a  flexible 
spending  account  now  include  health 
and  disability  payments,  group  life  in- 
surance, legal  aid  and  dependent 
care.  The  kinds  of  benefits  which  are 
now  illegal  include  vacation  facilities, 
fitness  centers,  and  deferred  compen 
sation.  Also  prohibited  by  the  new  leg- 
islation were  "spending  accounts"  th; 
let  employees  collect  money  remain- 
ing in  the  account  at  the  end  of  a  year. 

Retirement  Plans  for 
Public  Employees 

Corporate  executives  aren't  the  onl' 
ones  reacting  to  the  changing  world  o  ! 
retirement  planning.  Officials  at  public 
systems  such  as  states,  cities,  coun- 
ties, etc.,  have  started  to  change  with 
the  times,  as  well. 

The  size  of  public  retirement 
assets  is  huge.  The  25  largest  public 
funds,  including  the  retirement  plans 
of  the  states  of  New  York,  California 
and  New  Jersey,  along  with  the  city  of 
New  York,  totaled  $195  billion  at  the 
end  of  last  year. 

In  addition  to  the  traditional  public 
pension  plans,  almost  every  state  in 
the  country  has  established  what  the 
industry  calls  a  457  plan  (like  the  401(k 
it  was  named  after  its  reference  in  the 
internal  Revenue  Service  tax  code 
which  authorizes  the  plan).  These 
plans  are  similar  to  tax-deferred 
plans  offered  in  corporations. 

Under  a  457  plan,  employees  of 
the  state,  city  or  other  public  systems 
which  sponsor  the  plan,  may  have  a 
certain  percentage  of  their  salary  with- 
held before  taxes.  The  assets  are 
pooled  and  the  employees  can  choose 
how  they  want  their  accounts  invested 

These  plans  have  proved  every  bit 
as  popular  with  public  employees  as 
tax-deferred  plans  have  been  in  the 
corporate  environment.  According  to 
the  National  Association  of  State  De- 
ferred Compensation  Administrators, 
43  states  have  adopted  these  plans. 
The  most  recent  was  New  York,  which 


Member  FDIC 


Employee  Benefits  &  Retirement  Planning 


pects  more  than  1  million  public  em- 
Dyees  to  participate. 
'  These  plans,  which  are  relatively 
isw,  do  not  yet  have  the  same  level  of 
.sets  as  the  traditional  pension  plans. 
Dr  example,  the  assets  of  42  state 
ans  (excluding  the  recently  estab- 
i;hed  New  York  plan)  total  only  $1.5 
llion.  But  their  assets  are  increasing 
an  annual  clip  of  $350  million. 
;  These  plans  are  managed  in  roughly 
e  same  fashion  as  corporate  defined 
)ntribution  plans.  Employees  are 
ven  a  choice  of  different  investments 
id  allowed  to  choose  which  ones 
ley  want. 

he  Effect  on 

inancial  Institutions 

All  of  these  developments  have  had 
'renching  changes  on  financial  orga- 
izations.  As  employees  have  been 
iven  the  discretion  over  more  of  their 
Mirement  assets,  banks,  insurance 
ompanies  and  mutual  fund  organiza- 
ons  have  had  to  specialize  their  in- 
estment  services  to  stand  out  from 
ie  pack.  And  superior  investment 
erformance,  which  has  always 
een  important,  is  now  critical.  Since 
mployees  are  involved  in  the  deci- 
ion-making  they  are  more  conserva- 
ve  with  their  own  funds  and  unwilling 
d  tolerate  bad  performance  even 
/hen  it  might  be  good  "relative" 
D  other  investment  firms. 

Quite  naturally,  almost  every  finan- 
ial  institution  in  the  country  wants  to 
larticipate  in  the  growth  of  these  de- 
ned  contribution  plans.  The  major 
noney  center  banks  such  as  Bankers 
rust,  Citibank,  Chemical  Bank,  Re- 
iublicBank  Dallas,  to  name  just  a  few, 
lave  devoted  considerable  marketing 
ifforts  to  tapping  this  market.  And  the 
najor  insurance  companies  which 
lave  actively  pursued  the  defined  con- 
ribution  plan  sponsors  are  Union  Mu- 
ual,  CIGNA,  Aetna  and  Metropolitan 
.ife. 

As  a  result  of  trying  to  tap  this  new 
source  of  funds,  increasing  numbers 
)f  bank  trust  departments  are  forming 
inkages  with  mutual  fund  organiza- 


tions. The  bankers  recognize  that  in 
this  new  world  they  must  have  two 
things:  good  investment  performance 
records  and  more  specialized  invest- 
ment services. 

And  apparently  consumers  want 
their  banks  to  provide  them  mutual 
funds.  A  recently  completed  study  by 
the  Chicago-based  market  research 
firm,  Market  Facts,  found  that  20  per- 
cent of  the  national  survey  group  said 
that  they  wanted  to  be  able  to  invest  in 
mutual  funds  at  their  bank.  Consumers 
prefer  dealing  with  the  banks,  they 
said,  because  they  trust  them.  In  fact, 
more  than  80  percent  of  the  respon- 
dents said  they  would  not  buy  mutual 
funds  from  the  traditional  sources-in- 
vestment companies  or  stockbrokers. 
Also,  the  survey  found  that  the  con- 


sumers want  to  be  able  to  invest  at 
banks  in  order  to  have  easy  access 
to  their  money. 

For  the  banks  and/or  mutual  fund 
organizations,  the  potential  new 
business  is  enormous.  The  survey 
estimated  that  the  initial  investment  of 
these  consumers  (most  of  whom  had 
never  before  invested  in  mutual  funds) 
would  total  almost  $30  billion.  And  the 
annual  subsequent  investments  would 
equal  or  exceed  the  amount  that  the 
mutual  fund  industry  now  draws-$33 
billion.  The  consumers  in  the  Market 
Facts  survey  felt  so  strongly  about  this 
issue  that  60  percent  said  that  they 
would  switch  banks  to  be  able  to  buy 
mutual  funds. 

Obviously  the  banks  are  listening  to 
their  customers.  Dozens  of  regional 
banks  have  joined  up  with  investment 
companies  to  offer  mutual  funds  to 
both  corporate  employee  benefit  plans 
and  to  their  retail  customers.  Among 
the  ones  that  have  done  so  are  Second 
National  Bank  of  Saginaw,  Michigan; 
First  Trust  Company  of  North  Dakota; 
Merchants  National  Bank  in  Cedar 
Rapids,  Iowa;  Bank  South  of  Atlanta; 
Lincoln  First  Bank  in  Rochester,  New 
York  and  Pacific  Trust  Company  in 
San  Jose,  California. 

Among  the  mutual  fund  organiza- 
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"International  Investors  Inc.  outper- 
formed all  US-  mutual  funds 
(excluding  money  market  and 
municipal  bond  funds)  for  the  1 5  years 
ended  December  31 . 1 983  among  all 
funds  monitored  by  Upper  Analytical 
Services,  Inc.  During  this  period  gold 
and  gold  mining  shares  fluctuated 
cyclically  in  a  long-term  bull  market. 
Although  past  performance  is  no 
guarantee  of  future  results  and  Ill's 
net  asset  value  will  fluctuate,  Man- 
agement believes  that  the  long-term 
gold  bull  market  will  continue.  The 
above  periods  included  those  of  gen- 
erally rising  securities  prices  and 
should  not  be  considered  as  a  rep- 
resentation of  future  results.  Rein- 
vestment of  all  income  dividends  and 
capital  gains  distributions  have  been 
assumed.  For  a  free  informative  bro- 
chure and  prospectus  with  more 
complete  information  including 
charges  and  expenses,  mail  the 
coupon.  Read  it  carefully  before  you 
invest  Send  no  money. 


$22,455 
$214,543 
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Worried  about 

the  buying  power  of 

your  retirement  dollars? 


New  York,  NY  10168 


I  III  Securities  Corp. 
|   122  East  42d  Street 

I 

"I  VeSf  send  me  full  information  on 
■  > — I  '  International  Investors' IRA  program 
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Dreylus 
401  (k)  Advantage 

Unless  your  401  (k)  plan  enjoys  widespread  participation  by  all  employees, 
ey  executives  may  find  their  tax  savings  severely  limited  by  I.R.S.  guidelines. 

Let  us  tell  you  how  a  Dreyfus  401  (k)  plan  can  help  key  executives  tax-shelter 
more  of  their  income  by  gaining  maximum  participation  by  employees  at  every  level. 
And  find  out  how  Dreyfus  can  arrange  for  all  aspects  of  401  (k)  plan  implementation. 

To  learn  how  the  Dreyfus  401  (k)  program  can  give  more  tax 
saving  options  to  you  and  your  employees,  please  call 


Dreyfus  Service  Corporation 

600  Madison  Avenue 
New  York,  New  York  10022 


James  M.  O'Donnell 
Vice  President 


is  which  are  aggressively  aligning 
smselves  with  the  banks  are  Fidelity 
ll'estments,  the  Vanguard  Group  in 
lley  Forge,  Pennsylvania;  Dreyfus 
Mew  York;  Federated  Investors  in 
I  tsburgh;  Frank  Russell  Investment 
I  inagement  Company  in  Tacoma, 
jshington  and  Evaluation  Associates 
I  vestment  Management  Company  in 
;stport,  Connecticut. 
At  the  same  time,  several  banks 
ve  begun  offering  their  own  mutual 
ids.  Wells  Fargo  Bank  and  Bank  of 
ilifornia,  for  example,  established 
>oled  funds  early  this  year  for  their 
A  customers.  Recently,  however, 
ederal  district  judge  ruled  that  the 
nds  were  in  violation  of  federal  secu- 
les  law.  And  it  remains  to  be  seen 
>w  this  issue  will  be  resolved. 
For  their  own  customers,  the  mutual 
nd  organizations  have  been  busy  de- 
ing  new  kinds  of  funds  to  attract  the 
dividual  investor's  IRA  and  corporate 
>onsored  assets.  For  example,  at 
ast  two  investment  management 
)mpanies  now  offer  very  specialized 
ock  funds  for  those  investors  who 
ant  to  decide  on  their  own  how  much 
put  in  each  sector  of  the  stock  market. 
Boston's  Fidelity  was  the  first  to 
;t  up  these  funds  in  1981.  Among  the 
mds  that  Fidelity  offers,  for  example, 
e  Health  Care,  Precious  Metals  and 
inerals,  Technology,  Energy,  Utilities, 
inancial  Services,  Leisure  and  Enter- 
linment,  and  Defense  and  Aerospace. 
And  last  June  the  Vanguard  Group 
i  Valley  Forge  also  unveiled  special- 
ed  stock  funds  which  invest  in  narrow 
ectors  of  the  stock  market.  Its  funds 
iclude  Services,  Health  Care,  Gold 
nd  Precious  Metals,  Technology  and 
nergy.  Vanguard's  funds,  unlike 
idelity's,  carry  no  load  or  upfront 
ales  commission. 

While  it  may  not  be  apparent  to  the 
idividuals  employed  at  many  of  the 
ompanies  that  have  been  affected  by 
hese  benefit  changes,  their  lives  have 
•een  altered.  No  longer  can  they  sim- 
ly  assume  that  someone  else  is  tak- 
ng  care  to  ensure  that  they  have 
;nough  with  which  to  retire.  As  almost 
iveryone  knows,  few  people  are  count- 
ng  on  Social  Security  as  a  significant 
)art  of  their  retirement  package.  And 
low  the  privately  sponsored  pension 
)lan  also  has  decreased  in  importance. 
/Vith  their  profit-sharing,  savings,  401(k) 
)lansand  IRAs,  individuals  will  be 
orced  from  now  through  the  21st  cen- 
ury  to  assume  increasing  responsibility 
or  planning  their  retirement.  ■ 

\nise  C.  Wallace  is  a  New  York-based 
inancial  writer. 


Fidelity 
A  first  choice  for  IRAs. 

Here  are  two  reasons  why  over  350,000 
Americans  choose  Fidelity 


A  Fidelity  Individual  Retire- 
ment Account  (IRA)  does  a 
lot  more  than  reduce  your  taxable 
income  by  up  to  $2000  each  year. 
Here  are  just  two  ways  Fidelity 
can  turn  that  IRA  tax  break  into 
an  investment  that  works  for  you 
every  day. 

Todays  high  money 

market  yields: 
Fidelity  Cash  Reserves. 

Stability  of  principal  -  current 
income  -  flexibility  -  they  make 
Cash  Reserves  a  good  way  to 
start  your  IRA.  Plus,  in  an  IRA 
your  income  compounds  tax- 
deferred,  so  you'll  have  more  for 
your  future.1 

The  No.  1  stock  fund: 
Fidelity  Magellan  Fund. 

Magellan  is  the  top  performing 
fund  in  the  nation.  Up  324% over 
the  last  five  years.2  No.  1  for  the 
past  five  and  ten  year  periods 
ending  6/30/84. 3 

Magellan  is  the  choice  of  many 
aggressive  IRA  investors  who 
are  willing  to  take  greater  risks 
for  potentially  greater  rewards. 


Fidelity  IRA 
experts  are 
ready  to 
helpyou. 


Cash  Reserves  and  Magellan 
are  just  two  good  ways  Fidelity 
can  help  you  create  the  IRA 
that's  right  for  you.  One  that 
matches  your  goals  now.  One  you 
can  also  change  at  any  time. 

We're  ready  to  help  you  every 
step  of  the  way.  By  toll-free 
telephone -by  mail -or  in  person 
at  any  one  of  28  Fidelity  Investor 
Centers  nationwide. 

Fidelity  for  your  Keogh. 

If  you're  self-employed,  you 
may  qualify  for  a  Keogh.  You'll 
enjoy  the  same  kind  of  choice, 
flexibility,  service  and  conven- 
ience we  offer  for  IRA  s. 

Call,  write  or  visit  Fidelity.  Ask 
for  a  free  IRA  or  Keogh  fact  kit 
today. 

1 .  Money  market  fund  principal  is  not  insured,  and  yield 
will  fluctuate. 

2.  Figure  includes  the  change  in  share  price,  the  reinvest- 
ment of  all  dividends  and  capital  gain  distributions,  and 
the  effect  of  the  3%  sales  charge  for  the  five  years  ended 
6/30/84.  Past  performance  is  no  guarantee  of  future 
results.  Figure  updates  those  found  on  page  5  of  the 
Fund's  prospectus. 

3.  According  to  Lipper  Analytical  Services,  Inc.  which 
monitors  hundreds  of  mutual  funds. 

Call  toll-free. 
1-800-544-6666. 

In  Mass.  call  collect  617-523-1919. 

"  THE! INVEST ORTlRA  "i 

Write  to  Fidelity  Distributors  Corporation  I 
P.O.  Box  832,  Dept.  JB  111984  ~ 
Boston,  MA  02103 

For  a  free  copy  o/IRA:  What's 
in  it  for  you?  and  a  fund  pro- 
spectus with  more  complete  in- 
formation including  managemen, 
fees,  sales  charges,  and  expenses, 
call,  write  or  visit  Fidelity 
today.  Read  carefully  before 
you  invest  or  send  money. 

□  Keogh  (K-55) 

□  Fidelity  Cash  Reserves  (1-55) 
D  Fidelity  Magellan  Fund,  Inc.  (1-21 
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Wall  Street's  high-paid  analysts  are  expecting  the  growth  in 
corporate  profits  to  slow  only  moderately  next  year.  But  watch 
out.  Many  of  these  same  experts  had  rosy  forecasts  at  the 
beginning  of  the  most  recent  recession. 


What's  around  the 
corner  in  1985? 


By  Steve  Kichen  and  Leslie  Pittel 


In  the  midst  of  a  strong  economic  recovery,  one 
really  can't  expect  a  securities  analyst  to  step  away 
from  the  crowd  and  boldly  proclaim  that  the  sky  is 
about  to  fall.  Sure,  there  is  concern  over  productiv- 
ity, the  deficit  and  the  balance  of  trade.  But  analysts 
also  have  wives  and  kids  to  feed  and  payments  on  the 
BMW  and  summer  houses  in  the  Hamptons. 

With  little  bad  news  in  third-quarter  corporate  reports, 
it's  no  wonder  that  analysts'  estimates  for  the  future  are 
optimistic:  The  analysts'  current  consensus  is  that  earn- 
ings will  be  up  by  26%  in  1984  and  17%  in  1985.  Those  are 
relaxing,  comfortable  numbers.  After  all,  most  experts 
think  that  slower,  more  steady  growth  is  just  what  the 
economy  needs. 

Unfortunately,  however,  many  estimates  are  likely  to 
change — and  probably  for  the  worse.  While  securities  ana- 
lysts say  that  earnings  will  be  up  by  1 7%  next  year,  Wall 
Street  economists  are  forecasting  that  corporate  profits 
will  expand  by  only  9%.  "Either  the  economists  are  too 
low  or  the  analysts  are  too  high,"  says  Stan  Levine,  who 
coordinates  the  Institutional  Brokers  Estimate  System  for 
the  New  York-based  brokerage  firm  Lynch,  Jones  &  Ryan. 
"Something  has  to  give." 

That  "something"  will  probably  be  the  analysts.  They 
are  already  scrambling  to  lower  their  estimates — some- 
thing they  often  do  this  time  of  year.  IBES,  for  example, 
monitors  the  projections  of  hundreds  of  analysts  on  some 
3,000  firms.  Currently,  reports  Levine,  his  computers 
show  that  three  1985  estimates  are  being  lowered  for  every 
one  that  is  raised. 

Let's  hope  we're  not  in  for  a  repeat  of  what  happened  in 
the  fall  of  1981.  Analysts  then  were  scurrying  to  lower  the 
rosy  1982  projections  they  had  made  in  the  spring  and 
summer.  But  even  after  these  cuts,  the  experts  were  still 
predicting  that  earnings  would  be  up  over  20%  in  1982. 
Then,  after  many  more  downward  revisions,  the  analysts 
were  looking  for  "only"  19%  growth.  Unfortunately,  Wall 
Street's  seers  were  off  by  a  country  mile.  Instead  of  eco- 
nomic expansion,  there  was  a  rather  severe  recession. 
Corporate  profits  fell  by  18%. 

Will  the  same  thing  happen  next  year?  No  one  knows. 
On  the  bright  side,  there  is  the  possibility  that  analysts 
burned  in  1982  may  be  even  too  cautious  this  time  around. 
Come  January,  the  experts  may  have  to  adjust  their  fore- 
casts upward  in  the  face  of  better-than-expected  fourth- 
quarter  performances. 


MlusitJiiuns  bv  Patrick  McDonnell 


To  find  out  what  the  best 
minds  on  Wall  Street  think  is  jn  store  for 
1,000  major  corporations,  we  used  Micro/Scan  softwan 
from  Boston's  Isys  Corp.  to  tap  the  IBES  database.  Ou 
listings  start  on  page  88.  Each  of  the  companies  in  ou 
tables  has  estimates  from  five  or  more  analysts  and  ; 
market  capitalization  of  at  least  $70  million.  For  thi: 
group,  analysts  are  expecting  an  average  earnings  increas' 
of  21%  in  1985. 

The  last  column  in  our  table  shows  the  "confidenci 
factor,"  which  describes  the  level  of  agreement  amonj 
analysts  who  contributed  to  the  earnings  estimate.  / 
"very  high"  confidence  factor — like  the  one  behind  th< 
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Exceptional 

cases 

These  firms  may  earn  at  least  $1  in  1984  and  increase 
earnings  by  more  than  90%  in  1985. 

%  change 
1985  vs.  1984 
Company                        estimates 

Company 

%  change 

1985  vs.  1984 

estimates 

Kemper                              145% 

Seagull  Energy 

99% 

Inland  Steel                        128 

Stone  Container 

98 

EF  Hutton  Group               125 

Ashland  Oil 

96 

AEStaleyMfg                    110 

Newmont  Mining 

93 

Lorimar                             102 

Allegheny  Intl 

91 

$2.54-per-share  figure  for  Knight-Ridder — means  that  the 
estimates  from  the  20  analysts  who  track  the  publishing 
company  were  closely  clustered.  On  the  other  hand,  MCI 
Communications  sports  a  very  low  confidence  factor.  Al- 
though the  average  1985  estimate  for  MCI  is  84  cents,  the 
numbers  range  from  25  cents  to  $1.25. 

Those  firms  whose  earnings  are  harder  to  predict  tend  to 
have  low  or  very  low  confidence  factors.  Many  elements 
contribute  to  the  volatility  of  airline  earnings,  for  exam- 
ple, so  it  is  not  surprising  to  find  analysts  in  widespread 
disagreement  over  the  prospects  of  carriers  like  AMR, 
Ozark  Holdings  and  PSA. 

But  large,  stable  consumer  products  and  drug  compa- 
nies— such  as  Abbott  Laboratories,  Bristol-Myers  and  Dart 
&.  Kraft — tend  to  carry  high  or  very  high  confidence  fac- 
tors. Risk-averse  investors  are  often  more  comfortable 
with  stocks  like  these.  But  safety  has  its  price:  There  isn't 
much  chance  of  spectacular  earnings  surprises  at  these 
companies. 

If  an  issue  sports  a  low  or  very  low  confidence  factor, 
however,  there  is  a  greater  chance  for  price  volatility.  After 
all,  suppose  securities  analysts  are  confused  and  an  investor 
goes  with  a  guy  who  has  the  highest  estimate.  There  can  be 
big  gains  if  he  turns  out  to  be  correct.  Last  year,  for  example, 
Mattel  had  a  very  low  confidence  factor  and  a  1 984  estimate 
of  $1.02.  Analysts  now  think  the  toy  company  will  earn 
$1.55  this  year,  and  its  stock  has  jumped  66%  during  a 
period  that  the  Wilshire  was  off  by  3% . 

In  1 984  Mattel  was  more  the  exception  than  the  rule.  The 
majority  of  companies  that  received  very  low  confidence 
factors  in  our  previous  table  still  show  depressed  earnings 
and  share  prices.  Among  the  losers:  Cameron  Iron  Works, 
Rowan,  Pan  American  World  Airways,  Reading  &  Bates  and 
Western  Co.  of  North  America. 

Note,  too,  that  a  forecast  for  a  large  percentage  increase  in 
earnings  often  needs  further  analysis.  Look  at  Armco.  The 
table  shows  an  expected  625%  jump  in  earnings  from  1984 
to  1985.  But  this  troubled  steelmaker  is  likely  to  earn  only 
about  24  cents  in  1984,  vs.  an  estimated  $1 .74  in  1985.  Both 
years  are  a  big  improvement  over  the  $6. 16  loss  in  1983.  But 
the  anticipated  gain  for  1985  is  so  great  only  because  it  is 
compared  with  such  a  low  base. 

A  final  thought:  These  stocks  now  sell  at  8.3  times  1985 
earnings  estimates.  This  is  a  30%  discount  from  the  current 
Wilshire  P/E — roughly  the  same  as  last  year.  The  real 
questions,  of  course,  are  how  close  actual  earnings  will  be  to 
1985  estimates  and  how  much  investors  will  pay  for  them 
next  year.  If  only  we  had  the  answers.  ■ 
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press  units  in  operation  at  the 

Los  Angeles  Times  Northridge  facility 


Rockwell  International  know-how: 
j  in  newspaper  presses  used  every  day  in  95  countries. 

It's  in  everything  we  do. 


For  nearly  one  hundred  years, 
ss  presses  have  been  in  the  forefront 
idvancing  the  state  of  the  art  in 
vspaper  printing  technology:  from 
introduction  in  the  1890s  of  high' 
ed  printing  with  the  Goss  Straight' 
*  press,  to  the  computer-controlled 
>troliner®  press  introduced  in  the 
70  s  to  today's  modularly  designed 
adliner®  Offset  press. 

This  dedication  to  technology 
dership  is  why  Goss  web  offset 
sses  from  Rockwell  International 
:  used  by  more  newspapers  than  any 
ler  presses  in  the  world,  including 
iny  of  the  largest  newspapers  in  95 
jntries.  Asahi  Shimbun,  Helsingin 
nomat,  0  Globo,  The  Melbourne 
\e,  The  Johannesburg  Star,  The  Wall  , 
reet  journal,  and  USA  Today  all  use 
)ss  presses. 

Only  a  company  with  the  know 
w  to  combine  high  technology  with 
tstanding  engineering  and  manage 
*nt  skills  can  maintain  world  leader 
tp  in  newspaper  printing  for  so  long, 
lat  knowhow  goes  into  everything 
i  do  at  Rockwell. 

In  aerospace:  where  we  developed 
d  are  building  the  NAVSTAR  satellites 
d  are  helping  develop  precision  naviga' 
in  receivers  for  the  Department  of 
Sense's  Global  Positioning  System. 


In  electronics:  where  we  are  a 
major  supplier  of  digital  and  analog 
microwave  systems  to  the  telecom' 
munications  industry.  In  our  nation's 
C3I  defense  network,  we  link  voice 
and  data  transmission  by  supplying 
survivable,  transportable  communi' 
cations  systems. 

In  the  automotive  industry:  where 
our  technology  and  reputation  for  dc 
pendable,  quality  design  for  car  and 
truck  components  have  made  us  a 
major  supplier  of  drivetrains  for  U.S. 
Army  trucks. 

We're  an  $8  billion  company 
where  science  gets  down  to  business 
in  four  diverse  areas.  And  that 
diversity  has  helped  us  achieve  eight 
consecutive  years  of  increased  earn' 
ings  and  impressive  growth. 

If  you  are  interested  in 
any  of  our  products  or  want  to 
learn  more  about  us,  write: 
Rockwell  International, 
Department  815R114, 600  Grant 
Street,  Pittsburgh,  PA  15219. 


* 


Rockwell  International 

...where  science  gets  down  to  business 

Aerospace/Electronics 
Automotive/General  Industries 


How  analysts  see  1985  earnings 

Wall  Street's  professionals  think  earnings  growth  will  slow  in  1985 

at  most  of  these  1,000  companies.  But  note  the  confidence  factor 

for  each  estimate  and  the  number  of  opinions  on  which  it  is 

based.  The  greater  the  consensus,  the  better  the  guess. 


Company 


Recent 
price 


1983 


-Earnings  per  share 

1984  1985 


%  change 

1985  vs.  1984 

estimates 


P/E 


-1985  estimate 

number  of      confidence 
analysts  factor 


AMF 


17'/4 


$-0.15 


$0.69 


$1.38 


100.0% 


12.5 


very  low 


AMP 


31% 


1.52 


2.17 


2.60 


19.8 


12.1 


16 


average 


AMR 


28>/4 


4.19 


4.04 


4.90 


21.3 


5.8 


low 


AVX 


19'/8 


0.98 


1.94 


2.51 


29.4 


7.6 


average 


Abbott  Laboratories 


395/ 


2.86 


3.34 


3.90 


16.8 


10.2 


28 


very  high 


AccuRay 


185/ 


1.31 


1.66 


2.15 


29.5 


average 


Acme-Cleveland 


15 


-7.39 


-0.68 


1.85 


NM 


very  low 


Adams-Russell 


19% 


1.10 


1.24 


1.54 


24.2 


12.8 


10 


high 


Adobe  Oil  &  Gas 


I8V2 


1.45 


1.61 


1.87 


16.1 


9.9 


12 


average 


Advanced  Micro  Devices 


35 


1.23 


2.84 


3.45 


21.5 


10.1 


21 


average 


Aetna  Life  &  Casualty 


35 


3.06 


1.91 


2.95 


54.5 


11.9 


22 


very  low 


HP  Ahmanson  &  Co 


22% 


4.02 


2.41 


3.18 


32.0 


7.2 


13 


very  low 


Air  Products  &  Chemicals 


43  s/ 


3.55 


4.51 


5.27 


16.9 


8.3 


23 


low 


Airborne  Freight 


18'/4 


1.60 


1.93 


2.41 


24.9 


7.6 


15 


average 


Alaska  Airlines 


12'/2 


.45 


1.81 


2.14 


18.2 


5.8 


10 


average 


Albertson's 


277/ 


2.15 


2.48 


16.1 


9.7 


12 


high 


Alcan  Aluminium  Ltd 


27'/> 


0.81 


3.65 


4.50 


23.3 


6.1 


18 


very  low 


Alco  Standard 


28% 


2.70 


3.12 


3.62 


16.0 


7.9 


10 


high 


Alexander  &  Alexander  Services 


21', 


0.03 


0.94 


1.45 


54.3 


15.1 


12 


low 


Alexander  &  Baldwin 


30 


3.55 


3.96 


11.5 


7.6 


very  high 


Allegheny  International 


23Vs 


1.43 


3.78 


90.9 


,6.3 


low 


Allegheny  Power  System 


28'/2 


3.54 


3.70 


3.84 


3.8 


7.4 


17 


very  high 


Allen  Group 


17 1/2 


1.03 


2.10 


3.07 


46.2 


5.7 


Allied  Bancshares 


24 


2.55 


2.97 


3.45 


16.2 


7.0 


very  high 


Allied  Corp 


36 


4.28 


5.32 


6.07 


14.1 


5.9 


20 


average 


very  low 
high" 


Allied  Stores 


51? 


6.15 


6.77 


7.39 


9.2 


7.0 


16 


Allis-Chalmers 


-10.43 


-3.77 


0.56 


NM 


14.5 


Alhel 


231 


2.64 


3.00 


3.26 


7.1 


14 


a:  Actual.     NM:  Not  meaningful. 

Source:  Institutional  Brokers  Estimate  System  (IBES),  a  service  of  Lynch,  Jones  &  Ryan  via  Micro/Scan  Data  on  diskette  from  Isys  Corp. 
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How  analysts 

see  1985  earnings 

;orapany 

Recent 
price 

Earnings  per  shar 

1984 
1983                estim 

%  change 

1985  vs.  1984 

estimates 

-1985  estimati 

number  of 

analysts 

1985 
Jtes 

P/E 

confidence 
factor 

klpha  Industries 

12": 

$0.79 

$0.98 

$1.26 

28.6% 

9.9 

7 

high 

!  duminum  Co  of  America 

34  'A 

2.03 

4.96 

6.35 

28.0 

5.4 

18 

very  low 

|  dza  Cotp  A 

2H/4 

0.11 

0.40 

0.78 

95.0 

27.2 

6 

low 

,  Imax 

18 

-7.74 

-0.07 

1.24 

NM 

14.5 

13 

very  low 

i  Imdahl 

10% 

0.96 

1.01 

1.44 

42.6 

7.6 

11 

average 

Unerada  Hess 

26% 

2.43 

3.20 

4.36 

36.3 

6.0 

22 

low 

American  Bankers  Insurance  Group 

lll/g 

1.42 

1.58 

1.94 

22.8 

5.7 

6 

average 

American  Brands 

62  Vx 

6.76 

7.49 

8.23 

9.9 

7.6 

13 

very  high 

\merican  Broadcasting 

65% 

5.45 

6.49 

7.63 

17.6 

8.6 

21 

high 

American  Can 

48% 

3.47 

4.79 

5.71 

19.2 

8.5 

7 

very  high 

American  Cyanamid 

50% 

3.41 

4.79 

5.57 

16.3 

9.0 

17 

high 

American  Electric  Power 

19% 

2.44 

2.63 

2.65 

0.8 

7.4 

16 

low 

American  Express 

35  % 

2.53 

2.70 

3.53 

30.7 

10.1 

18 

low 

American  Family 

22% 

1.70 

2.33 

2.92 

25.3 

7.8 

11 

average 

American  General 

24'/2 

2.67 

2.77 

3.28 

18.4 

7.5 

16 

average 

American  Greetings  A 

31% 

1.91 

2.34 

2.74 

17.1 

11.4 

11 

very  high 

American  Home  Products 

47  Vi 

4.00 

4.48 

5.03 

12.3 

9.4 

28 

very  high 

American  Hospital  Supply 

28% 

2.86 

3.28 

3.76 

14.6 

7.7 

31 

very  high 

American  Income  Life  Insurance 

9Vi 

1.53 

1.43 

1.61 

12.6 

5.9 

5 

average 

American  International  Group 

68 

5.77 

5.73 

6.78 

18.3 

10.0 

21 

average 

American  Medical  International 

23% 

2.04 

1.64a 

2.58 

57.3 

9.1 

32 

average 

American  Natural  Resources 

37'/4 

4.69 

5.48 

5.79 

5.7 

6.4 

16 

average 

American  President  Cos 

32% 

2.26 

7.06 

8.14 

15.3 

4.0 

5 

average 

American  Standard 

30% 

2.27 

3.28 

4.16 

26.8 

7.3 

12 

low 

American  Sterilizer 

21% 

1.76 

1.84 

2.08 

13.0 

10.3 

7 

high 

American  Stores 

39% 

3.61 

4.15 

4.84 

16.6 

8.1 

8 

average 

American  Tel  &  Tel 

18>/8 

1.29 

1.60 

2.13 

33.1 

8.5 

33 

low 

Ameritech 

74% 

9.76 

10.13 

10.75 

6.1 

6.9 

26 

high 

AmeriTrust 

52'/: 

5.49 

6.89 

7.44 

8.0 

7.1 

11 

high 

Amfac 

22% 

-4.99 

1.70 

2.86 

68.2 

8.0 

9 

average 

4-.JI 

The  1,000  stocks  in  this  table  sell  at  a 
multiple  of  8.3,  based  on  1985  esti- 
mates. That's  about  30%  less  than  the 
current  P/E  of  the  Wilshire  index. 

AmSouth  Bancorp 

23% 

2.01 

3.39 

3.76 

10.9 

6.3 

7 

very  high 

Amsted  Industries 

32% 

-0.35 

2.23 

3.77 

69.1 

8.7 

7 

average 

Analog  Devices 

24  V» 

0.73 

1.35 

1.75 

29.6 

13.8 

12 

average 

Analogic 

10 

0.85 

0.90a 

1.09 

21.1 

9.2 

8 

average 

Anchor  Hocking 

23% 

2.28 

2.16 

2.99 

38.4 

7.9 

10 

low 

Andrew 

32'/2 

1.77 

2.08 

2.56 

23.1 

12.7 

9 

high 

Angelica 

20 '/s 

1.63 

1.85 

2.13 

15.1 

9.4 

6 

high 

Anheuser-Busch 

68  Vi 

6.50 

7.43 

8.41 

13.2 

8.1 

15 

very  high 

Apache 

WA 

1.00 

1.11 

1.37 

23.4 

8.4 

9 

low 

Apollo  Computer 

23% 

0.37 

0.75 

1.32 

76.0 

17.6 

17 

average 

Apple  Computer 

23% 

1.28 

0.98 

2.21 

125.5 

10.8 

23 

low 

a:  Actual,     NM:  Not  meaningful. 

Source:  Institutional  Brokers  Estimate  System  (IRES),  a  sert'ice  of  Lynch,  /ones  &  Ryan  via  Micro/Scan  Date 

on  diskette  from  Isys  Corp. 
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While  some  luxury  cars  have 
been  downsized  or  com- 
promised out  of  existence,  it 
is  comforting  to  note  an 
exception. 

Lincoln  Town  Car. 


In  1985,  it  has  retained  the 
generous  size  that  discrimi- 
nating drivers  have  come  to 
expect,  and  even  demand. 
With  considerably  more 
interior  room  and  cargo 


space  than  any  car  in  its 
class. 

An  equally  comforting 
dimension  is  that  of  quality. 
Lincoln  automobiles  have 
been  rated  the  highest 


quality  luxury  cars  b< 
an  average  of  owne 
reported  problems  ii 
prior  six  months  in  a' 
survey  of  1981-1983  rr  | 
designed  and  built  if 
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Get  it  together-buckle  up. 


Town  Car  also  offers 
ponsiveness  of  a  5.0 
power  source 
d  with  the  tech- 
of  electronic  fuel 


injection.  In  all,  an  auto- 
mobile superbly  equipped 
to  meet  the  vagaries  of 
modern  driving  with  ease. 

To  purchase  or  lease  the 
1985  Lincoln  Town  Car, 


simply  visit  your  Lincoln 
Dealer. 

You  will  find  a  standard  of 
luxury  that,  even  today, 
remains  remarkably 
undiminished. 


LINCOLN 

Lincoln-Mercury  Division  C~i%JS"} 


How  analysts 

see  1985  earnings 

Company 

Earnings  per  share %  change 

Recent                                       1984                 1985         1985  vs.  1984 
price                 1983                estimates estimates 

■1985  estimat 

number  of 

analysts 

P/E 

confidence 
factor 

Applied  Data  Research  B 

24%                $1.38 

$1.77              $2.23                 26.0% 

11.2 

11 

very  high 

Applied  Materials 

27'/2                  0.49 

2.00                2.92                 46.0 

9.4 

15 

average 

Arizona  Public  Service 

20%                  3.46 

3.38                3.49                   3.3 

6.0 

16 

very  high 

Arkla 

20%                  1.18 

1.63                2.03                 24.5 

10.2 

17 

average 

Annco 

10                   -6.16 

0.24                 1.74               625.0 

5.7 

11 

very  low 

Armstrong  World  Industries 

28%                  2.53 

3.54                3.95                 11.6 

7.3 

12 

low 

Arrow  Electronics 

17                     0.85 

2.71                3.60                32.8 

4.7 

5 

low 

Asarco 

22                      1.54 

-1.53                 1.68                 NM 

13.1 

17 

very  low 

Ashland  Oil 

27%                  2.22 

1.84                3.61                 96.1 

7.7 

13 

low] 

Associated  Dry  Goods 

57                    5.95 

6.75                 7.60                 12.6 

7.5 

18 

high 

Atlantic  City  Electric 

23%                 3.48 

3.16                3.33                   5.4 

7.0 

10 

high 

Atlantic  Research 

30%                  1.81 

2.34                2.91                 24.4 

10.6 

9 

average 

Atlantic  Richfield 

49%                  6.03 

5.44                7.09                 30.3 

6.9 

34 

average 

Augat 

22%                  1.47 

1.85                2.45                 32.4 

9.3 

13 

average 

Automatic  Data  Processing 

36%                  1.86 

2.14a              2.51                  17.3 

14.6 

5 

very  high 

Automatix 

9'/4                -0.20 

-0.82              -0.18                 NM 

'NM 

6 

very  low 

Avantek 

21                      0.63 

0.92                 1.22                 32.6 

17.2 

16 

average 

Avery  International 

30%                  1.84 

2.39                2.81                  17.6 

10.9 

9 

high 

Avon  Products 

23'/8                  2.21 

2.26               2.56                13.3 

9.0 

21 

average 

Aydin 

21%                 2.93 

2.39                2.99                 25.1 

7.1 

8 

average 

Bairnco 

29%                  2.16 

2.62                3.02                 15.3 

9.7 

5 

very  high 

Baker  International 

16%                -0.91 

099                 1.81                 82.8 

9.3 

26 

low 

Baldor  Electric 

20                      1.20 

1.69                2.23                 32.0 

9.0 

8 

average 

Ball 

381/!                  3.47 

3.98                4.50                 13.1 

8.6 

6 

high 

Bally  Manufacturing 

15%                  0.20 

1.05                 1.84                 75.2 

8.6 

9 

low 

Bally  Park  Place 

8%                  0.86 

1.07                 1.28                 19.6 

6.7 

5 

low 

Baltimore  Gas  &  Electric 

37'/s                  4.95 

5.28                 5.33                   0.9 

7.1 

20 

high 

Banc  One 

23%                  2.55 

2.92                3.27                 12.0 

7.2 

9 

very  high 

BancOklahoma 

20'/2                  3.33 

3.70                4.16                 12.4 

4.9 

6 

very  high 

Bandag 

49                      3.88 

4.57                5.47                 19.7 

9.0 

5 

very  high 

Bank  of  Boston 

36                      7.40 

6.67                 7.47                 12.0 

4.8 

13 

average 

Bank  of  New  York 

31%                  4.64 

5.21                 5.65                   8.4 

5.6 

7 

average 

BankAmerica 

18%                  2.18 

2.48                3.13                 26.2 

6.0 

24 

average 

Bankers  Trust  NY 

52*4                  8.40 

9.02                9.89                   9.6 

5.3 

20 

high     j 

CR  Bard 

22%                  2.21 

2.47                2.82                 14.2 

8.1 

20 

very  high 

Barnett  Banks  of  Florida 

43%                  4.60 

4.93                5.47                 11.0 

7.9 

14 

high 

Barry  Wright 

29                      1.57 

1.94                2.43                 25.3 

11.9 

7 

average 

Bassett  Furniture  Industries 

32%                  3.78 

3.84                4.10                   6.8 

7.9 

5 

low 

Bausch  &  Lomb 

24%                  1.71 

2.04                2.43                 19.1 

10.0 

16 

high 

Baxter  Travenol  Laboratories 

13'/2                  1.54 

1.44                 1.64                 13.9 

8.2 

25 

average 

BayBanks 

39                    5.03 

5.53                6.07                   9.8 

6.4 

5 

high 

BBDO  International 

40'/2                  3.08 

3.79                4.41                  16.4 

9  2 

5 

very  high 

Beatrice 

28  V*                  3.30 

3.18                3.53                 11.0 

8.0 

10 

average 

Becton  Dickinson 

36%                  1.71 

2.95                3.56                 20.7 

10.2 

20 

average 

Bell  &  Howell 

28%                  2.96 

2.55                3.07                 20.4 

9.3 

7 

average 

Bell  Atlantic 

77%                10.17 

9.97               10.60                   6.3 

7.3 

27 

high 

a:  Actual.     NM:  Not  meaningful 
Source 

Institutional  Brokers  Estimate  System  (IBES),  a  sen  ice  of  Lynch,  Jones  &  Ryan  via  Micro/Scan  Date 

(  on  diskette  from  ls\'s  Corp. 
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.  NEUTRAL  SPIRITS  DISTILLED  FROM  GR AIM.  80  PROOF  GORDON'S  DRY  GIN  CO  LTD..  LINDEN.  N.J      §  1984  GORDON'S  DRY  GIN  CCLLTD 


Pan  Am  Proud] 
The  Arrival  Of  Oi 


i 


^_ i  -TT 


Innounces 


lillion  Dollar  Baby. 


i  Am's  Putting  A  Million  Dollars  Into  Every  747  We  Fly, 
Make  Sure  Clipper  Class  Is  The  Business  Class  To  Beat. 


For  an  airline  with  the  world's 

est  fleet  of  passenger  747's, 

's  quite  an  expense. 

But  for  an  airline  dedicated  to 

ing  international  business 

s,  it's  an  investment  in  the 

ire. 

The  money's  going  for  spacious 

across  seating,  with  wide  new 

s  and  more  legroom  than  many 

nes  offer  in  First  Class. 


-^\ 


f* 


\, 


For  huge  new  overhead  bins 
times  larger  than  before,  with 
m  for  several  garment  bags 
out  flat. 


For  a  new  state-of-the-art 
video  system  that  provides  bigger, 
brighter,  clearer 
movies,  and 
comfortable  new 
electronic  stereo 
headsets  specially 
designed  for  high 
altitude  hi-fidelity. 
For  a  gracious  new    4 
international  meal 
service  created  by  12  ^ 

famous  chefs,  and  much,  |  «TL\ 
much  more.  — 

It's  Pan  Am's  new     k  ^ 

Clipper®  Class.  And  a  J  \ 

million  dollars  says    ^ 
it's  the  business  class" 
to  beat. 

Pan  Am's  New  Clipper  Class. 

^bu  Can't  Beat  The  Experience! 


ffl 

How  analysts 

see  1985  earnings 

Company 

Recent 
price 

Earnings  per  share- 

1984 
1983                estimatt 

1985 

%  change           

1985  vs.  1984 
estimates             P/E 

-1985  estimate 

number  of      confidence 
analyst-,             factor 

BellSouth 

33 

$4.32 

$4.06 

$4.36 

7.4% 

7.6 

31 

high   |  1 

AHBelo 

43 

3.25 

2.81 

3.44 

22.4 

12.5 

9 

high 

Beneficial 

30'/s 

3.96 

4.06 

4.58 

12.8 

6.6 

6 

average 

Bergen  Brunswig 

iv/% 

1.50 

1.45a 

2.21 

52.4 

10.0 

9 

high    1 

Best  Products 

12% 

1.40 

1.72 

2.11 

22.7 

6.1 

10 

low 

Bethlehem  Steel 

1 7% 

-7.31 

-0.19 

3.19 

NM 

5.6 

13 

very  low 

Betz  Laboratories 

31 

2.08 

2.41 

2.76 

14.5 

11.2 

15 

very  high     i 

Beverly  Enterprises 

30'/2 

1.45 

1.79 

2.20 

22.9 

13.9 

12 

very  high 

Big  Three  Industries 

21% 

1.07 

1.53 

2.29 

49.7 

9.3 

13 

low    1 

Black  &  Decker  Manufacturing 

20'/8 

0.65 

1.96 

2.51 

28.1 

8.0 

13 

high     ; 

Boeing 

55% 

3.67 

3.80 

5.57 

46.6 

10.0 

25 

low  •<] 

Boise  Cascade 

38  Vi 

1.91 

4.62 

5.91 

27.9 

6.5 

14 

low  •(! 

Borden 

60'A 

5.96 

7.43 

8.28 

11.4 

7.3 

8 

high    i 

Borg-Warner 

21'/2 

2.03 

2.50 

3.06 

22.4 

7.0 

9 

average 

Boston  Edison 

32  Vi 

360 

3.89 

4.11 

5.7 

7.9 

11 

high 

Bristol-Myers 

45'/4 

3.00 

3.48 

4.02 

15.5 

11.3 

28 

very  high     1 

British  Petroleum 

22% 

2.76 

3.74 

4.18 

11.8 

5.4 

12 

low  ■ 

Brockway 

16% 

0.77 

1.53 

2.01 

31.4 

8.4 

6 

low       ! 

Brooklyn  Union  Gas 

32% 

4.52 

4.72 

5.01 

6.1 

6.6 

10 

h,gh 

Brooks  Fashion  Stores 

31% 

2.03 

2.96 

3.82 

29.1 

8.3 

5 

high 

Brown  Group 

25  Vi 

3.19 

3.25 

3.58 

10.2 

7.1 

7 

average 

Browning-Ferris  Industries 

36'/2 

2.40 

2.65 

3.28 

23.8 

11.1 

12 

average 

Brunswick 

32% 

2.92 

4.21 

5.02 

19.2 

6.5 

8 

average 

Brush  Wellman 

31% 

1.39 

2.17 

2.49 

14.7 

12.8 

7 

average 

Burlington  Industries 

25 

3.10 

3.61 

3.86 

6.9 

6.5 

10 

low  1 

Burlington  Northern 

48  W 

5.40 

6.99 

7.30 

4.4 

6.6 

19 

average 

Burndy 

14 

1.01 

1.16 

1.55 

33.6 

9.0 

10 

low 

Burr-Brown 

17 

0.90 

1.27 

1.73 

36.2 

9.8 

6 

high  1 

Burroughs 

53 

4.60 

5.65 

6.67 

18.1 

7.9 

21 

average 

CBI  Industries 

26 'A 

2.36 

2.37 

2.81 

18.6 

9.3 

10 

low 

Wall  Streeters  don't  see  1985  as  an- 
other record  year  at  Chrysler.  They 
think  profits  will  drop  23%,  to  less 
than  $  12  per  share. 

CBS  Inc 

80 

6.31 

8.58 

9.73 

13.4 

8.2 

21 

high 

CSX  Corp 

22!/2 

2.07 

3.31 

3.79 

14.5 

5.9 

21 

average 

Cabot 

26  Vi 

2.00 

2.74 

3.21 

17.2 

8.3 

9 

low 

California  Federal 

13  Vi 

3.94 

2.82 

3.12 

10.6 

4.3 

9 

very  low 

Callahan  Mining 

15  Vi 

0.59 

0.48 

0.86 

79.2 

18.0 

5 

very  low 

Capital  Cities  Communications 

154'/4 

8.53 

10.54 

12.10 

14.8 

12.7 

16 

high 

Capital  Holdings 

58\ 

4.38 

4.64 

5.07 

9.3 

7.7 

19 

high 

Carlisle 

33 

2.45 

3.48 

3.98 

14.4 

8.3 

9 

average 

Carolina  Freight 

19% 

2.12 

2.32 

2.80 

20.7 

7.0 

11 

high  i 

Carolina  Power  &  Light 

237/s 

3.21 

3.29 

3.44 

4.6 

6.9 

14 

very  high 

Carter  Hawley  Hale 

23 

1.90 

1.86 

2.70 

45.2 

8.5 

12 

low 

Castle  &  Cooke 

15 

-1.95 

-3.13a 

0.95 

NM 

15.8 

9 

very  low  j 

a:  Actual.     NM:  Not  meaningful. 

Source  Institutional  Broken  Estimate  System  flBES),  a  service  of  Lynch,  Jones  &  Ryan  via 

Micro/Scan  Data 

on  diskette  from  /sys  Corp. 
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Hie., 
itachine 

Jiat , 
pays  for 

itself 


When  you're  in  the  business  of  assem- 
bling parts,  you're  in  the  business  of 
holding  costs  down  while  keeping 
quality  up.  Which  is  a  tricky  busi- 
ness these  days.  Manufacturers 
have  found  the  answer  to  the 
problem.  Bodine  in-line  assembly 
s.  ■  Bodine  modular  machines  have 
oduced  millions  of  small  assemblies  such  as  those  shown  here,  products  made 
high  volume  to  rigid  specifications  and  yet  at  considerable  savings, 
ith  today's  skyrocketing  labor  costs,  both  direct  and  indirect, 
anagers  hardly  have  to  be  persuaded  of  the  wage-saving 
Ivantages  of  automated  assembly  systems.  But  they  also 
must  look  hard  at  the  possibility  of  long  delays  in 
changing  over  to  new  equipment,  and  they  must  worry  about  sacri- 
ficing quality  control  in  their  products.  ■  Conversion  even  from  a 
completely  manual  operation  can  be  made  swiftly  and  with  a 
minimum  of  de-bugging  time.  ^w^  *  As  f°r  quality 
control,  the  simplicity  of  the  /Ijc^^j^ \  Bodine  drive  sys- 
m  eliminates  much  of  the  need  for  moni-  ^S^ElrSg^  toring  and  adjust- 
ent.  Most  of  the  motions  of  the  system  are  ^JiS^  timed  and  driven 
l  the  main  drive  shaft,  and  these  include  self-inspection  features  that  keep 
instant  tabs  on  output.  ■  All  of  this  adds  up  to  higher  production  rates,  fewer 
turns,  and  the  elimination  of  costly  major  retooling  for  product  changes.  Which 
eans  savings  added  to  savings.  A  Bodine  assembly  machine  pays  for  itself. 
nd  then  it  starts  to  pay  for  itself 
1  over  again.  ■  Write  or  phone 
•ankj.  Riley, Vice  President, 
he  Bodine  Corporation, 
L7  Mountain  Grove  Street, 
ridgeport,  Conn.  06605, 
.03)  334-3107. 


^ 


W0 


Bodine 

ASSEMBLY 
SYSTEMS 


How 

analysts 

see  1985  earnings 

Company 

Recent 
price 

Earnings  per  s 

1984 
1983                es 

i 

%  change 

1985  vs.  1984 

estimates 

P/E 

■1985  estimate 

number  of      confident' 
analysts            factor 

1985 
timates 

Caterpillar  Tractor 

30  Vi 

$-3.74 

$-0.82 

$  2.21 

NM 

13.6 

20 

very  low 

Celanese 

nvi 

6.89 

11.07 

12.00 

8.4% 

6.0 

20 

low 

Centel 

36% 

4.12 

4.44 

4.86 

9.5 

7.6 

18 

high 

Centocor 

11  Va 

-0.12 

0.08 

0.27 

237.5 

41.7 

9 

very  low 

Central  &  South  West 

20% 

3.02 

3.31 

3.40 

2.7 

6.1 

21 

very  high 

Central  Illinois  Light 

22  Va 

2.87 

2.90 

3.01 

3.8 

7.4 

8 

high  | 

Central  Illinois  Public  Service 

17 

2.33 

2.19 

2.25 

2.7 

7.6 

10 

low 

Central  Louisiana  Electric 

20% 

2.85 

3.41 

3.36 

-1.5 

6.2 

5 

high 

Central  Soya 

14% 

1.68 

1.51a 

1.77 

17.2 

8.3 

6 

low 

CertainTeed 

17% 

1.73 

2.94 

3.02 

2.7 

5.9 

8 

very  low 

Cessna  Aircraft 

19% 

-0.98 

-0.58 

1.36 

NM 

14.5 

10 

low 

Champion  International 

19% 

1.22 

2.62 

3.55 

35.5 

5.5 

14 

low 

Champion  Spark  Plug 

9!/s 

0.70 

0.98 

1.18 

20.4 

7.7 

5 

average 

Charming  Shoppes 

16\. 

0.83 

1.04 

1.27 

22.1 

13.2 

5 

very  high 

Charter  Medical 

28'/: 

1.33 

1.73 

2.14 

23.7 

13.3 

14 

high 

Chase  Manhattan 

43% 

10.96 

10.68 

11.86 

11.0 

3.7 

19 

high 

Chemed 

27 

2.28 

2.56 

2.97 

16.0 

9.1 

7 

high 

Chemical  NY 

30 

5.77 

6.19 

6.79 

9.7 

4.4 

15 

average 

ChemLawn 

24  Va 

1.26 

1.55 

1.90 

22.6 

12.8 

9 

very  high 

Chesapeake  Corp 

34 

1.33 

3.39 

4.46 

31.6 

7.6 

7 

average 

Chesebrough-Pond's 

36'/: 

3.58 

3.70 

4.14 

11.9 

8.8 

19 

high 

Chevron 

34% 

4.65 

4.91 

5.54 

12.8 

6.3 

32 

average 

Chi-Chi's 

14'/2 

0.66 

0.91 

1.29 

41.8 

11.2 

8 

average 

Chicago  &  NW  Transportation 

28 

2.28 

2.61 

3.67 

40.6 

7.6 

11 

very  low 

Chrysler 

31  1/8 

2.35 

15.47 

11.98 

-22.6 

2.6 

16 

very  low 

Chubb 

50 

4.56 

3.59 

4.66 

29.8 

10.7 

21 

very  low 

Church's  Fried  Chicken 

28% 

1.66 

2.34 

2.82 

20.5 

10.1 

9 

high 

Cigna 

38  Vi 

5.26 

-0.37 

1.31 

NM 

29.4 

20 

very  low 

Cincinnati  Bell 

37  Va 

5.31 

5.65 

6.08 

7.6 

6.2 

7 

average 

Cincinnati  Financial 

70!/2 

6.36 

6.75 

7.36 

9.0 

9.6 

5 

low 

Cincinnati  Gas  &  Electric 

14% 

2.94 

2.52 

2.53 

0.4 

5.9 

12 

low 

Cincinnati  Milacron 

23  Vi 

-0.46 

0.65 

1.67 

156.9 

14.1 

19 

very  low 

Circuit  City  Stores 

26 

1.22 

1.91 

2.53 

32.5 

10.3 

6 

average 

Circus  Circus  Enterprises 

15% 

1.37 

1.56 

1.81 

16.0 

8.8 

6 

high 

Citicorp 

36% 

6.17 

6.69 

7.47 

11.7 

4.9 

24 

average 

Citizens  &  Southern  Georgia 

17'/8 

1.89 

2.19 

2.46 

12.3 

7.0 

9 

high 

Citizens  Fidelity 

23% 

2.38 

2.79 

3.15 

12.9 

7.6 

5 

average 

)L  Clark  Manufacturing 

24 

1.77 

2.15 

2.46 

14.4 

9.8 

5 

high 

Clark  Equipment 

27% 

0.86 

2.40 

4.04 

68.3 

6.8 

11 

very  low 

Cleveland  Electric  Illuminating 

19 

3.28 

3.36 

3.37 

0.3 

5.6 

14 

high 

Cleveland-Cliffs 

\9Vl 

0.22 

2.07 

1  92 

41.1 

6.7 

7 

very  low 

Cluett,  Peabody 

30 

2.87 

3.42 

4.10 

19.9 

■    7.3 

6 

average 

Coastal 

29'/4 

4.02 

4.5K 

5.06 

10.5 

5.8 

9 

low 

Coca-Cola 

63  Va 

4.10 

4.75 

5.43 

14.3 

11.6 

19 

very  high 

Coherent 

21  % 

0.58 

0.78 

1.21 

55.1 

18.0 

6 

average 

Coleco  Industries 

15'/4 

-0.48 

1.38 

1.97 

42.8 

7.7 

5 

low  1 

a:  Actual.     NM:  Not  meaningful. 

Sown-  Institutional  Brokers  Estimate  System  (IBES),  a  service  of  Lynch,  Jones  <5-  Ryan  via  Micro/Scan  Data 

on  diskette  from  Isys  Corp. 
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SATISFIED 


With  the 


TARE  QUO? 


NOW 


For  65  years  it's  been  Heller  tradition  to  break 
lew  ground.  That's  not  going  to  change  at  the 
lew  Heller.  We  have  the  resources— capital,  people 
ind  technology— to  lead,  not  follow.  We're 
:ommitted  to  setting  new  standards  of  excellence 
n  the  financial  services  business.  And  we're  going 
o  do  it! 

For  example,  our  Commercial  Financial  Services 
jroup  is  determined  to  keep  finding  new  ways  to 
serve  more  and  larger  clients  than  ever  before.  To 
ully  utilize  our  experience  and  staying  power  to 
support  them,  however  complex  their  needs.  We've 
lone  it  in  the  past.  After  all,  we  were  pioneers  in 
isset-based  financing  and  factoring.  We  were  doing 
such  "innovative"  things  as  leveraged  buyouts  more 
han  25  years  ago. 


Now,  the  Heller  International/Fuji  Bank 
affiliation  is  firmly  established.  We're  already 
breaking  new  ground  for  our  clients  in  the  United 
States— in  Europe,  the  Far  East  and  elsewhere  around 
the  world.  We're  rapidly  expanding  our  capabilities— 
further  broadening  our  product  line  to  stay  a  step 
ahead  of  our  clients'  needs. 

The  new  Heller  is  committed  to  attain  unpre- 
cedented levels  of  performance  in  the  industries 
we  serve.  We're  backing  our  people  with  the 
information  and  technology  they  need  to  make  that 
performance  possible. 

If  you  want  answers  from  people  who  will 
never  be  satisfied  with  the  status  quo,  call  the  new 
Heller.  1-800-458-4924.  (In  Illinois,  call  collect: 
1-312-621-7880.) 


HELLER  INTERNATIONAL 

Asset-Based  Financing  •  Factoring  •  Equipment  Financing  •  Real  Estate  Financing 
105  West  Adams  Street,  Chicago,  Illinois  60603. 


le  Audi  5000S  series  of  automobiles  have 
arrived  years  ahead  of  the  competition.  Honed 
to  perfection  by  advanced  German  engineer- 
ing, they  re-define  the  driving  experience  as  it 
is  known  today. 

To  begin  with,  the  automobiles  are  not 
styled  They  are  designed.  Beauty,  of  course, 
emerges  from  that  design,  but  more  impor- 
tantly, so  does  comfort,  quietness  of  ride  and 


performance.  As  handsome  as  this  progp 
aerodynamic  design  appears  on  the  roa< 
behind  the  wheel  where  its  true  significa 
fully  appreciated. 

With  the  windows  up,  an  eerie 
engulfs  the  passengers  of  an  Audi  5000S 
(pictured  below).  This  phenomenon  occ 
this  remarkable  vehicle  thrusts  its  way  fi 
to  50  in  a  mere  7. 5  seconds.  Slicing  throuj 


©  1984  Audi 


r» 


The  shape  of  tl 


»-.  a   i  ■■ 


;  combination  of  sculptured  steel  and 

jss  achieves  an  almost  unheard  of 

;  co-efficient  0.33. 

inique  driving  experience  occurs  in  a 

sdan  with  a  2-year  unlimited  mileage, 

warranty.  And  a  6-year  limited  war- 

linst  rust  perforation. 

dealer  has  complete  information 

;  warranties.  Fbr  your  nearest 


Audi 


dealer,  call  toll-free:  l-(800)  FOR-AUDI 
within  the  continental  U.S.  Manufacturer's 
suggested  retail  prices  for  the  Audi  5000S 
series  begin  at  $17,710.  Title,  taxes,  transporta- 
tion, registration,  dealer  delivery  charges  addi- 
tional.) 

The  Audi  5000S.  The  5000S  Wagon. 

The  5000S  Turbo.  Open  any  of  their 
doors  and  enter  the  next  decade. 


The  art  of  engineering. 


:ome  has  come. 


II 

How 

analysts 

see  1985  earnings 

~    1 

Company 

Recent 
price 

Earnings  per  share— 

1984 
1983               estimate 

1985 

%  change 

1985  vs.  1984 

estimates 

P/E 

-1985  estimat 

number  of 

analysts 

confidence 
factor 

Coleman 

28% 

$2.61 

$3.32 

$3.77 

13.6% 

7.5 

7 

average 

Colgate-Palmolive 

25% 

2.42 

2.22 

2.38 

7.2 

10.7 

12 

low 

Collins  &  Aikman 

32  Vi 

4.47 

5.93 

6.19 

4.4 

5.3 

13 

average     , 

Colonial  Penn  Group 

27% 

2.89 

2.97 

3.09 

4.0 

8.9 

7 

high 

Colt  Industries 

52 

3.99 

5.88 

6.92 

17.7 

7.5 

5 

high 

Columbia  Gas 

31 

5.13 

4.69 

4.98 

6.2 

6.2 

14 

average 

Combined  International 

355/8 

3.86 

4.21 

4.65 

10.5 

7.7 

18 

high 

Combustion  Engineering 

30% 

2.29 

2.10 

3.07 

46.2 

10.1 

13 

low 

Comcast 

17% 

0.77 

0.87 

1.10 

26.4 

16.3 

9 

low  j 

Comdata  Network 

13% 

0.55 

0.74 

0.99 

33.8 

13.4 

7 

average  ' 

Commonwealth  Edison 

26% 

4.39 

4.38 

4.42 

0.9 

6.1 

16 

high  i 

Communications  Satellite 

24% 

2.77 

2.97 

3.52 

18.5 

7.0 

14 

low  [ 

Communications  Industries 

22V4 

1.18 

1.35 

1.67 

23.7 

13.5 

14 

average 

Community  Psychiatric  Centers 

27'/8 

0.95 

1.20 

1.48 

23.3 

18.3 

21 

very  high  | 

Computer  &  Comm  Technology 

10% 

-3.21 

1.45 

1.91 

31.7 

5.6 

6 

average 

Computer  Assoc  International 

17'/2 

0.90 

1.17 

1.63 

39.3 

10.7 

6 

high  |, 

Computer  Consoles 

10% 

0.87 

1.13 

1.48 

31.0 

6.9 

7 

higb.,1 

Computervision 

41% 

1.24 

1.70 

2.34 

37.6 

17.9 

26 

average  ; 

ConAgra 

39% 

2.46 

3.87 

4.44 

14.7 

9.0 

6 

high 

Conair 

18'/4 

1.30 

1.89 

2.37 

25.4 

7.7 

5 

very  high 

Conquest  Exploration 

7% 

0.17 

0.25 

0.38 

52.0 

20.4 

10 

very  low 

Consolidated  Edison 

29 

4.16 

4.17 

4.20 

0.7 

6.9 

17 

average  > 

Consolidated  Freightways 

23% 

2.43 

2.66 

3.01 

13.2 

7.9 

18 

high 

Consolidated  Natural  Gas 

38S 

4.74 

4.88 

5.28 

8.2 

7.3 

17 

high 

Consolidated  Papers 

67 

4.50 

6.85 

7.83 

14.3 

8.6 

10 

low 

Continental  Corp 

33 

0.19 

1.64 

2.65 

61.6 

12.5 

18 

very  low 

Continental  Telecom 

22 

2.41 

2.72 

3.00 

10.3 

7.3 

22 

high 

Control  Data 

30% 

4.20 

2.80 

3.98 

42.1 

7.7 

17 

low 

Convergent  Technologies 

9% 

0.40 

0.59 

1.24 

110.2 

8.0 

17 

low 

Converse 

19% 

2.07 

2.60 

3.15 

21.2 

6.3 

6 

average , 

Cooper  Industries 

28  Va 

1.29 

2.19 

3.16 

44.3 

8.9 

17 

low 

Cooper  Tire  &  Rubber 

15% 

2.15 

2.34 

2.77 

18.4 

5.7 

5 

high 

CooperVision 

19% 

1.00 

1.28 

1.56 

21.9 

12.3 

5 

average 

Adolph  Coors 

145/8 

2.55 

1.66 

1.81 

9.0 

8.1 

13 

very  low 

Cordura 

19  W 

1.41 

1.51 

1.81 

19.9 

10.6 

5 

average  . 

CoreStates  Financial 

39% 

5.70 

6.14 

6.71 

9.3 

5.9 

7 

very  high 

Corning  Glass  Works 

61'/8 

4.38 

6.10 

7.21 

18.2 

8.5 

9 

low 

Corroon  &  Black 

28 

2.22 

1.59 

2.24 

40.9 

12.5 

7 

low  i\ 

Cox  Communications 

48% 

2.65 

3.08 

3.64 

18.2 

13.3 

18 

very  high 

CPC  International 

37% 

2.81 

4.36 

4.97 

14.0 

7.6 

14 

high 

Cray  Research 

50% 

1.77 

2.42 

3.06 

26.4 

16.6 

13 

high 

Crocker  National 

23% 

-0.63 

-2.33 

2.52 

NM 

9.4 

8 

low 

Cross  &  Trecker 

20% 

0.30 

0.31 

1.54 

396.8 

13.5 

18 

very  low 

AT  Cross 

27 

1.90 

2.17 

2.66 

22.6 

10.2 

6 

average 

Crown  Cork  &  Seal 

43 'A 

3.83 

4.88 

5.43 

11.3 

8.0 

5 

average 

Crown  Zellerbach 

29% 

2.54 

3.90 

5.10 

30.8 

5.8 

11 

low 

a:  Actual.     NM:  Not  meaningful. 

Source  Institutional  Brokers  Estimate  System  (IBES),  a  service  of  Lynch,  Jones  &  Ryan  via  Micro/Scan  Data 

on  diskette  from  Isys  Corp. 
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lb  simplify 

four  business 
ommunkcrtions, 

let  the  FAX. 


anon  has  ail  the  FAX 
you  need  to  keep 
i  touch  with  business 
around  the  world. 

These  days  business  moves  at 
itning  speed.  And  becomes  more 
mplex  with  every  passing  day. 
lien  is  why  you  need  a  simple  way 
:ommunicate  your  business  quickly 
d  accurately. 

With  a  Canon  FAX  you  could 
id  vital  business  information 
/where  within  seconds  very  simply, 
d  receive  timely  answers  back  just 
lutes  later.  All  for  about  the  cost  of  a 
one  call. 

Canon  makes  a  full  line  of 
similes  that  make  communicating 


that  simple.  Just  hook 

one  up  to  any  phone 

and  you  can  send  reports,  charts, 

even  drawings  as  easily  as  you  send 

your  voice. 

Just  dial.  Each  Canon  FAX  is  built 
to  international  standards  so  it's  com- 
patible with  facsimiles  the  world  over. 

A  Canon  FAX  says  a  lot  in  a 
short  time,  too.  Our  FAX-510  can  send 
a  page  of  information  in  just  1 7 
seconds.  Our  FAX-330  in  just  22 
seconds.  And  our  FAX-320E  in  as  little 
as  20  seconds. 

Even  our  most  compact,  the 
FAX-31 ,  does  the  job  in  just  three 
minutes. 

But  whichever  you  choose, 
you'll  always  find  that  documents 
arrive  dear  and  legible.  For  a  fraction 
of  the  cost  of  a  courier. 


So  get  the  FAX  from 
Canon.  We're  sure 
once  you  do,  everything  will  be 
clearer  and  simpler. 

For  information  fill  in  the  coupon,  call  Canon  direct, 
or  see  the  Yellow  Pages  for  your  local  Canon  dealer. 


Canon 


FAX 


Canon  U.S.A.,  Inc.,  Facsimile  Division 

One  Canon  Plaza.  Lake  Success,  New  York  1 1042 
(516)  488-6700  Ext.  4200 

Please  send  me  more  information  on 

G  FAX-510     D  FAX-330     OFAX320E     D  FAX-31 

Q  Please  have  a  salesperson  contact  me. 

O  Please  contact  me,  I  am  interested  in  a  Canon  FAX  dealership 


l_.:l_ 


19B4CanonUSA    Inc 


SEVEN  THREE  ONE  FOXTROT...  CAUTION 
WAKE  TURBULENCE  DEPARTING  DC10  HEAVY. 
CLEARED  FOR  TAKEOFF  RUNWAY  25  RIGHT." 


■ 


The  Garrett  Co 

One  of  The  Signal  Company 


LAX  0830- Aboard  this  Garrett- 
powered  aircraft,  the  mike  cord 
vibrates  as  a  350,000  lb.  machine 
climbs  out  ahead. 

Ease  forward. 

Garrett  TFE731  Turbofans 
respond.  With  the  same  reliability 
as  commercial  airliners.  Giving 
us  the  same  low  unscheduled 
removal  rates.  Allowing  us  to  offer 
on-condition  maintenance. 
Instead  of  fixed  time  between 
overhauls. 

At  major  airports  and  small 
air-strips  throughout  the  world, 
Garrett  TFE731  Turbofans  power 
a  growing  number  of  business 
aircraft.  In  fact,  Garrett  reliability 
has  made  the  TFE731  the  world's 
most  popular  turbofan. 

Today,  it's  currently  the  power 
behind  over  25  different  aircraft. 
And  was  recently  chosen  to  fly 
aboard  the  world's  first  single 
engine  business  jet. 

As  airframe  designs  advance, 
the  role  of  Garrett  Turbofans  in- 
creases. Powering  super-efficient 
aircraft  over  record  distances. 
The  era  of  the  transcontinental 
and  intercontinental  business  jet 
is  here.  More  than  ever,  Garrett 
Turbofans  supply  that  power. 


GARRETT 

THE  ULTIMATE  EFFICIENCY 
IS  RELIABILITY 


How  analysts 

see  1985  earnings 

Company 

Recent 
price 

p 

tings  per 
1984 

es 

hare 

%  change 

1985  vs.  1984 

estimates 

P/E 

-1985  estimat 

number  of 

analysts 

1983 

1985 
timates 

confidenc 
factor 

Cubic 

17% 

$2.19 

$1.98 

$2.52 

27.3% 

7.0 

5 

low 

Cullinet  Software 

43  Vi 

1.09 

1.52 

2.06 

35.5 

21.1 

12 

higt 

Cummins  Engine 

70  Vl 

0.36 

15.60 

16.64 

6.7 

4.2 

11 

low 

Daisy  Systems 

26  % 

0.17 

0.73 

1.20 

64.4 

21.8 

14 

average  i 

Dana 

23  V4 

1.97 

3.40 

4.02 

18.2 

5.8 

9 

average  j 

Dart  &  Kraft 

80% 

7.92 

8.95 

10.18 

13.7 

7.9 

16 

very  higfc 

Data  General 

53i/2 

0.96 

2.44 

4.00 

63.9 

13.4 

26 

average 

Data  I/O 

12Vj 

0.72 

0.93 

1.21 

30.1 

10.3 

7 

average 

Dataproducts 

15% 

1.25 

2.04 

2.54 

24.5 

6.2 

7 

Dayton  Power  &  Light 

16% 

2.80 

2.20 

2.18 

-0.9 

7.4 

9 

high 

Jl 

Expect  fat  gains  from  Bethlehem  Steel 
next  year.  Analysts  think  earnings 
will  exceed  $3,  compared  with  a 
20  cent  loss  in  1984. 

Dayton-Hudson 

33% 

2.54 

2.97 

3.45 

16.2 

9.7 

22 

very  high 

DeLuxe  Check  Printers 

SIVs 

3.37 

3.88 

4.46 

14.9 

11.5 

11 

very  high 

Dean  Foods 

26% 

1.61 

1.90 

2.18 

14.7 

12.1 

7 

very  high, 

Decision  Data  Computer 

11% 

0.68 

0.99 

1.30 

31.3 

8.9 

5 

average 

Deere  &  Co 

28 

0.34 

1.48 

2.48 

67.6 

11.3 

21 

very  low 

Dekalb  AgResearch 

23% 

1.07 

2.24 

2.74 

22.3 

8.7 

10 

low 

Delmarva  Power  &  Light 

20% 

2.45 

2.53 

2.62 

3.6 

8.0 

15 

very  high 

Denison  Mines  A 

33% 

3.10 

3.46 

3.91 

13.0 

8.7 

6 

average 

DeSoto 

31% 

3.17 

3.59 

4.32 

20.3 

7.4 

5 

average 

Detroit  Edison 

14% 

2.21 

2.17 

2.25 

3.7 

6.6 

13 

average 

Dexter 

21% 

1.77 

1.99 

2.31 

16.1 

9.3 

8 

high 

Diamond  Shamrock 

19% 

-0.70 

1.92 

2.36 

22.9 

8.4 

18 

average 

Diebold 

77% 

5.65 

6.82 

7.84 

15.0 

9.9 

9 

high 

Digital  Equipment 

95% 

5.00 

5.73a 

9.08 

58.5 

10.5 

31 

low 

Digital  Switch 

25% 

1.02 

1.42 

1.97 

38.7 

13.1 

19 

average 

Walt  Disney  Productions 

58% 

2.70 

3.17 

3.88 

22.4 

15.1 

17 

high 

Diversifoods 

14Vi 

0.61 

1.07 

1.35 

26.2 

10.7 

12 

average 

Dollar  General 

19% 

0.97 

1.20 

1.48 

23.3 

13.3 

10 

average 

Dominion  Resources 

26% 

3.28 

3.42 

3.51 

2.6 

7.7 

17 

high  4 

Donaldson  Co 

19 

-0.67 

1.86a 

2.67 

43.6 

7.1 

5 

low 

Donaldson,  Lufkin  &  Jenrette 

22% 

1.51 

1.74 

1.90 

9.2 

11.8 

6 

low 

RR  Donnelley  &  Sons 

44% 

3.00 

3.54 

4.07 

lso 

11.0 

9 

very  high 

Dorsey 

30  Vi 

3.02 

281 

3.41 

21.4 

8.9 

8 

very  low 

Dover 

37 ''A 

2.18 

2.77 

3.51 

26.7 

1 0  6 

6 

average . 

Dow  Chemical 

28% 

1.50 

3.19 

4.07 

27.6 

6.9 

28 

low 

Dow  lones  &  Co 

39% 

1.79 

2.23 

2.65 

18.8 

14.8 

14 

very  high 

Doyle  Dane  Bernbach  International 

17 'A 

1.05 

1.44 

1.69 

17.4 

J0.2 

6 

average  ' 

Dresser  Industries 

20'/s 

0.06 

1.18 

2.20 

86.4 

9.1 

24 

low 

Dreyei's  Grand  Ice  Cream 

12 

0.70 

0.95 

1.15 

21.1 

10.4 

5 

average 

Ducommun 

33 '/s 

-0.59 

4.65 

5.74 

23.4 

5.8 

5 

high 

Duke  Power 

281/s 

3.77 

3.86 

4.02 

4.1 

7.0 

19 

very  high 

a:  Actual.     NM:  Not  meaningful. 

Source:  Institutional  Brokers  Estimate  System  (ItiES),  a  service  of  Lynch,  Jones  &  Ryan  via  Micro/Scan  Date 

on  diskette  from  Isys  Corp. 
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,ould. . .  Innovation  and  Quality  in  Electronics 


"  There's  a  lot  of  talk  about  electronics  and  its  place  in 
industrial  automation.  But  who  really  has  the  products  and 
systems  we  need  now?" 


'Gould."  mf^ 


*&■ 


^^- 


More  than  ever  before, 
industrial  automation  is  the 
key  to  productivity  and  im- 
proved quality  in  industry. 

If  you're  thinking  of  industrial 
automation,  think  first  of 
Gould.  We're  ready  to  serve 
your  needs  now  with  a  full 
range  of  products  and  systems 
that  can  automate  a  simple 


machine  or  control  an  entire 
plant  or  process. 

Industrial  automation  is  only 
one  example  of  how  Gould's 
commitment  to  innovation  and 
quality  is  serving  a  vital  and 
growing  market.  Our  inter- 
related technologies  and 
systems  capabilities  also 
serve  our  customers'  needs  in 


markets  such  as  computers, 
instrumentation,  defense 
systems  and  electronic 
components. 

To  learn  more  about  Gould's 
capabilities  in  industrial  auto- 
mation, write:  Gould  Inc., 
Dept.  A1,  10  Gould  Center, 
Rolling  Meadows,  IL  60008. 


■>  GOULD 


Electronics 


Introducing  the  most  powen 


The  new  IBM 
Personal  Computer  AT. 


network.  With  the  new  IBM  PC  Network  jwhic 
so  easy  to  connect  you  can  do  it  yourself),  the 


Hold  on  to  your  hat. 

The  new  IBM  Personal  Computer  AT  ( for 
Advanced  Technology )  is  based  on  the  advanced 
80286  16-bit  microprocessor.  This  remarkable 
computer  will  run  many  of  the  programs  written 
for  the  IBM  PC,  up  to  three  times  faster.  You'll  be 
able  to  recalculate  large  spreadsheets  in  seconds 
and  retrieve  files  in  a  flash. 

Its  got  the  power  (and  price)  to  surprise  you. 
In  many  ways. 

Compatibility,  expandability, 
networking  too. 

With  the  IBM  Disk  Operating  System,  the  IBM 
Personal  Computer  AT  can  use  many  programs 
from  the  fastest-growing  library  in  the  personal 
computer  software  industry. 

The  IBM  Personal  Computer  AT  is  also  available 
with  up  to  3  million  bytes  of  user  memory  to  run 
multiuser,  multitasking  operating  systems  such 
as  XENIX™.  Volume  upon  volume  of  information  is 
available  at  your  fingertips.  You  can  customize 
your  system  to  store  up  to  20,000  pages  of  infor- 
mation at  one  time.  And  its  keyboard  helps  you  use 
all  of  this  computing  power  more  easily. 

This  new  member  of  the  IBM  PC  Family  is  a 
powerful  stand-alone  computer  that  can  also  be 
both  the  primary  file  server  and  a  station  on  your 


r~' 


IBM  Personal  Computer  AT  Specifications 


User  Memory 

256KB-3MB* 
Microprocessor 

16/24-bit  80286* 

Real  and  protected  modes* 

Auxiliary  Memory 

1.2MB  and  360KB  diskette 

drives* 
20MB  fixed  disk  drive* 
41.2MB  maximum  auxiliary 

memory* 
Keyboard 

Enlarged  enter  and  shift  keys 
84  keys 
10-foot  cord* 
Caps  lock,  num  lock  and  scroll 

lock  indicators 
Display  Screen 
IBM  Monochrome  and  Color 

Displays 
Operating  Systems 
DOS  3.0,  XENIX* 


Diagnostics 

Power-on  self-testing* 

Parity  checking* 

CMOS  configuration  table  wit 

battery  backup* 
Languages 
BASIC,  Pascal,  FORTRAN, 

Macro  Assembler,  COBOL, 
Printers 
Supports  attachment  of  seria 

and  parallel  devices 
Permanent  Memory 
(ROM)  64KB 

Clock/calendar  with  battery* 
Color/Graphics 
Text  mode 
Graphics  mode 
Communications 
RS-232-C  interface 
Networking 
High-performance,  high-cap; 

station  on  the  IBM  PC  Netw 


•Advanced  Features  for  Personal  Computers 

IBM  Personal  Computer  AT  can  share  informs 
with  IBM  PCs,  PC/XTs  and  IBM  Portable  PG 


Get  a  hands-on,  hats-off 
demonstration. 

The  new  IBM  Personal  Computer  AT  has  th( 
power,  compatibility  and  expandability  many  I 
users  need,  at  a  very  appealing  price. 

For  more  information  contact  your  authoriz' 
IBM  PC  dealer,  IBM  Product  Center  or  IBM 
marketing  representative.  For  a  store  near  you 
call  1-800-447-4700.  In  Alaska  or  Hawaii  call 
1-800-447-0890.  =====  =® 


^B—^t—^r 


•sonal  computer  IBM  has  ever  made. 


a  registered  trademark  of  Microsoft  Corporation. 
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How 

analysts 

see  1985  earnings 

Company 

Recent 
price 

ings  per  share 

1984                1985 
estimates 

%  change 

1985  vs.  1984 

estimates 

-1985  estimat 

number  of 

analysts 

s 

1983 

P/E 

confidence  I 
factor        i 

Dun  &  Bradstreet 

621/4 

$2.97 

$3.44 

$4.04 

17.4% 

15.4 

12 

very  high    ll 

EI  Du  Pont  de  Nemours 

487/s 

4.70 

6.36 

7.18 

12.9 

6.8 

26 

high  Ji 

Duquesne  Light 

14% 

2.20 

2.30 

2.39 

3.9 

6.2 

8 

high    l| 

Duriron 

11 'A 

0.44 

0.74 

1.34 

81.1 

8.4 

7 

average    | 

Dyco  Petroleum 

11% 

1.24 

1.41 

1.64 

16.3 

7.2 

5 

average 

Dyson 

5% 

0.45 

-0.91 

0.03 

NM 

NM 

9 

very  low 

EG&G 

311/4 

1.56 

1.90 

2.31 

21.6 

13.5 

9 

very  high 

E-Systems 

26% 

1.82 

1.99 

2.28 

14.6 

11.7 

21 

average 

Easco 

13 

1.50 

0.67 

2.04 

204.5 

6.4 

6 

low 

Eastern  Gas  &  Fuel 

24V* 

1.64 

2.38 

2.94 

23.5 

8.2 

10 

low 

Eastman  Kodak 

71 

3.41 

5.95 

7.22 

21.3 

9.8 

20 

average 

Eaton 

49  Va 

2.89 

6.95 

8.13 

17.0 

6.1 

15 

average 

Echlin 

22% 

1.50 

2.14a 

2.55 

19.2 

8.9 

11 

high 

Jack  Eckerd 

27% 

1.91 

2.27a 

2.66 

17.2 

10.3 

13 

high 

Edison  Brothers  Stores 

34 

4.51 

4.55 

5.00 

9.9 

6.8 

6 

average 

El  Paso  Electric 

12% 

2.48 

2.68 

2.72 

1.5 

4.7 

6 

average 

Electrospace  Systems 

20% 

0.76 

0.96 

1.22 

27.1 

16.9 

5 

high 

Emerson  Electric 

68 

4.42 

5.18 

6.13 

18.3 

11.1 

17 

very  high 

Emery  Air  Freight 

19% 

1.45 

1.76 

2.07 

17.6 

9.4 

17 

low  < 

Emhart 

31*4 

3.37 

3.84 

4.39 

14.3 

7.2 

7 

very  high 

Engelhard 

29 

2.73 

2.24 

3.46 

54.5 

8.4 

8 

average 

Ensearch 

19% 

1.20 

1.95 

2.39 

22.6 

8.3 

18 

low  < 

Equatorial  Communications 

16% 

0.15 

0.60 

1.03 

71.7 

15.8 

6 

high  1 

Equitable  Resources 

33% 

4.34 

5.73 

6.22 

8.6 

5.4 

9 

average 

Esterline 

26'/2 

0.91 

2.15 

2.99 

39.1 

8.9 

5 

average 

Ethyl 

25% 

2.51 

3.01 

3.43 

14.0 

7.5 

15 

average 

Evans  &  Sutherland  Computers 

16% 

1.21 

1.18 

1.56 

32.2 

10.7 

12 

low  < 

Ex-Cell-0 

36'A 

3.51 

3.94 

4.76 

20.8 

7.6 

9 

high  ! 

Exxon 

44% 

5.79 

6.42 

6.85 

6.7 

6.5 

34 

high  • 

FMC 

58% 

4.66 

6.28 

7.74 

23.2 

7.6 

11 

low  » 

Fairchild  Industries 

18 

1.51 

1.66 

2.19 

31.9 

8.2 

14 

low  » 

Family  Dollar  Stores 

26% 

0.83 

1.22 

1.54 

26.2 

17.5 

9 

high  h 

Farah  Manufacturing 

26% 

2.24 

2.86 

3.63 

26.9 

7.4 

6 

very  low  « 

Farmers  Group 

46  Vi 

4.06 

4.67 

5.19 

11.1 

9.0 

16 

very  high 

Federal  Express 

40 

2.50 

2.40 

3.90 

62.5 

10.3 

10 

average 

Federal  National  Mortgage 

14% 

1.13 

-0.41 

-0.17 

NM 

NM 

13 

very  low   « 

Federal  Paper  Board 

21% 

0.93 

2.41 

3.73 

54.8 

5.8 

6 

very  low  « 

Federal-Mogul 

35  Vi 

2.94 

3.97 

4.85 

22.2 

7.3 

9 

average 

Federated  Department  Stores 

51 

6.96 

6.80 

7.54 

10.9 

6.8 

20 

high 

Federated  Group 

19  V* 

1.16 

1.58 

2.02 

27.8 

9.5 

5 

average 

Ferro 

25 

3.04 

3.63 

3.86 

6.3 

6.5 

7 

low  « 

Fidelcor 

42% 

8.66 

6.90 

7.63 

10.6 

5.6 

5 

high 

Fieldcrest  Mills 

25% 

3.89 

2.83 

3.59 

26.9 

7.2 

6 

very  low  < 

Firestone  Tire  &  Rubber 

18V4 

2.03 

1.78 

2.51 

41.0 

7.4 

6 

low  f 

First  Atlanta 

22% 

2.97 

3.20 

3.62 

13.1 

6.1 

8 

very  high  ! 

a:  Actual.     NM:  Not  meaningful. 

Source  Institutional  Brokers  Estimate  System  (IBES),  a  service  of  Lynch,  Jones  &  Ryan  ina  Micro/Scan  Data 

on  diskette  from  ls\s  Corp. 

110 


FORBES,  NOVEMBER  19,  1984 


ere  revolutionaries  lot  has  changed.  And  the 

inning.  Because       changes  are  simply 
e  created  to  be  beautiful.  Aries  now  adds  a 


of  S225  when  you  3rdei 

an  AM/I  .. 

window  di  froster,  p ; . 


REVOLUTIONARIES. 


steering. 


isenger  cars  you 
buy.  Last  year,  for 
xample,  they  had  the  low- 
:ker  prices,  the 
>t  EPA  mileage  rating. 
ngest  warranties,  and 
2sale  records*  They 
rue  rev-  \     | 

naries-  -^ 
2-door. 
ir, 

1985.      * 
■  practi- 
under 
eet- 

has  remained  intact, 
the  sheetmetal.  a 


sophisticated  new  look  to 
a  proven  tradition  of 
14  billion  front-wheel- 
drive  miles. 

just  cosmetic.  This  year. 

Aries  LE  gives  you  over  40 
standard  fea- 
tures. Some 
/  ?  improve- 
ments and 
innovations - 


•   and  optional; 
\       And.  with 
off! rings  like 

the  Premium  Equipment 
Discount  Package,  savings 


speed  control,  tilt  steering 
wheel,  and  other  pop 
options** 
Ask  any  of  over  400,000 


owned  Aries  what  thev  think. 
Then  ask  your  Dodge  dealer 
about  buying  or  leasing  a 
new  Aries.  It's  traditic 
K-ca rvalue  in  a  beautif 
new  sve  that  mat  es  At  es 
2-door.  4-door.  anc' 
true  revolutionaries 
_,     ,         again  for  1985. 


REVOLUTION 

;•  I     A 


•        •  .....  •  ,        ;  ,;■...  .  . 

'•.:,•       ''■.-■■  ■■ 

f  '       .  '      .    •''  '  ■      ■,■;..         ....'■, 


To  be  continued:  Since  pioneering  the  intercom 
idea  fifty  years  ago,Contel's  Executone®  company 
has  been  a  major  telecommunication  force  in  the 
Great  Office  Evolution  of  our  times.  Today,  as  the 
only  nationwide  business  phone  company  that's 
not  'broken  up/  Executone  leads  in  offering  the 
most  flexible  range  of 


business  phone  systems. 
With  over  200  distribution  and  service  locations 
in  all  fifty  states,  Executone  is  a  neighborhood 
supplier  for  small  businesses  as  well  as  a 
nationwide  source  for  large  multi-location  com- 
panies. Being  where  you  need  us,  when  you  need 
us  is  what  keeps  Executone  and  Continental 
Telecom  a  growing  force  in  the  ever-chang- 
ing office  environment.  From  telephony  to 
satellites.  Architects  of  telecommunication. 


FOR  A  FREE  BROCHURE  ON  ALL  OF  CONTELS  CAPABILITIES  WRITE  TO: 

CONTEL,  DEPT.  201 1 .  245  PERIMETER  CENTER  PARKWAY  ATLANTA  GA  30346  ©  1984  CONTINENTAL  TELECOM  INC 

EXECUTONE  IS  A  REGISTERED  TRADEMARK  OF  EXECUTONE  INC 


How 

analysts  see  1985  earnings 

Company 

Recent 
price 

1983 

%  change 

1985  vs.  1984 

estimates 

P/E 

-1985  estimati 

number  of 

analysts 

1984                1985 
estimates 

confidenci  jfl 
factor     ! 

First  Bank  System 

27% 

$3.90 

$4.02 

$4.60 

14.4% 

6.0 

16 

high 

First  Chicago 

IVA 

3.92 

3.57 

4.57 

28.0 

4.9 

19 

average 

First  City  Bancorpation  of  Texas 

I6V2 

1.23 

2.57 

3.06 

19.1 

5.4 

16 

low 

First  Commerce 

26 

1.57 

3.26 

3.84 

17.8 

6.8 

5 

average 

First  Executive 

11% 

1.00 

1.21 

1.51 

24.8 

7.7 

5 

low 

First  Interstate  Bancorp 

38% 

5.76 

6.11 

6.84 

11.9 

5.7 

22 

very  high 

First  Union 

31% 

3.59 

4.26 

4.81 

12.9 

6.6 

12 

high 

Fischbach 

40  Va 

7.39 

3.36 

4.28 

27.4 

9.4 

7 

very  low 

Fleet  Financial  Group 

53% 

6.90 

7.31 

8.04 

10.0 

6.7 

7 

high 

Fleetwood  Enterprises 

22% 

2.71 

2.72 

3.13 

15.1 

7.3 

8 

low 

Fleming 

31 

2.36 

2.66 

3.05 

14.7 

10.2 

5 

very  high 

Floating  Point  Systems 

15% 

1.47 

1.74 

1.70 

-2.3 

9.3 

13 

very  low  1 

Florida  Power  &  Light 

42% 

5.02 

5.24 

5.62 

7.3 

7.6 

19 

very  high  | 

Florida  Progress 

23 'A 

2.64 

2.72 

2.80 

2.9 

8.3 

15 

high  J 

John  Fluke  Mfg 

26% 

1.22 

1.81 

2.25 

24.3 

11.7 

16 

average 

Fluor 

17% 

0.68 

0.43 

0.92 

114.0 

19.2 

15 

very  low 

Food  Lion 

12 

0.53 

0.66 

0.84 

27.3 

14.3 

5 

average 

Ford  Motor 

46% 

10.29 

15.89 

15.82 

-0.4 

3.0 

16 

low 

Forest  Oil 

22% 

1.08 

1.69 

1.94 

14.8 

11.7 

7 

very  low 

Fort  Howard  Paper 

60% 

3.78 

4.42 

5.07 

14.7 

11.9 

18 

high 

Foster  Wheeler 

13  V% 

1.30 

1.04 

1.20 

15.4 

10.9 

8 

low   J 

Foxboro 

29% 

0.65 

0.99 

2.59 

161.6 

11.5 

14 

low 

Freeport-McMoran 

16 

1.32 

1.45 

2.06 

42.1 

7.8 

16 

low     I 

Fremont  General 

18  W 

0.11 

-1.10 

0.59 

NM 

30.7 

8 

very  low 

Frontier  Holdings 

11% 

-1.29 

-0.72 

0.40 

NM 

28.4 

11 

very  low 

Fruehauf 

21 W 

0.28 

4.28 

5.59 

30.6 

3.8 

5 

low 

Fuji  Photo  Film 

13% 

1.36 

1.35 

1.55 

14.8 

8.6 

7 

average  i( 

HB  Fuller 

12'/4 

1.49 

1.61 

1.88 

16.8 

6.5 

8 

average.) 

Fuqua  Industries 

28 

4.16 

3.98 

4.56 

14.6 

6.1 

5 

average 

GATX 

30% 

-7.84 

2.67 

3.47 

30.0 

8.7 

5 

low 

GCA 

27% 

0.10 

1.79 

2.86 

59.8 

9.7 

20 

low 

GEICO 

63l/2 

4.48 

5.34 

6.11 

14.4 

10.4 

15 

average 

GTE 

40% 

5.00 

5.49 

5.98 

8.9 

6.8 

26 

high 

Gannett 

44% 

2.40 

2.79 

3.40 

21.9 

13.1 

16 

very  high  | 

Gap  Stores 

22% 

2  52 

2.53 

3.06 

20.9 

7.4 

9 

high 

Gearhart  Industries 

14% 

0.40 

0.53 

1.25 

135.9 

11.9 

10 

very  low 

GenCorp 

33W 

2.85 

3.86 

4.77 

23.6 

7.0 

6 

high^ 

Genentech 

29% 

0.08 

0.20 

0.46 

130.0 

64.7 

17 

very  low 

General  DataComm  Industries 

18V4 

0.25 

0.79 

1.18 

49.4 

15.9 

8 

high 

General  Dynamics 

63% 

5.30 

7.54 

9.27 

22.9 

6.9 

23 

average 

General  Electric 

56 

4.45 

5.05 

5.75 

13.9 

9.7 

20 

very  high  - 

General  Foods 

58'/8 

6.10 

6.68 

7.52 

12.6 

.   7.7 

15 

very  high  ' 

General  Instrument 

21% 

1.16 

1.63 

2.30 

41.1 

9.3 

9 

low 

General  Mills 

55V4 

4.98 

5.61 

6.36 

13.4 

8.7 

9 

very  high  i 

General  Motors 

78% 

11.84 

16.91 

17.72 

4.8 

4.4 

16 

low 

General  Public  Utilities 

10% 

1.10 

1.54 

1.86 

20.8 

5.8 

8 

low 

a:  Actual.    NM:  Not  meaningful. 

Source:  Institutional  Brokers  Estimate  System  (IBES),  a  service  of  Lynch,  Jones  &  Ryan  via  Micro/Scan  Data 

on  diskette  from  Isys  Corp 
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WHY  A  LOT 

OF  PEOPLE  WHO 

WOULDNT 

HAVE  BEEN 

CAUGHT  DEAD 

BUYING  LIFE 

INSURANCE  A  FEW 

YEARS  AGO  ARE 

BUYING  IT  TODAY 

LIKE  THERE'S 

NOTOMORROW  ! 


n 


It's  the  smart  thing  for  them 
with  their  money. 

In  some  instances,  many 
aces,  if  s  the  smartest  thing  to  do. 

Who  are  these  people? 

They're  easy  to  identify 
gish.  Entrepreneurial.  Success- 
ery  different  from  their  parents 
ar  use  of  money.  More  sophis- 
■d.  More  skeptical.  More  likely 
ep  responsibility  for  personal 
rial  planning  than  to  give 

They  were  perfectly  able  to 
.  to  the  social,  the  emotional, 
ear-religious  arguments  for  life 
ance:  Duty.  Obligation.  The 
t  Thing  To  Do. 

They  were  equally  able  to 
le  it  was  a  terrible  buy. 

First,  the  typical  life  insurance 
y— part  protection  and  part  sav- 
-rewarded  the  holder  with  an 
lal  interest  rate  on  his  accumu- 
savings  of  three  or  four  or, 
De,  five  percent 

Not  exactly  a  drop  in  the 
et,  right?  Right  More  like  a  hole 
e  bucket  The  rest  of  the  world— 
the  very  conservative  world 
nks  and  savings  and  loans— 
id  eight  and  ten  and,  maybe, 
re  percent 

Second,  the  typical  life 
"ance  policy  assumed  that 
»ne  in  his  twenties  was  buying 
?thing  to  leave  his  family  when 
ied  in  his  sixties. 

But  he  didn't  die.  He's  still 
nd.  He's  in  his  eighties. 

Pencils  and  paper, 
everybody. 

What s  the  difference  between 
percent  over  forty  years  and  ten 
ent  over  sixty  years? 

The  answer  is  Revolution. 

A  business  built  on 
tality  and  Guarantees  and 
tionalism  found  itself  cut 
t  in  a  world  of 
^evity  and  Oppor- 
y  and  Financial 
listication. 

Right  in  the 
die  of  the  revo- 
n,  a  company 
d  Executive  Life 
in  offering  interest 


$480.1 


Net 

Investment 

Income 

(In  millions) 


$3335 


$149.8 


$18.9 


sensitive  life  insurance  policies  that 
paid  market  rates  on  the  accumu- 
lated savings  in  the  policy. 

That  was  five  years  ago. 
Today  with  over  $1  billion  in  rev- 
enues and  $5  billion  in  assets,  the 
Executive  Life  Companies  combine 
to  be  one  of  the  ten  largest  writers 
of  new  life  insurance.  Forbes  reported 
us  as  first  among  all  life  insurance 
and  health  and  accident  insurance 
companies  in  return  on  equity,  return 
on  capital  and  earnings  per  share. 

AM.  Best,  the  industry 
analysts,  gives  us  its  highest  rating: 
A+.  Excellent 

Executive  Life  pioneered  the 
use  of  current  mortality  tables,  ones 
that  showed  how  much  longer  you 
were  living.  (Some  companies  still  use 
data  from  the  Fifties  which  not 
only  makes  their  clients  old 
before  their  time,  it  makes  their 
rates  higher.) 

But  the 
principal  difference  | 
between  Executive   ^^  7^ '    mi     ~^      ' 

_  -    ,  p  Year  after year,  the  Executive  Life  Companies 

Lite  and  Uie  Test  OI  have  been  among  the  top  five  in  the  entire  insurance 
thp  indllStrV  hrlS  industry  in  terms  of  investment  performance. 

t  "  P  Source:  AM.  Best  Company. 

been  the  performance 
of  its  investment  portfolio  and  the 
direct  effect  of  that  performance  in 
reducing  the  cost  of  its  policies. 

Is  that  why  Executive  Life 
policyholders  carry  the  highest 
average  policy  size  in  the  industry? 

It  couldn't  hurt 

Imitation  is  the  sincerest 
form  of  competition 

Our  representatives  sell  a 
group  of  evolving  life  insurance 
products,  created  and  refined  under 
the  name  Irreplaceable  Life?M 
Today,  there  are  a  dozen 
companies  that  can  sell  you  some 
pretty  fair  copies  of  the  Irreplace- 
able Life  policies  we  were 
offering  two  or  three  years  ago. 
But  if  you  want  our  newest 
products,  we're  the  only  ones 
who  have  them. 

Which  leads  to  a 
word  of  caution: 


are  sold  on  "projections;' 

"Projections"  is  a  formal  word 
for  "guess!'  More  politely,  a  projection 
is  an  estimated  rate  of  return.  So, 
when  you're  dealing  with  this  new 
language,  two  questions  are  in  order: 

"What  happens  when  the 
insurance  company  makes  its 
projections?" 

Because  companies  can  only 
pay  from  earnings,  it 
wouldn't  hurt  to  ask 
any  company  what  its 
rate  of  return  has  been 
for  the  last  several 
years.  (If  they  don't 
know,  your  state 
insurance  department 
knows.) 

Executive 
Life  has  earned  more 
than  its  projections  in 
five  of  the  last  five 
years.  We  have  then 
shared  our  success 
with  our  policyholders 
who  have  converted 
those  extra  earnings 
into  lower  premium 
payments  or 
additional  coverage. 

"And  what  happens  if  the 
company  doesn't  make  its 
projections?" 

You  may  be  buying  a  policy 
that  will  require  you  to  make  up 
the  difference  in  increased  premium 
if  your  insurance  company  doesn't 
make  its  projected  earnings.  (Sort 
of  an  annual  balloon  payment,  if  you 
can  pay  it  Or  less  protection  if 
you  can't) 

This  is  a  commercial 

We  create  life  insurance 
for  people  who  have  better  things 
to  do  with  their  money.  We  know 
a  lot  about  them— what  they  want 
and  what  they  need.  And  now 
we  hope  they  know  a  little  bit 
about  us. 


There's  a  new  piece  of 

fine  print  in  the 

insurance  business. 

Most  of  the  policies  like 
ours  that  are  sold  today 


EXECUTIVE 
LIFE 


■or  more  information,  write  or  call:  Executive  Life  Insurance  Co.  Dept.  A.  11444  Olympic  Blvd..  West  Los  Angeles.  CA  90064.  (213)  312-1000  or  Executive  Life  Insurance  Co  of  New  York. 

Dept.  A.  390  N.  Broadway.  Jericho,  NY  11753.  (516)  931-6400. 


How  analysts 

see  1985  earnings 

Company 

Recent 
price 

lings  per  share 

1984                1985 
estimates 

%  change 

1985  vs.  1984 

estimates 

j 

985  estimati 
lumber  of 
analysts 

1983 

1 

P/E 

confidence 
factor 

General  Re 

64 

$4.26 

$3.59 

$4.91 

36.8% 

13.0 

19 

low  1 

General  Signal 

45% 

3.16 

4.10 

5.21 

27.1 

8.7 

15 

high 

Genetic  Systems 

6% 

-0.08 

-0.07 

0.04 

NM 

NM 

9 

very  low 

GenRad 

15% 

1.25 

1.62 

2.31 

42.6 

6.6 

19 

low 

Genuine  Parts 

32 

1.91 

2.27 

2.62 

15.4 

12.2 

16 

very  high 

Georgia-Pacific 

22 

0.97 

2.81 

3.27 

16.4 

6.7 

17 

low    | 

Gerber  Products 

267s 

2.48 

2.76 

3.10 

12.3 

8.7 

8 

average     ji 

Giant  Food 

25% 

2.77 

3.09 

3.38 

9.4 

7.5 

6 

high  j 

Gibraltar  Financial 

8 1/2 

2.02 

1.80 

1.79 

-0.6 

4.7 

10 

very  low 

Gifford-Hill 

20 

0.40 

2.21 

3.32 

50.2 

6.0 

6 

low  : 

Gillette 

51  >/2 

4.78 

5.27 

5.92 

12.3 

8.7 

16 

very  high 

Glaxo  Holdings 

111/4 

0.46 

0.61 

0.83 

36.1 

13.6 

5 

average 

Global  Marine 

6% 

1.52 

-1.47 

-1.36 

NM 

NM 

14 

very  low 

Golden  Nugget 

8% 

1.09 

1.03 

1.29 

25.2 

6.7 

6 

low  i 

Golden  West  Financial 

171/4 

3.75 

3.70 

3.53 

-4.6 

4.9 

12 

very  low 

BF  Goodrich 

26 

0.68 

3.87 

4.94 

27.6 

5.3 

11 

low 

Goodyear  Tire  &  Rubber 

25i/4 

2.71 

4.17 

4.53 

8.6 

5.6 

9 

average 

Gordon  Jewelry 

16% 

1.76 

2.09 

2.38 

13.9 

7.1 

10 

low  1 

Gould 

22% 

1.42 

2.23 

2.69 

20.6 

8.5 

16 

low  A 

Goulds  Pumps 

15% 

0.83 

1.24 

1.59 

28.2 

9.9 

8 

average 

WR  Grace 

42 1/2 

3.24 

4.16 

5.03 

20.9 

8.4 

13 

average 

WW  Grainger 

555/8 

3.58 

4.72 

5.47 

15.9 

10.2 

18 

average 

Great  Lakes  Chemical 

33% 

1.63 

2.39 

2.92 

22.2 

11.6 

13 

high 

Great  Northern  Nekoosa 

34i/4 

3.25 

4.77 

5.63 

18.0 

6.1 

13 

low 

Great  Western  Financial 

221/2 

2.08 

2.96 

3.42 

15.5 

6.6 

12 

very  low 

Great  west  Hospitals 

14% 

0.75 

0.63 

1.10 

74.6 

13.4 

6 

very  low 

Greyhound 

23 'A 

1.82 

2.64 

3.29 

24.6 

7.1 

14 

average    | 

Grumman 

27% 

3.81 

3.88 

4.91 

26.5 

5.6 

17 

average 

Gulf  &  Western  Industries 

29% 

3.38 

3.57a 

3.62 

1.4 

8.2 

14 

average 

Gulf  State  Utilities 

12 '/4 

2.31 

2.26 

2.34 

3.5 

5.2 

13 

average 

Oilfield  services  and  insurance  are 
two  industry  groups  where  earnings 
estimates  vary  widely.  If  the  optimists 
are  right,  there  could  be  big  profits  here 

• 

HBO  &  Co 

20% 

0.61 

0.84 

1.06 

26.2 

19.6 

22 

average 

Frank  B  Hall 

23% 

0.95 

1.08 

1.58 

46.3 

15.0 

10 

very  low 

Halliburton 

30% 

2.66 

3.28 

4.24 

29.3 

7.3 

27 

average 

Hammennill  Paper 

491/4 

3.25 

6.17 

7.79 

26.3 

6.3 

8 

average 

Hanna  Mining 

18 '/2 

-2.84 

1.45 

1.99 

37.2 

9.3 

7 

very  low 

Hanover  Insurance 

28% 

3.82 

2  60 

3.81 

46.5 

7.4 

5 

very  low 

John  H  Harland 

45% 

2.46 

2.95 

3.51 

19.0 

13.0 

10 

very  high 

Hamischfeger 

95/8 

-3.49 

0.43 

1.78 

314.0 

5.4 

6 

very  low 

Harper  Group 

29 

1.65 

2.38 

2.89 

21.4 

10.0 

5 

average 

Hartmarx 

27% 

3.05 

3.49 

3.99 

14.3 

6.8 

11 

average 

Hawaiian  Electric  Industries 

18% 

2.06 

2.22 

2.30 

3.6 

8.2 

10 

average 

a:  Actual.     NM:  Not  meaningful. 

Source  Institutional  Brokers  Estimate  System  (IBES),  a  service  of  Lynch,  Jones  &  Ryan  via  Micro/Scan  Data  on  diskette  from  Isys  Corp. 
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QNCQRB  MAL  MARINER 


The  Concord®  Royal  Mariner™  is  the  thin,  ele- 
gant, watch  for  business  or  pleasure. 

Its  14  karat  good  looks  are  made  for  the  dark 
business  suit. 

And  it's  wonderfully  functional. 


This  watch  is  water-resistant  and  shock- 
resistant.  You  never  have  to  leave  it  in  the  locker 
room  or  take  it  off  before  you  shower. 

Inside  is  a  Concord  nine/ quartz®  movement,  the 
height  of  watch  technology:  Thin  as  a  dime,  accu- 
rate to  within  60  seconds  a  year,  never  needs 
winding. 

Hand-crafted  in  Switzerland,  the  Concord  Royal 
Mariner  is  truly  a  timepiece  of  pride. 

For  brochure  send  $2.00  to  Concord,  Dept.  FB, 
650  Fifth  Ave.,  N.Y.,  N.Y.  10019. 


Overwhelm  "Vb 

With  a  gift  of  early  radar  warning,  elegant  dej 


Jhe  perfect  gift  is  more  than  a 
surprise;  it  hits  the  mark.  If  there's  a 
driver  on  your  list,  you  can  give 
ESCORT  or  PASSPORT  with  absolute 
confidence.  Here's  why 

Head  OfThe  Class 

Car  and  Drii  }er  magazine  rated 
ESCORT  number  one  in  its  most 
recent  test,  calling  it  "...clearly  the 
leader  in  value,  customer  service 
and  performance..." 

In  fact,  in  the  six  years  since 
its  introduction,  ESCORT  has 
become  the  classic  instrument  of 
radar  detection.  Our  policy  of  con- 
tinuous refinement  has  maintained 
its  leading-edge  performance.  And 
the  experts  agree. 

New  Partner  ' 

PASSPORT  is  brand  new.  For 
the  person  on  the  move,  switching 
between  cars  or  using  rentals  in 


PASSPORT  fits  comfortably  in  a  shirt  pocket 


distant  cities,  it  provides  ESCORT 
performance  and  features  in  a 
convenient  miniaturized  package. 
You  can  carry  it  in  your  pocket  like, 
well,  a  passport.  The  magazine 
experts  haven't  tried  it  yet,  but  we 
think  they'll  have  to  search  as  hard 
for  the  superlatives  to  describe  it 
as  we  did  for  the  technology  to 
make  it.  The  SMD  (Surface  Mounted 


you  a  precise  indication  of  raj 
type  and  range.  In  PASSPORT 
graph  of  eight  Hewlett-Packai] 
LEDs  replaces  the  meter.  Thia 
allows  the  same  thorough  rac 
report  in  a  pocket-size  packa,  j 

Attention  To  Detail  I 

The  main  point  of  a  rad; 
warning  device  is  performand 


Volume  Control 


PASSPORT 


ESCORT 


Device)  circuitry  that  made 
PASSPORT  possible  is  simply  light 
years  ahead. 

First  Class  Performance 

When  radar  is  out  there,  the 
superheterodyne  circuitry  in  ESCORT 
and  PASSPORT  will  find  it:  over  hills, 
around  curves,  hidden  in  the 
bushes,  anywhere.  But  that's  just 
half  the  story. 

Just  as  important  is  the  unique 
way  they  give  you  a  full,  easily 
understood  report  on  the  radar  they 
find.  ESCORT  has  led  the  way  with 
its  variable  pulse  audio  warning, 
analog  meter  and  amber  alert  lamp. 
These  all  work  together  to  give 


BS 


Signal  Strength  Meter 


City^;  Highway  Stntch 


.Alert  L 


the  perfect  gift  brings  sometl 
more:  pride  of  ownership.  B( 
ESCORT  and  PASSPORT  are  fi 
crafted  instruments  that  look 
at  home  in  a  Porsche,  Mercec 
or  any  car. 

Both  have  precision  alun  a 
housings  of  just  the  right  hef 
finished  in  glare-resistant  bla< 
Each  has  a  volume  control  as 
as  that  of  a  fine  stereo.  Each  I 
power-on  indicator  and  a  sw 
to  choose  between  city  and  1 
way  operation.  They  even  ha 
photoelectric  sensors  to  adju 
brightness  to  the  light  level  o  J 
car's  interior.  PASSPORT  adds 


^ — mr 


Tune  in  "Talkback  with  Jerry  Galvin."  America's  new  weekly  call  in 
comedy  talk  show  Sunday  evenings  on  public  radio  stations. 
Check  local  listings. 

©  1984  Cincinnati  Microwave,  Inc. 


vorite  Driver 


precise  craftsmanship -from  an  exclusive  source 


DRT  is  only  % ' '  tall  and  2%"  wide. 

nuting  switch  to  temporarily 
he  audio  during  long  radar 
iters. 

t  all  this  sophistication 
make  them  hard  to  use.  Just 
>n  dash  top  or  clip  to  the 
ir,  and  plug  into  your  lighter. 
?cision  electronics  take  over 
ere. 

part  From  The  Crowd 

i  ve  always  felt  that  users  of 
)n  electronics  are  entitled  to 
th  experts.  That's  why  we 
?ct  from  our  factory  only 
ire  no  middlemen.  When  it 
to  customer  satisfaction,  we 
1  responsibility, 
d  while  our  system  of  factory- 
ales  was  not  designed 
ally  for  gift  givers,  it  does 
>me  rather  special  benefits, 
imple,  you  needn't  worry 
•uying  a  discontinued  model 
\  store's  stock.  Your  gift  will 
>e  seen  marked  down  in  the 
it  chains.  More  importantly, 
either  ESCORT  or  PASSPORT 
/ou  were  concerned  enough 


about  quality  to  track  down  the 
only  source.  And  there's  one  more 
advantage. 

Easy  Shopping 

ESCORT  and  PASSPORT  let  you 
do  your  Christmas  shopping  by 
phone  and  avoid  the  retail  hassle. 
No  searching  for  parking.  No  stand- 
ing in  lines.  We're  only  a  toll-free 
call  and  a  parcel  delivery  away. 

Most  important  of  all,  ESCORT 
and  PASSPORT  are  guaranteed  to 
please.  Holidays  or  anytime,  take 
the  first  thirty  days  as  a  trial.  If  you're 
not  absolutely  satisfied,  return  your 
purchase  and  we'll  promptly  refund 
your  money  and  your  mailing 
costs.  We  also  back  ESCORT  and 
PASSPORT  with  a  full  one-year 
limited  warranty 


ESCORT  and  PASSPORT  come  complete 
with  accessories. 

Car  and  Driver  called  us  the 
"class  act"  in  radar  detection.  So 
order  now,  and  let  ESCORT  or 
PASSPORT  overwhelm  your  favorite 
driver. 


Order  Today 

By  Phone:  Call  us  toll  free.  A 
member  of  our  sales  staff  will  be  glad 
to  answer  any  questions  and  take 
your  order,  (Please  have  your  Visa  or 
MasterCard  at  hand  when  you  call). 

TOLL  FREE  800-543-1608 

IN  OHIO  800-582-2696 

(Phone  M-F  8-8,  Sat  9-5:30  EST) 

By  Mail:  We'll  need  to  know  your 
name  and  street  address,  daytime 
phone  number,  and  how  many 
PASSPORTS  and  ESCORTS  you  want. 
Please  enclose  a  check,  money  order, 
or  the  card  number  and  expiration 
date  from  your  Visa  or  MasterCard. 
(Personal  or  company  checks  require 
18  days  processing.) 


PASSPORT 

RADAR-RECEIVER 

PASSPORT  $295  ($16.23  tax  in  OH) 
(Available  November  1,  1984) 
Pocket-Size  Radar  Protection 

ESCOfiT 


RADAR  WARNING  RECEIVER 


ESCORT  $245  ($13.48  tax  in  OH) 
The  Classic  of  Radar  Warning 

Cincinnati  Microwave 
Department  100-044 
One  Microwave  Plaza 
Cincinnati,  Ohio  45296-0100 


How 

analysts 

see  1985  earnings 

Company 

Recent 
price 

ings  per  share- 
1984 
estimate 

1985 

%  change 

1985  vs.  1984 

estimates 

P/E 

-1985  estimat 

number  of 

analysts 

confidenc 
factor    j 

1983 

HealthAmerica 

21'/2 

$0.26 

$0.62 

$0.91 

46.8% 

23.6 

14 

averagi  1 

Hechinger 

18% 

0.90 

1.13 

1.40 

23.9 

13.4 

10 

averagi 

Heck's 

Wi 

1.03 

1.12 

1.64 

46.4 

7.0 

6 

lov 

Hecla  Mining 

16  Vi 

1.05 

0.98 

1.26 

28.6 

13.1 

13 

very  lov  1 

G  Heileman  Brewing 

16% 

2.15 

2.10 

2.30 

9.5 

7.0 

15 

lov 

Hf  Heinz 

405/8 

3.33 

3.74 

4.20 

12.3 

9.7 

8 

very  higl 

Helmerich  &  Payne 

21% 

1.90 

0.90 

1.31 

45.6 

16.6 

17 

very  lov 

Hercules 

32% 

3.17 

3.87 

4.56 

17.8 

7.2 

21 

averagi 

Hershey  Foods 

37% 

3.20 

3.50 

3.96 

13.1 

9.5 

12 

very  higl 

Hewlett-Packard 

36% 

1.69 

2.20 

2.75 

25.0 

13.4 

29 

averagi 

Hexcel 

25V4 

1.03 

1.57 

2.13 

35.7 

11.9 

7 

lov 

Hillenbrand  Industries 

19'/2 

1.79 

1.98 

2.27 

14.6 

8.6 

6 

very  higl 

Hilton  Hotels 

52% 

3.96 

3.80 

4.84 

27.4 

10.8 

20 

averagi 

Hogan  Systems 

ll'/2 

0.55 

0.69 

0.95 

37.7 

12.1 

7 

lov 

Holiday  Inns 

36% 

3.28 

3.64 

4.43 

21.7 

8.3 

20 

higl 

Home  Depot 

14% 

0.41 

0.66 

1.02 

54.5 

14.1 

10 

averagi 

Home  Fed  S  &  L  Assn 

17'/: 

1.59 

2.93 

3.23 

10.2 

5.4 

11 

lov 

Homestake  Mining 

26 

1.08 

0.80 

1.42 

77.5 

18.3 

13 

very  lov 

Honeywell 

54 

5.03 

6.16 

7.34 

19.2 

7.4 

18 

higl 

Hospital  Corp  of  America 

40 

2.80 

3.38 

4.04 

19.5 

9.9 

30 

very  higl 

Houghton  Mifflin 

31l/8 

2.16 

2.50 

2.85 

14.0 

10.9 

5 

very  higbu 

House  of  Fabrics 

16% 

1.46 

1.83 

2.15 

17.5 

7.8 

5 

higl 

Household  International 

32  V4 

3.59 

4.03 

4.53 

12.4 

7.2 

8 

averagi 

Houston  Industries 

21% 

3.54 

3.90 

4.08 

4.6 

5.2 

15 

very  higl 

Harvey  Hubbell 

33% 

2.45 

3.21 

3.78 

17.8 

8.8 

6 

higl 

Hughes  Tool 

15 

-1.64 

-1.55 

1.10 

NM 

13.6 

29 

very  lovi 

Humana 

25% 

1.63 

1.96a 

2.37 

20.9 

10.8 

30 

very  higl 

EF  Hutton  Group 

29% 

4.42 

1.18 

2.65 

124.6 

11.2 

7 

very  lov 

Hybritech 

15 

-0.05 

0.14 

0.38 

171.4 

39.5 

9 

very  lov 

ITT 

28% 

4.50 

3.31 

4.25 

28.4 

6.7 

15 

lov 

Idaho  Power 

37 

4.50 

4.84 

4.55 

-6.0 

8.1 

12 

averagi 

Ideal  Basic  Industries 

16'/2 

-2.60 

-0.71 

1.61 

NM 

10.2 

7 

very  lov 

Illinois  Power 

21% 

3.80 

3.78 

3.77 

-0.3 

5.8 

13 

averagi 

Illinois  Tool  Works 

28% 

1.99 

2.37 

2.73 

15.2 

10.3 

11 

averagi 

imperial  Chem  Industries 

32% 

3.79 

5.37 

6.15 

14.5 

5.3 

6 

lov 

Imperial  Corp  America 

8 

-2.46 

0.54 

0.95 

75.9 

8.4 

8 

very  lov 

Inco  Ltd 

10V5 

-2.69 

-0.45 

1.19 

NM 

8.8 

18 

very  lov 

Inexco  Oil 

8% 

0.51 

0.61 

0.84 

37.7 

10.6 

15 

very  lov  ' 

Informatics  General 

15  V* 

1.67 

1.24 

1.73 

39.5 

9.0 

13 

lov 

Information  Resources 

26% 

0.41 

0.70 

1.09 

55.7 

24.1 

6 

higl 

Infotron  Systems 

24  'A 

1.31 

1.74 

2.30 

32.2 

10.5 

5 

higl 

Ingersoll-Rand 

40% 

-1.56 

3.12 

5.08 

62.8 

8.0 

19 

low 

Inland  Steel 

22% 

-2.40 

1.71 

389 

127.5 

5.8 

11 

very  lov 

Insilco 

17 

1.99 

2.13 

2.47 

16.0 

6.9 

5 

lov 

InteCom 

11  >/2 

0.33 

0.37 

0.70 

89.2 

16.4 

17 

lov 

Integrated  Software  Systems 

16% 

0.60 

0.81 

1.11 

37.0 

14.6 

7 

very  higr 

a:  Actual.     NM:  Not  meaningful. 

Source:  Institutional  Brokers  Estimate  System  (IBES),  a  sen  ice  of  Lynch,  Jones  &  Ryan  via  Micro/Scan  Date 

on  diskette  from  Isys  Corp 
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)nly  in  a  Jeep  Wagoneer. 

he  new  Jeep  Wagoneer  Limited. 

i  luxurious  leather  interior  not  available  in  the 
luick  Estate  Wagon. 

{ larger  standard  engine  and,  when  introduced  in  1984, 
ligher  mileage"  than  the  Volvo  GLT  Wagon.  Wagoneer  is  also 
ivailable  with  an  inter-cooled  turbo-diesel  engine  for  1985. 

/lore  cargo  space  than  Dodge  Caravan;"  and  4  doors,  not  3! 

tad  one  thing  none  of  them  have.  It  lets  you 
hift-on-the-fly"  from  2 -wheel  to  4-wheel  drive, 
»o  you  can  travel  almost  anywhere  in  luxury. 

)nly  in  a  Jeep  r I  Wagoneer. 

agoneer  Limited  [21]  EPA  EST  MPG,  29  HWY  EST  Use  these  figures  lor  comparison.  Your  mileage  may 
-  iry  with  speed,  weather,  trip  length.  Actual  highway  and  California  figures  lower.  '85  figures  not  available 
:  printing.  "With  optional  seven-passenger  seating  in  Dodge  Caravan  •  SAFETY  BELTS  SAVE  LIVES. 


■■ 


America's  largest  household  products  comp* 
Do  they  know  something  your company does 


Ask  them.  They're  Procter  &  Gamble. 

Motorola  is  a  world  leader  in  advanced  electronics 
tor  memory,  logic  and  voice  and  data  communications. 


is  on  our  business  information  systems. 


M)   MOTOROLA  I  Four-Phase  Systems 


How 

analysts 

see  1985  earnings 

Company 

Recent 
price 

%  change 

1985  vs.  1984 

estimates 

■1985  estimat 

number  of 

analysts 

1983 

1984                 1985 
estimates 

P/E 

confidence 
factor 

Intel 

29  Vi 

$1.05 

$1.99 

$2.62 

31.7% 

11.3 

29 

low 

Inteico 

56% 

7.02 

8.00 

8.91 

11.4 

6.4 

7 

high  i 

InteiFiist 

12% 

-2.82 

0.91 

1.65 

81.3 

7.5 

17 

low 

Intergraph 

51'/2 

1.16 

2.35 

3.08 

31.1 

16.7 

21 

■ 
average 

Intermedics 

12 

-0.93 

0.39 

1.00 

156.4 

12.0 

11 

very  low 

Intl  Business  Machines 

121  'A 

9.04 

10.62 

12.25 

15.3 

9.9 

31 

very  high 

Intl  Clinical  Labs 

\7V* 

0.85 

1.01 

1.34 

32.7 

12.9 

11 

average 

Intl  Flavors  &  Fragrances 

25% 

1.87 

2.02 

2.29 

13.4 

11.1 

13 

high 

Intl  Harvester 

6Vi 

-15.03 

-1.50 

1.40 

NM 

4.6 

9 

very  low 

Intl  Multifoods 

25  Vi 

4.03 

2.90 

3.48 

20.0 

7.3 

5 

average 

Intl  Paper 

49% 

4.61 

5.25 

6.98 

33.0 

7.1 

15 

low 

InterNorth 

39 

4.77 

5.64 

6.15 

9.0 

6.3 

18 

average 

Interpublic  Group 

32% 

2.43 

3.06 

3.50 

14.4 

9.4 

5 

very  high  i 

Iowa  Resources 

27% 

4.46 

3.98 

4.20 

5.5 

6.6 

5 

average 

Ipalco  Enterprises 

31V4 

4.17 

4.14 

4.17 

0.7 

7.6 

15 

average 

Irving  Bank 

27V4 

4.86 

5.20 

5.54 

6.5 

5.0 

7 

very  high 

IU  International 

15!/2 

1.74 

1.44 

2.26 

56.9 

6.9 

14 

very  low    | 

Jackson  National  Life 

30'/8 

2.33 

2.87 

3.73 

30.0 

8.1 

6 

average  1 

James  River 

32>/s 

3.40 

4.15 

4.65 

12.0 

6.9 

7 

aver.j  | 

Jefferson-Pilot 

35  V* 

3.08 

3.58 

3.88 

8.4 

9.1 

18 

average  1 

Johnson  &  Johnson 

30% 

2.57 

2.83 

3.23 

14.1 

9.5 

25 

high 

Johnson  Controls 

40 !; 

4.17 

4  69 

4.94 

5.3 

8.2 

8 

average  | 

Joy  Manufacturing 

23% 

069 

1.78 

2.61 

46.6 

9.1 

20 

low  1 

JWT  Group 

34V4 

3.03 

3.99 

4.61 

15.5 

7.5 

6 

high  1 

K  mart 

347s 

3.80 

4.46 

5.02 

12.6 

6.9 

24 

average 

Kaiser  Aluminum  &  Chemical 

13% 

-1.65 

1.73 

2.85 

64.7 

4.8 

16 

very  low 

Kaiser  Cement 

20  '/4 

-1.33 

-1.72 

1.92 

NM 

10.6 

8 

very  low 

Kaneb  Services 

10% 

1.75 

0.86 

1.27 

47.7 

8.4 

10 

low 

Kansas  City  Power  &  Light 

19% 

4.15 

4.09 

4.00 

-2.2 

4.9 

7 

average 

Kansas  City  So  Ind 

41  Vi 

4.11 

4.56 

5.24 

14.9 

7.9 

7 

higr 

Kansas  Gas  &  Electric 

17 'Vi 

3.08 

3.06 

3.07 

0.3 

5.7 

9 

very  higr 

Kansas  Power  &  Light 

32% 

4.66 

4.63 

4.73 

2.2 

7.0 

12 

average 

Carl  Karcher  Enterprises 

22'/2 

1.61 

1.88 

2.25 

19.7 

10.0 

9 

higr. 

Kellogg 

36% 

3.17 

3.24 

3.55 

9.6 

10.3 

16 

very  higr 

Kemper 

38% 

4.68 

1.71 

4.19 

145.0 

9.2 

10 

very  low 

Kentucky  Utilities 

23% 

3.57 

3.11 

3.19 

2.6 

7.4 

9 

higr 

Kerr-McGee 

31% 

2.24 

3.27 

3.90 

19.3 

8.0 

18 

averagi 

Key  Pharmaceuticals 

11% 

0.51 

0.75 

1.06 

41.3 

11.1 

11 

averagt 

Keystone  Intl 

15% 

0.86 

1.08 

1.47 

36.1 

10.6 

8 

averagi 

Kidde 

29  Vi 

3.07 

3.62 

4.05 

11.9 

7.3 

5 

higl 

Kimberly-Clark 

44 

4.19 

5.01 

5.72 

14.2 

7.7 

13 

higl 

Kinder-Care  Learning  Centers 

15 

0.37 

0.62a 

0.78 

25.8 

1  19.2 

6 

averagi. 

Knight-Ridder  News 

27  Vt 

1.80 

2.21 

2.54 

14.9 

10.7 

20 

very  higl 

Kollmorgen 

19% 

0.91 

1.46 

2.01 

37.7 

9.8 

7 

averagi 

Koppers 

21'/8 

0.81 

1.84 

2.83 

53.8 

7.5 

9 

lov 

Kroger 

38% 

2.66 

3.40 

4.10 

20.6 

9.4 

10 

averagi 

a:  Actual.     NM:  Not  meaningful. 

Source:  Institutional  Brokers  Estimate  System  (IBES),  a  seri'ice  of  Lynch,  Jones  &  Ryan  via  Micro/Scan  Data 

on  diskette  from  Isys  Corp 
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For  the  holidays,  Perugina  has  wrapped  their 
spectacular  Italian  chocolates  in  elegant  velvet 
gift  boxes.  All  three  presentation  boxes  available 
in  limited  quantities.  Blue  velvet,  luscious  hazel- 
nut Baci,  $20;  brown  velvet,  our  exquisite  assort- 
ment, $35;  and  the  ultimate  gift — Perugina  s  5  lb. 
assortment,  $120.  To  send  Perugina  gifts,  call 
1  -800-272-0500.  All  major  credit  cards. 
636  Lexington  Aoenue,  Mew  York,  HY 10022 


Overwhelm  Your  Favorite  Drive 

If  there's  a  driver  on  your  list,  you  can  give  EH 
and  now  PASSPORT  with  absolute  confidence 
the  past  six  years  since  its  introduction,  ESuH 
has  become  the  classic  instrument  in  radar 
detection. 

PASSPORT  is  brand  new.  It  provides  ESCOR 
performance  and  features  in  a  convenient 
miniaturized  package. 

30  day  money-back  trial.  To  order  factory-direct,  call  1-800-543- 
(In  Ohio.  1-800-582-26961.  Dept.  100-044  ESCORT.  S245.00. 
PASSPORT,  $295.00.  VISA.  Mastercard  accepted. 


Give  her  White  Shoulders  by  Evyan 

A  magical  fragrance ...  as  enchanting  as  love.  The  first 
and  only  great  American  fragrance — inspired  by  an  idyllic- 
romance!  Perfume,  cologne  and  bath  products— "The 
best  the  world  has  to  offer." 

White  Shoulders  Gift  Set— Powder  and  Spray  Cologne— $19.50 
Evyan  products  at  fine  department  stores  and  Evyan  Shops.  For  stores  in 
your  area  or  for  more  information  call  1-800-221-1594  (in  Mew 
York— 212-532-3800) 


Partagas  Premium  Cigars. 


The  secret  of  Partagas  is  time.  It  takes  almost  three 
years  to  make  these  finest  of  all  imported  premium 
cigars,  for  they  are  made  by  hand  from  the  best  tote 
cos  in  the  world.  The  finest,  longest  filler  leaves  fror 
the  Caribbean.  The  darkest,  leafiest  binder  leaves  fr< 
Mexico.  The  richest,  costliest  wrapper  leaves  from  tl 
African  Cameroons.  All  in  one  incomparable  smokir 
experience  after  another. 


Dewar's  Unto  Others. 

is  year,  call  our  toll-free  number,  800-528-6148,  and 
e  the  gift  of  Dewar's®  "White  Label"®  fine  Scotch  whisky 
The  gift  of  Dewar's.  One  of  the  good  things  in  life  that 


id  where  prohibited  by  law.  Blended  Scotch  whisky,  86.8  proof, 
©  1984  Schenley  Imports  Company,  NY,  N.Y 


Grey  Flannel  Cologne  for  Men  by  Geoffrey  Beene. 
Polished.  Poised.  Impeccable. 

An  uncommon  blend  of  woods,  mosses, 
amber,  lime  and  musk  topped  with  herbs. 

Grey  Flannel.  Classically  elegant,  thoroughly 
masculine. 


The  workout 
with  a  readout 


TIAMASTER  PRO-IOOO 
LECTRONIC  FITNESS 
YSTEM 

VEN 

OC1NTS 

ALOR1ES 

ID  Digital 
isplay  moni- 
rs  speed,  heart 
te,  work  rate, 
stance,  calorie 
msumption  and 
ne  while  you 
:ercise  in  your 
on  home, 
ill  toll-free 
800-848- 
148  for 
ze  il- 
strated 
ochure  an 
'.aler  nearest  you. 


VITAMASTER 

Nothing  works  out  better  at  home. 


ENY  INTERNATIONAL 
>E  COMPANY 


Al  ALLEGHENY 
INTERNATIONAL 


Choose  Polaroid's  best,  the  SLR  680.  It's  the 
world's  only  folding  single-lens-reflex  instant    / 
camera.  Featuring  a  quick  recharging  flash  and 
automatic  sonar  focusing.  You'll  get  clear,  sjhjfrp 
instant  pictures  with  bright  rich  colors. 

c  1984  Polaroid  Corp.  "Polaroid"",  "SLR  680'"" 


Give  a  Gifted  Copier 


NIKON  COMPACT 
AUTOFOCUS  CAMERAS 


With  the  Nikon  One-Touch 
and  Nice-Touch 
anyone  etfnge 
Nikon  35mm  pic- 
ture quality  without 
focusing.  They're 
totally  automatic  for 
point  and  shoot 
simplicity.  Both  offer 
easy  film  loading 
with  motorized  ad- 
vance and  a  built-in 
flash.  (The  One- 
Touch  flash  even 
pops  up  automati- 
cally in  low  light.) 
Plus,  you  can  „ 

use  the  latest       N«* 
high  speed 
color  films. 
Just  point, 
shoot  and 
enjoy  great 
Nikon  pictures. 


Nik?r^ 


_i      && 


Canon  Personal  Cartridge  Copiers  are  convenient, 
reliable,  and  economical.  Exclusive  replaceable  P( 
Cartridges  come  in  six  copy  colors  and  make  the 
copiers  virtually  service-free.  Choose  the  PC-10, 
PC-20,  or  PC-25.  The  PC-25  reduces,  enlarges,  and 
makes  copies  up  to  legal  size.  Truly  a  special  gift. 
From  Canon.  For  more  information  call  toll  free 
1-800  OK  CANON. 

(i§>FGGT1198 


CORPORATE 

CATALOGS 

AVAILABLE 

UPON 

REQUEST. 


Send  champagne,  wines,  spirits,  and 
gift  baskets  as  easily  as  flowers  almost 
anywhere  in 
the  world. 

Call  1-800- 
BE-THERE 
(1-800-238- 
4373) 

Include  your 
personal  mes- 
sage. Corpo- 
rate discounts. 
AH  major 
credit  cards 


"Marchand  De  Quatres  Saisons" 


CALL  1-800-BE-THERE"' 

Spirits,  Inc.  Hackensack,  N.J.  07601  void  where  prohibited. 


GIVE  A  GIFT  OF  LASTING  AND  INTRINSIC 
VALUE  FROM  THE  LUBLIN  COLLECTION 

This  original  lithograph,  signed  in  the  stone,  by  Michel 
Delacroix,  is  limited  to  an  edition  of  1,500  impressions.You 
also  receive  a  copy  of  the  book,  "Follow  Me  Through  Paris,' 
which  will  be  enjoyed  by  all.  The  price  of  the  lithograph, 
framed  as  shown,  and  the  book  is  $89.00  plus  $5.00  shippii 
and  handling  and  7.5%  sales  tax  (Connecticut  residents  onl; 
We  accept  American  Express,  Visa  or  Mastercard.  The  Lubli 
Collection,  Ltd.,  95  East  Putnam  Avenue,Greenwich,CT  06! 

Call  Toll  FVee  l-(800)-243-4004 
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How  analysts 

see  1985  earnings 

:  ompany 

Recent 
price 

E— . 

_.«,„ 

%  change 

1985  vs.  1984 

estimates 

-1985  estimate 

number  of 

analysts 

1984 
1983                estimate 

1985 

P/E 

confidence 
factor 

ulicke  &  Soffa  Industries 

25% 

$0.23 

$1.72 

$2.59 

50.6% 

9.9 

9 

average 

TV 

ll5/8 

-4.09 

-0.40 

2.72 

NM 

4.3 

11 

very  low 

ance 

30 !  j 

2.30 

2.62 

2.91 

11.1 

10.4 

8 

average 

jane 

36 'A 

3.52 

4.34 

4.75 

9.4 

7.6 

5 

low 

1  a wson  Products 

21% 

1.22 

1.64 

2.01 

22.6 

10.8 

7 

high 

awter  International 

12Vi 

0.83 

0.98 

1.17 

19.4 

10.4 

6 

very  high 

ear  Petroleum 

19 

1.98 

2.12 

2.71 

27.8 

7.0 

12 

average 

1  ease  way  Transportation 

28  Vs 

3.12 

3.25 

3.88 

19.4 

7.2 

11 

average 

1  .evi  Strauss 

27% 

4.61 

1.65 

3.02 

83.0 

9.1 

15 

low 

jberty 

23 

2.03 

2.24 

2.47 

10.3 

9.3 

7 

average 

Confidence  factors  behind  these  estimates 
vary  widely.  Analysts,  for  example,  are  in  close 
agreement  about  Warner-Lambert.  But 
they  are  poles  apart  on  AT&T. 

Liebert 

20'/2 

0.80 

1.04 

1.32 

26.9 

15.5 

5 

very  high 

Eli  Lilly 

59% 

6.13 

6.73 

7.30 

8.5 

8.2 

28 

very  high 

Limited 

25% 

1.18 

1.56 

2.03 

30.1 

12.7 

10 

average 

LIN  Broadcasting 

20% 

1.06 

1.26 

1.44 

14.3 

14.1 

7 

high 

Lincoln  National  Corp 

35% 

3.87 

4.24 

4.65 

9.7 

7.6 

17 

high 

Liz  Claiborne 

47% 

2.13 

3.60 

4.51 

25.3 

10.6 

9 

high 

Lockheed 

46 'A 

4.18 

5.20 

6.36 

22.3 

7.3 

24 

very  high 

Lone  Star  Industries 

23% 

-0.26 

0.33 

2.50 

657.6 

9.6 

7 

very  low 

Long  Island  Lighting 

6'/4 

2.80 

2.78 

2.58 

-7.2 

2.4 

9 

very  low 

Longs  Drug  Stores 

41% 

3.43 

3.86 

4.35 

12.7 

9.5 

10 

very  high 

Loral 

27% 

1.44 

1.79 

2.20 

22.9 

12.4 

15 

high 

Lorimar 

33% 

1.75 

2.06a 

4.15 

101.5 

8.1 

5 

low 

Lotus  Development 

22% 

0.98 

2.18 

2.84 

30.3 

8.0 

15 

very  low 

Louisiana  Land  &  Exploration 

30 

2.65 

3.25 

3.52 

8.3 

8.5 

14 

average 

Louisiana  Pacific 

20% 

0.82 

1.53 

1.70 

11.1 

11.9 

12 

very  low 

Louisville  Gas  &  Electric 

25V* 

2.87 

3.16 

3.20 

1.3 

7.9 

10 

high 

Lowe's  Cos 

21% 

1.40 

1.82 

2.14 

17.5 

10.1 

16 

average 

LSI  Logic 

15% 

0.44 

0.67 

0.97 

44.8 

16.2 

9 

low 

Lubrizol 

217/s 

1.65 

1.95 

2.30 

17.9 

9.5 

15 

average 

Luby's  Cafeterias 

30% 

1.15 

1.43a 

1.64 

14.7 

18.5 

8 

very  high 

Lucky  Stores 

UVi 

2.02 

2.23 

2.47 

10.8 

7.1 

12 

high 

LyphoMed 

12 'A 

0.41 

0.53 

0.70 

32.1 

17.9 

6 

average 

M/A-Com 

18% 

0.72 

0.91 

1.27 

39.6 

14.4 

21 

average 

MAPCO 

25 

173 

2.88 

3.37 

17.0 

7.4 

8 

high 

MCA 

43% 

3.06 

2.42 

3.46 

43.0 

12.5 

15 

average 

MDC 

10W 

1.00 

1.15 

1.28 

11.3 

8.0 

5 

average 

MEI 

36% 

2.27 

2.67 

3.11 

16.5 

11.9 

13 

high 

Macmillan 

38  </2 

2.16 

2.62 

3.03 

15.6 

12.7 

5 

average 

MacNeal-Schwendler 

12% 

0.45 

0.59 

0.75 

27.1 

16.8 

5 

high 

Mack  Trucks 

14V4 

-0.97 

2.27 

3.42 

50.7 

4.2 

7 

low 

Management  Science  of  America 

9% 

0.62 

0.78 

1.11 

42.2 

8.3 

18 

low 

a:  Actual.     NM:  Not  meaningful 

Source  Institutional  Brokers  Estimate  System  (1BES),  a  service  of  Lynch,  Jones  &  Ryan  via  Micro/Scan  Data  on  diskette  from  /sys  Corp. 
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How 

analysts  see  1985  earnings 

| 

Company 

Recent 
price 

1983 

-Earnings  per  share 

1984                 1985 
estimates 

%  change 

1985  vs.  1984 

estimates 

P/E 

— 1985  estimate 

number  of 

analysts 

confidence  9 
factor     1 

Manhattan  Industries 

18  Vt 

$2.89 

$3.17 

$3.94 

24  3% 

4.6 

5 

low  1 

Manufacturers  Hanover 

31 '* 

8.37 

7.47 

8.40 

12.4 

3.7 

16 

average  1 

Marine  Midland  Banks 

25% 

4.85 

5.09 

5.72 

12.4 

4.5 

5 

average    1 

Marriott 

75 

4.15 

5.10 

6.07 

19.0 

12.4 

16 

high  i 

Marsh  &  McLennan 

51'/2 

3.49 

241 

4.13 

71.4 

12.5 

13 

average  1 

Martin  Marietta 

42'/i 

4.23 

4.93 

5.91 

19.9 

7.2 

15 

average  1 

Mary  Kay  Cosmetics 

10% 

1.22 

0.98 

1.18 

20.0 

8.8 

10 

low 

Maryland  National 

39 

4.69 

5.74 

6.63 

15.5 

5.9 

5 

average  I 

Masco 

25  V* 

1.93 

2.50 

2.90 

16.0 

8.7 

11 

average  J 

Matrix  Corp 

19 

0.62 

0.95 

1.21 

26.9 

15.7 

8 

average  ] 

Maxicare  Health  Plans 

25% 

0.35 

0.62 

0.98 

58.1 

26.3 

11 

average  i 

May  Department  Stores 

39 

4.32 

4.87 

5.37 

10.1 

7.4 

20 

very  high  1 

Maytag 

46  Vi 

4.37 

4.88 

4.99 

2.3 

9.3 

7 

high  j 

McCormick  &  Co 

32 1/» 

2.35 

3.86 

3.13 

-18.9 

10.3 

6 

average  J 

McDermott  Intl 

28 

3.06 

2.75 

4.03 

46.5 

6.9 

12 

very  low  1 

McDonald's 

53 

3.83 

4.39 

5.06 

15.2 

10.5 

19 

very  high 

McDonnell  Douglas 

71 

6.91 

7.75 

9.62 

24.1 

7.4 

20 

average    j 

McGraw-Edison 

35% 

1.92 

3.75 

4.81 

28.3 

7.4 

13 

average! 

McGraw-Hill 

41 

2.52 

2.94 

3.37 

14.6 

12.2 

14 

very  high 

McKesson 

38 

3.49 

3.55 

3.90 

9.9 

9.7 

6 

average 

MCI  Communications 

7% 

0.67 

0.56 

0.84 

50.0 

9.1 

19 

very  low  1 

MCorp* 

23  Vi 

3.96 

4.00 

4.57 

14.3 

=.  1 

15 

average  J 

Mead 

34% 

1.30 

4.65 

5.86 

26.0 

6.0 

15 

low 

Measurex 

19  Vi 

0.65 

1.38 

1.71 

23.9 

11.4 

8 

average  i 

Media  General 

60 

5.07 

5.31 

5.84 

10.0 

10.3 

7 

averages 

Mellon  Bankt 

42  Vi 

7.44 

6.01 

7.13 

18.6 

6.0 

14 

high  . 

Melville 

37% 

3.36 

3.88 

4.42 

13.9 

8.5 

15 

very  high  i 

Mentor  Graphics 

22% 

-9.00 

061 

1.17 

91.8 

19.3 

13 

average  ; 

Mercantile  Stores 

52% 

5.65 

6.36 

7.19 

13.1 

7.3 

7 

very  high 

Merck  &  Co 

82 

6.10 

6.69 

7.52 

12.4 

10.9 

31 

very  high 

Merrill  Lynch 

29% 

2.68 

0.79 

2.03 

157.0 

14.7 

8 

very  low 

Mesa  Petroleum 

19'/2 

1.72 

1.04 

1.37 

31.7 

14.2 

19 

very  low 

MGM  Grand  Hotels 

llVs 

0.65 

0.47 

0.88 

87.2 

13.2 

8 

low  ' 

MGM/UA  Entertainment 

12'- 

0.57 

0.81 

1.07 

32.1 

11.8 

13 

very  low 

MGM/UA  Home  Entertain  Group 

20% 

1.40 

1.63 

1.96 

20.2 

10.5 

7 

average 

Micom  Systems 

34  W 

1.34 

1.82 

2.48 

36.3 

13.9 

10 

average 

MidCon 

38  Vi 

4.11 

4.72 

5.29 

12.1 

7.3 

15 

high 

Middle  South  Utilities 

12% 

2.46 

2.66 

2.63 

-0.9 

4.8 

12 

high 

Midland-Ross 

18% 

-0.83 

1.37 

2.15 

56.9 

8.7 

6 

low  1 

Midlantic  Banks 

25% 

3.45 

3.98 

4.39 

10.3 

5.9 

5 

high 

Millipore 

32% 

1.52 

1.98 

2.56 

29.3 

12.8 

14 

average  . 

Minnesota  Mining  &  Mfg 

79Vi 

5.67 

6.59 

7.73 

17.3 

10.3 

18 

high 

Minnesota  Power  &  Light 

29% 

3.82 

4.00 

4.20 

5.0 

7.0 

11 

average 

Mission  Insurance  Group 

10% 

-1.29 

-4.73 

-0.93 

NM 

NM 

11 

very  low 

Mitchell  Energy  &  Development 

18% 

1.52 

1.72 

2.27 

32.0 

SO 

13 

low 

Mobil 

28% 

3.69 

3.86 

4.33 

12.2 

6.7 

29 

average 

"Formerly  Mercantile  Texas.     tFormerly  Mellon  National,     a:  Actual.     NM:  Not  meaningful. 

Source:  Institutional  Broken  Estimate  System  (IBES),  a  service  of  Lynch,  j 

ones  &  Ryan  via 

Micro/Scan  Data 

on  diskette  fron 

Is) «  Corp. 
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1ST  SPORTS/GT  CAR 
VER  s25,000"  scwr? 


\GUAR  S-TYPE: 


In  the  expert  opinion  of  the 
editors  of  Road  &  Track,  the 
S-type's  only  real  competitor 
was  the  Porsche  928S.  Why 
did  they  choose  the  Jaguar? 
Here's  what  they  said: 

" . .  .we  find  the  1 2-cylinder 
XJ-S  a  marvelous  road  car 
that  cossets  its  occupants  in 
the  finest  leather  upholstery, 
wood-trim  paneling,  plush 
carpeting  and  virtually  every 
convenience  option  known 
to  automobiles."  Thank  you, 
Road  &  Track.  But  may  we 
gently  remind  you  that  those 
"options"  aren't  optional  at 
all.  They're  standard  equip- 
ment  on  every  XJ-S  and  don't 
cost  a  penny  more. 

Luxury  is  only  one  of  the 
S-type's  many  virtues.  It  is 
powered  by  the  street 
version  of  the  same  1 2- 
cylinder  engine  that  is 
making  Jaguar's  XJR-5  racing 
machines  a  sensation  on  the 
IMSA  GT  circuit.  As  Road  & 
Track  put  it:  "The  long 
tradition  of  lithe,  muscular 


cats  that  dates  to  the  XK-1 20 
and  the  E-type  still  rever- 
berates beneath  the  XJ-S's 
skin,  as  the  V-1 2  pumps  out 
sufficient  power  to  speed  from 
0-60  mph  in  8.2  seconds." 

Matching  the  engine's  vast 
reserves  of  torque  are  superb 
handling  capabilities:  "The 
Jaguar  handling  charac- 
teristics are  close  to  ideal,  its 
4-wheel  disc  brakes  and  rack- 
and-pinion  steering  (with 
power  assist)  are  effective 
and  precise ..." 

We're  delighted  that  the 
editors  of  Road  &  Track  think 
the  XJ-S  is  the  best  sports/GT 
car  over  $25,000.  You'll  think 
so  too  after  one  test  drive. 
For  the  dealer  nearest  you, 
call  toll-free  (800)  447-4700. 
Jaguar  Cars  Inc., 
Leonia,  N.1  07605. 

ENJOY  TOMORROW. 
BUCKLE  UP  TODAY. 

JAGUAR  XJ-S 


msms 

:3o 


©  19&i  Apple  Computer  Inc.  Apple  and 

Macintosh  is  a  trademark  licensed  to  Apple  Compu, 

you  call  (800)  538-9696.  in  Canada,  call  (800)  268  7796  or  (800)  268  76J7 


tosh  out 
drive 


>    ^    p 


f 


i  ■ 


«*" 
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Since  we  introduced  Macintosh™  we've 
been  telling  you  it's  the  first  business  com- 
puter anyone  can  learn  to  use  overnight. 

Now  we're  going  to  prove  it. 

By  giving  you  a  Macintosh  to  use. 

Overnight. 

Right  now,  anyone  who  qualifies  can 
walk  into  a  participating  authorized  Apple 
dealer,  and  walk  out  with  a  Macintosh 
Personal  Computer. 

No  purchase  necessary. 

It's  our  way  of  letting  you  test  drive  a 
Macintosh  in  the  comfort  of  your  own 
office,  home,  RV,  hotel  room,  dorm  room 
or  whatever. 


And  really  experience,  first-hand,  how 
much  your  finger  already  knows  about 
computing. 

Simply  put,  in  less  time  than  it  takes 
to  get  frustrated  on  an  ordinary  computer, 
you'll  be  doing  real  work  on  Macintosh. 

Because  the  hard  part  of  test  driving  a 
Macintosh  isn't  figuring  out  how  to  use  it. 

The  hard  part  is  bringing  it  back. 
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How 

analysts 

see  1985  earnings 

Company 

Recent 
price 

Earn 

ings  per  share- 
1984 

estimati 

%  change 

1985  vs.  1984 

estimates 

P/E 

•1985  estimat 

number  of 

analysts 

1983 

1985 

confident 
factor 

Mohasco 

17% 

$1.96 

$2.64 

$3.12 

18.2% 

5.7 

5 

low 

Monarch  Capital 

39V8 

3.30 

3.91 

4.44 

13.6 

8.9 

8 

averagi 

Monolithic  Memories 

17 

0.60 

1.31 

1.71 

30.5 

9.9 

14 

averagi 

Monsanto 

437/8 

4.88 

6.50 

7.32 

12.6 

6.0 

28 

averagi 

Montana  Power 

lAto 

4.22 

2.65 

3.32 

25.3 

7.3 

12 

low 

Montana-Dakota  Utilities 

28  to 

3.90 

4.17 

4.60 

10.3 

6.2 

5 

higl 

Moore  McCormack  Resources 

22'/s 

1.33 

2.21 

3.69 

67.0 

6.0 

8 

low 

fP  Morgan 

72% 

10.52 

11.51 

12.67 

10.1 

5.7 

20 

higi 

Motorola 

347/8 

2.09 

3.26 

3.90 

19.6 

8.9 

29 

averagi 

Multimedia 

33% 

2.15 

2.47 

2.85 

15.4 

11.8 

9 

very  higl 

Murphy  Oil 

30% 

3.60 

2.94 

3.58 

21.8 

8.6 

13 

averagi 

Murray  Ohio  Mfg 

21 

3.53 

2.38 

2.60 

9.2 

8.1 

6 

very  lov 

NCNB 

32  to 

3.68 

4.02 

4.49 

11.7 

7.2 

16 

very  higr 

NCR 

24% 

2.64 

3.13 

3.58 

14.4 

6.8 

20 

very  higl 

NICOR 

28  to 

1.66 

2.17 

2.64 

21.7 

10.8 

8 

averagi 

NYNEX 

71  >/4 

9.88 

9.77 

10.46 

7.1 

6.8 

27 

very  higl 

Nabisco  Brands 

50% 

4.86 

5.13 

5.81 

13.3 

8.7 

21 

higl 

Nalco  Chemical 

23% 

1.78 

2.13 

2.50 

17.4 

9.5 

15 

higl 

National  City  Corp 

33  Va 

6.39 

4.83 

5.27 

9.1 

6.3 

9 

higl 

National  Distillers  &  Chemical 

26  to 

1.77 

2.86 

3.46 

21.0 

7.7 

7 

averagi 

National  Education 

17% 

0.70 

0.92 

1.18 

28.3 

14.7 

5 

averaga 

National  Gypsum 

35% 

3.01 

6.56 

6.85 

4.4 

5.2 

8 

very  low 

National  Intergroup 

28% 

-9.46 

3.07 

5.36 

74.6 

5.4 

11 

very  low 

National  Medical  Care 

177/8 

1.26 

1.48 

1.71 

15.5 

10.5 

7 

averagi 

National  Medical  Enterprises 

21  to 

1.74 

2.11 

2.55 

20.9 

8.3 

7 

higl 

National  Semiconductor 

12% 

0.75 

1.39 

1.88 

35.3 

6.8 

13 

averagi 

NBD  Bancorp 

48% 

6.62 

7.53 

8.21 

9.0 

5.9 

5 

higli 

Network  Systems 

23% 

0.46 

0.71 

1.03 

45.1 

22.7 

17 

averagi  i 

Nevada  Power 

26% 

2.74 

3.19 

3.25 

1.9 

8.2 

10 

higl 

New  England  Electric  Sys 

35  to 

5.48 

5.53 

5.76 

4.2 

6.1 

14 

higl 

New  York  State  Elec  &  Gas 

21% 

3.03 

3.38 

3.43 

1.5 

6.2 

13 

very  higl 

New  York  Times 

33>/2 

1.82 

2.52 

2.94 

16.7 

11.4 

12 

higl 

Newell  Cos 

13% 

1.48 

1.76 

2.04 

15.9 

6.7 

5 

very  higl 

Newmont  Mining 

35 

1.73 

1.68 

3.24 

92.9 

10.8 

15 

low 

Newport  Corp 

23 

0.56 

0.73a 

0.93 

27.4 

24.7 

7 

higl 

Niagara  Mohawk  Power 

16'/4 

2.77 

2.79 

2.86 

2.5 

5.7 

12 

higl 

NL  Industries 

12% 

-1.80 

0.41 

1.15 

180.5 

11.1 

17 

very  low 

Noble  Affiliates 

16% 

0.52 

0.58 

1.10 

89.7 

14.8 

21 

very  low 

Nordstrom 

32W 

2.15 

2.42 

2.95 

21.9 

11.0 

18 

averagi 

Norfolk  Southern 

55V4 

5.67 

7.31 

8.08 

10.5 

6.9 

20 

average 

North  American  Coal 

48  Vb 

6.27 

7.34 

7.90 

7.6 

6.1 

6 

higl 

Northeast  Utilities 

13  Vi 

2.37 

2.52 

2.56 

1.6 

•    5.1 

15 

higl 

Northern  Indiana  Pub  Svc 

14% 

1.73 

1.94 

2.01 

3.6 

7.3 

14 

averagt 

Northern  States  Power 

41% 

5.60 

5.69 

5.79 

1.8 

7.1 

19 

higl 

Northrop 

33% 

2.21 

3.28 

4.52 

37.8 

7.5 

19 

averagt 

Northwest  Airlines 

38 

2.19 

4.71 

5.55 

17.8 

6.8 

17 

low 

a:  Actual     NM:  Not  meaningful. 

Source:  Institutional  Brokers  Estimate  System  (WES),  a  service  of  Lynch,  Jones  &  Ryan  via  Micro/Scan  Data 

on  diskette  from  Lsys  Corp. 
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Stolichnaya 

The  Vodka.The  Gift. 
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STOLICHNAYA 


HEFOPE  DBINSSUa 


RUSSIAN  VODKA 
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Now  you  can  send  a  gift  of  Stolichnaya  Vodka  anywhere*  by  phone  through  Nationwide  Gift  Liquor. 
Call  Toll  Free  1-800-CHEER-UP  (Arizona  602-957-4923). 

'Except  where  prohibited  /  Major  Credit  Cards  Accepted  /Stolichnaya  Vodka  80  and  100  prool.  distilled  from  gram  Imported  by  Monsieur  Henri  Wines,  Ltd  .  White  Plains.  NY  10604 


-  -I 


"Going  this  far  to  improve  a  light  bulb? 

GEE!" 


(No,  GTE!) 

Everyone  knows  about  the  untethered  space 
walk  during  NASA's  first  Challenger  space  mis- 
sion. But  what  everyone  doesn't  know  is  that 
several  of  our  Sylvania  Metalarc™  lamps  were 
tested  out  in  space  during  that  same  mission. 

Why  did  we  have  to  go  into  outer  space  to 
experiment  with  a  light  bulb? 

To  test  it  in  a  zero-gravity  environment.  You 
see,  gravitational  forces  affect  the  circulation  of 
the  hot  gases  inside  lamp  arc  tubes.  And  data 
collected  on  the  behavior  of  the  lamp  arc  with- 
out the  disturbances  of  these  forces  can  help  us 
design  more  efficient  lamps. 

The  experiment  consisted  of  three  Sylvania 
lamps  installed  in  a  canister  specially  designed 
by  GTE  Laboratories  to  withstand  the  trip  to 
space  and  back.  Also  installed  in  the  module 
were  three  cameras  programmed  to  photograph 
what  happened  to  the  lamps  in  the  gravity-free 
environment. 

Now  that's  what  we  call  going  to  great 
lengths  to  make  a  better  light  bulb. 


The  3  Sloane  Gardens  Club 

L  exclusively  yours, 
,ONDON 

Experience  Victorian  London  in  a 

faithfully  restored  ten-unit 

brownstone  in  fashionable  Chelsea/ 

Belgravia.  Secretarial  and  other 

business  services  available.  For  the 

discerning  few  who  prefer  the 

exclusive  residential  life.  From  $1600 

per  week.  34-year  lease. 

DeLoof  Limited 
416  South  Main  Street 
Ann  Arbor,  MI  48104 

1-800-553-2582 

In  Michigan:  313-995-4400 

Please  send  me  the  full-color 

3  Sloane  Gardens  Club  brochure. 


Name 


Address 


City 


Slate 


Zip 


Daytime  Telephone 


#  ™% 


Lay  up  your  winter  hat  for  the 
summer,  or  your  summer  hat  over 
the  winter,  and  they  SHRINK.  And 
here  is  the  easy  way  to  get  them 
back  to  your  exact  size.  End  pieces 
of  die-cast  bright  aluminum  with 
iron  turnbuckle.  Made  to  last  with 
satisfaction  guaranteed.  Dealers  or 
Reps  wanted.  Order  Now.  $14.50 
Postage   paid.  Plus  my  state  sates  tax. 

B.R.  Inv.  Co.  Inc.,  4642  E.  Floral  Dr. 
Los  Angeles,  Calif.  90022 

Quantity D  Ck   D  Money  Ord.  □  Visa   D  M.C 

Card  # 


M.C.  Intbk.  #_ 

Sig.  X 

Name 

Add  ress 

City 

State 
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How  analysts 

see  1985  earnings 

Company 

Recent 
price 

-Earnings  per  share— 
1984 
estimate 

-| 

1983 

1985 

Northwestern  National  Life  Ins 

25  Vs 

$2.01 

$2.58 

$2.95     1 

Norton 

37'/2 

2.45 

3.05 

4.09    T 

Norwest 

26 

4.05 

4.25 

4.94 

Novo  Industri  A/S 

24% 

2.91 

3.11 

3.69 

Noxell 

43  % 

2.33 

2.80 

3.28    ] 

Nucor 

30 

1.98 

3.23 

4.57    1  [ 

ONEOK 

28% 

2.51 

3.92 

4.32    ]  \ 

Oakwood  Homes 

20% 

1.34 

1.63 

1.94    ] 

Occidental  Petroleum 

30% 

1.06 

2.28 

3.27    ]  | 

Ocean  Drilling  &  Exploration 

26  Vi 

2.31 

1.83 

2.57       | 

Ogden 

25  % 

2.66 

2.64 

3.49 

Ogilvy  &  Mather  Intl 

35 

1.99 

2.73 

3.21 

Ohio  Casualty  Corp 

41% 

4.85 

2.79 

3.64 

Ohio  Edison 

13 

2.22 

2.29 

2.29 

Oklahoma  Gas  &  Electric 

22>/8 

2.68 

2.67 

2.79    J 

Olin 

30!/2 

3.01 

3.95 

4.78 

Omni  care 

8% 

1.69 

1.22 

1.53     \ 

Optical  Coating  Laboratory 

15% 

2.04 

1.43 

1.77     \ 

Orange  &  Rockland  Utilities 

23% 

2.64 

2.76 

2.87     i 

Orion  Capital 

227/s 

2.04 

0.59 

1.48     ] 

Outboard  Marine 

23% 

2.26 

3.00 

3.49 

Overnite  Transportation 

23% 

2.10 

2.43 

2.79      | 

Owens-Corning  Fiberglas 

30% 

2.77 

4.40 

4.84 

Owens-Illinois 

41 W 

2.46 

4.61 

5.47 

Ozark  Holdings* 

9 

0.17 

1.28 

1.58 

PSA 

17% 

-2.95 

0.02 

1.33 

Paccar 

44% 

2.07 

5.99 

7.58 

PacifiCorp 

23% 

4.11 

3.55 

3.86 

Pacific  Gas  &  Electric 

14% 

2.15 

2.56 

2.69 

Pacific  Lighting 

35'/4 

5.02 

5.22 

5.58 

Pacific  Lumber 

25% 

1.17 

2.05 

2.29 

Pacific  Telesis  Group 

65% 

8.17 

8.34 

8.94 

Paco  Pharmaceutical  Svcs 

15% 

0.92 

0.99 

1.27 

Palm  Beach 

37% 

3.60 

4.36 

5.16 

Panhandle  Eastern 

36% 

3.64 

4.38 

5.16     | 

Papercraft 

14% 

0.99 

1.26 

1.50 

Paradyne 

12'/2 

0.16 

0.70 

1.23 

Parker  Drilling 

7% 

-0.88 

-1.41 

-0.27 

Parker  Pen 

16% 

0.70 

0.94 

1.66 

Pay  Less  Drug  Stores  N  W 

21% 

1.35 

1.62 

1.91 

Pay'n  Pak  Stores 

15% 

1.11 

1.33 

1.61 

Payless  Cashways 

14% 

1.29 

1.35 

1.68 

Peabody  Intl 

8 

0.78 

0.21 

0.97 

Peak  Health  Care 

21% 

0.35 

0.67 

0.95 

Penn  Central 

46% 

-0.43 

3.80 

4.37 

JC  Penney 

51% 

6.25 

6.87 

7.69 

'Formerly  Ozark  Air  Lines,     a:  Actual.     NM:  Not  meaningful. 

Source:  Institutional  Brokers  Estimate  System  (IBES).  a  service  of  Lynch,  Jones  &  Ryan  via 

Micro/Scan  Data  on  diskette  from  Isys  Corp. 
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hange 
Vs.  1984 
mates 

P/E 

number  of 
analysts 

confidence 
factor 

14.3% 

8.5 

5 

low 

34.1 

9.2 

8 

low 

16.2 

5.3 

21 

average 

18.6 

6.6 

9 

low 

17.1 

13.4 

12 

very  high    ' 

41.5 

6.6 

8 

very  low 

10.2 

6.7 

9 

high 

19.0 

10.8 

6 

average 

43.4 

9.4 

13 

very  high 

40.4 

10.3 

14 

low 

32.2 

7.2 

8 

average 

17.6      . 

10.9 

6 

high 

30.5 

11.5 

17 

very  low 

0.0 

5.7 

13 

average 

4.5 

7.9 

18 

high 

21.0 

6.4 

12 

low 

25.4 

5.7 

9 

very  low 

23.8 

8.9 

6 

average 

4.0 

8.3 

7 

high 

50.9 

15.9 

5 

very  low 

16.3 

6.8 

6 

average 

14.8 

8.5 

16 

high 

10.0 

6.3 

14 

low 

18.7 

7.5 

9 

average 

23.4 

5.7 

10 

very  low 

NM 

13.1 

8 

very  low 

26.5 

5.8 

10 

low 

8.7 

6.2 

15 

very  high 

5.1 

5.5 

17 

high 

6.9 

6.3 

10 

very  high 

11.7 

11.2 

7 

average 

7.2 

7.3 

28 

high 

28.3 

12.4 

5 

high 

18.3 

7.2 

6 

average 

17.8 

7.1 

19 

average 

19.0 

9.6 

5 

very  high 

75.7 

10.2 

11 

low 

NM 

NM 

17 

very  low 

76.6 

9.9 

7 

low 

17.9 

11.2 

10 

high 

21.1 

9.8 

7 

average 

24.4 

8.5 

16 

average 

361.9 

8.2 

5 

low 

41.8 

22.5 

8 

average 

15.0 

10.6 

5 

very  low 

11.9 

6.7 

23 

high 

I 
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SSI  New  York  Branch 


1974 


Ten  years  ago  Bayerische  Vereinsbank  AG 
of  Munich,  West  Germany,  converted  its  New 
York  Representative  Office  into  a  full-service 
branch.  As  in  many  other  places  around  the 
world  we  were  the  first  Bavarian  bank  to 
arrive.  BV  appreciates  the  support  of  the 
American  business  community.  Not  only  in 
New  York  City  but  also  in  Atlanta,  Chicago, 
Cleveland,  Los  Angeles  and  the  Cayman 
Islands. 

Ten  years  of  growth  have  required  us  to 
occupy  new  quarters  on  Madison  Avenue. 
Our  highly  motivated  staff  offers  efficient 
services  for  all  types  of  financial  transactions. 
Bayerische  Vereinsbank  service  is  innovative 
and  international,  extended  out  of  400 
offices  in  Southern  Germany  and  major 
business  centers  of  the  Federal  Republic. 
Our  home  base  is  complemented  by  offices 
in  twenty  locations  strategically  placed 
around  the  globe.  Some  of  our  units  have 
been  in  business  for  200  years.  Since  the 
times  of  George  Washington.  If  you  ask  for 
experience  and  tradition  the  answer  is 
Bayerische  Vereinsbank. 


Bayerische  Vereinsbank  AG 
(Union  Bank  of  Bavaria) 
New  York  Branch 
335  Madison  Avenue 
New  York,  NY  10017 
Telephone  (212)  210-0300 
Telex  1 26745  ubbnyk 


Atlanta  Agency 
Telephone  (404)  522-2636/7 
Cleveland  Office 
Telephone  (216)  566-8055 
Chicago  Branch 
Telephone  (312)  782-9225 
Los  Angeles  Agency 
Telephone  (213)  629-1821 


BAYERISCHE 
VEREINSBANK 

AKTIENGESELLSCHAFT 
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The  1985  Mercedes-Benz 

300SDand380SE: 

How  can  two 

such  different  sedans 

be  so  much  alike? 


begin  regulating  brake  pres- 
sure to  prevent  it.  Maintaining 
the  car's  stability  and  the  driv- 
ers precise  steering  control  in 
hard  braking-even  on  wet 
pavement. 

THE  DIESEL  THAT 
REWROTE  DIESEL  HISTORY 

At  $39,500?  the  300  SD  Turbo- 
diesel  Sedan  rules  the  diesel 
world  again  in  1985. 

Its  turbocharged  five-cylin- 
der engine-a  virtual  carbon 
copy  of  the  design  of  the  en- 
gine that  swept  the  195.4-mph 
Mercedes-Benz  C-lll/3  to  nine 
world  speed  records  in  a  day- 
revolutionized  ideas  of  diesel 
performance.  Having  un- 
leashed the  diesel,  the  300 SD 
also  tames  it:  its  power  is 
shrouded  in  running  ease  and 
cruising  quiet  that  vie  with 
gasoline  cars. 

Yet  here  is  rock-ribbed 
diesel  character  to  the  core, 


ONE  OF  THE  AUTOMOBILES 
clashing  along  in  the  picture 
above  is  powered  with  the 
direct  descendant  of  a  record- 
shattering  turbodiesel  perfor- 
mance engine. 

The  other  is  propelled  by  a 
lightweight  aluminum-block 
gasoline  V-8,  cat-quick,  turbine- 
smooth. 

The  resulting  contrast  in 
temperament  and  personality 
is  vivid-but  otherwise,  so  pre- 
cise is  the  similarity  that  only 
an  expert  could  easily  tell  these 
two  sedans  apart.  Choosing 
between  the  300  SD  and  380  SE 
thus  poses  a  unique  but  ex- 
quisite quandary. 

For  1985,  both  cars  are  fit- 
ted with  the  Mercedes-Benz 
Anti-lock  Braking  System  as 
standard  equipment.  This  elec- 
tronically activated  system  is 
designed  to  sense  the  onset  of 
wheel  lockup  in  braking 
emergencies  and  instantly 

*Approximate  suggested  advertised  retail  price  at  port  of  entry.  f  Optional  at  extra  cost.  ©1984  Mercedes-Benz  of  N.A.,  Inc.,  Monrvale* 


with  diesel  benefits  intact,  i 
spark  plugs  or  electrical  a  • 
ponents  to  adjust  or  replat 
for  example.  The  inherent  i 
ciency  that  burns  one  qua 
as  much  fuel  at  idle  as  a  gi  \ 
line  engine  of  similar  size 
aura  of  iron  durability. 

PERFORMANCE  REDl 

At  $42,730?  the  380  SE  Sec 
spearheads  a  renaissance  < 
driving  excitement  with  a 
V-8  engine  more  notable  r 
for  brute  size  but  adept 
technology. 

Overhead  camshafts  fcl 
freer  engine  breathing.  Tlf 
precision  and  simplicity  o 
mechanical  fuel  injection 
durability  and  vibration  re 
tance  worthy  of  a  cast-iror 
block-in  a  weight-saving  c, 
aluminum  block. 

The  Editor  of  Car  ana 
Dfiier  might  well  have  ha< 
380 SE  and  this  3.8-liter  V-!. 
mind  when  he  wrote,  "Tht 
nothing  like  a  big  Merced 
with  V-8  power.  Nothing." 

'Whether  the  numerals 
the  trunk  lid  read  380  SE  ( 
300  SD,  this  automobile  is 
signed  to  be  a  stable  drivii 
platform;  no  luxury-car  sp 
ness.  A  taut  suspension  ar 
rigid  body  structure  help 
sorb  the  commotion  of  re 
road  driving.  Roller-coast* 
country  roads  are  not  a  d 


Measure  to  negotiate. 
t  passenger  comfort  ap- 
hes  the  sybaritic.  From 
dour  carpeting  to  hand- 
ed wood  trim  to  myriad 
ic,  electronic  and  other 
ities,  life  inside  this  cabin 
d  first-class. 

ne  would  have  to  work 
ag  uncomfortable  in  the 


drivers  seat.  Ergonomic  sci- 
ence prevails.  The  car  can  be 
driven  with  fluid,  almost 
effortless  motions.  The  seat 
surrounding  you  is  a  68-lb. 
biomechanical  support  system,  • 
padded  and  contoured  to  sub- 
tract much  of  the  strain  from 
even  marathon  trips. 

Beneath  it  all,  the  300  SD 


and  380  SE  are  remarkable  ex- 
ercises in  safety  engineering. 
Standard  safety  equipment  is 
comprehensive.  For  1985, 
Emergency  Tensioning  Retrac- 
tors are  fitted  to  both  front 
three-point  seat  belt  mecha- 
nisms-meant to  instantaneously 
tighten  the  belts  in  the  event  of 
a  major  frontal  impact.  Addi- 
tionally, you  may  now  order 
either  model  with  the 
Mercedes-Benz  Supplemental 
Restraint  System^  adding  a 
drivers-side  air  bag  and  other 
elements  to  the  vital  cause  of 
occupant  restraint. 

THE  RESALE  FACTOR 

To  ignore  resale  value  at  the 
time  you  buy  a  new  automobile 
is  to  risk  being  rudely  sur- 
prised when  you  get  ready  to 
sell  it.  You  can  take  reassur- 
ance from  the  remarkable- 
and  remarkably  consistent- 
Mercedes-Benz  resale  record 
in  America,  model  by  model, 
over  the  past  two  decades. 

The  300  SD,  or  the  380  SE? 
There  may  be  no  more  diffi- 
cult choice  in  the  automotive 
world  today.  But  either  way  you 
choose,  there  may  be  no  more 
satisfying  end  result. 


Engineered  like  no  other 
car  in  the  world 


How  analysts 

see  1985  earnings 

Company 

Recent 
price 

p 

ings  per  sli 
1984 
esti 

arc 

%  change 

1985  vs.  1984 

estimates 

P/E 

-1985  estimat 

number  of 

analysts 

1983 

1985 
mates 

confidei, 
factor 

Pennsylvania  Power  &  Light 

24  y8 

$3.06 

$3.25 

$3.41 

4.9% 

7.1 

13 

bJi 

Pennwalt 

36% 

3.58 

3.77 

4.47 

18.6 

8.2 

11 

averaj 

Pennzoil 

40% 

3.03 

3.84 

4.36 

13.5 

9.3 

18 

averai 

Pentair 

27% 

2.40 

3.89 

4.37 

12.3 

6.3 

9 

averai 

People  Express  Airlines 

10% 

0.57 

0.60 

1.07 

78.3 

9.7 

12 

lo 

Peoples  Energy 

14% 

1.25 

1.86 

1.78 

-4.3 

8.2 

6 

hi, 

PepsiCo 

43  % 

3.01 

3.59 

4.18 

16.4 

10.4 

21 

very  hi) 

Permian  Basin  Royalty  Trust 

9 

1.21 

1.22 

1.32 

8.2 

6.8 

7 

averai 

Petrolite 

29  V* 

1.86 

2.14 

2.51 

17.3 

11.7 

11 

very  hij 

Pfizer 

36% 

2.73 

3.11 

3.52 

13.2 

10.3 

29 

very  hij 

Pharmacia  AB  ADR 

16% 

0.94 

1.14 

1.48 

29.8 

11.1 

6 

lo 

Phelps  Dodge 

15% 

-3.04 

-2.53 

0.97 

NM 

16.4 

17 

very  lo 

Phibro-Salomon 

30% 

3.35 

3.43 

4.11 

19.8 

7.5 

8 

averaj 

Philadelphia  Electric 

13% 

2.40 

2.53 

2.54 

0.4 

5.5 

12 

very  hij 

Philips  Industries 

15 

1.43 

1.75 

2.06 

17.7 

7.3 

5 

bj| 

Philip  Morris 

78  Vl 

7.17 

8.37 

9.80 

17.1 

8.0 

20 

veryhif 

Phillips  Petroleum 

40 

4.71 

5.06 

5.43 

7.3 

7.4 

31 

h>! 

Pic'n'Save 

20% 

1.17 

1.37 

1.67 

21.9 

12.2 

11 

bit 

Piedmont  Aviation 

29% 

2.28 

4.64 

5.44 

17.2 

5.4 

17 

In 

Pillsbury 

42% 

3.91 

4.30 

4.80 

11.6 

8.9 

5 

very  hij 

Pioneer  Corp 

27 '/2 

2.01 

2.11 

2.58 

22.3 

10.7 

16 

lo 

Pioneer  Hi-Bred  Intl 

29 

1.37 

2.30 

3.22 

40.0 

9.0 

13 

averaj 

Pitney  Bowes 

31% 

2.23 

3.51 

4.02 

14.5 

7.7 

10 

very  hij 

Pittston 

11  Vi 

-2.08 

-0.16 

0.72 

NM 

16.0 

9 

very  lo 

PNC  Financial 

43% 

5.66 

6.15 

6.95 

13.0 

6.3 

10 

very  hit 

Pogo  Producing 

21% 

0  88 

0.98 

1.43 

45.9 

15.2 

8 

very  lo 

Polaroid 

26% 

1.61 

1.77 

2.53 

42.9 

10.3 

19 

lo 

Policy  Management  Systems 

25 '/. 

0.63 

0.85 

1.15 

35.3 

22.0 

12 

very  hij 

Ponderosa 

15% 

1.51 

2.18 

2.73 

25.2 

5.7 

9 

averai 

Portland  General  Electric 

15% 

3.01 

2.83 

2.94 

3.9 

5.4 

6 

averaj 

&-M 

Experts  predict  that  Apple's  earnings 
will  be  up  125%  next  year,  the  best 
gain  among  big  computer  companies. 

Potlatch 

19  W 

2.03 

3.40 

4.25 

25.0 

6.9 

11 

lo 

Potomac  Electric  Power 

24% 

2.66 

2.87 

2.98 

3.8 

8.3 

18 

averaj 

PPG  Industries 

33% 

3.34 

4.58 

5.31 

15.9 

6.4 

10 

averaj 

Prentice-Hall 

45% 

3.93 

4.04 

4.66 

15.3 

9.8 

6 

averaj 

Preston 

14% 

1.35 

1.65 

1.97 

19.4 

7.5 

7 

lo 

Price  Co 

43% 

0.67 

1.18 

1.71 

44.9 

•    25.4 

10 

averaj 

Priraark 

32  Vt 

3.48 

5.26 

5.69 

8.2 

5.7 

7 

averaj 

Prime  Computer 

16  Vi 

0.68 

1.07 

1.40 

30.8 

11.8 

28 

averaj 

Products  Research  &  Chemical 

10% 

0.80 

0.51 

0.81 

58.8 

13.3 

6 

averaj 

Progressive  Ohio 

36'  . 

2.81 

3.41 

4  00 

17.3 

9.1 

9 

lo 

Provident  Life  &  Accident 

73% 

9.54 

10.09 

11.08 

9.8 

6.6 

8 

hig 

a:  Actual.     NM:  Not  meaningful. 
Source. 

'institutional  Brokers  Estimate  System  tlBES),  a  service  of  Lynch,  Junes  &  Ryan  via  Micro/Scan  Date 

on  diskette  from  Isys  Cort 
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DOUBLE  TAKE 


MasterCarc 


*22°*-i-i* 


e  n  t  in  ove 


...e  world   we  knov,  sou  take  the  cord.  No\s   fake  the  cheque. 
MasterCard  Travelers  Cheques  are  accepted  on  every  continent  in  over  170 
countries.  They're  refundable   round  the  world  and  easik  replaced  when  lost. 
Next  trip,  enjoy  the  convenience  of  the  world  s  ultimate  double  take 
MasterCard  and  MasterCard  Travelers  Cheques. 

MasterCard  Travelers  Cheques 

So  Worldly.  So  Welcome. 


How 

analysts 

see  1985  earnings 

Company 

Recent 
price 

%  change 

1985  vs.  1984 

estimates 

1985  estimati 
number  of 
analysts 

1983 

1984 

estimate 

1985 

P/E 

confident 
factor 

Public  Service  Electric  &  Gas 

25  Vt 

$3.43 

$3.70 

$3.73 

0.8% 

6.7 

18 

bigkj 

Public  Service  of  Indiana 

8% 

4.46 

1.11 

1.08 

-2.7 

7.8 

10 

lo\ 

Public  Service  of  Colorado 

181/s 

1.86 

2.27 

2.34 

3.1 

7.7 

17 

big] 

Public  Service  of  New  Mexico 

24% 

3.53 

3.10 

3.43 

10.6 

7.2 

13 

averag 

Puget  Sound  Power  &  Light 

12'/2 

1.93 

1.87 

1.91 

2.1 

6.5 

5 

lo\ 

Pulte  Home 

15% 

1.84 

0.64 

1.09 

70.3 

14.1 

7 

very  lo\ 

Quaker  State  Oil  Refining 

17 

1.66 

1.86 

2.34 

25.8 

7.3 

5 

averag 

Quantum 

20 

1.12 

1.87 

2.43 

29.9 

8.2 

5 

averag 

Questar* 

285/s 

3.04 

3.19 

3.71 

16.3 

7.7 

9 

hig 

Quotron  Systems 

10'/2 

0.69 

0.87 

1.08 

24.1 

9.7 

10 

hig 

RCA 

37% 

2.10 

3.31 

4.08 

23.3 

9.2 

13 

averag  i 

RPM 

15% 

1.09 

1.34 

1.61 

20.1 

9.8 

6 

h»l 

RTE 

13% 

1.67 

1.85 

2.26 

22.2 

6.0 

5 

very  hig  ' 

Rainier  Bancorp 

41% 

4.90 

5.89 

6.57 

11.5 

6.3 

14 

hig 

Ralston  Purina 

33% 

2.49 

2.82 

3.32 

17.7 

10.1 

20 

hig 

Ramada  Inns 

6% 

0.13 

0.51 

0.78 

52.9 

8.7 

13 

Ioi 

Ransburg 

18'/2 

0.10 

-0.13 

1.66 

NM 

11.1 

7 

very  Ioi 

Raytheon 

40% 

3.55 

3.96 

4.98 

25.8 

8.1 

26 

hig 

Reading  &  Bates 

10W 

1.05 

0.22 

0.67 

204.6 

15.3 

18 

very  loi 

Redman  Industries 

10 

0.78 

0.97 

1.29 

33.0 

7.8 

8 

very  lo' 

Reichhold  Chemicals 

32 

2.74 

3.56 

4.39 

23.3 

7.3 

8 

hig 

Republic  Health 

13'/4 

0.89 

1.34 

1.86 

38.8 

7.1 

6 

averag 

RepublicBank 

30  Vt 

4.61 

4.66 

5.32 

14.2 

5.7 

20 

averag 

Research-Cottrell 

17% 

0.55 

0.92 

1.33 

44.6 

13.3 

5 

lo- 

Resorts  International 

38% 

2.19 

2.15 

3.70 

72.1 

10.4 

9 

very  lc 

Revlon 

37VS 

2.80 

3.14 

3.49 

11.1 

10.6 

17 

hig 

Rexham 

18% 

1.85 

2.49 

2.79 

12.0 

6.7 

8 

averag 

Rexnord 

15% 

0.19      . 

1.25 

2.21 

76.8 

7.2 

9 

lo< 

Reynolds  &  Reynolds 

30'/2 

2.51 

3.53 

4.19 

18.7 

7.3 

7 

averag 

RJ  Reynolds  Industries 

68  Va 

7.25 

7.60 

8.53 

12.2 

8.0 

23 

hig 

Reynolds  Metals 

30  >/2 

-3.46 

4.44 

5.65 

27.3 

5.4 

19 

very  lc 

Rio  Grande  Industries 

50% 

2.09 

3.12 

3.51 

12.5 

14.4 

9 

averag 

Rite  Aid 

25'/4 

1.42 

1.73 

2.02 

16.8 

12.5 

12 

very  hig 

Roadway  Svcs 

28% 

2.47 

2.63 

3.01 

14.4 

9.4 

19 

very  hig 

AH  Robins 

18% 

2.40 

1.97 

2.26 

14.7 

8.2 

15 

very  lo 

Rochester  Telephone 

32  >/4 

3.43 

3.83 

4.21 

9.9 

7.7 

14 

hig 

Rockwell  International 

28% 

2.46 

3.21 

3.88 

20.9 

7.3 

17 

averag 

Rohm  &  Haas 

59% 

5.33 

7.27 

8.06 

10.9 

7.4 

19 

averag 

Rollins  Environmental  Svcs 

16% 

0.45 

0.91 

1.20 

31.9 

14.0 

6 

averag 

Rorer  Group 

29  Vi 

2.02 

2.26 

2.58 

14.2 

11.4 

10 

big 

Rowan  Cos 

11  '/> 

0.38 

0.16 

0.85 

431.3 

13.2 

22 

very  lo 

Royal  Dutch  Petroleum 

47% 

9.59 

10.76 

11.73 

9.0 

4.1 

21 

averaj 

Rubbermaid 

38% 

2.30 

2.74 

3.15 

15.0 

12.3 

10 

very  hig 

Russ  Togs 

15% 

2.29 

2.36 

2.62 

110 

6.0 

6 

averaj 

Russell  Corp 

llVl 

1.35 

1.47 

1.66 

12.9 

7.5 

6 

lo 

Ryan's  Family  Steak  House 

19% 

0.52 

0.78 

1.15 

47.4 

16.7 

6 

averaj 

'Formerly  Mountain  Fuel  Supply,     a:  Actual.     NM:  Not  meaningful. 

Source:  Institutional  Brokers  Estimate  System  (IBES),  a  service  of  Lynch,  Jones  &  Ryan  via  Micro/Scan  Date 

on  diskette  from  fsys  Cor, 
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Expanding  or  relocating? 

ANNOUNCING  CONRAIL'S 
3-POINT  SITE  SELECTION 

GUARANTEE 

ow  you  can  take  the  risk  out  of  site  selection  or  expansion  with  Conrad's 
■point  guarantee  that  includes  assistance  in  capital  financing,  delivery- 
5-promised,  and  multi-year  rate  and  service 
ommitments 

k  ■  ever  before  has  the  Northeast-Midwest  region  been 
Afl  so  attractive  for  manufacturing  and  distribution.  You 
I  ^B  already  know  it  contains  the  country's  largest  concen- 
ation  of  industrial  capacity,  and  industrial  and  consumer 
arkets.  But  did  you  know  the 
Drtheast-Midwest  has  an  excep- 
>nally  high  proportion  of  skilled, 
lucated  workers? 

Now  Conrail  will  make  this 
rritory  even  more  attractive  to 
>u,  because  we  want  your  busi- 
es. Our  Regional  Market  De- 
:lopment  Team  is  ready  to  roll 
d  its  sleeves  to  help  you  build  your 
asiness  with  these  three  ironclad 
uarantees: 


I 


Guaranteed  assistance 
in  capital  financing  for 
rail  access 


anrail  will  guarantee  its  new  part- 
;rship  with  you  through  aid  in  capital 
lancing  for  rail  access.  If  your  con- 
acted  carloadings  are  above  a  mini- 
um chreshold,  well  cover  your  switch 
id  connecting  track  installation  costs. 

Why  is  Conrail  making 
this  guarantee? 

s  proof  of  our  commitment  to  your 
vestment.  Our  Regional  Market 
evelopmentTeam,  maintaining  full 
>nfidentiality,  works  with  you  and  a 
;twork  of  development  specialists  to 
ilor  a  site  and  service  package  that 
inimizes  your  logistics  costs  and 
aximizes  long-term  productivity. 

We'll  gather  critical  data  on  utili- 
;s,  taxes,  energy,  sewerage  and  other 
ctors  which  affect  your  costs.  Contact 
;  earlyin  your  facility  planning  to  find 
e  site  which  offers  the  best  access  to 
ippry  sources,  markets,  and  services. 


you're  guaranteed  a  free  carload  for 
every  one  that  brought  us  below  that 
percentage. 

Why  is  Conrail  making 
this  guarantee? 

We  have  a  great  service  record  in  meet- 
ing the  demands  of  our  customers  who 
operate  on  just-in-time  inventory 
schedules.  And  we  intend  to  keep  that 
record.  Can  you  afford  to  settle  for  less 
when  you're  looking  for  a  new  site? 


3 


Guaranteed 
multi-year  rate  and 
service  contract 


Don't  wait— get  Conrail's  help  early 
in  your  planning.  Please  call  us,  or  mail 
the  coupon  for  more  information. 

Free  Site  Inspection  Tour  by  Rail  for 
the  first  100  qualified  callers.  Call 
1-800-3-NUSITE  (1-800-848-SITE  in 
Pennsylvania).  In  Canada,  call  collect, 
0-215-893-6029. 


G.M.Williams,  Jr. 

AVP  Regional  Market  Development 
Conrail,  1528  Walnut  Street 
Suite  1600,  Philadelphia,  PA  19102 

□  I  want  Conrail  to  call  me  about 
locating  in  the  Northeast-Midwest. 
Call  me  directly  at 


2 


Guaranteed 
delivery-as-promised 

e'll  guarantee  100%  delivery-as- 
omised  for  your  origin-destination 
rirs  that  meet  an  established  volume, 
our  performance  falls  below  100%, 


Conrail  will  tailor  a  transportation 
contract  with  built-in  rate  and  service 
commitments  to  meet  your  needs. 
This  will  allow  you  to  control  your 
future  transportation  costs. 

And  because  we  want  you  to  locate 
on  Conrail,  we'll  negotiate  the  lowest 
rates  possible  to  put  you  on  our 
system. 

Why  is  Conrail  making 
this  guarantee? 

We've  pruned  away  unprofitable 
routes,  and  invested  nearly  five  billion 
dollars  in  physical  plant  improve- 
ments. Today,  Conrail's  service  and 
competitive  spirit  are  second  to  none. 


□  Send  me  a  new  Site  Selection  Bro- 
chure containing  more  valuable  infor- 
mation to  help  me  select  a  site. 

Name 


Firm. 


Address- 
City 


State - 


Zip. 


CONRAIirrSK 

La  «b  m  an  am  _  _  ean  ■»■»   •»•  ■•   ■■»   ■— * 

We  won't  be  satisfied  until  you  are 


How  analysts  see  1985  earnings 


Company 


Recent 
price 


1983 


-Earnings  per  share 

1984  1985 


%  change 

1985  vs.  1984 

estimates 


P/E 


-1985  estimate 

number  of      confidenci 
analysts  factor 


Ryder  System 


48% 


$4.30 


$5.20 


$5.90 


13.5% 


8.3 


16 


high 


Ryland  Group 


18"/2 


2.52 


1.71 


1.89 


10.5 


9.8 


very  low 


SAFECO 


33% 


3.56 


3.34 


16.2 


8.7 


20 


average 


SRI 


17V2 


2.00 


1.34 


2.17 


61.9 


very  low 


Sabine  Corp 

17% 

2.44 

0.93 

1.15 

23.7 

15.3 

20 

low 

Safeguard  Business  Systems 

15 

0.93 

1.11 

1.32 

18.9 

11.4 

6 

high 

Safety-Kleen 

37'/4 

1.71 

2.11 

2.55 

20.9 

14.6 

13 

very  high 

Safeway  Stores 

25  Vi 

3.26 

3.48 

3.92 

12.6 

6.5 

12 

high 

St  Regis  Corp 

53% 

1.41 

4.00 

5.44 

36.0 

9.9 

12 

average 

San  Diego  Gas  &  Electric 

21% 

3.20 

3.07 

3.15 

2.6 

6.9 

12 

high 

Santa  Fe  Southern  Pacific 

25 

1.77 

2.59 

3.07 

18.5 

8.1 

17 

average 

Schering-Plough 

36 

3.40 

3.57 

3.95 

10.6 

9.1 

29 

high 

Schlumberger 

43% 

3.73 

4.22 

5.07 

20.1 

8.7 

27 

average 

SCOA  Industries 

24VS 

2.22 

2.62 

3.00 

14.5 

8.0 

5 

average 

Scott  &  Fetzer 

54% 

4.80 

5.43 

5.99 

10.3 

9.1 

5 

high 

Scott  Paper 

30 

2.58 

3.75 

4.49 

19.7 

6.7 

11 

average 

Seagram 

37V4 

3.53 

4.39 

5.16 

17.5 

7.3 

6 

average 

Seagull  Energy 

17% 

2.25 

1.28 

2.55 

99.2 

7.0 

6 

low 

Sealed  Air 

25  V* 

1.30 

1.85 

2.22 

20.0 

11.4 

12 

very  high 

Sealed  Power 

25% 

2.38 

3.11 

3.65 

17.4 

7.0 

5 

average 

GD  Searle 

58% 

3.04 

3.30 

4.38 

32.7 

13.4 

28 

average 

Sears,  Roebuck 

32  '/s 

3.80 

4.43 

5.04 

13.8 

6.4 

21 

high 

Security  Pacific 

52 

7.23 

7.84 

8.77 

11.9 

5.9 

23 

high: 

Service  Merchandise 

14 

1.49 

1.70 

2.08 

22.4 

6.7 

12 

high 

ServiceMaster  Industries 

31 '/2 

1.17 

1.41 

1.70 

20.6 

18.5 

11 

high 

Shared  Medical  Systems 

26', 

1.11 

1.37 

1.67 

21.9 

16.0 

25 

very  highi 

Shell  Oil 

56'/s 

5.28 

5.42 

5.93 

9.4 

9.5 

21 

average  J 

Sherwin-Williams 

287/s 

2.04 

2.74 

3.25 

18.6 

8.9 

7 

very  high 

Shoney's  Inc 

33% 

1.16 

1.43 

1.75 

22.4 

19.4 

18 

very  high 

Sierra  Pacific  Resources 

15% 

1.70 

1.98 

1.99 

0.5 

7.9 

5 

high- 

Sigma-  Aldrich 

45  % 

2.28 

2.72 

*  21 

18.0 

14.1 

7 

very  high 

Signal  Cos 

29% 

0.90 

2.59 

3.22 

24.3 

9.2 

11 

high 

Silicon  Valley  Group 

18 

0.76 

1.27 

1.81 

42.5 

9.9 

6 

averagi 

Singer 

32 '/» 

0.64 

3.20 

4.23 

32.2 

7.6 

12 

low 

Smith  International 

14% 

-4.17 

0.63 

1.46 

131.7 

9.9 

24 

very  low 

SmithKline  Beckman 

55% 

5.89 

6.34 

6.97 

9.9 

8.0 

28 

very  high 

Snap-On  Tools 

34Vs 

2.12 

2.89 

3.30 

14.2 

10.5 

10 

average 

Society 

32'/2 

4.53 

5.09 

5.71 

12.2 

5.7 

5 

very  high 

Sonat 

34 

5.20 

4.77 

5.11 

7.1 

6.7 

18 

high 

Sonoco  Products 

39 

3.08 

4.25 

4.86 

14.4 

8.0 

7 

high 

Sony  ADR 

15% 

0.55 

1.26 

1.54 

22.2 

10.1 

10 

averagf 

South  Carolina  Electric  &  Gas 

22!k 

2.29 

2.54 

2.63 

3.5 

>    8.5 

11 

high 

Southeast  Banking 

26 

3.01 

3.40 

3.87 

13.8 

6.7 

11 

averagi 

Southern  California  Edison 

21% 

3.11 

3.14 

3.26 

3.8 

6.6 

20 

high 

Southern  Co 

17'/2 

2.67 

2.82 

2.89 

2.5 

6.1 

17 

averagt 

Southern  Indiana  Gas  &  Elec 

31 V* 

4.28 

4.48 

4.59 

2.5 

6.8 

13 

high 

a:  Actual.     NM:  Not  meaningful. 

Source:  Institutional  Brokers  Estimate  System  (IBES).  a  sertice  of  Lynch,  Jones  &  Ryan  lia 

Micro/Scan  Data 

on  diskette  from  Isys  Corp 
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Out  of  this  worldly. 
Grand  Marnier.^ 


For  gift  delivery  anywhere  call 


8-6148  (except  where  pr 

iy80p 


INTRODUCING  THE 
16-VALVE,  INTERCOOLED  SAAB  TURBO 


IN  ANY  OTHER  CAR,  THIS  MUCH  POWEF 
WOULD  BE  IRRESPONSIBLE. 


Remember  muscle  cars? 
"Getting  rubber"?  "Slam 
shifting"?  "Blowing  someone's 
doors  off? 

Screech.  Graunch.  Whoosh. 
The  golden  songs  of  a  golden 
era.  Tributes  to  the  prodigality 
of  power  in  the  hands  of  im- 
petuous youth.  Redolent  of  nos- 
talgia. And  like  many  things 
nostalgic,  out  of  place  in  the 
present. 

Now  that  gas  is  back,  so  is 
muscle.  Only  today,  you  have  a 
choice.  You  can  once  again  buy 
a  car  that  uses  it  frivolously. 

Or  you  can  buy  the  Saab 
900  Turbo. 

The  new  16- valve,  inter- 
cooled  Saab  Turbo  engine  is 
fuel-efficient,  like  the  first  and 
second  generation  Saab  turbo- 
charged  engines  that  preceded 
it.  While  being  considerably 
more  powerful  at  the  same 
time. 

Having  four  valves  per 
cylinder  (with  dual-overhead 
camshafts)  helps  the  new  Saab 
Turbo  engine  inhale  and  exhale 
easier.  It  enables  the  spark 
plug  to  be  located  at  the  center 
of  the  hemispherical  combus- 
tion chamber. 

In  strictly  practical  terms, 
this  means  combustion  is  more 
complete  and  efficient.  So  com- 
pression can  be  raised  without 
raising  the  octane  of  the  fuel 
needed  to  achieve  it. 

Increased  compression 


means  better  throttle  response. 
With  no  penalty  in  fuel  economy. 
Both  mean  greatly  increased 
driving  enjoyment. 

Intercooling  lowers  the  tem- 
perature of  the  air  mass  com- 
pressed by  the  turbocharger. 
Which  means  boost  can  be 
increased  (it  has)  and,  along 
with  it,  power  (it  has  too). 

The  intercooling  and  16- 
valve  head  combine  to  produce 
the  kind  of  mid-range  torque 
you  may  remember  from  the 
halcyon  days  of  the  muscle  car. 


1985  SAAB  PRICE  LIST* 

9003-door $11,850 

900  4-door $12,170 

900S  3-door $15,040 

900S4-door $15,510 

Turbo  3-door $18,150 

Turbo  4-door $18,620 

Automatic  transmission  $400  additional. 


But,  unlike  the  power  of 
yesteryear,  the  power  of  the 
Saab  Turbo  has  been  harnessed 
to  be  of  maximum  practical 
advantage  in  a  real  world. 

How  to  put  power  to 
its  best  use. 

Making  a  car  go  faster  used 
to  entail  nothing  more  complex 
than  squeezing  into  it  the  largest 
engine  and  carburetors  that 
would  fit. 

With  steering  that  was 
often,  to  be  charitable,  a  bit 
vague.  Tiny  drum  brakes.  A 
chassis  that  was  nothing  if  not 
flexible. 


And  a  body  that  had  little 
crashworthiness  going  for  it 
other  than  sheer  mass. 

Saab  thinks  other  things 
should  precede  power  before 
can  be  put  to  responsible  uses 

First,  you  should  build  a 
body  that  is  not  only  rigid,  but 
safe. 

Under  that,  you  should  pu 
the  best  shock  absorbers  avai 
able  (gas  filled)  so  the  power  I 
can  be  transmitted  to  the  roac 
no  matter  what  kind  of  road  it 
transmitted  to. 

The  brakes  should  be  moi 
than  equal  to  the  power  they'i 
meant  to  hold  in  check.  Four-i 
wheel  disc  brakes. 

These  brakes  should  ride 
within  wheels  and  tires  capab 
of  resolute  traction.  Light-allo 
15"  wheels  with  low  profile, 
high-performance  radials. 

Steering  should  be  precise 
channeling  power  towards  its 
proper  course. 

And  power  should  be 
transmitted  through  the  front 
wheels,  where  it  can  do  the 
most  practical  good. 

All  these  things  make  a 
Saab  the  perfect  environment 
for  an  engine  like  the  inter- 
cooled,  16-valve  Turbo  engin< 
being  introduced  in  1985. 

Of  course,  if  you  look  for 
them,  you  will  find  more  powe 
rul  cars  on  the  market. 

But  none  that  use  their 
power  so  wisely  or  as  well. 


*  Manufacturer's  suggested  retail  prices.  Not  including  taxes,  license,  freight,  dealer  charges  or  options.  There  are  a  limited  number  of  turbo  models  available  with  Saab's  i 
Appointments  group,  which  includes:  leather  upholstery,  fog  lights,  and  electric  sunroof,  at  additional  cost. 
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How  analysts 

see  1985  earnings 

Company 

Recent 
price 

%  change 

1985  vs.  1984 

estimates 

1985  estimate 
number  of 
analysts 

1983 

1984 

estimate 

1985 

P/E 

confidence 
factor 

Southern  New  England  Tel 

337/s 

$3.96 

$4.15 

$4.46 

7.5% 

7.6 

11 

very  high 

Southland  Corp 

31 

3.17 

4.10 

5.03 

22.7 

6.2 

10 

low 

Southland  Royalty 

15 

1.11 

0.78 

0.98 

25.6 

15.3 

16 

low 

Southwest  Airlines 

17% 

1.44 

1.76 

2.24 

27.3 

7.9 

18 

low 

Southwest  Bell 

66 

8.50 

8.87 

9.48 

6.9 

7.0 

27 

high 

Southwestern  Energy 

24 'A 

1.58 

2.16 

2.49 

15.3 

9.7 

8 

very  high 

Southwestern  Public  Svc 

21 

2.36 

2.47 

2.60 

5.3 

8.1 

13 

high 

Sovran  Financial 

36'/g 

4.12 

4.66 

5.24 

12.4 

6.9 

9 

high 

Spectra-Physics 

25'/8 

0.22 

1.01 

1.92 

90.1 

13.1 

9 

low 

S  perry 

36^8 

4.17 

5.17 

6.12 

18.4 

5.9 

11 

average  ' 

*N 

Earnings  at  Merrill  Lynch  should  be  more  than 
$2  next  year.  That's  an  increase  of  over  150%, 
but  barely  half  the  firm's  1982  record. 

Springs  Industries 

31% 

4.15 

4.53 

5.26 

16.1 

6.0 

7 

high 

Square  D 

37% 

2.22 

3.56 

4.21 

18.3 

9.0 

12 

high 

Squibb 

47 

3.31 

3.69 

4.21 

14.1 

11.2 

29 

very  high 

AE  Staley  Mfg 

19 

0.47 

1.31 

2.75 

109.9 

6.9 

16 

low  1 

Standard  Brands  Paint 

18% 

1.68 

1.97 

2.28 

15.7 

8.2 

12 

average  1 

Standard  Microsystems 

20 

0.74 

1.29 

1.72 

33.3 

11.6 

6 

low 

Standard  Motor  Products 

16'/8 

1.60 

1.94 

2.31 

19.1 

7.0 

7 

high 

Standard  Oil  of  Indiana 

59'/8 

6.39 

7.45 

8.28 

11.1 

7.1 

32 

high 

Standard  Oil  of  Ohio 

46 

6.14 

6.93 

7.66 

10.5 

6.0 

30 

very  high 

Stanley  Works 

26'/s 

1.92 

2.60 

3.00 

15.4 

8.7 

10 

average 

State  Street  Boston 

38  Vi 

4.45 

4.96 

5.44 

9.7 

7.1 

8 

average 

Stauffer  Chemical 

17% 

-0.28 

1.21 

2.09 

72.7 

8.4 

23 

low 

Sterling  Drug 

27'/s 

2.24 

2.42 

2.66 

9.9 

10.2 

30 

high 

IP  Stevens 

16'/4 

1.09 

1.27 

1.94 

52.8 

8.4 

9 

very  low 

Stone  Container 

31 

-0.31 

2.97 

5.88 

98.0 

5.3 

10 

low 

Stop  &  Shop  Cos 

47V4 

4.73 

5.11 

5.78 

13.1 

8.2 

5 

very  high 

Storage  Technology 

5% 

-0.28 

-0.07 

1.28 

NM 

4.2 

11 

very  low 

Storer  Communications 

401/2 

-2.42 

-0.87 

1.04 

NM 

38.9 

14 

very  low 

Stratus  Computer 

9'/2 

0.13 

0.27 

0.49 

81.5 

19.4 

10 

low 

Stryker 

20% 

1.16 

1.40 

1.68 

20.0 

12.4 

11 

very  high 

Subaru  of  America 

103  V» 

8.17 

9.83 

12.08 

22.9 

8.5 

8 

average 

Sun  Co 

49 

3.78 

4.80 

5.26 

9.6 

9.3 

24 

high 

Sundstrand 

427/s 

2.42 

3.66 

5.07 

38.5 

8.5 

13 

high 

Sunshine  Mining 

9% 

0.22 

0.21 

0.38 

81.0 

26.0 

6 

very  low 

Super  Valu  Stores 

29'/i 

2.08 

2.37 

2.77 

16.9 

10.6 

6 

high 

Supermarkets  General 

28% 

2.22 

2.77 

3.29 

18.8 

8.7 

8 

high 

Swift  Independent 

23% 

4.40 

2.14 

3.74 

74.8 

6.4 

7 

very  low 

Systematics  Inc 

14 

0.56 

0.73 

0.94 

28.8 

14.9 

7 

high 

Systems  &  Computer  Technology 

26 

0.57 

0.81 

1.13 

39.5 

23.0 

9 

high 

TDK  Corp  ADS 

42'/s 

2.11 

2.54 

2.97 

16.9 

14.2 

5 

very  high 

TRW 

70 

5.24 

6.80 

7.81 

14.9 

9.0 

17 

high 

a:  Actual.     NM:  Not  meaningful. 

Source:  Institutional  Brokers  Estimate  System  fIBES),  a  service  of  Lynch.  Jones  &  Ryan  via  Micro/Scan  Data 

on  diskette  from  Is\s  Corp 
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What  are  you  doing 
for  the  next  100  years? 


We  know  what  we'll  be  doing. 

We'll  be  building  the  machines  that  move  the 
roducts  of  industry  and  grow  food  for  the 
uman  race. 

And  whether  those  machines  have  wheels, 
rings,  turbines  or  laser-induced  fusion  power; 
re'll  be  making  them,  selling  them,  and  back- 
lg  up  the  customers  who  put  them  to  work. 

We  know,  because  that's  exactly  what  we've 
een  doing  for  the  past  150  years.  We  made  a 
Dmmitment  to  our  customers  that  we  revere 
s  a  declaration  of  purpose.  It's  a  promise  that 
tands  apart  from  guarantees  and  warranties, 
ecause  this  commitment  is  an  attitude  that 
ever  expires. 


We  simply  say  that  we  will  do  everything 
in  our  power  to  help  our  customers  succeed  in 
their  businesses.  Sometimes  the  help  we  offer 
is  a  detailed  computer  analysis  of  a  customer's 
maintenance  facilities  that  can  make  the 
difference  between  a  trucker's  profit  and  loss. 
Sometimes  it's  staging  an  agricultural  equip- 
ment clinic  for  friends  and  neighbors,  with 
movies,  refreshments  and  real  tips  from 
company  experts  on  preventive  maintenance, 
and  now  to  increase  efficiency  in  the  field. 

It's  all  part  of  a  commitment  we  and  our 
dealers  have  honored  since  we  began.  And,  as 
far  as  everyone  at  International  Harvester  is 
concerned,  the  commitment  is  forever. 


The  commitment  is  forever. 


How 

analysts 

see  1985  earnings 

Company 

Recent 
price 

r«™ 

innc    nor    tklro 

%  change 

1985  vs.  1984 

estimates 

P/E 

-1985  estimate — 

number  of      confidence 
analysts            factor 

1984                1985 
1983               estimates 

Tatt  Broadcasting 

61'/2 

$4.03 

S4.94 

$5.62 

13.8% 

10.9 

13 

average 

Tambrands 

58% 

4.59 

5.21 

5.84 

12.1 

10.0 

13 

very  high 

Tandem  Computers 

17'/8 

0.76 

0.85 

1.26 

48.2 

13.6 

23 

average 

Tandon 

65/8 

0.47 

0.84 

1.10 

31.0 

6.0 

18 

low 

TECO  Energy 

28% 

3.14 

3.41 

3.50 

2.6 

8.1 

15 

high 

Tektronix 

56% 

4.44 

5.59 

6.81 

21.8 

8.3 

10 

average 

Tele-Communications 

19% 

0.46 

0.51 

0.52 

2.0 

38.0 

7 

very  low 

Teledyne 

270% 

14.87 

20.91 

26.53 

26.9 

10.2 

8 

low 

Telepictures 

16 

0.93 

1.17 

1.51 

29.1 

10.6 

5 

average 

Telex 

33% 

2.48 

3.40 

4.05 

19.1 

8.3 

5 

average 

Tellabs 

13  >/4 

0.99 

1.15 

1.44 

25.2 

9.2 

7 

average 

Temple-Inland 

32  Vi 

1.99 

4.01 

5.30 

32.2 

6.1 

9 

low 

Tenneco 

37 

4.75 

5.58 

6.37 

14.2 

5.8 

24 

high 

Teradyne 

281/8 

1.08 

1.86 

2.44 

31.2 

11.5 

20 

average 

Texaco 

35% 

4.80 

5.00 

5.59 

11.8 

6.3 

31 

average 

Texas  Air 

8% 

-14.58 

0.97 

1.55 

59.8 

5.3 

6 

very  low 

Texas  American  Bancshares 

36% 

3.66 

4.39 

4.89 

11.4 

7.5 

7 

very  high 

Texas  Commerce  Bancshares 

425/s 

5.50 

5.96 

6.66 

11.7 

6.4 

21 

high 

Texas  Eastern 

31 'A 

2.98 

3.94 

4.42 

12.2 

7.1 

19 

average 

Texas  Instruments 

129% 

-6.09 

14.11 

16.13 

14.3 

8.0 

31 

average 

Texas  Oil  &  Gas 

21 

1.40 

1.68 

2.06 

22.6 

10.2 

29 

high 

Texas  Utilities 

257/s 

3.90 

4.19 

4.33 

3.3 

6.0 

24 

very  high 

Textron 

32% 

2.40 

3.16 

3.85 

21.8 

8.3 

9 

average 

Thermo  Electron 

19  Vi 

0.01 

1.14 

1.62 

42.1 

12.0 

8 

average 

Thomas  &  Betts 

32% 

1.74 

2.55 

3.12 

22.4 

10.4 

11 

average 

Thousand  Trails 

257/8 

1.14 

1.64 

2.12 

29.3 

12.2 

5 

average 

Tidewater  Inc 

21% 

0.08 

0.61 

1.32 

116.4 

16.0 

7 

very  low 

TIE/Communications 

10 

1.14 

0.91 

1.35 

48.4 

7.4 

10 

low 

Time  Inc 

43V4 

2.09 

3.30 

3.81 

15.5 

11.5 

21 

average 

Times  Mirror 

38% 

2.90 

3.30 

3.76 

13.9 

10.2 

16 

high 

Timken 

fo1'  5 

0.05 

5.57 

7.10 

27.5 

7.8 

5 

low 

Toledo  Edison 

17% 

3.50 

3.53 

3.49 

-1.1 

4.9 

7 

high 

Torchmark 

30% 

2.56 

2.96 

3.33 

12.5 

9.1 

15 

average 

Toys  "R"  Us 

48% 

1.62 

2.18 

2.79 

28.0 

17.5 

17 

high 

Tracor 

25% 

1.60 

2.03 

2.39 

17.7 

10.7 

12 

average 

Trans  World  Airlines 

9% 

-1.74 

1.28 

1.62 

26.6 

6.0 

13 

very  low 

Transamerica 

25% 

2.77 

3.17 

3.56 

12.3 

7.2 

12 

high 

Transco  Energy 

52% 

5.10 

5.46 

5.85 

7.1 

9.0 

19 

average 

Transworld  Corp 

28% 

1.29 

3.08 

3.66 

18.8 

7.9 

11 

low 

Travelers 

365/s 

4.08 

3.94 

4.40 

11.7 

8.3 

20 

low 

Triad  Systems 

10 

0.29 

076 

1.22 

60.5 

8.2 

10 

very  low 

Tribune  Co 

30% 

1.89 

2.37 

2.88 

21.5 

10.6 

8 

high 

Tucson  Electric  Power 

39% 

5.37 

4.95 

5.54 

11.9 

7.1 

13 

average 

Tyler  Corp 

29% 

1.88 

2.83 

3.68 

30.0 

7.9 

7 

low 

UAL 

405/s 

3.88 

6.54 

7.29 

11.5 

5.6 

15 

low 

USLIFE 

31% 

3.67 

3.70 

4.18 

13.0 

7.6 

13 

high 

a:  Actual     NM  Not  meaningful. 
Source 

Institutional  Brokers  Estimate  System  (IBES),  a  sertice  o/LyncI).  Jones  &  Ryan  via  Micro  Scan  Data 

on  diskette  from  Isys  Corp. 
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t  Checkout 
available  buildings 

with  one 


phone  call 


□  INDIANA 


□  KENTUCKY 


□  MICHIGAN 


□OHIO 

□WEST  VIRGINIA 


□VIRGINIA 


□TENNESSEE 


or  experts  have  everything  you 
;ed  to  know  about  all  the  avail- 
tie  buildings  in  portions  of  seven 
ites.  Suitable  buildings.  Vacant, 
id  for  lease  or  for  sale,  from 
iuthwestern  Michigan  to  north- 
tstern  Tennessee. 

We're  American  Electric 
>wer,  and  that's  our  service  area, 
rer  3000  communities,  from  ham- 
ts  to  major  metropolitan  areas, 
:h  in  talent  and  resources.  Hard- 


working, too.  We've  been  here  for 
a  long  time,  and  our  knowledge  of 
the  territory  is  yours  just  for  the 
asking. 

We're  not  real  estate  brokers. 
Our  only  interest  in  real  estate  is 
helping  you  out.  Our  interest  is  sup- 
plying you  with  electricity.  At  rates 
below  the  national  average.  AEP 
generates  more  kilowatthours  of 
electricity  than  any  other  investor- 
owned  power  company.  That 
means  you  can  be  assured  of  an 


abundant  supply  of  power  now  and 
far  into  the  future. 

Think  about  what  AEP  and 
our  service  area  in  Ohio,  Indiana, 
Michigan,  Virginia,  West  Virginia, 
Kentucky  and  Tennessee  have  to 
offer.  Then  think  about  your  needs 
and  give  Andy  Lowry  a  call  or 
write  him  at  1  Riverside  Plaza, 
Columbus,  Ohio  43215. 


(614)  223-2120 

We're  American  Electric  Power.  We're  also  Appalachian  Power, 

Columbus  and  Southern  Ohio  Electric,  Indiana  &  Michigan  Electric, 

Kentucky  Power,  Kingsport  Power,  Michigan  Power,  Ohio  Power,  and  Wheeling  Electric. 


9EAS  TO  LIGHT. 


% 


At  General  Electric,  we're  always  thinking  about  light  in  ways  no  one 
ever  has  before.  Keeping  our  minds  open  to  the  potential  of  new 
technologies.  And  turning  innovative  ideas  into  advanced  lighting 
products  that  can  help  your  business  work  more 
effectively  more  efficiently  more  profitably 
To  give  you  brighter  light,  GE  Precise  "display 
lamps  combine  the  brilliance  of  halogen  illumination 
with  a  compact,  multifaceted  reflector.  This  gives 
piT4e  you  extremely  accurate  control  of  a  crisp, 

bright  beam  of  light.  So  you  can  create  dramatic  visual 
impact  and  direct  people's  attention  precisely  where 
I       you  want  it.      To  give  you  better  color 

in  a  high-intensity  discharge  light  source,  GE 
[  ™       developed  the  Multi-Vapor® II  lamp.  It  gives 
you  the  same  kind  of  warm,  glowing  color 
as  incandescents,  but  with  far  greater  energy 
efficiency  With  its  advanced  electronic  design, 
the  Multi-Vapor  II  lamp  represents  a  whole  new 
generation  of  metal  halide  lighting. 
To  help  you  save  energy  GE  pioneered  the    Mu  w " 
development  of  high-efficiency  lamps  with  our  famous 
Watt-Miser™  products.  And  the  new  Watt-Miser™  Quartzline® 
lamp  is  a  perfect  example  of  how  GE  can  help  you  save 
energy  By  returning  its  heat  back  to  the  filament,  a  900-watt 
Watt-Miser  Quartzline  lamp  saves  you  600  watts  and  40% 
QuJlSiiJSirL'mp  in  energy  costs  compared  to  the  standard  lamp  it  replaces. 

These  arejust  a  few  of  the  many  bright  ideas  that  GE  can  bring 
to  light  for  your  business.  What's  more,  we  bring  the  knowledge,  the 
experience,  and  the  applications  expertise  to  determine  exactly  which 
bright  ideas  are  the  right  ones  for  you.  To  learn  more  about  the  latest  in 
GE  Lighting  Technology,  contact  your  local  GE  Lamp  Distributor. 
Or  call  GE  toll-free  800-626-2001,  Ext.  550. 


We  bring  good  things  to  life. 


\m 
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How  analysts  see  1985  earnings 


Company 


Recent 
price 


1983 


-Earnings  per  share 

1984  1985 


%  change 

1985  vs.  1984 

estimates 


P/E 


-1985  estimate 

number  of      confident: 
analysts  factor 


Ultrasystems 


18% 


$0.72 


$1.20 


$1.78 


48.3% 


10.6 


low 


Ungermann-Bass 


143/4 


0.10 


0.39 


0.76 


94.9 


19.4 


average 


Union  Camp 


34% 


2.73 


4.04 


4.83 


19.6 


7.2 


16 


average 


Union  Carbide 

48% 

3.11 

6.17 

7.40 

19.9 

6.6 

29 

low 

Union  Electric 

14% 

2.13 

2.60 

2.55 

-1.9 

5.8 

11 

average 

Union  Pacific 

39 

2.40 

4.05 

4.75 

17.3 

8.2 

17 

high 

Uniroyal 

14  Vt 

1.55 

2.45 

2.78 

13.5 

5.1 

6 

average  i 

United  Banks  of  Colorado 

IVA 

2.40 

2.93 

3.29 

12.3 

6.5 

5 

high 

United  Energy  Resources 

24% 

1.04 

3.26 

3.75 

15.0 

6.6 

15 

average 

US  Bancorp 

23% 

2.66 

3.06 

3.52 

15.0 

6.6 

14 

high  ; 

US  Gypsum 

61 

4.77 

11.44 

11.61 

1.5 

5.3 

8 

very  low 

US  Health  Care  Sys 

32>A 

0.37 

0.64 

1.11 

73.4 

29.1 

14 

average 

US  Home 

6% 

0.80 

-0.45 

0.15 

NM 

45.0 

11 

very  low 

US  Shoe 

26 

3.41 

2.93 

3.90 

33.1 

6.7 

14 

low 

US  Steel 

23% 

-12.07 

3.86 

5.49 

42.2 

4.3 

13 

very  low 

US  Surgical 

141/s 

-0.42 

1.09 

1.40 

28.4 

10.1 

6 

low 

US  Tobacco 

35% 

2.42 

2.87 

3.37 

17.4 

10.5 

13 

high 

United  Stationers 

23 

0.65 

0.99 

1.26 

27.3 

18.3 

6 

very  high 

United  Technologies 

38% 

3.78 

4.32 

4.99 

15.5 

7.7 

22 

high 

United  Telecommunications 

22 

2.61 

2.53 

2.74 

8.3 

8.0 

20 

low  > 

Unitrode 

28 

1.25 

1.66 

2.09 

25.9 

13.4 

7 

average 

Universal  Foods 

22  Vi 

2.91 

2.45 

2.96 

20.8 

7.6 

7 

high, 

Universal  Health  Services 

11% 

0.70 

1.04 

1.35 

29.8 

8.7 

6 

average 

Unocal 

38% 

3.60 

4.16 

4.61 

10.8 

8.3 

32 

high. 

Upjohn 

56 

5.28 

5.81 

6.12 

5.3 

9.2 

30 

average 

US  West 

65V4 

8.70 

8.89 

9.54 

7.3 

6.8 

29 

very  high) 

USAir  Group 

27  Vi 

3.00 

4.37 

4.94 

13.0 

5.6 

15 

average  i 

USF&G 

23% 

3.02 

1.99 

1.66 

-16.6 

14.4 

18 

very  low . 

Utah  Power  &  Light 

23% 

2.39 

2.43 

2.54 

4.5 

9.2 

13 

hign* 

Valero  Energy 

8% 

1.57 

0.13 

0.58 

346.2 

14.4 

6 

low 

Valid  Logic  Systems 

13% 

0.08 

0.46 

0.82 

78.3 

16.3 

13 

low 

Valley  National 

27% 

2.72 

3.57 

4.14 

16.0 

6.6 

13 

high 

Varian  Associates 

38 

1.97 

2.77 

3.59 

29.6 

10.6 

19 

high 

Veeco  Instruments 

21% 

1.05 

1.53 

2.06 

34.6 

10.3 

5 

average 

VFCorp 

23% 

3.64 

3.86 

4.20 

8.8 

5.7 

11 

average 

Viacom  Intl 

30  »/4 

2.14 

2.41 

2.90 

20.3 

10.4 

10 

average 

Vicorp  Restaurants 

18'/2 

0.85 

1.36 

1.83 

34.6 

10.1 

6 

low 

VLSI  Technology 

11V4 

-0.47 

0.39 

0.69 

76.9 

16.7 

7 

very  low 

Vulcan  Materials 

69 

4.69 

6.74 

8.45 

25.4 

8.2 

8 

low 

Wachovia 

25% 

2.76 

3.09 

3.45 

11.7 

7.5 

19 

high  1 

Wal-Mart  Stores 

41% 

1.40 

1.92 

2.49 

29.7 

16.6 

17 

average 

Walgreen 

40% 

2.27 

2.70 

3.21 

18.9 

"12.7 

14 

very  highi 

Jim  Walter 

17  Vi 

3.02 

3.96 

4.51 

13.9 

6.1 

14 

low 

Warnaco 

23  Vi 

2.80 

3.18 

3.71 

16.7 

6.3 

10 

average 

Warner  Communications 

19% 

-6.39 

-1.80 

1.33 

NM 

14.8 

18 

very  low 

a:  Actual.     NM:  Not  meaningful. 
Source 

Institutional  Brokers  Estimate  System  (IBESJ,  a  service  of  Lynch,  Jones 

&  Ryan  via 

Micro/Scan  Data 

on  diskette  from  Isys  Corp. 
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New  Calais  from  Oldsmobile. 

It's  the  quality  that  makes  an 
Olds  fleet  worth  owning. 


!  leet  buyers  expect  a  lot  of  the  fleet  cars  they  order. 

•v  scrutinize  them  very  carefully.  Unless  a  car  reflects 
p  standards  of  quality  and  value,  it's  no  sale, 
'hat's  why  the  1985  Calais  from  Oldsmobile  is  such  an 
!al  fleet  car.  Before  the  first  one  could  be  built,  the  way 
js  are  built  had  to  be  revolutionized. 
I  )bjective:  World  class  quality. 

j)ldsmobile  quality  combines  specially  trained  worker 
:ms,  computer-assisted  design  and  manufacture,  over 
')  robots  that  weld  and  paint  with  uncanny  precision, 
i  a  numerically  perfect  master  body  "cube"  which  is 

standard  for  every  Calais  built. 
Result:  A  fleet  car  with  world  class  quality,  smooth, 
A^ing  lines,  a  lustrous,  durable  multi-coat/high-gloss 


enamel  finish,  precisely  fitting  doors,  hood,  trunk  lid  and 
other  body  parts. 

Fleet  operators  will  find  its  meticulously  appointed 
interiors  inviting  and  comfortable  with  room  for  five. 
There's  the  sureness  of  front-wheel  drive  and  rack-and- 
pinion  steering,  too.  An  electronically  fuel  injected  2.5  liter 
L4  engine  is  standard.  A  3.0  liter  multi-port  fuel  injected  V6 
is  available. 

For  complete  information  about  the  1985  Calais,  see 
your  Olds  dealer,  your  Olds  area  fleet  manager  or  contact 
Director  of  Fleet  Sales,  Oldsmobile  Division,  Lansing, 
Michigan  48921. 

Oldsmobiles  are  equipped  with  engines  produced  at  facilities  operated 
by  GM  car  groups,  subsidiaries  or  affiliated  companies  worldwide. 


I    Robotgate.  The  Calais 
body  shell  is  enveloped 
by  the  robotic  welder 

D  CAM.  Computers  which  applies  the  welds 

ist  design  and  precisely. 

nufacture  every 

p  of  the  way. 


ELPO  Dip.  A  Calais  body  is  dipped 
into  a  12-foot  deep  and  40-foot  long 
anti- corrosion  bath. 


Bottom  Line.  The 


'    quality  that  makes 

Meticulous  Quality.       an  Olds  worth 


Finely  appointed  ownir 

interiors  for  five.  that  n 

Reclining  buckets,  value 
standard.             __ 


owning.  The  price 
that  makes  Calais  a 


m\  m 


There  is  a  special  feel 
in  an   jfl/i 


el  it  together. . .  buckle  up. 


How  analysts  see  1985  earnings 


Company 


Recent 
price 


1983 


-Earnings  per  share 

1984  1985 


%  change 

1985  vs.  1984 

estimates 


P/E 


-1985  estimate 

number  of      confide 
analysts  facto 


Warner-Lambert 


31 1/4 


$2.51 


$2.83 


$3.18 


12.4% 


9.8 


30 


veryh  II 


Washington  Fed  S&.L  Assn  of  Seattle 


25 'A 


4.08 


4.82 


5.03 


4.4 


5.0 


Washington  Post 


4.82 


5.87 


6.81 


16.0 


11.9 


12 


Waste  Management 


43', 


2.50 


3.04 


3.69 


21.4 


11.7 


10 


Watkins-Johnson 


24% 


1.50 


.81 


2.22 


22.7 


11.1 


15 


WD-40 


19'/4 


1.07 


1.30 


1.51 


16.2 


12.7 


Del  E  Webb 


19% 


0.81 


1.63 


2.07 


27.0 


9.5 


Wells  Fargo 


43 '/. 


6.03 


6.60 


7.45 


12.9 


5.8 


18 


Wendy's  International 


18% 


1.01 


1.25 


1.48 


18.4 


12.4 


19 


West  Point-Pepperell 


373/4 


4.95 


5.60 


5.99 


7.0 


6.3 


11 


Western  Co  of  North  America 


-0.67 


-0.36 


0.48 


NM 


14.6 


18 


very  ] 


Western  Union 


195/8 


-2.78 


0.74 


1.28 


73.0 


15.3 


very  ] 


Westinghouse  Electric 


26% 


2.54 


3.01 


3.52 


16.9 


7.6 


very  h; 


Westmoreland  Coal 


19% 


1.91 


1.90 


2.45 


28.9 


8.1 


Westvaco 


38 


2.30 


4.28 


5.30 


23.8 


7.2 


15 


Weyerhaeuser 


28% 


1.36 


2.15 


2.89 


34.4 


9.8 


16 


very  I 


Whirlpool 


41 


4.58 


5.49 


5.89 


7.3 


7.0 


11 


aver; 


White  Consolidated  Inds 


29% 


3.17 


3.77 


4.50 


19.4 


6.6 


Whitehall 


21% 


3.05 


2.85 


3.50 


22.8 


6.1 


Whittaker 


19 


2.55 


2.95 


2.19 


-25.8 


very] 


Willamette  Industries 


30  Vi 


.46 


3.36 


4.47 


33.0 


6.8 


Williams  Cos 


29 


1.79 


4.56 


4.94 


8.3 


5.9 


14 


aver; 


• 


HJ  Wilson 


12% 


1.13 


1.16 


1.59 


37.1 


7.7 


1. 


Winnebago  Industries 


13% 


0.63 


1.18 


1.65 


39.8 


8.1 


Wisconsin  Electric  Power 


32% 


3.97 


4.15 


4.32 


4.1 


7.6 


21 


Wisconsin  Power  &  Light 


30% 


3.97 


3.93 


4.08 


3.8 


7.5 


14 


very  hi 


Wisconsin  Public  Service 


32 


3.89 


4.16 


4.24 


1.9 


7.5 


14 


Witco  Chemical 


32% 


3.48 


4.21 


4.79 


13.8 


6.8 


Wolverine  World  Wide 


13 


1.02 


1.28 


1.67 


30.5 


Woods  Petroleum 


213, 


1.15 


1.73 


2.20 


27.2 


9.7 


14 


Allis  Chalmers  is  a  company  that  analysts 

can't  agree  on.  Per-share  estimates  for 

1985  range  from  losses  of  $1  to  earnings  of  $2. 


FW  Woolworth 

35% 

3.72 

4.46 

5.09 

14.1 

7.0 

13 

a  vera 

WM  Wrigley  Ir 

58  W 

5.12 

5.61 

6.21 

10.7 

9.4 

8 

very  hi 

Wyle  Laboratories 

13'/8 

1.05 

1.81 

2.15 

18.8 

6.1 

6 

avera 

Wyman-Gordon 

29% 

2.41 

2.03 

3.09 

52.2 

9.6 

7 

l( 

Xebec 

8% 

0.39 

1.07 

1.54 

43.9 

5.7 

6 

1. 

Xerox 

36V4 

4.42 

4.08 

5.14 

26.0 

7.1 

15 

I( 

Xicor 

10% 

-0.84 

0.40 

0.81 

102.5 

13.4 

8 

very  lc 

Xtra 

26  Vi 

1.51 

3.24 

4.46 

37.7 

5.9 

5 

avera  j 

Yellow  Freight  System 

31 

3.46 

3.49 

4.14 

18.6 

7.5 

17 

avera 

Zapata 

18 

2.45 

1.42 

1.67 

17.6 

10.8 

18 

very  lc 

Zayre 

46 

3.34 

3.95 

4.62 

17.0 

10.0 

11 

avera 

Zenith  Electronics 

25% 

2.26 

2.88 

3.50 

21.5 

7.3 

6 

avera 

a:  Actual.     NM:  Not  meaninglul 

Source  Institutional  Brokers  Estimate  System  (IBES),  a  service  of  Lynch,  Jones  &  Ryan  via  Micro/Scan  Data  on  diskette  from  Isys  Cot 
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OFFICE 

AUTOMATION: 


pDUCTIVITY: 

at  does  it  mean? 

I 

.lost  people  have  a  general  idea  of 
it  "productivity"  is,  at  least  to  the 
»nt  that  they  know  if  they  are 
)ducmg"  or  not.  More  specific  at- 
pts  at  definition,  however  quickly 
ak  down.  In  discussing  the  definition 
roductivity,  Alvm  Toffler  said,  "...it  is 
,  of  the  spongiest,  and  one  of  the 
St  treacherous  of  economic  con- 
ts." 


0 


We  want  workers  to  be  more  pro- 
ductive. We  want  to  live  more 
productive  lives.  But  how  do  we  quan- 
tify productivity?  How  does  technology 
assist  us  in  achieving  productivity  gains? 

Hundreds  of  articles  have  been  writ- 
ten in  attempts  to  answer  these 
questions,  indicating  not  only  a  piqued 
curiousity  but  also  that  we  still  do  not 
have  a  perfect  formula. 

This  special  supplement  on  produc- 
tivity through  integration  will  address 
these  issues. 


HI 


Driving  forces  for  office 
integration 

Various  sociological,  economic  and 
technological  forces  are  encouraging  the 
development  of  office  information 
systems  (OIS).  There  are  53  million 
white-collar  workers  in  the  United 
States  today,  accounting  for  about  75 
percent  of  office  payroll  costs.  Under- 
standably, companies  are  eager  to  make 
these  workers  more  productive.  At  the 
same  time,  the  clerical  and  secretarial 
segment  of  the  work  force,  the  tradi- 
tional users  of  office  automation  (OA) 
equipment,  is  decreasing  in  size.  Rapid 
advancement  in  microprocessor 
technology  will  bring  electronic  tools  to 
white-collar  workers,  enabling  them  not 
only  to  dramatically  improve  their  pro- 
ductivity, but  to  "do  it  their  way."  The 
so-called  "workstation  revolution,"  a 
major  feature  of  the  integrated  office,  is 
just  beginning  to  pick  up  steam.  Though 
only  one  in  20  white-collar  workers 
now  has  a  workstation,  as  we  head  into 
the  1990s  businesses  will  be  able  to 
provide  every  knowledge  worker  with 
some  type  of  workstation  in  a  multi- 
function environment  that  will 
encompass  the  applications  of  word 
processing  (WP),  data  processing  (DP), 
image  processing  and  transmission, 
electronic  mail,  reprographics,  facsimile, 
local  area  networks  (LANs)  and  private 
branch  exchanges  (PBXs). 


Information  acces 

Due  to  the  plethora  of  workstations 
being  installed,  users  are  demanding 
information  access,  so  resource  sharing 
is  increasingly  becoming  a  requirement. 
U.S.  businesses  are  seeking  communica- 
tions solutions  to  their  office  automation 
problems.  Concurrently,  companies  ex- 
pect installation  of  OIS  and  office 
communications  equipment  to  produce 
tangible  productivity  gains.  According  to 
projections,  there  will  be  62  million 
white-collar  workers  in  a  total  U.S. 
workforce  of  116  million  by  1990.  It  is 
also  forecast  that  the  penetration  of 
personal  computers  into  the  white-col- 
lar work  force  in  the  United  States  will 
be  at  least  50  percent  by  1 990. 

Today's  offices  have  a  real  need  to 
achieve  integration.  Driven  by  the  im- 
plementation of  electronic  mail  systems 
and  the  need  to  share  common  infor- 
mation on  a  departmental  basis,  users 
are  planning  systems  that  acess  corpo- 
rate databases.  Although  the  current 
low  connectivity  of  multivendor  equip- 
ment is  slowing  the  trend  to  integrate 
the  offices,  off  ce  workstations  will  need 
ever-increasing  data  transmission  rates 
in  the  future. 

OIS  environmental  barriers 

There  are  many  environmental  barri- 
ers to  OIS.  Today's  limitations  include 
unclear  standards  for  office  systems  and 
telecommunications,  a  LAN  market 
which  is  characterized  by  more  publicity 
than  successful  users  and  the  lack  of 
viable  office  networking  solutions.  IBM's 
recent  announcement  of  office  wiring, 
which  was  expected  to  be  its  token  ring 
LAN,  has  been  a  disappointment,  delay- 
ing LAN  implementation  for  the  many 
users  but  giving  a  near-term  boost  not 
only  to  AT&T  but  also  to  promoters  of 
the  Ethernet  standard. 

Perhaps  the  greatest  barrier  to  OIS 
implementation  in  U.S.  corporations  is 
the  current  fractionalized  decision-mak- 
ing within  organizations.  Most  users  are 
unsure  of  what  steps  will  occur  next  in 
the  evolution  of  OIS.  Applications  to  be 
addressed  have  not  been  clearly  identi- 
fied, and  there  is  a  bewildering  array  of 
new  technologies.  Generally,  there  are 
too  many  alternatives  available  and  too 
many  directions  in  which  to  move. 
Executive  leadership  is  needed  to  inte- 
grate diverse  disciplines  which  are  being 
integrated  by  technologies. 
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Organizational  changes 

Obtaining  the  benefits  of  OIS  will 
necessitate  a  change  in  organizational 
structure,  in  addition  to  installation  of 
new  off  ce  hardware  and  software.  Tr; 
ditional  departmental  segmentation  wi 
have  to  be  changed  in  order  to  reap  tr 
benefits  of  OIS.  In  addition,  a  consister 
user  interface  will  be  required  to  ease 
the  burden  of  training  and  implements 
tion. 

Managers  and  professionals  will  be 
the  primary  targets  for  OIS  over  the 
next  five  years,  and  access  to  multiple 
information  sources  will  broaden  their 
functional  role.  Information  access  will 
enable  "collaborative"  efforts  to  be  ac- 
complished by  a  single  user;  thereby 
increasing  user  productivity  In  additior  ] 
information  flow  and  data  resource 
sharing  will  expand  the  performance  c 
an  organization,  producing  higher 
quality  work.  Overall,  personal  com- 
puters will  continue  to  be  exploited  at 
an  exponential  rate  by  the  man- 
ager/professional user  group. 

Personal  computers  are  the  forerur 
ner  of  current  and  future  generations  < 
multifunction  workstations.  A  multifur 
tion  workstation  will  support: 

•  Word  processing 

•  Data  processing 

•  Personal  computing 
Telecommunications  processing,  ne 

working  and  communication 
technologies  will  provide  the  vehicle  fc 
access  and  flow  of  information  to  and 
from  the  workstation.  Communicatior 
therefore  will  be  the  single  most  impo 
tant  element  of  a  successful  OIS 
strategy.  It  will  unlock  the  potential  of 
the  multifunction  workstation  by 
providing  access  to,  and  a  flow  of  infc 
mation  throughout,  the  organization. 
This,  in  turn,  will  affect  the  process  by 
which  business  decisions  are  made  in 
U.S.  offices. 

Peer-to-peer  communications  will  t 
necessary  between  workstations  anc 
peripherals  and  will  have  a  message 
orientation.  Information  transmission  i 
the  least  cost  with  maximum  func- 
tionality Will  be  a  primary  evaluation 
criteria;  because  of  this,  data  will  not  b 
fully  integrated  with  voice  until  the 
1990s. 

Today's  technology  will  be  sufficient 
for  interoffice  voice  and  data  commur 
cations  requirements  well  into  the 
1990s.  The  viability  of  technology  will 
generally  lead  implementation,  and  ov  < 
the  next  five  years  we  will  be  working  | 
an  environment  where  the  new 
technology  will  be  leading  vendor  and  I 
user  implementations  in  the  office  are   < 


xT^ 


Now  I  can  say 
WI  need  that  proposal  before  lunch  " 

and  get  it! 


To  make  critical  decisions,  I 
need  information  and  I  need  it 
right  away.  Digital's  ALL-IN-1™ 
system  speeds  up  the  flow  of 
information  throughout  my 
department  and  cuts  our 
administrative  work  in  half. 
And  it  gives  my  staff  the  tools 
they  need  to  do  the  jobs  they 
were  hired  to  do  more  effec- 
tively. That's  what  Digital 
means  to  me. 

What  can  an  ALL-IN-1  interactive 
business  system  from  Digital  mean 
to  you? 

This  powerful  combination  of 
Digital's  hardware  with  ALL-IN-1  soft- 
ware built  in  can  take  the  panic  out 
of  crash  deadlines.  Help  all  your 
employees  be  more  creative,  and 
more  productive.  And  give  you  more 
information  faster— so  even  your 
snap  decisions  become  well 
considered  ones. 

Digitals  ALL-IN-1  system  has  more 
advanced  features  than  any  of  its 
competitors.  Which  is  why  more 
businesses  choose  it  than  any  other 
product  of  its  kind. 


The  Missing  Link. 

Digital's  ALL-IN-1  system  can  link 
specific  tasks— like  financial  analysis 
or  sales  forecasting— with  general 
office  tasks— like  word  processing 
and  filing— to  meet  a// the  computing 
needs  of  people  in  a  wide  variety  of 
industries  and  departments.  Includ- 
ing banking,  manufacturing,  govern- 
ment, finance,  sales,  and  more. 

This  valuable  linkage  can  help  you 
and  your  people  respond  faster  to  all 
kinds  of  problems  and  opportunities 
—both  the  expected  and  the 
unexpected. 

Think  Big,  Start  Small. 

Because  Digital  has  the  broadest 
range  of  flexible,  compatible 
computers  in  the  world,  you  can 
start  today  with  only  the  technology 
you  need  today.  Later,  when  your 
needs  change,  you  can  add  on,  or 
adapt,  without  throwing  out  your 
original  system  or  retraining  your 
people. 

In  other  words,  you  can  think  big 
but  start  small. 


In  fact,  Digital's  systems  are  so 
flexible  they  can  even  work  together 
with  computers  made  by  our 
competitors. 

Money-back  Guarantee. 

What  else  could  you  ask  for— a 
guarantee?  We've  got  that  too.  In  fact, 
Digital  offers  the  only  money -back 
guarantee*  in  office  automation. 

You  won't  get  that  from  the  worlds 
largest  computer  manufacturer.  But 
it's  the  kind  of  treatment  businesses 
have  come  to  expect  from  the 
second  largest— Digital  Equipment 
Corporation. 

For  more  information  on  what 
Digital  can  mean  to  you,  simply  fill  in 
the  attached  card  and  drop  it  in  the 
mail.  Or,  write  to  us  at  Digital 
Equipment  Corporation,  Media 
Response  Manager  (CF01-1/M94), 
200  Baker  Avenue,  Concord,  MA 
01742.  If  you  prefer,  you  can  call  us 
toll-free  at  1-800-DIGITAL,  EXT.  188. 
We'll  send  you  a  free  information 
packet. 

1-800-DIGITAL,  EXT.  188 


That! s  what  Digital  means  to  me. 


'4-month  guarantee  period 
software  All  return  costs  are 


begins  date  product  is  shipped  from  Digital,  and  is  valid  only  with  purchase  and  use  of  Digital's  parts,  services,  hardware  and 
re  assumed  by  the  customer  ALL-IN-1  is  a  trademark  of  Digital  Equipment  Corporation,  ©  1984  Digital  Equipment  Corporatio 
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However;  due  to  the  current  lack  of 
communications  standards  and  the 
present  installed  base  of  analog  PBXs  in 
the  United  States  (over  90  percent  of 
the  installed  base  is  analog)  and  the  past 
history  of  separate  (until  now)  evolution 
of  the  computing  and  communications 
industries,  the  time  period  between 
now  and  1 990  will  be  a  painful  transi- 
tion. The  development  of  the  integrated 
office  will  be  hindered  by  these  trends. 
Due  to  the  lack  of  cost-effective  inte- 
grated voice  and  data,  separate 
voice/data  office  systems  are  expected 
to  remain  well  into  the  1990s.  During 
this  time,  intelligent  workstations  will  be 
supported  by  LANs  and/or  work- 
group computers.  The  PBX  will  be  best 
suited  for  communications  connections 
between  non-intelligent  terminals  and 
for  voice  switching. 

Why  productivity  concerns? 

With  the  technology  that  is  available 
today,  we  are  certainly  far  more  ad- 
vanced than  we  were  even  five  years 
ago — so  why  are  we  so  concerned 
about  productivity? 

Primarily  because  our  complex  en- 
vironment is  driving  us  to  it.  Decisions 
have  to  be  made  in  a  shorter  period  of 
time,  and  the  data  needed  for  decisions 
must  be  better  analyzed  and  based  on 
up-to-date  information.  From  a  com- 
petitive standpoint,  corporations  are 
concerned  with  the  quality  and  cost  of 
labor;  shortening  product  development 
cycles  and  exploiting  internal  systems  to 
a  competitive  advantage.  On  top  of  this 
is  the  pressure  to  comply  with  govern- 
ment regulations  and  react  swiftly  to 
economic  downturns.  All  of  these  fac- 
tors propel  organizations  to  seek 
productivity  improvements. 

Attempts  at  productivity  measure- 
ment guidelines  have  been  made  by 
various  firms,  but  the  most  comprehen- 
sive in  scope  was  conducted  by  Booz 
Allen  &  Hamilton  in  1981.  This  landmark 
study  set  out  to  determine  the  possible 
benefits  of  improved  U.S.  white-collar 
worker  productivity  that  could  be 
achieved  by  new  office  automation 
technology.  Results  of  the  study  have 
been  made  known  publicly.  Noting  that 
more  than  a  trillion  dollars  was  spent  for 
salaries  and  support  of  white-collar 
workers  in  1982,  Booz  Allen  studied  so- 
called  "knowledge  workers"  to  deter- 
mine how  they  spend  their  work  days 
and  whether  the  enhancements  of  of- 
fice automation  could  make  them  more 
productive.  Knowledge  workers  were 
defined  as  those  who  manage,  analyze, 
market  and  provide  creative  thrust  in 


Sonic  Boom  at  Metropolitan  Life 

Metropolitan  Life  Insurance  Execu- 
tive Vice  President  Pierre  Maurer 
remembers  when  the  company  was 
concentrating  less  on  the  quality  of  its 
product  than  it  was  on  keeping  its 
extensive  field  force  up  to  date  and 
competitive.  Part  of  the  problem  was 
the  enormity  of  the  middle-income 
market  Metropolitan  Life  has  chosen  as 
its  target,  and  the  unwieldy  mass  of  data 
accompanying  it  which  needed  to  be 
both  accessible  and  manipulatable  by 
the  Metropolitan  Life  sales  and  support 
people. 

In  order  to  improve  its  insurance 
through  a  broader  range  of  policy  op- 
tions as  well  as  to  gain  an  edge  on  its 
competition,  Metropolitan  Life  is  imple- 
menting a  computer  network  to  link  its 
1,100  geographically  dispersed  U.S.  re- 
gional sales  and  branch  offices.  The 
Sales  Office  Network  of  Intelligent 
Computers  or  SONIC,  as  it  is  called, 
consists  of  1,200  Honeywell  DPS  6/40 
minicomputers  and  3,000  Honeywell 
terminals,  plus  peripheral  equipment — 
the  largest  commercial  computer  net- 
work Honeywell  has  ever  installed.  In 
addition,  Honeywell  developed  an  inter- 
face to  IBM's  Systems  Network 
Architecture  (SNA),  affording  its  prod- 
ucts a  greater  depth  of  IBM 
compatibility,  and  further  increasing  the 
flexibility  of  the  SONIC  system. 

Since  the  installation  of  SONIC,  Met- 
ropolitan Life's  focal  sales  volume  has 
increased  by  over  50  percent,  with  only 
400  of  the  1,100  sales  offices  online  so 
far  The  remaining  locations,  as  well  as 
an  additional  150  sales  offices  in  Canada, 

U.S.  business.  Of  the  trillion  dollars,  it 
was  estimated  that  in  1982,  businesses 
would  spend  $600  billion  for  compen- 
sation of  knowledge  workers. 

This  one-year  study  was  conducted 
with  the  cooperation  of  1 5  represen- 
tative large  U.S.  organizations. 
Marketing,  purchasing,  finance,  design 
and  analysis  and  personnel  were  some 
of  the  functional  areas  studied.  Each 
company  was  involved  in  a  different 
type  of  manufacturing  or  service  busi- 
ness and  six  of  the  seven  manufacturers 
were  among  the  Fortune  Top  100  indus- 
trials. Aetna  Life  &  Casualty  and  the 
First  National  Bank  of  Chicago  typified 
the  size  and  diversity  of  the  eight  ser- 
vice businesses  that  were  analyzed. 

Five  categories  of  office  work  were 
considered  likely  candidates  for  auto- 
mation: 


are  expected  to  be  online  by  the  end  of 
the  year  SONIC  provides  sales  repre- 
sentatives, managers  and  administrative 
personnel  immediate  access  to  data 
which  previously  could  be  accessed  only 
by  mail,  and  provides  the  ability  to 
target  policyholders  by  chosen  criteria, 
such  as  age.  In  addition,  the  system 
provides  client  databases  specific  to 
each  sales  office,  as  well  as  providing 
policy  and  contract  case  examples. 
"SONIC  keeps  up-to-date  policyholder 
lists  and  produces  sales  letters... (and) 
also  lets  managers  compare  sales  results 
with  objectives.  Moreover,  its  electronic 
mail,  word  processing,  and  filing  fea- 
tures considerably  reduce  paperwork," 
states  Richard  Anderson,  assistant  vice 
president  of  insurance  information  ser- 
vices for  Metropolitan  Life. 

The  impact  of  the  SONIC  advantage 
on  sales,  even  down  to  the  signing  of  an 
individual  life  policy,  is  illustrated  by  an 
example  Executive  VP  Maurer  gives  of  a 
young  couple  leaning  toward  choosing  a 
one-year  life  insurance  policy  with  a 
lower  premium  rather  than  a  more 
expensive  "Universal  Life"  policy.  "Before 
they  arrived,"  Maurer  recalls,  "they 
had  almost  decided  to  buy  a  one-year 
term  policy  because  the  premium  was 
only  $14  a  month,  versus  $100  a  montl 
for  the  Universal  Life  premium.  An 
agent  ran  the  two  policy  proposals  on 
SONIC  while  the  couple  was  in  the 
office,  and  when  they  saw  the  long- 
range  benefits  offered  by  Universal  Lift 
they  decided  against  the  cheaper  one- 
year  term  and  opted  for  the  higher 

premium."  Anne-Marie  Berg 

•  Personal  processing — Interactive 
computer-assisted  writing,  editing, 
calculating  and  drawing,  including  ap 
plications  commonly  known  as  wor 
processing,  personal  computing  anc 
interactive  graphics. 

•  Activity  management — Systems  su> 
as  electronic  "tickler"  files  and  auto- 
mated task-project  management 
which»track,  screen  or  expedite 
schedules,  tasks  and  information. 

•  Information  retrieval — Computer-; 
sisted  recall  of  stored  information  ir 
the  form  of  data,  text,  graphics,  auc  j 
or  video. 


F  YOUR  OFFICE  IS  FULL  OF  MACHINES 

THAT  WRITE, 


YOU  NEED  ONE  THAT  READS. 


It's  called  the  Dest  WorkLess 

ation.™ 

It  reads  typewritten  informa- 

n  right  off  the  page. 

And  it's  fast. 

So  fast,  it  reads  and  transfers 

;ht  pages  into  your  office  com- 

ter*  in  two  minutes  flat. 

Which  is  quite  a  feat,  when  you 

nsider  it  would  take  two  hours 

keyboard  them  on  a  good  day. 

Once  you've  got  the  i  nf ormation 

o  the  system,  you  can  do  just 

out  anything  with  it. 

Including  word  processing. 


Electronic  filing. 

And  electronic  mail. 

With  the  Dest  WorkLess 
Station, your  people  can  spend 
less  time  feeding  information  into 
the  computer.  And  you  can  spend 
more  time  deciding  what  to  do 
with  the  results. 

Which  means,  the  answer  to 
greater  productivity  may  not  be 
another  writing  machine. 

Just  one  that  reads. 

For  more  information,  contact 
Mary  Thorpe  at  (800)  538-7582. 
In  California  call  (408)  946-7100. 
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Send  me  more  information  about 
the  Dest  WorkLess  Station. 


Name. 
Title- 


Company. 
Address— 

City 

Zip 


.State. 


.Phone  ft. 


My  office  computer  is  a. 


i  Dest  WorkLess  Station  is  compatible  with  word  processors  including  IBM,  Wang,  Digital,  Xerox,  Exxon, 
■  CPT  and  most  PC's.  WorkLess  Station  is  a  trademark  of  Dest  Corporation,    i  1984  Dest  Corporation 
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Mail  To:  Dest  Corporation 
1201  Cadillac  Ct,  Milpitas.  CA  95035 


•  Information  transfer — Electronic 
message  systems  in  the  form  of  key- 
boarded  characters,  facsimile 
messages  or  recorded  voice. 

•  Conferencing — Telecommunication 
systems  to  facilitate  human  interaction 
ranging  from  basic  telephony  to 
teleconferencing. 

For  all  these  systems,  the  assumption 
was  made  that  knowledge  workers 
could  employ  the  technology  directly  by 
means  of  easy-to-use  techniques,  such 
as  touching  display  screens,  manipulating 
multiaxial  control  levers  (joy  sticks  and 
mice)  and  by  having  the  system  recog- 
nize spoken  commands. 

The  study  revealed  that  no  work 
pattern  neatly  fit  all  levels  and  types  of 
U.S.  knowledge  workers.  It  found  that 
knowledge  workers  acted  much  dif- 
ferently from  the  classic  U.S.  model  of 
the  highly  systematic  professional  who 
plans,  organizes,  coordinates  and  con- 
trols. However  five  key  findings  have 
broad  managerial  implications. 

•  Many  workers  spend  less  than  half  of 
their  work  time  on  activities  directly 
related  to  their  function. 

•  The  subjects  studied  spend  25  per- 
cent of  their  work  time  on  "less 
productive"  activities. 

•  Meetings  in  person  and  by  telephone 
are  the  most  common  form  of  pro- 
fessional activity. 

•  Professionals  spend  an  average  of  21 
percent  of  work  time  in  document- 
related  activities  and  only  8  percent 
on  analysis. 

•  Most  knowledge  workers  would  like 
to  reshape  their  time  profiles. 
Study  results  suggested  adjustments 

in  organizational  structure,  ways  of 
strengthening  supervisory  effectiveness 
and  the  assignment  of  new  priorities 
(closely  linked  to  "critical  success  fac- 
tors"). The  study  concluded  that  within 
just  five  years,  knowledge  workers 
could  save  an  average  of  1 5  percent  of 
their  time  through  more  highly  auto- 
mated support.  Roughly  half  the  savings 
would  come  from  reducing  the  time 
spent  in  less  productive  activities.  The 
balance  would  result  from  selective  re- 
ductions in  certain  meetings,  analytical 
tasks  and  document  handling.  Not  all  of 
the  postulated  office  automation 
systems  would  be  equally  useful  in  all 
situations,  but  the  study  did  indicate  that 
office  automation  could  save  at  least  10 
percent  in  some  cases  and  in  other 
cases  more  than  30  percent  of  knowl- 
edge workers'  time. 
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In  addition  to  time  savings,  the  study 
identified  many  opportunities  to  raise 
the  quality  of  output.  Most  of  the 
qualitative  benefits  were  directly  linked 
to: 

•  Direct  timely  access  to  accurate 
product,  customer  and  internal  per- 
formance information,  primarily  by 
making  it  accessible  through  terminals 
or  other  types  of  automated  work- 
stations. 

•  Effective  intradepartmental  com- 
munications, mainly  through 
electronic  mail  systems. 

•  More  effective  interaction  with  cus- 
tomers, both  external  and 
intradepartmental,  through  higher 
quality  documents  and  faster  message 
systems. 

•  Adequate,  uninterrupted  time  for 
work  activities  most  directly  related 
to  functional  objectives,  by  taking  the 
time  saved  from  less  productive  ac- 
tivities and  reinvesting  it  in  high- 
priority  tasks. 

Because  of  the  promise  of  both  time 
savings  and  improved  work  quality, 
Booz  Allen  recommended  a  mix  of 
automated,  interdependent  office  ap- 
plications sufficient  to  justify  a  display 
terminal  for  80  percent  of  the  knowl- 
edge workers  studied  (to  be  installed) 
within  five  years  from  1982.  However  it 
concluded  (in  1982)  that  few  businesses 
were  likely  to  move  that  rapidly. 

Regarding  the  likely  acceptance  or 
rejection  of  offiGe  automation  by  knowl- 
edge workers,  it  was  found  that 
acceptance  varied  according  to  two  cri- 
teria: participants'  familiarity  with  the 
application  and  the  potential  for  reduc- 
tion of  less  productive  activities.  Those 
U.S.  workers  with  more  company 
tenure,  less  education  and  lower-level 

less  likely  to  be 
receptive  to  OA.  Surprisingly,  once  sep- 
arated from  tenure,  age  was  only  a 
minor  factor  in  OA  acceptance.  On  the 
basis  of  the  findings,  Booz  Allen  stated 
that  organizations  can  gain  maximum 
acceptance  of  off  ce  automation  among 
knowledge  workers  by: 

•  Using  OAto  reduce  less  productive 
time,  which  is  the  greatest  source  of 
dissatisfaction. 

•  Involving  users  in  planning  for  changes 
and  getting  their  opinions  early  when 
selecting  and  developing  new  auto- 
mated systems. 

•  Making  no  demands  for  universal  ac- 
ceptance, avoiding  personnel  shifts 
that  might  appear  to  reduce  support 
service  level,  beginning  with  familiar 
applications,  and  starting  with  inten- 
sive user  training. 


The  study  showed  that  there  were 
potential  obstacles  to  acceptance  of 
OA.  Many  middle  managers  complainei 
that  technology  seemed  to  get  outdatei 
too  fast  to  assure  a  payback.  Agreeing   ' 
with  the  rapidity  of  obsolescence  and 
the  incompatibility  of  various  makes  of 
OA  equipment,  Booz  Allen  concluded 
that  organizations  could  justify  OA 
systems  even  if  the  systems'  productive 
life  did  not  exceed  four  years.  It  pointei 
out  key  technologies  that  it  felt  held 
great  promise  for  improving  office 
work.  These  include: 

•  Large  vocabulary  speech  recognition 

•  Multiple-panel,  high-resolution  dis- 
plays 

•  Joining  personal  computers  with 
video  disk. 

In  its  case  studies,  Booz  Allen  recom 
mended  that  businesses  commit  an 
average  of  $8,200  per  professional,  in- 
cluding $6,000  each  for  new  office 
systems.  For  financial  analysis  purposes 
it  assumed  that  the  cost  of  new  office 
systems  would  be  amortized  as  a 
$1,500  annual  operating  expense  over- 
four  years.  The  remaining  one-time  oa 
of  $2,200  consisted  of  project  manage 
ment,  physical  renovation,  software 
development  or  acquisition  and  trainir 
The  estimated  annual  time-saving 
valued  in  terms  of  annual  compensatic 
was  $3,400  per  professional,  after  the 
initial  implementation  period.  To  be 
conservative,  it  did  not  factor  in  any 
salary  increase  over  the  initial  24  mont 
period.  It  found  a  net  annual  benefit  ol 
$  1 ,900  after  the  subtraction  of  $  1 ,500 
for  amortized  systems. 

On  this  basis,  the  average  post-impl 
mentation  payback  period  worked  oi 
to  a  14-15  month  period.  However  fo 
the  various  organizations  studied,  the 
figure  varied  from  three  to  48  month? 
In  more  demanding  financial  tests,  the 
capitalizing  of  all  new  office  systems 
costs  as  part  of  the  investment  base, 
there  is  an  average  return  on  invest- 
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WHEN  TOTAL  PERFORMANCE  IS  THE  ONLY  OPTION. 

The  IBM  PC-Compatible  Zenith  Z-100  PC's. 


Total  performance.  It's  a  must  for  United  Press  International,  in  reporting 
news  that  changes  the  face  of  the  world.  And  for  you,  in  handling  information 
that  changes  the  face  of  your  business. 

The  IBM  PC -compatible  Zenith  Z-100  PC's  deliver  that  total  performance, 
with  enhanced  features  that  include  greater  internal  expandability.  Storage 
that  can  expand  up  to  11  megabytes.  The  ability  to  run  virtually  all  IBM  PC 
software.  A  detached  keyboard  with  a  "smarter"  key  layout.  And  much  more. 

When  total  performance  is  the  only  option  for  you,  call  1-800-842-9000, 
ext.  1,  for  your  free  Z-100  PC  information  kit  and  the  name  of  your  nearest 
Zenith  Data  Systems  dealer. 
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Desktop  Z-!  SO  PC 


THE  QUALITY  GOES  IN  BEFORE  THE  NAME  GOES  ON. 


01984.  Zenith  Data  Systems 


For  the  Zenith  Data  Systems  dealer  nearest  you,  call  1-800-842-9000,  Ext. 


merit  of  4 1  percent. 

The  companies  studied  showed  that 
they  were  already  at  least  two  to  four 
years  behind  in  installing  available  office 
systems  (in  1981),  chiefly  because  they 
lacked  guidelines  for  measuring  the 
gains.  Booz  Allen  concluded  that  the 
key  to  justifying  office  automation 
would  seem  to  be  in  selecting  business 
indicators  that  best  describe  the  ex- 
pected results:  either  intended 
reduction  in  the  work  force  or  direct 
reinvestment  of  time  savings.  Nev- 
ertheless, the  study  concluded  that 
most  companies  studied  would  proba- 
bly not  install  many  interdepartmental, 
multiple-application  systems  until  the 
second  half  of  the  80s.  Even  then,  only 
highly  aggressive  businesses  would  have 
company-wide  installations  by  1990.  Be- 
cause patterns  of  professional  activities 
are  complex  and  dynamic,  any  attempt 
to  change  them  must  be  approached 
sensitively,  systematically  and  at  a 
controlled  pace. 


Productivity  begins 
at  the  workstation 


In  discussing  productivity  gains,  it  is 
important  to  focus  on  how  we  address 
the  needs  of  individual  workers  on  up 
through  the  enterprise — with  benefit  to 
both  the  user  and  the  corporation.  The 
business  environment  inside  some  of 
the  major  U.S.  computer  manufacturers 
is  proving  to  be  a  valuable  testing 
ground  and  source  of  knowledge  for 
the  intensive  use  of  personal  work- 
stations. The  education  gained  is 
providing  information  about  what  user 
needs  and  benefits  are  most  significant, 
and  is  shifting  attitudes  about  this 
evolutionary  step  in  information 
processing. 

Within  IBM's  Data  Systems  Division, 
there  is  widespread  adoption  of  the 
3270  Personal  Computer  (3270-PC), 
along  with  the  provision  of  an  IBM  PC 
for  use  at  home  (in  most  cases,  at  no 
cost  to  the  employee).  The  obligation  of 
the  IBM  worker  with  a  PC  at  home, 


Memorial  Hospital  improves  timeliness  through  increased  productivity 


The  radiology  department  of 
Memorial  Hospital  (Houston,  TX) 
needed  to  improve  its  services  to  the 
rest  of  the  hospital  staff.  This  was 
because  the  department's  input  and 
output  of  patient  reports  was  slow. 
After  the  department  automated  the 
report-generation  process,  the 
radiology  department  was  able  to 
input  and  access  reports  much  more 
quickly  and  accurately,  thus  allowing 
other  applications  within  the 
department  to  run  more  smoothly. 
Before  the  automated  system  was 
installed,  three  interrelated  areas  were 
performed  manually  and  were  highly 
labor  intensive: 

•  All  information  about  patients 
(historical  data,  visits,  x-ray  data, 
etc.)  was  typed  on  electric 
typewriters  and  filed  manually. 

•  Transcription  of  information 
dictated  from  doctors  and  nurses 
about  patients  was  also  typed  on 
electric  typewriters  and  filed 
manually. 

•  Retrieval  and  distribution  of  these 
files  was  thus  a  slow  and  laborious 
process. 

This  proved  to  be  an  unacceptable 
method  of  report  generation,  and 
backlogs  for  patient  and  doctor 
information  requests  were  terribly 
high.  This  added  to  the  frustration  of 
the  employees  in  the  department,  as 
they  were  working  as  fast  as  they 
could,  but  never  saw  even  a  brief 


respite  from  the  piles  of  information 
to  be  manually  input  and  retrieved. 

In  January  1982,  an  IBM  8100  system 
was  installed  to  handle  these 
input/output  steps.  Results  of  the 
automation  process  were 
tremendous: 

•  The  number  of  radiology  reports 
transcribed  increased  20 
percent-73  percent  per  person. 

•  The  average  number  of  overtime 
hours  decreased  by  82  percent. 

•  Reports  delivered  late  to  patients 
and  physicians  decreased  from  1 5  to 
zero  a  month. 

•  Before  the  system,  x-ray  reports 
were  delivered  to  patient  floors  at 
about  7:00  p.m.;  this  was  improved 
to  an  average  of  5:50  p.m.  delivery 
The  IBM  system  was  only  part  of 

the  productivity  improvement, 
however  The  system  implementation 
was  monitored  very  closely,  as  were 
the  individuals  involved  in  the  effort. 
Perhaps  more  important  was  that 
management  paid  attention  to  the 
individuals  involved,  asking  for  their 
suggestions  and  integrating  them  as 
much  as  possible  into  the  system  as  a 
whole. 

Obviously,  then,  the  installation  of  a 
suitable  information  system  is  only 
part  of  the  process,  though  an 
essential  one.  The  importance  of 
management  support  and  attention 
paid  to  the  individual  cannot  be 
overemphasized. 
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may  be  to  dial  into  the  electronic  mail 
system  before  retiring  at  night,  and  ag; 
in  the  morning  before  going  to  work. 
While  this  may  appear  to  be  an  intru- 
sion into  the  employee's  private  life,  it 
makes  leaving  work  at  the  close  of  the 
business  day  easier,  because  one  can 
stay  in  touch  or  pick  up  their  unfinish 
business  at  home  later  via  the  PC 

Adoption  of  workstations  can  als< 
affect  staffing  levels.  In  the  case  of 
Hewlett-Packard  (HP)  at  Pine  Woo 
England,  where  HP's  OIS  software  is 
developed,  the  situation  has  evolved  t 
the  point  of  having  one  secretary  in  an 
environment  of  70  professional  emplc 
ees.  Writing  or  text  creation  is  done 
directly  by  the  professional  on  his  or  h 
keyboard,  along  with  many  other  func 
tions.  In  effect,  the  tasks  performed  b) 
the  secretary  have  been  upgraded  to ; 
higher  level  of  responsibility,  and  this  jc 
description  correspondingly  moves  to 
administrative  aide  or  an  equivalent 
term. 

The  impact  of  this  experience  adds 
support  to  the  following  scenario.  Firs' 
users  of  intelligent  workstations  believ 
the  added  productivity  is  real  and  that 
they  are  more  effective.  Second,  the 
interconnection  among  users  and  the 
sharing  or  transfer  of  information 
among  coworkers  provides  an  essenti 
part  of  the  payoff.  If  this  is  true,  then 
considerable  support  is  required  frorr 
other  computer  systems  to  which 
the  intelligent  terminals  or  PCs  are 
attached.  Furthermore,  the  demands 
access  to  central  databases  also  add 
more  support  requirements. 

Analysis  indicates  that  for  each  I  Ml" 
(million  instructions  per  second)  whid 
resides  on  the  desktop,  from  1.5  to  3  i 
times  that  amount  of  computer  powe 
is  required  further  up  in  the  compute 
hierarchy.  This  could  be  provided  attf  ■ 
work  group  level,  departmental  level, 
corporate  level  or — more  likely — 
some  combination  of  the  above. 

When  we  look  at  the  number  of 
potential  users  of  some  type  of 
information  processing  device,  it  woii 
appear  that  we  would  never  be  able  t 
provide  a  workstation  that  could  sup- 
port their  varying  needs.  Market 
research  has  shown  that  these  users  d 
have  a  set  of  common  requirements, 
built  upon  a  common  base,  adaptable 
varied  configuration  requirements. 
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actio  Shack's  Model  16B  is  America's  #1 
Unix-Based  Microcomputer 


»re  Has  to  Be  a  Reason! 

it's  because  our  Unix-based 
vare  is  easier  to  use  (even  for  a 
puter  novice)  than  any  other 
am.  This  system  allows  two, 
3  or  more  people  to  share  the 
erofaTRS-80Model16B 
ocomputer,  so  you  can  improve 
e  productivity  without  the  ex- 
;e  of  multiple  computers.  Think 
—three  people  at  different  loca- 
>  throughout  your  office  could 
Drm  different  tasks,  at  the  same 
,  on  the  same  computer! 

ire  the  Same  Files  and 
iter 

if  your  data  can  be  stored  on 
lard  disk,  so  files  like  customer 
irds,  accounts  payable  and 


accounts  receivable  can  be  shared 
by  all  users.  You  can  set  up  a  sys- 
tem that  lets  you  track  cash  flow 
while  a  department  head  figures  a 
budget— at  the  same  time  an  ac- 
countant works  on  profit  and  loss 
statements.  No  time  is  wasted  set- 
ting up  separate,  redundant  files, 
and  accessories  such  as  a  printer, 
plotter  or  modem  can  be  shared  to 
save  money. 

Based  on  a  Virtual  Industry 
Standard 

For  $9995,  start  with  a  two-user 
system  that  includes  our  32/16-bit 
Model  16B  with  built-in  fifteen- 
megabyte  hard  disk  and  51 2K  mem- 
ory, one  of  our  deluxe  DT-100  data 
terminals,  the  letter-quality 
DMP-2100  dot-matrix  printer,  plus 
multi-user  word  processing  and 
electronic  filing  software. 
TRS-XENIX,  which  is  derived  from 
Western  Electric's  UNIX  multi-user 
operating  system,  is  standard  on 
every  Model  16B. 


Commercial  Leasing 
Available 

The  TRS-80  Model  16B  sells  for  as 
little  as  $3999,  and  the  complete 
two-user  system  described  can  be 
leased  for  only  $345  per  month*. 
Add  another  terminal  for  a  3-user 
system  like  the  one  shown  below  at 
any  time.  We're  ready  to  help  with 
ready-to-run  multi-user  software, 
training  and  service  plans,  too.  Get 
the  full  story— ask  for  a  hands-on 
demonstration. 

Available  at  over  1200 

Radio  Shack  Computer  Centers  and  at 

participating  Radio  Shack  stores  and  dealers. 

Radio  /haek 

COMPUTER  CENTERS 

A  DIVISION  OF  TANDY  CORPORATION 

'Plus  applicable  use/sales  tax.  Prices  apply  at  Radio  Shack  Com- 
puter Centers  and  participating  Radio  Shack  stores  and  dealers. 
System  includes  26*006,  26*011,  26-6012.  26-1256,  26-4401, 
26-6431,  26-6412  and  one  26-6052.  RS-232  cables  not  included. 
Xenix/TM  Microsoft  Corp.  Unix/TM  Bell  Laboratories. 


"And  Fred  is  quite  well,  apart  from  his  applications  backlog." 


Thanks  to  all  the  miraculous  advances  in 
computer  technology,  what  used  to  take 
six  months  can  now  take  two  years*       \ 

ITS  1984  and  as  predicted,  computers  are  running  the  world.  But 
not  as  well  as  they  promised  to.  Ironically,  one  of  the  greatest 
advances  in  productivity  is  fast  becoming  one  of  the  biggest  obstacles. 
No  one  seems  to  be  able  to  develop  applications  that  turn  all  that  data 
into  strategic  information  quickly  enough.  So  you  wait,  and  wait. 

Waiting.  Its  become  a  by-product  of  the  computer  age.  It 
even  has  a  name  all  its  own— backlog.  And  backlog  is  the  most  serious 
problem  corporations  face  with  the  computer  today. 

Major  corporations  today  are  backlogged  with  literally 


thousands  of  unanswered  requests  for  new  kinds  of  information. 

And  perhaps  even  more  serious  is  the  invisible  backlog.  That  s 
when  high  level  people  in  companies  know  they  wont  get  the  infor- 
mation they  need  on  time,  so  they  dont  even  ask  for  it  anymore. 

Which  is  why  ADR®  has  invested  over  40  man  years  in  the 
development  of  software  products  designed  to  help  eliminate  the  two 
major  causes  of  backlog;  the  problem  of  developing  new  applications 
quickly  and  reliably  and  the  problem  of  keeping  current  applications 
up  to  date. 

There  is  an  ideal  solution. 

The  result  of  ADR  s  effort  is  IDEAI^  the  first  true  fourth  gener- 
ation application  development  system  that  improves  the  productivity 
of  programmers  and  users  up  to  an  incredible  10  times.  It  operates 
with  our  high  performance  relational  data  base  management  system 
(DATACOM/DB®)  and  can  handle  the  big  jobs  as  well  as  the  small 
jobs.  It  significantly  reduces  the  maintenance  of  programs  and  enables 
applications  to  be  updated  in  a  matter  of  days — rather  than  months. 

Its  no  wonder,  then,  that  95%  of  the  Fortune  500  use  ADR 
software  and  that  ADR  has  more  than  18,000  of  its  products  installed 
in  8,000  companies.  Or  that  ADR  has  become  the  largest  independent 
systems  software  company  in  the  world.  Or  that  ADR  can  do  more 
to  help  you  solve  your  application  backlog  than  any  other  systems 
software  company— and  can  help  your  computers  do  everything  they 
promised. 

Thanks  to  one  of  the  miraculous  advances  known  as  the 
telephone,  all  you  have  to  do  is  call  ADR  at  1-800- ADR- WARE  to 
find  out  how  to  break  your  applications  backlog. 

ADR 

APPLIED      DATA     RESEARCH 

Software  that  helps  computers  do 
everything  they  promised. 

APPLIED  DATA  RESEARCH,  RT  206  &  ORCHARD  ROAD  CN-8,  PRINCETON,  NJ  08540  1-201-874-9000 


These  workstation  characteristics 
would  include: 

•  Consistent  user  interfaces,  menus  and 
prompts; 

•  Easy-to-learn  and  easy-to-use  work- 
station operation; 

•  Multifunction  capability,  including 
combinations  of  text,  data,  voice, 
image  and  graphics  handling; 

•  Communication  among  different 
users  and  different  devices  in  the 
workstation  environment  operating 
via  a  comprehensive  interconnect/ 
document  interchange  capability; 

•  Ability  to  serve  a  single  user  or 
support  a  small  work  group; 

•  Ability  to  tailor  and  expand  the 
workstation  as  needs  change  by 
means  of  software,  firmware 
implementation  and  hardware; 

*■  Modular  components  requiring  the 
user  to  buy  only  the  functions 
required; 

•  Computing  functions  (the  work- 
station should  be  programmable); 

•  Voice  capabilities  (for  example,  the 
ability  to  read  mail,  add  voice 
messages  and  pass  the  mail  on); 

•  Image  and  graphics-handling 
capabilities  (much  of  the  information 
used  by  knowledge  workers  is  in  the 
form  of  charts,  graphs  and  pictures); 

•  Ability  to  digitize  and  capture 
information  created  outside  the 
system; 

•  Comprehensive  executive  software 
including  calendar  management, 
mail  logs  and  advanced  reminder 
capabilities; 

•  Ability  to  send,  receive,  file  and 
retrieve  documents; 

•  Connection  to  a  host-based  docu- 
ment distribution  system  as  well  as 
connection  to  a  LAN; 

•  Ability  to  utilize  customer  invest- 
ments made  in  data  processing 
systems,  including  databases  and 
application  software. 


User  interfaces  receive  attention 

As  workstations  become  more  per- 
vasive, the  requirements  for  work- 
stations to  be  not  only  easy  to  use,  but 
also  easy  to  learn,  become  more  and 
more  important.  Because  the  user 
interface  of  a  multifunction  workstation 
is  the  means  by  which  the  individual  has 
access  to  a  computer's  information  and 
processing  capabilities,  it  is  essential  that 
it  be  as  easy  as  possible  to  understand. 
This  is  why  the  user  interface  has  been 
evolving  since  computer  data  was  first 
input.  Furthermore,  because  more  and 
more  non-technical  users  are  beginning 
to  use  an  information  system,  it  is  in  a 
vendor's  best  interests  to  make  the 
interface  as  inviting  as  possible. 

In  the  early  1970s,  the  introduction  of 
screen  menus  for  task  selection  made 
choices  less  key-stroke  intensive  and 
thus  easier  for  less  technically  oriented 
individuals.  However,  the  user  still  had 
to  use  the  keyboard  for  all  functions. 

Soon  thereafter  came  the  light  pen 
which,  when  used  with  a  menu,  allowed 
the  user  to  point  to  the  menu  selection 
with  the  pen.  Fasten  yes,  but  the  light 
pen  has  still  to  catch  on  in  office  use. 

The  past  decade  has  shown  signifi- 
cant development  in  the  user  interface, 
particularly  because  more  executives 
and  professionals  are  beginning  to  use 
the  workstation  for  help  in  decision- 
support  activities,  and  many  of  these 
people  are  not  comfortable  with  the 
keyboard.  Thus,  the  touch  screen, 
mouse,  writing  tablet  and — to  a  limited 
extent — voice  are  currently  being 
implemented  in  workstations. 

Xerox's  Star  workstation  really 
brought  the  use  of  a  mouse  into  the 
off  ce,  and  Apple  Computer  followed 
suit  with  its  Lisa  and  Macintosh  prod- 
ucts. The  concept  has  caught  on,  and  is 
being  offered  by  several  vendors.  Even 
IBM  has  announced  the  availability  of  a 
mouse  for  its  PCjr  Although  the  mouse 
is  unmatched  for  its  speed  and  accuracy 
in  cursor  positioning,  it  still  takes  up 
valuable  desk  space  and  also  takes  some 
time  to  get  used  to. 

The  touch  screen  has  been  employed 
by  Hewlett-Packard  and  Digital  Equip- 
ment Corp.  (DEC)  on  their  personal 
computers,  and  third-party  vendors 
now  have  offerings  for  the  IBM  PC, 
among  others.  This  interface  is 
comfortable  for  many  users,  as  it  simply 
requires  finger  pointing.  However,  it  has 
its  drawbacks:  small  areas  are  hard  to 
point  to,  and  sometimes  the  point 
touched  is  not  exactly  aligned  with  the 
image  desired,  resulting  in  the  computer 
responding  incorrectly  to  the  user's 


request. 

Of  course,  there  are  some  areas  of 
office  systems  that  will  always  remain 
keyboard  intensive  (e.g.,  word 
processing).  While  there  are  myriad 
choices  today  for  enhancing  the  user 
interface  with  many  more  undoubtedly 
to  follow,  there  is  still  not  one  method  of 
user  interface  that  is  optimal  for  all 
off  ce  systems,  or  the  individuals  who 
use  them.  Future  workstations  will  offer 
a  selection  of  interfaces,  and  a  user  will 
pick  one  or  more  to  help  perform 
the  job. 


Voice-related  technologies  either 
under  development  or  in  use  in  the 
off  ce  include  digitized  voice,  synthe- 
sized voice,  and  voice  recognition. 

Digitized  voice  is  used  in  voice  store- 
and-forward  (VSF)  systems,  where  the 
voice  is  converted  into  a  series  of  binary 
digits  (bits).  The  message  can  later  be 
played  back  by  the  individual,  retrieved 
from  outside  the  corporation,  for- 
warded and/or  appended  by  message 
recipients,  and  stored  for  later  use. 
Benef  ts  of  VSF  include: 

Elimination  of  "telephone  tag" 

Ability  to  leave  more  detailed 

messages 

Virtual  elimination  of  time-zone 

differences 

Eliminating  excess  wordiness  and 

"chit-chat"  on  the  phone 

Increased  message  accuracy,  as  the 

message  can  be  played  back 

Reduction  of  internal  memos 

The  use  of  voice  store-and-forward 
systems  does  not  require  a  terminal 
or  a  keyboard;  it  employs  only  the 
telephone,  which  is  the  most  prevalent 
tool  on  office  desks.  The  biggest 
obstacle  to  the  acceptance  of  VSF 
products  is  that  a  large  enough  group  of 
people  within  the  corporation  must  use 
them.  While  not  at  their  desks,  users 
must  let  the  VSF  system  answer  their 
phones  and  take  messages;  workers 
must  leave  messages  with  others  on  the 
system;  they^must  query  others  in  the 
organization  who  do  not  use  the  sys- 
tem. In  short,  if  it  is  not  properly  used,  it 
will  be  out  the  door  very  quickly.  In 
order  to  assure  proper  use,  awareness 
of  the  user  benefits  must  be  paramount, 
as  must  be  training — and  retraining. 

Rolm,  the  Santa  Clara,  CA-based 
PBX  manufacturer,  offers  PhoneMail,  a 
VSF  system,  as  an  additional  feature  of 
its  PBX.  Emil  Wong,  marketing  manager 
at  Rolm,  reports,  "Our  company 
internally  lets  the  PhoneMail  system 
handle  6,000  calls  a  day.  If  the  average 


With  Exxon 

you  never  have  to 

face  it  alone. 


n  support  people  make 

surelget  what  Ineed, 

when  I  need  it. 

We  think  the  way  your  office  auto- 
mation equipment  works  out  is  just  as 
important  as  the  way  it  works.  So  at 
Exxon  Office  Systems  we  support  you 
—  in  every  step  of  your  office  automa- 
tion program. 

First,  before  we'll  sell  you  any  equip- 
ment, we  perform  a  free  needs  analysis. 
Once  you  ve  made  a  commitment,  we 
don't  just  deliver  boxes  to  your  door.  We 
install  your  equipment  for  you,  and 
then  we  train  your  staff  to  use  it. 

If  you  or  they  have  any  questions  we 
have  toll-free  on-line  support/service 
that  works  with  you  on  similar  equip- 
ment. And  that  support  includes  the 
immediate  dispatch  of  service,  if  it's 
ever  needed. 

You  see,  at  Exxon  we're  committed  to 
office  automation  support  that's  so  com- 
plete, it  will  face  up  to  all  your  needs. 

For  additional  information  call 
800-367-8888,  or  write  Exxon  Office 
Systems,  P.O.  Box  10184,  Stamford, 
CT  06904-2184. 
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In  a  world  that  demands 

NEC  puts  it 


The  Age  of  Information  is  here,  and 
making  the  most  of  its  opportunities 
takes  more  than  computers.  Or  com- 
munications. It  takes  the  best  of  both 
—  C&C  Business  Systems  from  NEC. 
Systems  that  handle  voice,  data, 
text  and  image  with  the  leading  edge 
technology  you'd  expect  from  the 
pioneer  in  integrating  computers  and 
communications.  Plus  the  chips-to- 
total-system  reliability  that  only  the 
world's  most  trusted  semiconductor 
maker  can  offer. 

From  telephones  and  facsimiles 

Electra  key  telephones  bring  you 
more  than  50  advanced  features  to 
improve  the  effectiveness  of  office 
communication.  They  come  in  a  wide 


range  of  models  to  fit  the  needs  of  any 
size  business.  NEFAX  BIT  (Business 
Information  Terminal)  Series  high- 
speed facsimiles  deliver  text  and  image 
across  the  office  or  around  the  world 
with  equal  ease. 
To  computers  and  printers 

ASTRA  business  computer  systems 
don't  just  automate  accounting, 
word  processing  and  other  business 
functions.  Their  unsurpassed  com- 
munication capabilities  give  you  better 
control  over  your  whole  operation. 

Our  APC  III  (Advanced  Personal 
Computer  III)  and  PC-8200  portable 
computers  are  the  stars  of  the  world's 
third  most  popular  family  of  personal 
computers.  NEC  Spinwriters  and 


Pinwriters  set  the  standard  in  business- 
quality  printing.  For  mass  storage,  our 
Winchester  disk  drives  are  unsurpassed 

From  office  integration 

Our  NEAX  2400  IMS  (Information 
Management  System)  is  a  generation 
ahead  of  conventional  EPBX's,  with 
a  modular  design  that  lets  you  start 
with  state-of-the-art  telephone  service, 
then  add  simultaneous  voice  and  data 
transmission;  electronic  mail  functions 
for  voice,  facsimile  and  text;  packet 
switching  and  LAN  —  one  simple  step 
at  a  time. 

To  global  networks 

NEC  advances  don't  stop  at  the 
office  walls.  Our  cellular  mobile 


rate  voice,  dat 


computers  AND  communications 
all  together 


telephones  keep  business  moving  while 
your  people  are  on  the  road.  Our  D4o: 
Information  Display  Pagers  can 
display  alphanumeric  text  as  well  as 
telephone  numbers.  With  LDR 
(Local  Distribution  Radio)  systems 
there's  no  need  for  expensive  cabling 
to  move  data  between  buildings.  And 
with  NEC  teleconferencing  systems, 
your  executives  can  meet  face-to-face 
while  on  opposite  sides  of  the  world. 

For  more  information  on  how  C&C 
Business  Systems  can  put  it  all 
together  for  your  office,  please  fill  out 
the  coupon  attached  to  this  ad. 


NEC 

NEC  Corporation 


Communications: 

NEC  America,  Inc. 

NEC  Telephones,  Inc. 

ALCOA-NEC  Communications  Corp. 
Computers: 

NEC  Information  Systems,  Inc. 
Research : 

NEC  Systems  Laboratory,  Inc. 
Electron  Devices: 

NEC  Electronics  Inc. 
Home  Electronics: 

NEC  Home  Electronics  (U.S.A.)  Inc. 


Please  tell  me  how  C&C  Business 
Systems  can  help  my  company. 


Name 


Company  Name 

Address 

City 


State 


-Zip_ 


Mail  to:  NEC  America,  Inc. 

C&C  Business  Development  Office 

Director  of  Market  Planning 

532  Broad  Hollow  Road  Melville, 

New  York  11747  FB 


message  left  for  the  unattended  desk 
took  one  minute  without  PhoneMail, 
then  Rolm  has  effectively  cut  out  the 
need  for  10  full-time  secretaries  doing 
nothing  but  answering  telephones." 

Wang  also  has  a  VSF  system,  which  it 
calls  DVX.  The  company  has  recently 
begun  offering  its  business  customers  in 
New  England  states  the  option  to  use 
DVX  on  a  timesharing  basis.  For  com- 
panies that  are  reluctant  to  opt  for  DVX 
because  of  the  initial  installation 
expenses,  this  option  appears  to  be  a 
good  offering,  as  the  only  requirement 
for  access  to  DVX  in  this  option  is  a 
touchtone  phone. 

Synthesized  voice 

The  most  mature  of  the  voice  mar- 
kets is  speech  synthesis,  best  exempli- 
fied by  the  robot-like  sounds  in 
educational  toys  and  video  games.  In 
1978,  Texas  Instruments  pioneered  the 
market  with  its  "Speak  and  Spell,"  and 
now  numerous  products  are  in  the  in- 
dustry. Typically,  these  devices  are  read- 
only memory  chips  (ROMs)  containing 
fewer  than  10  words.  At  the  low  end, 
this  type  of  speech  synthesis  relies  on 
text  to  phoneme  conversion,  compil- 
ing sounds  from  a  library  of  synthetic 
phonemes. 

One  segment  of  this  industry,  voice 
recognition,  is  improving  productivity  in 
inventory  tracking,  manufacturing, 
robotics,  and  other  "hands  busy" 
industrial  applications. 

In  quality  assurance  operations, 
speech-synthesis  devices  linked  to  test 
equipment  can  actually  "speak"  to  line 
workers  and  notify  them  of  a  defective 
part.  Warehousemen  in  shipping  and 
receiving  can  wear  a  microphone  linked 
to  a  computer.  With  hands-free 
operation,  these  workers  can  unload 
trucks,  call  out  part  numbers  and  have 
them  recorded. 

Voice  technologies  in  the  near  future 
will  not  make  keyboards  extinct  but  the 
factory  environment  will  reap  the  pro- 
ductivity benefits  of  voice  recognition 
for  the  time  being. 


Conferencing  provides  an 
efficient  too! 

Conferencing  can  be  described  as  the 
electronic  communication  between 
individuals  or  groups  which  are  located 
at  remote,  or  different,  sites.  There  are 
several  forms  of  teleconferencing: 
•  Computer  Conferencing:  not 
usually  interactive,  and  thus,  like  VSF 
systems,  virtually  time  independent. 
Messages  are  normally  sent  from  one 
workstation  to  another  (usually 


personal  computers).  Messages  are 
stored  in  a  central  computer  until 
they  are  read  by  the  recipient.  Often 
used  for  long-term  decision  making, 
with  several  individuals  involved  in  the 
process  and  a  moderator  assigned  to 
direct  messages. 

•  Audio  Conferencing:  employs 
amplified  phone  speakers,  which 
offer  better  sound  quality  than 
conventional  speakerphones.  As  with 
computer  conferencing,  does  not 
require  extensive  equipment. 

•  Graphic  Conferencing:  users  at 
remote  sites  can  draw  graphs  and 
illustrations  as  well  as  printed  docu- 
ments to  aid  in  remote  communica- 
tions. Minimal  equipment  required. 

•  Freeze-Frame  Conferencing: 
transmits  images  of  still  photographs 
over  telephone  lines.  Can  send  slides 
and  graphs.  Does  not  need  a  lot  of 
expensive  equipment. 

•  Full-Motion  Teleconferencing: 
Interactive  video,  audio  and  graphic 
capabilities.  Much  like  television  in 
appearance.  Very  expensive  to  set  up 
and  transmit.  AT&T  offers  a  service 
called  the  Picturephone  Meeting 
Service  (PMS)  at  fixed  sites  across  the 
country,  so  that  users  do  not  have  to 
purchase  and  learn  to  operate  the 
equipment  themselves. 

UBIQUITOUS 
WORKSTATION— 
The  Personal  Computer 

There  are  compelling  economic 
reasons  for  management's  continuing 
interest  in  personal  computing  work- 
stations. The  most  conspicuous  is  the 
magnitude  of  personnel  expenses,  par- 
ticularly for  professionals.  These  are 
almost  doubling  every  10  years.  The  job 
that  pays  $80,000  annually  in  1984  will 
pay  almost  $160,000  in  1994. 

There  is  a  distinction  between  the 
falling  cost  for  a  fixed  functional 
configuration  and  the  cost  evolution  in 
delivered  workstations.  The  cost  of  a 
given  workstation  is  declining  by  80 
percent  every  10  years.  Thus,  the 
$100,000  workstation  in  1970  was  the 
$20,000  workstation  in  1980  and  will  be 
the  $4,000  workstation  in  1990. 

However,  there  will  be  much  more 
function  on  future  workstations,  and  this 
will  mean  that  the  hardware  will  be 
much  more  powerful  than  it  is  now.  So 
while  raw  price  is  so  rapidly  declining, 


processing  power  is  increasing — almost 
ten-fold  every  10  years.  The  number  of 
new  computer  users  is  predicted  to 
double  in  two  to  three  years.  Principally, 
the  persons  who  use  personal  comput- 
ers are  white-collar  workers  who  can 
be  divided  into  occupational  categories: 
*  Data  processing  professionals 

•  Scientists  and  engineers 

••   Business  and  professional  workers 
v'  Office  and  text  workers 
Clerks  and  commercial  workers 

•  Production  workers 

Memory  space  within  the  personal 
workstation  will  increase  dramatically 
during  the  next  decade,  implying  the 
need  for  rapid  transfer  of  large  data 
files.  High  data  rates  (i.e.,  I  million  bits 
per  second)  will  be  very  common  in  10 
years,  but  an  efficient  communications 
media  must  be  able  to  effectively  handle 
a  wide  range  of  data  rates.  As  personal 
computers  begin  to  proliferate,  the 
centralization  of  corporate  databases 
for  efficiency  and  security  will  drive  this. 
For  example,  marketing  and  production 
control  departments  will  be  using  the 
same  sales  projections  to  coordinate 
their  plans  and,  from  a  security  stand- 
point, it  would  be  best  if  these  files 
reside  in  a  common  storage  media, 
rather  than  on  a  floppy  disk. 

Responsibility  for  data  management 
ultimately  has  to  reside  at  the  top  of  the 
corporation.  This  responsibility  may 
consist  of  deciding  who  is  responsible 
for  the  data,  who  owns  it,  who  can 
update  it,  what  it  is  and  how  it  got  there 
This  information  is  critical  to  the 
continued  effectiveness  of  the 
organization,  which  is  why  it  must  be 
dealt  with  at  the  top.  Management  will 
also  become  significantly  more  involved 
in  training  issues.  As  the  number  of  end 
users  increases  dramatically — a  five-fok 
increase  has  been  predicted  for  the  enc 
of  the  decade — the  biggest  challenge 
will  be  teaching  end  users  the  new  skills 
required  for  effective  use  of 
information. 
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rhe  Royal  5035/C  typewriter. 
Unforgettable  Performance 


w  you  can  win  the  typing  race— 
hout  a  slip.  With  the  innovative  tech- 
ogy  of  the  new  Royal  5035/C  elec- 
nic  typewriter  you  can  preview  text  in 
giant  40-character  display  before  a 
stake  is  committed  to  paper.  You  can 
re  text  in  memory  for  later  reuse  or 
ting,  and  the  working  memory  lets 
i  go  back  and  change  your  mind. 

The  5035/C  makes  typing  a  breeze 
tead  of  a  tedious  run,  especially  in  the 
>cessing  of  multi-copy  fill-in  forms  or 
:uments  requiring  heavy  editing. 
lly  electronic,  automated  functions, 
y-to-change  ribbon  cassettes  and  print 
ieels  in  10,  12,  15  pitch  and  propor- 
nal,  plus  a  2-page  correction  memory, 
ike  every  job  easier  and  faster. 

But,  that's  only  part  of  the  unfor- 
table  performance.  With  a  16K  mem- 


ory that's  expandable  to  32K,  the  Royal 
5035/C  typewriter  easily  stores  and  re- 
calls text  for  future  use.  It  can  also  merge 
old  and  new  information.  And  the  40- 
character  LCD  display  used  in  Delay 
mode  will  produce  error-free  forms  and 
right-hand  justification.  It  allows  you  to 
check  the  accuracy  of  your  text— before 
printout.  That's  a  great  time-saving  factor 

It  also  centers  automatically,  lines 
up  numbers  on  the  decimal,  underlines, 
bold  prints,  relocates  after  correction  and 
sets  up  the  columns  on  a  page  automati- 
cally with  the  touch  of  a  key. 

For  further  improved  efficiency, 
you  can  add  plug-in  modules  for  cassette 
or  disk  storage,  and  the  Royal  Textriter, 
with  its  CRT  display.  Plus  communica- 
tions for  cross-country  typing  runs. 

So  why  jog  with  the  rest,  when  you 


can  run  with  the  best.  The  Royal  5035/C 
typewriter  outperforms  the  competition 
every  step  of  the  way. 
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731  ROYAL 

M  ^M  TYPEWRITERS 

Royal  Typewriters 

1600  Route  22,  Union,  NJ  07083 

I'd  like  to  experience  truly  memorable  performance  with  the 
Royal  5035/C  typewriter.  Please  send  the  name  of  my 
authorized  Royal  typewriter  dealer. 


Title 

Company. 
Address 


City/State_ 


I     Zip_ 


.Telephone. 


Royal  Typewriters 
#1  in  Office  Performance. 
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applications 

Personal  computing  applications  are 

evolving  through  five  developmental 

phases: 

c  Single  standalone  application:  The 
typical  application  was  the  spread- 
sheet which  was  introduced  in  1977 
and  which  did  not  enter  large 
organizations  until  1 980  and  1981. 
This  gave  users  a  productivity  tool,  in 
essence  replacing  the  calculator 

•  Personal  productivity:  A  single 
application  is  expanded  to  multiple, 
but  separate  applications,  including 
data  applications,  business  graphics, 
some  communications  (to  Dow  Jones 
News/Retrieval  Service  and  the 
Source),  spreadsheet  and  word 
processing.  The  time  of  this  phase  is 
approximately  1982.  From  this  trend 
has  emerged  the  portable  personal 
computer  which  not  only  allows  use 
of  many  functions,  but  also  allows 
their  use  when  travelling.  Radio  Shack 
was  an  early — and  successful — 
entrant  into  this  market  with  its 
Model  100.  More  recently,  the  main- 
line OIS  vendors  have  joined  the  fray 
(e.g.,  Hewlett-Packard  with  its  Model 

1 10,  and  Data  General  with  its  Data 
General/One). 

•  Connection  convenience:  Integration 
among  applications  and  with  other 
systems  begins  to  occur  in  this  phase 
(1984).  Examples  of  this  trend  are 
Lotus  1-2-3;  Context  MBA; 
communications  software,  such  as 
Bisync,  Synchronous  Data  Link 
Control  (SDLC);  the  emergence  of 
LANs;  and  micro-mainframe  link  soft- 
ware pioneered  by  companies  such 
as  Peachtree,  Cullmet  and  Applied 
Data  Research. 


* 


* 


•  Demand-driven  processing: 
Emerging  in  the  late  1980s,  the  32-bit 
workstation  will  become  popular  and 
personal  computers  will  exist  as  a 
support  function  for  a  person's  job. 
Software  models  and  databases 
created  by  strategic  planners,  sales 
people,  manufacturers  and  marketers 
on  personal  computers  will  evolve 
bottom-up  from  users;  other 
applications  will  be  developed  by 
information  systems  (IS)  departments, 
from  the  top  down.  Third-party 
software  companies  which  have 
marketed  departmental  packages  will 
extend  those  to  personal  marketing 
and  personal  sales  tools.  These 
specialized  occupational  applications 
will  become  very  popular 
An  example  of  specialized 
occupational  applications  can  be  seen  in 
computerized  sales  management.  A 
1982  study  in  Harvard  Business  Review 
found  that  less  than  25  percent  of  the 
average  salesperson's  time  is  spent  in 
direct  selling.  Much  of  the  remaining  75 
percent  is  spent  in  travel  as  well  as 
gathering  price,  product  and  delivery 
information.  With  this  in  mind,  it  is 
interesting  to  note  just  how  effective  a 
simple  spreadsheet  package  can  be  for 
a  sales  manager  Not  only  can  it  aid  in 
keeping  a  handle  on  how  and  what  the 
sales  force  is  doing,  but  it  can  also  help 
in  forecasting  and  time  management 
The  first  step  in  managing  a  sales- 
person's accounts,  according  to  G. 
David  Hughes  in  his  article  in  Harvard 
Business  Review  (March/April  1983),  is  to 
assess  the  sales  potential  of  each 
account.  The  sales  manager  enters  data 
compiled  from  the  previous  sales 
period  and  then  some  estimates  for  the 
next  sales  period.  The  electronic 
spreadsheet  then  computes  the  relative 
shares  of  the  business  for  which  each 
account  is  credited,  whether  too  much 
or  too  little  time  has  been  spent  on  an 
account  for  the  business  obtained,  and 
even  whether  or  not  an  account  should 
be  dropped. 

The  next  step,  adding  to  some  of  the 
data  from  the  sales  assessment,  is 
improving  the  account  product  mix. 
This  will  point  out  whether  customers 
are  buying  low-margin  products,  high, 
or  a  mix  of  each,  and  perhaps  will  signal 
to  the  salesperson  that  more  effort 
should  be  placed  on  increasing  sales  of 
products  with  higher  margins. 


Reducing  account  costs  will  round 
out  further  the  management  of  each 
account.  This  includes  information  on  all 
of  the  costs  incurred  in  getting  the 
product  from  point  A  to  point  B:  ship- 
ping, services,  interest  on  accounts 
receivable,  etc.  When  the  sales  manager 
sees  the  results  on  paper,  areas  where 
some  of  this  money  can  be  saved  are 
more  easily  pinpointed. 

If  the  manager  wants  to  compensate 
salespeople  on  a  portfolio  basis,  that  is, 
by  how  well  the  company's  "assets"  are 
managed,  the  accounts  receivables  and 
inventory  balances  are  input  for  all  the 
assets  used  in  each  account.  From  this, 
the  manager  can  find  the  return  on 
assets  managed.  This  way,  a  salesperson 
who  handled  accounts  efficiently  would 
be  compensated  more  handsomely. 

From  this  data,  the  manager  can  then 
draw  a  matrix  using  the  spreadsheet 
items,  which  can  be  a  very  useful  thing 
to  show  upper  management  at  a  sales 
meeting;  graphics  are  easier  to  read 
quickly  than  numerical  data. 


Productivity  with  peripherals 

Office  information  systems  change 
the  entire  process  in  the  office  from 
document  creation  to  filing  and 
retrieval.  The  workstation  is  an  essential 
part  of  this  system,  but  optical  character 
scanners  and  peripherals  such  as  print- 
ers and  facsimile  transmission  equip- 
ment become  just  as  important  in 
expediting  this  process.  Many 
companies,  rather  than  opting  to  take 
on  the  task  of  implementing  a  company- 
wide  information  system,  are  choosing 
to  implement  pilot  programs,  which  are 
significantly  less  expensive  to  install,  can 
be  relatively  easy  to  monitor  and  main- 
tain, and  most  importantly,  can  be  used 
to  justify  future  systems. 

Optical  character  recognition  (OCR) 
scanners  allow  documents  that  have 
already  been  typed — either  on 
electronic  typewriters  or  on  other 
systems,  perhaps  even  from  outside  of 
the  company — to  be  scanned  and  then 
automatically  input — or  "read" — in 
editable  form  into  an  office  system. 

The  declining  costs  of  OCR  scanners 
have  made  it  easier  to  justify  their 
purchase.  Average  prices  are  about 
$10,000  today,  down  from  about 
$30,000  just  six  years  ago.  This  price 
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Most  companies 
are  seriously  divided. 


"Our  DP  system  does  fine  with 

figures.  But  when  my  staff  needs 

letters  and  electronic  mail,  you're 

still  talking  typewriters  and  the 

postage  meter!" 
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They're  all  fully  compatible.  A 
program  written  for  one  HP  3000 
will  run  on  any  of  the  others.  With- 
out any  software  conversion  at  all. 
And  when  you  upgrade  to  a  dif- 
ferent member  of  the  family,  your 

people  won't 
have  anything 
new  to  learn. 
Our  sys- 
tems provide 
up-to-the- 
minute  infor- 
r  ^       |  mation  from 

HP's  award- 
winning  data 
base  management  system.  Do 
accounting  jobs.  Inventory  control. 
And  hundreds  of  other  applica- 
tions available  in  off-the-shelf  soft- 
ware packages. 

The  HP  3000  is  also  designed 
to  shrink  the  time  it  takes  to  devel- 
op your  own  programs.  Many 
companies  find  they're  up  and 
running  with  new  software  as 
much  as  five  times  faster  than 
other  systems. 


The  power 
of  communication. 

These  days,  efficient  networking  is 
as  important  as  the  telephone. 
With  HP  AdvanceNet,  you  have  a 
wide  range  of  choices  for  local  and 
remote  communications.  You  can 
communicate  system  to  system, 
system  to  mainframe,  and  system 
to  workstation. 

HP  AdvanceNet  is  based  on 
industry-standard  networks, 
which  already  join  more  than 
10,000  HP  systems  worldwide  in 
both  HP  and  HP-to-IBM  networks. 
The  strength  of  our  offering  is  one 
reason  that  HP 
communications 
were  rated  #1  in  a 
nationwide  poll. 

A  Datapro  sur- 
vey also  ranked  us 
#1  in  service.  So 
you  can  be  sure 
that  both  sides  of 
your  office  will  be 
in  good  hands  — 
especially  since 


Evolution  of  personal  computing 
applications 

Personal  computing  applications  are 

evolving  through  five  developmental 

phases: 

'■   Single  standalone  application:  The 
typical  application  was  the  spread- 
sheet which  was  introduced  in  1977 
and  which  did  not  enter  large 
organizations  until  1980  and  1981. 
This  gave  users  a  productivity  tool,  in 
essence  replacing  the  calculator 

•  Personal  productivity:  A  single 
application  is  expanded  to  multiple, 
but  separate  applications,  including 
data  applications,  business  graphics, 
some  communications  (to  Dow  Jones 
News/Retrieval  Service  and  the 
Source),  spreadsheet  and  word 
processing.  The  time  of  this  phase  is 
approximately  1982.  From  this  trend 
has  emerged  the  portable  personal 
computer  which  not  only  allows  use 
of  many  functions,  but  also  allows 
their  use  when  travelling.  Radio  Shack 
was  an  early — and  successful — 
entrant  into  this  market  with  its 
Model  100.  More  recently,  the  main- 
line OIS  vendors  have  joined  the  fray 
(e.g.,  Hewlett-Packard  with  its  Model 

1 10,  and  Data  General  with  its  Data 
General/One). 

•  Connection  convenience:  Integration 
among  applications  and  with  other 
systems  begins  to  occur  in  this  phase 
(1984).  Examples  of  this  trend  are 
Lotus  1-2-3;  Context  MBA; 
communications  software,  such  as 
Bisync,  Synchronous  Data  Link 
Control  (SDLC);  the  emergence  of 
LANs;  and  micro-mainframe  link  soft- 
ware pioneered  by  companies  such 
as  Peachtree,  Cullinet  and  Applied 
Data  Research. 


* 
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•  Demand-driven  processing: 
Emerging  in  the  late  1980s,  the  32-bit 
workstation  will  become  popular  and 
personal  computers  will  exist  as  a 
support  function  for  a  person's  job. 
Software  models  and  databases 
created  by  strategic  planners,  sales 
people,  manufacturers  and  marketers 
on  personal  computers  will  evolve 
bottom-up  from  users;  other 
applications  will  be  developed  by 
information  systems  (IS)  departments, 
from  the  top  down.  Third-party 
software  companies  which  have 
marketed  departmental  packages  will 
extend  those  to  personal  marketing 
and  personal  sales  tools.  These 
specialized  occupational  applications 
will  become  very  popular. 
An  example  of  specialized 
occupational  applications  can  be  seen  in 
computerized  sales  management.  A 
1982  study  in  Harvard  Business  Review 
found  that  less  than  25  percent  of  the 
average  salesperson's  time  is  spent  in 
direct  selling.  Much  of  the  remaining  75 
percent  is  spent  in  travel  as  well  as 
gathering  price,  product  and  delivery 
information.  With  this  in  mind,  it  is 
interesting  to  note  just  how  effective  a 
simple  spreadsheet  package  can  be  for 
a  sales  manager  Not  only  can  it  aid  in 
keeping  a  handle  on  how  and  what  the 
sales  force  is  doing,  but  it  can  also  help 
in  forecasting  and  time  management. 
The  first  step  in  managing  a  sales- 
person's accounts,  according  to  G. 
David  Hughes  in  his  article  in  Harvard 
Business  Review  (March/April  1983),  is  to 
assess  the  sales  potential  of  each 
account.  The  sales  manager  enters  data 
compiled  from  the  previous  sales 
period  and  then  some  estimates  for  the 
next  sales  period.  The  electronic 
spreadsheet  then  computes  the  relative 
shares  of  the  business  for  which  each 
account  is  credited,  whether  too  much 
or  too  little  time  has  been  spent  on  an 
account  for  the  business  obtained,  and 
even  whether  or  not  an  account  should 
be  dropped. 

The  next  step,  adding  to  some  of  the 
data  from  the  sales  assessment,  is 
improving  the  account  product  mix. 
This  will  point  out  whether  customers 
are  buying  low-margin  products,  high, 
or  a  mix  of  each,  and  perhaps  will  signal 
to  the  salesperson  that  more  effort 
should  be  placed  on  increasing  sales  of 
products  with  higher  margins. 


Reducing  account  costs  will  round 
out  further  the  management  of  each 
account.  This  includes  information  on  all 
of  the  costs  incurred  in  getting  the 
product  from  point  A  to  point  B:  ship- 
ping, services,  interest  on  accounts 
receivable,  etc.  When  the  sales  manager 
sees  the  results  on  paper;  areas  where 
some  of  this  money  can  be  saved  are 
more  easily  pinpointed. 

If  the  manager  wants  to  compensate 
salespeople  on  a  portfolio  basis,  that  is, 
by  how  well  the  company's  "assets"  are 
managed,  the  accounts  receivables  and 
inventory  balances  are  input  for  all  the 
assets  used  in  each  account.  From  this, 
the  manager  can  find  the  return  on 
assets  managed.  This  way,  a  salesperson 
who  handled  accounts  efficiently  would 
be  compensated  more  handsomely. 

from  this  data,  the  manager  can  then 
draw  a  matrix  using  the  spreadsheet 
items,  which  can  be  a  very  useful  thing 
to  show  upper  management  at  a  sales 
meeting;  graphics  are  easier  to  read 
quickly  than  numerical  data. 

Productivity  with  peripherals 

Office  information  systems  change 
the  entire  process  in  the  office  from 
document  creation  to  filing  and 
retrieval.  The  workstation  is  an  essential 
part  of  this  system,  but  optical  character 
scanners  and  peripherals  such  as  print- 
ers and  facsimile  transmission  equip- 
ment become  just  as  important  in 
expediting  this  process.  Many 
companies,  rather  than  opting  to  take 
on  the  task  of  implementing  a  company 
wide  information  system,  are  choosing 
to  implement  pilot  programs,  which  are 
significantly  less  expensive  to  install,  can 
be  relatively  easy  to  monitor  and  main- 
tain, and  most  importantly,  can  be  used 
to  justify  future  systems. 

Optical  character  recognition  (OCR) 
scanners  allow  documents  that  have 
already  been  typed — either  on 
electronic  typewriters  or  on  other 
systems,  perhaps  even  from  outside  of 
the  company — to  be  scanned  and  then 
automatically  input — or  "read" — in 
editable  form  into  an  office  system. 

The  declining  costs  of  OCR  scanners 
have  made  it  easier  to  justify  their 
purchase.  Average  prices  are  about 
$10,000  today,  down  from  about 
$30,000  just  six  years  ago.  This  price 


J 


k 


* 


■ 


Hewlett-Pa 


Why  buy  two  com- 
puters when  you  can 
get  the  office  automa- 
tion and  distributed 
data  processing  you 
need  from  one  HP 
3000  system? 

In  fact,  one  system 
is  better  than  two. 
Because  there  are  plenty  of  office 
jobs  that  require  up-to-the-minute 
information  from  a  common  data 
base.  While,  on  the  other  side  of 
the  picture,  your  data  processing 
people  often  need  the  word  proc- 
essing, electronic  mail  and  busi- 
ness graphics  capabilities  of  an 
office  system. 

The  one  system  that 

does  it  all. 

The  HP  3000  computer  holds  the 
key  to  both  sides  of  your  business. 
In  the  office,  it's  the  heart  of  the 
Personal  Productivity  Center. 
Here,  a  variety  of  workstations, 
peripherals  and  personal  comput- 
ers work  together.  These  include 


ckard  delivers  the  singl 


our  Touchscreen 
Personal  Comput- 
ers and  The  Port- 
able, as  well  as 
IBM  PCs. 

Linked  in  an  of- 
fice network,  your 
people  can  increase 
their  productivity 
by  expanding  the  power  of  their 
individual  personal  computers, 
using  system 
software,  elec- 
tronic mail 
and  filing, 
and  our  exten- 
sive business 
graphics.  They 
have  access  to  much  larger  disc 
memories.  And,  they'll  share  pe- 
ripherals like  laser  printers  and 
graphic  plotters. This  gives  them 
the  tools  they  need  to  work  more 
effectively.  Without  running  up  the 
office  overhead. 

The  HP  3000  family  is  totally 
compatible  right  up  the  line. The 
smallest  system  will  handle  as  few 
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as  two  users. The  largest  up  to  4  i 
So  you  can  expand  your  Perso  i 
Productivity  Centers  as  you  gn  v; 
without  changing  systems  or  S(  I 
ware.  Since  you  can  also  link  th  n 
together,  and  to  your  mainf rar  e, 
your  opportunities  for  growth  i 
virtually  limitless. 

And  these  systems  are  simple 
use.  Word  processing,  textediti 
report  and  memo  writing  are  all 
easy  as  using  a  typewriter.  (Or  e 
ier,  because  our  computer  softw 
guides  you  through  each  job.) 

The  need  for 
distributed  data. 

Your  mainframes  simply  wen  I 
designed  for  the  interaction  neec  d 
in  today's  offices.  So  DDP  was  be  1. 

As  one  of  t  e 
pioneers  in  t  s 
field,  we  n<¥ 
have  moretrn 
|  15,000  HP  3C0 
systems  at  cc  1 
panies  arou  d 
the  world. 
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They're  all  fully  compatible.  A 
program  written  for  one  HP  3000 
will  run  on  any  of  the  others.  With- 
out any  software  conversion  at  all. 
And  when  you  upgrade  to  a  dif- 
ferent member  of  the  family,  your 

people  won't 
have  anything 
new  to  learn. 
Our  sys- 
tems provide 
up-to-the- 
minute  infor- 
mation from 
HP's  award- 
winning  data 
base  management  system.  Do 
accounting  jobs.  Inventory  control. 
And  hundreds  of  other  applica- 
tions available  in  off-the-shelf  soft- 
ware packages. 

The  HP  3000  is  also  designed 
to  shrink  the  time  it  takes  to  devel- 
op your  own  programs.  Many 
companies  find  they're  up  and 
running  with  new  software  as 
much  as  five  times  faster  than 
other  systems. 


The  power 
of  communication. 

These  days,  efficient  networking  is 
as  important  as  the  telephone. 
With  HP  AdvanceNet,  you  have  a 
wide  range  of  choices  for  local  and 
remote  communications.  You  can 
communicate  system  to  system, 
system  to  mainframe,  and  system 
to  workstation. 

HP  AdvanceNet  is  based  on 
industry-standard  networks, 
which  already  join  more  than 
10,000  HP  systems  worldwide  in 
both  HP  and  HP-to-IBM  networks. 
The  strength  of  our  offering  is  one 
reason  that  HP 
communications 
were  rated  #1  in  a 
nationwide  poll. 

A  Datapro  sur- 
vey also  ranked  us 
#1  in  service.  So 
you  can  be  sure 
that  both  sides  of 
your  office  will  be 
in  good  hands  — 
especially  since 


our  company. 


they'll  be  us- 
ing the  same 
system. 


Unity  in  the  office 

begins  with  HP. 

If  you  want  to  unify  your  com- 
pany, contact  your  local  HP  sales 
office  listed  in  the  white  pages. 
Ask  for  an  HP  3000  demonstra- 
tion. Or  write  for  more  informa- 
tion to  Susan  Curtis,  Hewlett- 
Packard,  Dept.  031202,  19055 
Pruneridge  Ave.,Bldg.  46T,  Cuper- 
tino, CA  95014.  In  Europe,  write 
Michael  Zandwijken,  Hewlett- 
Packard,  Dept.  031202,  P.O.  Box 
529,  1180  AM  Amstelveen,  The 
Netherlands. 


Productivity.  Not  promises. 

HEWLETT 
PACKARD 


Who 


lecline  has  been  accompanied  by  an 
icrease  in  the  reliability  of  OCR 
canners,  as  well  as  the  addition  of  new 
eatures  such  as  automatic  sheet 
eeders,  unattended  operation,  and  the 
ibility  to  read  some  magazine  fonts. 
Dest's  WorkLess  Station,  Compu- 
ican's  AlphaScanner  series,  and 
)roducts  at  the  high  end  from  Hendrix 
tnd  Kurzweil  are  among  the  top  sellers 
n  the  OCR  arena. 

:acsimile,  a  productivity 
Mihancer 

Another  image-based  peripheral  that 
icts  as  a  productivity  enhancer  in  the 
office  is  the  facsimile  (fax)  device.  Fax 
:an  prove  to  be  a  highly  effective 
peripheral,  as  well  as  aiding  in  electronic 
nail  functions.  This  is  particularly  true 
with  the  advances  seen  in  fax  tech- 
-tology  and  reliability  When  new 
standards  (called  Group  4)  are  adopted 
by  vendors  and  implemented  in 
products,  fax  transmission  speed  and 
resolution  will  increase  even  more. 
Facsimile  copies  could  rival  the  quality  of 
some  copiers.  With  Group  4  standards 
now  available  to  vendors,  speed  and 
resolution  will  be  the  catalysts  that 
accelerate  the  acceptance  of  imaging  in 
Ithe  office. 

As  fax  transmission  becomes  more 
widespread,  the  ability  to  edit 
documents — either  before  or  after 
they  are  sent — will  become  an 
important  consideration.  IBM's  Scan- 
master  I  and  Wang's  Professional  Image 
Computer  (PIC)  are  early  entrants  into 
the  market  for  editable  scanned 
documents.  However,  the  high  price 
and  lack  of  adequate  storage  for  both  of 
these  products  have  slowed  sales.  What 
is  really  needed  is  a  large-capacity,  laser- 
based  disk  storage  system  that  can 
impress  the  images  to  make  their 
storage  cost  effective,  while  at  the  same 
time  providing  storage  for  thousands  of 
images.  Until  a  product  of  this  type 
becomes  available,  the  cost  and  volume 
of  storage  will  likely  preclude  all  but  the 
highest  volume  customers  from 
purchasing  such  a  scanning  device.  Also 
necessary  for  user  acceptance  of 
imaging  is  proper  and  sufficient 
applications.  Users  are  still  unsure  of  just 
what  can  be  done  with  scanned  images 
and  what  benefits  they  can  provide  the 
corporation.  This  will  require  several 
horizontally-oriented  packages  and 
should  allow  large  volume  potential 
users  to  justify  some  of  the  possible 
applications  for  scanned  images. 

As  stated,  voice-  and  image- 
processing  technologies  will  have 


increasing  application  in  the  office 
throughout  the  1980s.  Because  more 
disk  space  is  required  to  store  these 
forms  of  information,  storage  costs  will 
become  a  concern.  Although  prices  for 
magnetic  media  storage  will  continue  to 
decline,  new  technology  such  as  the 
optical  disk  will  significantly  reduce 
these  costs  in  the  future.  Furthermore, 
optical  disk  technology  is  of  fundamental 
importance  in  OIS. 

Text  documents  can  be  stored  on 
traditional  direct-access  storage  devices 
(DASD),  with  about  500  pages  per 
megabyte.  Images  require  10  to  20 
times  that  amount,  depending  on  the 
compression  algorithms  to  store  them 
and  the  complexity  of  the  image. 
Digitized  voice  storage  requires  about 
15,000  bytes  for  each  second  of  speech, 
or  one  megabyte  for  a  one-minute 
message.  Current  storage  costs  on 
office  systems  from  the  major  U.S. 
vendors  range  from  $12  to  $50  per 
megabyte.  A  page  of  text,  therefore, 
costs  $.  1 0  to  $.40  to  store;  a  page  of 
image.  $1  to  $8;  a  one- minute  voice 
message,  $  1 2  to  $50.  Magnetic  disk 
storage  costs  are  expected  to  decline  at 
about  20  percent  per  year  over  the 
next  five  years. 

Philips  has  offered  an  optical  disk 
product  for  some  time  in  Europe  called 
Megadoc,  which  has  the  capacity  to 
store  3,200,000  pages.  This  product 
became  available  in  the  United  States  in 
the  second  half  of  1 984.  Storage 
Technology  Corporation  (STC)  is  now 
marketing  an  optical  disk  storage  device 
capable  of  storing  four  gigabytes  (billion 
bytes)  on  a  single  disk  platter  Toshiba 
has  announced  a  unit  which  can  store  up 
to  10,000  pages  on  a  single  disk.  Hitachi 
and  Thomson  CSF  have  announed 
similar  products. 

Direct  read  after  write  (DRAW)  disks 
are  also  marketed  for  data  storage  by 
Panasonic  and  Shugart.  DRAW 
technology  allows  data  to  be  written  on 
an  optical  disk  and  read  back 
immediately.  Erasure  is  not  possible, 
although  the  large  storage  capacity  of 
disks  reduces  the  need  for  this  feature. 
Many  applications  need  an  audit  trail  for 
documents  and  thus  do  not  need 
erasibility.  Low  cost  per  stored 
character  and  high  storage  capacity 
compensate  for  this.  Depending  on  the 
size  of  the  disk  and  the  degree  of  error 
correction  required,  capacities  range 
from  700  Mbytes  to  three  gigabytes 
(Gbytes). 


Designed  for  use  with  existing 
mainframe  computers,  the  Shugart  and 
STC  drives  are  quite  large  and 
expensive.  However,  Panasonic's  digital 
optical  disk  memory  is  the  size  of  a 
video  tape  recorder  and  sells  for 
$35,000;  this  price  will  decrease  rapidly 
as  volume  and  competition  build.  The 
latter  type  of  system  is  expected  to 
have  the  greatest  impact  on  future 
office  systems. 

The  technology  of  the  erasable 
DRAW  (EDRAW)  disk  is  similar  to 
DRAW  technology  but,  as  the  name 
implies,  allows  erasure.  It  has  been  dem- 
onstrated, but  was  held  back  first  by  a 
patent  disagreement,  and  then  by 
technical  difficulties  in  disk  manufactur- 
ing. Practical  products  are  still  two  to 
four  years  down  the  road,  but  should 
spread  rapidly  into  applications  which 
began  with  DRAW. 

Initially,  in  OIS  systems,  optical  disks 
can  be  used  for  archival  storage  of  any 
machine-readable  documents.  Even  at 
today's  cost  of  about  $300  for  a  0.7- 
Gbyte  disk,  cost  per  million  characters  is 
less  than  $45.  In  quantity,  disk  prices 
could  drop  to  under  $50. 

Combined  with  LANs,  the  DRAW 
disk  will  be  an  extremely  powerful 
database  tool.  Used  with  broadband 
high-speed  LANs,  DRAW  addresses 
one  of  the  fundamental  problems  of 
office  automation — documents  which 
are  not  machine  readable  (i.e.,  image- 
based  documents).  The  problem  has 
always  been  what  to  do  with  large 
amounts  of  this  data.  A  single  DRAW 
disk,  however  can  hold  up  to  15,000 
pages  that  can  be  easily  recovered  with 
resolution  comparable  to  a  photocopy 
One  of  the  unanswered  questions  of 
office  automation  is  what  to  do  with  the 
large  quantity  of  material  (correspon- 
dence, catalogs,  hand-written  notes, 
etc.)  that  makes  up  actual  working  busi- 
ness information.  Optical  disk  storage 
offers  a  reasonable  method  by  which 
non-readable  documents  can  be  stored 
and  moved  with  a  LAN  at  reasonable 
cost. 

In  addition  to  the  technology  dis- 
cussed above,  the  silver  plastic  laser  disk 
being  sold  to  consumers  and  industry 
users  for  video  purposes  also  repre- 
sents a  medium  for  data  publishing. 
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our  Touchscreen 
Personal  Comput- 
ers and  The  Port- 
able, as  well  as 
>J  IBM  PCs. 

Linked  in  an  of- 
fice network,  your 
people  can  increase 
their  productivity 
by  expanding  the  power  of  their 
individual  personal  computers, 
using  system 
software,  elec- 
tronic  mail 
and  filing, 
and  our  exten- 
sive business 
graphics.  They 
have  access  to  much  larger  disc 
memories.  And,  they'll  share  pe- 
ripherals like  laser  printers  and 
graphic  plotters. This  gives  them 
the  tools  they  need  to  work  more 
effectively.  Without  running  up  the 
office  overhead. 

The  HP  3000  family  is  totally 
compatible  right  up  the  line. The 
smallest  system  will  handle  as  few 


as  two  users. The  largest  up  to  4(|j 
So  you  can  expand  your  Persor 
Productivity  Centers  as  you  gro 
without  changing  systems  or  so 
ware.  Since  you  can  also  link  the 
together,  and  to  your  mainfran 
your  opportunities  for  growth  a 
virtually  limitless. 

And  these  systems  are  simple  i 
use.  Word  processing,  texteditii 
report  and  memo  writing  are  all 
easy  as  using  a  typewriter.  (Or  e< 
ier,  because  our  computer  softwa 
guides  you  through  each  job.) 

The  need  for 

distributed  data. 

Your  mainframes  simply  were: 
designed  for  the  interaction  need 
in  today's  offices.  So  DDP  was  boi< 

As  one  of  tl 
pioneers  in  tl 
field,  we  nc 
have  more  th 
15,000  HP  301= 
systems  at  coi 
panies  aroui 
the  world. 
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"In  our  company,  office  systems 
are  geared  to  word  processing  and 
personal  computers.  Mention 
data  processing  and  the  screen 
goes  blank!" 
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Unity  in  the  office 
begins  with  HP 


Productivity.  Not  promises. 

HEWLETT 
PACKARD 


m 


:  lecline  has  been  accompanied  by  an 
xrease  in  the  reliability  of  OCR 
canners,  as  well  as  the  addition  of  new 
eatures  such  as  automatic  sheet 
eeders,  unattended  operation,  and  the 
ibility  to  read  some  magazine  fonts. 
Dest's  WorkLess  Station,  Compu- 
ican's  AlphaScanner  series,  and 
jroducts  at  the  high  end  from  Hendrix 

'  md  Kurzweil  are  among  the  top  sellers 
n  the  OCR  arena. 

:acsimile,  a  productivity 
mhancer 

Another  image-based  peripheral  that 
icts  as  a  productivity  enhancer  in  the 
office  is  the  facsimile  (fax)  device.  Fax 
:an  prove  to  be  a  highly  effective 
peripheral,  as  well  as  aiding  in  electronic 
•nail  functions.  This  is  particularly  true 
A/ith  the  advances  seen  in  fax  tech- 
nology and  reliability.  When  new 
standards  (called  Group  4)  are  adopted 
oy  vendors  and  implemented  in 
products,  fax  transmission  speed  and 
resolution  will  increase  even  more. 
Facsimile  copies  could  rival  the  quality  of 
some  copiers.  With  Group  4  standards 
now  available  to  vendors,  speed  and 
resolution  will  be  the  catalysts  that 
accelerate  the  acceptance  of  imaging  in 
the  office. 

As  fax  transmission  becomes  more 
widespread,  the  ability  to  edit 
documents — either  before  or  after 
they  are  sent — will  become  an 
important  consideration.  IBM's  Scan- 
master  I  and  Wang's  Professional  Image 
Computer  (PIC)  are  early  entrants  into 
the  market  for  editable  scanned 
documents.  However,  the  high  price 
and  lack  of  adequate  storage  for  both  of 
these  products  have  slowed  sales.  What 
is  really  needed  is  a  large-capacity,  laser- 
based  disk  storage  system  that  can 
impress  the  images  to  make  their 
storage  cost  effective,  while  at  the  same 
time  providing  storage  for  thousands  of 
images.  Until  a  product  of  this  type 
becomes  available,  the  cost  and  volume 
of  storage  will  likely  preclude  all  but  the 
highest  volume  customers  from 
purchasing  such  a  scanning  device.  Also 
necessary  for  user  acceptance  of 
imaging  is  proper  and  sufficient 
applications.  Users  are  still  unsure  of  just 
what  can  be  done  with  scanned  images 
and  what  benefits  they  can  provide  the 
corporation.  This  will  require  several 
horizontally-oriented  packages  and 
should  allow  large  volume  potential 
users  to  justify  some  of  the  possible 
applications  for  scanned  images. 

As  stated,  voice-  and  image- 
processing  technologies  will  have 


increasing  application  in  the  office 
throughout  the  1 980s.  Because  more 
disk  space  is  required  to  store  these 
forms  of  information,  storage  costs  will 
become  a  concern.  Although  prices  for 
magnetic  media  storage  will  continue  to 
decline,  new  technology  such  as  the 
optical  disk  will  significantly  reduce 
these  costs  in  the  future.  Furthermore, 
optical  disk  technology  is  of  fundamental 
importance  in  OIS. 

Text  documents  can  be  stored  on 
traditional  direct-access  storage  devices 
(DASD),  with  about  500  pages  per 
megabyte.  Images  require  10  to  20 
times  that  amount,  depending  on  the 
compression  algorithms  to  store  them 
and  the  complexity  of  the  image. 
Digitized  voice  storage  requires  about 
1 5,000  bytes  for  each  second  of  speech, 
or  one  megabyte  for  a  one-minute 
message.  Current  storage  costs  on 
office  systems  from  the  major  U.S. 
vendors  range  from  $12  to  $50  per 
megabyte.  A  page  of  text,  therefore, 
costs  $.  1 0  to  $.40  to  store;  a  page  of 
image,  $1  to  $8;  a  one- minute  voice 
message,  $12  to  $50.  Magnetic  disk 
storage  costs  are  expected  to  decline  at 
about  20  percent  per  year  over  the 
next  five  years. 

Philips  has  offered  an  optical  disk 
product  for  some  time  in  Europe  called 
Megadoc,  which  has  the  capacity  to 
store  3,200,000  pages.  This  product 
became  available  in  the  United  States  in 
the  second  half  of  1984.  Storage 
Technology  Corporation  (STC)  is  now 
marketing  an  optical  disk  storage  device 
capable  of  storing  four  gigabytes  (billion 
bytes)  on  a  single  disk  platter  Toshiba 
has  announced  a  unit  which  can  store  up 
to  10,000  pages  on  a  single  disk.  Hitachi 
and  Thomson  CSF  have  announed 
similar  products. 

Direct  read  after  write  (DRAW)  disks 
are  also  marketed  for  data  storage  by 
Panasonic  and  Shugart.  DRAW 
technology  allows  data  to  be  written  on 
an  optical  disk  and  read  back 
immediately.  Erasure  is  not  possible, 
although  the  large  storage  capacity  of 
disks  reduces  the  need  for  this  feature. 
Many  applications  need  an  audit  trail  for 
documents  and  thus  do  not  need 
erasibility  Low  cost  per  stored 
character  and  high  storage  capacity 
compensate  for  this.  Depending  on  the 
size  of  the  disk  and  the  degree  of  error 
correction  required,  capacities  range 
from  700  Mbytes  to  three  gigabytes 
(G  bytes). 


Designed  for  use  with  existing 
mainframe  computers,  the  Shugart  and 
STC  drives  are  quite  large  and 
expensive.  However,  Panasonic's  digital 
optical  disk  memory  is  the  size  of  a 
video  tape  recorder  and  sells  for 
$35,000;  this  price  will  decrease  rapidly 
as  volume  and  competition  build.  The 
latter  type  of  system  is  expected  to 
have  the  greatest  impact  on  future 
office  systems. 

The  technology  of  the  erasable 
DRAW  (EDRAW)  disk  is  similar  to 
DRAW  technology  but,  as  the  name 
implies,  allows  erasure.  It  has  been  dem- 
onstrated, but  was  held  back  first  by  a 
patent  disagreement,  and  then  by 
technical  difficulties  in  disk  manufactur- 
ing. Practical  products  are  still  two  to 
four  years  down  the  road,  but  should 
spread  rapidly  into  applications  which 
began  with  DRAW. 

Initially,  in  OIS  systems,  optical  disks 
can  be  used  for  archival  storage  of  any 
machine-readable  documents.  Even  at 
today's  cost  of  about  $300  for  a  0.7- 
Gbyte  disk,  cost  per  million  characters  is 
less  than  $45.  In  quantity,  disk  prices 
could  drop  to  under  $50. 

Combined  with  LANs,  the  DRAW 
disk  will  be  an  extremely  powerful 
database  tool.  Used  with  broadband 
high-speed  LANs,  DRAW  addresses 
one  of  the  fundamental  problems  of 
office  automation — documents  which 
are  not  machine  readable  (i.e.,  image- 
based  documents).  The  problem  has 
always  been  what  to  do  with  large 
amounts  of  this  data.  A  single  DRAW 
disk,  however  can  hold  up  to  15,000 
pages  that  can  be  easily  recovered  with 
resolution  comparable  to  a  photocopy 
One  of  the  unanswered  questions  of 
office  automation  is  what  to  do  with  the 
large  quantity  of  material  (correspon- 
dence, catalogs,  hand-written  notes, 
etc.)  that  makes  up  actual  working  busi- 
ness information.  Optical  disk  storage 
offers  a  reasonable  method  by  which 
non-readable  documents  can  be  stored 
and  moved  with  a  LAN  at  reasonable 
cost. 

In  addition  to  the  technology  dis- 
cussed above,  the  silver  plastic  laser  disk 
being  sold  to  consumers  and  industry 
users  for  video  purposes  also  repre- 
sents a  medium  for  data  publishing 
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Unlike  the  DRAW  laser  optical  disk, 
pressed  (actually  injection  molded)  laser 
disks  can  be  produced  in  great  numbers 
at  very  low  cost.  Therefore,  they  poten- 
tially represent  perhaps  the  most 
economical  and  powerful  data  publish- 
ing medium  ever 

Sizes  range  from  the  2- inch  40  Mbyte 
disk  rumored  to  be  coming  from  IBM, 
to  4-0.5  to  1.5  Gbyte  compact  disks 
(CDs)  being  adopted  by  DEC  and  IBM 
for  software  publishing,  to  8-  and  1 2- 
inch  disks,  which  are  less  dense  for  data 
storage  but  allow  video  to  be  mixed 
with  data. 

Another  laser  disk  option  is  the 
McDonnell  Douglas  photographic  disk, 
midway  between  DRAW  and  pressed 
disk,  the  advantages  of  which  are  easy, 
inexpensive  replication  of  copies  using 
standard  Kodak  materials,  and  the  small 
physical  thickness  and  archival  durability 
of  photographic  film,  making  this 
technology  a  real  contender  as  a  micro- 
form replacement.  Fifty  Gbytes  of  data 
will  fit  in  I  square  foot,  I  -inch  thick. 

Consumer  laser  disks  are  commonly 
replicated  for  $5  to  $7  each.  The  4-inch 
digital  audio  disk  now  being  sold  can  be 
manufactured  for  under  $1  each  in 
quantity,  but  may  carry  as  much  data  as 
a  telephone  white  pages  book  1 6  feet 
thick.  Photographic  disks  can  be  man- 
ufactured locally  in  small  quantities  for 
less  than  $3  each. 

Four-inch  CDs  use  the  same  drive 
technology  as  the  consumer  digital  au- 
dio players  now  selling  in  the  $500 
range.  This  could  easily  drop  to  $200  as 
manufacturing  capacity  rises,  making 
laser  players  comparable  to  floppy  disk 
drives  as  imbedded  computer  compo- 
nents. 

True  video  disks,  8  inches  and  12 
inches,  have  data  and  coded  video 
frames,  and  with  an  appropriate  de: 
coder  can  be  played  on  widely  available 
consumer  or  industrial  disk  players  cost- 
ing from  $400  to  $3,000. 

The  Japanese  and  imaging 

As  with  many  technologies  in  the 
past,  we  expect  Japanese  firms  to  make 
a  major  move  into  imaging  and  laser 
disk  products. 

Ricoh  recently  displayed  a  prototype 
of  its  Rinnet  System,  which  is  the  com- 
pany's attempt  to  consolidate  different 


technologies  (document  preparation, 
copying,  printing,  transmission,  storage 
and  retrieval)  into  an  integrated  system. 
Once  documents  are  scanned  with  Rin- 
net, they  can  be  manipulated  or  stored 
on  either  magnetic  or  optical  media. 
Panasonic  also  recently  prototyped  its 
Panafile  1000,  which  includes  a  scanner, 
optical  disk  and  printer  The  Panafile 
1000  is  being  called  an  electronic  filing 
system,  and  will  likely  find  a  place  in 
corporations  that  have  massive  amounts 
of  non-coded  information  to  store.  File- 
Net  also  offers  an  optical  disk-based 
storage  system  for  companies  with  sim- 
ilar needs. 

Since  1975,  Toshiba  has  attempted  to 
improve  its  revenues  and  business 
strategy  by  moving  out  of  low-growth 
areas  into  higher-growth  areas  such  as 
office  products,  factory  automation  and 
the  merchant  semiconductor  market. 
As  a  part  of  this,  Toshiba  abandoned  its 
money-losing  mainframe  computer 
business  in  1 978.  A  review  of  sales  over 
the  last  five  years  indicates  that  manage- 
ment's goal  of  improvements  is  being 
met.  Revenues  have  grown  at  approx- 
imately 1 2  percent  compounded 
annually  during  that  period  of  time. 

In  the  information  equipment  area, 
besides  micro-,  mini-  and  process  con- 
trol computers,  Toshiba  sells  terminals, 
disk  drives  (floppy,  fixed  and  cartridge), 
word  processors,  printers,  copiers,  fac- 
simile machines,  telephone  equipment, 
semiconductors  and  integrated  circuits. 

Compared  to  U.S.  companies  at  sim- 
ilar sales  levels,  Fujitsu  offers  an 
extremely  wide  range  of  products.  Sim- 
ilar to  its  key  rivals  in  Japan,  NEC  and 
Hitachi,  Fujitsu  has  a  strong  position  in 
telecommunications  and  semiconductor 
products.  In  addition  to  a  full  range  of 
general-purpose  computer  systems  and 
peripherals,  the  company  offers  PBXs, 
telephones,  radio  equipment,  telecon- 
ferencing equipment,  facsimile 
machines,  fiber  optic  cable,  microwave 
products  and  modems.  Its  semiconduc- 
tor products  include  more  than  30 
types  of  RAMs,  ROMs  and  EPROMs. 

Fujitsu  has  been  highly  successful  in 
Japanese  markets  for  mainframes  and 
word  processors.  The  company  is  doing 
very  well  in  the  Japanese  word  process- 
ing market  but  has  not  done  well  in 
marketing  small  computers. 

In  the  U.S.  market,  Fujitsu  has  less 
than  I  percent  of  the  market  for  WPs, 
PCs,  and  small  business  systems.  (How- 
ever, through  its  association  with 
Amdahl,  it  participates  much  more 
strongly  in  U.S.  plug-compatible  com- 
puter market.) 


In  the  past,  most  work  groups  have 
had  to  make  do  with  impact  printing 
techniques  (e.g.,  daisywheel,  dot  ma- 
trix); these  work  groups  now  have  the 
option  of  using  non-impact  printing,  in 
the  form  of  laser  and  ink-jet  printers. 
While  non-impact  printing  techniques 
have  distinct  advantages  over  impact 
printers,  research  finds  that,  as  with  the 
user  interface,  no  one  printer  is  suitable 
for  every  user's  needs,  and  that  often 
two  or  three  printers  are  shared  by  a 
given  work  group. 

The  market  for  non-impact  printers 
is  heating  up,  particularly  in  office-type 
applications.  Several  low-end  laser 
printers  are  emerging,  with  prices  be- 
ginning at  less  than  $4,000.  But  what 
advantages  does  this  printing  technolog, 
have  over  impact  printing  techniques, 
which  are  ubiquitous  in  the  office? 

Perhaps  most  importantly,  laser 
printers  can  print  both  images  and  text, 
whereas  the  daisywheel  can  only  print 
text.  This  is  significant:  more  than  50 
percent  of  all  documents  handled  in  the- 
office  consist  of  non-coded  (i.e.,  non- 
computer-generated)  information. 

A  wide  variety  of  fonts  is  available  or' 
laser  printers,  as  well.  And  these  fonts 
can  be  interspersed  on  a  page,  to 
achieve  desired  effects.  While  the  im- 
pact printer  accommodates  a  variety  of> 
fonts,  the  font  wheels  normally  have  to 
be  manually  changed  each  time  a  new 
font  style  is  desired. 

Even  the  low-cost  laser  printers  com' 
ing  to  the  fore  are  able  to  print  upwards: 
of  eight  pages  per  minute  (this  varies,  ot 
course,  by  the  complexity  of  the  page). 
Daisywheels  average  about  one-eighth 
this  speed,  printing  about  30  characters 
per  second  (cps),  and  dot-matrix 
printers  average  100-plus  cps.  And 
while  the  resolution  of  the  laser  printer 
still  does  not  equal  that  of  the 
daisywheel,  the  average  low-cost  laser 
prints  at  around  300  dots  per  inch,  and 
this  resolution  is  expected  to  increase 
with  the  rapid  advances  in  laser 
technology  that  we  are  seeing  today. 

The  clickety-clack  of  the  daisywheel 
printer  compared  to  the  sound  of  the 
laser  printer  is  somewhat  like  the  dif- 
ference between  the  sound  of  an 
electric  typewriter  and  an  air  con- 
ditioner Productivity  gains  thus  can  be 
found  in  a  lower  level  of  noise  pollution, 
which  is  less  of  an  annoyance  to  office 
workers;  also,  the  stop/start  nature  of 
the  daisywheel  printer  is  non-existent  ir 
the  laser  printer 
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"Hello,  I'm  from  Thoughtware. 

I'm  an  ingenious  expert  business 

consultant. 

Together  we'll  Trigger  actions  to  run 

your  business  better 

than  it's  ever  been  run  before." 
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The  Age  Of  Trigger 
Has  Begun. 


Trigger  Is  A  New  Generation 
If  Personal  Computer  Software 
rom  Thoughtware. 

It  Makes  You  Run  Your  Business 
Vith  Greater  Insight,  Power  And 
ontrol  Than  Ever  Before. 

It  Triggers  Actions  To  Make 
Smarter  And  More  Profitable 
3usiness  Decisions. 

A  manager  has  three  overwhelming 
problems.  A  lack  of  time.  An  information 
overload.  A  difficulty  in  remaining  focused  on 
<ey  business  objectives  and  controlling  them. 
Trigger  solves  these  problems  in  a  brilliant  and 
innovative  way. 

It  will  transform  the  way  you  run  your 
business.  Trigger  monitors  key  performance 
areas.  And  performance  can  be  measured  in 
volume,  dollars,  behavior;  whatever  criteria 
are  important  to  your  business. 

And  whenever  an  element  being  moni- 
tored falls  outside  of  its  acceptable  performance 
range,  Trigger  issues  an  action  memo,  with 
probable  causes  and  actions  to  be  taken, 
requiring  the  individual  responsible  to  respond. 
And  it  makes  sure  those  actions  are  taken. 

The  More  You  Use  It,  The  Smarter  You  Get. 

Trigger  becomes  an  expert  system,  learn- 
ing from  experience  and  helping  you  learn  as 
well.  The  more  you  use  it  the  smarter  you  both 
get.  The  more  you  use  it,  the  more  easily  and 
efficiently  you  can  analyze  problems,  make 
decisions  and  create  solutions. 

It  works  with  your  people,  monitoring  and 
analyzing  their  actions,  day  to  day,  week  to 
week,  month  to  month.  In  your  absence, 
Trigger  is  still  present,  acting  as  your  surrogate, 
making  sure  what  needs  to  be  done,  gets  done. 

The  more  you  use  it,  the  more  smoothly 
and  beautifully  your  business  will  run. 


Why  It's  Easy  To  Consult  With  Trigger. 

Getting  to  know  Trigger  is  exciting. 
Everything  is  provided  to  quickly  and  easily 
integrate  Trigger  into  your  regular  business 
operations.  The  computer,  itself,  assists  you  in 
every  phase  of  using  the  program.  It  explains 
the  business  approach  on  which  it  is  based, 
and  provides  all  the  consultative  help  that  you 
will  need  to  set  up  Trigger,  and  involve  and 
motivate  your  people. 

The  Thoughtware  Behind  Trigger. 

Thoughtware  pioneered  personal 
computer-based  management  training.  As  a 
member  of  the  Alexander  Proudfoot  world- 
wide family  of  companies,  Thoughtware  drew 
on  Proudfoot 's  nearly  forty  years  of  manage- 
ment consulting  experience  in  thousands 
of  companies,  to  develop  Trigger. 

To  meet  Trigger,  your  astounding  new 
Expert  Business  Consultant,  or  some  of 
Thoughtware's  other  Expert  Consultants  listed 
below,  visit  your  local  software  or  computer 
store,  or  call  toll-free  1-800-THT-WARE  for  the 
dealer  nearest  you. 

Assessing  Personal  Management  Skills- Evaluating 
Organizational  Effectiveness-Understanding  Personal 
Interaction  Styles- Leading  Effectively- Motivating  To 
Achieve  Results- Defining  Goals  and  Objectives- 
Improving  Employee  Performance-Performance 
Appraisal- Managing  Time  Effectively-Conducting 
Successful  Meetings-Managing  By  Exception. 

Trigger  runs  on:  IBM  "  PC,  XT,  AT  and  operationally  compatible  PCs. 
Trigger  is  a  Trademark  of  The  Alexander  Proudfoot  Company. 
Thoughtware  is  a  Registered  Trademark  of  Thoughtware,  Inc. 


Ihought 

Expert  Consultants  In  Your  Computer. 
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Price  is  one  area  where  impact 
printers  have  an  edge  over  laser 
printers.  Whereas  the  lowest-cost  laser 
printer  today  retails  close  to  $3,500,  the 
daisywheel  is  coming  down  in  price  to  a 
point  where  most  are  less  than  $2,000, 
and  dot  matrix  printers  are  approach- 
ing $200  at  the  low  end.  However;  the 
speed  and  flexibility  issues  must  not  be 
left  out  of  the  discussion  of  price  versus 
performance. 

One  application  for  which  the  laser 
printer  cannot  replace  the  impact 
printer  is  when  carbon-copies  must  be 
made,  as  the  laser  printer  does  not 
make  an  impact  on  the  page.  The 
daisywheel  is  also  frequently  used  in 
printing  off-sized  paper  such  as  index 
cards  and  envelopes,  which  will  not  fit 
into  the  sheet  feeder  of  the  laser 
printer  Qume,  which  has  been  in  the 
daisywheel  printer  market  for  many 
years,  offers  its  Sprint  1 1/40  and  Sprint 
1 1  /55  printers,  which  print  at  40  and  55 
cps,  respectively  (faster  than  most);  both 
printers  come  in  at  less  than  $2,000. 

The  low-end  laser  printer  has  been  in 
use  in  offices  only  about  a  year  But 
when  its  performance  is  proven,  it  will 
certainly  replace  many  applications  cur- 
rently handled  by  impact  printing 
techniques. 

Ink-jet  printers 

For  individuals  or  work  groups  look- 
ing for  high  print  speeds  ( 1 50-270  cps), 
low  noise  levels  (55  decibels  or  less), 
medium-quality  print,  graphics  printing 
capabilities  and  reasonably  low  mainte- 
nance, the  ink-jet  printer  is  a  reasonable 
choice.  Like  laser  printing,  ink-jet  print- 
ing is  a  non-impact  technique.  Rather 
than  lasers,  however,  ink-jet  printers 
spray  liquid  ink  to  form  characters  on  a 
page.  While  ink-jet  printers  have  been 
around  for  some  time,  the  recent  im- 
provements in  reliability  and  quality  of 
print  make  them  very  attractive  for  the 
small  work  groups,  individuals  users  and 
travelling  professionals. 

The  low  noise  factor  of  the  ink-jet 
printer  should  also  be  considered  an  aid 
to  productivity.  Furthermore,  ink-jet 
printers  appear  to  be  more  durable  and 


require  less  maintenance  than  other 
printers,  as  they  do  not  need  oil  or 
lubricants  and  the  printhead  does  not 
wear  down  with  use,  because  it  never 
touches  the  surface  of  the  paper 

One  of  the  problems  that  in  the  past 
plagued  ink-jet  printers  was  that  the 
spraying  nozzles  would  get  clogged. 
This  problem  appears  to  have  been 
overcome,  and  today's  ink-jet  printers 
offer  near-letter-quality  printing  with 
high  reliability. 

Color  ink-jet  printers  are  coming  into 
the  market.  These  printers  have  a  dif- 
ferent ink  well  for  each  color.  Grada- 
tions of  color  can  be  achieved  by  vary- 
ing the  amount  of  ink  shot  onto  each 
spot. 

Exxon's  965  ink-jet  printer;  a  high-end 
product  (at  $4,400),  can  print  scientific 
and  Greek  characters  as  well  as  graph- 
ics. The  print  quality,  particularly 
noticeable  in  scientific  and  Greek 
characters,  is  excellent  on  the  Exxon 
965.  Hewlett-Packard  is  also  making  a 
push  into  the  ink-jet  printer  arena  with 


its  Thinkjet,  which  is  compact,  portable 
and  relatively  inexpensive  at  $495. 
Siemens  has  been  in  the  market  forsomi 
time  and  also  has  some  high-quality  ink- 
jet  printers  to  its  credit.  Siemens'  PT88 
and  Model  2712  are  known  for  their 
high  reliability  and  bit-mapped  graphics 
capabilities. 

While  ink-jet  printers  still  do  not  have 
the  print  quality  of  daisywheel  printers, 
they  are  finding  more  and  more  wide- 
spread use  among  those  whose 
requirements  include  relatively  low 
noise  levels,  speed  and  color  Further- 
more, many  work  groups  are 
employing  two  or  three  printers — a 
daisywheel  which  prints  with  letter-per- 
fect quality  for  correspondence,  an  ink- 
jet  which  is  speedy  and  quiet  for  graph- 
ics and  memorandums,  a  laser  printer 
for  in-house  publications  and  final-form 
reports,  and  a  dot-matrix  which  is  eco- 
nomical for  internal  memorandums  and 
rough  drafts.  A  careful  study  of  needs 
and  a  conscientious  mix  of  printers  can 
meet  just  about  any  user  group's  needs. 


Comfortable  workers  function 
more  effectively 

When  relating  to  productivity,  it  does 
not  make  sense  to  implement  office 
information  systems  and  then  hinder 
the  workers  who  use  them.  Office 
design  can  be  a  highly  influential  factor  in 
productivity.  A  sample  of  several  studies 
supports  this  theory. 

•  A  survey  by  Louis  Harris  reported 
that  productivity  increased  as  much 
as  17  percent  when  workstations 
were  designed  to  meet  users  needs. 

•  The  Buffalo  Organization  for  Social 
and  Technological  Innovation,  Inc.,  is 
currently  conducting  a  research  proj- 
ect involving  4,000  workers, 
reporting  that  design  has  a  bottom- 
line  impact  on  productivity. 

•  A  study  currently  being  conducted  by 
the  Business  Products  Consulting 
Group  (Centerport,  NY)  has  come 
up  with  some  interesting  interim  re- 


Port  of  Tacoma 
One  Sitcum  Plaza 
Tacoma,  Washington 

Port  of  Tacoma  is  a  prosperous 
seaport  and  industrial  complex 
that  encompasses  2400  acres. 
It  ranks  as  a  major  seaport 
nationally  and  worldwide  in 
cargo  tonnage  handled. 

In  1 982,  people  from  eight 
different  departments,  spread 
over  the  entire  Port  complex, 
were  consolidated  into  a  new 
administrative  building — One 
Sitcum  Plaza —  improving 
efficiency  and  productivity. 

Photo  Courtesy  of  Steelcase  Inc. 


suits  in  its  study  of  consumer 
preferences  for  design,  function,  pric- 
ing and  distribution  of  furniture  and 
workstations  for  personal  computers. 
At  their  individual  workstations,  users 
appear  to  be  highly  concerned  with 
being  able  to  shelve  reference  manuals 
and  to  conceal  clutter  from  the  desktop 
interestingly,  they  seem  less  concerned 
with  being-able  to  lock  up  data  and 
information.  As  workstations  become 
more  prevalent,  this  may  begin  to  in- 
crease in  importance. 

Furniture  being  used  to  go  along  with 
the  personal  computer  was  found  to  be 
unsatisfactory  by  70  percent  of  re- 
spondents. And  most  of  these 
respondents  said  that  they  were  willing 
to  spend  money  to  improve  the  fur- 
niture, if  they  knew  where  to  purchase 
it — and  about  half  of  the  respondents 
did  not.  This  data  suggests  the  impor- 
tance of  comfort  and  ergonomics  (the 


NOW  EVEN  A  BASIC 
LIVETTI  TYPEWRITER  CAN 

TURN  INTO 
A  WORD  PROCESSOR. 


THAT'S  THE  WIZARDRY  OF  OLIVETTI. 

When  your  business  grows,  your  productivity  has  to  grow 
i  along  with  it.  But  a  typewriter  that  grows? 

That's  Olivetti  electronic  wizardry.  Typewriter  systems  that 
can  grow  to  help  your  productivity  grow 

Start  with  the  Olivetti  ET111,  one  of  our  simplest  office  type 
,  writers.  Yet  it  has  features  you'd  expect  only  in  more  expensive 
machines.  Features  that  save  time  and  increase  productivity. 

Attach  the  ET111  to  the  Olivetti  ETV300,  it  turns  into  a  word 
processor  with  all  the  features  most  companies  need  at  a 
price  virtually  any  company  can  afford.  The 
ETV300  is  a  display  screen  with  single  or 
dual  floppy  disk  drives.  The  ET111  serves  as 
keyboard  and  printer.  And  still  it  can  be 
used  for  simple  tasks  like  addressing  labels 
and  envelopes.  Tasks  that  expensive  dedi- 
cated word  processors  can't  handle. 

Of  course,  there's  a  lot  of  Olivetti  elec- 
tronic wizardry  between  those  two  steps. 

There's  the  ET115,  an  electronic 
typewriter  that  offers  enough 
memory  to  take  the  repetitious 
drudgery  out  of  typing.  For  let- 
ter perfect  letters,  errors  can 
be  corrected  before  they 
ever  reach  the  page. 


And  the  incredibly  flexible  ET225.  The  basic  model  can 
be  used  for  routine  typing,  with  features  like  display,  correc- 
tion memory  and  phrase  storage.  Then,  by  adding  a  Pro- 
Cart  with  additional  working  memory,  you  have  word 
processing  features  and  bi-directional  printing.  The  ProCart, 
about  the  size  of  a  tape  cassette,  goes  to  work  the  minute 
it  is  inserted  into  the  typewriter. 

And,  of  course,  the  ET225  can  also  become  keyboard  and 
printer  to  the  ETV300  for  even  more  word  processing  features. 

There's  the  ET351  It's  a  typewriter  that  offers  a  choice  of 
single  or  dual  floppy  disk  drives  to  give  you  the  time-saving 
features  of  word  processors  at  a  much  more  affordable  price. 
For  every  office  need,  there's  an  Olivetti  typewriter  system 
that  fills  the  bill.  And  can  grow  to  fulfill  tomorrow's  needs,  too. 

Before  you  pay  more  than  you  should  and  get  less  than  you 
need,  look  at  the  typewriters  that  can  grow  with  you.  Olivetti 
Electronic  Typewriters.  They  can  even  work  together  for 
more  time-saving  productivity. 

How  do  we  do  it?  Wizardry.  Sheer  electronic  wizardry 
See  it  all  at  the  Olivetti  dealer  near  you.  He's  a  wizard. 

Call  1-800-447-4700  for  the  dealer  nearest  you. 
In  Alaska  and  Hawaii  call  1-800-447-0890. 


Electronic  wizardry 
at  your  fingertips. 


oliuelti 


study  of  the  human/machine  interface) 
of  office  furniture,  as  well  as  how  inade- 
quate most  of  it  still  is  today. 
•  The  Office  Furnishings  Future  Study, 
funded  by  the  National  Office  Prod- 
uct Association,  found  that  when  new 
technologies  are  introduced  to  the 
company,  they  can  often  hinder  pro- 
ductivity, rather  than  enhance  it.  The 
reasons  considered  "very  important" 
to  over  half  the  respondents  are: 

1 .  Opinions  and  suggestions  of  users 
not  asked  for  or  used; 

2.  Productive  capabilities  not  fully 
taken  advantage  of  because  work 
insufficiently  changed; 

3.  Users  were  not  well  prepared  for 
the  change; 

4.  Insufficient  training  and  follow-up; 

5.  Old  methods  simply  automated,  as 
traditional  methods  for  performing 
office  tasks  are  not  analyzed  suffi- 
ciently. 

All  of  these  findings  point  to  manage- 

Haworth  delivers  for  Federal  Express 

Responding  to  the  needs  of 
customers  who  demand  overnight 
delivery  of  some  175,000  packages 
nightly  is  no  simple  task;  nor  is  tracking 
those  packages  with  24-hour 
customer  service  and  a  98  to 
99  percent  reliability  record. 

But  Federal  Express  does  just  that, 
every  day,  internationally,  with  a  fleet 
of  61  major  aircraft  and  approximately 
10,000  vehicles  on  the  ground. 

The  formula  behind  the  success  of 
Federal  Express  is  its  philosophy  of 
"People-Service-Profit."  The  company 
believes  if  it  provides  "a  talented  and 
dedicated  staff'  with  equipment  and 
support  systems  suited  to  them,  they 
will  do  their  best  work.  These 
favorable  conditions  naturally  include 
the  physical  environment  in  which  the 
Federal  Express  employees  work. 

When  it  came  to  designing  the 
interior  space  of  Federal  Express' 
J.  Vincent  Fagan  Customer  Service 
Center;  a  9 1 ,000-square-foot  structure 
housing  1 38  Trace  agents  (the  first 
element  of  what  will  be,  by  1990,  a 
l-million-square-foot,  $117  million 
headquarters  in  Memphis),  particular 
attention  was  paid  to  the  work  space 
from  both  a  physical  and  psychological 
point  of  view.  "The  inquiry  load  in 
Trace  and  the  concern  expressed  by 
customers  who  reach  the  agents 

Anne-Mane  Berg 


ment — or  the  lack  thereof.  If 
management  does  not  critically  study  all 
old  methods  and  monitor  and  control 
new  methods,  the  implementation 
strategy  will  fail. 

The  philosophy  is  simple:  Provide 
adequate  tools  to  accomplish  a  task 
with  minimum  effort  and  at  an  afford- 
able price.  Ergonomics  tries  to 
accomplish  this.  Management  must  be 
sensitive  to  the  needs  of  employees 
who  remain  fairly  stationary  for  the 
greater  part  of  a  day.  Swedish  occupa- 
tional health  statistics  in  1 980  indicated 
that  52  percent  of  occupational  diseases 


create  a  job  with  more  pressure  than 
those  in  other  customer  service 
departments,"  notes  Heinz  J.  Adam, 
vice  president,  customer  service, 
Federal  Express  Corp.  "The  people  in 
Trace  deserve  an  outstanding  work 
environment." 

Because  the  international  customer 
service  department  shares  the  same 
basic  environmental  requirements  of 
Trace,  both  were  the  subject  of  a  study 
conducted  by  the  interior  project 
manager  Herman  L.  Wolfe,  Jr,  of  Lee 
Askew  III,  Architects,  the  designers  of 
the  new  center  The  study  isolated  a 
number  of  problems  with  the  old 
environment,  including  insufficient 
work-surface  areas  and  workstation 
filing  space,  as  well  as  an  inability  to 
accommodate  the  computer  terminals 
the  agents  use  every  day.  The  need  for 
individual  privacy  allowing  for  limited 
interaction  also  posed  a  challenge.  In 
addition,  Federal  Express  wanted  a 
flexible  system  which  could  be 
reconfigured  as  the  company  grew. 

These  special  requirements  were 
met  by  Haworth,  Inc.'s  UniGroup 
open  office  systems  furniture, 
components  from  its  UniTek 
Electronic  Support  offering  and 
Haworth  System  Seating  chairs.  "We 
were  looking  for  subtle,  classic  tones 
for  this  headquarters  installation," 
Wolfe  says,  in  addition  to  meeting  the 
requirements  of  visual  and  aural 
shields  which  still  permit  an  agent 
interaction  with  another  in  his/her 


in  that  year  were  linked  to  ergonomic 
factors  ("...diseases  of  a  musculoskeletal 
nature  caused  by  unsuitable  work  pos- 
tures, work  movements,  work  loads...") 
Symptoms  of  discomfort  could  also  in- 
dicate drawbacks  in  system  design. 
Poorly  designed  workstations,  accom- 
panied by  improper  furniture,  could 
result  in  eye  strain  and  backaches,  as 
examples. 

Today,  many  office  furniture  manufac- 
turers— led  by  Steelcase,  Haworth, 
Westmghouse  and  Herman  Miller — of- 
fer a  wide  selection  of  economically 
engineered  furniture  with  built-in  flex- 
ibilities to  accommodate  electronic 
equipment.  Included  in  this  array  are 
adjustable  working  heights,  work- 
surface  configurations,  acoustical  treat- 
ments and  wirirg  methods  for  task 
lighting.  Just  as  important,  furniture 
manufacturers  provide  posture- 
oriented  adjustable  seating  for  elec- 
tronic workstations. 


geographic  grouping.  The 
configuration  for  international  agents 
was  based  on  this  same  standard,  but 
with  larger  dividers  for  increased 
privacy  for  long-distance  multilingual 
phone  conversations. 

The  final  workstation  standard 
combined  warm,  subtle  colors  from 
Haworth's  new  fabric  and  color 
offerings  with  an  ergonomically 
designed  work  space  to  battle  the 
physical  and  psychological  stress 
associated  with  the  agents'  daily  work 
load.  The  workstations  incorporated 
increased  filing  and  work  space,  as 
well  as  an  award-winning  adjustable 
"pad"  on  which  the  computer 
keyboard  rests,  which  swings  beneath 
the  work  surface  and  out  of  the  way 
when  necessary.  The  work  clusters 
and  overall  office  area  are  enhanced 
further  by  Haworth's  energy-efficient 
TriAmbient  Lighting  system. 

"I  like  the  way  the  stations  work," 
says  Hal  Rounds,  Trace  manager. 
"They're  designed  in  a  manner  that 
makes  the  work  flow  simple,  smooth, 
easy  to  manage,  easy  to  track  and  easy 
to  operate.  The  Haworth  panel 
system  offers  acoustical  properties 
that  absorb  distracting  sounds  to  give 
agents  the  quiet  they  need.  System 
performance  is  excellent,  too." 

The  entire  interior  design  provides 
the  ultimate  in  the  "proper  equipment 
and  support  systems"  needed  to  fulfill 
Federal  Express'  "People-Service- 
Profit"  corporate  philosophy. 


When  you  want 
the  ASCII  terminal 
that  leads  the  field 
in  performance, 
well  be  there* 


Now  there's  an  affordable  all-purpose  editing  terminal 
that's  ahead  of  the  pace  in  quality,  performance, 
and  reliability:  Qume's  new  QVT  109» .  It  comes  to 
you  with  a  full  one-year  warranty.  Though  that's 
twice  the  warranty  of  most  other  ASCII  terminals, 
over  98%  of  our  customers  never  need  it.  Qume 
quality  control  is  that  good. 

The  QVT  109  also  leads  the  pack  in  perfor- 
mance, with  19  programmable  function  keys 
(38  functions)  that  can  perform  a  sequence  of 
tasks  at  a  keystroke.  There's  a  capacitive  key- 
board that  combines  the  responsive  touch  of  a 
typewriter  with  ruggedness  that  stands  up 
to  heavy-duty,  all-day  use.  What's  more,  you're 
backed  by  our  nationwide  service  network, 
as  well  as  our  vast  resources  and  solid 
experience  as  an  ITT  company.  You  can 
depend  on  Qume  to  keep  pace  with  your 
needs  in  the  years  ahead. 

For  more  information  about  Qume's 
new  QVT  109,  our  other  alphanumeric 
and  graphics  terminals,  or  our  full  line 
of  daisywheel  printers  and  disk  drives,  call 
(800)  223-2479.  Or  write  Qume  Corpora- 
tion, 2350  Qume  Drive,  San  Jose,  CA  95131. 
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"f'M  H€*£  TONIGHT 
3&CAUSS  OUR  WORKSTATIONS 
COOtONT  TALK  7D  BACH  OTHe* 
TODAY" 


is 


The  Business  System™  5000.A  network  that  links  integrated 
workstations  and  keeps  information  flowing  quickly  Backed  by 
customer  training  and  service  second  to  none.  High  technology? 
Absolutely  Lanier  is  now  part  of 
Harris  Corporation,  a  world 
leader  in  Information  Technology 
For  a  demonstration,  call  us  at 
800-241-1706:  Or  send  the 
coupon.  Today. 


Electronic  Office  Systems  Division 
1700  Chantilly  Drive,  N.E. 
Atlanta,  GA  30324 


A  Harris  Company 
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FOR  YOUR  INFORMATION, 
WE'RE  NOW  PART  OF  HARRIS. 

'In  Georgia  call  404-321-1244  collect. 
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Work  group  computers  as 
productivity  enhancers 

Digital  Equipment  Corp.,  Data  Gen- 
eral and  Hewlett-Packard  all  promote 
the  concept  of  the  "work  group" — that 
is,  small  groups  of  three  to  1 0  workers 
who  work  closely  together  Work 
groups  often  consist  of  different  depart- 
ments within  a  corporation,  such  as 
sales,  accounting,  personnel,  etc.,  usually 
including  one  or  more  secretaries.  Be- 
cause these  individuals  must  have  access 
to  the  same  types  of  information  (e.g., 
accounts-payable  and  receivable,  in- 
ventory pricing  lists,  etc.,  for  the 
accounting  department),  their  office  in- 
formation system  is  optimized  for  these 
needs — through  specialized  software  as 
well  as  information  that  is  most  readily 
available  to  them  and  perhaps  not  avail- 
able to  any  other  individuals  within  the 
organization.  The  notion  of  the  work 
group  functions  well  because  individuals 


within  the  work  groups  possess  what 
might  be  thought  of  as  a  customized 
system,  but  still  one  which  is  similar  in 
use  and  can  share  information  with  the 
systems  of  other  work  groups  within 
the  organization. 

Digital  Equipment  Corporation 

After  significant  research,  DEC 
devised  the  expression  "Team 
Computing"  to  describe  the  work- 
group environment.  DEC  offers  its 
micro  PDP- 1  I  system  to  support  up  to 
eight  users.  Both  the  Rainbow  and  Pro 
350  personal  computers  can  be  used  as 
workstations  attached  to  the  micro 
PDP- 1  I .  DEC  is  centering  much  of  its 
effort  on  allowing  all  of  its  devices  to 
work  together  in  an  Ethernet  and/or 
SNA  gateway  environment. 

The  Team  approach  calls  for  text 
creation  to  be  done  jointly  by  author 
and  secretary — the  author  makes  a 
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rough  draft  at  the  keyboard,  and  the 
secretary  reformats  the  text  and  "clea 
it  up."  The  author  then  does  a  final  ed: 
on  the  document.  This  method  can 
greatly  reduce  turnaround  time,  as 
there  is  no  dictation  or  shorthand, 
which  often  leads  to  misunderstandinj  | 
of  words  and  thus  more  passing  back  j 
and  forth  of  typed  copy.  Requiring  the] 
author  to  use  the  keyboard  is  an  inter ! 
esting  concept,  as  the  tasks  are  made 
easy  through  office  automation,  and  tf  | 
professional  is  involved  in  the  entire 
process. 

Another  facet  of  the  Team  Computi 
approach  is  the  concept  of  the  "serve 
There  are  several  server  elements  at 
the  work-group  level: 
»  File  server 

-  Database  organization 

-  Reliability  and  backup 

-  File  sharing  via  record  locking 

-  Improved  responsiveness 
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Mail 

DDCMP 


DBMS/BASIC 
VAX  Systems 


For  Easy  Access  to 
Specialized  Databases 
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For  Time  Sharing 
Applications 


X.25 


Hi 


ALL-IN-l  VAX 


For  Departmental 
Office  Systems 


DECset  VAX 


For  Easy  Interaction 
With  Department  Files 
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Application  Systems 
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Traditional  Connections  •  Broadband  •  Fiber  Optics  •  ETHERNET  •  PABX 
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For  Inexpensive 
Terminal  Applications 
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Inexpensive  Graphics 
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For  Video-Image 
Terminal  Tasks 
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At  40  copies  a  minute,  the  new 
BD-8812  is  at  least  1/3  faster  than  any 
copier  Toshiba's  ever  introduced.  Yet 
for  all  its  speed,  the  new  Toshiba 
BD-8812  still  comes  with  quality  and 
features  a  lot  of  other  compact  copiers 
can't  approach. 

THINKS  FAST. 

The  Toshiba  BD-8812  comes  with  the 
brains  to  get  the  job  done — smarter 
and  faster.  An  advanced  micro- 
processor that  automatically  regulates 
both  exposure  and  toner  density  for 
perfect  copies.  And  even  looks  after 
28  of  its  own  vital  machine  functions, 
so  you  won't  have  to. 

FAST  FEATURES. 

You  also  get  a  lot  of  features  designed 
to  speed  up  the  whole  process.  Like 
an  automatic  document  feeder.  Push- 
button zoom  enlargement  and  reduc- 
tion. Full  edge-to-edge  copying — with 
no  voids  or  blank  margins.  Single- 
sheet  bypass  that  lets  you  copy  on 
any  size  paper  from  11"  x  17"  down  to 
post  cards.  There's  even  an  optional 
20-bin  sorter  to  speed  up  large  collat- 
ing jobs.  And  a  large  capacity  feeder 
to  maintain  your  paper  supply. 

GET  A  FAST 
INTRODUCTION. 

Call  your  Toshiba  dealer  for  a  free 
demonstration  of  the  new  Toshiba 
BD-8812  copier.  But  do  it  soon.  Once 
word  gets  out  on  the  BD-8812,  we 
think  they're  going  to  move.  Faster 
than  ever. 

Toshiba  Copiers. 
Quality  in.  Quality  out. 

For  information  on  the  BD-8812,  fill  out 
the  coupon,  or  call  1-800-457-7777, 
Operator  20. 


COMPANY 


ADDRESS 


CITY/STATE/ZIP 


PHONE 


F-ll/19 


Send  to:  Toshiba  America,  Inc.,  Copier  Products  Division, 
2441  Michelle  Drive,  Tustin,  CA  92680 


In  Touch  with  Tomorrow 

TOSHIBA 
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V  networkof  Honeywell  computers 
to  improve  customer  service. 

Vhen  Metropolitan  says  they  stand 
by  you-believe  them. 


One  way  to  upgrade  customer  service  is 
to  do  more  to  help  the  sales  representatives 
responsible  for  that  service. 

So  the  Metropolitan  Insurance  Com- 
panies are  installing  over  1000  Honeywell 
DPS  6/40  small  computers  in  their  per- 
sonal insurance  offices  throughout  the  U.S. 
and  Canada. 

By  decentralizing  computerized  sales 
support  functions,  Metropolitan  is  giving  its 
sales  representatives  instant  access  to  data 
that  once  took  days  to  get. 

For  instance,  they  can  now  obtain  sales 
illustrations  and  price  quotes  and  process 
service  transactions  just  by  going  to  a 
terminal. 

The  system  also  helps  reps  by  maintain- 
ing their  policyholder  files  and  generating 
quality  sales  letters  and  timely  reminders  for 
client  calls.  What's  more,  Metropolitans  man- 
agers benefit  by  being  able  to  measure  sales 
against  objectives  more  easily.  The  system  is 
a  strong  decision  support  tool.  Indeed,  its 
word  processing,  electronic  mail,  and  other 


office  automation  capabilities  will  go  a  long 
way  toward  speeding  operations  and  decreas- 
ing paperwork  overall. 

The  Metropolitan  Insurance  Companies 
chose  the  DPS  6/40  for  its  reliability,  expan- 
sion capability,  ease  of  use,  and  the  quality  of 
support  available  from  Honeywell.  They  also 
liked  its  combination  of  price/performance, 
local  processing  power,  and  communications. 

Metropolitans  new  system  is  what 
Honeywell  calls  a  Unified  Solution.  That 
is,  a  system  that  solves  the  whole  problem. 
A  system  developed  together  with  the 
people  who  use  it.  A  system  with  all  the 
resources  of  Honeywell  behind  it. 

Metropolitan  has  always  been  dedicated 
to  the  best  possible  customer  service. 

We  think  it's  a  wise  policy. 

For  more  information  on  how  Honeywell 
computers  can  help  solve  your  problems, 
call  800-328-5111,  Ext.  2705.  (In  Minnesota, 
call  collect,  612-870-2142,  Ext.  2705)  or 
write  Honeywell  Inquiry  Center,  MS  440, 
200  Smith  Street,  Waltham,  MA  02154. 


Together,  we  can  find  the  answers. 

Honeywell 


•  Terminal  server:  low-cost  link  to 
Ethernet 

•  Computer  server:  additional 
computing  power 

•  Communication  server:  links  to 
several  systems 

•  Name  server:  directory  and  protocol 
reference 

Using  these  elements,  there  will  be  a 
movement  toward  using  Ethernet  as  a 
backbone,  with  data  being  "intrinsically" 
shared,  as  well  as  an  increased  recogni- 
tion by  users  of  the  benefits  of  work- 
group computing.  Furthermore,  DEC 
foresees  that  dedicated  systems  will 
continue  to  increase  in  user  appeal.  A 
factor  that  could  contribute  to  the  suc- 
cess of  DEC's  implementation  of  the 
Team  Computing  approach  is  that  the 
entry  price  of  such  a  system  is  within 
the  normal  executive's  discretionary  ap- 
proval area,  which  it  sees  as  a  boost  to 
sales  closings. 

DEC  will  continue  to  introduce  low- 
cost  products  in  support  of  the  Team 
concept  and  will  offer  increased  integra- 
tion with  the  IBM  PC. 

Data  GeneralflHHHHH 

DG  has  identified  three  functions  which 
users  need  to  link  together: 

•  Personal  problem  solver 

•  Office  automation  environment  with 
communications 

•  Departmental  business  applications 
The  package  to  tie  the  work  group 

together  is  called  the  Comprehensive 
Electronic  Office  (CEO),  and  consists  of 
the  MV  series  minicomputer,  acting  as 
the  office  automation  engine  and  com- 
munications gateway,  and  the  new  IEEE 
802  standard  protocol  to  provide  the 
high-speed  local  link.  DG  will  also  sup- 
port the  X.25  interface  and  systems 
network  architecture  (SNA)  terminal 
emulation. 

CEO  encompasses  word  processing, 
electronic  filing,  administrative  support 
and  decision  support  (graphics  and  inte- 
grated DDP).  Integration  of  these  five 
disciplines  is  supported  by: 


Western  Union  gets  the  Message  across  at  Digital 


Digital  Equipment  Corporation, 
based  in  Maynard,  MA  is  a  leading 
designer  and  manufacturer  of  computer 
hardware  and  software.  Founded  in 
1 957,  Digital  provides  worldwide  sales 
and  service  support  to  its  customers 
through  more  than  200  sales  and 
service  locations  in  47  countries. 

Inundated  daily  with  messages  from 
its  customers,  vendors  and  distributors 
internationally — typically,  inquiries  on 
equipment,  the  availability  of  parts  or 
the  status  of  a  shipment — Digital 
created  the  Digital  Corporate  Message 
Center  in  Maynard  to  process  ingoing 
and  outgoing  communications. 

In  1 982,  the  Corporate  Message 
Center  began  using  Western  Union's 
EasyLink  service,  a  store-and-forward 
service  record  communications  that 
gives  users  the  ability  to  communicate 
instantly  over  ordinary  telephone  lines 
from  any  personal  computer  word 
processor,  teleprinter  terminal  or  other 
communicating  equipment.  These  users 
may  also  communicate  with  any  of 
1 80,000  Telex  subscribers  nationwide 
and  1 .5  million  internationally.  Western 
Union  reports  a  total  of  1 ,000  current 
subscribers  to  EasyLink,  generating  2.5 
million  messages  per  month. 

"We  wanted  a  service  that  offered  a 
higher  transmission  speed,  one  that 
would  allow  us  to  use  our  own  word 

•  Media  and  keyboard  operations  that 
are  consistent  throughout  the  soft- 
ware packages  offered 

•  The  operating  systems  are  one 
throughout 

•  Communications  capability 

Data  General  has  adopted  the  modu- 
lar approach  for  these  software 
packages:  however,  word  processing  is 
the  only  package  that  can  operate  inde- 
pendently on  the  host.  The  remaining 
four  packages  are  dependent  on  each 
other  and  must  be  installed  as  one. 

CEO  is  priced  competitively  for  the 
OIS  marketplace;  beginning  prices  for 
an  entry  system  supporting  eight  ter- 
minals can  be  purchased  for  under 
$80,000.  And  CEO  offers  most  of  the 
OIS  capabilities  available  in  the  mar- 
ketplace today. 


processor,  the  DECmate  II  personal 
computer/word  processor,  plus  a 
service  that  would  provide  us  with 
departmentalized  billing  for  identifying 
the  volume  and  costs  of  messages  being 
sent,"  explains  Tom  Humphreys,  a 
senior  telecommunications  analyst  with 
Digital. 

A  variety  of  EasyLink  features  help 
DEC  process  the  800  +  messages  per 
month  which  come  into  the  Center, 
including: 

•  Compatibility:  In  addition  to  creating 
a  low-cost  network  which  allows 
correspondence  either  on-line  or  in 
hard-copy  form,  EasyLink's  protocol 
conversion  eliminates  compatibility 
problems  among  intelligent 
equipment  from  different 
manufacturers/vendors. 

•  Speed:  EasyLink  allows  a  choice  of 
either  300  or  1 ,200  baud 
transmission  rates. 

•  Store-and-Forward:  EasyLink's 
electronic  mailbox  capability  allows 
messages  to  be  saved,  revised,  stored 
and/or  forwarded,  even  to  multiple 
destinations  as  specified  by  stored 
"frequently  used"  name  and  address 
files. 

•  Record  Keeping:  EasyLink  produces  a 
monthly  statement  listing  the  origin, 
destination,  volume  and  per-month 

COSt  Of  messages.  Anne-Mane  Berg 

DG  has  developed  new  marketing 
and  support  programs  for  CEO,  with 
in-house  training,  geared  to  office  pro- 
cedures. A  CEO  office  specialist,  who 
functions  in  much  the  same  way  as  the 
marketing  support  representatives 
(MSP\s)  employed  by  word  processing 
vendors,  has  been  placed  in  every  sale? 
office,  in  addition  to  an  individual  with  < 
broad  background  in  word  processing 

In  March  1 983,  DG  succeeded  over 
competition  from  DEC  Wang  and  IBM 
to  win  one  of  the  largest  office  automa 
tion  contracts  ever  awarded.  E.F  Huttc 
awarded  DG  a  $43  million  contract  for 
CEO.  DG  is  installing  400  of  its 


V/4000  32  minicomputers,  each 
quipped  with  a  2-Mbyte  disk,  a  1 5- 
byte  tape  cartridge  and  two  printers, 
ttached  to  these  CPUs  will  be  at  least 
800  workstations,  typically  four  to 
ght  workstations  for  each  MV/4000 
stem.  In  winning  this  contract,  DCs 
V/4000  was  judged  superior  in  terms 
price/performance  by  the  customer 
comparison  with  Wang's  VS  45  and 
M's  Series/ 1 .  These  systems  will  be 
stalled  in  340  E.F  Hutton  branch  of- 
:es. 

DG  has  upgraded  the  CEO  to  in- 
ude  document-exchange  capabilities 
ith  Wang  word  processing  systems. 
EO  software  packages  translate  the 
irmat  codes  so  that  documents  from 
ther  system  can  be  edited,  filed  or 
hailed  through  an  interchangeably  bi- 
j/nchronous  connection.  This  capability 
ves  DG  the  opportunity  to  penetrate 
Vang's  installed  base  of  equipment  in 
ortune  1 000  accounts.  DG  also  has  an 
greement  with  Northern  Telecom  to 
evelop  the  capability  to  interconnect 
)G  systems  through  Northern 
eiecom's  SL- 1  digital  PBX.  Northern 
elecom's  Displayphone  can  function  as 
workstation  on  Data  General's  CEO 
etwork.  This  agreement  gives  DG  the 
leeded  voice  capability  that  it  lacks. 

DG  has  identified  the  hierarchy 
vhich  is  seen  in  large  users  of  personal 
omputing: 
»  Personal  computers  tied  to  clusters 

►  Clusters  tied  to  departmental  super- 
minicomputers 

►  Superminicomputers  tied  to  organi- 
zational host 
The  company  intends  to  support  sev- 

:ral  network  protocols,  including  IEEE 
S02,  X.25,  SNA/SDLC,  in  addition  to 
'BX  links  (agreements  have  been  made 
vith  AT&T,  InteCom,  Northern 
telecom  and  Rolm  for  PBX  network 
inks).  The  IBM  PC  is  already  supported 
)n  the  DG  network,  and  plans  call  for 
upportof  the  IBM  3270  terminal,  as 
veil. 


The  DG  line  of  personal  computers, 
called  the  Desktop  Generation,  offers 
communications,  power  and  func- 
tionality. DG  is  promoting  this  product 
line  strongly.  It  should  prove  to  be  a 
very  significant  revenue  producer  for 
the  company. 

Taking  the  concept  of  the  CEO  a  step 
further,  DG  offers  its  Comprehensive 
Financial  Office  (CFO),  which  is  ori- 
ented toward  financial  applications  and 
intended  to  be  used  by  acccountants, 
controllers,  etc.  DG  is  expected  to 
continue  to  enhance  and  build  upon  the 
CEO,  offering  "packages"  for  other 
areas  within  organizations. 

Hewlett-Packard  ■■■■■■I 

Perhaps  the  least  known  in  the  office 
among  these  three  vendors  is  HP;  how- 
ever, the  company  has  done  a  lot  of 
homework,  and  its  findings  are  very 
well-founded  as  well  as  highly  articulate. 
There  are  three  essential  elements  to 
HP's  work-group  computers: 

•  The  wide  acceptance  of  personal 
computers  has  created  a  strong  need 
for  external  access 

•  Networking  must  include  products  of 
other  vendors  (thus,  the  open  archi- 
tecture of  HP's  AdvanceNet  local 
area  network) 

•  Integrated  data  management  is 
essential. 

The  company  has  developed  its  of- 
fice products  with  seven  principles  in 
mind: 


1 .  The  workstation  is  the  most  impor- 
tant system,  followed  by  distributed 
data  processors.  Mainframes  are  of 
least  importance. 

2.  All  office  workstations  will  have  per- 
sonal computing  capabilities  (i.e.,  they 
will  have  local  intelligence). 

3.  The  touch  screen  provides  a  superior 
intuitive  user  interface. 

4.  Personal  computers  will  be  linked  to 
distributed  data  processing  systems 
rather  than  mainframes. 

5.  HP  has  a  commitment  to  open  archi- 
tecture. 

6.  High-quality  hardware  and  software 
are  essential. 

7.  Intuitive  integration  will  be  basic. 
All  of  these  principles  have  been  or 

will  be  incorporated  into  HP's  "Personal 
Productivity  Center."  The  PPC  is  HP's 
version  of  the  work-group  computer 
At  the  core  of  the  PPC  is  the  HP  3000 
minicomputer;  which  can  support  from 
four  to  4,000  users. 

Networking  is  paramount  to  HP  Its 
AdvanceNet  offers  a  very  sophisticated 
variety  of  networking  options.  Local 
communiations  are  provided  via  Eth- 
ernet. IEEE  802.3  and  RS-232  links. 
Remote  communications  are  supported 
by  RS-232  (V35.2)  for  HDLC  protocol, 
X.25  interface  and  satellite  communica- 
tions capability.  HP  also  has  PBX 
certification  programs  with  ATTIS, 
Rolm,  InteCom  and  Northern  Telecom. 
A  T- 1  interface,  expected  in  1 985,  is 
being  developed  jointly  with  AT&T. 

Users  of  the  PPC  should  be  able  to 
access  information  transparently  (i.e., 
without  knowing  where  it  came  from, 
which  type  of  data  format  is  being  used, 
or  which  network  topology  is  being 
accessed). 

Approximately  50,000  workstations 
are  using  the  HP  3000,  and  about  1 ,000 
of  these  workstations  employ  HP  Mail 
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and  HP  Desk  Manager;  which  are  fea 
tures  of  HP's  PPC.  One  essential 
component  of  the  PPC  is  HP  Word, 
which  is  accessible  through  the  HP  I 
personal  computer 

HP  certainly  has  articulated  its  wel 
thought-out  strategy,  and  we  expect 
number  of  potential  buyers  to  increa 
as  HP  proves  it  abilities  in  the  office.  Ii 
fact,  James  H.  Bain  manager;  Advance 
Systems  for  HP's  Information  System: 
Group,  prepared  a  report  analyzing 
work-group  computers  as  the  key  to 
productivity. 

In  this  paper  Bair  discusses  a  study 
691  knowledge  workers  in  seven  org 
izations.  He  conducted  the  study  witr 
individuals  at  Bell  Northern  Research 
The  study  found  that  office  workers, 
average,  spend  65  percent  of  their  tin 
in  interpersonal  communication.  This, 
course,  would  vary  on  the  basis  of 
individual  style,  not  position  within  th< 
organization. 

The  majority  of  face-to-face  com- 
munication (48  percent)  is  within  one 
immediate  work  group.  The  remaindi 
is  divided  among:  same  building — 
1 3  percent;  external  to  the  building — 
1 3  percent;  and  external  to  the  com- 
pany— 22  percent. 

Interestingly,  38  percent  of  written 
communication  is  also  within  the  wort 
group.  Twenty-four  percent  is  in  the 
same  building;  22  percent,  different  lo 
cations;  and  14  percent  is  external  to 
the  company. 

Bair  concludes:  "The  knowledge 
worker  communication  at  the  work- 
group level  is  the  hub  of  office  activity 
and  therefore  should  be  a  major  focus 
of  the  office  solution,  (and).. .the  need  i 
offices  is  for  khowledge  worker  con- 
nectivity." 

Productivity  can  be  enhanced 
through  the  integration  of  many  office1 
components.  Before  the  results  can  be 
calculated,  and  even  before  integrated 
office  systems  are  implemented,  top 
management  must  lend  its  support:  tn 
ditional  methods  of  performing  office 
tasks  must  be  analyzed  and  critiqued 
and  new  methods  must  be  tested;  offk 
workers  must  be  properly  informed  o 
changes  and  trained  on  the  new  systerr 
to  be  used;  and  a  critical  mass  of  users 
must  be  familiar  with  and  enthusiastic 
about  the  new  systems.  ■ 

"Office  Automation"  was  prepared  for  FORBE 
Magazine  by  Gartner  Group,  Inc.,  a  Stamford, 
Conn,  based  high  technology  research  firm, 
under  the  direction  of  Kenneth  A.  Smalheiser. 

Edited  by  Christine  G.  Hughes  with  the 
assistance  of  Nancy  Edmondson  Erskine 

Designed  by  Hoashi  Studio,  Inc. 


Who  says 
you  won't  kiss 
your  typewriter? 

You  may  think  it  unusual  to  give 
your  typewriter  a  little  reward.  But 
that  attitude  is  sure  to  change  the 
moment  you  sit  down  at  a  Canon 
AP  300  Electronic  Typewriter  For  the 
AP  300  offers  you  more  than  a  vast  array 
of  electronic  features  —  it  offers  them  to 
you  in  a  most  friendly  manner 

Features  like  a  15- character  display, 
automatic  paper  feed,  correcting,  centering, 
decimal  tab,  pitch  control  and  a  host  of 
others  all  use  modern  electronics  to  create  a 
typewriter  so  smart,  it's  actually . .  .friendly 

Experience  for  yourself  the  joy  of  typing 
with  the  Canon  AP  300  Electronic 
Typewriter  Who  knows  how  you'll  reward  it 
at  day's  end? 

Call  1-800-323-1717,  Ext.  301. 

(In  Illinois,  call  1-800-942-8881,  Ext.  301.) 

Canon  U.S.A.,  Inc.,  One  Canon  Plaza.  Lake  Success,  NY  11042/140  Industrial  Dr.,  Elmhurst.  IL  60126/ 
123  Paulanno  Ave  East,  CostaMesa.  CA  92626/6380  Peachtree  Industrial  Blvd..  Norcross.  GA  30071/ 
2035  Royal  Lane,  Suite  290,  Dallas,  TX  75229.        ©  1984  Canon  USA,  Inc. 

The  conical  configuration  and  attached  plume  of  the  Hershey  KISS 
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So  smart,  it's  friendly. 
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One  system  best 
supports  the  electronic  office. 


UniGroup®  by  Haworth.  UniGroup's 
UniTek™  Electronic  Support  componentry  in- 
cludes Adjustable  Keyboard  Pads  that  fit  any 
standard  or  UniTek  work  surface  or  table,  mov- 
ing in-out,  side-to-side,  swiveling  back  and 
forth  or  tucking  away  from  view.  And 
UniTek  panel-mounted,  freestanding 
mobile,  and  carousel  designs  fit  any 
imaginable  work  situation. 


All  are  supported  by  three,  separate  ek 
trical  circuits  in  one,  versatile  powered-pa 
system— THCircuit  ERA- 1® .  All  are  part  of  o 
comprehensive  systems  approach  to  the  w< 
environment.  The  best  solution  for 
m     electronic  office.  UniGroup. 


Send  for  the 
Support  Package"  today: 


Haworth  Center,  Holland, 


'UniTek  Electro 
Haworth  Inc.,  ( 
MI  49423  U.S.A. 
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Combine  some  of  America's  biggest  dealmakers  with  Drexel 
burnham  Lambert,  and  you  have  a  money  machine  that  is  the 
mvy  of  the  investment  business. 


Taking  in 

each  other's 
laundry 


1.  Saul  Steinberg;  2.  Carl  Lindner; 
3.  Samuel  Belzberg;  4.  William  Belzberg; 
5.  Fred  Carr,  6.  Victor  Posner,  7.  Tloomas 
Spiegel;  8.  Michael  Milken 


By  Allan  Sloan  and 
Howard  Rudnitsky 


Ah,  the  wonder  of  it!  Five 
years  ago  the  investment 
banking  firm  of  Drexel 
Burnham  Lambert  was 
distinctly  minor  league, 
an  also-ran  in  the  race  for  survival  in  a 
fast-changing  Wall  Street.  Today 
Drexel  is  one  of  Wall  Street's  all-stars. 
While  many  Street  firms  are  retrench- 
ing and  pinching  pennies,  Drexel  is 
expanding.  It  is  up  to  6,200  employ- 
ees, from  3,000  in  1979.  Drexel,  which 
is  privately  held,  doesn't  disclose 
profits,  but  Forbes  estimates  the  firm 
earned  at  least  $150  million  last  year, 
up  from  a  mere  $6  million  in  1979. 

The  secret?  Being  in  precisely  the 
right  place  at  the  right  time  with  the 
right  product.  Some  call  them  junk 
bonds.  Drexel  would  prefer  they  be 
called  by  the  more  dignified  name 
"high-yield."  But  by  whatever  name, 
these  securities — not  rated  invest- 
ment grade  by  either  Moody's  or  Stan- 
dard &  Poor's — have  become  hugely 
popular.  That's  in  good  part  because 
Drexel,  recognizing  an  opportunity, 
has  both  stimulated  the  demand  and 
provided  the  supply. 

Trading  in  high-yield,  low-rated  se- 
curities was  something  that  most  bro- 
kerage firms  were  embarrassed  about 


in  the  1970s,  when  a  young  Wharton 
M.B.A.  named  Michael  Milken 
(Forbes,  Dec.  5,  1983),  scarcely  into 
his  30s,  started  dabbling  in  them.  No 
other  reputable  firm  was  interested. 
Classy  it  was  not. 

Milken  saw  opportunity:  a  gaping 
market  imperfection.  What  was 
wrong  with  lower-quality  bonds? 
What  was  so  hot  about  quality  bonds? 
In  today's  era  of  high  debt,  declining 
equity  ratios  and  wrenching  econom- 
ic changes,  many  once-proud  securi- 
ties issuers  have  been  reduced  to  junk 
status:  Consumers  Power,  Interna- 
tional Harvester  and  Bethlehem  Steel, 
to  name  a  few.  In  an  age  of  discontinu- 
ity, the  boundaries  have  fuzzed  be- 
tween quality  and  junk. 

Milken,  of  course,  was  hardly  the 
first  to  recognize  the  merits  of  junk 
bonds.  Years  ago,  academic  studies 
had  concluded  that  over  long  periods 
of  time,  even  after  deducting  de- 
faults, low-quality  bonds  tended  to 
yield  better  results  than  quality 
bonds.  The  extra  margin  of  interest 
was  crucial. 

Milken  began  his  crusade  for  low- 
quality  bonds  in  the  Philadelphia  of- 
fice of  Drexel  Firestone,  which  later 
became  part  of  Drexel  Burnham.  He 
was  giving  investment  advice  part- 
time  during  his  days  at  the  Wharton 
School  of  Business,  becoming  a  full- 
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Michael  (Mike)  Milken,  38, 
Drexel  senior  executive  vice 
president  in  charge  of  junk 
securities  trading  department, 
earns  millions  annually  for 
the  firm  and  for  himself 
Brilliant  innovator,  clever 
strategist,  workaholic, 
prospectus  junkie. 


UillSEratioas  bv  Ruben  Grossman 


time  broker  after  graduation.  Milken 
later  became  famous  at  Drexel  head- 
quarters in  downtown  Manhattan  be- 
cause he  commuted  there  by  bus  from 
his  home  in  suburban  Philadelphia. 
He  took  the  bus  rather  than  the  train, 
which  was  quicker  and  more  comfort- 
able. Why  so?  He  wanted  to  avoid 
running  into  any  acquaintances  on 
the  train.  Not  that  he  was  antisocial. 
Milken  simply  wanted  to  make  sure 
no  one  would  interrupt  his  reading  of 
prospectuses.  Thus  did  he  make  him- 
self the  guru  of  junk  bonds. 

Milken,  still  only  38,  now  runs  a 
135-person  department  in  the 
heart  of  Beverly  Hills,  ensconced  in 
posh  offices  in  a  five-story  building 
that  he  and  his  associates  own. 
Among  his  associates  is  his  brother 
Lowell,  36. 

Mike  Milken  no  longer  rides  buses 
in  obscurity.  He  is  in  such  demand 
that  he  can  schedule  appointments  at 
5  a.m.  and  people  will  actually  show 
up.  Milken  seems  to  live  only  to  do 
business.  He  talks  about  adding  dor- 
mitories in  his  building  so  that  his 
subordinates  can  put  in  longer  hours, 
and  he  may  not  be  kidding. 

Milken  took  home  an  estimated 
$15  million  last  year  as  his  share  of 
Drexel  Burnham's  profits.  Few  of  the 
other  executives  complained.  Mil- 
ken's activities  contributed  about  half 
of  the  firm's  profits,  according  to  bro- 
kerage industry  observers. 

Thanks  in  good  part  to  Milken  and 
Drexel,  low-rated  issuers  such  as  Cir- 
cus Circus  Enterprises,  Coastal  Corp. 
and  Charter  Medical  can  now  raise 
hundreds  of  millions  of  dollars  by  is- 
suing junk  paper  through  Drexel.  This 
single  firm  runs  a  good  half  of  the 
trading  in  the  junk  securities  market. 

What's  interesting,  however,  is  not 
where  Drexel  is  today — that's  an  oft- 


told  tale— but  how  it 
continues  to  dominate 
the  high-yield  market, 
whose  profitability  and  growing  size 
are  luring  an  increasing  number  of 
competitors.  By  now,  Drexel's  domi- 
nance and  profit  margins  should  have 
been  significantly  eroded  by  competi- 
tion, but  they  haven't  been. 

An  important  factor  in  Drexel's 
continuing  dominance  is  the  close 
ties  that  it  has  forged  with  a  number 
of  major  clients,  among  them  some  of 
the  most  controversial  figures  in 
North  American  finance.  Who  are 
these  clients?  They  constitute  almost 
a  Who's  Who  of  American  wheeler- 
dealers.  There  is  Saul  Steinberg,  head 
of  privately  held  Reliance  Group 
Holdings  and  a  member  of  The  Forbes 
Four  Hundred  list  of  the  richest  peo- 
ple in  the  U.S.;"Carl  Lindner  of  Ameri- 
can Financial  Corp.,  who  is  also  a 
Four  Hundred  member;  Victor 
Posner,  head  of  a  conglomeration  of 
heavy-industrial  companies,  a  Four 
Hundred  member,  too;  Fred  Carr, 
chairman  of  First  Executive  Corp., 
one  of  the  fastest-growing  insurance 
companies  in  America;  the  Belzberg 
family,  the  most  famous  corporate 
carnivores  in  Canada,  who  have 
moved  some  of  their  operations  to  the 
U.S.;  and  Thomas  Spiegel,  president 
of  Columbia  Savings  &  Loan  Associ- 
ation of  Beverly  Hills,  which  has 
grown  from  $370  million  to  $4.4  bil- 
lion in  assets  in  the  past  three  years 
and  has  put  about  $1.1  billion  to  work 
in  the  junk  securities  market. 

A  second  tier  of  Drexel  customers 
includes  Stephen  Wynn  of  Golden 
Nugget;  Ivan  Boesky,  the  arbitrager; 
and  the  irrepressible  Meshulam  Rik- 
lis  of  Rapid-American,  which  is  60%- 
owned  by  him  and  40% -owned  by 
Lindner.  Riklis'  West  Coast  office  is 
in  the  same  building  that  houses 
Drexel's  junk  trading  operation.  Be- 
cause Mike  Milken  and  his  associates 


own  the  building,  that  makes  Riklis 
not  only  a  client  but  also  a  tenant. 

For  these  well-loaded  Drexel  cli- 
ents, Milken  and  his  associates  have 
provided  both  a  source  of  money  and  a 
place  to  put  it.  It's  a  case  of  mutual 
convenience:  I'll  finance  you  by 
buying  stocks  and  bonds  that  you  is- 
sue, because  I  think  they're  a  good 
investment.  You  buy  my  securities, 
because  you  think  my  issues  are  a 
good  investment.  Some  of  the  capital  I 
raise  becomes  capital  for  you,  and 
some  of  the  capital  you  raise  becomes 
capital  for  me.  Because  we  all  believe 
our  paper  is  good  and  Drexel  helps 
make  liquid,  stable  markets  in  it,  our 
paper  really  is  good.  A  self-fulfilling 
prophecy. 

Generating  business  like  that  is  the 
reason  Milken  is  among  the  highest- 
paid  Americans  and  why  Drexel  Burn- 
ham  is  one  of  The  Street's  most  profit- 
able firms. 

Mike  Milken's  pitch,  which  falls  on 
increasingly  receptive  ears,  is  that 
buying  a  diversified  portfolio  of  junk 
securities  is  less  risky  than  investing 
in  so-called  safe  securities.  He  points 
out  that  many  investors  buying  and 
holding  high-rated  paper  have  been 
slaughtered  two  ways.  Persistently 
high  interest  rates  have  destroyed 
their  capital,  and  many  once-sound 
issuers  have  become  more  than  a  lit- 
tle shaky.  It  wasn't  long  ago  that  In- 
ternational Harvester  and  Consumers 
Power  Coi  were  top-drawer  credits. 
Now,  their  main  concern  is  survival. 
Investors  buying  and  holding  paper  of 
a  company  like  IH  are  down  40  cents 
on  the  dollar. 

By  contrast,  the  so-called  junk 
bonds  have  an  extra  measure  of 
protection,  partly  because  the  200  or 
so  basis  points  in  extra  yield  provide  a 
margin  of  safety  that  "quality"  bonds 
lack.  And  fertile  minds  at  Drexel  have 
come  up  with  many  kickers  that  add 
value  to  junk  bonds.   For  example, 
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Thomas  Spiegel,  38,  president 
of  Columbia  Savings  &  Loan 
of  Beverly  Hills,  $4.4  billion 
financial  investment 
institution  "  that  owns  $1. 1 
billion  of  junk  securities. 
Smart,  fitness  fanatic, 
ambitious,  eager  to  prove 
himself  in  big-time  finance. 


ere  are  the  Hovnanian  Enterprises 
mds  that  pay  16%%  interest  plus  a 
.are  of  the  firm's  profits;  bonds 
icked  by  commodities;  notes  with 
■pringing"  warrants  that  take  effect 
lly  if  someone  tries  to  take  over  the 
suer.  Drexel  has  even  registered  an 
fering  of  puttable  common  stock  for 
rley  Merchandising. 
Fred  Carr  may  be  Milken's  best  cus- 
imer.  In  the  late  1960s  Carr  was 
riown  as  a  gunslinger  who  bought 
nail,  hot  issues  for  his  Enterprise 
and,  rode  the  market  up  and  then  got 
it  before  the  bubble  burst.  He  denies 
1  blame  for  Enterprise's  fall.  First 
secutive  has  had  a  remarkable  rec- 
rd  since  Carr  took  over  ten  years  ago. 
continued  good  showing  would  re- 
:ore  his  reputation. 
Then  there  is  savings  and  loan  mag- 
ate  Tom  Spiegel,  who  is  little  known 
utside  the  securities  industry.  Spie- 
!},  whose  family  controls  Columbia 
&L,  joined  the  junk  securities  party 
jout  two  years  ago.  He  did  so  after 
le  persuasive  Milken  convinced  him 


there  were  millions  to  be 
made  in  using  S&Ls' 
new,  expanded  powers 
to  invest  aggressively  in  junk  securi- 
ties. Why  lock  your  money  away  in 
30-year  mortgages  at  12%  when  you 
could  buy  junk  bonds  and  earn  16%? 
Columbia  has  money  to  invest  be- 
cause it  has  floated  some  $2  billion  of 
long-term,  fixed-rate  retail  certifi- 
cates of  deposit  through  stockbrokers 
and  has  $600  million  of  long-term, 
fixed-rate  borrowings  from  the  Feder- 
al Home  Loan  Bank  of  San  Francisco. 
Tloday,  therefore,  Spiegel  is  a  big 
source  of  commissions  for  Drexel 
Burnham.  Like  Spiegel,  other  key 
junk  clients  buy  paper  through  Drexel 
and  also  use  the  firm's  services  to 
raise  capital,  although  some  of  the 
customers  occasionally  use  other  un- 
derwriters as  well. 

Mike  Milken  not  only  helps  raise 
money  and  create  investments  for  his 
good  customers,  but  he  also  makes 
markets  in  their  securities.  With  his 
big,  well-heeled  customer  base,  Mil- 
ken can  provide  the  market  with  li- 
quidity and  stability — 
qualities  junk  bond 
markets  once  lacked. 


Milken  has  earned  his  customers' 
loyalty  because,  when  an  issue  goes 
sour,  he  tries  to  fix  things  by  doing 
additional  financings  or  helping  to 
restructure  the  company.  Unlike 
some  investment  houses,  which  have 
been  known  to  dump  junk  issues  onto 
the  market  and  run,  leaving  the  is- 
sues' holders  to  their  own  devices, 
Milken  and  Drexel  provide  service  af- 
ter the  sale. 

Not  that  Milken  doesn't  produce 
some  losers.  Take  the  $400  million  of 
convertible  bonds  Drexel  floated  for 
MCI  Communications  last  year. 
These  bonds  recently  traded  at  65%  of 
face  value,  giving  investors  a  $140 
million  paper  loss.  Nucorp  Energy,  a 
Drexel  issuer,  has  gone  into  Chapter 
11,  and  another  issuer,  MGF  Oil,  said 
recently  it  will  file  soon. 

The  biggest  fiasco  in  Drexel's  junk 
underwriting  history  was  a  $25  mil- 
lion issue  of  Flight  Transportation 
bonds  and  warrants  in  1982.  Drexel's 
diligence  was  less  than  due.  Shortly 
after  the  deal  closed,  the  SEC  cited 
Flight  for  fraud  and  the  firm's  bank 


Fred  Carr,  53,  chairman 
of  First  Executive  Corp., 
fast-growing  $5  billion  life 
insurance  company  that  is 
major  purchaser  of  private 
placement  junk  securities.  A 
shrewd  trader,  risk-taker, 
anticipator  of  financial  fads, 
former  mutual  funds 
"gunslinger. " 
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INNING  OF  THE  END 

■^1  |H^  Something  is  happening  to  the  huge 

II  ■lUP  computers  huge  corporations  use. 

[VII   I   y '  H  They're  shrinking,  both  in  size 

U      ^^   I  Im6  and  in  importance. 

And  perhaps  the  most  dramatic 
example  of  what  the  future  will  bring 
is  a  remarkable  NCR  computer  that 
packs  a  roomful  of  computer  power 
into  a  box  the  size  of  a  suitcase. 

The  technology  that  made  it  pos- 
sible is  called  VLSI  (for  very  large 
scale  integration).  It  allows  us  to 
put  70,000  electronic  elements  on 
a  chip  the  size  of  a  fingernail. 

This  technology  also  makes  this 
computer  faster,  more  reliable  and 
easier  to  service  than  its  much 
bigger  cousins. 

And,  unlike  them,  it  needs  no 
special  air  conditioning  or  special 
wiring.  All  you  do  is  plug  it  in. 

But  the  bottom  line  is  that  it 
dramatically  reduces  the  price  of 
computing  power. 

Even  huge  corporations  can't 
pass  up  a  deal  like  that. 

That's  why  bigger  computers 
aren't  necessarily  better  anymore. 

INNOVATIVE  COMPUTER 
TECHNOLOGY. 

YOU  CAN  EXPECT  IT 
FROM  NCR. 


NCR 


. 


Saul  Steinberg,  45,  head 
of  Reliance  Group,  insurance 
and  leasing  conglomerate, 
tried  to  take  over  Chemical 
Bank  in  1969  but  was  routed 
by  the  Establishment,  made  a 
pass  at  New  York  Times  Co., 
made  millions  in  recent 
attack  on  Walt  Disney. 


i 


accounts  were  frozen  before  most  of 
the  $25  million  was  disbursed.  Var- 
ious Flight  creditors,  plus  Drexel, 
claim  the  money. 

Rather  than  rescind  the  deal,  as 
many  of  its  customers  wanted,  Drexel 
told  them  they  will  get  back  most  of 
their  investment  by  the  end  of  this 
year.  Without  interest,  of  course.  The 
Flight  issue  was  widely  placed,  rather 
than  concentrated  in  a  few  hands,  and 
Drexel's  handling  of  it  provides  an 
interesting  contrast  to  the  way  it  res- 
cued an  unfortunate  issue  of  Integrat- 
ed Resources  preferred  (see  box,  p.  218). 

Milken  is  such  a  persuasive  man 
that  he  can  sometimes  say  outrageous 
things  and  yet  sound  convincing.  He 
likes  to  argue  that  debt-laden  compa- 
nies are  often  safer  than  unleveraged 


ones.  The  reason  is  that 
if  a  highly  leveraged 
company  can  swap  all  its 
debt  for  stock,  it  will  save  enough  on 
debt  service  to  turn  cash  flow  posi- 
tive. But  if  a  company  has  no  debt  and 
gets  into  trouble,  it  has  no  debt-ser- 
vice costs  to  eliminate  through  an 
equity  swap.  That's  something  like 
saying  a  drunk  is  better  off  than  a 
teetotaler  because  a  drunk  can  sober 
up  and  a  teetotaler  can't. 

However,  his  customers  seem  to 
overlook  some  of  this  excess  enthusi- 
asm and  to  forgive  bombs  like  MGF 
and  Nucorp.  So  far,  Milken's  winners 
far  exceed  his  losers,  and  his  services 
remain  immensely  valuable  to  the 
wheeler-dealers  he  serves. 

At  first  Milken  served  them  by  sim- 
ply making  markets  in  existing  low- 
quality  issues.  The  relationship  be- 
tween Milken  and  his  clients  began  to 


move  into  the  truly  big  time  in  1976, 
when  Drexel  Senior  Executive  Vice 
President  Frederick  Joseph  brilliantly 
conceived  the  notion  of  floating  origi- 
nal-issue junk.  Until  then,  junk  secur- 
ities were  fallen  angels  (once  highly 
rated  securities  whose  issuers  had 
been  downgraded)  or  securities  issued 
as  currency  in  takeovers  or  in  stock 
buybacks.  The  thought  of  selling 
original-issue  junk  to  Drexel  custom- 
ers who  were  already  trading  junk  pa- 
per was  a  breakthrough  the  world  was 
ready  for. 

Fl  ittingly,  the  first  two  junk  issues 
Drexel  underwrote  raised  capital 
for  junk-securities  mutual  funds, 
which  invested  most  of  the  proceeds 
of  their  Drexel  underwritings  in  paper 
that  Drexel  made  markets  in.  That 
broke  the  ice.  The  supply  of  junk 
bonds  could  now  be  expanded  to  meet 
a  growing  demand. 


Subtle  synergy 


Fl  red  Carr's  First  Executive  Corp.  is  more  than  just 
one  of  Drexel  Burnham  Lambert's  most  important 
junk  securities  clients.  It's  also  in  partnership  with 
Mike  Milken  and  some  of  his  Drexel  associates. 

This  tangled,  unusual  arrangement  can  be  deduced  by 
outsiders  only  through  combining  information  from 
obscure  public  filings  with  a  few  carefully  crafted  phrases 
in  the  footnotes  of  First  Executive's  1980  annual  report. 
The  arrangement  is  this:  Fred  Carr's  First  Executive  and 
the  Drexel  group  own  50%  each  of  First  Executive's 
reinsurance  subsidiary,  ELID  Life  Insurance  Co. 

First  Executive  and  the  Drexel  group  contributed  $5 
million  each  to  start  the  Delaware  reinsurance  outfit, 
which  began  operating  in  1982  and  had  grown  to  $224 
million  in  assets  as  of  this  past  June  30.  First  Execu- 
tive's $5  million  came  from  proceeds  of  $10  million  of 
preferred  stock  Drexel  placed  for  it  in  1980  with  compa- 
nies run  by  three  of  Drexel's  best  customers:  Saul 
Steinberg,  Carl  Lindner  and  Victor  Posner. 

Twenty-three  Drexel  investors  led  by  Milken  bought 
300,000  shares  of  First  Executive  common  in  December 


1981  at  a  price  below  market  at  the  time  but  near  its 
level  a  year  earlier,  when  the  deal  was  hatched.  They 
also  got  warrants  to  buy  1.2  million  additional  shares  at 
the  same  price  in  stages  through  1985.  The  investors 
paid  $25,000  for  the  warrants,  a  mere  2  cents  a  share. 

Documents  on  file  in  Delaware  show  that  Milken  has 
a  49.15%  share  in  the  corporation  that  owns  the  Drexel 
group's  half  of  ELID  Life.  Complex  and  convoluted? 
Yes — typically  so. 

In  an  interview  in  Beverly  Hills,  Milken  cut  short 
questions  about  the  deal:  "I  have  lots  of  investments." 

Discussing  the  deal,  Drexel  Chairman  Robert  Linton 
said  Milken  has  earned  so  much  money  that  "he's  a 
source  of  capital."  Linton  said  it's  not  uncommon  for 
"merchant  bankers  like  us"  to  own  substantial  inter- 
ests in  subsidiaries  of  publicly  traded  companies.  How- 
ever, we  couldn't  find  any  other  examples  ourselves. 

The  Delaware  reinsurance  company  is  now  yet 
another  outlet  for  Drexel's  high-yield  securities.  The 
Drexel  group  is  thus  becoming  one  of  its  own 
customers. — A.S.  and  H.R. 
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HOW  THE  CARD 
THAT  TAKES  CARE 

OY  NEARLY  80  MILLION 
PEOPLETAKESCARE 

OV  BUSINESS. 


Nobody  takes  better  care  of  b^mess 
than  the  Blue  Cross  and  Blue  Shield 

organization.That's  why  employees  at 
73  of  America's  100  largest  companies 

carry  our  card. 

We're  doing  more  to  hold  down 

rising  health  care  costs 

than  any  insurance 

company. 

In  fact,  in  one  year,     X,„  *^ 

our  cost-containment 
programs  saved  our  custom- 
ers a  healthy  5.9  HUion  dollars. 
Blue  Cross  and  Blue  Shield 
Plans  have  flexible  benefit 
programs,  too,  including  deduct- 

CARRY 
THE  CARING 
CARD.SM 


ibles  and  co-insurance.  Our  financing 
options  range  from  fully-insured  pro- 
grams to  administrative  service 

C°  Working  directly  with  doctors  and 
hospitals,  we've  expanded  our  elec- 

tZc  systems  so  that  we  now  transmit 
55  million"paperless  claims"  annually. 
This  gives  you  better  service,  ower 
operating  costs,  less  paperwork. 
These  are  just  some  of  the  ways 
we  can  help  take  care  of  your 

business.  And  some  ot  the 
,  reasons  why  we  cover  more 
people  than  our  ten  largest 
competitors  combined. 


Blue  Cross, 

Blue  Shield. 


Superb  from 
Even  better  f  ror 


Pittsburgh. 


The  versatile 
Challenger  601 

Even  if  a  corporate  jet  can  fly  three 
or  four  thousand  miles,  it  doesn't  mean 
you'll  always  be  traveling  that  far. 

So  your  machine  has  to  be  versatile. 
And  that's  where  the  Canadair  Challenger 
601  comes  into  its  own. 

Not  only  does  it  offer  the  best 
fuel  efficiency  in  its  class  over  inter- 
continental distances,  its  miserly 
consumption  on  short 
hops  is  equally 

impressive. 


Because  of  this 
flexibility,  companies  find 
they  can  use  the  Challenger  when 
they'd  think  twice  about  using  other 
large  jets. 

Reliability  and 
performance 

Advanced  technology  and  meti 
culous  engineering  are  the  distingui- 
shing factors  of  the  Challenger  601. 


Its  basic  airframe  has  now  logged 
over  20  million  miles.  And  configuration? 
of  its  GE  engines  have  flown  for  over 
3  million  hours  on  military  aircraft. 

By  way  of  creature  comforts,  the 
Challenger  fulfills  your  expectations. 

No  corporate  jet,  for  example,  has 
a  wider  body.  So  you're  able  to 
work,  relax  and  move  freely  ^ 
in  dimensions  that  seem 
less  like  a  flying  tube 
and  more  like  a  real 
room. 


, 


I . 

ew  Y)rk  to  Paris 
[ew\5rkto 


Yet  despite  its  size, 
"hallenger  601  is  so  quiet 
ats  the  new  curfew 
lations  at  noise-sensitive 
brts. 

But  product  attributes, 
latter  how  superior, 
)nly  part  of  the  story. 
I  an  investment  of 
magnitude,  it's  vital 
'low  who  you're 
ing  with. 


Canadair's  aerospace 
expertise 

As  one  of  North  America's 
leading  aerospace  corporations,  Canadair 
produces  an  extensive  roster  of  outstanding 
products,  in  addition  to  the  Challenger. 

These  include  the  world's  leading 
unmanned  airborne  surveillance  system 
for  use  with  NATO  forces;  the  world's 
most  effective  firefighting  aircraft;  plus 
major  aircraft  components  for  companies 
such  as  Boeing,  Lockheed  and  McDonnell 
Douglas. 

Today,  we  offer  you  a  strong  new 
commitment  for  the  future. 

In  practical  terms,  this  means 

complete  on-going  product  support. 

It  means  the  finest  after-sales  service. 

And  it  means  the  security  of  knowing 

you're  making  a  first-rate,  logical 

business  decision. 

For  more  information,  write  Charles 
G.  Vogeley  President  and  Chief  Executive 
Officer,  Canadair  Challenger  Inc., 
274  Riverside  Ave.,  Westport  CT  06880, 
or  call  (203)  226-1581. 


Carl  Lindner,  65,  with  his 
family,  owns  American 
Financial,  Cincinnati 
holding  company ,  famous  for 
wheeling  and  dealing. 
Controlling  stockholder  of 
Penn  Central  and  United 
Brands,  his  $300  million 
helped  Boone  Pickens  drive 
Gulf  Oil  into  arms  of  Chevron. 


Now  the  market  is  booming.  In  one 
week  last  month  Drexel  announced  a 
$1.3  billion  deal  for  Metromedia,  $1.2 
billion  for  Occidental  Petroleum, 
$325  million  for  Saul  Steinberg  and 
$100  million  for  a  leveraged  buyout 
done  by  Kohlberg,  Kravis,  Roberts  &. 
Co.,  a  new  client.  Drexel  has  become 
the  nation's  largest  underwriter  of 
stock  and  debt  issues  for  industrial 
companies.  Drexel's  ability  to  place 
original-issue  junk  gave  clients  rated 
below  investment  grade  a  reliable  dis- 
tribution channel  for  raising  capital. 
Now  clients  could  finance  each  other 
by  buying  new-issue  paper.  One  hand 
was  washing  the  other. 

In  some  ways  original-issue  junk 
was  real  pioneering.  Drexel  opened 
the  public  securities  markets  for  issu- 
ers such  as  Golden  Nugget,  which  had 
a  sound  business  plan  but  lacked  the 
history  to  get  favorable  ratings  from 
the  credit  agencies.  Agencies  empha- 
size issuers'  past  performance,  which 
doesn't  help  a  firm  with  a  glittering 
future  but  a  difficult  past.  Junk  ana- 
lysts use  an  approach  more  suitable 
for  today's  changing  world.  They  try 
to  project  cash  flow,  to  see  if  the  bor- 
rower can  pay  the  debt,  rather  than 
extrapolating  from  history  as  the  rat- 
ing agencies  do. 

U'  nderstandably,  companies  such  as 
Golden  Nugget  are  eternally  in 
Drexel's  debt.  "They  made  me,"  says 
a  grateful  Steve  Wynn,  Nugget's 
chairman.  Wynn,  whose  firm  has 
raised  more  than  $400  million 
through  Drexel  since  1978,  is  a  believ- 
er. The  company  has  about  $250  mil- 
lion invested  in  high-yield  paper,  he 
says,  about  half  of  it  bought  through 
Drexel.  And,  he  adds,  he  holds  some 
junk  paper  in  his  personal  portfolio. 

The  relationship  between  Drexel 
and    its     more     aggressive     clients 


reached  full  flower  a 
year  ago,  when  the  firm 
designed  a  new  strategy: 
the  junk  takeover.  This  was  another 
product  the  world  embraced  eagerly. 
Most  hostile  takeovers  are  funded  by 
bank  loans,  which  people  such  as  Saul 
Steinberg  and  T.  Boone  Pickens  have 
found  difficult  to  raise  on  terms  they 
consider  reasonable.  But  in  Pickens' 
assault  on  Gulf  Oil  and  Steinberg's 
greenmail  of  Walt  Disney,  some 
Drexel  clients  bought  target  company 
shares,  others  committed  money,  and 
Drexel  was  poised  to  raise  hundreds  of 
millions  by  issuing  junk  securities 
quickly.  It's  like  a  big  self-help  group, 
along  the  lines  of  your  local  fuel-oil- 
buying  co-op,  except  that  billions  of 
dollars  are  involved.  Until  rival  in- 
vestment bankers  find  a  way  to  derail 
junk  takeovers,  Drexel-backed  raids 
will  be  exceptionally  difficult  to  stop. 
Watch  out,  world. 

The  major  Drexel  clients  don't  act 
as  a  formal  group.  They  don't  meet 
with  Milken  over  $4  glasses  of  orange 
juice  in  the  Polo  Lounge  so  they  can 
rig  markets  together.  It's  a  communi- 
ty of  interest,  not  a  cabal.  Its  ties  are 
thus  stronger  than  any  formal  agree- 
ment could  forge. 

Clients  do  gather  en  masse  at  Drex- 
el's annual  high-yield  bond  confer- 
ence, a  Los  Angeles  financial  extrava- 
ganza that  has  attracted  guests  as  di- 
verse as  Frank  Sinatra  (access  to 
whom  was  provided  by  Steve  Wynn  of 
Golden  Nugget)  and  James  Walker 
Michaels,  editor  of  Forbes.  Other- 
wise, however,  there  aren't  any  meet- 
ings in  smoke-filled  rooms. 

Are  there  common  threads  among 
special  Drexel  customers?  Only  that 
all  are  aggressive,  are  outsiders  to  the 
conventional  financial  community, 
have  a  trading  mentality  and  can 
make  quick  multimillion-dollar  in- 
vestments without  going  through  a 
corporate  bureaucracy.  A  convention- 


al observer  would  say  they  tend  to  b 
buccaneers,  much  more  interested  i 
money  than  in  running  businesse. 
An  admirer  would  call  them  financi; 
entrepreneurs,  redeployers  of  capital 
To  understand  what  makes  Dre5 : 
el's  bond  world  work,  we  examine 
scores  of  transactions,  concentratin 
on  those  in  which  key  Drexel  custon  ; 
ers  bought  one  another's  paper  ; 
original  issue,  thus  providing  the  issi 
er  with  an  infusion  of  capital. 

Over  and  over,  we  found  key  Drexi 
customers  buying  one  another 
securities  in  the  secondary  market 
too,  as  well  as  chipping  in  to  bu 
issues  that  it  was  particularly  cruci; 
for  Drexel  to  place. 

For  instance,  if  Drexel  had  no 
helped  Columbia  Savings  raise  $11 
million  of  capital  this  year  (an  insij 
nificant  number  compared  with  tr 
S&L's  $4.4  billion  of  total  assets),  Cc 
lumbia  would  not  have  been  able  t 
grow  as  rapidly  as  it  wanted  to.  Undt 
S&L  rules,  $1  of  equity  or  subordina^ 
ed  debt  can  support  more  than  $30  < 
deposits.  Thus,  Columbia's  $115  mi 
lion  could  in  theory  support  moi 
than  $3  billion  of  new  deposits,  whic 
Columbia  could  raise  by  havir 
brokers  sell  retail  CDs.  Some  of  th; 
money,  in  turn,  could  be  channek 
into  Drexel's  paper. 

A  similar  multiplier  exists  for  tl 
money  Drexel  has  helped  raise  for  tr 
Belzbergs'  savings  and  loan.  There 
also  a  multiplier,  albeit  a  much  smal 
er  one,  at  work  in  the  cases  i  j 
Lindner,  Steinberg  and  Carr,  who  m 
insurance  companies  that  have  raise 
money  through  Drexel.  The  mo: 
capital  an  insurer  has,  the  more  bus 
ness  it  can  write,  the  more  premiun 
it  can  take  in,  the  more  money  it  h; 
available  to  invest. 

Which  brings  us  to  a  key  requir 
ment:  To  be  a  major  player  in  tl 
Drexel  high-yield  bond  game  yc 
should  control  one  or  more  pools  i 
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Easy  Link  Does  For  Matt 
Vhat  Instant  Did  For  Coffee. 


EasyLink 

cormore  information  con 
1-800-554-7000 


When  coffee  turned 
font,  it  ended  the  wait. 

Now,  thanks  to    ; 
:stern  Union's 
syLinkSM  service, 
J  wait  for  your 
til  is  over  too. 

All  you 
ed  is  access 
a  personal  / 
mputer, 
>rd  proces- 
r,  or  for  that  matter 
y  equipment  able  to  communicate  over  the  tele- 
one,  and  you're  ready  for  the  hottest  new  instant. 
syLink  Instant  Mail8"  service. 

In  the  time  it  takes  to  boil  water. 

EasyLink  can  have  your  legal  brief  in  Los 
tgeles.  Your  invoice  in  Indianapolis.  Your  report 
Rochester. 

In  fact,  with  EasyLink  you  can  send  almost  any 
De  or  length  correspondence  to  any  personal  com- 
ter  or  word  processor  on  the  EasyLink  network. 

Even  the  Worldwide  Telex  network.  Easily, 
stantly. 

You  can  even  reach  people  without  equipment. 

Now  with  EasyLink's  instant  access  to 
sstern  Union's  Worldwide  communications  ser- 
:es,  they'll  have  a  copy  of  your  correspondence  in 
•  time. 

No  matter  what  brand  you  use. 

No  matter  what  type  equipment  you  own. 
asyLink  allows  you  to  send  mail  instantly. 


Thanks  to 
EasyLink's  ability  to 
translate  instantly 
from  one  computer  to 
the  next,  you  don't 
need  any  special 
equipment. 

EasyLink  holds 
yourincoming 
mail  while  you're 
jgfr   out  for  coffee. 

>/jr         Any  corre- 
spondence that  comes  in  while 
you're  out  will  be  kept  for  you  in  your  own 
private  "Intelligent"  mail  box. 

Even  if  you're  busy  on  your  computer  at  the 
time  your  mail  arrives,  it  will  be  held  until  the 
instant  you're  ready  to  call  for  it. 

When  you're  on  a  break,  no  one  can  break  in. 

EasyLink  protects  you  with  a  3-step  security 
system. 

Only  you  and  the  people  you  choose  to  trust 
ever  have  access  to  your  EasyLink  service. 

Let's  not  forget  the  sugar. 

Signing  up  for  EasyLink  is  fast,  easy  and 
sweet,  because  it's  free. 

There's  no  monthly  service  charge.  There's 
no  installation. 

And  the  cost  per  message  is  generally  less 
than  communicating  over  the  phone. 

For  more  information  write  EasyLink 
Instant  Mail,  P.O.  Box  37472,  Dept.  204,  Omaha, 
Nebraska  68137  or  call  1-800-554-7000. 

Western  Union 


984  Western  Union 


Why  just  mail  it...  when  you  can  Instant  Mail  it. 


Samuel  Belzberg,  52,  and 
William  Belzberg,  56,  control 
Canadian-based  financial 
conglomerate  increasingly 
active  in  U.S.  Made  millions 
in  stock  raid  on  Bache  Halsey 
Stuart,  helped  finance  Boone 
Pickens'  raid  on  Gulf 


capital — capital  not  necessarily  your 
own.  The  pool  may  be  an  insurance 
company.  Or  it  may  be  a  savings  and 
loan.  In  any  case,  you  can  tap  it  to 
provide  a  market  for  Drexel  offerings. 

Having  a  group  of  loyal  customers 
who  can  buy  big  pieces  of  an  issue 
quickly  can  be  crucial.  Take  this  ex- 
ample: In  early  1984,  as  part  of  a  pack- 
age defending  its  client,  Gearhart  In- 
dustries, against  a  hostile  takeover  by 
Smith  International,  Drexel  placed  a 
$98.7  million  issue  of  Gearhart  notes 
and  warrants.  It  was  an  unusual  issue, 
containing  "springing  warrants,"  trig- 
gered only  in  the  case  of  someone 
buying  a  big  piece  of  Gearhart. 

Is  such  a  warrant  legal?  How  do  you 
value  it?  Most  investors  would  hesi- 
tate to  invest  pending  definitive  an- 
swers to  these  questions.  But  Gear- 


hart couldn't  wait.  Drex- 
el's  big  customers, 
though,  could  step  up  to 
the  plate.  Of  the  $98.7  million,  Execu- 
tive Life  and  a  50% -owned  subsidiary 
bought  $52  million,  Columbia  Sav- 
ings bought  $20  million  and  a  Belz- 
berg company  bought  $9.7  million. 
Just  three  customers  bought  more 
than  80%  of  the  issue. 

Or  take  the  $75  million  of  14»/4% 
15-year  notes  Drexel  placed  in  August 
1983  for  Circus  Circus  Enterprises,  a 
casino  client  with  the  potential  to 
develop  into  a  customer  like  Golden 
Nugget.  Of  the  $75  million  issue,  Ex- 
ecutive Life  bought  $27.5  million,  Co- 
lumbia Savings  bought  $27  million 
and  a  Belzberg  company  bought  $10 
million. 

Drexel  and-  Milken  are  in  the 
middle  of  long-running,  mutually 
beneficial  deals  among  Carr,  Stein- 
berg,  Posner  and   Lindner.   In  June 


1980,  when  First  Executive  was  in 
search  of  capital,  Carr  privately 
placed  a  $3.5  million  issue  of  convert- 
ible bonds.  The  biggest  buyer  was  a 
Posner  insurance  company,  Chesa- 
peake, which  took  $1.3  million  of 
them.  In  this  case,  it  was  a  business 
acquaintance  of  Carr's,  not  Milken, 
who  brought  Posner  into  the  deal. 

Iater  in  1980  Drexel  made  a  $10 
I  million  placement  of  preferred  for 
First  Executive.  The  buyers:  Stein- 
berg's Reliance,  $6  million;  a  Lindner 
insurance  company,  $3  million; 
DWG,  a  Posner  company,  $1  million. 
This  money  was  important  not  only 
to  First  Executive,  but  also,  for  per- 
sonal financial  reasons,  to  Mike  Mil- 
ken and  some  of  his  Drexel  associates. 
(For  details,  see  box  on  p.  212.) 

Incestuous?  That's  one  way  of  put- 
ting it. 

Drexel  and  its  clients  contend  that 
this  type  of  analysis  focuses  on  only  a 


Bailing  out  the  customers 


In  June  1983  Drexel  Burnham  Lambert  floated  $220 
million  in  Integrated  Resources  convertible  preferred 
stock.  The  stock,  with  an  8.5%  dividend,  came  out 
when  Integrated  common  was  selling  at  40.  Soon  after, 
Integrated  common  began  a  free-fall  into  the  20s.  The 
preferred  fell  from  its  $50  offering  price  to  the  low  30s. 

Some  of  Drexel's  best  customers  were  ticked  off.  Fred 
Carr's  First  Executive  Corp.  had  $44.3  million  of  the 
issue.  Tom  Spiegel's  Columbia  Savings  had  $10.8  mil- 
lion. Because  the  Integrated  preferred  was  both  perpet- 
ual and  quoted  on  the  NYSE,  Carr  and  Spiegel  had  to 
mark  it  to  market  value  on  their  books  each  quarter, 
rather  than  being  able  to  carry  it  at  face  value.  Each  had 
taken  nasty  writedowns,  which  hurt  book  value  and, 
presumably,  the  price  of  their  shares. 

Enter  a  Drexel  rescue  mission.  After  much  haggling, 
Integrated  agreed  to  overpay  by  buying  1.83  million  of 
the  shares  for  $91.5  million — $50  a  share — of  cash  and 
newly  issued  preferred,  provided  the  sellers  of  the  pre- 
ferred would  overpay  Integrated  for  $102  million  of 


newly  issued  bonds.  The  old  story  of  the  $50,000  dog 
paid  for  by  two  $25,000  cats. 

Drexel  paid  selected  customers  about  $37  for  Inte- 
grated preferred  selling  in  the  market  at  $32.  Carr, 
Spiegel  and  Drexel  swapped  their  preferred  for  the  pack- 
age of  cash  and  new  preferred,  then  bought  the  bonds. 
On  Carr's  and  Spiegel's  books,  that  showed  up  as  a 
wash — preferred  that  cost  $50  swapped  for  $50  of  cash 
and  securities.  So  no  bookkeeping  loss  was  required. 
But  Integrated  more  realistically  calculated  that  the  20- 
year,  131/8%  bonds  for  which  it  was  paid  $102  million 
were  worth  only  about  $82  million.  It  credited  the  extra 
$20  million  to  its  common  shareholders'  equity.  Carr 
and  Spiegel,  it  would  seem,  valued  the  bonds  at  100  on 
their  books,  even  though  Integrated  valued  them  at  80. 

And  other  holders  of  the  Integrated  preferred?  Inte- 
grated says  it  wanted  a  private  deal  for  no  more  than  2 
million  of  the  4.4  million  shares  and  wasn't  obligated  to 
offer  the  same  deal  to  all  holders.  Drexel  certainly  takes 
care  of  its  best  customers. — A.S.  and  H.R. 
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COMPAQ  PRESENTS 

Portability 
Without 

the 
Penalties 


Some  people  discover  too  late  that 
COMPAQ®  Computers  can  do  every 
thing  their  PC's  do  and  a  whole  lot  more 

For  instance,  take  something  as  simple  as 
moving  your  computer.  Most  PC's  require 
two  hands  and  a  very  strong  back.  Not 
the  COMPAQ  Portable.  It  folds  up 
and  has  rugged  shock  mounts.  You 
can  take  it  home,  to  a  job  site,  the 
boardroom,  anywhere  in  the 
entire  world.  So  you  can  increase  your  productivity 

But  that's  not  all.  Some  of  the  nation's  best  plan- 
ners have  been  reduced  to  tears  when  they  find  out 
(after  the  sale)  that  their  computers  need 
two  monitors  to  display  sharp  text  and 
sharp  graphics  at  the  same  time.  We 
display  both  on  one.  These  otherwise 
rational  people  assumed  that  because 
COMPAQ  is  much  smaller,  it  must  do  less. 


It  simply  works  better 


They're  wrong  again.  Strike  three. 
The  COMPAQ  Portable,  unlike  the 
severely  limited  "briefcase"  models 
flooding  the  market  these  days,  is  a  full-function 
computer  that  runs  all  the  same  software  as 
the  IBM®  PC,  all  the  same  printers,  has  all 
the  same  capabilities,  and  then  some. 
It  just  happens  to  have  a  handle  and 
it  weighs  a  lot  less,  20  pounds  less. 
And  if  you  need  more  capacity, 
we  offer  a  popular  10-megabyte  fixed  disk  version 
of  our  portable  called  the  COMPAQ  PLUS™  that 
can  store  whole  mountains  of  data  and  programs. 
So  look  before  you  weep.  At  the  best-selling 
portable  business  computers  in  the 
world.  For  more  information,  a  free 
brochure  or  the  location  of  your  near- 
est Authorized  COMPAQ  Dealer, 
call  toll-free  1-800-231-0900. 


comPAa 


COMPAQ-  is  a  registered  trademark  and  COMPAQ  DESKPRO"  is  a  trademark  of  COMPAQ  Computer  Corporation  IBM*  is  a  registered  trademark  of  International  Business  Machines  Corporation.  ©  1984  COMPAQ  Computer  Corporate 


"At  Greyhound,  we  believe  in 
renewing  our  company  day  by  day. 


i 


John  W.  | 

J  J  Chairman  of  the  E 

m         and  Chief  Executive  0 


At  Greyhound,  we  believe  a  company's  life  is 
measured  not  in  years,  but  in  its  ability  to  meet  the  newly- 
emerging  needs  of  consumers  for  different  goods  and 
services.  This  means  asking  ourselves  every  day  who  we 
are  and  what  we  do. . . 

Renewing  our  company  day  by  day  is  more  than 
just  asking  introspective  questions,  however.  It  involves  a 
determination  to  act  on  the  answers!  That  is  why  today's 
Greyhound  is  a  broadly-based,  multi-industry  corporation 


which  has  become  a  respected  name  in  fields  as  dive  • 
capital  equipment  leasing,  bus  manufacturing,  mortg 
insurance,  money  transfers,  food,  soap,  food  service, 
portation  and  other  service  businesses. 

It  is  also  why  we  are  no  longer  in  some  13  other 
businesses  and  operations  divested  over  the  last  two 
Divestitures  involving  $300  million  in  assets,  $2  billion 
revenues  but  only  $12  million  in  profit. .  .a  4%  return.  Tr 
resources  realized  from  those  divestitures  are  now  bei 


ested  where  the  funds  will  generate  new  growth  for 
ides  to  come. 
The  bottom  line  at  Greyhound  is  a  realization  that  we 
ot  be  content  with  a  continuation  of  things  as  they  are,  no 
sr  how  satisfactory  they  may  have  been  in  the  past.  Today, 
lust  turn  in  the  direction  of  those  businesses  and  activities 
h  hold  the  promise  of  long-term  growth  and  renewal,  and 
ous  new  profit  potential. 


The  Greyhound  Corporation 

A  company  for  the  eighties. 


Victor  Posner,  66,  controls 
pyramided  empire  of 
smokestack  industries. 
Abrasive,  a  feared  corporate 
predator,  he  has  difficulty 
keeping  management  of 
acquired  companies,  is 
frequently  embroiled  in 
lawsuits  and  has  had 
memorable  clashes  with  SEC. 


few  deals  out  of  many  hundreds. 
That's  true.  But  these  deals  are  dispro- 
portionately important  to  the  sellers 
of  the  securities. 

Drexel  clients  Posner  and  Steinberg 
simultaneously  held  large  equity  po- 
sitions in  First  Executive,  both  later 
selling  out  at  a  profit.  Posner  got  his 
stock  by  converting  his  $1.3  million 
bonds;  Reliance  bought  shares  in  the 
market.  Reliance  says  it  bought  and 
sold  First  Executive  stock  on  invest- 
ment value,  and  Posner's  position  had 
nothing  to  do  with  it.  Posner,  who  got 
a  6-to-l  return,  says  that  he,  too,  was 
looking  for  a  good  investment  and 
could  not  have  cared  less  about  Stein- 
berg's activities. 

Tlhere's  no  reason  to  doubt  what 
these  men  say,  but  it  sure  was  con- 
venient. Fred  Carr  is  now  helping  fi- 
nance Posner  and  Lindner  through 
private  placements  arranged  by 
Drexel.  For  example,  in  1982  Carr 
($21  million)  and  Lindner  ($4  million) 
bought  an  entire  Posner  issue.  In  June 
1984  Carr  bought  $39  million  ($53.4 
million  face  value)  of  Posner  paper  to 
help  finance  Posner's  buyout  of  Royal 
Crown. 

Says  Posner:  "I  don't  know  who 
buys  my  paper,  and  I  don't  care.  All  I 
know  is  that  we  get  a  good  rate  [from 
Drexel].  If  we  didn't  get  a  good  rate, 
we  wouldn't  deal  with  them." 

First  Executive  has  invested  in  a 
number  of  American  Financial  pri- 
vate placements.  "I  buy  it  because  it's 
a  good'rate,  we  view  the  paper  as  safe, 
and  we  can  make  money  on  it,  not 
because  Mike  Milken  is  selling  it," 
Carr  says. 

Be  that  as  it  may,  First  Executive 
was  a  major  buyer  in  the  February 
1984  offering  of  $200  million  of 
14V2%  notes  and  $148  million  ($506 
million  face  value)  of  zeros  issued  by 
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Rapid-American,         the 

Meshulam      Riklis-Carl 

Lindner    joint    venture. 

Columbia  Savings  bought  chunks  of 

these  Rapid-American  issues,  too. 

To  round  out  the  picture,  the  Belz- 
bergs  now  hold  6.8%  of  First  Execu- 
tive common  stock,  which  was 
bought  in  the  market  rather  than  di- 
rectly from  First  Executive.  When 
First  City  Properties,  a  Belzberg  com- 
pany, sold  $50  million  of  notes  and 
warrants  in  January,  First  Executive 
and  a  50% -owned  subsidiary  bought 
$20  million  (of  the  notes)  and  800,000 
warrants,  a  potential  7.5%  stake  in 
First  City. 

You  take  in  my  washing  and  I'll  take 
in  yours,  and  we'll  all  end  up  richer. 
Columbia  Savings  bought  $22.1  mil- 
lion of  a  $75  million  First  Executive 
issue  of  convertible  preferred  in  July 
1983.  In  early  1984  First  Executive 
bought  275,000  shares  of  a  1 -million- 
share  Columbia  stock  offering. 

Then  there's  Saul  Steinberg.  In 
1981  Drexel  brokered  a  deal  in  which 
Steinberg  bought  a  20.5%  share  of  Ze- 
nith National  Insurance  Corp.,  a 
workers'  compensation  firm.  Among 
the  sellers  of  Zenith  National  shares 
were  Eugene  Klein,  Steve  Lawrence 
and  Eydie  Gorme. 

Later,  Zenith  did  a  $50  million 
notes-and-warrants  offering  through 
Drexel.  The  buyers  included  Reliance 
($10  million),  First  Executive  ($16 
million)  and  Charter  Corp.'s  insur- 
ance companies  ($5  million).  Within  a 
few  weeks  Zenith  had  bought  enough 
preferred  shares  of  Integrated  Re- 
sources, which  raises  money  through 
Drexel,  to  file  a  13d  and  has  bought 
other  Drexel  paper. 

Thus  does  Drexel-raised  money  fre- 
quently flow  back  and  forth  among 
Drexel  clients.  Thus  does  Drexel 
maintain  its  firm  hold  on  the  high- 
yield  bond  market.  There  is  nothing 
illegal  about  this.  It  is  simply  a  case  of 


one  hand  washing  the  other — to  the 
mutual  profit  of  customers  and 
broker. 

Steinberg,  of  course,  used  Drexel 
and  his  fellow  clients  to  finance  his 
attack  on  Disney — an  attack  from 
which  he  walked  away  with  $59  mil- 
lion in  greenmail  profits. 

Will  some  of  these  Drexel  custom- 
ers pull  together  for  further  corporate 
raids?  It's  pure  speculation  that  they^ 
might,  but  not  outrageous  specula- 
tion. Drexel  raised  $600  million  for  i 
Oscar  Wyatt  this  August,  six  months  i 
after  his  Coastal  Corp.  made  a  pass  at 
Houston  Natural  Gas.  Drexel  Burn-i 
ham  raised  more  than  $250  million r 
for  Boone  Pickens'  predatory  Mesai 
Petroleum  and  lined  up  hundreds  of  i] 
millions  of  dollars  to  help  Mesa  got 
after  Gulf  Oil.  Arbitrager  Ivan  Boesky\ 
and    the    Belzbergs    have    benefited  < 
from  Drexel's  money-raising  services.' 

The  mind  spins.  With  that  kind  of; 
money  could  Mobil  Oil  be  a  target? 
Isn't  Mobil  too  big?  Maybe,  but  the«, 
Bass  brothers  took  on  giant  Texaco  i 
and  walked  away  with  $280  million; 
in  greenmail. 

Drexel  doesn't  operate  in  a"  vacu- 
um.  Now   that   the  junk  bond 
market  has  been  made  respectable* 
and  billions  of  dollars  have  flowed  in, 
the  very  market   imperfection   thati 
Milken  capitalized  on  has  been  aO 
least  partly  closed.  Junk  bonds  aren 
probably   less   of  a   relative  bargain: 
than  they  used  to  be.  Foreigners  andi 
bank  trust  departments  are  investing 
in  junk  now,  so  are  pension  funds,* 
and  Drexel  talks  of  selling  junk  unit 
trusts  to  individual  investors.  Will 
these  changes  affect  the  risk-reward 
ratio  of  buying  low-quality  bonds? 
Most  likely.   But  Drexel  and  Mike 
Milken    are    running    what    almost 
amounts  to  a  private  capital  market 
and,  barring  a  real  financial  crash,  are 
likely  to  go  on  reaping  the  rewards  foi 
a  long  time.  ■ 
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US  Airs  121  planes  are  in  the  air. 


One  luxury  most  business  travelers  don't 
have  is  time.  So  USAir  helps  you  make  the 
most  of  yours. 

We  do  it  by  getting  91%  of  our  fleet  off 
the  ground  by  8  a.m.,  so  you  can  get  an  early 
start  on  your  day. 

We  even  design  many  of  our  schedules 
so  that  you  can  fly  out  and  back  in  the  same 
day  and  still  have  a  full  business  day  at  your 
destination.  That's  especially  true  in  the 
Northeast,  where  we  offer  80%  more  domestic 
departures  than  any  other  airline. 

We're  strong  in  the  Northeast  because 
that's  where  we  started.  But  we  didn't  stop 


there.  Today,  our  system  stretches  as  far 
west  as  California,  Arizona  and  Colorado  and 
as  far  south  as  Texas,  Florida  and  Louisiana. 
In  all,  we  serve  more  than  90  cities  in  the 
U.S.  and  Canada. 

Giving  you  convenient  schedules,  pro- 
fessional service  and  money-saving  fares  has 
helped  make  us  one  of  the  most  successful 
major  airlines  in  the  world. 

For  information  or  reservations,  contact 
your  travel  agent  or  corporate  travel  arranger. 
Or  give  us  a  call  at  USAir.  We'll  be  up  early  to 
serve  you — because  we  want  our  airline  to 
be  your  airline. 


c   1984  USAir,  Inc. 


How  Morgan 
your  cash  managemeui 


Morgan 

on 

Cash 

Management 

Send  Hi     T 

6       [5    1 

"*"           1     Ctrl 

The  best  cash  management 
answers  your  company's  needs 
precisely— this  day,  this  hour. 

And  your  needs  change  as  fast 
as  markets  and  financing  demands 
and  opportunities  change. 

Meeting  these  needs  is  critical 
to  the  multinational  market  The 
Morgan  Bank  serves,  where 
large-dollar  transactions  are  at 
stake  and  our  attention  to  detail 
makes  the  difference. 

That's  why  we  hone  our  cash 
management  services  continuous- 
ly—to make  them  more  adaptable, 
more  timely,  more  useful,  more 
responsive— to  be  the  best  in  the 
business  in  terms  of  your  com- 
pany's specific  needs. 

Here's  how  we  do  it. 

Morgan  innovates  with  tech- 
nology. Morgan  is  well  known  for 
cash  management  ideas.  But  new- 
ness isn't  our  only  measure  of 


worth.  Every  new  service  or  sys- 
tem must  add  value,  produce  a 
measurable  client  benefit,  be  flex- 
ible enough  to  respond  to  change. 

One  example  is  MORCOM, 
Morgan's  computerized  commu- 
nications system.  Among  the  first 
to  be  fully  automated,  it  delivers 
on-line  money  transfer  informa- 
tion in  seconds  and  allows  you  to 
input  your  instructions  with  max- 
imum security. 

Another  is  our  controlled  dis- 
bursement facility  at  Morgan  Bank 
(Delaware).  It  gives  you  each  day's 
checks-paid  total  on  your  terminal 
early  enough  so  you  can  make 
timely  and  profitable  borrowing 
and  investment  decisions. 

We've  also  been  a  pioneer  over 
the  years.  Morgan  developed  the 
first  electronic  cash  letter  service 
for  correspondent  banks.  We  were 
the  first  to  offer  centralized  de- 
pository transfer  checks,  the  first 
with  a  balance  reporting  system 
accessible  worldwide  by  terminal. 

Morgan  advises  on  develop- 
ments. We  make  it  our  business 
to  keep  up  with  significant  cash 


management  developments,  an 
to  communicate  them  to  you 
clearly.  We're  up-to-the-minute  i 
on  everything  from  ACH  to  treas 
ury  workstations.  We  help  you 
understand  and  evaluate  new 
technologies,  new  regulations 
—  to  show  how  they  could  affecfc 
your  systems  and  plans. 

Morgan  pairs  speed  with 
accuracy.  Speed  is  crucial  in 
cash  management,  but  not  at  tl 
expense  of  accuracy.  Tracking 
down  and  correcting  errors  cosi 
time  and  money.  That's  why  wi 
give  accuracy,  dependability,  an 
speed  equal  importance.  No  wo 
der  leading  financial  surveys 
rank  Morgan's  operations  serv-' 
ices  tops  in  thoroughness  and  \ 
reliability  as  well  as  timeliness. 

To  be  more  responsive,  Morj 
adapts.  Morgan's  customer  ser 
ice  specialists,  who  know  our  s; 
terns  and  your  needs,  provide 
fast,  focused  responses  to  your 
questions.  They  monitor  your 
transactions  closely  to  anticipa 
problems.  And  our  computeriz 
investigations  tracking  system 


orks  to  make 

le  best  in  the  business 


On  a  tour  of  the  bank's  operations  facilities,  two  Morgan  officers — cash  management  specialist  Leonard  Penn 
and  account  manager  Gary  Herbst,  standing  at  right — show  global  communications  control  console  to  a  client. 


untly  tells  you  the  status  of 
^our  money  transfer  inquiries, 
lince  no  company  has  identical 
ds,  cash  management  solu- 
is  at  Morgan  are  flexible.  Our 
terns  are  both  modular  and  in- 
ictive,  so  we  can  assemble  just 


the  combination  of  services  that's 
right  for  you. 

An  invitation.We'd  like  to  show 
you  why  so  many  financial  offi- 
cers now  use  Morgan  for  cash 
management.  Ask  the  Morgan 
banker  who  calls  on  you  to  set 


up  an  appointment  to  see  our 
systems  at  work.  Or  write  or  call 
Michel  Tilmant,  Vice  President, 
Operations  Services,  Morgan 
Guaranty  Trust  Company,  23  Wall 
Street,  New  York,  NY  10015.  Phone 
(212)  483-2785. 


Member  FDIC 


The  Morgan  Bank 


If  ever))one  is  rushing  into  financial  ser- 
vices, thafs  okay  with  Jim  Harvey  ofTrans- 
america.  It  just  means,  he  says,  that  every- 
one else  wants  to  be  where  he  already  is. 

Rebuilding  the 
pyramid 


James  Harvey  with  star  of '  Transameriai's  Olympics  commercial 
Coping  with  a  nonidentity  crisis. 
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By  Kathleen  K.  Wiegner 

San  Francisco-based  Trans- 
america  Corp.  these  days  looks 
less  and  less  like  the  odd, 
sprawling  conglomerate  it  had  spent 
years  becoming.  Since  he  took  over  as 
chief  executive  three  years  ago,  James 
Harvey  has  sold  some  $580  million  in 
assets.  United  Artists  went  to  MGM 
for  $380  million.  Gone,  too,  are 
Transamerica's  film-processing  busi- 
ness and  its  relocation  service. 

Even  when  it  sprawled  the  most,  of 
course,  Transamerica's  primary  busi- 
nesses remained  insurance  and  finan- 
cial services.  But  now  there's  no  mis- 
taking Harvey's  determination  to 
grow  right  there.  Since  1981,  as  he 
was  selling  off  a  half-billion  dollars' 
worth  of  odds  and  ends,  he  was  pick- 
ing up  another  $444  million  in  assets, 
most  of  them  in  insurance  and  finan- 
cial services.  With  $118  billion  life 
insurance  in  force,  Transamerica 
ranks  among  the  nation's  top  ten  life 
and  health  insurers. 

Insurance  these  days  seems  to  be  as 
attractive  as  entertainment  was  in  the 
1960s,  when  John  R.  Beckett,  Har- 
vey's predecessor,  acquired  UA.  Sure, 
some  companies — Ashland  Oil, 
Crown  Central  Petroleum  and  Grey- 
hound come  to  mind — are  hoping  to 
sell  insurance  operations  that  did 
not  work. 

But  you  could  make  quite  a  list  of 
companies  now  trying  to  break  in. 
Earlier  this  year,  for  example,  Bank  of 
America  began  selling  Capital  Hold- 
ing Co.'s  life,  homeowners  and  auto- 
mobile insurance  in  a  few  of  itsi 
branches  in  California.  Capital  has  an 
arrangement  with  Kroger  Co.  to  sell 
not  only  insurance  but  also  mutual 
funds,  IRAs  and  other  financial  ser- 
vices in  supermarkets.  Banc  Onei 
Corp.  of  Columbus,  Ohio  has  been 
renting  lobby  space  to  an  insurer,  Na- 
tionwide Life  Insurance  Co.  The  list 
goes  on. 

Harvey,  like  Transamerica's 
founder,  the  fabulous  A.P.  Giannini 
(see  box,  opposite),  can  foresee  the  day 
when  everyone  from  bankers  to  gro- 
cery clerks  could  be  selling  the  ser- 
vices he  offers  today.  "We  are  already 
in  those  businesses  everyone  else  is 
trying  to  enter,"  says  Harvey,  50,  a 
Princeton  engineer  with  an  M.B.A. 
from  University  of  California,  Berke- 
ley. The  trick  to  surviving  the  compe- 
tition, he  says,  is  not  to  be  seduced  by 
the  idea  of  one-stop  shopping  for  fi- 
nancial services:  "We  don't  intend  to 
be  all  things  to  all  people." 

His  strategy?  To  leverage  his  more 
than  12,000  insurance  agents  as  a  dis- 
tribution   system    for    the    financial 
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products  of  others  as  well  as  his  own. 
Transamerica  life  insurance  and  prop- 
erty-casualty agents,  for  example, 
now  sell  mutual  funds  and  tax 
shelters. 

Through  Fred.  S.  James  &  Co., 
which  Harvey  acquired  in  1982  for 
$300  million  (the  largest  acquisition 
in  Transamerica's  history),  he  is  also  a 
big  player  now  in  insurance  broker- 
age. Transamerica  sells  its  services  to 
banks  and  savings  and  loans,  who 
may  need  credit  insurance  for  their 
customers,  say,  or  to  protect  them- 
selves if  a  borrower's  insurance  lapses 
on  a  financed  auto.  Other  financial 
services?  Transamerica  sells  an  indi- 
vidual pension  policy  called  Flex-Pac 
suitable  for  IRAs.  It  also  has  a  highly 
profitable  consumer  finance  oper- 
ation, Transamerica  Financial  Ser- 
vices (23%  of  operating  income  on  8% 
of  revenue)  with  over  400  consumer 
loan  offices  in  23  states,  and  a  title 
insurance  company. 

The  two  decades  it  spent  conglom- 
erating have  left  Transamerica  with  a 
troublesome  marketing  problem,  a 
kind  of  nonidentity  crisis.  Harvey  has 
responded  by  putting  the  Transameri- 


ca name  in  front  of  all  of  its  oper- 
ations except  Budget  Rent  a  Car  and 
Fred.  S.  James.  That's  also  why  he 
spent  $20  million  on  last  summer's 
Olympic  Games,  not  only  as  an  offi- 
cial sponsor,  but  also  with  a  highly 
acclaimed  TV  commercial — a  Kong- 
size  gorilla  making  a  mess  as  he 
climbs  Transamerica's  familiar  pyra- 
mid-shaped headquarters  building  in 
San  Francisco  and  being  asked  by  a 
gutsy  Fay  Wray  look-alike:  "Who's 
going  to  pay  for  all  this?"  What  was 
the  ad's  answer?  Transamerica. 

Insurance  has  had  its  problems  late- 
ly. Home  title  insurance  has  been 
slow  because  of  high  interest  rates. 
And  there's  the  latest  installment  in 
the  cyclical  perils  of  the  property  and 
casualty  business.  Transamerica  re- 
ported net  earnings  of  just  $5.8  mil- 
lion in  the  third  quarter,  vs.  $55  mil- 
lion in  the  same  period  in  1983.  The 
major  factor:  Harvey's  decision  to  add 
$38  million  aftertax  to  the  property 
and  casualty  group's  loss  reserves. 
Virtually  all  property  and  casualty  in- 
surers have  been  gored  this  way,  of 
course,  and  it  will  be  a  while  before 
recent  rate  increases  ease  the  pain. 


But  Harvey  also  has  the  strength  in 
his  nonfinancial  operations  to  see 
him  through  this  rough  patch.  Budget 
Rent  a  Car,  which  is  battling  National 
for  title  to  the  third-largest  car  rental 
company  in  the  U.S.,  has  been  a  good 
performer.  Transamerica  Interway  is 
an  important  factor  in  shipping  con- 
tainer and  piggyback  trailer  leasing, 
where  use  has  been  running  over 
80%.  As  a  holding  company,  Trans- 
america uses  the  untapped  borrowing 
power  of  its  life  insurance  company  to 
fund  growth  in  its  noninsurance  sub- 
sidiaries. Harvey  can,  in  turn,  balance 
taxable  earnings  from  some  business- 
es with  allowable  deductions  from 
others,  to  control  taxes  better  and  to 
generate  the  cash  needed  for  reinvest- 
ment. Cash  flow  and  tax  credits  are 
the  reasons  he  has  hung  on  to  Transa- 
merica's rental  car,  manufacturing 
and  leasing  businesses.  Not  synergy. 

Harvey,  who  joined  Transamerica 
in  1965  as  assistant  to  Jack  Beckett, 
does  not  rule  out  further  acquisitions. 
But  unlike  Beckett's,  he  says,  his  will 
be  in  businesses  Transamerica  is  al- 
ready in.  For  Harvey,  being  in  one 
business — his  own — is  sufficient.  ■ 


"What  if . . .' 


American  Banker  Mar.  9,  192b 


"Crazy  with  big  ideas,"  some  contemporaries  said  of 
Amadeo  Peter  Giannini,  who  had  set  up  Transamerica 
Corp.  as  a  holding  company  in  1928,  never  doubting 
that  a  nationwide  banking  system  was  inevitable. 

The  legislation  Giannini  hoped  for  never  came. 
On  the  contrary,  two  pieces  of  early  New  Deal 
legislation  were  instrumental  in  breaking  up  Gian- 
nini's  banking  and  insurance  empire.  The  Bank  Acts 
of  1933  and  1935  forced  Transamerica  to  relinquish 
control  in  Bank  of  America,  reducing  its  stock  hold- 
ing to  42%.  Twenty  years  later  the  Bank  Holding 
Company  Act  of  1956,  which  prohibited  bank  hold- 
ing companies  from  owning  or  holding  nonbank 
businesses,  forced  Transamerica  to  divest  all  of  its 
bank  interests. 

If  they  were  put  back  together  today,  the  parts  that 
came  from  Giannini's  "big  idea"  would  add  up  to  an 
awesome  whole,  the  least  of  which  would  be  today's 
Transamerica  (1983  revenues,  $4.6  billion).  Besides 
Bank  of  America,  Transamerica  had  owned  banks  in 
Washington,  Oregon,  California,  Nevada  and  Ari- 
zona. These  banks  became  Firstamerica  Corp.,  today 
known  as  First  Interstate  Bancorp.,  the  nation's  larg- 
est multistate  bank  holding  company,  with  22  banks 
in  11  states  and  total  assets  of  $44.4  billion.  And 
today's  BankAmerica  Corp.,  consisting  of  Bank  of 
America  and  Seafirst  Corp.  in  Washington,  has  total 
assets  of  $121  billion. 

Giannini  also  indirectly  had  a  hand  in  forming 
Citicorp,  the  U.S.'  largest  bank  holding  company 
(1983  assets,  $135  billion).  In  1930  Giannini  turned 
over  the  running  of  Transamerica  to  an  eastern 


cf*   V*C>S, 
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1928  view  of  Giannini's  ambitions 


banker,  Elisha  Walker,  and  retired.  Without  consult- 
ing Giannini,  Walker  decided  to  sell  all  of  Trans- 
america's banking  interests.  Before  an  irate  Giannini 
regained  control — he  stumped  the  state  of  California 
urging  shareholders  to  throw  the  rascal  out — Walker 
had  merged  the  New  York  bank,  Bank  of  America 
N.A.,  with  National  City  Bank,  forming  the  prede- 
cessor of  Citicorp. — K.K.W. 
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The  new  Express  Mail  Corporate  Account: 
If  you  ship  a  lot,  It  can  help  a  lot 


Now  the  service  that  delivers 
excellence  overnight,  also  delivers  the 
convenience  of  mailing  without  cash, 
stamps  or  postage  meters. 

If  your  company  ships  an  average 
of  five  Express  Mail®  packages  a  week, 
you're  eligible  to  open  an  Express  Mail 
Corporate  Account.  With  this  account, 
you  simply  indicateyour  account  num- 
ber on  the  Express  Mail  mailing  label 
and  drop  your  package  off  at  the  near- 
est collection  box.  We'll  deduct  the 
postage  from  your  account  balance 
automatically.  And  send  you  a  monthly 
statement  itemizing  payments  tot  every 
domestic  and  international  shipment. 

What's  more,  if  your  company  has 


branch  offices  or  sales  representatives 
in  the  field,  you  can  all  use  the  same 
account  number.  One  corporate 
account.  One  all-inclusive  shipping 


statement  every  month. 

Of  course,  Express  Mail  service 
means  speed,  reliability  and  econ* 
Our  2-Pound  Pak,  for  example,  is) 
$9. 35  overnight.  About  half  what  i 
others  charge.  And  for  heavier  iter 
you  can  get  one  of  our  new  Overnii 
boxes.  At  no  additional  charge. 

So  next  time,  use  the  service  thi 
delivers  over  100,000 packages  a 
time,  everyday.  Express  Mail  A/exi 
Service®  from  the  post  office.  We  c 
excellence  for  less. 


NEXT  DAY  SERVICE 


We  deliver  excellence...for  less. 


As  I  See  It 


With  each  victory  for  'public  interest" 
groups  the  nation  grows  poorer.  Its  time  to 
start  counting  the  cost  of  crusades. 

The  policy  games 
people  play 

An  interview  with  Peter  Navarro 


By  James  Cook 


\merica  has  long  bred  crusaders 
igainst  Special  Interests — Big  Busi- 
less,  Big  Oil,  Landlords,  Greedy  Poi- 
nters, Cheap  Foreign  Labor — you 
lame  it.  But  who  is  to  protect  us  all 
igainst  the  self-righteous  crusaders? 
ust  when  we  need  him,  along  comes 
harvard  economic   researcher  Peter 


Navarro  in  a  new  book  called  The  Poli- 
cy' Game  (John  Wiley,  New  York, 
$18.95).  Navarro  points  out  that  cru- 
saders have  special  interests  of  their 
own,  and  when  they  win  control  of 
policy  in  the  name  of  the  public,  it  is 
often  the  public  that  loses. 

Navarro:  The  book  warns  against 
well-meaning  but  misguided  ideo- 
logues, both  liberal  and  conservative, 


Policy  Game  author  Peter  Navarro 
A  warning  against  well-meaning  but  misguided  ideologues. 


who,  in  promoting  their  own  version 
of  the  public  interest,  often  do  as 
much  damage  as  these  infamous  spe- 
cial interests. 

Take  protectionism.  The  basic  lib- 
eral position  a  la  Walter  Mondale  is  to 
save  American  jobs  and  enhance  na- 
tional security.  Now,  it  turns  out  that 
protectionism  simply  is  the  wrong 
tool  to  promote  those  goals.  Yes,  it 
saves  some  jobs  in  the  auto  and  steel 
and  textile  and  shoe  industries,  but 
because  our  trading  partners  retaliate 
with  their  own  tariffs  and  quotas,  we 
wind  up  destroying  as  many  or  more 
jobs  in  the  farm  sector,  where  we  get 
10%  of  our  foreign  exchange,  as  well 
as  industries  such  as  computers,  phar- 
maceuticals and  shipping,  where  5 
million  Americans  work  today.  We 
also  wind  up  costing  the  average 
American  family  about  $1,000  more 
for  the  goods  and  things  they  buy. 
Protectionism  also  shields  our  strate- 
gic sectors  from  any  import  competi- 
tion, which  would  force  them  to  oper- 
ate at  lower  costs  and  innovate  at  a 
faster  pace.  We  don't  get  this  lean, 
mean  and  modern  industrial  ma- 
chine. We  get  this  kind  of  bloated  and 

outmoded  one  that's  more 

likely  to  fail. 

What  about  all  those  peo- 
ple who  lose  their  jobs?  Don 't 
they  count? 

Navarro-.  Yes,  they  do. 
Which  is  why  the  conser- 
vative free-trade  alterna- 
tive isn't  much  better. 
Yes,  it'll  create  more  job 
opportunities  and  mini- 
mize those  heavy  con- 
sumer costs,  but  it  totally 
neglects  the  legitimate 
plight  of  workers  that  are 
displaced  by  import  com- 
petition. So  you  have  on 
the  one  hand  this  mind- 
less liberalism,  and  on  the 
other  hand  this  heartless 
conservatism. 

What  I  argue  for  is  to 
use  economic  analysis  in 
the  service  of  what  I  call  a 
compassionate  pragma- 
tism. In  this  case  the  solu- 
tions go  from  setting  up 
federal  and  state  programs 
to  assist  workers  in  job  re- 
training, finding  new  jobs 
and,  if  necessary,  helping 
them  to  relocate. 

Where  else  do  you  see 
these  crusaders  harming  the 
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As  I  See  It 


general  interest? 

Navarro-.  Another  perfect  example  is 
rent  control.  The  rent  control  issue  is 
designed  to  provide  fair  and  affordable 
housing  and  to  protect  the  elderly,  the 
handicapped,  the  poor.  Good  goals. 

Rent  control  turns  out  to  be  the 
worst  tool  to  achieve  these  goals. 
Studies  of  rent  control  everywhere — 
from  Boston,  Los  Angeles,  New 
York,  all  the  way  to  Vienna,  Paris 
and  Hong  Kong — have  shown  the 
opposite  occurs.  You  reduce  the  sup- 
ply of  new  apartment  stock,  destroy 
the  existing  apartment  stock,  erode 
the  community  tax  base,  create  un- 
employment and  wind  up  discrimin- 
ating against  the  very  people  you  are 
trying  to  help. 


"Rational  executives  in  the 
utility  industry  are  acting 
in  the  best  interests  of 
their  shareholders  and 
bondholders.  But  that 
rational  behavior  is 
contrary  to  the  best 
interest  of  consumers, 
the  nation  at  large 
and  business." 


Again,  a  perverse  outcome.  And  it 
happens  over  and  over  again  when 
special  or  ideological  interests  win 
control  in  the  policy  game. 

What  about  those  self -proclaimed  con- 
sumerists  who  are  fighting  to  keep  utility 
rates  down? 

Navarro.  We've  had  about  a  threefold 
increase  in  electricity  rates  since  the 
early  Seventies,  and  that  has  angered  a 
lot  of  people.  But  the  costs  of  generat- 
ing electricity  have  gone  up  at  an  even 
faster  pace,  and  the  result  is  what  I 
call  regulatory  rate  suppression.  That 
became  one  policy  game  that  con- 
sumer groups  began  to  win.  At  first 
the  industry  didn't  know  what  was 
happening,  but  over  a  period  of  time 
they  learned  that  the  best  way  to  get 
out  of  this  bind  is  to  stop  making 
investments — a  strategy  of  capital 
minimization. 

Some  were  faster  than  others.  Con 
Ed  was  really  quick.  When  you  stop 
building,  you're  okay.  Con  Ed's  okay. 
Hasn't  made  any  investment  for 
years,  lust  got  kind  of  like  a  cash  pot. 

Once  the  present  agenda  of  con- 
struction is  finished,  we  will  not  see 
any  more  major  investment  by  utili- 
ties for  a  long  period  of  time,  not  until 
this  regulatory  situation  changes. 
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Eventually  this  capital-minimization 
strategy  will  mean  consumers  will  pay 
higher  rates  for  less  reliable  sen  'ice. 
Navairo:  Exactly.  To  the  extent  that 
we  do  not  displace  expensive  petro- 
leum and  natural  gas  with  low-cost 
supply  or  demand  measures,  we  fore- 
go a  savings  that  would  otherwise  be 
available  to  the  ratepayer.  If  the  regu- 
latory climate  is  unfavorable,  it  will 
have  an  impact  on  the  utility's  cost  of 
capital — and  it  already  has,  100  to  200 
basis  points,  so  far.  This  situation 
means  tens  of  millions  of  dollars  of 
additional  interest  charges,  and  those 
interest  charges  ultimately  accrue  to 
the  consumer. 

That's  what's  happening  to  Texas 
Utilities.  Last  summer  the  commis- 
sion made  two  unfavorable  rate  rec- 
ommendations in  a  row,  and  each 
time  Standard  &  Poor's  and  Duff  &. 
Phelps  lowered  Texas  Utilities'  bond 
ratings. 

)'ou  say  that  reasonable  men  would 
recognize  the  economic  implications  of 
what's  happening  and  change  course. 
They  should  pay  more  attention  to  the 
long-range  economic  implications  of 
what  they  advocate. 

Navarro:  Rational  executives  in  the 
utility  industry  are  doing  exactly 
what  they  should.  They're  acting  in 
the  best  interests  of  their  sharehold- 
ers and  their  bondholders.  But  that 
rational  behavior  is  contrary  to  the 
best  interest  of  the  consumers  and  the 
nation  at  large,  the  business  commu- 
nity and  the  btoader  American  public. 
We  have  a  situation  in  which  short- 
run  political  pressures  prevent  the 
long-run  decision  from  being  made. 

I  say  that  if  you're  worried  about 
the  poor  and  the  elderly,  then  you 
address  that  with  a  system  of  electric- 
ity stamps,  cash  subsidies  or  some 
direct  program  that  will  ultimately 
cost  far  less  than  these  hidden  costs  of 
rate  suppression. 

If  we  have  a  wave  of  bankruptcies  in 
the  utility  industry,  it  will  turn  a 
trend  toward  capital  minimization 
into  an  inevitability  with  all  those 
penalties  of  higher  prices.  We  will  see 
these  power  shortages  begin  to  appear 
in  the  Sunbelt. 

As  a  consequence  of  not  counting 
the  cost  of  our  ideological  policy 
choices,  we're  going  to  go  through 
this  economic  erosion.  It  may  be  the 
difference  between  prosperity  and 
poverty.  More  likely  it'll  be  the  differ- 
ence between  a  good  life  and  a  great 
life,  because  we're  basically  a  strong 
nation.  But  that's  a  big  difference.  I 
think  the  Eighties  will  be  a  decade  in 
which  this  issue  is  one  of  the  impor- 
tant ones.  ■ 


An  IBM  System/38  and 
IBM  software  help  spee 
up  gear  production. 

Cone  Drive  Operations 
reduced  inventory  and 
improved  on-time  deliver) 
from  50%  to  80%,  while 
cutting  production  lead 
time  in  half  with  IBM 
MAPICS  software  and  an 
IBM  System/38. 

The  System/38  is  just 
one  of  a  number  of  easy-tc 
use  Business  Computer 
Systems  from  IBM. 

Whatever  size  your 
business,  they'll  help  you 
do  what  you  do,  better. 

They  can  be  used  as 
stand-alone  computers  or  i 
part  of  a  network. 

You  see,  there  are  as 
many  ways  to  use  IBM 
Business  Computer 
Systems  as  there  are 
businesses. 

To  learn  more,  call  IBH 
Direct.  Or  send  in  the 
coupon  below. 


j   Dl!\l.  Dept.3Q/Z 

100  Larsons  Pond  tmv 
I  Franklin  Likes.  New  J< 


I  Please  scud  me  mure 

■  IHM  Business  Coinpu 

I  Vllllr  . 

I  Conipam 


iiliifi 


1  800 IBM-2468.  ext. 


After  almost  two  decades  as  a  lean,  mean, 
low-cost  producer,  National  Semiconduc- 
tor is  trying  to  class  up  its  act.  It  doesnt 
help  that  the  chip  market  has  turned  soft. 

Good-bye, 
animal  house 


By  Anne  Bagamery 


Charles  E.  Sporck,  57,  presi- 
dent of  National  Semiconduc- 
tor Corp.,  is  not  by  nature  an 
ebullient  man.  Yet  he  positively 
bounces  as  he  shows  a  visitor  around 
National's  new  14-acre  employee 
park  in  Santa  Clara,  Calif.  Rising  be- 
hind the  park,  which  includes  a  soft- 
ball  diamond,  a  landscaped  jogging 
track  and  a  1.3-acre  lake,  are  girders 
for  a  $75  million  research  and  devel- 
opment center.  "We've  gotten  to  the 
point,"  says  Sporck,  back  in  his  new 
chrome-and-beige  office,  "where  we 
can  afford  some  niceties." 

Can  it  afford  them  in  spite  of  the 
recent  softness  in  the  whole  chip 
market,  where  National  gets  65% 
of  its  sales?  Sporck  is  on  record 
that  the  softness  is  only  tempo- 
rary. If  he  is  right  and  if  his  recent 
efforts  to  improve  profit  margins 
take  hold,  National  stock,  recent- 
ly selling  at  just  a  shade  over 
book  value,  could  be  quite  an  in- 
teresting speculation. 

The  idea  of  carpets  on  the  floor 
at  National  is  about  as  unnatural 
as  that  of  an  IBM  salesman  in  a 
turtleneck.  But  the  changes  are 
more  than  cosmetic.  Sporck  built 
National  into  the  third-largest 
semiconductor  maker  in  the  U.S. 
by  emphasizing  low-cost  manu- 
facturing and  aggressive  pricing. 
Now  on  the  verge  of  becoming  a 
$2  billion  company,  National  is 
classing  up  its  act.  Sporck  wants 
to  reshape  National  into  a  maker 
of  a  full  line  of  semiconductor 
products,  many  with  a  propri- 
etary technological  edge.  Rather 
than  selling  on  price  alone,  he 
hopes  to  emphasize  quality  and 
customer  service.  He  feels  he 
needs  a  new  style  to  compete 


with  fancy  crosstown  competitors 
like  Intel  and  the  much  larger  Texas 
Instruments  and  Motorola. 

Sporck  talks  about  "a  natural  pro- 
gression to  new  levels  of  formality  and 
control."  Analyst  Michael  Krasko  of 
New  York's  L.F.  Rothschild,  Unter- 
berg,  Towbin  is  blunter.  "National 
was  always  the  classic  commodity 
house,  living  on  volume  at  the  expense 
of  product  development  and  customer 
service."  Krasko  says  National  seeks 
to  upgrade  that  image. 

Sporck  himself  is  a  tall,  taciturn 
engineer,  spawned  at  Fairchild  Semi- 
conductor, the  same  company  that 
trained  Intel's  Robert  Noyce  and  oth- 
er Silicon  Valley  executives.  But  the 


National  Semiconductor  President  Charlie  Sporck 
Not  just  running  fast,  but  running  with  style. 


image  of  the  company — unlike  that  of 
its  boss — was  that  of  a  street  fighter, 
rejecting  the  methods  by  which 
Sporck  took  a  $7  million  company 
and  transformed  it  by  1980  into  a  $1.1 
billion  (revenues)  maker  of  silicon 
chips.  The  company  operated  on  a 
shoestring.  National  was  rarely  first 
with  a  new  product,  but  it  was  often 
the  lowest-cost  producer.  National 
got  such  a  reputation  for  aggressive- 
ness that  a  national  magazine  writer 
dubbed  the  company  "the  animals  of 
Silicon  Valley."  Sporck  took  it  as  a 
compliment. 

What  happened  after  1981,  howev- 
er, wasn't  much  of  a  compliment. 
From  a  high  of  17  in  1980,  the  stock 
fell  to  4'/2.  In  1982  and  1983  National 
was  deep  in  the  red.  A  lot  of  things 
went  wrong.  Sporck's  inexperience 
with  in-house  development  led  him 
to  commit  National  to  a  three-year, 
$320  million  R&D  spending  plan  to 
develop  a  wide  variety  of  new  prod- 
ucts, from  chips  to  operating  systems. 
Sporck  had  bitten  off  more  than  he 
could  chew.  Many  projects  were  in 
areas  with  limited  markets  or  long 
lead  times.  The  spending  was  also  ill- 
timed.  The  recession  that  began  in 
1980  hit  industry  hard.  "We  were  too 
ambitious,"  Sporck  says  today,  "and 
we  almost  let  the  company  get  away 
from  us." 

It  took  extensive  layoffs  and  a  pub- 
lic offering  in  1983  to  shore  up  Na- 
tional's financial  house.  Then  other 
problems  surfaced.  Sporck's  chief  fi- 
nancial officer,  E.  Joseph  Willi ts,' 
left  the  company  in  1981  after  his 
conservative  style  clashed  with 
Sporck's.  Four  other  National  ex-, 
ecutives  left  in  1981  to  form  a 
competing  firm,  Linear  Technol-i 
ogy  Corp.  Sporck  is  currently  su-i 
ing  Linear's  managers  for  alleged- 
ly taking  National  trade-  secrets 
with  them.  In  1982  a  top  Nation- 
al engineer  was  indicted  for  alleg-. 
edly  conspiring  to  sell  trade  se 
crcts  to  the  Japanese.  That  year* 
too,  the  Defense  Department  ac- 
cused National  of  inadequately 
testing  chips  used  in  government 
contracts.  Defense  work  ac 
counts  for  only  around  5%  of  Na 
tional's  semiconductor  sales,  bu' 
the  action  marred  National's  im 
age  for  quality. 

Sporck  is  resigned  to  the  per 
sonnel  defections.  "That's  jus' 
part  of  the  culture  out  here,"  h< 
says.  "People  want  to  leave  am 
do  their  own  thing.  Hell,  I  did.' 
About  the  Defense  Departmen 
charges,  he  admits  National  wa: 
in  the  wrong  but  adds  philosophi 
cally:  "This  industry  got  built  U] 
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%  COAL  AND  CATTLE.  Powder  River  Basin  has  been  called  cattle  country 

coal  country.  And  a  lot  of  people  call  it  home.  People  like  Dwight  Knott. 

"I've  got  a  special  reason  to  love  Wyoming.  My  family  homesteaded  this 

.  So  when  Sun  Company  came  here  to  build  the  Cordero  coal  mine  we  won- 

)6  about  the  future  of  the  land.  And  the  cattle. 

"But  Sun  also  started  a  Land  Reclamation  and  Research  Center.  Today  our 

ariments  are  making  sure  the  land  and  cattle  are  in  better  shape  than  ever. 

"I  run  the  place.  So  I'm  part  of  Sun's  future.  And  Wyoming's." 

At  Sun  we  think  putting  our  energy  back  into  the  land  is  just  as  important 

etting  it  out. 


■  ■ 


in  a  free-swinging  way.  Engineers  ran 
the  companies,  and  they  were  under 
tremendous  pressure  to  ship.  Cutting 
corners  got  to  be  standard  procedure." 

Putting  an  end  to  these  sloppy  ways 
is  one  aim  of  National  Semi's  new, 
classier  style.  Sporck  has  organized 
his  engineering  staff  into  product  and 
industry  groups,  the  better  to  relay 
customers'  needs  to  the  design  table. 
So  far,  so  good:  National's  line  of 
semicustom  chips — half-finished  gate 
arrays  and  other  microelectronic  de- 
vices that  can  be  modified  to  specific 
applications — are  winning  high 
marks  from  customers.  Sales  of  semi- 
custom  chips  are  projected  to  hit  $2 
billion  by  1989,  according  to  Sanford 
C.  Bernstein  analyst  Christopher 
Kirby.  National,  with  its  fast  start, 
could  grab  over  10%  of  the  market, 
even  with  competition  from  TI,  Mo- 
torola and  the  Japanese. 

Sporck's  badly  timed  R&D  spend- 
ing spree  is  beginning  to  pay  off.  Na- 
tional has  a  bona  fide  winner  in  its 
32-bit  microprocessor,  the  32032,  in- 
troduced in  October  of  1983.  Micro- 
processors are  the  building  blocks  of 
small  computers  such  as  the  IBM  PC. 
The  National  chip,  more  powerful 
than  the  current  16-bit  generation, 
was  commercially  available  six 
months  ahead  of  any  other  manufac- 
turer's. Already  Burroughs,  Tektronix 


and  West  Germany's  Nixdorf  have 
placed  large  orders.  In  May  TI  agreed 
to  serve  as  a  second'  source  for  the 
32032  and  other  National  micropro- 
cessors, which  enhances  National's 
technological  reputation.  National  in- 
tends to  build  another  research  facili- 
ty in  Beaverton,  Ore.,  near  the  site  of  a 
planned  production  plant. 

But  as  a  sign  of  coming  of  age,  Na- 


The  new  facilities,  says 
Sporck,  are  "symptoms  of 
our  desire  to  make  this  the 
kind  of  company  people 
want  to  work  at  and  do 
business  with." 


tional  is  admitting  that  it  cannot  do 
everything  well.  A  subsidiary,  Na- 
tional Advanced  Systems,  sells  IBM- 
compatible  mainframes  and  peripher- 
als made  by  Hitachi.  Another  sub- 
sidiary, Datachecker/DTS,  makes 
point-of-sale  retail  terminals  and 
scanners.  Neither  business  shows  re- 
markable promise  and  Sporck  admits 
as  much:  "We'll  support  those  busi- 
nesses," says  he,  "but  we  won't  look 
for,  or  expect,  the  same  kind  of  perfor- 
mance we  want  in  components." 

In  the  same  spirit  of  realism,  after 
three  years  and  $100  million  in  losses, 


National  scrapped  plans  to  develop  its 
own  metal-oxide  semiconductor 
(MOS)  manufacturing  process  for  64K 
dynamic  random-access  memory 
(DRAM)  chips  and  has  licensed  a  pro- 
cess from  Oki  Semiconductor.  Using 
this  process,  National  can  turn  out 
the  big-selling  64K  DRAM  at  a  10% 
manufacturer's  profit — a  nice  margin 
in  this  competitive  business. 

In  spite  of  the  heavy  dilution  result- 
ing from  the  1983  equity  sale,  per- 
share  earnings  were  75  cents  in  the 
fiscal  year  ending  in  May,   not  far] 
short  of  the  records  set  in  1979  and 
1980.  For  the  first  quarter  of  1985 
(ended  Sept.    16),   earnings  were  up^ 
250%,  to  $36  million,  or  40  cents  a, 
share,  on  a  21%  increase  in  sales.  De- 
spite the  second  quarter  slowdown, 
estimates  for  the  full  fiscal  year  run 
between  $1.15  and  $2.  That's  a  wide 
variation  in  estimates,  but  even  at  the 
low  end,  National  stock — at  around 
$12  a  share — is  cheap  by  historical  i 
standards. 

Says  Sporck:   "All  this — the  park, 
the   offices,    the   new   facilities — are 
symptoms  of  our  desire  to  make  this 
the  kind  of  company  people  want  to 
work  at  and  do  business  with."  Run- 
ning  fast  is  no  longer  enough,  he  isi 
saying.  At  this  stage  you  have  to  run  i 
with  style  as  well.   Charlie  Sporck  I 
seems  to  be  doing  just  that.  ■ 


Effective      I 
executives 
get  right 
to  the  point,  i 

It's  a  fact!  Productive  exe 
utives  become  even  more 
productive  when  utilizing  2 
Bell  222B  Executive  Twin. 
They  meet  more  business 
opportunities  each  day,  fao 
to -face,  by  getting  to  whert 
those  opportunities  are. 
Quickly.  Efficiently.  Talk  to 
Bell  and  find  out  how  you 
can  turn  your  business  into 
more  aggressive  organizatic  • 

For  more  information  o 
getting  up-to-date  in  toda- 
business  climate,  call  or 
write  on  your  letterhead 
to  Jim  Hamilton,  Vice 
President,  Commercial 
Marketing  Bell  Helicopter 
Textron  Inc.,  Dept.  564,  Bo 
482,  Ft.  Worth,  TX  76101 
(817)  280-8200. 

Bell  HelicopterHnnSD 


\  Subsidiary  of  Te*1ron  Inc 
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HOW  CAN  ANYONE  BE 

PRODUCTIVE  FOR  EIGHT  HOURS  IF  THEY 

LOOK  LIKE  THIS  AFTER  FOUR! 


For  most  people,  computers  have 
:ome  a  way  of  life.  Unfortunately, 
:he  computer  is  poorly  designed,  it 
i  mean  a  life  of  bleary  eyes,  stiff 
cks,  and  headaches. 

At  Burroughs,  we've  been  doing 
nething  about  these  problems — by 
itinuing  to  study  the  effects 
nputers  have  on  the  people  who 
i  them.  This  is  referred  to  as  the 
ence  of  ergonomics. 

And  out  of  this  science  we've 
veloped  a  full  line  of  ergonomic  ter- 
nals  and  workstations,  including 
:  Burroughs  ET1000  and  2000. 


We  found,  for  example,  that 
small  computer  screens  with  poor 
lighting  often  cause  strained  eyes  and 
throbbing  heads.  So  we  designed  a 
large,  adjustable,  14-inch  non-glare 
screen  with  high  character  resolution 
for  sharp,  precise  images  that  are  easy 
to  read. 

We  also  found  that  it's  a  lot  easier 
for  people  to  tilt  a  keyboard  than  it  is 
to  tilt  their  backs.  That's  why  our  ET 
series  comes  with  a  low  profile,  de- 
tachable keyboard  that  adjusts  to 
three  different  heights. 

We've  even  gone  so  far  as  to  make 


an  adjustment  for  something  as  small 
(but  annoying)  as  a  key  click. 

Of  course,  this  sort  of  attention 
to  detail  is  exactly  why  Burroughs 
continues  to  remain  a  leader  in  the 
computer  industry. 

You  see,  the  real  measure  of  a 
computer  company  isn't  only  how 
well  their  computers  work.  But  how 
well  a  person  works  with  their 
computer. 

For  details  call  1-800-621-2020. 

Burroughs 

THE  QUESTION  ISN'T  WHO'S  BIGGER. 
ITS  WHO'S  BETTER. 


■7 


Only  Equitabll 

healthy  sayings  fo 

your  group  healtt 
program. 


guarantees 


rxC\  ^ 


Save  5  times  what  you  spend  on  dental 
benefits  review  or  don't  spend  a  dime. 

Our  dental  benefits  program 

controls  claim  costs  before  there's  a 

claim.  With  incentives  for  preventive 

care,  consistent  peer  review  and 

objective  claim  audits. 

We  give  you  a  case  manager  for  those 
special  cases  that  need  managing. 

To  that  one-in-one-thousand  case 

needs  specialized,  targeted  care, we  assign  a  medical  case  management 

*dinator  to  assure  care-effective  treatment  that's  cost-effective  as  well. 

•  Pre  Admission  Review  program  guarantees  savings. 

In  fact,our  track  record  is  four  dollars  saved  for  every  dollar  spent 

'he  Equitable  PAR  program. Our  clients  are  finding  that  PAR  helps  reduce 

number  of  days  a  patient  spends  in  the  hospital. 

•  claims  system  is  programmed  to  do  more  than  just  pay  claims. 
With  Equi-Claims,  every  hospital  admission  is  monitored,  every  claim 
viewed  and  every  dollar  saved  is  reported  accurately  back  to  you. 

If  your  group  health  program  can't  guarantee  savings  like  these, 
e  or  have  your  benefits  advisor  write  EVP  Gil  Reich  at  The  Equitable, 
3  Broadway, Suite  1604,N.Y.,N.Y.10019.  He'll  help  you  keep  the  cost  of 
th  care  down  while  keeping  the  quality  of  health  care  up. 

No  other  group  health  program  can  make  that  claim. 

theFQUITABLE 

"^   ^^  Financial  Services 

©1984.  The  Equitable  Life  Assurance  Society  of  the  United  States,  New  York,  New  York 


Club  Med  is  raising  moneys  from  the  public 
to  expand.  That  means  broadening  tradi- 
tional markets.  But  it  doesn't  necessarily 
guarantee  success. 

Old  tan, 
new  wrinkle 


By  Howard  Gold 


ention  Club  Med  and  most 
people  think  of  nubile  sin- 
gles cavorting  on  the  beach 
by  day  and  dancing  all  night.  Forget 
all  that  boring  stuff.  Think  instead  of 
such  livelier  notions  as  living  off  the 
float  and  playing  suppliers  off  against 
each  other  to  get  the  best  deal. 

This  so  impressed  new-issue  inves- 
tors last  month  that  a  3- 
milhon-share  public  offer- 
ing by  Club  Mediterranee 
S.A.  was  oversubscribed  at 
a  price  of  nearly  16  times 
current  earnings.  The  trans- 
action, which  brought  in 
$54  million,  is  part  of  a 
classic  restructuring:  The 
French-based  firm  is  carv- 
ing out  its  American  and 
Asian  divisions  and  selling 
25%  of  the  new  company  to 
the  public. 

Club  Med,  Inc.  needs  the 
money  because  it  has  some 
big  plans — a  $208  million 
expansion  over  the  next 
four  years.  "Our  ideal  is  to 
be  in  America  what  we  are 
in  Europe — the  leader  in 
the  vacation  market,"  says 
Serge  Tngano,  38,  president 


float  of  three  to  eight  weeks  on  depos- 
its, roughly  one-quarter  of  revenue. 
The  bottom  line:  some  $2.3  million  in 
annual  interest  income. 

There's  another  angle,  too.  Since 
Club  Med  transports  most  guests  in 
groups,  it  can  bargain  hard  with  air- 
lines for  bulk  rates.  "When  an  airline 
has  filled  40  seats  and  you  come  to 
them  and  say,  'We  can  guarantee  you 
60  people,'  you  can  get  a  hell  of  a 


Club  Med  /'resident  Serge  Trigano 
Building  fantasy  with  financial  savvy. 


of  the 

new  public  company.  His  father,  Gil- 
bert, 63,  is  chairman  of  both  Club 
Med,  Inc.  and  the  parent. 

According  to  the  U.S.  Travel  Data 
Center,  total  travel  spending  in  the 
U.S.  amounted  to  $210  billion  last 
year,  of  which  Club  Med,  Inc.'s  20 
"villages"  accounted  for  a  minuscule 
$211  million.  But  even  though  the 
firm  made  its  reputation  on  bare- 
bones  holiday  packages,  profits  can  be 
lavish.  To  begin  with,  all  its  vaca- 
tions— 85%  sold  through  travel 
agents — are  prepaid.  The  Club  gets  a 


deal,"  says  Alexander  Chemla,  a  Club 
Med  vice  president.  Since  customers 
also  pay  for  airline  tickets  up  front, 
the  Club  makes  a  nice  profit  buying 
air  transport  at  wholesale  and  selling 
at  retail.  In  fiscal  1983  that  amounted 
to  $12  million,  \7Vi%  of  gross  operat- 
ing profits. 

The  Club  Med  "concept" — a  fixed- 
price  holiday  in  an  exotic  locale,  with 
no  clocks,  no  money,  no  TVs  or  radios 
and  no  extras,  save  drinks  paid  for 
with  beads — dates  from  1950.  Club 
Med  then  was  a  spartan  nonprofit 
French  sports  association  with  a  "re- 


sort" on  Majorca,  Spain,  where  guests 
cooked  their  own  meals  and  slept  in 
U.S.  Army  surplus  tents.  Trigano  was 
selling  those  tents  through  his  fam- 
ily's business,  which  he  abandoned  to 
join  Club  Med  in  1954. 

In  1961,  however,  overambitious 
expansion  almost  bankrupted  the  i 
company.  Edmond  de  Rothschild, 
still  a  director,  organized  a  bailout.  In 
1967  Trigano  brought  in  some  savvy 
financial  help  headed  by  Olivier  Mi- 
chel. Ever  since,  they  have  been  the 
real  swingers  at  Club  Med.  World- 
wide revenues  were  $581  million  last 
year,  with  profits  of  $26.2  million. 

Since  Club  Med  is  selling  a  self- 
contained  fantasy  rather  than  a  specif- 
ic destination,  the  firm  can  build  any- 
where. Many  countries  clamor  for  vil- ' 
lages  in   what   would  otherwise  be< 
remote  regions.  Club  Med  gets  them 
to  put  up  much  of  the  capital,  while  it 
takes  a  less  than  10%  ownership  posi- 
tion, usually  through  a  holding  com- 
pany to  minimize  tax  liabilities.  In-i 
vestors  from  host  countries  are  ex-< 
pected  to  put  up  more  than  a  third  of 
the  cost  of  the  proposed  $208  million 
expansion  plan. 

Spinning  off  the  North  American 
operations  was  part  of  the  plan  fromi 
the    beginning,    says    the.i 
younger    Trigano.     Where  | 
else  could  Club  Med  have 
raised  so  much  money  so* 
fast?  There  are  other  bene-, 
fits,  too:  Club  Med,  Inc.  isi 
incorporated   in    the    Cay- 
man Islands  to  shelter  in- 
come from  U.S.  taxes. 

The  money  from  the  pub- 
lic offering  will  help  build 
five  new  resorts  and  expand 
five  others,  adding  37% 
more  capacity.  That  meansi 
Club  Med  must  broaden  its 
market  beyond  singles 
looking  for  action.  This, 
isn't  a  new  challenge:. 
There  already  are  Mini 
Clubs  for  children  at  three 
resorts,  and  an  $18  million! 

ad   campaign   is   aimed  at) 

busy  young  professionals.  Half  the  cli- 
entele are  now  married.  Attracting, 
families  with  kids  on  summer  vaca- 
tions may  also  help  Club  Med  reduce 
off-season  losses. 

"The  hardest  thing  to  find  in  a  re- 
sort market  is  something  really  differ- 
ent," says  Somerset  Waters,  who  pub- 
lishes The  Rig  Picture,  an  annual  survey 
of  the  travel  industry.  So  far,  Club 
Med  has  provided  that — and  built  a 
sunny  balance  sheet  in  the  process. 
Whether  it  can  continue  to  thrive 
with  more  of  the  same  is  a  very  differ- 
ent question.  ■ 
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NatWestJhe  World  Money  Centre.  London. 


rery  working  day,  the  National  Westminster  Bank  channels 
n  of  money  around  the  world  from  an  enviable  position 
entre  of  24-hour  international  banking  time. 
om  one  of  the  world's  largest  dealing  rooms  at  the  heart 
Vest's  World  Money  Centre,  NatWest  dealers  play  a  major 
linking  foreign  exchange  markets  east  and  west  -  during 
ng  day  that  comfortably  spans  the  day's  end  in  Tokyo  and 


the  beginning  of  business  in  New  York 

Small  wonder  that  total  transactions  of  international  money 
last  year  alone  were  over  1.6  thousand  billion  US  dollars  -  trading 
in  over  50  currencies. 

Just  another  reason  why  the  National  Westminster  Bank  is 
one  of  the  biggest  and  most  -  National  lA/bcfminster 
profitable banksinthe world.   «*  ^1^^^"^ 
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When  you're  big  enoug 

45,000  locatior 


In  the  beginning. 

DHL  created 

the  international 

courier  system 

that  changed 

the  business 

world  forever. 


When  you  have  enough  people 
enough  places,  you  can  sendlegal  dc 
ments  from  Tokyo  to  Zurich  the  ne: 
day  instead  of  tne  next  week  You  c 
speed  parts  from  Detroit  to  Abu  Dh 
in  a  matter  of  days  instead  of  week 


Early  in  1985  you'll  be  able 

send  super-urgent  texts  tra 

mitted  via  Easy-Link  in  the  li 

and  have  DHL  deliver  them  in  j  | 

two  hours. 

MORE  PEOPLE  MORE 
OFFICES  WORLDWIDE 

From  paperwork  to  parcels,  fn 
couriers  to  cargo  planes  DHL  has: 
10,800  people  in  600  offices  maku 


Now.  DHL  Worldwide 

operates  on  over  400  flights. 

Every  day,  every  night. 


©1984  DHL  Airways  Inc 


>  do  business  in 

\ 

1 146  countries 


1&.>V 


In  the  future. 
Perfect  facsimiles 
transmitted  at 
the  speed  of 

^  light. 


•  ••    * 


rnational  business  more  efficient 

46  countries  around 

world. 

rhat'swhy485 

le  Fortune  500 

e  come  to 

on  DHL's 

edand 


OU 
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We're  DHLTheTotal  Express  Network. 


ability.  That's  why  international 
iness  can  now  keep  promises  it 
ldn't  make  before. 

MORE  EXPERIENCE 
WORLDWIDE 

^s  the  first  international  express 
A/ork,  DHL  has  more  experience  in 
ling  with  customs  regulations, 
iness  procedures  and  international 

airline 
schedules 
than  any 
other  express 
company 


In  fact,  DHL  makes  more  overseas 
deliveries  than  all  other  express  ser- 
vices combined.  From  desk  to  desk, 
from  country  to  country  our  record  of 
on-time  deliveries  is  unbeatable. 

DHL  is  a  company  going  places  in 
a  hurry  Because  as  much  as  inter- 
national business  changes,  there's  one 
thing  that  doesn't  change. 

Those  that  don't  stay  ahead  will 
soon  be  left  behind. 


•   WORLDW/DE- 
Changing  the  way  the  wo/id  works. 


Meet  Pehr  Gyllenhammar,  the  man  behind 
the  Volvo  company  and  steward  of  12%  of 
Sweden's  national  income. 


The  master 
builder 


By  Marcia  Berss 


Vf  olvo  is  more  than  a  carmak- 
er. It  is  Sweden's  largest  indus- 
trial company,  turning  out 
trucks,  construction  equipment  and 
food  products  and  engaging  in  oil  trad- 


ing and  production.  Sales  this  year 
will  be  about  $10  billion— 12%  of 
Sweden's  gross  domestic  product. 
(Combined,  Exxon,  GM  and  AT&T 
revenues  are  7%  of  the  U.S.'  GNP.) 

As  interesting  as  the  company  itself 
is  its  colorful  and  ambitious  boss, 


Pehr  Gyllenhammar  and  his  Volvo 

Herring  and  pickles  lack  drama,  but  they  are  safer. 


Pehr  Gyllenhammar.  He  became  head 
of  Volvo  13  years  ago  at  the  age  of  36 
after  marrying  the  daughter  of  the  car- 
maker's boss.  Before  that  he  was  chief 
of  Sweden's  largest  insurer,  Skandia, 
where  he  succeeded  his  father. 

But  Gyllenhammar  is  more  than 
just  a  rich  man's  son  and  son-in-law. 
Volvo  has  thrived  under  his  steward- 
ship. On  sales  of  just  $3.5  billion,  its 
car  business  will  pull  in  about  $700 
million  in  operating  earnings  this 
year.  That's  20%  on  sales.  Using  U.S. 
accounting  principles,  about  $400 
million  will  drop  to  the  bottom  line, 
almost  100%  profit  gain  over  1983. 
This  when  much  of  Europe's  auto  in- 
dustry is  in  deep  trouble. 

Earlier  this  year  Gyllenhammar 
licked  Sweden's  mighty  Wallenberg 
group  in  an  attempted  takeover  of 
Volvo.  The  powerful  billionaire  Mar- 
cus Wallenberg  wanted  Pehr  Gyllen- 
hammar to  be  his  business  heir,  in- 
stead of  his  own  son,  Peter.  When 
Marcus  died  in  September  1982,  Peter 
Wallenberg  moved  for  revenge.  He  be- 
gan buying  Volvo  stock.  Gyllenham- 
mar fought  Wallenberg  to  a  standstill 
and  a  divorce  was  arranged:  Peter 
would  sell  off  his  Volvo  stock,  and 
Volvo  would  sell  shares  it  held  in 
parts  of  the  Wallenberg  empire.  Volvo 
made  $190  million  in  that  exchange. 
With  that  and  the  auto  profits,  Volvo 
is  sitting  on  a  kitty  of  $1.6  billion. 

Says  Gyllenhammar:  "For  the  first 
time  in  our  history,  we  have  not  only 
reached  a  size  but  also  have  the  equity 
position  where  we  have  real  free- 
dom." By  that  he  means  that  Volvo  is 
in  no  danger  of  becoming  a  mere  ap- 
pendage of  the  Wallenberg  empire  but 
will  remain  a  powerful  entity  in  its 
own  right. 

How  does  he  plan  to  use  this  new 
affluence  and  independence?  In  a 
phrase,  to  diversify.  The  car  business 
will  serve  as  a  cash  cow.  Gyllenham- 
mar figures  his  car  business  has 
peaked.  The  worldwide  business  is 
only  going  to  grow  2%  a  year,  and  the 
big  Volvo-like  cars  aren't  as  popular  in 
Europe  as  they  used  to  be.  Volvo 
builds  only  390,000  cars  a  year,  and 
100,000  of  those  are  low-profit  runa- 
bouts picked  up  in  an  acquisition 
when  it  looked  as  if  oil  prices  were 
headed  through  the  roof. 

That  leaves  Volvo's  car  profits  dan- 
gerously dependent  on  the  U.S  mar- 
ket. Here  Volvo  sales  are  pushing 
100,000,  and  Americans  are  willing  to 
pay  more  than  $20,000  for  the  top 
models.  The  strong  dollar  makes  the 
profits  even  better  than  the  unit  sales 
gains.  But  that  doesn't  change  Gyllen- 
hammar's  mind.  The  strong  dollar 
that  helps  him  won't  last  forever. 
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As  far  as  the  European  auto  market 
>  concerned,  Gyllenhammar  knows 
.uropean  governments  will  subsidize 
ompetitors  such  as  Renault  or  Fiat 
mtil  Armageddon,  and  nobody  will 
at  the  Japanese.  The  Americans? 
liey  may  have  been  bloodied,  but 
hey  are  coming  back  strong  in  autos. 

It  takes  unusual  fortitude  and  fore- 
lght  to  think  like  this  at  a  time  when 
uphoria  infuses  so  much  of  the  auto 
industry.  But  diversification  is  a  risky 
trategy  and  goes  wrong  more  often 
han  it  goes  right. 

So  what's  his  plan?  The  Volvo  chief 
xecutive  lays  it  out  for  Forbes:  "We 
to  not  have  any  ambition  to  be  bigger 
in  cars]  except  through  our  own  mod- 
:rate  growth."  In  1981  Volvo  acquired 
Iweden's  giant  investment  outfit  Bei- 
srinvest  and  its  big  oil-trading  unit, 


Scandinavian  Trading  Co.  Overnight 
this  almost  doubled  Volvo's  revenue. 
Gyllenhammar  figured  he  was  getting 
a  business  countercyclical  to  autos, 
and  more  growth  potential,  too. 

So  far  oil  has  proved  more  contracy- 
clical  than  he  bargained  for.  Autos  are 
booming,  and  oil  is  in  the  tank.  Oil 
gluts,  bad  trades  and  outright  fraud 
cost  Volvo  $500  million  in  losses  and 
writedowns  in  the  energy  business. 
He  has  tightened  controls  in  oil  trad- 
ing (and  used  the  setback  as  an  excuse 
to  boot  out  a  rival  executive),  but  he 
has  no  intention  of  abandoning  oil. 
Last  month  Volvo  upped  its  stake  in 
Denver's  Hamilton  Oil  from  32%  to 
nearly  50%  in  a  tender  offer  of  $19.50 
per  share.  One  week  later  North  Sea 
oil  prices  were  chopped,  and  now 
Hamilton  is  trading  at  about  $14. 


Sweden's  other  carmaker 


You  can  get  many  speeding  tick- 
ets with  that  one,"  laughs  Saab- 
Scania  AB  President  Georg  Karn- 
sund,  meaning  the  new  Saab  9000, 
on  sale  in  Sweden  now  and  skid- 
ding into  the  U.S.  next  fall.  The 
135mph  9000  is  the  first  all-new 
Saab  in  17  years  and  symbolizes 
the  turnabout  at  the  $2.5  billion 
(sales)  group,  Volvo's  local  rival. 

Saab  was  founded  in  1937  to 
make  fighters  for  the  Swedish  air 
force  and  began  building  odd  little 
cars  in  the  1940s.  The  car  business 
stagnated  in  the  1960s  and  sur- 
vived the  1970s  only  because 
Saab's  chairman,  the  powerful  fi- 
nancier Marcus  Wallenberg,  clev- 
erly merged  it  with  the  profitable 
Scania- Vabis  truckmaker  in  1968. 
Wallenberg  tried  to  marry  Saab 
with  Volvo,  too,  seven  years  ago, 
but  Saab  managers  fought  that, 
then  turned  around  their  company. 
Saab's  car  output  has  risen  40% 
since  1977,  to  103,000.  Capacity 
will  climb  to  150,000  by  1988. 


Saab  did  it  with  hot  air  or,  more 
technically,  turbochargers.  In  1978 
Saab  took  its  ten-year-old  99  mod- 
el, beefed  it  up,  bolted  a  turbo- 
charger  to  the  engine  and  called  it 
the  900.  The  turbos  push  extra  air 
into  the  pistons,  which  causes  a 
greater  fuel-air  explosion.  Result: 
The  car  goes  like  a  jackrabbit.  The 
new  9000  is  roomier  than  the  900, 
comes  with  a  hotter  turbo  and  will 
sell  for  about  $21,000.  It  is  most 
definitely  a  post-oil-crisis  vehicle. 

Saab-Scania  is  also  a  well-known 
truck  seller  abroad,  with  14%  of 
the  world  export  market  in  heavy 
trucks,  but  unknown  in  the  U.S. 
Saab  is  still  in  the  fighter  plane  and 
missile  business  and  is  making  a 
35-seat  commuter  plane  with  Fair- 
child  Industries,  but  profits  are 
years  away  and  world  competition 
in  that  market  is  tough. 

Saab  was  badly  burned  on  a  com- 
puter diversification  once  and  now 
sticks  to  what  it  knows.  So  far, 
that's  paying  off. — Rosemary  Brady 


The  post-oil-crisis  Saab  9000 
The  key  to  success  is  hot  air. 


So,  like  a  lot  of  other  smart  busi- 
nessmen, Gyllenhammar  got  badly 
burned  in  oil.  Is  he  discouraged?  No. 
He  remembers  how  the  conventional 
wisdom  in  1979  was  to  get  out  of 
autos  because  oil  is  going  to  $100  a 
barrel.  He  recalls:  "In  1973  I  would 
have  been  told  to  stay  with  the  car 
business  and  do  little  else.  In  1978, 
1979,  1980,  we  were  told  to  stay  with 
the  truck  business— your  car  business 
has  no  value.  In  1984  we  are  told,  why 
don't  you  put  all  your  eggs  in  one 
basket  and  bet  on  cars — your  truck 
business  seems  to  be  down."  Of  such 
short-term  thinking,  Gyllenhammar 
says:  "This  is  simplistic  observation; 
it  is  not  strategy." 

Whether  it  is  wise  to  go  on  invest- 
ing in  oil  in  defiance  of  today's  con- 
ventional wisdom  remains  to  be  seen. 
The  losses  are  already  heavy  and  the 
immediate  picture  dark. 

But  oil  is  just  one  Gyllenhammar 
target.  Groceries  are  another.  Volvo 
acquired  a  group  of  Scandinavian  food 
companies — herring,  pickles  and 
mineral  water — in  the  Beijerinvest 
merger  and  wants  to  expand  there.  Says 
he:  "It  is  not  a  dramatic  business,  but  it 
has  a  safe  cash  flow  and  is  a  good 
balance  against  our  other  businesses 
that  fluctuate  rather  widely  with  eco- 
nomic upturns  and  recessions." 

Acquisitions  are  getting  tougher  for 
Gyllenhammar.  Sweden  is  socialist- 
ruled.  The  realistic  Swedish  socialists 
know  that  business  lays  the  golden 
eggs,  so  they  avoid  strangling  busi- 
ness but  put  endless  restrictions  on 
industry.  For  example,  exchange  con- 
trols prohibit  Volvo  from  using  any  of 
its  domestic  earnings  for  investments 
abroad;  that  money  must  stay  home. 
So,  overseas  activity  has  to  be  funded 
with  capital  raised  overseas.  Volvo 
could  acquire  more  Swedish  compa- 
nies, but  it  is  so  big  in  Sweden  already 
that  this  might  be  politically  unwise. 

However,  you  can't  keep  a  good 
man  down,  and  Pehr  Gyllenhammar 
has  no  intention  of  sitting  back  and 
relaxing.  Debonair,  an  impeccable 
dresser,  he  clearly  enjoys  being  a  ce- 
lebrity. He's  big  on  the  international 
directors'  circuit,  including  United 
Technologies,  (Henry)  Kissinger  Asso- 
ciates and  Chase  Manhattan  Bank's 
International  Advisory  Committee. 
He's  into  groups  like  the  Aspen  Insti- 
tute and  The  (European)  Roundtable. 

Gyllenhammar  once  tried  to  create 
a  super- Scandinavian  business  by  of- 
fering to  trade  40%  of  Volvo  to  Nor- 
way for  a  share  of  Norway's  oil-rich 
North  Sea.  He  was  turned  down,  but 
that  gives  an  idea  how  his  mind 
works.  For  Pehr  Gyllhammar,  small 
most  definitely  is  not  beautiful.  ■ 
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HY  DISREGARD 


j        It's  called  "never  giving  up." 

Looking  with  disdain  at  those 
-J*   who  say,  "It  can't  be  done"  or 
"It's  never  been  done  before." 
Answers  we  view  as  admissions  of 
defeat.  And  we  hate  to  lose. 

It  is  with  aggressive  thoroughness 
that  we  attack  a  problem,  constantly 
redefining  it,  challenging  its 
assumptions. 

Without  this  attitude,  we  would 
have  never  created  the  most  talked- 
about  way  for  a  corporation  to  do 
low-cost,  floating  rate  financing. 

By  challenging  the  assumption 
that  the  only  alternatives  were  adjust- 
able rate  preferred  stock  or  a  continu- 
ing program  of  commercial  paper, 
Lehman  figured  out  a  way  for  a  corpo- 
ration to  issue  permanent  equity  capital 
at  a  low  cost.  And  then  turn  that  lower 
rate  of  return  into  a  higher  after-tax 
yield  for  investors  by  making  85%  of  the 
investment  qualify  as  a  tax  deduction. 

Now,  everybody  wins. 

It's  called  Money  Market 
Preferred™  Stock.  And  you  can  tell 
by  our  trademark  that  we  own  MMP™ 
and  its  proven  success. 

This  kind  of  thinking,  coupled 

with  the  resources  to    

afford  virtually  any 
size  transaction,  gives 
us  the  freedom  to 
stretch  our  imagin- 
ation. To  the  limit. 


:RS  of  Lehman  Brothers 


I  EXPRESS 


AN  AMERICAN  EXPRESS  COMPANY 


Numbers  Game 


Don  t  rush  to  invest  in  insurance  com- 
pany stocks  without  first  learning  the 
secret  code  of  insurance  accounting. 
Here's  a  layman  s  guide. 
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Tortoise 
hunting 


By  Richard  Morals 


T|  HINGS  HAVE  BEEN  SO  bad  for  SO 
long  for  property  and  casualty 
insurance  companies  that  their 
stocks  started  going  through  the  roof 
in  August  as  commercial  property 
rates  bottomed  out. 

Investors  who  rush  into  this  cycli- 
cal and  severely  troubled  industry 
without  knowing  how  to  read  its  bal- 
ance sheets  are  asking  for  trouble.  No 
one  expects  dramatic  improvements 
in  these  companies  before  1986, 
which  is  one  full  year  of  hurricanes 
and  natural  disasters  away.  And  the 
relative  strength  of  property  and  casu- 
alty companies  varies  enormously. 

Improved  insurance  disclosure  rul- 
ings are  now  coming  from  the  SEC 
and  the  AICPA.  In  the  future,  compa- 
nies may  have  to  reveal  loss  portfolio 
transfers  (removing  bad  business  from 
the  books  by  selling  it  to  other  compa- 
nies) or  show  whether  reserves  are 
"discounted"  (smaller  reserves  set 
aside  on  the  assumption  that  interest 
earned  in  the  interim  will  make  up 
the  difference).  But  improved  disclo- 
sure will  not  help  the  investor  who 
doesn't  understand  the  basics  of  in- 
surance accounting  in  the  first  place. 

The  basics  aren't  all  that  complicat- 
ed once  you  know  where  to  look:  the 
"convention  statement,"  or  year-end 
financial  statement  filed  with  state 
insurance  departments.  But  how  do 
you  know  what  to  look  for  in  this  sea 
of  numbers?  Here's  a  quick  check- 
list— call  it  the  Forbes  Layman's 
Guide  to  Insurance  Accounting. 

Forget,  for  the  moment,  about  com- 
plex ratios  or  items  such  as  foreign 
exchange  adjustments  or  agent  bal- 
ances. If  you're  ready  for  such  nice- 


ties, the  excellent  Insurance  Regula- 
tor}' Information  System  of  the  National 
Association  of  Insurance  Commis- 
sioners tells  you  all  about  ratios. 

Let's  just  talk  about  the  most  com- 
mon danger  signs  that  any  insurance 
investor  ought  to  look  for.  They're  all 
found  in  companies'  convention 
statements. 

1)  Pages  20  to  21  show  a  company's 
five-year  track  record.  Capital  surplus 
is  on  line  24.  Obviously,  a  healthy 
company  will  show  a  nice  steady  rise. 

2)  Page  3,  line  1  tells  you  the  com- 
pany's loss  reserves  for  the  past  two 


Chas  B  slacknu 

years.  Watch  out  for  reductions  in  re 
serves.  A  company  with  too  little  sur 
plus  can  get  relief  by  reducing  re 
serves.  Reductions  can  also  signify 
cash  flow  problems. 

3)  Page  4,  line  1  lists  the  amount  o 
premiums  earned.  A  dramatic  junvf 
could  mean  that  the  company  is  mov 
ing  too  quickly,  not  underwriting  pru 
dently.  Now  compare  the  premiun 
with  the  loss  reserve  figures.  Any  in 
crease  in  premiums  should  have  a  cor 
responding  increase  in  reserves. 

4)  Page  54,  part  2  shows  whethe 
the  company's  reserves  in  prior  yean 


So  bad  it's  good? 


Investment  income  for  property  and  casualty  insurers  has  been  climbing. 
But  mounting  losses  in  underwriting  have  trimmed  profit  margins  to 
historic  lows.  In  a  cyclical  industry  like  insurance,  this  could  be  a  bullish 
sign — if  you  know  how  to  read  insurance  balance  sheets,  that  is. 


Ratio  to  earned  premium 


12 


1 1                      1 

^^^^^                 Investment  income 

Underwriting 

results  plus  income 

Net  underwriting 

results 

i                                  i                                 i 
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Source:  Insurance  Information  Institute 
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roved  to  be  adequate.  Insurance  ex- 
niners  call  this  "reserve  develop- 
lents."  Follow  the  1978  year  across, 
the  reserve  figures  for  the  1978  un- 
jrwriting  year  stay  roughly  the  same 
irough  1983,  the  company  has  been 
serving  adequately  over  the  years 
ssuming  that  1983  is  correct). 

5)  Page  20,  line  1 1  shows  net  under- 
riting  results.  Is  the  trend  negative? 
so,  see  whether  the  losses  are  con- 

;ntrated  in  the  company's  main  line 
:  business. 

6)  To  find  lines  of  business,  look  on 
iges  8  to  10.  What  line  is  most  heav- 
y  written?  Is  it  a  loss-plagued  line? 

ompare  the  numbers  with  those  in 
ist  year's  convention  statement  to 
rt  whether  the  company  is  moving 
lto  new  lines.  Watch  out  if  you  see 
ig  jumps  in  premium  income  here.  It 
auld  well  mean  that  the  company  is 
loving  too  aggressively  into  new 
usiness  it  doesn't  entirely  under- 
:and.  This  is  one  reason  for  insurance 
Dmpany  failures. 

7)  Page  5,  line  45  reveals  cash  on 
and.  Near  cash  is  back  on  page  2,  line 
.2,  which  shows  short-term  invest- 
lents  (investments  that  mature  in 
:ss  than  a  year). 

8)  Page  42  states  the  amount  of  "re- 
lsurance  ceded,"  which  in  plain  En- 
lish  is  the  amount  of  risks  the  corn- 
any  is  farming  out.  (By  contrast,  "re- 
lsurance  assumed"  are  risks 
ccepted  from  other  companies.)  Take 

look  at  the  total  for  "nonaffiliates." 
igain,  compare  with  last  year's  con- 
ention  statement.  If  the  total 
imps,  the  company  could  be  trying 
d  raise  surplus  by  shedding  risks  to 
thers. 

9)  Page  2  shows  assets.  Lines  1  and  2 
/ill  show  the  type  of  securities  held 
y  the  company.  A  company  that  dra- 
latically  increases  stock  over  bonds 
i  obviously  increasing  its  risk.  Now 
Dok  at  pages  31  to  36,  which  list  in 
etail  every  external  investment  the 
ompany  has,  including  date  of  pur- 
hase  and  cost. 

10)  Page  1  lists  management,  high- 
ighting  newcomers  with  a  #  sign.  As 
n  any  company,  heavy  changes  could 
pell  trouble. 

Now  a  quick  workbook  assign- 
ment— putting  two  companies  cho- 
en  at  random  through  the  inquisi- 
ion:  Continental  Casualty  Co.  in 
"hicago  and  Cincinnati  Insurance 
"o.  (owned  by  Cincinnati  Financial). 
)f  the  two,  Cincinnati  Insurance  Co. 
omes  out  the  favorite.  Here's  why: 

First,  Cincinnati  showed  a  steady 
apital  surplus  development  of  be- 
ween  31%  and  23%  during  the  last 
ive  years,  while  Continental  Casu- 
lty  ranged  from  41%  to  -0.9%.  Sec- 
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In  London 


At  The  Grosvenor  I  louse,  you  have  the  unmistakable  sense  of  staying 

at  one  of  the  world's  legendary  hotels,  in  one  of  London's  premier 

locations  on  Park  Lane.  Amenities  include  superb  dining,  indoor  pool  and 

health  club,  and  the  famous  Great  Room  for  banquets.  And  bedrooms 

and  suites  are  individually  furnished,  not  simply  with  thought 

but  with  affection. 

Trusthouse  Forte  Hotels  @ 

For  reservations,  see  your  travel  agent  or  call  toll-free:  800-223-5672  nationwide; 
212-541-4400  in  New  York  City;  1-800-268-9761  in  Canada;  416-363-6033  in  Toronto. 


Consideration.  Bilingual  station  signs  are  one  form  of  it  in  Japan.  In 
this  spirit  of  helping  you  get  more  out  of  travel  to  the  Orient,  Japan  Air  Lines 
has  informative  booklets  on  everything  from  business  protocol  to  nightlife. 
Plus  the  JAL  Jet  Age  Language  Courses,  with  Japanese  or  Chinese 
cassette  tapes.  It's  just  part  of  JALs  "Executive  Service."  And  just  a  token 
of  our  consideration. 

Consideration.  With  us,  it's  a  tradition. 
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THE  MEETING  CHANNEL  BECAUSE  ITS  CRUCIA 
THAT  YOU  BE  THERE.  AND  THERE.  AND  THERE. 


After  all,  you're  the  decision-maker. 
And  while  it  would  be  ideal  to  be  in 
all  the  right  places  to  make  all  the 
right  decisions,  you  can't  be.  Or  at 
least  you  couldn't  be.  Until  now. 

Until  the  ISACOMM  Meeting 
Channel. 

The  Meeting  Channel  is  building 
the  largest  video  conference  network  of 
its  kind.  So  now  you  can  have  personal 
contact  with  any  of  your  business  asso- 
H 


at  strategic  corporate  locations.  Or 
from  an  existing  Meeting  Channel 
facility  you  use  on  an  hourly  basis. 

Either  way,  the  Meeting  Channel 
gives  you  more  control  than  ever 
before.  And  lets  you  involve  more 
key  people  in  every  aspect  of  your 
business— from  strategic  planning  to 
new  product  development  to  the 
training  of  personnel. 

Because  when  you  meet  on  the 
'  •  t)i  p're  face  to  face 
'o 
oss 


the  table  from  one  another,  not 
thousands  of  miles  apart. 

So  you  get  things  done  efficient 
On  schedule.  Not  on  the  run.  And 
that's  exactly  why  corporations  like 
yours  are  using  the  Meeting  Channe 

Be  there  when  and  where  it  cour 
Call  ISACOMM  now  at  1-800-554-33* 
ext.  700.  Or  write  us  at  1815  Century 
Boulevard,  Department  110D,  Atlan 
Georgia  30345. 

A  PICTURE 
IS  WORTH  A  THOUSAND  MILES 


CHAWWE 

ISACOMM.  INC -A  UNITED  TELECOM  COMP 


Numbers  Game 


id,  the  net  underwriting  results  of 
continental  were  negative — worse 
tan  the  industry  average  (as  mea- 
ired  by  A.M.  Best's  annual  ratings), 
it  Cincinnati  had  a  small  underwrit- 
■g  profit.  Third,  the  ratio  of  bonds  to 
ock  for  Continental  was  1.2-toT, 
ith  many  bonds  in  utilities  and  pe- 
oleum,  while  Cincinnati  had  a  2.1- 
>-l  ratio  with  many  bonds  in  hospi- 
ls  and  schools.  Cincinnati  was  stay- 
ig  away  from  new  lines  of  business, 
ontinental  was  expanding  very  con- 
irvatively  into  Financial  Guaran- 
:es,  and  on  all  other  accounts  they 
ad  comparable  positive  results. 
In  short,  Cincinnati,  although  con- 
derably  smaller,  looks  more  conser- 
itive  and  perhaps  more  prudent. 
As  with  banks,  this  is  a  virtue  all 
>o  frequently  underestimated. 
iwa's  insurance  commissioner  and 


teware  of  companies 
ntering  new  lines  too 
uickly:  "The  company 
rices  risks  so  low  that  it 
cts  like  a  magnet  to 
tisiness.  The  company 
hen  hikes  up  the  rates  to 
over  the  losses,  causing 
rood  business  to  leave. 
)nly  the  bad  risks  stay." 


hairman  of  the  National  Association 
f  Insurance  Commissioners'  execu- 
te committee,  Bruce  Foudree, 
rarns  of  companies  that  enter  new 
nes  of  business  too  quickly.  "The 
ompany  prices  risks  so  low  that  it 
cts  like  a  magnet  to  business,"  he 
ays.  "All  this  new  business  includes 
ad  risks.  The  company  then  hikes 
p  the  rates  to  cover  the  losses, 
ausing  good  business  to  leave.  Only 
lie  bad  risks  stay." 

To  see  what  Foudree  is  talking 
bout,  look  at  Reliable  Life  &.  Casu- 
lty  in  Wisconsin  and  Iowa  State 
"ravelers,  a  104-year-old  company  in 
iquidation  right  now.  They  made 
hese  fatal  mistakes.  But  points  3)  and 
)  of  our  Layman's  Guide  would  have 
/arned  you  about  such  behavior. 

"It's  not  such  an  unusual  situa- 
lon,"  says  Foudree.  "Poor  manage- 
nent  and  greed  drive  companies  un- 
let. They  try  to  corner  the  market, 
Tow  too  fast  and  then  can't  get  out." 

A  final  tip:  It's  basically  the  big 
umps  that  are  worrisome.  What  you 
yant  to  see  is  the  steady  and  moder- 
te  increase  of  numbers.  In  this  race 
he  tortoise  wins.  ■ 
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In  Dallas 


At  The  Plaza  of  the  Americas  Hotel,  you  enjoy  all  the  amenities  of  a 

brilliant,  deluxe  hotel  in  a  spectacular  five  and  a  half  acre  complex  in  the 

centre  of  downtown  Dallas,  equally  convenient  to  The  Convention  Centre 

and  newly  opened  Arts  Centre.  Plaza  Athletic  Club  offers  full  spa, 

racquetball  and  tennis  courts.  Award-winning  dining.        ^^ 

Trusthouse  Forte  Hotels  f§ 

For  reservations,  see  your  travel  agent  or  call  toll-free:  800-223-5672  nationwide; 
212-541-4400  in  New  York  City;  1-800-268-9761  in  Canada;  416-363-6033  in  Toronto. 
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AN  UDDERLY 
SUPERTAX 
SHELTER! 


Invest  in 
Stookey  Supercows,  and 
you  could  see  a  tax  advan- 
tage of  2'fe  to  1 !  Why?  Because 
Stookey  Supercows  are  genet- 
ically superior  Holsteins  able 
to  produce  two  to  four  times  the 
milk  of  an  average  cow.  Send 
this  coupon  for  details.  We  spe- 
cialize in  contented  investors! 

YES!  I  want  complete  details  on  Stookey  s 
supertax-advantaged  investments: 


City 


State 


Zip 


Stookey  tax-advantaged  invest- 
ments are  registered  with  the 
i~i  "X.  IRS  in  accordance  with  the 
Tax  Reform  Act  ol  19X4 
STOOKEY  | 

FOR 


SI 


HOLSTEINS,  INC 

RFD2  •  Leesburg,  IN 


46538 


W  AMERICA'S 

Jaguar 

%*-^  MAGAZINE 


MAGAZINE 

"IT'S  JUST  LIKE  OWNING  ONE!" 
Our  all-Jaguar  automobile  magazine  is  the 
most  widely  read  and  enjoyed  monthly  for 
enthusiasts  of  every  model  of  the  marque. 
Whether  you  own  one  or  are  just  interested 
in  Jaguars,  this  unique  magazine  is  for  you. 
It  covers  all  aspects  of  owning,  driving  and 
appreciating  this  fine  high  performance  car 
in  the  Jaguar  tradition.  A  great  gift  for  any 
auto  enthusiast. 


□ 
□ 


Yes,  I  enclose  $36.00  for  a  year's  subscription 
12  monthly  issues.  (Offer  valid  in  U.S.  only.) 

I  would  like  your  FREE  magazine  brochure 
and  large  Jaguar  technical  literature  list  first. 


NAME 


ADDRESS 
CITY 


STATE 


-ZIP. 


Make  check  payable  and  mail  to: 

EJAG  PUBLICATIONS 
Box  220-FO,  Carlisle,  MA  01741 
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Taxing  Matters 


Tops  on  the  IRS'  "most  wanted"  list  are 
captive  insurance  companies.  But  don't 
bet  on  the  tax  collector. 

The  elusive 
captives 


By  Richard  Morais 


Jesse  James  in  a  green  eye- 
shade — that's  how  the  Internal 
Revenue  Service  views  captives, 
those  companies  formed  by  a  parent 
for  the  purpose  of  insuring  its  risks.  In 
theory,  insurance  premiums  that 
companies  pay  their  captives  are  not 
deductible.  In  practice,  though,  many 
captives  get  away  with  endless  tax 
deferrals.  The  harder  the  IRS  tries  to 
corner  the  captives,  the  more  they 
keep  escaping — and  multiplying. 

Take  Mobil  Oil,  for  instance.  Right 
now  Mobil  is  suing  the  IRS  to  recover 
some  $40  million  in  taxes  plus  inter- 
est on  its  various  insurance  subsidiar- 
ies from  1959  to  1969.  The  potentially 
precedent-setting  case  focuses  on  the 
question  of  whether  premiums  paid 
by  the  parent  to  the  captive  are  tax 
deductible.  In  other  words,  are  these 
legitimate  insurance  companies  or 
just  tax  dodges?  The  IRS  now  claims 
that  even  if  captives  also  insure  unre- 
lated business  they  are  still  part  of  the 
same  economic  activity  as  the  parent, 
and  thus  ineligible  for  standard  insur- 
ance deductions. 

Illegal,  says  Mobil,  law  without  leg- 
islation. "The  Service  may  dislike 
having  insurance  subsidiaries  write 
insurance  for  affiliates,  but  that  view 
does  not  justify  the  high-handed  ad- 
ministrative action  taken,"  wrote 
Mobil's  attorney  Charles  C.  MacLean 
of  Dewey,  Ballantine,  Bushby,  Palmer 
&  Wood  in  the  post-trial  brief. 

This  is  no  trifling  matter.  The  con- 
sulting firm  Risk  Planning  Group 
counted  1,426  captives  in  1983,  up 
from  888  in  1979.  Altogether,  cap- 
tives insure  some  $7  billion  worth  of 
business. 


Chas  H  Slackman 
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Back  in  the  Fifties  companies  dis- 
covered they  could  insure  themselves 
at  less  cost  through  a  captive  insur- 
ance subsidiary,  in  part  by  avoiding 
taxes  on  their  investment  and  under- 
writing income  if  they  put  it  offshore, 
usually  in  Bermuda. 

Then  came  the  1962  tax  act.  The 
premium  remained  deductible,  but 
any  overseas  underwriting  or  invest- 
ment gain  resulting  from  domestic 
risks  became  taxable,  even  if  not  up- 
streamed  to  the  parent  in  the  U.S. 

But  insurance  accounting  leaves  a 
loophole  big  enough  for  a  billion-dol- 
lar portfolio.  Funds  set  aside  to  cover 
future  losses,  or  reserves,  are  also  de- 
ductible. So,  if  a  multinational  sends 
$  1  of  premium  to  its  Bermuda  captive, 
the  New  York  parent  deducts  it.  In 
Bermuda  the  captive  books  the  $1  pre- 
mium but  then  sets  up  $1  in  reserves. 
Voila,  no  immediate  taxes  for  that 
transaction.  They're  deferred  any- 
where from  one  to  ten  years.  And 
back  in  New  York  they  still  have  their 
premium  tax  deduction. 

The  IRS  was  not  pleased.  So  in  1977 


the  Service  took  another  shot  at  til 
captives.  The  1977  Revenue  Ruhr 
says  that  captives  aren't  really  insu 
ing  the  parent.  The  Supreme  Cou 
had  defined  the  business  of  insuranc 
as  "risk-shifting,"  the  IRS  argued,  ar 
with  captives  the  risk  remains  in  tr 
same  "economic  family."  Therefor 
this  isn't  real  insurance  but  self-insu 
ance.  Result:  no  deduction  of  prem 
um,  no  deferrals  for  reserves. 

But  between  1978  and  1982  the  IP 
came  out  with  memos  in  which  craft 
tax  lawyers  saw  an  escape  route.  Tt 
memos  implied  that  a  captive  becarri 
a  legitimate  insurance  company  if 
had  more  than  50%  of  unrelated  bus 
ness.  "Naturally,  captives  began  tai 
ing  in  each  other's  wash  and  simp 
banding  together  in  pools — in  effei 
reinsuring  each  other,"  says  capth 
expert  D.  Hugh  Rosenbaum  of  Ris 
Planning  Group. 

Frustrated  again,  the  IRS  went  bac 
to  the  1977  position  that  captives  r 
mained  a  part  of  the  parent — even  i 
the  IRS  now  specified,  they  wrote  u:j 
related  business.  The  Deficit  Redui 
tion  Act  of  1984  gave  the  IRS  a  hel 
ing  hand  by  declaring  that  if  an  oi 
shore  captive  earns  profits  on 
multinational's  foreign  subsidian 
the  profits  are  taxable  in  the  U.J 
whether  the  money  actually  ente 
the  country  or  not.  The  1984  act  ah 
raises  questions  about  when  prem 
urns  can  actually  be  deducted. 

But  don't  weep  for  the  captives  yt 
Mobil  is  currently  arguing  tha 
among  other  things,  the  obvious, 
strong  capitalization  of  the  subsidu 
ies  proves  they  are  legitimate  inst- 
ance concerns,  able  to  deal  on  thci 
own  with  outside  risks  without  ha 
ing  to  fall  back  on  their  parents,  ai« 
are  therefore  entitled  to  standard  pr 
mium  deductions.  Further,  Mobil 
challenging  the  legality  of  the  19'1 
ruling.  Attorney  MacLean  terms  it: 
bootstrap  effort  on  the  part  of  the  Se 
vice  to  accomplish  a  change  in  tl 
law  without  legislation  and  with  u. 
roactive  effect." 

Meanwhile,  Andrew  Barile,  c 
founder  of  Andrew  Edwards  &  G 
reinsurance  brokers,  is  recommen 
ing  that  his  captive  clients  increa 
capital,  write  more  nonrelated  but 
ness,  invest  in  the  New  York  Inst 
ance  Exchange  or  even  buy  a  U.S.  i 
surance  company. 

Others  look  to  New  York  Cit 
based  Sea  Containers  as  a  model.  S 
Containers  spun  off  its  Bermuda  su 
sidiary  to  stockholders.  Theoretical! 
this  could  also  be  done  with  captiv< 
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Chubb  People. 

They  can  relax  about 
the  things  they  own. 

Chubb  people  own  fine  homes 
and  fine  things.  For  them  these  are  a 
source  of  pleasure  rather  than  concern. 

They've  chosen  Chubb  to  insure 
them  and  they  know  they've  chosen 
well.  Since  1882,  Chubb  has  been  the 
preeminent  insurer  of  valuable  homes 
and  the  belongings  they  contain. 
Chubb  insures  more  jewelry  than  any- 
one else  in  the  world.  Works  of  art, 
antiques,  fine  automobiles-Chubb 
brings  unique  expertise  to  each. 

One  example  of  this  is  the  Chubb 
appraisal. 

Most  companies  never  see  the 
homes  they  insure.  But  when  Chubb 
insures  a  fine  home,  one  of  Chubb's 
own  skilled  appraisers  visits  and  makes 
a  written  evaluation. 

What  they  find  is  often  surprising. 
Over  80%  of  the  homes  they  inspect 
have  been  incorrectly  insured,  with 
policies  that  fail  to  keep  pace  with 
rebuilding  costs  or  that  overlook  the 
value  of  such  special  details  as  carved 
moldings  or  an  antique  mantelpiece. 

If  a  major  loss  occurs,  mistakes 
like  these  could  cost  you  tens  of  thou- 
sands of  dollars.  Chubb  appraisers 
help  you  avoid  these  mistakes. 

Chubb  charges  nothing  for  this 
service,  because  Chubb  is  a  special 
kind  of  insurance  company.  The  more 
you  have  to  protect,  the  more  you  need 
Chubb. 

They'll  help  you  prevent  loss,  too, 
by  providing  advice  on  burglar  alarms 
and  fire  detection  systems,  as  well  as 
on  the  safest  place  to  keep  precious 
jewelry  or  hang  valuable  paintings. 

When  you're  insuring  your  home 
or  your  possessions,  it's  good  to  be 
Chubb  people. 

Phone  Chubb  at  800-922-0533 
for  a  complimentary  brochure  and 
the  name  of  your  independent  Chubb 
agent  or  broker. 

CHUBB 
Insuring  proud  possessions  since  1882 


The  Chubb  Croup  of  Insurance  Companies 
is  proud  to  participate  in  "American  Playhouse." 
Watch  for  it  on  PBS. 
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FOR  IS  YEARS. 
WE'VE  REEN 


IHE  WORLDS 
MOST  POPOLAR 


NOW  YOU  CAN 
ROY  ONE. 


Introducing  the  Maxwell  Modem"'  fi 
Racal-Vadic. 

It's  not  your  fault  you  didn't  buy  orv 
sooner.  You  couldn't.  Unless  you  nappe 
ed  to  be  a  major  corporation.  They're 
the  ones  who  buy  the  most  modems.  A 
the  modems  they  buy  most  are  ours. 

Now  we've  taken  everything  we 
know  about  modems  and  made  one  yoi 
can  buy. 

The  Maxwell  Modem. 

It's  designed  expressly  for  persona 
computers.  And  the  people  who  use  th' 
It's  rugged.  Reliable.  And  it  even  operat 
over  low-quality  phone  lines  that  other 
modems  can't  handle. 

But  best  of  all,  it's  uncomplicated, 
you  don't  have  to  know  how  one  worke 
to  work  one.  There's  no  control  panel  1 
control.  No  switches  to  switch. 


The  Maxwell  Modem  and  George  are  trademarks  ol  Racal-Vadic  IBM  is  a  registered  trademark  of  International  Business  Machines  Corp  '61984,  Racal-Vadic 


Instead,  every  feature  makes  sense, 
-dialing.  Auto-answer.  And  complete 
tended  operation. 

Our  communications  software  is  just 
:commodating.  It's  called  George." 
we've  made  George  so  simple  to  use 
nay  never  have  to  open  your  manual. 
The  Maxwell  Modem  comes  in  two 
'ent  versions  and  two  different  speeds: 
nal  modems  for  the  IBM  PC  and  com- 
•les,  and  desktop  models  for  virtually 
/  personal  computer.  Both  are  avail- 
with  speeds  of  300-  or  1200-bps. 


And  every  Maxwell  Modem  has  diag- 
nostic features  built  in.  So  we  can  test  your 
modem  right  over  the  phone  from  our 
Remote  Diagnostic  Center.  We'll  even  pay 
for  the  call. 

So  where  can  you  get  your  hands  on 
a  Maxwell  Modem?  To  find  our  dealer  near- 
est you,  just  do  what  modems  do. 

Call  800-4-VADICS. 

Racal-Vadic,  1525  McCarthy  Blvd., 
Milpitas,  CA  95035. 


Eight  invaluable 

financial  services  neatly  interlocked 

into  one  central  asset  account 

You'll  never  puzzle  over  finances  again. 


Introducing  the  UST  Master  Account 


Your 
Regular      ^ 
Brokers 

U.S.T.  Brokerage 
at  low  rates 

u 

Margin 
Credit 
Line 

£ 

j,    u>    <l_ 

r          } 

lit 

ul 

Personal 

Account 

Officer 

faster  Account 

Home 
Computer 
Terminal 

"7     7™ 

Overdraft 
Checking 

c        5 

Custody  of  Securities 

&  Monthly  Statement 

of  Transactions 

and  Portfolio 

1     7~ 

Automatic 
Cash 
Sweep 

The  new  UST  Master  Account  will 
revolutionize,  in  the  most  positive 
manner,  the  way  you  conduct  your 
personal  finances. 

Upon  careful  study  of  the  many  asset 
management  accounts  currently  offered, 
we  are  now  satisfied  that  none  provides 
greater  professional  personal  service  than 
U.S.  Trusts  new  Master  Account. 

Nor  was  any  so  specifically  designed  to  be 
of  special  benefit  to  the  substantial  investor. 

A  few  of  the  features.  You  can  trade 
through  us  at  our  institutional  rates  and 
with  your  own  brokers  as  well.  Your  secu- 
rities are  kept  safely  in  one  place;  detailed 
records  of  transactions  and  values  are 
maintained  and  sent  to  you  monthly  Also, 
with  a  Master  Account  you  can  borrow 
automatically  for  any  purpose,  based  on 
the  securities  in  your  account.  Our  mini- 
mum-size account  is  $150,000. 

For  a  comprehensively  detailed  booklet, 
contact  R.  Keating  Hagmann,  Vice  Presi- 
dent, at  United  States  Trust  Company  of 
New  York,  45  Wall  Street,  New  York,  NY 
10005.  Phone  (212)  806-4042. 


US/Irust 

When  you  do  something  very  well 

you  simply  cannot  do  it  for  everyone. 


Taxing  Matters 


making  it  more  difficult  for  the  IRS  to 
prove  the  captive  is  part  of  the  parent. 
There  are  other  escape  routes  as  well. 
What  would  happen,  say,  if  General 
Electric  took  a  20%  share  of  Travel- 
ers, then  had  Travelers  insure  all  of 
GE's  operations? 

"The  IRS  would  have  trouble  fight- 
ing that  one,"  says  one  captive  tax 
attorney. 


1 


Chas  H  sl.ttkman 


254 


Hope? 

If  your  congressman  takes  credit  for 
good  news  on  tax  shelters,  don't 
believe  him.  It  was  Adam  Smith 

Over  the  past  year  the  average 
front-end  fee  on  a  public  real  estate 
deal  dropped  two  percentage  points, 
from  21%  to  19%.  The  back  end  of 
many  deals  has  been  adjusted  to  give 
investors  an  average  10%  annual  re- 
turn, vs.  6%  to  8%  in  the  past. 

New  laws  are  partially  responsible, 
but  competition  spurred  most  of  the 
moves.  Traditional  syndicators  face  a  t 
serious  threat  from  insurance  compa 
nies    moving    in    to    diversify    in- 
vestments   and 
broaden  product 
lines.   And   the 
insurers         are 
buying    market 
share  with  what 
line  syndicators 
consider  annoy- 
ingly  low  fees — 
15%     to     18%, 
while  tradition- 
al    syndicators 
charge  22%  to  25% 

Texas-based  USAA  made  its  first 
public  offering  in  July  1983.  "It  was 
the  most  favorably  structured,  moder- 
ately leveraged  partnership  offered  to 
date,"  says  Charles  Wetterer,  a  con- 
sultant for  Boston  Bay  Capital.  Front- 
end  fees  totaled  10%,  and  upon  sale  or 
resyndication  of  the  properties,  90% 
of  the  deal's  excess  cash — rather  than 
the  typical  85% — goes  to  the  investor. 

Insurance  companies  are  not  that 
much  smarter,  but,  says  Wetterer,  "A 
new  syndrcator  must  give  the  inves- 
tor a  reason  to  write  the  check." 

Of  course,  10%  to  15%  is  far  from  a 
steal  when  compared  with  fees  on 
other  investments.  But  progress  is  be- 
ing made.  Says  Warren  Shine,  partner 
at  Ernst  &  Whinney,  "Private  syndi- 
cators used  to  set  the  load  at  25%  off 
the  bat.  Now  they  are  seeing  how 
much  they  need  to  run  a  good  busi 
ness,  and  that's  what  the  load  will 
be."  Wasn't  that  how  it  was  supposed 
to  work  all  along?— Laura  R.  Walbert 
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Five  reasons  why  businessmen  in  over 
90  countries  deal  with  Lucky-Goldstar 


Lucky-Goldstar   is  be 
coming  known  as  a 
name  to  be  trusted  in 
some  of  today's  most 
important  fields.  Here 
are  some  of  the  reasons 
why  more  and  more  peo- 
ple are  seeking  out 
Lucky-Goldstar. 


IntegratedAction: 


Superb  coordination  among  member  companies 
working  in  a  broad  range  of  fields  enhances 
Lucky-Goldstar 's  capabilities. 


Healthy 


Growth: 


An  Eye  to 
the  Future: 

Lucky-Goldstar's 
average  for  invest- 
ment in  research  is 
3%  of  sales  and  going 
up  all  the  time.  In 
some    fields,    the 
figure  is  already  as 
high  as  7%. 


To  Bnd  out  more,  contact  Lucky- 
Goldstar  International  Corp.,  537 
Namdaemun-ro  S-ga,  Chung-gu, 
Seoul  100,  Korea.  CPO  Box  1899. 
Phone  777-8097. 
Telex:  LGINTL  K27266. 
Cable  FOURCLOVER  SEOUL. 


Lucky-Goldstar  has 
grown  steadily  and  im- 
pressively during  the  37 
years  since  its  establish- 
ment— even  in  times  of 
worldwide  recession. 


Financial 
Soundness: 

No  Korean  busi- 
ness conglomer- 
ate   can    claim 
greater  reliabil- 
ity in  its  finan- 
cial dealings 
than     Lucky- 
Goldstar. 
And    we    can 
back  this    up 
with  hard  facts. 


Successful  Partnerships: 


A  dozen  of  Korea's  top  joint  ven- 
tures are  Lucky-Goldstar  com- 
panies, and  partners  include  such 
well-known  names  as  Caltex, 
ATSPT  Technologies,  Siemens,  and 
Hitachi. 


SI  LUCKY  GOLDSTAR 


We've  got  it  together. 


Chemistry  □  Lucky,  Ltd.  D  Lucky  Continental  Carbon  Electricity,  Electronics  and  Telecommunications  □  Gold  Star  Co.,  Ltd.  D  Gold  Star  Cable  D  Gold 
Star  Tele-Electric  □  Gold  Star  Electric  □  Gold  Star  Instrument  Sf  Electric  D  Gold  Star  Precision  D  Shinyeong  Electric  D  Gold  Star  Semiconductor  D  Gold  Star- 
Alps  Electronics  Energy  and  Resources  D  Honam  Oil  Hennery  D  Korea  Mining  6f  Smelting  Construction  and  Engineering  O  Lucky  Development 
□  Lucky  Engineering  Insurance,  Securities  and  Finance  D  Lucky  Securities  □  Pan  Korea  Insurance  □  Pusan  Investment  &  Finance  □  Gold  Star  Invest- 
ment &  Finance  Trade  and  Distribution  D  Lucky-Goldstar  Internati  onal  □  Hee  Sung  Public  Service  D  The  Yonam  Foundation  □  The  Yonam  Educational 
Institute  Sports  □  Lucky-Goldstar  Sports 


Powering  the  U.S.  Navy's  newest  ship 
^ — -^  helps  power  Colt. 


She  seems  an  unlikely 
combination  of  cargo  ship 
and  dry  dock  as  she 
shoulders  through  the 
waves.  Then  she  heaves  to; 
and  from  an  almost  instantly 
flooding  well  deck  in  the  stern 
emerge  four  high-speed  landing 
craft,  fully  manned  and  ready  to  storm  the  beach. 

The  unusual  vessel  is  the  United  States  Navy's 
newest  landing  ship  dock,  the  LSD-41.  And  her 
muscle  is  provided  by  four  16-cylinder  Colt- 
Pielstick®  PC2  diesel  engines  built  by  the  Fairbanks 


Morse  Engine  Division  of  Colt  Industries. 

Those  Colt-Pielstick  diesel  engines  are  so 
efficient  that  the  Navy  estimates  a  fuel  savings 
of  30  percent  over  the  life  of  the  LSD  vessels. 

The  Navy  plans  to  build  at  least  ten  LSDs,  < 
propelled  by  four  Colt-Pielstick  engines.  Each  L 
will  also  use  four  Fairbanks  Morse  diesel  engin< 
generators  for  on-board  electric  power,  as  cur- 
rently do  the  Navy's  Los  Angeles  class  nuclear 
submarines. 

Fairbanks  Morse  is  now  preparing  to  build 
large  Colt-Pielstick  PC4.2  diesel  engines.  Thest 
technologically  advanced,  medium-speed,  hig 


rsepower,  highly  fuel-efficient  engines  will 
wer  the  U.S.  Navy's  newT-AO  187  class  fleet 
ers. 

Fairbanks  Morse  is  one  of  the  great  names  in 
lerican  industry  and  is  helping  to  power  the 
rnings  performance  of  Colt  Industries.  Colt,  a 
iding  industrial  products  company,  with  annual 
es  in  excess  of  $1.5  billion  in  the  aerospace  and 
tomotive  industries,  in  machinery  and  equip- 
jnt,  in  materials  and  components. 

For  a  closer  look  at  Colt  Industries,  write  for 
r  latest  financial  reports.  Colt  Industries  Inc, 
:pt.  84A,  430  Park  Avenue,  New  York,  NY  10022 


Holley  carburetors  •  Chandler  Evans  fuel  controls  •  Menasco 
aircraft  landing  gear  •  Gariock  industrial  seals  and  components  • 
Stemco  truck  products  •  Fairbanks  Morse  diesel  engines,  pumps 

•  Fairbanks  industrial  scales  •  Pratt  &  Whitney  machine  tools  • 
Elox  electrical  discharge  machining  equipment  •  Delavan  gas 
turbine  products  •  Crucible  specialty  steels,  permanent 
magnets  •  Trent  welded  stainless  steel  pipe  and  tubing  •  Quincy 
compressors  •  Colt  firearms  •  Central  Moloney  transformers 

•  Farnam  gaskets  •  France  compressor  products 


Colt  Industries 
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An  on-the-scene  report  from  one  of  main- 
land Chinas  capitalist  footholds. 

Karl  Marx 

must  be  spinning 

in  his  grave 


Are  Deng  Xiaoping  and  his  technocrats  serious  about  opening  up  China's  stagnant 
economy  to  foreign  capital?  To  judge  from  the  activity  in  its  Special  Economic  Zones 
(SEZs),  they  are.  Four  such  zones  have  been  created  in  the  last  five  years  to  attract 
foreign  capital,  technology  and  management  expertise.  The  pragmatists  in  Peking 
confidently  predict  that  over  $2  billion  of  Western  investment  will  flow  into  the  SEZs 
over  the  next  16  years  and  that  population  in  the  four  zones  will  grow  from  fewer 
than  100,000  today  to  13  million. 

There  is  no  guarantee  that  the  rulers  of  mainland  China  will  not  again  reverse 
course,  as  they  have  several  times  in  the  recent  past,  and  wipe  out  these  and  other 
vestiges  of  free  enterprise.  But  for  now  they  seem  determined  to  apply  at  least  a  small 
dose  of  capitalism  to  what  ails  them  economically.  If  the  trend  continues,  it  could 
produce  the  greatest  setback  socialism  has  yet  been  dealt. 

Forbes'  Andrew  Tanzer,  fluent  in  Mandarin,  recently  visited  the  Xiamen  (pro- 
nounced sha-mun)  SEZ,  a  subtropical  island  off  China's  southern  coast,  on  the 
Taiwan  Strait.  His  report  follows. 


By  Andrew  Tanzer 


"If  a  cat  catches  mice,  it  doesn't  matter  if 
it's  black  or  white. " 

— Deng  Xiaoping 
It  wasn't  long  ago,  by  Chinese 
standards,  that  Xiamen,  formerly 
known  as  Amoy,  symbolized  foreign 
exploitation  at  its  worst.  Here  in  great 
luxury  dwelt  foreign  merchants,  often 
indulging  in  the  opium  trade.  Gulan- 
gyu,  an  island  in  Xiamen's  harbor, 
was  off-limits  to  Chinese  citizens. 

So  it  seems  especially  ironic  that 
today  the  old  port  of  Xiamen,  one  of 
China's  four  Special  Economic 
Zones,*  is  not  only  reopening  its 
doors  to  Western  capitalists  but  roll- 
ing out  the  red  carpet  for  them. 

If  the  price  of  modernizing  China 
includes  reintroducing  income  dis- 
parities and  management  preroga- 
tives, China's  new  leaders  seem  will- 
ing to  pay  it.  As  Deng  Xiaoping  put  it 
back  in  1967,  before  he  was  silenced 
by  the  long  night  of  the  Cultural  Rev- 
olution: "If  we  can  increase  produc- 
tion, it  doesn't  matter  whether  oper- 
ations are  run  privately — if  a  cat 
catches  mice,  it  doesn't  matter  if  it's 


black  or  white." 

For  three  years  after  Xiamen  opened 
its  SEZ  in  October  1980,  the  response 
was  embarrassingly  feeble.  But  in 
recent  months  the  pace  has  quick- 
ened and  some  pillars  of  American 
capitalism — including  Eastman  Ko- 
dak, R.J.  Reynolds  and  Coca-Cola — 
have  signed  up.  By  June  foreign  inves- 
tors had  signed  contracts  for  82  proj- 
ects worth  $385  million,  53  of  those 
signed  in  the  first  half  of  1984  alone. 

So  it's  only  a  little  surprising  that 
local  officials  these  days  sound  less 


Xiamen  as  seen  from  the  town  ofGulan 
What's  it  like?  Dreary,  but  getting  q\ 

like  Mao  Tse-tung  than  George  Babi 
bitt  boasting  about  Zenith.  "We  wil 
surpass  Shenzhen  [the  most  success- 
ful SEZ],"  says  one  Xiamen  Specia 
Economic  Zone  official.  "Our  loca 
tion  and  harbor  are  better,  and  th< 
education  of  our  work  force  superior.'  > 

Xiamen,  like  the  other  zones,  offer  I 
foreign  capitalists  three-to-five-yea  ] 
tax  holidays,  followed  by  a  flat  corpo 
rate  income  tax  rate  of  15%,  less  thai 
Hong  Kong's  18.5%.  Beyond  that,  la 
bor  is  cheap — around  $50  a  month  fo 
the  average  factory  worker — as  i 
land.  Within  limits,  foreign  business 
men  are  granted  the  right  to  hire  am  ' 
fire  workers. 

The  biggest  takers  thus  far — ac 
counting  for  80%  of  the  zone's  invest 
ments  to  date,  by  one  authoritativ 
estimate — have  been  overseas  Chi 
nese  businessmen.  An  estimated 
million  to  6  million  overseas  Chi 
nese,  mostly  in  Southeast  Asia,  trac 
their  roots  to  Fujian  province.  Ch: 
nese  authorities  appeal  to  the  senti 
ments  and  patriotism  of  their  ric. 

The  other  SEZs  are  Shenzhen,  Zhuhai  and  Shanto, 
all  in  Guangdong  province,  adjacent  to  Hong  Kon, 
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Pholo-hv  Andrew  Tanzi 


irethren,  apparently  successfully. 

Many  businessmen  have  been  hold- 
tig  off,  however,  waiting  for  improve- 
nents  in  the  island's  decrepit  infra- 
tructure.  For  years  state  investment 
n  Fujian  has  been  minuscule,  largely 
lecause  the  area  was  considered  the 
nilitary  front  line  facing  Taiwan,  the 
Nationalist  Chinese  island  bastion 
50  miles  away  across  the  Taiwan 
i trait. 

But  the  Red  Chinese  military  mind 
s  mellowing.  Last  year  Xiamen  au- 
horities  opened  a  modern  port  and 
drport.  An  army  of  10,000  workers 
las  leveled  hills  and  finished  a  half- 
lozen  five-story  factory  buildings  in 
Ciamen's  Huli  industrial  district,  a 
i.5-square-kilometer  sliver  in  the 
lorthwest  corner  of  the  125-square- 
ulometer  island. 

Still,  doing  business  in  China  re- 
nains  a  test  of  perseverance.  The  for- 
:ign  manager  of  one  joint  venture  in 
tiamen  (who,  like  other  foreigners  we 
ipoke  with,  insisted  on  anonymity) 
ecalls  that  when  his  plant  opened 
wo  years  ago,  workers  were  regularly 
Iragged  off  the  factory  floor  for  politi- 
;al  education  sessions  and  tree-plant- 


ings by  "a  dyed-in-the-wool  Maoist" 
party  hack  forced  onto  the  company's 
payroll.  Eventually  the  manager  com- 
plained, the  hack  was  sacked  and  a 
bonus  system  that  dramatically 
boosted  productivity  was  implement- 
ed. "People  are  now  getting  a  spark  of 
enthusiasm  in  working,"  the  manager 
reports. 

It's  the  prospect  of  selling  to  a  do- 
mestic market  of  1  billion  people,  of 
course,  that  inspires  patience  in  for- 
eign businessmen  contending  with 
the  Chinese  bureaucracy.  But  Deng 
and  company  have  a  different  priority. 
They  want  the  ventures  to  earn  for- 
eign exchange  that  can  be  plowed 
back  into  further  modernization. 
Thus  negotiations  invariably  become 
a  tug-of-war  over  export  and  domestic 
sales  ratios.  If  the  foreign  partner 
(most  projects  are  joint  ventures)  sup- 
plies valuable  technology,  the  Chi- 
nese usually  allow  him  to  sell  more 
on  the  domestic  market. 

The  three  large  American  firms 
that  have  committed  to  Xiamen  will 
gain  substantial  access  to  the  domes- 
tic market.  Coca-Cola  will  sell  con- 
centrate for  Coke,  Sprite  and  Fanta  to 
a  local  soft  drink  bottler  that  will 
market  all  of  the  production  domesti- 
cally, much  of  it  through  officially 
approved  foreign  exchange  outlets 
there.  Coke  is  bringing  in  $1  million 
worth  of  equipment  and  will  transfer 
bottling,  packaging  and  glassmaking 
technology.  Anyone  who  has  tasted 
China's  wretched  soft  drinks  will  un- 
derstand the  communists' — let  alone 
the  people's — interest  in  Coke. 

R.f.  Reynolds,  one  of  the  first  com- 
panies into  Xiamen,  has  produced 
Camels  there  since  1980.  Lin  Dachu, 
a  plant  official,  acknowledging  that 
China  is  weak  in  blending  tobacco 
and  rolling  and  packaging  cigarettes, 
implies  that  even  obsolete  Western 
technology  is  welcome.  In  1980,  Lin 
recalls,  RJR  introduced  Sixties  ma- 
chinery capable  of  rolling  2,000  ciga- 
rettes a  minute.  That's  a  fraction  of 
the  7,000-per-minute  capacity  of 
modern  cigarette  rolling  machines, 
but  it's  double  the  Xiamen  cigarette 
factory's  previous  capacity. 

In  May  RJR  entered  a  $20  million 
joint  venture  with  its  Chinese  partner 
to  build  a  new  plant  to  produce  Win- 
ston, Salem  and  Camel  brands.  The 
plant's  initial  production  target  is  2.5 
billion  cigarettes  a  year,  less  than  1  % 
of  China's  annual  consumption  of 
nearly  1  trillion  smokes. 

Kodak,  too,  has  decided  to  try  Chi- 
na's new  economic  freedoms.  In  July 
Kodak  signed  a  contract  to  supply  a 
turnkey  plant  to  produce  color  film 
and  paper.  The  factory  will  be  China's 


first  color  film  plant,  and  it  will  also 
mark  the  first  time  Kodak  has  sold  its 
technology  to  outsiders.  According  to 
Lin  Yuanhan,  vice  director  of  Xiamen 
Photosensitive  Material  Manufactur- 
er, the  deal  is  worth  around  $116  mil- 
lion. (Kodak  won't  comment.) 

What's  it  like  to  live  in  Xiamen? 
Dreary,  but  getting  better.  Xiamen 
looks  something  like  Taiwan  20  years 
ago,  and  a  little  like  the  Hong  Kong 
and  Singapore  of  Somerset  Maugh- 
am's day.  About  the  only  place  to  stay 
in  Xiamen  is  Overseas  Chinese  Man- 
sion, an  inn  known  for  mildewed 
rooms  and  irrational  elevators  that 
tend  to  rise  when  they  should  de- 
scend. The  hotel  gap  will  be  filled 
shortly,  however.  Half  a  dozen  new 
hotels  are  going  up,  some  built  by 
Hong  Kong  and  Japanese  investors. 

Many  of  Xiamen's  older  structures 
were  built  in  the  Mediterranean  style 
favored  by  the  British  in  the  19th  cen- 
tury. This  southern  European  flavor  is 


Factor}'  under  construction  at  Huli 
A  few  deviations  in  a  deeper  game. 

particularly  evident  on  the  narrow, 
cobblestone  streets  of  Gulangyu  Is- 
land, many  of  whose  stately  consul- 
ates and  mansions  were  converted  af- 
ter the  revolution  into  villas  for  Com- 
munist Party  cadres.  The  cadres  are 
being  booted  out  now,  and  a  few  of  the 
buildings  have  been  turned  into  ho- 
tels for  well-heeled  foreign  business- 
men, overseas  Chinese  and  tourists 
who  come  for  Xiamen's  beaches,  gar- 
dens and  ancient  Buddhist  temples. 

The  Chinese  communists  are  ex- 
perimenting, gingerly,  with  private 
enterprise  at  the  individual,  as  well  as 
corporate,  level.  As  in  Budapest,  say, 
so  in  Xiamen:  Privately  owned  service 
establishments  are  changing  the  face 
of  Xiamen. 

"In  the  last  three  or  four  months, 
everything  has  come  to  life,"  exults 
one  foreign  resident  of  the  city.  Pri- 
vately run  shops  and  restaurants  have 
opened  on  the  ground  floor  of  most 
two-story  buildings  along  the  Zhong- 
shan  Road,  the  main  business  street. 
The  restaurants  might  not  pass  most 
Western  health  inspections.  But  they 
do  offer  attentive  service  and  deli- 
cious seafood  dishes,  a  Xiamen  tradi- 
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A  full  carat  or  more.  For  your  better  half 
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A  quality  diamond  of  a  carat  or  more. 

Quality.  It's  as  important  in  diamonds  as  in 
anything  else  you  own.  It's  especially  important 
in  diamonds  of  a  carat  or  more. 

Extraordinary.  One  of  nature's  most  perfect 
gifts  is  also  the  hardest  natural  gemstone  known  t 
man.  It's  spectacular.  Impressive.  And  rare. 

In  order  to  understand  quality  in  diamonds, k 
one  must  understand  the  4C's:  Cut,  Color,  Clarir 
and  Carat-weight.  It  is  the  4(§  characteristics  that 
determine  the  value  of  a  diamond. 

Your  jeweler  is  the  expert  where  diamonds  A 
concerned.  He  can  show  you  diamonds  of  a  carat  i 
more  of  such  exceptional  quality  as  to  please  evei 
the  most  discriminating  tastes.  Give  her  the 
ultimate.  A  quality  diamond  of  a  carat  or  more. 

A  diamond  is  forever. 

The  necklace  shown  features  a  quality  diamond  of  2  carats. 

Since  this  isn't  the  kind  of  purchase  you  make  every  day,  we've  prepared  an  informative  brochure  to  help  you  make  the  right  decision. 

For  your  copy,  send  $2.00  to  Diamond  Information  Center,  Dept.  C,  1345  Avenue  of  the  Americas,  NY,  NY  10105. 


lion,  for  the  equivalent  of  $2  or  less.  A 
welcome  relief,  this,  from  the  medio- 
;re  food  and  surly  service  that  charac- 
terize most  state-run  restaurants  and 
lotels  on  the  mainland. 

The  influx  of  tourists  and  business- 
nen  has  also  spawned  a  flourishing 
lard- currency  black  market.  Some 
Xiamen  stores  accept  only  foreign  ex- 
:hange  certificates — the  scrip  foreign- 
ers receive  for  their  hard  currency,  at 
Jie  official  rate  of  2.6  renminbi  per 
51 — for  their  TV  sets,  refrigerator- 
rreezers,  Western  cigarettes  and  ex- 
3ort-quality  Chinese  merchandise. 
But  the  shops  are  full  of  locals,  many 
af  whom  acquired  foreign  exchange 
:ertificates  on  the  black  market.  They 
;et  them  from  Xiamen's  currency 
Diack  marketeers,  who  at  night  dart 
rrom  the  shadows  on  the  Zhongshan 
Road  offering  travelers  1.40  in  local 
:urrency  for  1.00  of  scrip.  To  judge 
from  the  truckloads  of  Japanese  elec- 


\t  is  only  a  little  surprising 
that  local  officials  sound 
less  like  Mao  Tse-tung 
than  George  Babbitt 
boasting  about  Zenith. 


trical  appliances  on  the  streets,  there 
is  a  consumer  boom  in  Xiamen. 

The  relative  freedom — and  low  pre- 
miums— under  which  the  black  mar- 
keteers operate  suggest  that  the  au- 
thorities have  probably  chosen  to  ig- 
nore a  few  deviations  from  strict 
government  ideology  in  order  to  play 
a  deeper  game.  Some  city  officials 
maintain  that  Xiamen  has  a  role  to 
play  not  only  in  modernizing  the  Chi- 
nese economy  but  also  in  recovering 
Taiwan  and  nearby  Jinmen  (or  Que- 
moy),  which  lies  in  the  mouth  of  Xia- 
men Harbor.  "If  the  local  [Xiamen] 
economy  grows  fast,  Taiwan  will  be 
more  willing  to  reunify,"  says  Chen 
Zhengbang,  a  senior  official  in  the 
SEZ  administration  commission. 

At  this  stage  that  is,  to  put  it  mild- 
ly, extremely  wishful  thinking.  With 
an  average  per  capita  income  about 
ten  times  that  of  the  mainland  and 
with  a  high  degree  of  personal  free- 
dom, the  people  of  Taiwan  much  pre- 
fer capitalism  to  communism,  even  of 
a  diluted  variety.  However,  it  is  en- 
couraging that  the  Chinese  seem  to 
have  abandoned  the  Cultural  Revolu- 
tion philosophy  that  held  "the  poorer 
one  is,  the  more  revolutionary."  If 
China's  pragmatists  can  fan  the  fires 
they  started  in  Xiamen,  there's  no 
telling  how  many  mice  the  industri- 
ous Chinese  may  one  day  catch.  ■ 
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Traders  in  world  markets 
for  over  a  century 


Market  Access 

through 

Countertrade 

Metallgesellschaft  Services  Inc.  - 
Leaders  in  countertrade  and  barter  services 
for  corporations  and  governments 
around  the  world 


METALLGESELLSCHAFT  SERVICES  INC.  REGIONAL  HEADQUARTERS: 
New  York:  520,  Madison  Avenue,  NY  10022,  Telephone  (212)  715-5210 
London:  Three  Quays,  Tower  Hill,  London  EC3R  6DS,  TeL  (1)  626-4221 
Hongkong:  2901  Edinburgh  Tower,  The  Landmark,  Telephone  (5)  213  631 

MEMBER  OF  THE  METALLGESELLSCHAFT  GROUP 


IDEAL  CUT 
DIAMONDS 


In  diamonds, 

as  in  all  things  beautiful, 

there  is  an  ideal. 


It's  smart  to  be  an  idealist  when  you  choose  a 
diamond,  especially  one  of  a  carat  or  more.  Only 
IK  Ideal  Cut  Diamonds™  have  maximum  brilliance 
and  beauty  plus  a  laser  inscription  right  on  the 
diamond  for  positive  identification  any  time. 

These  unique,  quality  diamonds  of  a  carat  or 
more  are  available  at  the  fine  jewelers  who  display 
our  symbol,  or  contact: 


Lazare  Kaplan  International  Inc. 

666  Fifth  Avenue,  New  York,  NY  10103 
(212)757-5200 
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On  the  Docket 


Professors  come  cheaper  than  lawyers.  So 
why  dorit  more  companies  use  arbitration 
to  settle  trade  secret  disputes? 


The  academic 
solution 


By  Richard  Greene 


SUPPOSE  THREE  ENGINEERS  leave  a 
large  corporation  to  start  their 
own  company  with  a  similar 
product  line.  It's  natural  to  assume 
that  they  may  be  walking  away  with 
some  of  the  corporation's  trade  se- 
crets. So,  often  the  corporation  hauls 
them  into  court. 

But  this  is  a  particularly  murky  and, 
therefore,  costly  area  of  the  law.  Gen- 
erally speaking,  a  trade  secret  is  de- 
fined as  secret  business  information 
used  to  an  advantage  over  competi- 
tors who  don't  have  it.  The  fa- 
mous formula  for  Coca-Cola 
is  a  prime  example.  But  de- 
ciding whether  any  given 
piece  of  information 
meets  those  criteria  is  a 
knotty  problem.  For  ex- 
ample, if  an  employee 
publishes  an  article  dis- 
cussing some  of  the  as- 
pects of  a  trade  secret,  has  the  disclo- 
sure of  that  piece  of  information  lost 
protection  for  the  whole  trade  secret? 
Questions  such  as  these  make  law- 
suits risky,  as  well  as  costly. 

But  recently  a  far  cheaper  alterna- 
tive solution  has  emerged  called 
"technical  arbitration."  Frederic  Ru- 
benstein,  a  senior  partner  with  Wall 
Street  law  firm  Guggenheimer  &.  Un- 
termyer,  thinks  it's  "a  better,  less  ex- 
pensive way  than  litigation."  If  a  law- 
yer like  Rubenstein  were  in  charge, 
the  entrepreneur  accused  of  stealing 
trade  secrets  would  get  together  with 
his  former  employer  and  agree  on  an 
impartial,  technically  competent 
third  party,  generally  a  university  pro- 
fessor with  expertise  in  the  area  under 
dispute. 


The  arbiter,  without  revealing  any- 
thing to  either  side,  decides  whether 
trade  secret  infringement  has  oc- 
curred. His  decision  is  almost  always 
binding  on  both  parties.  How  does 
this  work?  The  entrepreneur  shows 
the  arbiter  the  innermost  workings  of 
the  products  he  plans  to  produce.  The 
former    employer    tells    the    arbiter 
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where  he  thinks  trade  secrets  may 
have  been  stolen.  If  the  arbiter  thinks 
that  the  former  employer  may  be  at 
least  partly  right,  he  proposes  a  reso- 
lution. If  he  finds  no  conflict,  then 
there's  no  need  for  any  time-consum- 
ing, expensive  resolution  of  a  nonex- 
istent dispute. 

"Instead  of  spending  time  in  court, 
those  involved  are  able  to  do  their 
own  work,"  says  Rubenstein,  "know- 
ing their  interests  are  being  served  by 
the  technical  arbiter." 

Does  it  work?  A  couple  of  years  ago 
Intel,  the  integrated  circuits  producer, 
decided  to  use  a  technical  arbiter  in  a 
dispute  with  some  of  its  former  mar- 
keting and  technical  people  who  left 
to  form  a  new  company  called  Seeq 
Technology  Inc.  Intel  had  sued  and 
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forced  Seeq  to  settle.  But  Intel  fearec 
Seeq  might  not  stick  to  the  terms  01 
the  settlement.  So  the  two  companies 
agreed  to  let  a  college  professor  moni- 
tor Seeq's  activities  for  a  year.  The 
result  was  no  more  lawsuits.  And, 
says  Roger  Borovoy,  then  genera! 
counsel  for  Intel,  "Both  sides  savec 
a  lot  of  money.  Professors  conu 
cheaper  than  lawyers." 

Rubenstein  is  putting  the  finishing 
touches  on  a  similar  arbitration  ar 
rangement  for  two  other  parties  to  i 
trade  secret  infringement  dispute 
Why  don't  more  companies  follow 
suit?  In  some  cases,  firms  such  as  IBM 
and  Hitachi,  say,  might  be  unwilling 
even  to  discuss  such  efforts  with  eacr 
other.  And  even  when  the  firms  are  or 
friendlier  terms,  "Lawyers  often  hav 
a  professional  preference  for  litiga 
tion,"  says  Robert  Coulson,  presiden 
of  the  American  Arbitration  Associ 
ation.  "That's  what  the  law  school.1 
teach." 

But  there's  a  more  substantive  rea 
son:  In  arbitration,  there  is  no  right  t( 
appeal.  "You  never  want  to  arbitrate 
an  important  case  where  you  might  b< 
wrong,"  says  Michael  S weedier,  ; 
partner  with  Darby  &  Darby,  a  Nev 
York  patent  law  firm.  "You  foreclose 
the  possibility  of  an  appeal." 

Sweedler  also  points  out  the  need  tc 
make  sure  the  other  side  acts  in  gooc 
faith.  Without  the  legal  controls  of ; 

judge,  an  insincere  arbitration  op 
ponent  can  "drive  you  nuts,' 
says  Sweedler.  "Arbitra 
tion  is  a  wonderful  ide; 
in  theory,  and  you  cai 
save  85%  or  90%  of  th< 
costs  of  ordinary  litiga. 
tion.  Unfortunately,  ; 
party  inclined  to  do  s< 
can  wreak  havoc  in  ai 
arbitration.  An  arbitrator  can't  throv 
you  in  jail,  after  all." 

Then,  too,  some  firms  may  no 
want  to  go  for  arbitration  becausi 
they  are  practicing  what  Rubensteii 
calls  the  "shot  across  the  bow"  tech 
nique.  A  large  company  may  sue  fo 
trade  secret  infringement  simply  ti 
knock  off  a  potential  competitor.  "I 
intimidates  the  new  company,"  say 
Rubenstein,  "and  sends  the  messagi 
that  they  are  going  to  have  to  includ 
the  high  costs  of  litigation  in  thei 
startup  costs." 

That's  dirty  pool,  to  be  sure.  Evei 
illegal,  occasionally,  as  the  threat  o 
antitrust  action  looms.  But  sucl 
things  happen  often  enough  to  rende 
technical  arbitration  largely  an  aca 
demic  solution.  ■ 


FORBES,  NOVEMBER  19,  198' 


I 


Matchless 
insurance  services 
for  serious 
competitors... 
frank Mall 

Frank  B.  Hall,  the  high-perfor- 
mance corporate  protector 
helps  companies  like  yours 
the  world  over  play  to  win  in 
the  fiercely  competitive  busi- 
ness arena.  We'll  handle  your 
insurance  requirements  cost 
effectively.  And  offer  you  the 
most  advanced  risk  manage- 
ment programs  available  any- 
where. 

Serious  competitors  come 
to  Frank  B.  Hall  because  we're 
tough  and  thoroughly  profes- 
sional. We  protect  your  human 
and  financial  resources,  giving 
you  the  strength  to  succeed  in 
your  marketplace. 

Frank  B.  Hall.  For  all  forms 
of  business  protection.  Insur- 
ance placement.  Reinsurance. 
E  &  S  lines.  Employee  benefits 
consulting.  Claims  manage- 
ment. Environmental  risk  man- 
agement. And  special  21st 
century  products  for  virtually 
every  major  industry. 

The  pressure  is  on.  Compe- 
tition is  mounting.  But  there's 
an  insurance  services  compa- 
ny built  to  stick  with  you  while 
you  play  to  win.  Frank  B.  Hall, 
risk  management  services  for 
serious  competitors,  like  you. 


FRANK    B.    HALL    &    CO. 

The  Protection  Connection  is  a  trademark  and  service  mark  of  FrankJJ.  Hall'&  Cd  ik  6  Hail  &  Co  Inc..  1984  All  ngiits  reserved. 
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THE  NEW  COMPUTER 
FROM  AT&T.  FLEXIBLE. 
RELIABLE.  AND  VERY 


COMPATIBLE. 


*' 


They're  new  in  every  sense  of  the 
word.  New  in  conception,  new 
in  design,  new  in  their  ability  to  deliver 
unprecedented  levels  of  computer  perform- 
ance. After  over  40  years  of  designing  and 
manufacturing  computers,  AT&T  is  proud 
to  introduce  a  whole  new  line  of  innova- 
tive computers  for  business. .  .AT&T 
Computers. 

MEET  THE  FAMILY 

The  3B2,  3B5,  and  the  AT&T  Personal 
Computer  make  up  the  new  AT&T  family  of 
flexible  business  computers. 

The  AT&T  3B2  is  one  of  the  most 
advanced  super  microcomputers  you  can 
buy  today.  It  packs  all 
the  power  of  a  much 
larger  system  in  a 
size  small  enough  to 
sit  on  your  desk  top. 
This  UNIX*  System 
V- based  multi-user, 
multi-tasking  com- 
puter can  accom- 
modate up  to 
18  terminals. 

For  larger 
family  gather 
ings,  the 
AT&T  3B5 
minicomputers 


make  great  hosts,  because  they  can  acco  j 
modate  up  to  60  users. 

And  meet  the  new  AT&T  Personal  G 
puter.  What  makes  it  special  is  its  ability 
combine  high  performance  with  excellent! 


graphics  capabilities,  an  adjustable  displa; 
monitor,  and  non-glare  screen.  Its  flexibii  1 
allows  it  to  operate  as  a  stand-alone  unit  < 
as  part  of  an  integrated  computer  networ 
And  its  compatibility  allows  it  to  run  mos' 
popular  business  software,  including  mos 
available  MS-DOS**  applications. 

THE  FAMILY  THAT  WORKS 
TOGETHER 

One  big  advantage  of  AT&T  Compute 
is  that  when  there's  work  to  be  done,  eve 
one  pitches  in. 

Each  family  member  works  together 
coordinated  system,  making  tasks  easier 

UNIX  is  a  trademark  of  AT&T  Bell  Laboratories.  "MS-DOS  is  a  trademark  of  Microsoft  Corpoi 
©1984  AT&T  Information  Systems. 


sers  more  productive.  All  AT&T 
niters  are  based  on  our  Information 
ms  Architecture,  an  open,  communi- 
ls-based  structure  that  can  accommo- 
date and  integrate 
not  only  our 
products,  but  also 
those  of  other  manu- 
facturers. 

Another  reason 


between  terminals,  workstations,  and  com- 
puters of  all  sizes.  This  local  area  network 
allows  you  to  connect  departments,  build- 
ings, industrial  parks,  or  even  campuses. 
And  gives  you  fast  response  time  and  cen- 
tralized administration 
and  control. 

Regardless  of  the  equip- 
ment you  might  own  or 


T  family  members  work  so  well 

her  is  our  unique  PC  Interface.  It 

es  the  MS-DOS  and  UNIX  Operating 

ims,  allowing  you  to  use  your  PC  as 

3f  a  larger  3B  network.  Several  PC 

5  can  thus  share 

iherals  and  files 

:d  on  the  central 

machine. 

et  another  reason 

T  Computers  are 
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r  UNIX  System  V 

mating  System, 
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Laboratories.  It's 

Derating  system  so 

)le,  it's  rap- 

>ecoming  an       m* 

stry  stan- 

.And 

use  UNIX 

vareis 
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software  can  run  on  3B5  computers, 
protecting  your  investment  and  elimi- 
g  costly  and  time-consuming  retraining. 

THEY  GET  ALONG  FAMOUSLY 
WITH  MOST  EVERYONE 

T&T  Computers  get  along  so  well  with 
other,  they  can't  help  but  get  along 
just  about  everyone  else.  The  AT&T 
•mation  Systems  Network  links  AT&T 
iputers  with  those  of  other  manu- 
irers.  It's  a  flexible,  cost-efficient  link 
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acquire,  with  AT&T  Computers  it  will 
be  like  one  big  happy  family. 

BUILT-IN  RELIABILITY  AND  SERVICE 

Judging  by  the  way  they're  made  and 
cared  for,  this  family  will  be  around  for  gen- 
erations. AT&T  Computers 
meet  the  toughest  design 
standards  and  most  rigorous 
testing  procedures. 

And  should  you  ever 
require  service,  we  offer 
around-the-clock  mainte- 
nance, and  one  of  the  indus- 
try's largest  service  forces. 

For  more  information 
call  your  AT&T  Information 
Systems  Account  Exec- 
|  utive  or  1  (800)  247- 

\     1212.  Then  make 
arrangements  to 
meet  the  family:  the 
3B2,  3B5  and  the 
AT&T  Personal 
Computer.  When 
it  comes  to  meet- 


ing your  needs,  AT&T  Computers  couldn't 
be  more  compatible. 

AT&T  INFORMATION  SYSTEMS. 
WHEN  YOU'VE  GOT  TO  BE  RIGHT. 


AT&T 


The  Up  &  Comers 


Fumbles 


Bob  Taylor  is  back  for  round  three  in  his 
fight  against  the  big  soapers.  This  time  he 
has  brought  some  friends  from  Germany. 

Minnetonka's 
revenge? 


By  Gary  Slutsker 


It's  never  as  much  fun  going 
through  the  troughs  as  it  is  when 
you're  on  top,"  says  Minnetonka, 
Inc.  CEO  Robert  Taylor.  "The  last 
two  years  have  been  difficult  because 
we  had  been  receiving  so  goddamn 
many  accolades.  We  were  never  as 
good  as  people  said  we  were,  and 
we're  probably  not  as  bad  as  people 


have  come  to  think  we  are." 

Taylor's  Minneapolis-based  com- 
pany, which  made  its  name  market- 
ing liquid  hand  soap  in  a  convenient 
hand  pump,  had  sales  of  over  $95  mil- 
lion in  1981  (Forbes,  Feb.  18,  1980). 
Then  came  an  onslaught  of  competi- 
tion, made  all  the  more  painful  by 
euphoric  demand  forecasts.  Result: 
Minnetonka's  sales  fell  by  nearly  50% 
in    two    years.    Profits    turned    into 


Minnetonka's  Robert  Taylor  demonstrating  his  toothpaste  pump 
Will  consumers  pay  50%  more  to  fight  plaque? 


losses,  and  share  prices  fell  from  \8lA 
to  1%.  That  was  before  Procter  & 
Gamble  launched  a  full-scale  attack. 
Taylor,  who  owns  7%  of  the  firm,  lost 
$6  million  on  paper. 

But  that's  old  news.  Minnetonka's 
latest  product  is  Check-Up  tooth- 
paste. It  comes  in  a  pump  and  has 
become  the  nation's  sixth  bestselling 
brand  almost  overnight  Early — and 
possibly  misleading — figures  give 
Check-Up  a  5%  share  of  the  $1  billion 
market. 

Deja  vu?  Congratulations.  Foui 
years  ago  Minnetonka's  Softsoap  en- 
joyed a  similar  fast  start.  Here's  why 
Taylor  thinks  that  he  will  do  bettei 
this  time. 

First  lesson:  Don't  play  David  tc 
Procter  &.  Gamble's  Goliath  without 
getting  someone  like  Arnold  Schwar- 
zenegger on  your  side.  Minnetonka's 
strong  partner  in  the  toothpaste  busi- 
ness is  Henkel  KGaA,  the  $3.3  billior 
West  German  consumer  products  anc 
chemicals  company.  It  makes  Check' 
Up  in  Germany  and  has  agreed  to  cov- 
er half  the  $  1 7  million  marketing  bud 
get  for  the  U.S.  brand.  Taylor  distrib 
utes  the  pump  and  splits  profits  with 
Henkel. 

Second  lesson:  Sell  what's  distinc 
tive  about  your  product,  not  what  ev 
erybody  else  has.  Taylor  now  thinks-. 
Softsoap's  slogan — "soap  without  the 
soapy  mess" — helps  the  competitior 
by  promoting  liquid  soap  in  general 
not  just  his  own  brand. 

Third  lesson:  Don't  get  carriec 
away  by  early  market  data.  The  last 
time  around,  overoptimism  led  Min 
netonka  to  overbuild.  When  sales  fell 
the  company  couldn't  cut  back  quick 
ly  enough.  Among  the  consequence: 
is  a  nasty  shareholder  suit  that  is  stil 
pending. 

Fourth  lesson:  Diversify.  The  onb; 
way  Taylor  can  hope  to  reach  his  goa 
of  $250  million  in  sales  in  five  years  i; 
to  squeeze  growth  from  all  his  brands 
Fortunately,  Minnetonka  now  hasi 
hundreds  of  products,  ranging  frorr 
Calvin  Klein  fragrances  and  Roger  & 
Gallet  soaps  to  Village  Bath  bod) 
paints  for  lovers. 

Taylor,  who  left  his  job  as  a  fohnsor 
&  Johnson  salesman  to  launch  Minne 
tonka  in  1964,  got  clobbered  by  the  bij 
boys  early  on.  One  of  his  early  sue 
cesses  was  a  line  of  fruit-scente( 
shampoos  that  sold  in  gift  stores.  Bu 
the  products  caught  the  eye  of  Clairo 
and  Gillette,  each  of  which  launchec 
its  own  brand  and  beat  Taylor  to  th( 


266 


FORBES,  NOVEMBER  19,  1984 


< 


TWO  WAYS  TO  MAKE 
MORE  OF  THE  ORIENT 
MORE  CONVENIENT. 


Northwest  Orient:  nonstop  service 
to  more  of  the  Orient  from  more  of  America. 

Northwest  Orient  offers  the  comfort  and  conveni- 
ence of  nonstop  wide  cabin  747  service  to  the  Orient 
56  times  a  week  from  cities  all  across  the  U.S.  Consider: 

Nonstop  to  Tokyo  from  Chicago,  New  York, 
Los  Angeles,  Seattle/Tacoma, 
San  Francisco  and  Honolulu. 

Nonstop  to  Seoul 
from  Seattle/Tacoma. 

Nonstop  to  Osaka 
from  Honolulu. 

You'll  find  Northwest 
Orient's  Free  Flight  Plan 
exceptionally  rewarding,  too. 
Call  your  travel  agent, 
corporate  travel  department 
or  Northwest  Orient: 
(800)  447-4747  (toll-free). 


ME  HBMM  SIDE 


The  American  Express®  Card: 
nonstop  convenience  as  you  travel. 

The  American  Express  Card  is  recognized  and 
welcomed  throughout  the  Orient,  for  almost  all  of  your 
business  expenses:  Northwest  Orient  tickets,  hotels, 
shopping,  dining,  car  rental.  Almost  anywhere  you  travel, 

people  know  the  Card- even  if 
they  don't  know  you.  And  with 
the  Card,  you  receive  written 
record  of  your  charges.  So 
keeping  track  of  expenses  is 
convenient,  too.  If  you're 
not  yet  a  Cardmember,  pick 
up  an  application  wherever 
the  Card  is  welcomed.  Or  call 
(800)  528-8000  toll-free. 

The  American  Express®  Card. 
Don 't  leave  home  without  it® 


ft  NORTHWEST  ORIENT       the  American  expressxard 

^  The  World  is  Going  Our  Way.  Don'r  leave  home  without  il® 


mass  market. 

That  didn't  happen  with  liquid 
soap.  Unfortunately,  about  100 
brands  appeared  almost  overnight, 
and  most  disappeared  just  as  fast. 
Prices  fell  so  low  that  Minnetonka 
had  to  pull  its  advertising  and  dis- 
count, too. 

Things  began  to  stabilize  one  year 
ago,  just  before  P&G  launched  a  liq- 
uid version  of  Ivory  and  quickly  over- 
took Softsoap.  Now  Taylor  claims 
that  the  two  brands  split  two-thirds  of 
the  $100  million-a-year  liquid  soap 
market. 

Even  though  Check-Up  is  the  first 
national  toothpaste  brand  in  recent 
years  to  be  sold  in  a  pump,  Taylor's 
advertising  won't  focus  on  that  fact. 
Instead,  he  aims  to  exploit  its  power 
to  fight  plaque.  This  sticky  bacterial 
film  builds  up  on  teeth  and  can  create 
gum  problems.  These  days,  gum  dis- 
ease is  supplanting  decay  as  a  major 
dental  worry  for  adults.  "All  the  big 
soapers  are  working  on  a  truly  effec- 
tive ingredient  to  fight  plaque,"  says 
Drexel  Burnham's  Hercules  Segalas. 
"It's  a  major,  major  need." 

Check-Up's  secret  is  basically  a  bit 
of  sand,  which  acts  as  an  abrasive.  But 
Taylor  hopes  his  additive,  which  Min- 
netonka dubs  Microsil,  can  match  the 
marketing  appeal  of  Crest's  fluoride. 
To  accomplish  that  Minnetonka  may 
need  an  endorsement  from  the  power- 
ful American  Dental  Association, 
which  has  yet  to  bless  a  plaque-fight- 
er. Customers  pay  handsomely  for  all 
this:  A  4.1 -ounce  pump  of  Check-Up 
costs  $2.49,  compared  with  $  1 .69  for  a 
6.4-ounce  tube  of  Crest  that  Taylor 
says  provides  the  same  number  of 
brushings. 

Using  today's  more  sober  projec- 
tions, and  with  help  from  Henkel's 
deep  pockets,  Taylor  could  finish 
1984  with  $1.5  million  in  earnings  on 
sales  of  $85  million.  Minnetonka's 
cash  ppsition,  now  down  to'$5.4  mil- 
lion because  of  Christmas  inven- 
tories, should  be  back  to  $10  million 
by  year-end  as  well.  And  the  com- 
pany's only  debt  is  $1.45  million  in 
revenue  bonds. 

But  there  are  still  stark  similarities 
to  the  Softsoap  story.  Nearly  all  com- 
petitors will  soon  be  selling  toothpaste 
pumps.  And  Taylor's  early  market  re- 
search shows  that  many  consumers 
are  buying  Check-Up  for  its  unique 
package  rather  than  its  plaque-fighting 
power.  Colgate,  in  fact,  is  test  market- 
ing, a  classic  me-too  product:  Denta- 
gard,  a  plaque-fighter  in  a  pump.  "The 
risk,"  Taylor  concludes,  "is  that  we 
cannot  hold  on  to  the  share  of  market 
we've  attained,  which  means  we  could 
ultimately  lose  money."  ■ 


The  Up  &  Comers 


Scoring 


Manny  Steinfeld  knows  two  ways  to  mak 
a  buck  in  hotel  and  restaurant  furnitun 
One  is  plain  old  smart  marketing.  Th 
other  is  knowing  when  to  sell  out. 

The  amazing 
chair  man 


By  John  Merwin 


Officially,  Manny  Steinfeld  sells 
chairs.  But  unofficially,  he  does 
deals  in  a  style  that  Chippendale 
would  envy. 

In  1968  Steinfeld  owned  15%  of 
Shelby  Williams  Industries,  which  he 
founded  in  1954.  Being  the  boss  was 
fun,  but  the  stock  market  was  boom- 
ing. He  couldn't  pass  up  a  chance  to 
sell  the  business  to  Coronet  Indus- 


tries, then  a  high-flying  carpetmak* 
Steinfeld  struck  a  deal  at  four  tim* 
book  value,  or  $17  million  in  stock 

Coronet  was  soon  acquired  1 
RCA.  Eventually,  the  communic. 
tions  giant  wanted  to  trim  its  empii 
So  in  1976  Steinfeld  bought  his  cor 
pany  back.  He  got  the  business  i 
book  value,  or  $17  million. 

That's  right,  Steinfeld  paid  tl 
same  price  for  Shelby  Williams  he  h<! 
sold  the  business  for  five  years  earlie 


Kevin  Huran  Picture  Or- 


Chairman  Steinfeld  of  Shelby  Williams 
Sitting  pretty. 
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WHEN  AMERICAN  BUSINESS  HITS  THE  ROAD, 
AMERICAN  BUSINESS  DECIDES  ON  HILTON. 
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Our  busy  skies/y 
will  soon  be  twice  as  busy. 
Westinghouse  radar 
will  keep  them  safer. too. 


This  year  U.S.  airlines  will  carry  about  340,000,000  passeng 
on  some  85,000  flights  a  day.  That's  a  take-off  almost  every 
second. 

By  year  2000,  those  numbers  will  double.  To  help  handle  th« 
phenomenal  growth,  the  FAA  has  selected  Westinghouse  fort 
award  of  a  $480  million  contract  for  the  world's  newest,  most 
advanced  airport  surveillance  radar. 

Called  ASR-9,  the  radar  is  based  on  solid-state  technology  \ 
developed  for  defense  applications.  It  will  see,  for  the  first  tirrn 
both  the  weather  and  aircraft  simultaneously  on  one  display.  It 
give  air  traffic  controllers  the  information  they  need  to  make  tf 
right  decisions  at  the  right  time. 


^SR-9  will  scan  the  skies  over  1 14  major  airports  and  23 
itary  facilities  in  the  U.S.  by  1991.  Its  efficiency  will  increase 
x>rt  safety  and  productivity,  and  help  eliminate  the  need  for 
>res  of  costly  new  airports  here  and  abroad, 
b  help  eliminate  congestion  on  the  ground,  Westinghouse 
)ple  mover  systems  are  quietly  moving  millions  of  people 
3ugh  airports  around  the  world  with  over  99%  availability.  And 
computerized  airline  reservation  terminals  used  by  61  airlines 
)ver  75  countries  help  keep  your  reservation  from  getting  lost 
he  crowd. 

i  everything  we  do,  Westinghouse  is  130,000  people  around 
world  dedicated  to  quality  and  excellence. 


You  can  be  sure... 
if  Ws  Westinghouse 


nore  information,  call  800-245-4474.  In  Pennsylvania,  call  800-242-2550. 


BELLSOUTH  IS  FIRST  TO  OFFER  CUSTOMERS 
LOCAL  FIBER  OPTICS  SERVICE 


THE  WORLD'S  FIRST 

CUSTOMER  APPLICATION  OF 

LASER-BASED  FIBER  OPTICS 

WILL  GIVE  AN  ALABAMA  BANK 

THE  WORLD'S  MOST 

RELIABLE  DATA  SYSTEM. 

In  a  business  where  the  secure,  error-free  trans- 
mission of  financial  data  is  so  vital,  a  BellSouth 
company  is  helping  AmSouth  Bank  gain  a  com- 
petitive advantage. 

AmSouth's  downtown  Birmingham  offices 
are  being  linked  directly  to  the  local  South  Central 
Bell  network  by  LightGate5"1  Service,  a  new  offer- 
ing which  moves  data,  voice  and  video  signals 
more  accurately  and  with  greater  capacity  than 
ever  before.  The  LightGate  system's  extraordinary 
network  of  lasers  and  optical  fibers  also  eliminates 
breakdowns  and  provides  unparalleled  flexibility 
to  expand  as  usage  changes.  It's  a  communica- 
tion breakthrough  that's  being  made  available  in 
major  BellSouth  markets  and  a  clear  demonstra- 
tion of  the  technological  strength  of  our  telephone 
operating  companies,  Southern  Bell  and  South 
Central  Bell.  LightGate  Service  illustrates  our  con- 
tinuing commitment  to  serving  our  customers  with 
innovative  telecommunications  technologies. 

GROWING  WITH  THE  SOUTHEAST. 

Another  unique  strength  of  BellSouth  is  our  lo- 
cation in  the  booming  Southeast.  Our  nine-state 
area,  from  Louisiana  to  North  Carolina  and  Florida 
to  Kentucky,  will  experience  a  growth  rate  almost 
double  the  national  average  over  the  next  20  years 
according  to  U.S.  Census  Bureau  estimates. 
We're  taking  advantage  of  this  growth  by  being 
ready  with  the  most  advanced  communications 
services  for  these  new  customers. 

A  NETWORK  READY  FOR  TOMORROW 

Constantly  updating  our  system  enables  us  to 
continue  to  provide  high-quality  service  to  our  rap- 
idly growing  market.  Our  operating  companies, 
Southern  Bell  and  South  Central  Bell,  have  spent 
almost  $17  billion  on  our  network  since  1978.  This 
means  that  approximately  three  out  of  every  four 
dollars  of  our  investment  in  equipment  and  facili- 
ties have  been  invested  in  the  last  six  years. 

BellSouth  management  is  capitalizing  on  these 
and  many  other  opportunities  in  order  to  provide 
newer  and  better  ways  of  serving  our  business 
and  residential  customers  in  the  future.  For  more 
information  about  BellSouth,  ask  your  broker  or 
write:  Mr.  L.  E.  Spradlin,  Director  of  Investor  Rela- 
tions, BellSouth  Corporation,  675  West  Peachtree 
Street,  N.E.,  Atlanta,  Georgia  30375. 
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"LightGate's  fast,  error-free  data  transmission  will  help  us  achieve 
better  customer  service  with  considerably  greater  efficiency. " 
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ning  his  business  as  more  than  just 
one  company.  Falcon  Communica- 
tions operates  urban  systems,  for  ex- 
ample, while  Falcon  Cable  Television 
of  Northern  California  operates  "clas- 
sic" systems.  These  are  situated -in 
areas  with  poor  reception,  where  al- 
most everyone  signs  up. 

Falcon  North,  wholly  owned  by 
Nathanson  and  his  family,  serves 
41,500  subscribers  in  three  system 
clusters.  Profits  are  lavish:  Operating 
income  has  increased  steadily  since 
1975  at  an  average  25%  annual  rate. 
Last  year  operating  income  came  to 
$3  million  on  revenues  of  $6  million. 

Falcon  Communications  is  a  differ- 
ent story.  It  serves  twice  as  many  sub- 
scribers and  has  four  times  the  rev- 
enues. But  because  of  construction 
costs  and  interest  payments  on  $100 
million  in  debt,  the  company  posted 
losses  of  over  $8  million  last  year. 

Nathanson  isn't  worried;  he  knows 
how  to  use  the  tax  code.  His  two 
partners,  who  each  put  in  $20  million 
for  40%  of  Falcon  Communications, 
are  Robert  Howard,  president  of  How- 
ard Publications,  and  Donald  Reyn- 
olds, president  of  Donrey,  Inc.,  both  of 
whom  own  a  variety  of  other  media 
interests.  These  men  are  in  The  Forbes 
Four  Hundred  and  understand  the  use 
of  tax  losses  and  the  economics  of 
cable  television.  They  won't  begin  get- 
ting dividends  from  Falcon  until  all 
bank  debt  is  paid  off,  at  least  seven 
years  from  now.  But  for  the  moment 
they  enjoy  tax  writeoffs  of  almost 
100%.  In  short,  they  are  investing  in 
cable  with  40-  or  50-cent  dollars. 

Using  all  these  techniques — mar- 
keting and  financial — Nathanson 
thinks  older  systems  in  need  of  refur- 
bishing can  be  bargains.  So  he  kicked 
in  $5  million  for  55%  of  a  third  com- 
pany called  Falcon  Cablevision. 
Fueled  with  a  $40  million  loan  ar- 
ranged through  First  National  Bank  of 
Boston  and  a  $15  million  investment 
by  Mutual  of  New  York,  he  started 
with  the  splashy  Warner  Amex  pur- 
chase. Many  of  the  acquired  systems 
will  have  to  be  rebuilt,  and  the  deal 
gives  Falcon  North  and  MONY  most 
of  the  tax  credits.  They,  too,  can  in- 
vest with  50-cent  dollars. 

True  to  form,  Nathanson  is  always 
looking  for  extra  income.  In  three 
southern  California  systems  he  is  air- 
ing the  Jade  channel,  a  new  Chinese- 
language  cable  service,  complete  with 
advertisements,  which  he  hopes  to  re- 
sell elsewhere.  He  is  also  increasing 
his  advertising  sales  force  and,  above 
all,  staying  flexible:  Falcon's  Pasadena 
operation  is  trading  previously  wasted 
ad  time  to  auto  dealers  for  a  fleet  of 
new  trucks. — Alex  Ben  Block 
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The  Up  &  Comers 


Dealing 


How  to  keep  assets 

In  1982  Robert  Reiss,  president  of 
Imed  Corp.,  a  maker  of  intravenous 
pumps  and  other  sophisticated  medi- 
cal devices,  helped  sell  his  company 
to  Warner-Lambert  for  $468  million. 
About  six  months  later,  like  lots  of 
ambitious  fellows,  he  took  his  share 
of  the  money  and  ran.  So  did  several  of 
his  colleagues. 

But  you  can't  keep  a  good  entrepre- 
neur down.  Reiss  invested  the  Imed 
proceeds  in  Advanced  Cardiovascular 
Systems  Inc.,  and  became  CEO.  Earli- 
er this  year  he  engineered  the  sale  of 


ACS  President  Robert  Reiss  in  his  plane 
A  carrot  worth  waiting  for. 

ACS  to  Eli  Lilly  for  $80  million.  Lots 
of  money  for  a  medical  instrument 
company  that  lost  $753,000  on  sales 
of  over  $5  million  for  the  six  months 
that  ended  in  January. 

Now,  even  though  Reiss  is  invest- 
ing in  yet  another  company  he  hopes 
to  sell,  he  isn't  likely  to  leave  Lilly. 
The  reason?  The  big  Indiana  drug 
company  structured  its  offer  so  that 
Reiss  receives  a  very  fat  carrot  for 
staying  at  Lilly  until  1988. 

Such  methods  of  payment  (called 
earnouts  or  golden  handcuffs)  have 
been  used  for  years  in  small  deals.  But 
they  are  gaining  popularity  in  larger 
acquisitions.  "There's  concern  about 
how  to  keep  management  around  for 
at  least  a  short  period  of  time — two 


from  jumping  ship 

years,  say — to  ensure  an  orderly  tran- 
sition," says  Larry  Sonsini,  partner  in 
Wilson,  Sonsini,  Goodrich  &.  Rosati,  z 
California  law  firm  that  handles 
many  high-tech  acquisitions. 

One  solution  is  to  base  the  selling  I 
price  on  continued  employment,  but  I 
that  often  merely  forces  a  seller  tc  I 
show  up  regularly.  Then  there  is  the  \ 
creation  of  a  special  class  of  stock—  ■ 
the  approach  GM  used  when  it  ac-  J 
quired  EDS.  Unfortunately,  if  Wal.  J 
Street  values  the  subsidiary  highly  | 
sellers  can  easily  cash  out  now  basec 
on  profits  yet  to  come. 

That's  why  Lilly's  arrange 
ment  with  Reiss  looks  so  ape 
pealing.  To  buy  ACS,  it  offeree 
1.375  million  shares  up  fron 
and  the  chance  to  earn  another 
625,000  shares  over  the  nex 
five  years.  At  today's  prices 
that  could  add  $38  million  t( 
the  deal.  But  earning  the  pre 
mium    won't    be    easy.    AC! 
sales  must  grow  tenfold,  t(i 
$97  million  a  year,  by  198& 
and  annual  earnings  must  ex, 
ceed  $29  million. 

The  secret  of  these  incem 

tives,    where    the    handcuff^ 

really  start  to  tighten,  is  thai! 

they  pay  most  of  the  reward  ii  j 

later  years.  Lilly,  for  example) 

divides  the  stock  subject  ft 

the    earnout    into    30    equaJ 

units.  In  1984  the  sellers  ge4 

one  unit  each  for  hitting  thei' 

annual  sales  or  earnings  goals 

in  1985  two  units  per  goal,  ii 

1986  three  units  and  so  or 

Such  rear-end  loading  mean 

that  the  final  one-third  of  the  full  pay 
ment  isn't  made  until  the  fifth  year. 
Some  other  wrinkles:  If  ACS  hit 
more  than  75%  of  its  target  in  on 
year,  the  sellers  get  a  pro  rata  portioi 
of  their  premium.  And  if  they  do  bet 
ter  the  next  year,  the  surplus  can  b 
carried  backward.  To  assure  fairness 
a  bipartisan  audit  committee  will  re 
view  performance. 

Will  the  deal  set  a  new  trend?  If  i 
doesn't,  it  should,  because  a  youn 
company  bereft  of  its  guiding  spirit  i 
often  little  more  than  an  empty  shel 
Says  Frederick  Frank,  managing  diree 
tor  of  Lehman  Brothers,  who  helpe 
structure  the  deal:  "Technology  doe 
not  stand  on  its  own  feet.  It  depend 
on  people." — Gary  Slutsker 
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American  Software  Inc. 

American  Software,  Inc.  supplies  appli- 
cations software  to  various  types  of  in- 
y^t  dus tries  (making  the  company  a  cioss- 

ZQ\  industry  supplier)  and  to  a  variety  of 

fg    ifl  divisions  or  segments  within  one  indus- 

•""■^  try  (making  the  company  also  a  vertical 

supplier).  Users  include  manufacturing 
companies,  utilities,  financial  institu- 
tions, health-care  facilities  and  trans- 
portation firms.  The  Company's  prod- 
ucts enable  its  customers  to  perform 
isiness  tasks  principally  in  the  areas  of  forecasting  and  inven- 
ry  management,  purchasing  and  materials  control,  and  financial 
anagement.  The  Company's  common  shares  are  traded  in  the 
itional,  over  the  counter  market.  NASDAQ:  AMSWA  .. 
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BAY  FINANCIAL 
CORPORATION 


Bay  Financial 
Corporation 

Through  its  subsidiaries,  Bay  Colony 
Property  Co.  and  Bay  Colony  Develop- 
ment Co.,  Bay  (NYSE)  develops,  owns 
and  operates  office  and  industrial  parks, 
technology  centers  and  other  properties 
nationwide.  At  fiscal  year  end  1984,  Bay 
had  approximately  $200  million  in  as- 
sets and  over  $100  million  in  stock- 
holders' equity  on  a  fair  market  value 
basis.  Fair  market  value  per  share  has 

icreased  56%    and  96%    over  the  past   two  and  three  years 

spectively. 


DVERTISEMENT  1 


Bearings,  Inc. 

Earnings  more  than  doubled  on  a  29% 
sales  increase  for  fiscal  1984,  and  man- 
agement believes  1985  will  be  another 
good  year.  The  nation's  largest  distribu- 
tor of  bearings  and  power  transmission 
products  for  replacement  applications  in 
a  broad  range  of  industries,  Bearings, 
Inc.  (NYSE)  is  the  leader  in  an  industry 
forecasted  to  grow  at  a  substantially 
faster  pace  than  the  rest  of  the  economy 
for  the  remainder  of  the  decade.  Divi- 
dends have  been  paid  since  1957. 


19 


BREAKWATER  RESOURCES  LTD. 


Breakwater  Resources 
Ltd. 

Breakwater  Resources  is  a  joint  venture 
participant  in  one  of  the  largest  gold 
discoveries  in  North  America.  Reserves 
on  the  4,000  acre  Cannon  Mine  proper- 
ty near  Wenatchee,  Washington  are  cur- 
rently estimated  to  represent  2.0  mil- 
lion ounces  of  gold.  The  mine,  sched- 
uled to  be  in  production  by  March  1985 
is  anticipated  to  provide  a  return  on 
capital  in  its  first  year.  Breakwater's 
policy  is  to  return  70%  of  future  earnings  to  stockholders.  (NAS- 
DAQ: BWRLF) 


Carpenter  Technology 
Corporation 

Carpenter  Technology  Corporation  is  a 
manufacturer  and  marketer  of  specialty 
metals.  Sales  and  earnings  for  the  fiscal 
year  ended  June  1984  increased  signif- 
icantly. Sales  dollars  of  $529  million 
were  up  33  percent,  and  earnings  were 
more  than  double  the  year  ago  period. 
The  Company  is  continuing  to  build  for 
future  profitable  growth  opportunities 
through  a  capital  expansion  program  to 
increase  production  capability  by  50  percent. 


Castle  &  Cooke,  Inc. 

The  fiscal  1984  Annual  Report  intro- 
duces a  "new  Castle  &.  Cooke — a  com- 
pany with  new  strategic  plans,  an  en- 
thusiastic new  management,  a  new 
competitive  spirit  and  new,  clearly  de- 
fined goals.  Our  primary  goal  is  to  im- 
prove earnings  and  shareholder  value  by 
making  Castle  &.  Cooke  one  of  the 
world's  leading  suppliers  and  marketers 
of  branded,  premium  quality  fresh  fruit 
and  vegetables  and  packaged  foods  .  . ." 


Echlin  Inc. 

Echlin  is  a  worldwide  manufacturi 
quality  replacement  parts  for  a 
variety  of  motor  vehicles.  Our  ele 
cal,  fuel,  brake  and  driveline  prod 
are  used  to  maintain  or  improve  vel 
efficiency  and  safety.  Earnings  incre 
41%  in  1984  on  a  sales  gain  of  1 
Over  the  past  25  years,  sales  have  i 
aged  19%  annual  growth  and  earr. 
15%  annual  growth. 


Emulex  Corporation 


Emulex  Corporation  designs,  mam 
tures  and  markets  mass  storage  pei 
eral  controllers,  communication  m 
plexers  and  subsystems  products  foi 
with  minicomputers  and  microc  I 
puters  produced  by  International  I 
ness  Machines  and  Digital  Equipn 
Corporation.  The  company  recently 
ported  year  end  results  for  FY84  j 
revenues  at  $80. 1  million  and  net  p 
at  $11.8  million,  representing  grow* 

133  percent  in  revenues  and  111  percent  in  net  profit  comparai 

FY83.  Listed:  EMLX  (NASDAQ  OTC) 


Cintas  Corporation 


Cintas  Corporation  is  a  leader  in  the 
uniform  service  industry  and  has  par- 
ticular expertise  in  designing,  manufac- 
turing and  implementing  Corporate 
identity  uniform  programs  across  the 
United  States.  Cintas  Corporation  is 
headquartered  in  Cincinnati,  Ohio  and 
has  27  uniform  rental  operations,  two 
manufacturing  facilities,  and  three  stra- 
tegically located  distribution  centers. 
The  company  has  enjoyed  a    10  year 

annual  compound  growth  rate  of  24%  in  sales  and  33%  in  net 

income. 


Entex,  Inc. 

Entex,  Inc.  (NYSE)  is  a  Houston-b 
natural  gas  distribution  company 
plying    1.2   million   customers  in 
communities  in  Texas,  Louisiana 
Mississippi.  Entex  also  owns  Univei 
Savings  Association,   the  third  lai 
savings   and   loan    company   in  T 
with  90  offices  and  assets  excee- 
$3.3  billion.  Other  subsidiaries  are 
gaged  in  oil  and  gas  exploration 
production  and  contract  drilling. 


Color  Tile,  Inc. 

Color  Tile,  Inc.  is  a  national  specialty 
retailer  of  floor  and  wallcoverings  with 
630  stores  in  47  states.  The  company 
has  repurchased  15%  of  its  own  shares 
outstanding  the  past  year  and  is  acquir- 
ing a  major  paint  and  wallpaper  retailer 
in  Canada.  Sales  for  the  past  year  have 
increased  17%  to  $282,765,000  and 
earnings  per  share  increased  14%  to 
$1.43.  The  company  continues  to  have 
a  strong  Balance  Sheet  and  is  well  posi- 
tioned for  future  growth. 
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Financial  Security 
Savings  and  Loan 
Association 


Financial  Security  Savings  and  Loan 

sociation  of  Boca  Raton,  Florida  b( 

operations  on  March   1,   1983.  Du 

our  first  full  fiscal  year  ended  June 

1984,   we  generated   a  net  inconw 

$1,237,000  which  is  a  return  on  ave 

assets  of  2.15%,   a  return  on  ave 

Stockholders'  Equity  of  21.57%  ar 

net  income  per  share  of  $2.22.  At  I 

30,  1984,  total  assets  equalled  $118,322,000,  and  Stockhold 

Equity  equalled  $6,518,000.  A  2  for  1  stock  split  will  be  v( 

upon  at  the  next  annual  meeting. 

ADVERTISEMEh 


Frigitronics,  Inc. 

Frigitronics  (NYSE)  earned  $2.01  this 
year — 95%  of  it  from  products  that  aid 
vision,  though  diversified,  with  leading 
technology  in  ocular  implant  lenses 
contributing  68%  of  last  year's  profit: 
$75  million  of  retail  and  wholesale  eye 
wear  (almost  400  retail  locations)  and 
$20  million  in  medical  or  diagnostic 
instruments  with  the  lion's  share  for 
vision.  Total  revenue  was  $124,000,000. 
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Gulf  +  western 
Industries   Inc. 

Gulf  +  Western  Industries,  Inc.  is  a  com- 
pany whose  operating  units  provide  a 
broad  range  of  products  and  services, 
principally  to  consumers.  Among 
G  +  W's  major  entities  are  Paramount, 
Simon  &  Schuster,  The  Associates, 
Kayser-Roth,  Simmons,  A.P.S.  and 
G  +  W  Manufacturing.  G  +  W  posted  an 
86%  gain  in  earnings  from  continuing 
operations  (excluding  investment  in- 
come) to  $230.6  million,  or  $3.17  per  share,  in  its  fiscal  year 
ended  July  31. 
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GOLD 


GLAMIS GOLD  LTD 
\9Q4 


Glamis  Gold  Ltd. 

Glamis  Gold  Ltd.  is  a  Canadian  based 
company  engaged  exclusively  in  gold 
and  silver  mining  in  the  United  States. 
Production  is  approximately  2,000 
ounces  of  gold  per  month,  through  the 
low  cost  open-pit,  heap  leaching  pro- 
cess. Mining  costs  of  $160.00  per  ounce 
which  compare  favorably  with  the  bet- 
ter South  African  mines.  Glamis  is  debt 
free,  pays  dividends  and  has  only 
4,000,000  shares  issued  which  trade  on 

ASDAQ  (Symbol:  GLGVF).  1984  price  range  $2.50-$5.25.  An 

.formative  15  minute  video  tape  on  the  operations  is  available. 

hester  F.  Millar,  P.  Eng.  is  president  and  controlling  shareholder. 

:even  Simonyi-Gindele,  Director  is  responsible  for 

nance  and  investor  relations. 


through  various  subsidiary  companies. 


The  Hammond  Company 

The  Hammond  Company,  an  innova- 
tive financial  services  intermediary  in 
the  real  estate  industry,  specializes  in 
the  origination,  sale  and  servicing  of 
mortgage  loans.  Its  fourteen  origination 
offices  in  four  states  provide  unique 
mortgage  products  for  builders  and  real- 
tors. Additionally  it  offers  casualty  and 
life  insurance  brokerage,  subdivision 
marketing  services,  commercial  real  es- 
tate   brokerage,    and    escrow    services 
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GOLDRICH  RESOURCES  INC 


Goldrich  Resources  Inc. 

GOLDRICH  is  shipping  to  Cominco's 
smelter,  from  the  Bayonne  mines,  con- 
centrate ore  equivalent  to  6.0  ounces  of 
gold  per  ton  of  ore  concentrate  (14  tons 
of  ore  equals  1  ton  of  concentrate).  This 
program  was  completed  in  20  months 
with  no  indebtedness  to  the  company. 
GOLDRICH  controls  3  mining  camps 
with  a  total  of  31  former  producing 
mines.  The  second  phase  of  processing 
ore  from  GOLDRICH's  Arizako  Mines 
is  now  underway. 
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Helix  Technology 
Corporation 

Helix  Technology  Corporation  is  the 
world's  largest  producer  of  cryogenic 
vacuum  pumps  used  in  semiconductor 
production  equipment  and  the  leader  in 
cryogenic  coolers  for  military  electro- 
optical  night  vision  systems.  1983  sales 
were  $34  million,  up  25%— EPS*  up 
60%  to  $1.20.  1984  six  month  results: 
Sales  up  44%  to  $22  million  with  EPS* 
more  than  doubling  to  $0.90.  ('before 
extraordinary  tax  credit)  OTC  NASDAQ:  HELX 
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Grow  Group,  Inc. 


Grow  Group,  Inc.  has  grown  from  1.5 
million  in  sales  to  over  275  million, 
paid   consecutive   quarterly   cash   divi- 
dends for  the  past  20  years,  and  over 
163%  in  stock  dividends.  The  Corpora- 
tion is  one  of  the  nation's  largest  pro- 
ducers of  specialty  chemical  coatings 
and  paints  for  the  marine,  automotive, 
industrial,    and    construction   markets. 
Grow    is    developing    a    patented    safe 
technology  for  dispensing  products  un- 
er  pressure  through  its  Enviro-Spray  Systems,  Inc.  subsidiary, 
ad  a  patented  system  for  fully  cooked  chicken  for  consumer  and 
ist  food  service  markets  by  its  Thermaljet,  Ltd.  subsidiary. 
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DVERTISEMENT  3 


Houston  Oil  & 
Energy,  Inc. 

Houston  Oil  &  Energy  has  interests  in 
47,977  gross  acres  domestically  plus 
speculative  potential  in  foreign  conces- 
sions covering  59,792,640  gross  acres. 
HOE  principally  operates  in  the  Central 
Texas  area  where  gas  production  on  ex- 
isting leases  will  increase  during  the 
last  quarter  of  1984  as  a  significant  pro- 
ducer came  in  on  the  Key  Lease  for 
2,900  MCF/day.  A  field  discovery  on  a 

concession  in  Australia  came  in  for  5,715  BBLS/day  from  3  wells 

on  which  HOE  holds  an  override. 
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INCA 

RESOURCES  INC. 


...  anenwrging  gold  giant ... 


Inca  Resources  Inc. 

Inca  Resources  Inc.  is  in  the  final  stages 
of  developing  a  major,  world  class  Gold 
Discovery  near  Quincy,  California.  In 
excess  of  3,000,000  oz.  of  gold  is  expect- 
ed to  be  mined  from  the  100%  owned 
Rich  Gulch  Gold  Mine  over  the  next  28 
years  and  at  an  initial  cost  of  $160.00 
U.S./oz  of  gold.  Earnings  of  $1.00  per 
share  are  expected  to  begin  during  1985. 
Inca  trades— NASDAQ  (INCRF)  and 
T.S.E.  (IRI). 


McGregor  Corporation 

McGregor  Corporation  has  achi 
record  breaking  earnings  since  its  in 
public  stock  offering  in  October,  1 
Among  the  divisions  contributing  t 
success  are:  The  Apparel  Group,  a 
ing  manufacturer  of  men's,  worr 
and  children's  clothing;  The  Licer 
Division,  which  licenses  the 
known  trademark  for  use  on  apj 
and  accessories  worldwide  and  Fabi 
Inc.,  a  leading  producer  of  fragra 
and  toiletries. 
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International  Lease 
Finance  Corporation 

This  Califomia-based  company  is  the 
leading  independent  lessor  and  remar- 
keter  of  commercial  jet  aircraft  to  the 
major  airlines  worldwide.  ILFC  earned  a 
record  $1.08  per  share  in  1983  and  com- 
pounded net  income  increases  have  av- 
eraged 40%   yearly  for  10  consecutive 
years.  In  the  first  9  months  of  fiscal 
1984   net   income   was   up   44%    from 
1983.  ILFC  common  stock  is  listed  on 
the  NASDAQ  under  the  Symbol  "ILFC"  and  the  9V*%  Convert- 
ible Debentures  are  traded  on  the  OTC  market  under  the  Symbol 
"ILFCG." 
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Merry-Go-Round 
Enterprises,  Inc. 

Merry-Go-Round  Enterprises,  Inc. 
leading  national  specialty  retail  c 
operating  over  250  stores  in  29  si 
selling  forward-fashion  apparel  to  y( 
men  and  women.  For  the  first  qu; 
ended  April  28,  1984,  Merry-Go-Re 
reported  an  87%  increase  in  net  salt 
$36.6  million,  and  a  132%  increas 
net  earnings  to  $2.6  million. 


Josephson  International 
Inc. 


Josephson  International  Inc.  conducts 
business  in  four  professional  service  in- 
dustries: 

•  Financial  services 

•  Office  planning,  design,  and  furnish- 
ings/supplies 

•  Radio  stations  and  television  produc- 
tion 

•  Talent  and  literary  agencies. 

In  fiscal  1984  the  corporation  brought 
new  resources  to  the  Talent  Agency  Group,  achieved  record 
revenues  and  profits  in  both  the  Radio  &  Television  Group  and 
the  Office  Planning,  Design,  and  Furnishings  Group,  and  entered 
the  financial  services  area  through  the  acquisition  of 
Herzfeld  &  Stern.  23 


Loctite  Corporation 


Loctite  Corporation  is  a  worldwide  pro- 
ducer of  proprietary,  high-performance 
adhesives,  sealants,  and  other  specialty 
chemicals.  The  company's  principal 
markets  are  industrial  manufacturing 
and  repair,  professional  automotive 
maintenance,  and  the  home  and  car  do- 
it-yourself  field.  Products  include  Loc- 
tite® industrial  adhesives,  the  Duro® 
line  of  home  and  auto  repair  products, 
and  Permatex®  chemical  products  for 

the  professional  mechanic. 

New  annual  report  for  June  30  fiscal  year  shows: 

Sales:  $242  million  up  12% 

Net  Earnings:        $  26  million  up  54%  —  - 

Return  on  Shareholders  Equity:  19%  ^^ 


Movie  Systems,  Inc. 

Movie  Systems,  Inc.  operates  over-: 
air  pay  television  systems  in  Mih 
kee,  Oklahoma  City,  Minneapolis 
Indianapolis,  servicing  approximai 
70,000  subscribers.  MSI  has  sh 
steady  subscriber  growth  and  rece 
reported  two  consecutive  profit 
quarters.  With  a  multi-channel  c 
the-air  "wireless  cable"  system  plar 
for  Milwaukee  later  this  year,  MSI 
continue  to  be  an  innovator  in  the 
television  industry. 


New  Frontier 

Petf oleum  Corporatici 

New  Frontier  Petroleum  Corpora* 
An  energy  company  with  producinj 
and  gas  properties  in  the  U.S.A. 
Canada.  Revenues  have  increased 
three  consecutive  years.  For  the  s 
period  produced  oil  and  gas  has  n 
than  been  replaced  by  new  reserves, 
cal  year  ending  June  30,  1985  expe 
to  show  record  revenues,  cash  flow 
earnings.  Main  exploration  and  deve 

ment  on  shore  Gulf  Coast,  U.S.A.  New  Frontier  trades  on  N 

DAQ— NFEX.F. 


ADVERTISEMEf 


Parker  Hannifin 
CorDoration 

So  much  depends  on  Pirker  .  . .  Over 
500  industries  specify  Parker  Hannifin 
fluidpower  products  for  industrial,  auto- 
motive, aviation,  defense,  space,  marine 
and  biomedical  applications.  Income  for 
fiscal  1984,  ended  June  30,  was  up  127 
percent  to  $71.5  million  or  $2.68  per 
share  on  a  sales  increase  of  20  percent 
to  $1.3  billion. 
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Richardson -Vicks  Inc. 

Richardson-Vicks  Inc.  is  a  worldwide 
marketer  of  branded  consumer  care 
products  in  the  personal,  health,  nutri- 
tional and  home  care  fields.  It  also  has  a 
position  in  the  manufacture  of  laborato- 
ry reagents,  specialty  chemicals  and  di- 
agnostic instruments.  Products  include 
Oil  of  Olay®  beauty  fluid,  Sassoon®  and 
Pantene®  hair  care  products,  Cleara- 
sil®  acne  medications,  Vicks®  cold 
care  products,  Plus®  vitamins,  and 
care    products.    Fiscal    1984    sales    were 


Formby's®    furniture 

$1,280.5  million;  earnings  were  $71.9  million. 
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Pharmacia  AB 

Pharmacia  is  the  world's  leading  suppli- 
er of  separation  and  purification  prod- 
ucts for  the  biotechnology  industry  as 
well  as  a  research  intensive  health  care 
company  with  products  for  use  in  the 
areas  of  ophthalmology,  allergy,  gastro- 
enterology, rheumatology,  blood  vol- 
ume replacement,  oncology  and  derma- 
tology. In  1983,  Pharmacia  sales  rose  to 
a  level  of  skr  2,321  mm,  an  increase  of 
46%    and   income   after   net   financial 
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ems  by  62%  to  skr  514  mm  (NASDAQ,  OTC). 
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Roper  Corporation 

Roper  Corporation  is  a  leading  producer 
and  marketer  of  outdoor  power  equip- 
ment, kitchen  appliances  and  coated 
metal  products.  Aggressive  marketing 
and  continued  cost  reduction  resulted 
in  record  sales  and  earnings  for  the  fis- 
cal year  ended  July  31,  1984.  On  a  sales 
gain  of  19%,  earnings  per  share  in- 
creased 54%  to  $2.80  per  share  from 
$1.82  per  share. 
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Prairie  Producing 
Company 

"We've  never  been  stronger."  Prairie  is 
an  independent  oil  and  gas  exploration, 
development  and  production  company 
headquartered  in  Houston,  Texas.  The 
Company  boasts  a  conservative  finan- 
cial philosophy  and  reserves  have  grown 
rapidly.  With  a  strong  financial  struc- 
ture already  in  place,  Prairie  is  well- 
positioned  for  the  significant  gains  in 
earnings  and  cash  flow  expected. 
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Sanders  Associates,  Inc. 


Richardson  Electronics, 
Ltd. 

Richardson  Electronics,  Ltd.  is  a  highly 
specialized  distributor  and  manufactur- 
er of  electron  tubes  and  power  semicon- 
ductors; products  used  in  industrial  ap- 
plications. Unique  among  distributors, 
the  Richardson  concept  emphasizes 
value-added  distribution  supported  by 
manufacturing  capabilities  and  address- 
es primarily  the  replacement  market. 
Earnings  in  1984  were  a  record  $4  Mil- 

on,  or  $1.24  per  share,  a  46%  increase  over  fiscal  1983.  (NAS- 

>AQ)  Symbol  RELL 


The  growth  which  characterized  Sand- 
^^'  f  ers'     past     several     years     continued 

throughout  Fiscal  1984.  Sales,  net  in- 
come and  earnings  per  share  set  new 
records.  Sales  increased  28%  to  $746.1 
million  and  income  per  share  from  con- 
tinuing operations  increased  25% .  Sand- 
ers continued  as  a  leader  in  several  fast 
growing  segments  of  the  defense  elec- 
tronics market.  In  computer  graphics, 
Sanders  CalComp  Group  achieved  ex- 
cellent sales  growth  and  an  improved  profit  performance. 
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Service  Corpor 
International 


m 
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SCI  is  the  largest  funeral  service/ceme- 
tery company  in  North  America.  Over 
the  last  five  years,  the  company  record- 
ed these  compound  annual  growth 
rates:  Revenues  17  percent,  income  41 
percent,  earnings  per  share  28  percent. 
Fastest  growing  operation  is  prearranged 
funeral  marketing.  Since  1980,  sales 
increased  from  $19,600,000  to 
$72,200,000;  pretax  income  from 
$188,000  to  $5,739,000. 
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DVERTISEMENT  5 


SONORA 

GOLD  CORP 


m 


. .  growing  witfi  integrity. . 


Sonora  Gold  Corp. 

During  1984,  Sonora  Gold  Corp.  be- 
came a  major  domestic  gold  producer 
and  the  envy  of  the  gold  mining  indus- 
try. Low  capital  costs  of  $40,000,000  to 
bring  the  Jamestown  Mine,  Sonora,  Cal- 
ifornia, into  production  will  yield  earn- 
ings nearing  $1.25  per  share.  Initial  pro- 
duction rates  of  120,000  oz  of  gold  costs 
approximately  $180.00  an  ounce  to 
mine,  mill  and  process.  Sonora  trades — 
OTC  and  T.S.E.,  Symbol  SON. 
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"ab  Products  Co. 


Southmark  Corporation 

During  fiscal  1984,  Southmark  Corpora- 
tion, one  of  the  nation's  largest  diversi- 
fied real  estate  companies,  continued  its 
outstanding  growth  pattern.  Net  in- 
come rose  to  $76  million  on  revenues  of 
$481  million.  Shareholders'  equity 
reached  $9.83  per  common  share — a 
thirtyfold  growth  since  1980.  For  the 
fifth  consecutive  year,  Southmark 's 
profitability  has  improved  and  strength- 
ened. (NYSE:  SM) 
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Tab  is  a  leading  supplier  of  informatio 
management  systems.  The  Compan 
manufactures  and  markets  cost-effei 
tive  filing  systems  for  the  general  offici 
as  well  as  products  for  computer  usei 
which  include  Smart  terminals,  font 
processing  equipment  and  computi 
furniture  and  accessories.  These  pnx 
ucts  provide  cost-effective  solutions  I 
business  by  increasing  productivity  < 


office    personnel    and 
space  requirements. 


reducing    flex 


UniFirst  Corporation  ] 

UniFirst  Corporation  is  an  importai 
company  in  the  garment  rental  indu 
try.  The  company  picks  up,  launde 
and  delivers  clean  clothing  for  mo: 
than  270,000  employees  at  52,000  cu 
tomer  locations  each  week.  During  tl 
ten  year  period  from  fiscal  1974  throuf 
fiscal  1984,  the  company's  revenues  at 
net  income  per  share  grew  at  compoui 
rates  of  over  18.0%. 


Sparton  Corporation 

Since  1900  Sparton  Corporation  has 
prospered  as  a  growing  manufacturer  of 
quality  products.  Progressive  R&D  and" 
competitive  manufacturing  are  support- 
ed by  conservative  financial  manage- 
ment. Fiscal  1984:  Sales— $142,303,871 
(a  record);  Per  share  income — $1.13  (sec- 
ond highest  in  history).  Dividends,  con- 
tinuous since  1962 — increased  annually 
for  the  past  ten  years.  Businesses — De- 
fense Electronics;  Commercial/Indus- 
trial Electronics;  Automotive/Industrial  Products;  Oil  and  Gas 
Exploration/Production.  (NYSE) 
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United  Cable 
Television  Corporate 

United  Cable  Television  Corporatio 
established  in  1953,  was  a  pioneer 
the  design  and  operation  of  cable  telei 
sion  systems  and  now  ranks  as  the  ele 
enth-largest  Multiple  System  Operat 
(MSO).  The  Company  owns  or  manag 
41  cable  television  systems.  These  s> 
tems  are  located  in  17  states  servL 
702,000  basic  subscribers  who  ta 
625,000  premium  subscriptions. 


Sperry  Corporation 

Sperry  Corporation,  with  4.9  billion  dol- 
lars in  revenues,  is  among  the  world's 
leading  suppliers  of  electronic-based 
systems  for  the  information  processing, 
defense  and  aerospace  markets.  Net  in- 
come increased  83%  in  fiscal  1984  and 
is  expected  to  continue  to  improve  on 
the  strength  of  accelerating  revenue 
growth  and  benefits  from  the  streamlin- 
ing of  the  operations. 


40 


VEBA  AG 

VEBA,  one  of  Germany's  leading  ener 
companies  is  a  broadly  based  industri 
and  service  organization.  In  electricii 
petroleum,  chemicals,  trading  ai 
transportation.  Total  external  sales:  l 
prox.  DM  49  billion.  Income  befc 
taxes:  DM  1.3  billion.  Total  inve 
ments;  DM  2.9  billion.  Employe* 
77,000.  Shareholders:  approx.  650,0 
(30%  equity  held  by  The  Federal  Repu 
lie  of  Germany). 
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ADVERTISEMENT 


A  LETTER.  FROM  THE  BOARDROOM 


Our  big  problem  in  all  our 
corporate  communications  was 
that  no  one  knew  who  we  were 
...O.K. 

So  I  was  looking  through  my 
New  Yorker  and  this  problem 
of  doing  something  distinctive 


was  in  my  mind.  Right  then 
I  got  the  idea  for  a  series 
of  spreads  in  The  New  Yorker 
which  would  be  marvelous 
photos  most  of  all,  with  just  a 
few  words  about  us.  No  logo; 
in  fact  they  would  look  more 
like  editorials  than  ads. 

We  have  a  deathly  fear  of 
boring  people.  Of  doing  dumb 
advertising.  To  avoid  these  two 
deathly  fears,  we  are  deter- 
mined to  do  breakthrough 
things.  To  look  smart  and  excit- 
ing. And  our  favorite  place  to 
look  smart  and  exciting  is  in 
The  New  Yorker.  It's  no  secret 
that  The  New  Yorker  provides  a 
very  special  advertising 
environment. 

GORDON  BOWMAN 

DIRECTOR  OF  CORPORATE  ADVERTISING 

UNITED  TECHNOLOGIES 


Auto 


NEW  YORK  2  PM 


RIO  DE  JANEIRO  4  PM 


MILAN  8  PM 


DUBA1 10  PM 


JAKARTA  2  AM 


TOKYO  4  AM 


1 1984  Citibank,  N.A.  Member  F[)IC 


CitiBanking 

can  help  keep  your  company's  money 

working  around  the  clocks 


From  The  Citi  of  Tomorrow . . .  CitiBanking  today. 

Mail.  Telephone.  Telex.  If  your  company  is  still  doing 
most  of  its  banking  in  traditional  ways,  it's  not  just 
wasting  time.  It's  losing  money. 

With  CitiBanking,  you  get  the  timely  financial 
information  you  need.  And  the  ability  to  act  on  it  fast. 
Because  only  CitiBanking  gives  you  electronic  access 
to  your  accounts  in  over  33  countries. 

You  can  monitor  the  transactions  in  your  foreign 
and  domestic  accounts  as  they  occur.  Get  up-to-the- 
minute  money  market  and  foreign  exchange  data. 
And  initiate  multicurrency  transfers  and  payments  in 
seconds.  All  with  remarkable  ease. 

CitiBanking  gives  you  unmatched  security,  too. 
Because  you  communicate  with  Citibank  offices 
around  the  world  through  our  own  private  financial 
telecommunications  network. 

To  find  out  how  your  company  can  benefit  from 
the  world's  most  advanced  electronically  delivered 
banking,  call  your  local  Citibank  Account  Manager. 
You'll  get  the  services  you  need  to  keep  up  with  the 
times-and  ahead  of  the  competition. 
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Wall  Street  took  vengeance  on  Gerber  for 
those  glass  slivers.  But  it  didn  't  like  its  flinty 
independence  anyway.  Should  you? 


Unloved  but 
not  unworthy 


By  Paul  B.  Brown 


N'ews  that  a  Brooklyn  mother 
found  glass  slivers  in  two  jars  of 
Gerber  Products  Co.'s  baby 
food  drove  the  company's  stock  price 
down  20%  in  two  days  last  month. 

The  incident,  under  investigation 
by  the  U.S.  Department  of  Agricul- 
ture, brought  attention — albeit  of  an 
unwanted  sort — to  Gerber,  which  has 
been  conspicuously  absent  from  the 
recent  wave  of  takeovers  and  acquisi- 
tions in  the  food  business. 

That's  the  game  that  in  the  past 
year  has  seen  dealmaking  big  and 
small — Nestle  paying  $3  billion  for 
Carnation,  Dart  &  Kraft  picking  up 
Celestial  Seasonings  for  an  estimated 
$25  million.  The  industry's  magnates 
seem  to  feel  it's  cheaper  to  acquire 
existing  product  franchises  than  to 
build  new  ones. 

Yet  through  it  all,  Gerber  is  never 
mentioned.  Why  aren't  suitors  flock- 
ing to  Fremont,  Mich.  (pop.  3,672)  and 
asking  for  Gerber's  hand? 

After  all,  the  company  owns  ,70%  of 
the  $600  million  baby  food  market 
and  has  its  jars  of  strained  peaches  and 
the  like  in  96%  of  the  nation's  food 
stores.  Also,  Gerber  has  moved  suc- 
cessfully into  related  products — toys, 
car  seats,  juvenile  furniture  and  cloth- 
ing— which  now  account  for  about 
30%  of  its  $805  million  sales  and  $50 
million  net  income. 

Why  is  no  one  knocking  at  the 
door?  Blame  or  praise  midwestern 
cussedness.  Gerber's  determination 
to  remain  independent  is  legendary. 
Caution,  says  Mary  Vandeventer,  a 
vice  president  at  the  Philadelphia- 
area  research  firm  of  Widmann,  Blee 
&  Co.,  is  a  key  part  of  the  corporate 
makeup.  "Most  of  the  executives 
grew  up  in  the  Fremont  area  and  in 
the  Gerber  family,"  she  says.  "They 


are  definitely  conservative  midwest- 
ern businessmen.  They  may  risk 
missing  an  opportunity,  but  they 
won't  risk  blowing  the  Gerber  name." 

That  fierce  protectiveness  is  now 
being  tested  as  never  before.  The  com- 
pany recently  suffered  three  unrelated 
incidents  of  contamination.  Sand  was 
found  in  four  jars  of  chicken  products 
in  Saginaw,  Mich,  in  September. 
Weeks  later,  two  containers  of  fruit 
juice,  which  the  company  believes 
were  damaged  in  handling,  turned  up 
with  glass  fragments  in  New  England, 
and  there  was  the  incident  in  Brook- 
lyn. In  the  Michigan  and  New  En- 
gland cases,  there  were  recalls,  and  in 
the  Brooklyn  incident,  Gerber  offi- 
cials flew  in  to  help  investigate. 

But  while  such  concerned,  quick 
action  won  admiration  for  Gerber,  the 
independence  it  stems  from  has  not  in 
the  past  endeared  the  company  to 
Wall  Street.  Many  people  believe,  for 
example,  that  Gerber  blew  an  oppor- 
tunity seven  years  ago  when  Ander- 
son, Clayton  &.  Co.,  the  Houston  food 
company,  offered  $40  a  share,  a  50% 
premium  over  the  price  before  merger 
rumors  began.  Gerber  management 
rejected  the  offer,  mounting  a  delay- 
ing action  that  threatened  to  tie  up 


the  Houstonians  interminably  in 
Michigan  courts. 

Anderson,  Clayton  went  away  mad, 
and  the  specter  of  such  delaying  tac- 
tics being  used  again  is  more  than 
enough  to  discourage  today's  hot 
money  acquirers.  So  Gerber  remains 
independent  and  relatively  uncon- 
cerned that  its  stock  generally  sells  at 
a  lower  price/earnings  ratio  than  oth- 
er specialty  food  processors'.  Is  Gerber 
undervalued? 

Maybe  so.  It  has  $70  million  in 
cash,  and  if  it  chose  now  to  sell  a 
trucking  company,  acquired  in  1979 
to  discourage  would-be  acquirers,  the 
cash  account  would  nudge  $100  mil- 
lion. Long-term  debt,  at  18%  of  cap- 
ital, is  about  half  the  industry  norm, 
and  Gerber's  16.5%  return  on  equity 
puts  it  right  in  line  with  such  fast- 
moving  food  processors  as  Quaker 
Oats  and  Hershey. 

What  has  it  been  doing  right?  Well, 
pushing  the  baby  food,  naturally,  and 
moving  into  related  products.  And  it 
is  entering — although  cautiously — 
the  booming  child  care  business. 
Gerber  opened  its  first  center  in  1970, 
but  today  operates  just  80  facilities. 

So  is  Gerber  missing  opportunities? 
Missing,  no;  undercultivating,  maybe. 
In  juvenile  furniture  and  specialized 
clothing  like  rubber  pants,  for  in- 
stance, the  competition  is  from  small 
regional  firms.  Gerber  could  sweep 
them  away  with  national  distribution 
if  it  chose  to  do  so.  In  day-care  cen- 
ters, Gerber  plans  to  have  200  within 
the  next  four  years.  But  with  its  ample 
cash  and  borrowing  power  it  could 
easily  step  up  that  schedule. 

But  it  probably  won't.  "Midwestern 
reserve,"  as  the  East  Coast  analysts 
say.  What's  the  upshot?  That  the 
stockholders  pay  a  price  for  Gerber's 
aloofness.  That's  not  a  very  big  price. 
If,  for  example,  that  Anderson,  Clay- 
ton acquisition  had  gone  through  and 
investors  took  the  $40  and  invested  it 
at  a  conservative  8%  a  year  over  the 
intervening  period,  they  would  have 
$68.55  today.  That  same  share  of 
Gerber,  adjusted  for  splits  and  divi- 
dends, is  today  worth  about  $60,  even 
after  the  contamination  scare. 

With  Gerber  you  get  independence, 
and  a  company  with  earnings  that 
have  grown  9%  a  year  (although  re- 
calls may  affect  this  year's  results), 
while  the  market  for  baby  food  grows 
2%  a  year. 

Unlike  some  companies  that  fought 
for  their  independence  only  to  protect 
executive  perks,  Gerber  has  delivered 
to  its  stockholders.  Would  it  have 
done  better  if  some  giant  corporation 
had  taken  it  over?  Probably  not  as 
well.  ■ 
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OLYMPIC  SILVER  &  GOLD. 

HE  GIFT  OF  EVERLASTING  VALUE. 


[  jmember  the  cheers.  Re- 
>3mber  the  faces.  Remember 
w  proud  we  all  were. 
[These  are  some  of  the  mem 
les  that  Olympic  silver  and 
jild  coins  will  hold  forever. 
:  Jt  there  is  also  the  memory 
:  your  own  share  in  this  his- 
!'ic  event— the  memory  that 
■u  were  the  one  who  gave  such 
orecious  gift  of  lasting  value. 
And  it  really  is  a  gift  with  a 
ight  and  promising  future. 

Discriminating  Gift 

ie  beauty,  historical  significance 
id  limited  issue  of  Olympic  Com- 
emorative  Coins  have  created  ex- 
3me  excitement  in  the  world  of 
)in  collecting.  Each  of  the  Olympic 
)ld  and  silver  coins  carries  dramat- 
firsts,  adding  a  special  value  to  your 
ft. 

ie  Gift  of  Gold 

ie  experts  agree  on  the  special 
gnificance  of  the  Olympic  Gold 
agle.  No  Eagle  has  been  struck 
nee  President  Roosevelt  halted  the 
suance  of  gold  coinage  in  1933— 
id  none  has  ever  been  struck  to  com' 
temorate  the  Olympics.  Further,  no 
Din  has  ever  had  the  "W"  West  Point 
lint  mark  of  this  coin. 
This  Eagle  has  the  traditional  90%, 
1.6  karat,  content  of  U.S.  gold  coinage 
id  makes  a  memorable  addition  to 
proud  tradition  of  U.S.  gold  coins. 

he  Gift  of  Silver 

he  1983  Olympic  Discus  Thrower 
oin  and  the  1984  Olympic  Coliseum 
Din  are  the  first  cartwheel  silver  dol- 
irs  struck  since  the  1935  Peace  dol- 
lr,  when  President  Franklin  D. 
oosevelt  ended  the  minting  of  cart- 
'heel  silver  dollars.  The  historic 
nportance  of  the  Games,  and  of  these 
xquisite  silver  dollars,  is  unmistak- 
ble. 

Each  of  these  silver  dollars  is  the 
ze  and  has  the  silver  content  (.900 
ne)  of  traditional  cartwheel  dollars. 

he  Flawless  Gift 

ach  gold  and  silver  coin  is  minted 
sing  a  hand-fed  process  that  requires 
tultiple  striking  by  the  dies,  a  proc- 
ss  which  produces  coins  of  extraordi 
ary  beauty. 

And  each  coin  must  undergo  de- 
liled  examination  by  uncompromising 
lint  inspectors.  Then  it  is  encased 


n  a  special  protective  capsule 
to  enhance  viewing  and 
preserve  its  flawless  condi- 
tion. 

Your  Gift  Will  Have 
Special  Meaning 

These  coins  have  already 
magically  turned  precious 
metal  into  precious  medals 
with  their  contribution  toward 
the  success  of  the  Los  An- 
geles Summer  Games.  And 
each  coin  purchased  con- 
tinues to  support  our  amateur 
athletes,  with  $10  from  the 
sale  price  of  each  silver  coin 
and  $50  from  each  gold 
coin  going  directly  to  support  future 
U.S.  Olympic  teams. 

Choose  Now,  Before  Time  Runs  Out 

These  coins,  packaged  in  U.S.  Mint 
display  cases,  are  perfect  gifts  for 
someone  special  or  yourself.  But  you 
must  act  now,  before  time  runs  out. 
The  last  day  on  which  coins  from  this 
historic  program  may  be  ordered 
from  the  U.S.  Treasury  is  January  18, 
1985. 

And  no  matter  which  gold  or  silver 
coin  options  you  choose,  you  will 
own  a  rare  piece  of  history. 


MAIL  ORDERS  TO:  THE  UNITED  STATES  MINT  P.O.  BOX  6766, 
SAN  FRANCISCO,  CA  94101 


MB0041119F1B 


VERY  IMPORTANT-  PLEASE  READ:  Yes. 
please  accept  my  order  lor  Olympic  coins 
I  understand  All  sales  are  final  and  not 
subject  to  refund  and  verification  of  my 
order  will  be  made  by  trie  Department  of 
the  Treasury,  The  United  States  Mint  My 
coins  will  be  delivered  registered  mail  and 
may  be  in  multiple  shipments  My  order 
placed  by  credit  card  will  be  charged  im- 
mediately to  my  account  and  may  result  in 
finance  charges  or  other  lees  prior  to  de- 
livery of  coins  I  understand  orders  will  be 
processed  as  they  are  received,  and  it  bul- 
lion prices  rise  significantly,  the  Mint  has 
the  right  to  discontinue  order  acceptance 
Once  my  order  is  accepted,  however,  it  will 
not  be  cancelled  tor  that  reason  I  have 
read,  understand  and  agree  to  the  above 


Signature 


Quantity 

Option 

Item 

Each 

Total  Price 

1 

1983S  Silver  Proof 

$  32.00 

10 

1984S  Silver  Proof 

$   3200 

2 

1983S-84S  Silver  Proof  Set 

$  6400 

3 

Three-Coin  Proof  Set 

$416.00 

16 

1984W  Proof  Gold  Eagle 

$352.00 

TOTAL 

Shipping  &  Handling 

$2.00 

GRAND  TOTAL 

Methodof  payment  D  Check  D  MoneyOrder  D  VISA  D  MasterCard 

Exp  Date 

I   I   I   !   I   I   I   I   I   I   I   I  I   I 

Account  No 

NJamp                                                                              Aririrps*; 

City                                                                                          Rtata 

7m 

Signature 


*'<  SUPPORT  THE  HOME  TEAM.  © 

*  '    *  L  A  Olympic  Organizing  Committee 


Allow  6  to  8  weeks  for  delivery.  To  place  a  credit  card  order  by  phone  and  confirm  shipping  date 

call  toll  free  your  nearest  Official  Olympic  Coin  Distributor:  PandaAmerica  Corp.  (CA)  1-800-472-6327 

Numismatics  Ltd.  (CA)  1-800-421-0678  •  Manfra  Tordella  &  Brookes  Inc.  (NY)  1-800-223-5818 

Paramount  Corp.  (FL)  1-800-327-9853. 
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Edited  by  Stephen  Kindel 


Eric  Claptons  guitar  is  on  the  wall,  the 
music  is  blasting  and  kids  are  standing  in 
line.  Is  this  any  way  to  run  a  restaurant? 

Ballad 
of  a  mad  cafe 


By  Jeffrey  A.  Trachtenberg 

TIhe  lines  are  a  block  long  at 
Manhattan's  Hard  Rock  Cafe  at  1 
a.m.  on  a  Friday.  The  restaurant, 
which  opened  Mar.  12,  should  do  $1.2 
million  pretax  on  sales  of  $7  million 


this  year,  with  pretax  margins  of  1 7% . 
That  compares  happily  with  an  indus- 
try average  of  4.2% .  Not  bad,  consid- 
ering that  the  most  popular  fare,  hick- 
ory-smoked barbecue  sandwiches, 
costs  $7.50. 
How  does  the  Hard  Rock  pack  'em 


The  Hard  Rock  Cafe  on  Manhattan's  West  57th  Street 

With  the  right  card,  those  in  the  know  avoid  the  lines. 


in,  especially  in  New  York,  where} 
trendy  restaurants  can  come  and  go  in) 
a  season?  Savvy  marketing,  says  Isaac: 
Tigrett,  35.  It  also  helps  to  have  sucq 
partners  as  Yul  Brynner  and  Dan  Ayk* 
royd,  who  have  put  not  only  their 
money  but  also  their  social  cachet  on 
the  line.  But  the  right  names,  says 
Tigrett,  are  only  the  beginning:  "Your 
restaurant  stays  hot  as  long  as  people 
hear  about  it,  but  they  won't  come 
back  if  the  food  isn't  good.  People 
want  so  much  food  that  it's  falling  off 
their  plates.  They  stopped  doing  that 
in  this  country,  which  means  people, 
weren't  getting  value." 

That  makes  good  sense,  up  to  a 
point.  But,  despite  an  old  Automat  ad 
to  the  contrary,  people  can  also  be? 
persuaded  to  eat  atmosphere,  or  at 
least  soak  it  up.  So  Tigrett  has  made 
the  Hard  Rock  Cafe  a  place  people 
won't  easily  forget.  Architecturally, 
the  restaurant  is  an  adolescent's 
Romper  Room.  Until  recently  the  rear 
portion  of  a  1960  Cadillac  was  susi 
pended  over  the  front  door,  but  New 
York  City  bureaucrats  made  Tigrett 
take  it  down.  Inside  is  a  40-foot  bar 
shaped  like  a  Fender  Stratocaster  gui-i 
tar.  Then  there  are  the  rock  memora- 
bilia: a  hat  that  fimi  Hendrix  once< 
wore,  Jerry  Lee  Lewis'  shoes,  the  fan-i 
cy  guitars  played  by  Eric  Clapton/ 
George  Harrison  and  Pete  Townsend, 
and  a  drum  played  by 
Ringo  Starr.  Tigrett  says\ 
his  group  spent  $3.6  mil-i 
lion  to  open  the  door. 

Perhaps    Tigrett's    best 
marketing  ploy  is  the  res- 
taurant's 6,500  gold  Hardi 
Rock       Express       cardsJ 
which    look    much    likd 
American  Express  cardsj 
Although    holders    can't 
charge      anything     with 
them,   the   cards  can  bel 
used  at  a  private  entrance 
to  sidestep  crowds.  Hav* 
ing  one  has  become  a  ma- 
jor status  item  among  the 
private-school   set.    Once 
through        the        doors 
though,  Hard  Rock  Cafe 
patrons  don't  stay  long.  A 
$25,000  sound  system  is 
purposely    turned   up   sc 
high  that  people  eat  fast, 
tap  their  feet  and  leave 
The  Hard  Rock  in  New 
York  seats  only  240  but 
serves  2,200  meals  frorr 
11:30  a.m.  to  4  a.m. 

Tigrett,  who  lives  with 
Maureen  Starkey,  the  ex- 
Mrs.  Ringo  Starr,  was 
born  in  Jackson,  Tenn.  bui 
moved  to  London  in  1964 


Enrico  Ferorelli/DOT 
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Making  good  on  the  promises 
of  telecommunications. 
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While  others  reflect 
on  how  new 
technologies  will 
work  for  business, 
Centel  makes  them 
work  today. 


T 


Videopath  takes  communi- 
cations into  a  new  era.  An 
age  of  earth  stations,  satellites 
and  high  speed  communica- 
tions. 

Developed  by  Centel,  it's  the 
nation's  first  two-way  switched 
network  connecting  cable  tele- 
vision companies  in  a  region. 
This  revolutionary  system 
makes  videoconferencing  a 
reality,  brings  target  audiences 
to  advertisers  and  transmits 
data  at  over  200  pages  of  text 
per  second. 

Videopath  doesn't  stop  there. 
But,  then,  neither  does  Centel. 

We're  a  billion  dollar  corpo- 
ration with  a  strong  foundation 


in  local  telephone  communica- 
tions. Served  by  our  advanced 
digital  networks,  people  in  ten 
states  call  us  their  phone 
company.  And  we've  developed 
sophisticated  communications 
systems  for  businesses  through- 
out the  land. 

So  while  others  may  create 
high  expectations,  we'll  con- 
tinue to  create  networks  that 
make  good  on  the  promises  of 
telecommunications. 

To  find  out  how,  write  for  our 
Annual  Report:  Centel  Corpora- 
tion, Vice  President  Investor 
Relations,  Dept.  6  ,  5725  N.  East 
River  Road,  Chicago,  IL  60631. 


CENTEL 


©Centel,  1984 
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when  he  was  15.  He  lived  with  his 
father,  John  Burton  Tigrett,  who  he 
says  has  partnered  business  deals 
with  Armand  Hammer,  Sir  James 
Goldsmith  and  the  late  J.  Paul  Getty. 
"Bunker  Hunt  was  Uncle  Bunky  to 
me,"  says  Tigrett.  "We  used  to 
keep  Rice  Krispies  for  him  in  the 
larder."  Tigrett's  father  encouraged 
his  son  in  business,  and  when  Isaac 
was  18  he  made  his  move:  export- 
ing used  Rolls-Royces  and  Bentleys 
to  the  U.S.  "It  was  a  very  good 
business  for  18  months,"  Tigrett 
says.  "Then  the  window  closed  be- 
cause everyone  got  hip  to  what  was 
happening  and  jumped  into  the 
market.  But  I  had  made  enough 
money  for  a  trip  around  the  world, 
plus  some  left  over." 

Convinced  that  London  was 
ready  for  American  hamburgers 
and  ribs,  Tigrett  and  partner  Peter 
Morton  opened  the  Hard  Rock 
Cafe  on  Old  Park  Lane  in  June 
1971.  The  two  had  $45,000  in  fund- 
ing: $5,000  each  and  a  $35,000  loan 
from  a  European  bank.  Tigrett  sup- 
plied the  concept  and  Morton,  an 
American  then  operating  a  restau- 
rant called  the  Great  American  Di- 
saster, provided  the  knowhow. 

That  restaurant,  complete  with 
American  college  pennants,  quick- 
ly became  a  hit.  Dustin  Hoffman  and 
Jack  Nicholson  hung  out  at  the  pin- 
ball  machine,  while  big  names  in  the 
British  film,  sports  and  political 
worlds  stopped  by,  too.  In  1982  Ti- 
grett bought  out  Morton  for  $800,000. 
In  October  1983  he  took  the  company 
public  on  the  London  over-the- 
counter  market,  offering  the  public  4 
million  shares  (25%  of  the  company) 
at  30  pence  each.  The  company  ex- 
pects to  open  a  new  Hard  Rock  in 
Stockholm  in  March  1985.  "Wherever 
we  open  we  look  for  local  investors," 
Tigrett  says.  They  are  a  help,  of 
course,  with  publicity  and  with  the 
local  authorities. 

The  situation  in  the  U.S.  is  more 
complex.  Morton  is  now  operating 
two  Hard  Rock  Cafes  in  San  Francisco 
and  Los  Angeles,  and  insists  that  the 
terms  of  the  1982  buyout  are  in  dis- 
pute. Morton  claims  he  owns  the 
Hard  Rock  name  in  the  U.S.,  and  in 
May  1983  he  filed  suit  in  Tennessee 
against  Tigrett  for  trademark  infringe- 
ment. Attorneys  for  both  partners  are 
trying  to  settle  out  of  court. 

What's  ahead?  Tigrett  says  he  may 
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take  his  American  company  public  in 
the  near  future.  "We'll  operate  them," 
he  says.  "A  concept  like  this  can't  be 
franchised."  But  will  the  Hard  Rock 
work  outside  of  big  cities  like  New 
York  and  Los  Angeles?  Michael  Culp, 
vice  president  and  senior  restaurant 
analyst  for  Prudential-Bache,  has  his 
doubts.  "I  think  the  Hard  Rock  is  a 
special  situation,  where  you  could 
have    one    per    major    metropolitan 


Isaac  Tigrett,  the  Hard  Rock's  CEO 
Loud  music  makes  them  eat  faster. 

area,"  he  says.  "Going  to  the  Hard 
Rock  is  trendy,  an  experience.  But  if 
they  have  to  open  50  Hard  Rocks  for 
investors  to  get  their  money  back,  it 
won't  be  a  great  investment." 

The  electronic  coupon 

If  you  believe  Chet  Lemon,  brand 
loyalty  is  an  elusive  commodity.  A 
shopper  writing  "margarine"  and 
"coffee"  on  a  grocery  list  doesn't  al- 
ways specify  Parkay  or  Maxwell 
House.  If  Lemon  is  right,  an  in-store 
inducement  that  offers  30  cents  off 
Blue  Bonnet  margarine  or  50  cents  off 
Folger's  coffee  could  persuade  people 
to  buy  these  brands  instead. 

Is  he  right?  Is  most  of  the  money 
advertisers  spend  building  brand  loy- 
alty wasted  at  the  moment  of  pur- 
chase? We  may  soon  find  out.  Lemon, 
71,  a  lifelong  entrepreneur  who  in  the 
past  has  turned  his  hand  to  hog  farm- 
ing and  real  estate  syndication,  is  the 
founder  of  Dallas-based  Electronic 
Advertising  Network,  Inc.  Five  mil- 
lion dollars  has  been  raised  for  EAN 
from,  among  others,  a  Texas  founda- 


tion set  up  by  a  member  of  the  Lay 
potato  chip  family  and  from  media 
bankroller  Karl  Eller  to  test  Lemon's 
theory,  in  the  form  of  in-store  vending 
machines  that  distribute  coupons  to 
shoppers  free  of  charge. 

In  concept,  electronic  couponing  is 
pretty  simple.  Any  credit  card  with  a 
magnetic  stripe,  or  a  special  coupon 
card  that  the  company  will  provide,  is 
inserted  into  a  videogame-like  termi 
nal.  Thirty-two  coupons  appear  on 
the  screen,  eight  at  a  time.  The 
shopper  touches  the  screen  image 
of  a  desired  coupon,  and  the  ma- 
chine prints  and  ejects  it.  The  cou- 
pon is  then  redeemed  at  the  check- 
out counter. 

But  EAN  has  met  with  prob- 
lems. Traditional  forms  of  shop- 
ping advertising — supermarket  ads 
in  weekday  newspapers,   or  free- 
standing   inserts    in    Sunday   pa- 
pers— might  be  as  much  as  87% 
cheaper.  For  electronic  couponing, 
manufacturers  pay  7Vi  cents  per 
coupon,  or  $75  per  thousand,  vs. 
about  $10  per  thousand  for  free- 
standing inserts.  If  a  manufacturer 
wants  additional  advertising,  he 
can  buy  an  ad  screen — a  graphic 
display  that  flashes  on  the  ma- 
chine when  coupons  aren't  being 
vended.  This  is  the  electronic  cou- 
pon's equivalent  of  the  four-color 
ads  in  freestanding  newspaper  in- 
serts— for  an  additional  2V%  cents 
per  coupon. 
Phil    Cooper,    EAN's    western 
_     marketing  manager,  claims  his  ser- 
vice pays  for  itself  through  increased 
product  trial  and  movement.  He  says 
the   company's   240   machines   that  > 
were  tested  in  the  Dallas/Fort  Worth 
market  reached  up  to  2.25  million 
shoppers  per  week  and  showed  a  re- 1 
demption  rate  for  electronic  coupons 
as  high  as  80%,  compared  with  the 
average    3%    to    5%    rate    achieved 
through  conventional  coupons. 

Cooper  claims  other  benefits,  too. 
Because  the  system  is  computerized, 
EAN  can  present  the  manufacturer 
with  a  day-by-day,  store-by-store  re- 
port of  what  coupons  were  dispensed 
and  from  which  stores.  This  allows 
manufacturers  to  free  up  redemption- 
reserve  funds  for  other  uses. 

But  there  are  also  other  problems. 
Since  any  credit  card  with  a  magnetic 
stripe  gains  entry  to  the  machine,  the 
chance  for  redeeming  more  than  one 
coupon  per  family  remains  almost  as 
high  as  with  conventional  coupons. 
And  customers  might  also  redeem  the 
coupon  for  another  of  the  same  manu- 
facturer's products. 

There  have  been  mechanical  trou- 
bles— printers  overheating,   coupons 
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Fine  Quality 
Solid.  And  Swiss. 


We're  American.  In  everyway.  Contemporary. 
Innovative.  Productive. 

But  our  Swiss  heritage  makes  us  sticklers  for 
quality.  Sticklers  for  doing  things  right. 

State-of-the-art  ideas  tempered  by  old  world 
standards. 

Good  reasons  why  you  should  have  an 
American  organization  of  Swiss  descent  protecting 
yourvalued  business. 


Good  reasons  to  choose  Zurich-American 
Insurance  Companies. 

We  create  world  class  insurance  that's  in  a  class 
by  itself. 

Come  to  Zurich-American  for  sound  business 
insurance  advice.  Vast  technical  expertise.  And  the 
financial  strength  to  protect  your  enterprise. 

You'll  find  we  speakplain  English.  But  if  you  listen 
closely,  you'll  hear  our  Swiss  accent  on  quality. 


Zurich-American 

American  Creativity.  Swiss  Dependability. 


ZURICH-AMERICAN  INSURANCE  COMPANIES 
Zurich  Insurance  Company  •  American  Guarantee  and  Liability  Insurance  Company  •  Schaumburg,  I L  60196 


Can  a  copier 

be  so  friendly 

even  the  boss 

can  use  it? 


It  is  entirely  possible  that  a  boss,  even  a  chairman  of  the  board,  could  be  given 
instructions  as  simple  as  "push  these  two  buttons,"  and  cause  a  Kodak  copier  to 
perform  a  whole  series  of  complex  jobs.  Automatic  feeding.  Copying  on  both 
sides.  Inserting  colorful  cover  and  slip  sheets.  Collating,  stapling  and  stacking. 
Even  reloading  on  the  run.  With  two  buttons. 

Custom  preprogrammable  Kodak  copiers  are  that  easy,  and  that  fast,  to 
use.  Painstaking  human  engineer- 
ing is  part  of  the  reason  why.  So  is 
a  very  powerful,  very  friendly 
computer  that  assists  operators. 
Using  a  Kodak  copier  is  as 
easy  as  pushing  a  button  or  two. 
Getting  a  demonstration  is  as 
easy  as  calling,  or  sending  the 

coupon. 

1  800  44KODAK 

(1800  445-6325)  Ext  324 


! 


Kodak 
copiers  can! 


Eastman  Kodak  Company 

CD4552 

Rochester,  NY  14650 

□  Please  send  me  details  on  the  latest  Kodak  copier-duplicators. 

□  Please  have  a  representative  call  fcr  an  appointment. 

Our  approximate  monthly  copy  volume , 

Name Title 


Company- 
Address 

City 


-State- 


-Zip_ 


Telephonei- 


©  Eastman  Kodak  Company,  1984 
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The  shortest  distance 
>etween  two  plants... 


Your  Jetstream  31  Executive  Shuttle! 

Start  your  company  airline  with  the  Jetstream  31— 

shuttle  busy  managers  point  to  point  in  pressurized  and  quiet 
comfort.  Above  most  weather  and  beyond  big  airport  hassles. 
In  a  cabin  built  for  19,  there  is  heads-up  roominess  for  a  dozen 
executives  to  work,  think  and  move  about  freely.  This  big, 
rugged  turboprop  is  cost-effective,  fuel-efficient  and 
airline-proven. 

For  additional  information,  call  British  Aerospace 
corporate  turboprop  sales,  703/435-9100. 

A 


BRITISH  AEROSPACE 

British  Aerospace,  Inc.  Offices  in  North  America: 

Washington,  DC  •  Wilmington,  DE  •  New  York  •  Chicago 

Houston  •  Los  Angeles  •  Montreal  •  Mexico  City 


't 

the  world. 


As  world  markets  grow  even  more  international  the  IHT  grows 
even  more  important  as  an  ad  medium — tying  internationally- 
minded  readers  together  around  the  globe : 

•  Each  day  more  than  31,000  copies  of  the  IHT  are  read  by 
key  business  travellers  on  international  airlines. 

•  IHT  global  circulation  grew  m  1983  to  a  daily  total  of  153,000. 

•  In  165  countnes  worldwide,  more  than  400,000  noticeably 
influential  people  read  each  issue  of  the  IHT  every  day 

The  International  Herald  Tribune.  International  advertisers 
shouldn't  miss  it  for  the  world.  Call  Sylvia  Kruteck  at  (212)  752-3890 


Marketing 


ripping.  And,  while  such  bugs  have 
been  eliminated,  "mechanical  mal- 
functions initially  slowed  things 
down,"  says  Bob  Funkhouser,  head  of 
public  relations  for  Carnation  Co., 
which  has  placed  coupons  in  an  EAN 
test.  So,  "it's  too  early  for  us  to  report 
any  progress  with  the  machines." 

At  present,  Lemon  faces  the  inno- 
vator's customary  catch:  "People  will 
use  the  machine  if  there  is  a  good 
coupon  mix  on  it,"  says  Cooper.  "But 
the  manufacturers  won't  go  on  the 
machine  until  they  are  sure  that  a  lot 


Ron  Logan 


of  people  will  use  it." 

And  EAN  faces  nascent  competi- 
tion. Q-Comp,  a  Boston-based  firm, 
already  offers  an  alternative  system. 
Its  machine  ejects  prepackaged  cou- 
pons after  the  customer  inserts  Q- 
Comp's  special  card.  Since  shoppers 
must  apply  for  a  card,  Q-Comp  can 
provide  more  demographic  informa- 
tion than  EAN  to  manufacturers.  But 
it  cannot  guarantee  redemption  of  all 
the  coupons  because  there  is  no  selec- 
tivity by  the  customer. 

Recently,  EAN  decided  to  improve 
its  chances  by  heading  for  New  York. 
In  April  1985  it  will  enter  northern 
New  Jersey  with  the  240  machines 
used  in  the  Dallas  test  and  then  ex- 
pand into  the  New  York  market  with 
900  more.  "Dallas  has  a  below-nor- 
mal coupon  index  of  55  to  65,"  says 
Cooper,  "which  means  that  not  a& 
many  people  use  coupons  as  in  the 
New  York  market.  New  York's  index 
is  114,  with  100  being  the  norm,  anc 
although  the  stores  are  smaller,  they 
do  much  more  volume,  so  our  success 
rate  should  be  much  higher." 

But  "much"  higher  will  have  to  be  i 
lot  higher  for  manufacturers  to  justify 
a  650%  increase  in  advertising  costs 
Either  Lemon's  backers  will  keej 
their  pockets  deep  or  EAN  will  pa) 
the  usual  price  of  being  first  into  tht 
marketplace. — Kelly  Walker 
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JUSTICE  FOR 
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r  civil  justice  system  is  in  serious  trouble. 

If  total  litigation  cost  exceeds  the  amount  of 
ney  received  by  a  plaintiff,  something  is  very 
Dng.  If  an  injury  most  people  think  of  as  minor 
ngs  a  higher  award  than  a  fatal  accident, 
;hing  makes  sense.  If  a  simple  lawsuit  takes 
irs  to  resolve,  everybody  loses. 

Chief  Justice  Warren  E.  Burger  has  noted, 
there  has  been  a  slowly-all  too  slowly- develop- 
;  awareness  that  the  traditional  litigation  process 
s  become  too  cumbersome,  too  expensive,  and 
o  burdened  by  many  other  disadvantages!' 

Can  anything  be  done?  We  think  it  can. 

We  are  the  Insurance  Information  Institute, 
;ion  and  information  center  for  the  property  and 
malty  insurance  industry. 

Our  member  companies  are  vitally  involved  in 
j  issue  of  civil  justice.  Their  efforts  to  keep  their 
Jtomers'  insurance  prices  down  are  hindered  by 
;h  legal  costs  and  unpredictable  court  awards. 

What  the  public  wants. 

iVe  sponsored  a  Gallup  survey  to  determine  how 
ople  feel  about  civil  justice  today. 

The  results  show  that  the  public  believes  con- 
lerable  delays  occur  in  bringing  cases  to  trial, 
ey  think  that  judges,  not  juries,  should  set  awards 
civil  lawsuits.  And  they  oppose  punitive  damages 
yond  full  compensation  for  a  loss. 

Taking  positive  steps. 

do  something  about  these  problems,  our  indus- 
f  has  joined  with  others  to  create  coalitions  of 
ncerned  citizens -including  executives,  lawyers, 


manufacturers,  and  health  care  professionals. 
Working  together,  they  are  developing  new  solu- 
tions to  the  civil  justice  crisis.  In  state  after 
state,  their  ideas  are  being  translated  into  action 

The  ideals  of  civil  justice  will  be  served  far 
better  by  courts  that  move  more  quickly,  cost 
taxpayers  less,  and  decide  awards  on  a  more 
consistent  basis. 

It's  in  the  interests  of  everyone. 

Our  new  report,  The  Civil  Justice  Crisis, 
examines  reforms  now  being  proposed.  It  tells 
how  you  can  get  involved.  We'd  like  you  to  have 
a  copy  free  of  charge. 
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Insurance  Information  Institute 
110  William  Street 
New  York,  NY  10038 

Please  send  me  a  free  copy  of 
The  Civil  Justice  Crisis 
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State 


Zip 


Insurance  Information  Institute 

*W       A  nonprofit  action  and  information  center 


We  give  the  Trident  missile 
a  course  in  astr 


That's  Singer  technology. 


■ 


Underwater  missile  launches  present  unique 
guidance  problems,  but  our  Kearfott  Division  uses 
the  science  of  astronomy  to  chart  an  accurate  course 
for  the  U.S.  Navy's  Trident.  Each  missile  employs 
a  stellar/inertial  guidance  system  pioneered  by 
Kearfott.  Its  sensitive  image  sensor  automatically 
makes  star  sightings-day  or  night-to  ensure 
guidance  precision. 

Kearfott  is  now  under  contract  to  develop  a 
second-generation  system  for  the  Trident  II  missile. 
Its  solid-state  stellar  sensor  and  advanced  gyroscopes 


will  make  this  new  system  even  more  accurate. 

Through  expanding  research  and  development 
in  simulation,  navigation/guidance,  command/ 
control/communications  and  intelligence,  and 
tactical  control  systems,  Singer  is  writing  a  new 
chapter  in  its  corporate  history.  Together  with  01 
unique  consumer  durables  capabilities  throughoi 
the  world,  this  technological  base  positions  us  in 
important  growth  markets  of  today  and  tomorrow 

The  Singer  Company,  8  Stamford  Forum, 
Stamford,  CT  06904. 


»• 


» 


DM©1M 


Technology 


■ 


Edited  by  Stephen  Kindel 


Visualizing  the  complex  behavior  of  large 
molecules  was  always  enough  to  con- 
found even  the  brightest  scientist.  Until  the 
computer  arrived. 


Designs 
for  living 


By  Robert  Teitelman 


Y1  ou  might  say  that  modern 
industrial  chemistry  began  in  a 
dream.  In  1865  German  chemist 
August  Kekule  was  wrestling  with 
the  structure  of  a  molecule  he  knew 
had  six  hydrogen  and  six  carbon 
atoms.  Then,  one  night,  he  had  a 
dream:  Six  snakes  chased  each  other 
in  a  ring.  In  the  morning  Kekule  knew 
he  had  solved  the  structure  of  ben- 
zene, a  ringed  molecule  that  would 
become  the  basis  for  the  plastics,  dye 


and  detergent  industries. 

But  benzene's  structure  is  a  lark 
compared  with  the  nightmare  com- 
plexities of  macromolecules  such  as 
proteins,  which  may  contain  many 
thousands  of  atoms.  "With  large  mol- 
ecules, you've  got  so  many  factors 
that  influence  a  molecule's  three-di- 
mensional structure,  like  atomic 
bonds,  electrostatic  forces  and  bond 
angles,  that  no  one  can  really  visual- 
ize it  in  his  head,"  says  Dennis  Ander- 
son, the  director  of  information  sys- 
tems at  Molecular  Genetics,  Inc.,  a 


Minnetonka,  Minn,  agricultural  bio- 
technology firm.  "You  need  a  com- 
puter to  do  the  calculations,  and  you 
need  graphics  capability  to  show  it." 

Enter  Richard  Feldmann,  an  engi- 
neer at  the  National  Institutes  of 
Health.  In  the  mid-1970s  Feldmann 
took  information  gathered  from  X-ray 
crystallography — the  conventional 
technique  for  puzzling  out  protein 
structures — and  began  developing  a 
computerized  graphics  system  to  vi- 
sualize it.  He  is  now  well  into  a  third 
generation  of  his  system,  a  network  of 
high-powered  computer  work  sta- 
tions, including  an  array  processor, 
linked  to  a  graphics  display..  A  re- 
searcher, sitting  before  this  network, 
fits  over  his  eyes  a  headpiece  that 
creates  a  three-dimensional  image,  so 
the  molecule  seems  to  float  in  space. 
In  each  hand  he  cradles  a  universal 
joystick  that  allows  him  to  maneuver 
the  model  or  alter  its  geometry.  He 
can  even  "dock"  two  molecules,  then 
examine  how  they  fit  together. 

More  than  that,  computerized  mod- 
eling allows  researchers  to  expose 
molecules  to  different  variations  in 
conditions — ionic  strength,  tempera-, 
ture,  pH — or  to  change  their  struc-, 
ture,  without  experimentation. 

But,  perhaps  most  important,  bio. 
chemists  can  design  new  molecule! 
instead  of  just  studying  old  ones 
"That's  a  big  cultural  change  in  bio 
chemistry,"  says  Feldmann,  45.  "Bio 
chemists  used  to  look  at  proteins  anc 
see  them  just  as  a  result  of  natura 
evolution.  Now  they're  beginning  tc 
look  at  them  as  a  design  problem 
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How  do  you  build  a  better  protein?" 

It  is  in  answering  that  question  that 
the  real  power  embodied  in  computer 
modeling  becomes  obvious.  All  pro- 
teins are  composed  of  simpler  units, 
amino  acids,  which  correspond  to  se- 
quences in  the  genetic  code.  Right 
now  a  genetic  engineer  constructs  the 
necessary  DNA  sequence  for  a  specif- 
ic protein,  implants  it  into  a  bacte- 
rium and  then  prays  that  the  modified 
bug  produces  the  protein  in  large 
quantities,  sometimes  in  vain. 

But  the  computer  can  change  that 
hit-or-miss  process.  Molecular  Genet- 
ics, with  its  Minnesota  neighbor  Cray 
Research,  Inc.,  a  maker  of  supercom- 
puters, is  focusing  its  efforts  on  mes- 
senger RNA,  in  an  effort  to  improve 
protein  production  in  bacteria.  Mes- 
senger RNA  takes  the  genetic  code 
from  DNA  to  production  centers  in 
the  cell.  There  it  is  "read"  by  transfer 
RNA,  which  works  in  concert  with 
ribosomes  to  read  and  interpret  mes- 
senger RNA  like  a  tape-recorder  head 
over  magnetic  tape.  As  that's  being 
done,  transfer  RNA  reads  the  code  and 
delivers  amino  acids  for  protein  pro- 
duction according  to  the  code. 

This  system  is  fraught  with  prob- 
lems. Often  the  messenger  RNA  will 
begin  to  fold — depending  on  the  par- 
ticular sequence  of  bases  that  make 
up  the  genetic  sequence — into  stems 
and  loops.  That  sometimes  makes  it 
difficult  for  ribosomes  to  move  across 
messenger  RNA  molecules.  Con- 
versely, stems  or  loops  are  often  need- 
ed at  the  end  of  a  sequence  to  stop  the 
ribosome.  Eliminate  those  "markers" 


Richard  Feldmann  of  the  NIH,  with  computer  molecular  modeling  system 
Video  space  games  at  the  atomic  level. 


and  the  ribosome  will  continue  on  its 
way,  building  a  nonsense  protein. 

That's  where  modeling  comes  in. 
"Our  scientists  have  tried  to  design 
sequences  into  the  gene  that  will  ei- 
ther incorporate  these  stems  and 
loops  or  eliminate  them,"  says  Ander- 
son. To  do  that,  Molecular  Genetics 
has  been  using  Cray's  XMP-48  super- 
computer to  perform  the  number- 
crunching  needed  to  model  sequences 
of  RNA.  One  problem:  Only  one  spe- 
cies of  RNA  has  been  crystallized  to 
define   its    three-dimensional    struc- 


ture. Still,  even  two-dimensional 
maps  give  the  company  clues  as  to 
how  RNA  containing  certain  se- 
quences will  react  when  it  enters  the 
cell  factory.  "In  the  long  run,"  says 
Anderson,  "we're  looking  for  math- 
ematical rules  about  the  way  RNA 
folds.  That  way,  when  we  have  a  cer- 
tain protein  we  want  to  make,  we  can 
design  the  RNA  so  the  cell  will  pro- 
duce it  in  the  most  efficient  way." 

Not  everyone  needs  the  power  of  a 
Cray.  Tripos  Associates,  Inc.,  a  St. 
Louis-based  company,  is  marketing  a 

Tripos  Associates 


Dream  analysis 

The  nightmare  com- 
plexity of  large  mole- 
cules such  as  pro- 
teins had,  until  the  ad- 
vent of  computer 
modeling,  eluded  the 
understanding  of  re- 
searchers. The  prob- 
lem is  that  too  many 
factors — atomic 
bonds,  bond  angles 
and  electrostatic 
forces — influence 
their  shape.  This  made 
laborious  experi- 
mentation necessary 
to  fully  determine  a 
molecule's  properties. 
Enter  the  computer. 


el  of  the  protein  alpha-cohratoxin 
Illuminating  snake  venom. 


Model  of cell  menihrane  ion  channel 
A  deeper  grasp  of  molecular  bond  behavior. 


FORBES,  NOVEMBER  19,  1984 


299 


A  single  12"  optical  disk  can  store  all  the  text  appearing 

on  40.000  letter-size,  typewritten  pages -amazing  memory  capacity 

resulting  from  Hitachi  technology. 


i  the  first  electronic  brain  began  "thinking" 
5t  four  decades  ago,  Hitachi  has  been 
ily  advancing  the  art  of  machine  memories, 
paper  tape  and  punch  cards.  To  magnetic 
and  memory  drums.  To  the  very  latest 
al  technologies  for  high-density  informa- 
torage. 

nology  that  never  forgets 

/,  the  results  of  Hitachi  research  are  in 
II  around  you.  Floppy  disks  that  can  hold 
reds  of  pages'  worth  of  text  for  ready  refer- 
via  business  or  personal  computers, 
hetic  "bubble  memories"  which  allow  indus- 
obots  to  memorize  dozens  of  job  routines, 
conductor  memory  devices  for  data  proc- 
g,  satellite  communications  systems, 
i  automation  equipment,  and  even  home 
)/video  components. 
Our  engineers  are  using  microelectronic 
to  allow  much  more  information  to  be 
ed  into  smaller  and  smaller  units.  They  have 
i  ways  to  etch  micron-wide  circuits  on 
:m2  silicon  chips  to  accommodate  over 
nillion  bits  of  data.  They  have  refined  the 
netic  storage  properties  of  Hitachi  hard 
to  almost  flawless  levels, 
in  fact,  we  are  constantly  coming  up  with 
'ations  and  new  applications.  Quite  recently: 
Tor-like  optical  disk  no  larger  than  an 


LP  record,  which  permits  laser  inscription  of 
pictures  and  sounds  as  well  as  computer- 
encoded  text  and  numbers  for  laser  scanning 
of  any  bit  of  information  in  just  a  quarter  of 
a  second. 

These  examples  demonstrate  a  few  of  the 
ways  in  which  Hitachi  is  improving  upon  basic 
technology.  Then  using  it  to  create  practical 
tools  that  meet  your  needs. .  .and  those  of  pro- 
fessionals in  banking,  education,  research,  and 
virtually  every  other  field  you  can  name. 

The  best  of  worlds  is  yet  to  come 

Our  vision  of  the  future  includes  whole  libraries 
of  information  carried  in  memory  packets  even 
smaller  than  a  standard  textbook.  Visual  memory 
banks  that  allow  designers  to  create  new  works 
of  art  from  stored  images.  Automotive  micro- 
computers that  recall  routes,  driving  conditions 
and  destination  data.  And  much,  much  more. 

We'd  like  you  to  share  in  the  benefits  of 
our  scientific  research,  covering  the  next  gener- 
ation of  microchips,  sensors  and  other  electronic 
devices.  For  improved  business  efficiency. 
For  a  higher  quality  of  life.  Two  goals  we've 
pursued  for  74  years  as  part  of  our  commitment 
to  a  better  world  through  electronics. 


HITACHI  BELIEVES  MEMORY  DEVICES  EXPAND  THE  POTENTIALS  OF  THE  HUMAN  MIND 


(O) 


HITACHI 


minicomputer-based  modeling  sys- 
tem called  Sybyl,  whose  software  will 
generate  models  of  smaller  molecules 
on  desktop  computers.  Tripos  pitches 
Sybyl  for  the  money  it  can  save  in 
research  budgets.  "In  the  past,  compa- 
nies would  test  thousands  of  sub- 
stances, hoping  to  get  lucky,"  says 
Frederick  Giarrusso,   executive  vice 


president  of  Tripos.  "With  Sybyl, 
chemists  can  now  design  or  alter  mol- 
ecules for  specific  problems." 

Where  will  all  this  lead?  Eventually 
every  lab  might  have  its  own  model- 
ing system,  much  the  way  electronics 
labs  are  beginning  to  turn  to  comput- 
er-aided design  (CAD)  for  circuit  re- 
search.   These    computers    will    be 


linked  to  automated  manufacturing 
systems  that  can  synthesize  DNA  and 
then  grow  protein — a  technology  not 
that  far  beyond  the  peptide  synthesiz- 
er that  won  Bruce  Merrifield  of 
Rockefeller  University  the  recent  No-  J 
bel  Prize  in  chemistry.  Then,  today's 
research  will  look  as  primitive  as  Ke-  i 
kule's  does  now. 
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Challenged  by  the  mystery  of  AIDS,  re- 
searchers are  finding  clues  to  leukemia 
and  other  widespread  diseases. 


The  promise 
of  AIDS 


By  Robert  Teitelman 


Despite  two  years  of  dedicated 
research  into  its  cause, 
AIDS — Acquired  Immune  De- 
ficiency Syndrome — continues  to 
elude  a  cure.  The  Centers  for  Disease 
Control  in  Atlanta  currently  lists 
6,402  people  as  infected  in  the  U.S., 
and  2,993  so  far  have  died.  Mean- 
while, the  disease,  whose  principal 
victims*  to  date  have  been  homosex- 
uals, Haitians  and  hemophiliacs,  is 
spreading.  New  cases  have  been  re- 
ported among  women,  and  in  other 
parts  of  the  globe. 

But  while  there  may  not  yet  be  a 
cure,  Dr.  Robert  Gallo  and  co-re- 
searchers at  the  National  Cancer  In- 
stitute have  isolated  the  agent  that 
causes  AIDS.  Specifically,  AIDS  ap- 
pears to  be  caused  by  the  third  mem- 
ber of  a  viral  family  called  human  T 
cell  leukemia  viruses,  or  HTLV.  The 
first  virus  in  the  family,  HTLV-1,  was 
discovered  in  1978  and  linked  to  leu- 
kemia (a  cancer  of  the  white  blood 
cells  that  caused  17,000  deaths  last 
year  in  the  U.S.  alone).  HTLV-2  re- 
mains something  of  a  mystery — only 


a  few  samples  oi  the  virus  have  been 
found — and  is  possibly  linked  to  leu- 
kemia as  well.  But  HTLV-3,  the  AIDS 
sibling,  operates  in  exactly  the  oppo- 
site way  from  HTLV-1:  Instead  of 
causing  white  cells  to  proliferate,  it 
kills  helper-inducer  T  cells,  causing 
the  shutdown  of  some  immunologic 
functions.  The  result  is  that  patients 
die  from  secondary  diseases,  often 
Pneumocystis  pneumonia  or  a  form  of 
cancer  called  Kaposi's  sarcoma. 

The  close  familial  link  between 
HTLV-1  and  HTLV-3  may  prove  help- 
ful to  scientists  searching  for  cures  for 
both  leukemia  and  AIDS.  Several 
small  companies  already  have  begun 
to  use  the  knowledge  they  have 
gleaned  about  the  HTLV  family  to 
develop  products  with  applications  to 
both  diseases.  They  include: 

Chiron  Corp.  In  September  this 
Emeryville,  Calif,  genetic  engineering 
company  announced  that  it  had 
cloned,  or  replicated,  HTLV-3  and  ex- 
pected to  be  able  to  develop  an  AIDS 
diagnostic  test  in  six  months  or  so. 
Moreover,  the  company  added,  the 
materials  used  in  the  test — key  pro- 
teins   or   fragments    of    the    virus — 


might  lead  to  a  vaccine.  But  a  note  of 
caution  is  required  here:  Those  frag- 
ments would  have  to  stimulate  the 
body's  defenses,  particularly  antibody 
production,  yet  not  cause  the  patient 
to  suffer  adverse  effects. 

That's  not  the  only  difficulty. 
Recent  findings  from  NCI  suggest 
that  HTLV-3  may  be  able  to  alter  the 
shape  of  its  envelope,  or  outer  mem- 
brane, making  the  development  of  a 
vaccine  more  difficult.  That  may  be 
because  the  body's  immune  defenses 
are  most  often  triggered  by  "recogniz- 
ing" the  exact  molecular  shape  of  the 
threat,  or  antigen,  and  then  locking 
onto  it.  If  HTLV-3  can  alter  its  shape, 
there's  a  chance  it  may  slip  past  those 
defenses  like  a  quick-change  artist 
through  a  police  stakeout. 

Chiron    is    clearly   gambling    that 
such  mutations  will  not  deter  devel- 1 
opment  of  a  vaccine.  According  to  Dr. 
Dino  Dina,   director  of  virology  at: 
Chiron,  the  company  has  successfully 
created  a  vaccine  for  another  mutat-i 
ing  virus,  Hepatitis  A.  "In  Hepatitisi 
A,  as  well  as  other  viruses,  antibodies: 
that  react  to  one  version  of  the  virusi 
crossreact  to  a  second  version,"  says' 
Dina.   "In  AIDS  we  might  get  tha 
same  effect." 

Imreg  Inc.  This  New  Orleans-based 
company  has  developed  two  mole-t 
cules,  Imreg- 1  and  Imreg-2 — the  namei 
stands  for  immune  regulators — which 
act  as  immune  system  enhancers.! 
Both  molecules  stimulate  a  class  ofc 
white  cells  called  T-4  helper  cells.: 
AIDS  viruses  cripple  the  immune  sys- 
tem by  knocking  out  those  helper, 
cells.  The  result,  says  Dr.  Arthur 
Gottlieb,  the  president  of  Imreg,  "is 
like  trying  to  run  an  airport  without  a 
flight  controller." 

The  most  serious  losses  produced 
by  shutting  down  the  helper  cells  are 
in  the  effect  on  a  number  of  sub- 
stances called  lymphokines.  The  twc 
most  important  of  these  are  interleu- 
kin-2,  which  induces  other  white 
cells  to  divide,  and  gamma  interferon 
which  seems  to  have  an  effect  on  can 
cer-fighting  cells.  The  NCI  has  triec 
to  give  AIDS  patients  doses  of  inter 
leukin-2  to  restore  immune  func 
tions,  but  without  significant  result.  -1 

Imreg's  strategy  is  to  go  a  step  fur 
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his  suit  can  catch  a  thief. 


>cause  it's  protected  by  a  3M  security 
stem. 

'u  see,  shoplifting  is  a  $6  billion  retail 
oblem.  So  we  tailor  security  systems  that 
e  almost  impossible  for  thieves  to  detect. 
Jt  instantly  detect  thieves. 

wurity  products  like  our  3M  Echotag™or 
hispertape™  Systems  are  more  versatile, 
ore  reliable  and  easier  to  use  than  tradition- 
tags  and  sensors.  They're  less  noticeable 
d,  so  customers  aren't  offended  by  them. 

id  3M  security  products  go  beyond  retail 
itlets.  When  installed  in  libraries,  for 


example,  3M  Tattletape®  systems  have 
reduced  pilferage  an  amazing  85%. 

Listening  to  you  has  helped  us  pioneer  over 
100  safety  and  security  products.  From  reflec- 
tive clothing  visible  at  night,  to  protective 
masks  that  help  you  breathe  easier.  We 
even  make  a  fire-fighting  foam  that  smothers 
oil  and  gas  flames  by  floating  on  them. 
When  you're  looking  for  innovation  that's 
suited  to  your  needs,  look  to  3M.  We  always 
start  by  listening. 

3M  hears  you... 


r; 


For  your  free  3M  Products  and  Technologies  ' 
Brochure,  write:  Dept.  04021 1/3M, 
RO.  Box  22002,  Robbinsdale,  MN  55422. 


Name. 


Address. 


City. 


.State. 


-Zip. 


L^ 


Or  call  toll-free:  1-800-336-4327. 
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Health 


ther:  By  using  Imreg-1,  Gottlieb  be- 
lieves one  can  revive  the  function  of 
some  helper  cells  to  produce  not  only 
interleukin-2  but  also  gamma  inter- 
feron and  two  substances  called  Mif 
and  Lif  that  keep  the  white  cells  con- 
centrated in  a  single  area. 

One  problem  is  that  viruses  already 
present  in  the  blood  may  simply  feed 
off  the  increased  numbers  of  white 
cells.  But  Gottlieb  sees  a  different  pos- 
sibility— "that  a  revived  helper  popu- 
lation may  produce  enough  anti- 
bodies and  immune  cells  to  success- 
fully battle  the  viral  population." 

So  far  Gottlieb  has  been  encouraged 
by  clinical  testing  on  some  33  AIDS 
patients  in  New  Orleans  and  Los  An- 
geles. Beyond  AIDS,  he  sees  the  possi- 
bility that  Imreg-1  and  Imreg-2  may 
be  effective  in  a  variety  of  diseases 
associated  with  immune  problems, 
from  cancer  to  rheumatoid  arthritis. 

Imre  Corp.  Replace  immune  regula- 
tion with  immune  response  and  you 
have  Imre,  a  Seattle-based  biotech 
firm.  Imre  uses  a  system  similar  to 
kidney  dialysis  to  extract  unwanted 
molecules  called  immune  complexes 
from  the  blood.  Those  complexes, 
says  Dr.  Frank  Jones,  Imre's  chair- 
man, contain  both  viruses  and  viral 
antibodies  and  prevent  the  immune 
system  from  functioning  properly. 
Like  Imreg,  Imre  tries  to  help  the  body 
help  itself.  "These  patients  have  no 
immune  function,  and  we're  trying  to 
trigger  it  again,  stimulate  it." 

Imre  also  sees  its  big  payday  beyond 
AIDS,  with  cancer  and  autoimmune 


AIDS  on  the  attack 


This  electron  micrograph  shows  a  cell  (the  large  gray  mass  at  the 
bottom  of  the  photo)  infected  by  an  AIDS  virus.  Virus' particles  (the 
round  shapes  outside  the  cell)  have  already  escaped  the  cell  membrane, 
opening  the  way  for  their  attack  on  other,  still  healthy  cells. 


!  Ir  \lurrj\  Gjrdn 


diseases.  The  company  first  success- 
fully tested  the  technique — called  ex- 
tracorporeal immuno  adsorption — on 
cats  suffering  from  feline  leukemia, 
an  incurable  virus  that  somewhat  re- 
sembles HTLV.  Now  it  is  testing  the 
technology  on  a  variety  of  cancers, 
including   breast    cancer   and   colon 


cancer,  and  on  AIDS  patients  withl 
Kaposi's  sarcoma.  So  far,  says  Jones. 
the  results  have  been  encouraging. 

But  encouraging  is  not  a  cure — 01 
even  a  vaccine.  The  truth  is,  says  Inn* 
reg's  Gottlieb,  "We're  all  in  the  third 
grade  on  AIDS,  and  it's  still  a  lonj| 
way  from  college." 


The  New  England  Journal  of  Medicine 
dwelt  at  some  length  recently  on 
the  work  of  two  doctors  at  Shriners 
Burn  Institute  in  Boston  who  had  suc- 
cessfully used  cultured  human  skin  to 
treat  two  young  brothers,  each  of 
whom  had  been  burned  over  some 
90%  of  his  body.  While  the  boys' 
chances  for  survival  had  initially  been 
doubtful,  one  is  back  in  school  and 
the  other  is  now  mobile  and  at  home. 
Such  attention  raises  the  tempera- 
ture of  Wall  Street.  Theta  Technolo- 
gy, Corp.,  a  Wethersfield,  Conn, 
medical  technology  research  firm,  es- 
timates a  market  for  burn  care  prod- 
ucts of  more  than  $200  million  by 
next  year.  The  possibility  that  artifi- 
cial and  substitute  skin  research  may 
yield  a  commercially  available  prod- 
uct within  the  next  five  years,  some 


Nature's  way  for  burns 

on  Wall  Street  think,  could  increase 
that  figure  substantially.  It's  a  good 
example  of  an  old  tendency  in  the 
world  of  commerce  to  overreact  to 
advances  in  the  world  of  science. 

It's  doubtful,  however,  that  the 
companies  now  doing  the  skin  re- 
search will  ever  make  much  money. 
For  one  thing,  the  number  of  third- 
degree  burn  victims  who  cannot  re- 
generate their  own  skin  because  of 
dead  tissue  cells  is  very  small.  (Fewer 
than  5%  of  the  2  million  Americans 
burned  each  year  have  severe  enough 
injuries  to  require  artificial  skin.)  But 
more  important,  medical  knowledge 
in  the  treatment  of  first-  and  second- 
degree  burns  by  other  means  is  ad- 
vancing rapidly. 

In  order  to  understand  what  can  be 
done  to  treat  burns,  you  first  have  to 


know  something  about  them.  Basical 
ly,  human  skin  is  two  layers  thick  I 
and  burns  are  classified  by  their  deptl 
of  penetration.  A  first-degree  burn  is 
tissue  injury  to  the  surface  layei 
while  second-  and  third-degree  burn 
are  of  the  lower,  or  dermis,  layei 
(There  is  even  a  fourth-degree  bun 
but  thatus  the  destruction  of  tissu 
layers  under  the  skin,  such  as  musclt 
fat  and  bone.) 

The  best  treatment  for  first-degre 
burns  is  still  the  application  of  coc 
water  for  five  to  ten  minutes.  Th£ 
prevents  further  heat  penetratioi 
Skin  cells  and  surrounding  fat  eel. 
can  act  as  heat  sinks,  transmittir 
heat  downward  to  deeper  layers  an 
making  a  burn  much  worse  than 
initially  appears. 

It  is  in  the  evaluation  of  a  burn 
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Radio  J  hack 


TANDV  CORPORATVOU 


1   xr-r-R^:lA-.. 


HBI 


Vith  Telenet,  every  Radio  Shack 

is  this  far 
from  corporate  headquarters. 


Vhen  you  have  over  6,000  Radio 
ick»  locations  across  the  U.S.,  you've 
a  very  successful  business.  And  a 
y  large  communication  problem, 
b  reach  all  their  stores,  Tandy  had 
id  a  variety  of  data  communications 
(hods.  But  they  proved  expensive.  And 
not  give  them  the  control  they  needed. 
jTE  Telenet  did.  Using  Radio  Shack's 
S-80  computers  to  connect  with  Tele- 
's public  data  network,  Tandy  can 
i  how  every  Radio  Shack  performs 


each  day.  This  means  better  cash  man- 
agement. Better  inventory  control.  And 
better  business  decisions. 

In  short,  Telenet  is  a  lifeline  for  Tandy's 
communications  requirements.  And  one 
of  the  main  reasons  is  dependability.  Each 
Radio  Shack  can  count  on  getting  infor- 
mation to  headquarters  quickly.  And,  as 
Tandy  was  pleased  to  say,  "the  data  is 
always  right." 

Just  as  important  is  Telenet's  technical 
support  and  training  that  helps  Tandy  get 


the  most  out  of  their  network.  And,  when 
problems  arise,  Tandy  has  easy  access  to 
Telenet's  people. 

If  your  business  is  spread  out,  turn  to  a 
leader  in  data  communications.  GTE 
Telenet. 

Because  we  can  make  every  office 
seem  like  it's  right  next  door. 

For  further  information,  call  toll-free 
1-800-835-3638. 

We  deliver  information. 


frFra    Telenet 
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Imagine  havin; 


imagine  i  lav  ii  ig 

perfect  control,  even  with 
your  head  in  the  stars. 


A  stark  white  figure  floats  eerily 
out  of  an  open  hatch. 

But  wait.  The  figure  isn't  just  float- 
ing. It  moves  purposefully,  with 
obvious  control  and  precision. 

That  was  the  scene  as  millions 
watched  our  astronauts  use  the 
Manned  Maneuvering  Unit  in 
space.  The  all-important  thruster 
valves  functioned  perfectly,  thanks 
to  the  knowing  hand  of  HR  Textron, 
makers  of  sophisticated  controls 


and  electronic  equipment. 

Aerospace  propulsion  valves  are 
only  one  part  of  Textron's  aggressive 
program  to  develop  innovative 
products. 

Others  include  helicopters  that  turn 
into  planes  and  boats  that  can  float 
on  land.  Hands-off  aircraft  landing 
systems  and  advanced,  electronically 
controlled  machine  tool  systems. 
Laser- hardened  aircraft  fasteners 
and  high-speed  construction  tools. 


Textron  is  a  diversified  manufactur- 
ing company  with  a  major  stake  in 
aerospace/electronics. 

We've  built  our  future  on  a  solid 
present,  with  significantly  improved 
productivity  and  a  strong  financial 
position. 

Which  means  we're  well  equipped 
to  keep  turning  ideas  into  earnings. 


mmm 


Where  imagination 
becomes  reality 


1984  Textron  Inc. 


Hot,  hotter,  hottest 


Proper  evaluation  of  the  depth  of  a  burn  is  crucial  in 
determining  correct  treatment.  First-degree  burns  will 
heal  on  their  own,  but  second-degree  burns  result  in 


infected  tissue,  which  needs  to  be  treated  in  addition  to 
the  wound.  With  third-degree  burns,  dead  tissue  must 
be  removed  and  new  skin  grafted  on. 


First-degree  burn 


Second-degree  burn 


Third-degree  burn 




director  of  the  New  York  Hospital/ 
Cornell  Medical  Center  Burn  Center, 
the  real  advancement  in  burn  carei 
will  not  be  in  dressings  at  all.  Rather, 
it  will  be  in  the  development  of  some 
sort  of  treatment  to  make  patients 
more  resistant  to  generalized  infec- 
tion while  they  are  waiting  for  theii 
second-degree  burns  to  heal  or  foi 
skin  grafts  to  be  done.  "It's  like  hav 
ing  leukemia,"  says  Dr.  Wachtel  | 
"Your  body  defenses  get  pretty  much 
wiped  out,  and  an  agent  that  could 
stimulate  the  body's  immune  funci 
tion  back  to  normal  while  the  skin  n 
healing  would  be  a  major  advance.' 
Currently  researchers  are  experiment 
ing  with  human  leukocyte  interferon 
a  substance  manufactured  in  thr 
white  blood  cells,  which  may  helji 
stimulate  cell  growth.  And  the  Unii 
versity  of  Michigan  is  testing  a  vac 
cine  that  provides  protection  agains 
pseudomonas,  the  most  prevalem 
form  of  bacteria  at  burn  sites. 

Until  such  a  major  advance  comes 
burn  treatment  is  not  likely  to  be  th 
glamour  area  of  technology  that  som 
investors  might  wish  it  to  be.  As  Di 
Feller,  in  describing  treatments  fa 
first-  and  second-degree  burns,  put 
it,  "I  have  seen  many  things  com 
and  go,  and  I'm  not  convinced  tha 
any  of  them  are  better  than  soap  an 
water." — Francesca  Lunzer 


depth  that  misdiagnoses  most  often 
occur.  Tissue  damage  can  be  exacer- 
bated by  infection  or  poor  blood  flow, 
so  that  a  second-degree  burn  can  easi- 
ly become  a  third-degree  one  without 
proper  care.  According  to  Dr.  Thomas 
Wachtel,  secretary  of  the  American 
Burn  Association,  new  devices  for  de- 
termining burn  depth  are  now  being 
used  at  burn  centers  throughout  the 
country.  Ultrasound  instruments, 
thermal  mapping  and  reflective  light 
all  tell  the  physician  how  much  blood 
is  flowing  through  a  burn  area. 

At  that  point,  a  burn  specialist's 
expertise  comes  into  play.  Initially, 
blood  flow  may  decrease  in  a  shallow 
burn  and  appear  to  indicate  that  the 
wound  is  deeper  than  it  really  is.  If  left 
alone,  proper  blood  flow  may  return 
and  the  burn  might  heal  nicely  on  its 
own.  In  other  cases,  says  Dr.  Wachtel, 
the  blood  flow  may  initially  appear  to 
be  adequate  but  later  decrease  and 
convert  the  wound  into  a  full-thick- 
ness burn. 

Older  patients  whose  circulation  is 
poor  to  begin  with  are  the  highest-risk 
burn  victims,  because  their  poor 
blood  flow  is  unable  to  carry  heat 
away  from  a  burn.  With  proper  blood 
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flow,  thermal  injuries  often  spread 
themselves  over  a  large  area,  creating 
a  larger  but  shallower  burn.  In  an 
older  person  with  poor  circulation,  a 
burn  will  often  be  contained  in  a 
smaller  but  deeper  area,  so  that  even  a 
scorching  shower  or  a  tea  scald  can 
turn  into  a  third-degree  burn. 

Preventing  second-degree  burns 
from  becoming  full-thickness  ones  is 
a  high  priority  for  burn  centers,  since, 
with  proper  treatment,  partial-thick- 
ness burns  will  heal  themselves. 
"Cleanliness  is  the  basic  way  to  keep 
down  the  severity  of  a  burn,"  says  Dr. 
Irving  Feller,  director  of  the  Universi- 
ty of  Michigan  Burn  Center.  Chang- 
ing burn  dressings  daily  is  important 
because  it  takes  away  the  bits  of  dead 
tissue  on  the  surface  that  support 
colonies  of  bacteria.  These,  if  not  re- 
moved, penetrate  the  wound,  result- 
ing in  greater  tissue  damage  or  tissue 
destruction. 

Newer,  synthetic  dressings  are  su- 
perior to  gauze,  not  because  they  real- 
ly do  a  better  job  of  keeping  the 
wound  clean,  but  because  they  reduce 
the  need  for  as  many  dressing 
changes,  adhere  without  adhesive  and 
are  therefore  more  comfortable.  They 
are  often  transparent,  allowing  the 
doctor  to  keep  track  of  the  healing 
process  without  having  to  remove  the 
dressing. 

According  to  Dr.  Cleon  Goodwin, 
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Fansteel's  product  tantalum  is  a  critical  element  in  the  sensitive  and 

demanding  technology  used  by  the  electronics, 

communications,  and  chemical  industries. 

Fansteel  through  its  materials  technology  develops,  produces  and 
supplies  high  efficiency  tantalum  and  tantalum  products. 

Fansteel's  products  are  used  in  computers,  automotive  electronics, 
appliances,  home  entertainment,  telephones,  communication  systems, 

aerospace,  and  weapon  systems. 


[fansteel 


An  integrated  producer  of  refractory  metals  and  fabricated  products  for  the  electronics, 
electrical,  aircraft/aerospace,  metalworking,  energy  and  chemical  industries. 
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A  better  way  to  get  to  work  when  work  is  hard  to  get  toj 


It  cruises  at  365  m.p.h.  It  has  a  range  of  2,1 13 
miles.  It  can  be  configured  to  carry  from  6  to  1 3 
passengers. 

It  can  land  on  94%  of  U.S.  runways,  paved 
and  unpaved,  improved  or  unimproved. 

Its  frugal  jetprop  engines  take  four  years  to 
consume  the  fuel  a  jet  uses  in  three. 

It's  the  new  Super  King  Air  300  from 
Raytheon's  Beech  Aircraft  Corporation.  It's  the 
latest  in  a  line  of  King  Air  business  aircraft  that 
Fortune  1 ,000  companies  have  been  choosing 


by  the  amazing  margin  of  2  to  1  over  all  other 
corporate  jetprops. 

We  think  the  reason  for  that  lead  transcend 
economics.  Before  they  spend  a  dollar,  these 
hardheaded  businessmen  ask  about  quality. 
Well,  the  first  King  Air  ever  built  is  still  flying 
The  meticulous  Lufthansa  German  Airlines 
trains  its  pilots  in  King  Airs.  The  King  Air  is  the 
only  fixed- wing,  off-the-shelf  aircraft  in  use  by 
all  four  U.S.  military  services.  In  other  words, 
King  Airs  are  very  tough,  very  safe  airplanes. 


We  haven't  mentioned  passenger  comfort 
ause,  if  you  know  anything  about  Beechcraft, 
i  know  that's  a  given.  As  one  executive  put  it, 
s  the  most  comfortable  conference  room  in 
company." 

For  more  than  50  years  Beech  has  built  air- 
ft  to  exacting  standards  of  performance  and 
ne.  The  new  Super  King  Air  300  typifies  that 
iition.  And  it  stands  as  a  perfect  example 
he  Raytheon  commitment  to  quality  and 
tomer  satisfaction. 


Raytheon ...  a  $5.9  billion  company  in 
electronics,  aviation,  appliances,  energy,  con- 
struction, and  publishing.  If  you  would  like 
copies  of  our  latest  financial  reports,  please  write: 
Raytheon  Company,  Public  Relations,  141 
Spring  Street,  Lexington,  Massachusetts  02173. 


Technology 


By  Ellen  Benoit 


Software 


A  handful  of  companies  have  found  a 
market  for  software  that  makes  the  bestsell- 
ing  business  program . . . 


Easy  as  1-2-3 


Mjrk  Pc-nbenhv 


Almost  since  they  started  keep- 
ing track,  1-2-3  from  Lotus  De- 
i  velopment  Corp. — the  ac- 
counting spreadsheet  program  with 
filing  and  graphics  capability — has 
topped  the  bestseller  list  for  business 
software.  Now  Lotus  has  spawned  a 
business  that  might  be  called  the  "Lo- 
tus aftermarket." 

The  customer  base  ranges  any- 
where from  the  650,000  Lotus  1-2-3 
owners  on  up  to  the  2.4  million  or  so 
Lotus  users.  The  vendors  are  a  hand- 
ful of  companies  offering  wh?t  they 
call  "enhancement"  software — also 
known  as  templates — for  the  Lotus 
program.  Essentially,  such  software 
provides  a  shortcut  to  learning  the 
program's  basics  or  to  developing  1-2- 
3  for  an  application  that  might  other- 
wise require  some  fairly  advanced 
programming  skills. 

The  newcomers  see  an  opening  for 
their  products  because  Lotus  itself 
has  chosen  to  follow  its  initial  success 
by  bringing  out  Symphony,  the  pro 
gram  that  adds  word  processing  and 
communications  to  the  three  func 
tions  of  1-2-3.  It's  "just  too  sophisti- 
cated," opines  Ian  Boyd,  president  of 
Hartford,    Conn. -based    Optionware 
Inc.,  which  offers  shortcuts  to  more 
than  50  applications,  such  as  market 
ing,  for  1-2-3.  "The  more  sophistin 
cated  something  becomes,   the  less 
general  appeal  it  has,"  says  Boyd.  He 
thinks  that  only  about  25%  of  1-2-3's 
users  will  convert  to  Symphony,  and 
that  the  rest,  still  growing  in  number, 
will  be  a  likely  market  for  Option-r 
ware,    his    company's    enhancement 
software.  "If  the  market's  going  to 
grow,"  he  reasons,  "the  next  500,000' 
users  aren't  going  to  be  as  sophisti-' 
cated  as  the  first  500,000  were." 

Boyd  has  sunk  nearly  $2.8  million 
of  his  own  and  venture  capitalists' 
money  into  Optionware  so  far.  Each 
program  sells  for  about  $100.  The 
arithmetic  tells  Boyd  that  if  only  2% 
to  5%  of  the  current  market — and 
15%  of  any  new  Lotus  purchasers- 
buy  two  or  three  applications,  Op- 
tionware could  make  its  money  back 
in  two  years. 

But  Boyd  will  have  to  share  the 
market  with  a  few  other  firms,  some 
of  them  having  a  head  start  of  a  year  oi 
more  selling  templates  or  training 
programs  for  1-2-3  and  other  populai 
business  software. 

Cdex  Corp.  of  San  Jose,  Calif,  offers 
1-2-3  users  programs  that  show  them 
how  to  develop  applications.  One  pro- 
gram includes  a  model  showing  how 
to  analyze  financial  statements. 

On  the  face  of  it,  it  seems  hard  tc 
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ith  me,  simpler  is  better. 

st  like  my  Canon  Personal 

artridge  Copiers. 

hey're  easy  to  maintain. 

isv  to  afford. 

hey  copy  in  6  easy-to- 

lange  colors. 

nd  my  new  PC -25  even 

duces  and  enlarges. 

lakes  copies  on 

,^al  size,  too. 

Ill  of  which  makes 

e  a  lot  simpler 

r  a  busy  guy 

te  me." 


I  gk  COLOR 
V  .  DEVELOPER 
■&  SYSTEM 


Canon 

PC  Cartridges 

Canon's 
exclusive 
technology  has 
put  the  entire 
copying 
process— the 
toner,  the  drum, 
the  developer— into  one 
unique  replaceable  cartridge. 
Good  for  about  2,000  copies  and 
making  these  PC  copiers  virtually 
service-free.  Choose  from  six 
copy  colors— black,  brown,  blue, 
red,  green  and  light  blue. 
$65  in  black/  $80  in  other  colors 


Canon 


rr™ 


Canon 

PMB 

TBi 

mmmmm 

? 

immmi 

ion  PC-10 

npact.  Affordable.  Perfect  for  even  the 
llest  businesses.  So  simple  to  use, 
e's  not  even  a  copy  start  switch.  Just 
:tion  your  original  and  feed 
le  paper  of  your  choice  for 
p,  clear  copies  in  seconds. 
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Canon  PC-25  C£| 

Small  in  size  and  price  but  big  in  features, 

the  new  PC-25  can  reduce  by  67%  or  78% 

and  enlarge  to  120%.  It  makes  eight  copies 

a  minute.  From  originals  as  big  as 

10"  x  14".  It  even  makes  copies  as  small  as 

business  card  size  up  to  legal  size. 

$1,395* 


tgpr  OS*   '^S- 


PERSONAL  COPIERS  %%%  [l^DMmM 

Personal  Cartridge  Copying, 
Plain  and  Simpler 

'Suggested  retail prit  e  exclusive  of  cartridge. 
19841  iron  U  S  A   In. 


Canon  PC-20 

All  the  convenience  of  the  PC-10  plus 
automatic  paper  feeding  for  eight 
beautiful  copies  a  minute.  The  handy 
paper  cassette  holds  up  to  100  sheets  so 
you  can  make  multiple  copies  at  the 
touch  of  a  button. 
$1,095* 


& 
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Software 


believe  that  a  1-2-3  user  needs  soft- 
ware that  teaches  him  how  to  analyze 
balance  sheets  with  a  spreadsheet.  It 
would  seem  that  if  the  software  really 
does  what  it's  supposed  to,  the  user 
would  have  a  fair  idea  of  how  to  apply 
it.  Besides,  the  market  isn't  that  old. 
The  average  business  person  probably 
worked  with  ledger  sheets  before 
buying  1-2-3. 

But  that  reasoning  may  assume  too 
much  about  Lotus  customers.  "Many 
1-2-3  users  don't  know  every  aspect  of 
business,"  says  John  Noon,  Cdex  mar- 
keting manager.  "While  most  of  them 
could  buy  textbooks  and  put  together 
the  programs  they  need,  it  would  take 
a  long  time,  more  than  most  business 
people  have  or  are  willing  to  spend." 

Shawn  Bryan,  a  Montpelier,  Vt.- 
based  financial  and  management  con- 
sultant who  also  happens  to  be  a  vet- 
eran 1-2-3  user,  sees  the  problem  a  bit 
differently.  "You  can  almost  instant- 
ly do  useful  things  with  1-2-3  if  you 
have  any  background  in  ledger 
sheets,"  he  says,  "but  that's  not  to 
say  you'll  be  real  productive."  Bryan 
estimates  that  it  takes  about  a  week 
to  get  a  true  measure  of  what  you'll 
be  able  to  do  with  the  program,  may- 
be longer  to  do  what  can't  be  done  on 
paper.  "There's  a  burst  of  energy  and 
creativity  immediately  after  you 
learn  to  use  1-2-3,"  he  says.  "But  that 
quickly  flattens  out,  and  you  reach  a 
plateau.  Things  pick  up  agaih  as  you 
move  from  simple  stuff  to  financial 
modeling,  which  isn't  done  on  green 
ledger  sheets.  You  go  through  another 
learning  curve,  although  it  is  not  as 
steep  as  the  first." 

All  of  this  is  not  necessarily  a  nega- 
tive reflection  on  1-2-3.  If  it  were  all 
that  difficult  to  do  useful  things  with 
the  program,  it  would  not  be  as  popu- 
lar as  it  is.  In  fact,  the  subindustry  was 
created  "because  of  the  fantastic  util- 
ity of  1-2-3,"  according  to  Charles  Ev- 
erett, executive  vice  president  of  4-5-6 
World,  a  six-month-old  West  Coast 
direct-marketing  company  dealing  ex- 
clusively in  Lotus-related  products. 
The  enhancement  products  exist  sim- 
ply to  save  the  1-2-3  user  some  time. 

How  does  Lotus  feel  about  the 
growth  of  the  aftermarket?  Hard  to 
say.  While  the  Cambridge,  Mass.  firm 
recently  established  a  technical  con- 
ference for  independent  software  de- 
velopers who  want  to  build  on  Lotus' 
second  program,  Symphony,  it  pro- 
vided no  support  to  4-5-6  World,  Cdex 
and  Optionware  in  their  efforts.  With 


Symphony  as  yet  unproven  in  the 
market,  one  might  think  Lotus  would 
want  to  encourage  anything  that  pro- 
longs the  life  of  1-2-3. 

Does  such  circumstantial  evidence 
mean  that  Lotus  intends  to  compete 
with  the  enhancement  developers,  to 
forestall  the  day  when  1-2-3  sales  pla- 
teau? Or  might  Lotus  take  a  cue  from 
IBM,  which  recently  introduced  about 
31  business  programs  that  can  be, 
however,  integrated — by  virtue  of 
common  commands  and  enhance- 
ment programs?  The  benefits  of  being 
the  sole  provider  of  1-2-3  products 
seem  obvious.  But  what  Lotus  will  do 
remains  to  be  seen.  For  the  moment, 
however,  the  company  has  adopted  an 
IBM-like  silence  on  the  matter. 

Portrait  of  the  artist 
as  a  black  box 

Software  companies  are  currently 
hyping  artificial  intelligence  to 
the  point  of  abusing  the  term  and  try- 
ing the  market's  patience.  To  put  it 
plainly,  no  computer  or  software  pro- 


gram has  yet  passed  the  Turing  test — 
a  question-and-answer  session  with  a 
machine  proposed  in  the  early  1950s 
by  British  mathematician  Alan  Tur- 
ing to  determine  whether  a  machine 
is  intelligent  in  any  sense  humans  can 
understand. 

Nevertheless,  while  computers  still 
have  a  long  way  to  go  until  they  can 
"think"  as  humans  do,  they  are  able 
to  do  some  things  in  a  surprisingly 
humanlike  manner.  Take  a  micro- 
computer named  Racter.  Without  the 
benefit  of  artificial  intelligence, 
Racter  quietly  composes  its  own 
prose  and  poetry  in  New  York's 
Greenwich  Village.  With  the  help  of 
programmers  William  Chamberlain 
and  Thomas  Etter,  Racter  (short  for 
Raconteur;  the  original  program 
would  not  accept  a  file  name  of  more 
than  six  characters)  has  actually  had  a 
collection  of  its  poetry  and  prose  luna- 
cy published.  The  book's  title,  The 


Policeman s  Beard  Is  Half  Constructed,  is 
one  of  the  first  phrases  produced  by 
Racter. 

A  sample: 
Slide  and  tumble  and  fall  among 
The  dead.  Here  and  there 
Will  be  found  a  utensil. 

Not  exactly  poetry  to  inspire  won- 
der, but  no  worse  than  much  of  the 
fare  written  by  generations  of  Racter's 
predecessors  in  Greenwich  Village. 
Every  phrase  of  Racter's,  at  least,  is 
syntactically  correct. 

Part  of  Racter's  program  does  what 
Chamberlain  calls  the  "bookkeeping" 
of  English — conjugating  both  regular 
and  irregular  verbs,  for  example,  and 
assigning  number  and  gender  to 
nouns.  Racter  chooses  words  from  a 
dictionary  file  and  rules  from  a  syntax 
file  to  make  sure  those  words  are 
properly  connected.  "Identifiers"  in 
Racter's  program  relate  every  entry  to  | 
every  other  entry;  "cow"  is  related  to 
"bovine"  and  "hoofed  animal."  This 
cross-indexing  also  helps  Racter  avoid 
such  mistakes  in  logic  as  making  pigs 
fly  (it  will  choose  a  more  "appropriate 
verb,  such  as  "eat"). 

The  result  is  familiar,  eerily  like 
thinking  as  we  know  it,  but  not, 
Chamberlain  stresses,  artificial  intel- 
ligence. "There  is  no  reasoning  here  at 
all,"  says  Chamberlain.  Rather,  the 
program  creates  its  doggerel  "by  fol- 
lowing the  geography  of  a  sentence. 
It's  a  closed  system,  simply  repeating 
variations  of  identifiers.  In  theory,  it's 
not  much  different  from  Pascal's 
number-generating  machine."  Or  Mo- 
zart's melody  dice  system,  which  in- 
corporated the  progression  of  the  so- 
nata into  cards  that  could  be  put  to- 
gether according  to  rules  governed  by 
the  throw  of  the  dice,  with  the  result 
being  music  that  was  technically  cor- 
rect, though  uninspired. 

Chamberlain  says  he  and  Etter  de 
signed  Racter  "to  have  some  fun.  Anc 
we  did."  But  there's  money  to  b( 
made  here,  too,  and  The  Policeman: 
Beard,  published  by  Warner  Soft 
ware/Warner  Books,  was  a  start.  Nov 
IBM  Personal  Computer  owners  cai 
buy  a  commercial  version  of  Racte  I 
for  $69  from  a  Staten  Island,  N.Y.1J 
computer  dealer. 

And  Chamberlain  is  dreaming  o 
immortality.  Because  the  words  an< 
sentence-building  blocks  in  Racter' 
program  are  chosen  by  the  program 
mer,  the  resulting  "poetry"  reflect 
the  programmer's  personality.  "May 
be,"  says  Chamberlain,  "future  gen 
erations  [of  computer  users]  will  ge 
to  know  us  in  the  way  we  know  writ 
ers  of  the  past — through  the) 
words." — E.B. 
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We  land  more  planes  every  day 
than  all  the  airlines  put  together. 


It  happens  every  10  seconds. 

Somewhere  in  the  world 
another  plane  lands,  guided 
safely  by  our  equipment. 

The  fact  is,  ITT  is  the  worlds 
largest  supplier  of  air  traffic 
control  equipment. 

You  can  find  our  ground- 
to-air  radio  equipment  at 
virtually  every  airport  in  the  US. 


To  say  nothing  of  Mexico 
City  Montreal,  Madrid,  Istanbul 
—and  airports  in  50  other 
countries  serving  millions  of 
flights  daily. 

And  our  navigation  and 
communications  equipment 
is  used  by  civil  and  military 
aircraft  around  the  world. 

ITT  has  been  the  leader  in 


this  field  for  45  years.  And  we 
intend  to  remain  so. 

That's  why  in  research  and 
development  in  air  traffic 
control  alone,  we'll  spend  over 
$46  million  this  year. 

At  ITT  we  aim  to  build 
our  future  on  high  technology 
and  expect  to  arrive  on 
schedule. 


The  best  ideas  are  the     ["  ITI  iTI 
ideas  that  help  people.  J..  JL.  JL 


©  1984  ITT  Corporation,  320  Park  Avenue.  New  York,  NY  10022 
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Multiple  choice  question.  An  M.B.A.  is: 

a)  A  cruel  hoax  on  140,000  students 

b)  A  lifesaverfor  ailing  colleges 

c)  A  cop-out  for  employers 

d)  A  shortcut  to  burnout 

e)  All  of  the  above 


The  M.B.A.  mills 


By  John  A.  Byrne 


It  is  9  p.m.  Many  of  the  27  stu- 
dents in  the  square,  windowless 
classroom  at  New  York's  Pace 
University  stare  aimlessly  ahead. 
They  have  been  in  classroom  W611, 
Business  and  Its  Environment,  since 
7:15  p.m.  Some  are  yawning.  Occa- 
sionally, some  lapse  into  sleep.  Their 
Styrofoam  coffee  cups  are  empty. 
They  can't  wait  to  get  out  at  9:55. 

Leaning  on  a  small  lectern,  profes- 
sor Tom  Robinson  drones  on  about 
corporate  social  responsibility  in 
South  Africa.  A  64-year-old  former 
college  administrator  who  started 
teaching  full  time  four  years  ago,  Rob- 
inson sympathizes  with  his  sleepy- 
eyed  students.  "They're  pretty  tired 
by  the  time  they  arrive,  and  they're 
totally  exhausted  when  they  leave," 
says  the  affable  teacher. 

Welcome  to  the  netherworld  of  the 
Master  of  Business  Administration 
degree.  This  isn't  Harvard,  but  with 
more  than  5,000  students — three 
times  the.  number  at  the  famous  busi- 
ness school — it  is  the  country's  larg- 
est M.B.A.  mill.  And,  in  many  ways, 
concrete-and-glass  Pace  tells  you 
more  about  the  M.B.A.  phenomenon 
than  ivy-walled  Harvard  or  Stanford 
ever  could  (see  box,  p.  322). 

Start  with  the  selection  process 
(which  many  employers  say  is  the 
only  value  of  the  M.B.A. — it's  a  sim- 
plistic screen).  Harvard  accepts  rough- 
ly one  applicant  in  five,  Stanford  one 


in  ten,  while  Pace  welcomes  nearly 
70%  of  all  those  who  apply.  Cincin- 
nati's Xavier  University,  the  tenth- 
largest  M.B.A.  school,  says  three  out 
of  four  qualify. 

Most  of  these  students  are  part-tim- 
ers who  go  to  school  at  night  for  up  to 
five  years.  Indeed,  about  70%  of  the 
200,000  M.B.A.  hopefuls  are  part-tim- 
ers, many  holding  down  full-time  jobs 
during  the  day.  They  attend  schools 
such  as  Pace  and  Xavier  that  are  not 
even  accredited  by  the  American  As- 
sembly of  Collegiate  Schools  of  Busi- 
ness. (Only  206  of  the  600  schools 
offering  the  degree  meet  the  AACSB's 
minimum  academic  standards.) 

When  they  are  graduated,  there  are 
no  recruiters  at  the  door.  And  from 
their  current  employers,  they  are  not 
likely  to  get  a  promotion,  a  raise  or 
even  a  handshake  after  five  laborious 
years  of  study. 

Still,  the  ambitious  and  hopeful 
throngs  come,  with  visions  of  big  pro- 
motions and  heady  salaries  dancing  in 
their  heads.  They  ignore  the  hum- 
bling statistics.  More  than  20%  of  all 
master's  degrees  awarded  annually — 
63,000  of  310,000— are  M.B.A.s.  Only 
the  master's  in  education,  often  re- 
quired for  teacher  certification,  is 
more  popular.  During  the  1960s  an 
average  of  9,600  M.B.A.s  a  year  were 
granted;  today  the  number  is  close  to 
seven  times  that. 

Why?  Entry-level  managers  hope  it 
will  move  them  up  faster.  Secretaries 
yearn  to  become  executives.  Stuck 


middle  managers  believe  it  will  keep 
them  from  being  trampled  by  younger 
colleagues' who  already  have  had  their 
passports  stamped. 

The  ugly  truth  is,  many  would  fare 
better  by  going  for  a  drink  with  the 
boss  after  work  or  putting  in  more 
time  at  the  office. 

The  M.B.A.  is,  without  question, 
the  most  oversold  degree  in  the  histo- 
ry of  education.  And  make  no  mistake 
about  it,  the  degree  is  sold. 

Rider  College,  in  New  Jersey,  touts 
its  five-year  B.A./B.S.  M.B.A.  program 
as  "preparation  for  leadership  in  to- 
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pace  University,  in  downtown  Manhattan,  one  day  recently  at  9 p.m. 
Would  students  do  better  putting  in  more  time  at  the  office? 


morrow's  business  world."  Fordham 
University  claims  its  degree  is  "the 
right  step  for  your  career."  Pace  Uni- 
versity boasts  it's  "the  difference  be- 
tween a  job  and  a  career." 

Insecure  young  executives,  only  a 
few  months  or  years  away  from  the 
campus  and  lost  for  a  lesson  plan  in 
how  to  succeed,  are  easy  victims  of 
such  hype.  Major  employers  don't  buy 
any  of  it. 

"There  has  been  a  great  oversell  on 
the  value  of  an  M.B.A.,"  says  Robert 
Mills,  a  General  Electric  manager  of 
university  relations  and  professional 


recruitment.  "You  see  ads  that  de- 
scribe the  M.B.A.  degree  as  the  essen- 
tial credential.  That's  a  bunch  of  non- 
sense. It's  criminal  what  has  been 
foisted  on  young  people  today." 

GE,  like  many  other  corporations, 
hires  M.B.A.s — but  one  by  one,  not  by 
the  boatload.  Of  the  2,000  college 
graduates  recruited  annually  by  Gen- 
eral Electric,  fewer  than  50  hold 
M.B.A.s.  About  80%  have  technical 
degrees  in  engineering,  chemistry  and 
computer  science.  "There's  no  value 
to  the  M.B.A.  degree,"  adds  Mills. 

Yet  hundreds  of  colleges  and  uni- 


versities, hit  by  slumping  enroll- 
ments, choose  not  to  listen.  Their 
M.B.A.  programs  are  cash  cows  that 
feed  other  departments  operating  in 
the  red.  "Liberal  arts  schools,  having 
increasing  difficulty  paying  their 
bills,  view  this  as  the  way  to  stay 
alive,"  says  Charles  Hickman,  associ- 
ate director  of  the  American  Assem- 
bly of  Collegiate  Schools  of  Business. 
M.B.A.  hopefuls  are  especially  de- 
sirable as  students  because  they  pay 
their  way,  one  way  or  another.  As 
many  as  two-thirds  of  the  140,000 
part-time  M.B.A.s  have  their  tuition 
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paid  in  part  or  in  full  by  their  employ- 
ers. And,  since  the  vast  majority  of 
students  are  also  employed  full  time, 
they  have  cash  to  spare.  Result:  high 
tuition  fees  and  little  resistance 
whenever  they  are  raised, 
which  is  often.  At  finan- 
cially troubled  Fairleigh 
Dickinson  University  in 
New  Jersey,  which  has  the 
nation's  second-largest 
unaccredited  M.B.A.  mill, 
M.B.A.  tuition  has  risen 
over  50%  just  since  1980, 
to  $202  per  credit. 

Is  it  any  wonder  that 
more  than  600  institu- 
tions now  offer  the  degree, 
up  from  only  390  a  decade 
ago?  That  total  doesn't  in- 
clude a  lot  of  "schools" 
that  are  little  more  than 
storefronts  passing  out  de- 
grees. Thomas  Keller, 
dean  of  Duke  University's 
Fuqua  School  of  Business, 
notes  that  there  are  now 


43  M.B.A.  programs  in  North  Caroli- 
na alone.  "I  didn't  know  there  were  43 
higher  education  institutions  in  the 
state,"  he  says  incredulously. 

The  proliferation  has  caused  a 
shortage  of  qualified  professors  with 
business  degrees  so  acute  that  even 
top  schools  are  hiring  teachers  with 
degrees  in  other  disciplines.  At 
UCLA's      well-regarded      Graduate 


Top  ten  business  schools  by 

enrollment 

University 

Graduate  students 
Full-time        part-time 

Total 

'83-'84 

Pace  (NYC)* 

431 

4,645 

5,076 

Fairleigh  Dickinson  (N))* 

302 

3,797 

4,099 

NYU  (NYC) 

940 

2,860 

3,800 

Baruch  College  (NYC) 

371 

2,127 

2,498 

Georgia  State  (Atlanta) 

1,083 

1,351 

2,434 

DePaul  (Chicago) 

771 

1,551 

2,322 

University  of  Chicago 

1,100 

1,048 

2,148 

Arizona  State  (Tempe) 

596 

1,372 

1,968 

Northwestern  (Evanston,  111.) 

850 

1,030 

1,880 

Xavier  (Cincinnati)* 

120 

1,730 

1,850 

*Lacks  accreditation 

Source:  American  Assembly  of  Collegiate  Schools 

of  Business. 

School  of  Management,  for  example, 
one  assistant  professor  who  teaches 
marketing  has  a  Ph.D.  in  geography. 
He  never  took  a  marketing  course  in 
his  life. 

Let's  look  at  some  numbers.  Take 
Michigan  State  University.  Tradition- 
ally, students  there  pay  a  mere  one- 
third  of  their  educational  costs.  State 
aid  and  other  funding  cover  the  rest. 
But  for  every  dollar  in  the 
business  school  budget,  it 
receives  $1.31  in  tuition 
from  students. 

Dean  Richard  Lewis  is 
fond  of  referring  to  his 
school  as  a  "revenue  pro- 
ducer. It's  a  little  more 
palatable  for  academi- 
cians," he  explains.  "It's 
not  nice  to  call  it  profit." 
A  top  accredited  busi- 
ness school  such  as 
Michigan  State  is  without 
the  benefit  of  cheap,  part- 
time  faculty  teaching  es- 
pecially lucrative  night 
courses.  That  would 
change  the  economics 
dramatically. 

Other  schools  are  not  so 
fussy.  Unaccredited  Pace* 


Marc  PoKempner  Sipj  Special  Features 


A  University  of  Chicago  executive  M.B.A.  class 

Quite  another  matter  when  it's  on  company  time. 
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Warning:  The  Surgeon  General  Has  Determined 
That  Cigarette  Smoking  Is  Dangerous  to  Your  Health. 
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VICEROY  Kings,  15  mg."tar",  0 .9  mg.  nicotine  av.  per 
Cigarette,  FTC  Report  Mar.'84. 
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NO  Other  Car  dealers  your  luck.  But  the  Lifetime  Service 

Can  make  that  Statement.      Guarantee — available  only  at  participate 
Repairs  made  by  service  stations  and  auto        Ford  and  Lincoln-Mercury  dealers — lee  i 


dealers  are  usually  guaranteed 
for  a  limited  period  of  time. 
After  that,  you're  ndmg  on 


|l  fiiVr— -iiil 

LIFETIME 

SERVICE 

GUARANTEE 

nothing  to  chance.  Because  if  an)  w 
ever  goes  wrong  after  a  paid  cov(  J 
repair  is  made,  the  repairing  dealt 

You're  goi 


HJAIITY. 


$ 


Get  it  together — buckle 


ill  fix  it  free  of  charge.  Free  parts.  Free 
Dor.  For  as  long  as  you  own  your  Ford, 
incoln,  Mercury  or  Ford  light  truck. 
This  offer  is  good  on  thousands  of  parts, 
nd  it  makes  no  difference  whether  your 
hide  is  just  past  wananty  or  has  passed 


ove  the  quality. 


the  100,000-mile  mark. 

Ford  Motor  Company  is  committed  to 
building  the  best  vehicles  in  America.  And 
our  dealers  share  that  commitment  to  quality. 

*  Available  only  at  participating  dealers.  This  limited  warranty 
covers  vehicles  in  normal  use.  It  excludes  routine  maintenance  parts, 
belts,  hoses,  sheet  metal  and  upholstery. 


Quality  is  Job  1. 


FORD  •  LINCOLN  •  MERCURY  • 
FORDTRUCKS  •  FORD  TRACTORS 
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pays  a  part-time  professor  $1,200  to 
$1,500  to  teach  a  three-credit  course. 
At  $202  per  credit,  that  means  the 
school  covers  the  teacher's  salary 
with  just  two  or  three  students  in  a 
class.  Pace's  average  class  size  is  25, 
although  some  lecture  halls  get  as 
many  as  80  students,  each  paying 
$202  per  credit.  That  would  allow 
some  $48,480  in  income  from  a  single 
three-credit  course  for  a  semester. 

It's  no  accident  that  part-time  fac- 
ulty outnumber  full-time  professors 
by  nearly  2-to-l  at  Pace.  Besides  re- 
ceiving lower  pay,  part-timers  are  in- 
eligible for  tenure  and  most  other 
teacher  benefits. 

What  about  other  costs?  Even  a  lag- 
gard scraping  by  with  a  C  in  "Quanti- 


tative Analysis  for  Business  Deci- 
sions" could  tell  you  that  the  cost  of 
those  classroom  seats  is  marginal, 
since  the  same  classrooms  are  occu- 
pied by  undergrads  during  the  day. 

With  such  a  major  financial  stake  in 
M.B.A.  mania,  educational  institu- 
tions do  little  to  diminish  the  myth 
that  the  degree  is  a  must  to  succeed  in 
business.  Even  the  most  sober  M.B.A. 
hopefuls,  who  don't  buy  that  line, 
queue  up  in  the  belief  that  further 
education  can't  possibly  cause  any 
harm.  But  Dean  Keller  of  the  Fuqua 
School  disagrees.  "Many  night  stu- 
dents literally  become  worn  out,"  he 
says.  "Their  job  performance  suffers. 
They  would  be  better  off  working 
smarter  during  the  day  rather  than 
trying  to  get  their  degrees  at  night.  We 
hear  a  lot  of  employers  saying  that." 

Yet  a  good  part  of  the  blame  for  the 
lower  productivity  of  their  worker- 
students    lies    with    the    employers 


themselves,  who  mindlessly  foot  the 
tuition  bills.  They  pay  not  because 
they  believe  the  M.B.A.  will  make 
their  employees  better  workers.  Rath- 
er, they  foot  the-  bill  because  it  is 
simply  another  employee  benefit,  like 
dental  insurance  or  sick  leave,  and 
they  have  to  keep  up  with  the  Joneses. 

Some  corporations  are  finally  be- 
ginning to  see  the  light.  New  York 
Telephone,  for  example,  informs  em- 
ployees who  request  tuition  reim- 
bursement that  additional  education- 
al work  does  not  necessarily  mean 
that  they  will  be  either  promoted  or 
given  a  raise. 

James  Zgodinski,  a  30-year-old  de- 
.velopment  technician  in  SCM  Corp.'s 
research  and  development  division, 
could  have  benefited  from  such  a 
warning.  He  went  nights  to  Baldwin- 
Wallace  College  in  Berea,  Ohio, 
graduating  with  an  M.B.A.  more  than 
two  years  ago.  "I  thought  getting  a 


Briefcase  U. 


Tony  Bonaparte,  dean  of  Pace  University's  Lubin 
Schools  of  Business,  doesn't  look  the  part  of  the 
average  academic.  Grenada-born,  he  wears  European- 
style  suits,  monogrammed  shirts  and  a  silver  collar  pin. 

Nor  does  he  sound  typical.  "We  run  the  school  like  a 
business,"  he  says,  "with  classes  from  7  in  the  morning 
until  after  10  at  night,  seven  days  a  week.  Whatever 
suits  the  customer  we  provide." 

And  that's  precisely  why  Pace,  once  a  tiny  account- 
ing school  for  night  students, 
is  the  nation's  largest  business 
school,  with  a  graduate  enroll- 
ment of  over  5,000.  Bonaparte 
took  over  as  dean  in  1974, 
when  enrollment  was  only 
two-fifths  of  the  current  total. 

Pace  isn't  as  innovative  a 
marketer  as  nearby  Adelphi,  a 
university  that  offers  M.B.A. 
classes  on  commuter  trains 
and  rents  out  space  in  libraries 
to  run  Saturday  sessions.  Nor 
is  it  often  cited  as  an  example 
of  a  first-rate  business  school, 
like  Columbia  University.  But 

what  it  lacks  in  innovation     

and  reputation  it  makes  up  in  volume  merchandising. 

Above  all,  Pace  is  convenient.  Its  huge  concrete 
building  in  downtown  Manhattan,  a  short  stroll  from 
Wall  Street,  assures  a  steady  stream  of  upwardly  mobile 
professionals  and  secretaries.  There's  another  center  in 
midtown,  as  well  as  suburban  locations  in  White  Plains 
and  Pleasantville,  N.Y. 

Pace's  class  schedule  makes  it  an  ideal  briefcase 
college.  Students  can  attend  class  on  their  way  to  work 
in  the  mornings,  during  lunch  or  on  their  way  home  at 
night.  If  students  let  the  deadline  for  registration  slip 
by,  not  to  worry.  Pace  offers  a  slew  of  "late-start" 


Pace's  doors  are  closed  to  few 

Just  a  short  stroll  from  Wall  Street 


grueling  four-credit  late  course,  "Financial  and  Man- 
agerial Accounting,"  is  an  exhausting  4  hours  and  10 
minutes  long  on  Friday  nights.  "We  take  station  breaks 
and  commercials  on  those,"  says  Associate  Dean  Leon 
Selig.  Pace,  in  fact,  recently  lengthened  its  regular 
classes  to  2  hours  and  40  minutes  so  that  it  could 
squeeze  in  a  fifth  semester. 

Pace  also  says  its  prices  are  fair  at  $202  a  credit,  a 
bargain-hunter's  eyelash  below  nearby  New  York  Uni- 
versity's and  Fordham's.  And 
it  is  liberal  when  it  comes  to 
accepting  credits  from  under- 
graduate colleges  and  universi- 
ties. Pace  will  waive  more 
than  one-third  of  the  61  cred- 
its required  for  the  M.B.A. 
This  can  cut  over  1  lA  years  off 
a  part-time  program. 

Dean  Bonaparte  stresses  the 
educational  benefits  of  getting 
an  M.B.A.  at  night  versus  the 
full-time,  two-year  program  at 
Columbia.  "Our  evening  stu- 
dents are  more  mature,"  he' 
says.  "They  come  with  ques- 

tions  about  the  real  world." 

Maybe.  Some,  however,  view  Pace's  unaccredited 
program  as  less  than  demanding.  "You'd  have  a  better 
feel  for  the  business  world  if  ytou  regularly  read  Forbes, 
Business  Week,  Fortune,  Barron's  and  the  Wall  Street  Jour- 
nal rather  than  take  classes  at  Pace,"  says  Leo  Egan,  a 
marketing  manager  for  Greyhound  Leasing  &  Financial 
Corp.  who  expects  to  graduate  from  Pace's  business 
school  in  May  1985. 

So  why  is  he  there?  Apparently  not  for  practical 
learning.  "I  don't  want  to  ever  be  held  back  because  I 
don't  have  the  degree.  Having  the  motivation  to  go  to 
night  school  and  slug  it  out  may  say  more  than  the 


classes  that  begin  two  weeks  late.  One  particularly     degree  itself,  anyway."— J.A.B. 
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Introducing 
Resort  Cruising. 


y  Costa  gives  you  the 
>  to  the  Caribbean's 
it  private  resorts. 

your  golf  clubs,  pack  your 

s  racquet  and  come  with  us  to 

aribbean. 

sort  Cruising  on  Costa's  luxurious  mts  Daphne 

you  privileges  that  are  denied  to  the  passengers 

ery  other  Caribbean  cruise  ship.  Resort 

ing  takes  you  beyond  the  Caribbean's 

orous  ports  and  into  the  most  exclusive 

ts  on  each  island.  The  resorts  are 

>.  And  their  facilities  become  an 

ision  of  your  cruise. 

ierto  Rico's  Dorado  and  Cerromar  Beach. 

etree  Beach  on  St.  Croix.  Cariblue  and 

/on  Cove  on  St.  Lucia  and  Antigua. 

ados  offers  Sam  Lord's  Castle.  Martinique, 

/leridien  and  Frantel  resorts.  There's  the 

1  St.  Kitts,  Mullet  Bay  on  St.  Maarten, 

Dgany  Run  on  St.  Thomas,  plus  a  host  of 

r  grand  resorts. 

lifers  can  challenge  one  legendary  18-hole  monster 

another.  Tennis  players  can  serve  aces  across  the  Caribbean. 

only  on  a  Resort  Cruise  can  you  snorkel,  horseback  ride, 

and  sail  at  these  truly  fabled  resorts. 

lese  are  the  privileges  of  Resort  Cruising,  just  a  taste  of  what 

i  has  to  offer. 

id  it  would  be  a  shame  to  attempt  this  extraordinary  cruise 

anything  less  than  the  Daphne. 

ises  should  be  serene  and  not  herd. 

'ded  promenades,  hurried  dining  and  tiny  cabins  just  aren't 
a's  cup  of  sea.  To  sail  Costa's  mts  Daphne  to  the  Caribbean  is 
lise  of  a  different  color.  There  are  few  luxury  cruise  ships 
it  that  can  match  her  space-to-passenger  ratio.  The  staterooms 
;pacious  and  inviting.  Suites  have  large,  private  balconies, 
lave  baths  with  tub  and  shower.  The  wide  promenade  decks 
;hared  with  half  as  many  passengers  as  one  finds  on  typical 
)bean  cruise  ships, 
ming  aboard  the  Daphne  is  a  superb  experience.  The  food, 


as  you  might  expect,  is  simply  spectacular  and  served  by  a  friendly 
Mediterranean  staff  in  the  grand  manner.  We  take  pride  in 
catering  to  the  individual  needs  of  each  passenger.  Single-sitting 
dining,  we're  delighted  to  tell  you,  means  that  you'll 
never  have  to  wait  for  your  table  or  rush  through 
a  meal  (you  are,  after  all,  on  vacation). 
The  nightly  entertainment  has  a  fine  international 
flavor.  And  there  isn't  a  better  place  than  the 
Daphne  to  enjoy  it. 

If  you're  ready  to  circumnavigate  the  cruise 
crowds  and  slip  into  something  very  special,  call 
our  toll-free  number,  1-800-447-6877,  for  more 
information  and  a  free  brochure.  Remember,  the 
passenger  complement  of  the  Daphne  is 
only  400,  so  call  your  travel  agent  for 
reservations,  soon. 

14-day  Caribbean  Resort  Cruises  from  Ft. 
Lauderdale  depart  every  other  Saturday  from 
December  22ndf  to  April  13th.  From  $2,035  to 
$4,725,*  including  air.** 


FT.  LAUDERDALE 


ST.  THOMAS 
ST.  CROIX 


Book  any  1985  14-day 
cruise  before  December  15, 
1984  and  receive  $400  off  per  cabin. 

7-day  Caribbean  Resort  Cruises,  from  Ft.    MART'N|QUIy 

Lauderdale  to  Barbados,  depart  every  other 
Saturday  from  December  22ndf  to  April  13th; 
from  Barbados  to  Ft.  Lauderdale,  depart  every 
other  Saturday  from  December  29thf  to  April  20th. 
From  $1,195  to  $2,450,*  including  air. 

16-day  1985  Trans  Panama  Canal  Resort  Cruises  depart 
Ft.  Lauderdale  April  27th  and  Los  Angeles  October  1st.  From 

$2,495  to  $5,395,*  including  air.**  (Special 
rates  available  on  October  24  and 
November  10, 1984  cruises.) 

'Per  person,  double  occupancy. 
"Cruise-only  passengers,  deduct  $250  travel 

allowance. 
tPrices  slightly  higher  for  12/22  and  12/29 

departures. 

Resort  facilities  additional. 

Ship  of  Greek  registry. 


MAZATLAN 


ACAPULCO 


CARTAGENA 


COST^ 


•  Mail  to:  Costa  Cruises 

One  Biscayne  Tower,  Miami,  FL  33131 

Please  rush  brochure  on 

D  Caribbean  □  Trans  Panama  Canal  D  Alaska 

□  Mediterranean  D  World  &  Orient  cruises 


NAME 


CITY 

,  TELEPHONE  . 


.  STATE . 


.  /IP 
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business  degree  would  further  my 
chances  of  moving  up  into  middle  or 
upper  management,"  he  says.  "That 
hasn't  happened  yet.  I'm  not  utilizing 
one-third  of  my  skills."  In  more  than 
two  years  since  getting  his  M.B.A., 
Zgodinski  has  not  had  a  promotion. 

Regina  Smith,  a  26-year-old  labor 
relations  specialist  for  Alabama  Pow- 
er, has  had  little  joy  from  the  M.B.A. 
she  earned  at  Samford  University  (not 
Stanford,  mind  you)  in  Alabama  about 
a  year  and  a  half  ago.  She  thought  the 
degree  would  get  her  a  promotion  or 
at  least  additional  responsibilities.  "It 
was  wishful  thinking  on  my  part," 
she  says. 

Some  M.B.A.  students  point  to 
want  ads  calling  for  "M.B.A.s  only"  to 
justify  their  nightly  ordeal.  But  a  little 


checking  could  be  in  order  here.  A  few 
weeks  back,  for  example,  Julien  J. 
Studley,  Inc.,  a  fast-growing  New 
York-based  commercial  real  estate 
firm,  ran  newspaper  want  ads  stating 
that  only  M.B.A.s  need  apply.  Julien 
Studley,  a  self-made  man  who  never 
finished  high  school,  is  the  first  to  tell 
you  an  M.B.A.  isn't  required  for  the 
job.  So  why  does  he  ask  for  one?  Sim- 
ply as  a  screen.  "If  someone  writes  me 
and  says,  'I  don't  have  an  M.B.A.,  but 
would  be  terrific  for  you,'  that  really 
sets  off  a  light.  I'll  probably  want  to 
talk  to  him." 

So  what's  an  ambitious,  bright  em- 
ployee to  do?  Remember,  first,  that 
promotions  are  earned  on  the  basis  of 
performance,  not  credentials.  More- 
over, with  the  M.B.A.  already  de- 
based, "an  undergraduate  business  de- 
gree from  a  top  university  is  better 
than  an  M.B.A.  in  some  businesses, 
such  as  banking,"  says  John  Rosen- 
blum,  dean  of  the  University  of  Vir- 


gina's  graduate  business  school. 

For  those  with  an  unimpressive 
bachelor's  degree  looking  for  a  second 
chance,  there's  another  option — pur- 
suing an  advanced'degree  in  a  rigorous 
academic  discipline  such  as  econom- 
ics, engineering  or  the  sciences. 
"These  degrees  require  the  same  kind 
of  analytic,  critical  and  intellectual 
skills  used  in  making  business  deci- 
sions, "  says  Judy  Hoy  of  the  American 
Management  Associations. 

If  most  M.B.A.s  are  doomed  to  dis- 
appointment, their  employers  still 
have  plenty  of  ways  to  show  who  is  on 
the  fast  track.  Those  truly  anointed  by 
an  employer  are  often  picked  to  enroll 
in  executive  M.B.A.  programs,  given 
time  off  to  attend  classes  and  given 
strong  hopes  for  promotion  upon 
course  completion. 

"Most  of  them  are  here  because 
their  companies  want  them  to  be 
here,"  says  Walter  Fackler,  director  of 
the  University  of  Chicago's  much- 


The  mills  and  the  grinds 


It  looks  like  any  other  trade  show — complete  with 
colorful  banners,  glossy  brochures,  giveaways  and 
hard  and  soft  sells.  But  the  wares  on  display  at  an 
M.B.A.  Forum  in  Washington,  D.C.'s  Marriott  are  grad- 
uate business  school  programs,  not  widgets.  It  is  the 
first  of  five  such  two-day  events  this  fall  sponsored  by 
the  Graduate  Management  Admission  Council,  a  trade 
association  for  business  schools. 

Some  schools  waste  little 
time  making  an  intellectual 
case  for  their  programs.  "Most 
students  look  at  an  M.B.A.  as  a 
career-aid  measured  in  dollars, 
another  ticket  to  the  next 
$2,000  or  $5,000  raise,"  says 
Denis  Worley,  a  professor  re- 
cruiting for  tiny  Mary  Wash- 
ington College  in  Virginia.  "I 
don't  low-rate  the  idea  of  indi- 
viduals looking  for  the  bucks. " 

This  year  about  175  busi- 
ness schools  will  pay  from 
$240  to  $450  per  forum  to  par- 
ticipate in  events  in  New 
York,  Chicago,  Los  Angeles, 
Boston  and  Washington.  Prestigious  business  schools 
like  Dartmouth,  the  University  of  Chicago  and  Colum- 
bia stake  out  territory  alongside  lesser-knowns  like 
George  Mason  University  and  Atlanta  University  in 
search  of  customers. 

The  Loyola  College  recruiter  will  tell  you  no  work 
experience  is  necessary,  no  cutoff  score — everyone  is 
considered.  Just  pick  up  an  application,  fill  out  both 
sides,  include  a  resume  and  mail  with  the  $25  nonre- 
fundable check.  (Compare  that  with  Harvard's  ten- 
page,  seven-essay  application.) 

What  do  students  really  expect  from  the  programs? 
Here  are  some  comments  from  part-timers  at  Pace  and 


full-timers  at  Columbia. 
Pace  students: 

"I'm  a  secretary,  and  I'm  stuck.  I  am  doing  this  to  get  out 
of  the  secretarial  pool  and  to  get  into  marketing  or  general 
management"— Lynda  Forbes,  31,  secretary,  AT&T 
Communications. 

"It's  pretty  much  to  keep  up  with  the  Joneses  today.  A  lot  of 
positions  seem  to require the M.B.  A.  degree. " — AlfredDrouin, 
28,   senior  financial   analyst, 
Loral  International,  Inc. 

"I  have  a  liberal  arts  degree,  so 
I'm  going  because  there's  a  tre- 
mendous gap  in  my  business 
background.  Down  the  road,  I 
feel  the  M.B.A.  is  going  to  be  a 
requirement. " — Michael  Ker- 
rigan, 27,  program  system  ana- 
lyst, Shearson  Lehman/Amer- 
ican Express. 


Prospects  at  an  M.B.A.  Forum 
Like  any  other  trade  show 


Columbia  students: 

"Last  week  George  Ball  [CEO  of 
Pru-BacheJ  came  to  speak.  At 
work  he  would  sometimes  stand 

next  to  me  but  he  would  never 

talk  to  me.  At  this  presentation  he  was  trying  to  sell  to  me, 
rather  than  vice  versa. " — Alan  Schapiro,  25,  former  mar- 
keting representative  at  Prudential-Bache. 

"I  naively  thought,  If  you  work  hard,  you  will  get  promot- 
ed. '  I  was  a  secretary  in  the  executive  suite  at  McGraw-Hill, 
and  I  was  typecast.  I  don 't  ever  have  to  apologize  from  here 
on." — Laura  Boland,  37,  former  administrative  assis- 
tant to  CFO  of  McGraw-Hill. 

"In  New  York  there  are  so  many  M.B.As  on  the  market  that 
the  degree  no  longer  gives  you  a  competitive  edge.  It  is 
needed  to  be  equal.  The  difference  is  who  will  recruit  at  your 
school." — Karen  Siegler,  25,  former  staff  accountant  at 
Price  Waterhouse. — Matthew  Schifrin 
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NAP  Consumer  Electronic!  Corp. 
lorlh  American  Philip*  Company 


(sigh!)  We're  not  complaining,  but  it  does 
get  monotonous  having  to  tell  people  it's  re- 
ally a  Magnavox  every  time  they  see  a 
Magnavox.  Like  with  our  innovative  Video 
Camera  and  Stereo  VCR  Deck. 

The  Video  Camera,  a  mere  2.4  lbs.,  fits 
into  your  hand.  All  you  do  to  shoot  is  push  a 
button.  The  camera  is  so  sensitive  you  can 
shoot  from  the  light  of  a  birthday  candle. 
The  automatic  focus  guarantees  crisp,  clear 
pictures  every  time.  You  can  even  use 
35mm  lenses  for  special  effects. 

The  portable  Stereo  VCR  Recorder,  just 
7  lbs.  with  battery,  slips  out  of  the  docking 
tuner,  connects  to  the  camera  and  you're 
ready  to  shoot  anywhere  with  stereo  sound. 
For  TV  use  with  total  remote  control,  the 
recorder  slips  back  into  the  docking  tuner. 
Incidentally,  the  Magnavox  Stereo  VCR  al- 
lows the  unattended  recording  of  as  many 
as  8  events  during  a  14-day  period. 
Ready  for  more?  Most  port- 
able VCR's  have  only  2 
heads,  which  can  cause 
static  in  slow  motion  and 
fuzz  in  freeze  frame.  The 
Magnavox  Stereo  VCR 
with  4  heads  assures  you 
perfect  pictures  on  all  spe- 
cial effects. 

By  the  way,  having  read 
this  much,  you  might  think  you're  reason- 
ably equipped  to  recognize  your  next 
Magnavox.  Sure. 

MAGNAVOX 

America's  best  kept  secret. 


touted  executive  M.B.A.  program,  the 
oldest  in  the  nation. 

(But  even  executive  M.B.A.  pro- 
grams have  become  so  popular — 
"They've  been  popping  up  like  crazy 
because  they're  so  profitable/'  says 
Fackler — that  many  of  them  now  lack 
credibility.) 

So  the  next  time  Harvard  touts  the 
$40,000  salaries  (to  start)  of  its  recent 
business  school  grads,  remember  that 
the  top  business  schools  have  natural 
selection  working  for  them.  Their 
grads  would  doubtless  have  succeeded 
with  or  without  business  school.  The 
Harvard  M.B.A.s  recently  found  to 
represent  20%  of  the  top  executive 
corps  of  the  nation's  500  largest  firms 
are  there  because  they  are  highly  tal- 
ented and  skilled  achievers,  not  sim- 
ply because  of  their  M.B.A.s. 

And  bear  in  mind  that,  for  all  the 
CEOs  the  business  school  can  point 
to — from  Thornton  Bradshaw  of  RCA 
to  Philip  Caldwell  of  Ford — there  are 
others  who  have  had  a  fall  from  grace. 
Remember  William  Agee? 


Pace  M.B.A.  student  napping  in  the  library 
A  hard  day's  night,  for  years. 


Anihonv  SuauBlack  Staj  I 


Personal  Affairs 


Good  news,  bad  news  jokes  are  passe.  But 
someone  forgot  to  tell  the  IRS.  This  years 
tax  changes  both  giveth  and  taketh  away. 

A  final 
accounting 


By  William  G.  Flanagan 

At  least  three  meaty  changes  in 
the  tax  law  go  into  effect  this 
year,  which  amounts  to  good  news  for 
taxpayers. 

One  change  has  to  do  with  capital 
gains.  The  holding  period  for  gains 
and  losses,  as  of  June  22,  1984,  is  more 
than  six  months,  instead  of  more  than 
one  year.  So  stocks  bought  on  or  after 
June  22  require  special  scrutiny. 

If  you  have  gainers  bought  in  the 
last  few  days  of  June,  they  will  be 
eligible  for  capital  gains  tax  treatment 
(maximum  20% )  this  year. 


More  important,  however,  is  how 
the  shorter  holding  period  affects  any 
losses  you  may  have  on  securities  pur- 
chased after  June  22.  As  far  as  the 
taxman  is  concerned,  remember, 
short-term  losses  are  worth  twice  as 
much  as  long-term  losses.  You  can 
deduct  short-term  losses  dollar-for- 
dollar,  but  long-term  losses  get  you 
only  50  cents'  worth  of  deduction  for 
every  dollar  lost.  The  maximum 
amount  you  can  deduct  in  securities 
losses,  net  of  gains,  for  a  given  year  is 
still  the  same,  however — $3,000.  Any 
more  than  that  has  to  be  carried  into 
the  following  year  or  years.  Moral:  If 


you   have   losers    in   your   portfolic 
bought  after  June  22,  you  might  con.' 
sider  selling  before  year-end,  i.e.,  be 
fore    they    mature    into    long-term 
losses. 

Regardless  of  when  you  bought  se- 
curities, it's  always  a  good  idea  t( 
prune  your  portfolio  at  year-end  with 
tax  consequences  in  mind.  And  noto 
that  this  year  the  IRS  once  and  for  al< 
has  effectively  closed  the  loophole  or 
straddles  as  a  means  of  deferring  ini 
come,  whether  the  vehicle  is  com 
modities  or  options. 

A  second  big  change  has  to  do  will 
Keogh  contributions.  If  you  are  sell 
employed  or  receive  any  self-employ 
ment  income  (from  consulting,  freer 
lancing  or  in  directors'  fees,  for  exam 
pie),  the  news  is  good  indeed. 

As  of  this  year,  the  maximum  yo 
can  stuff  into  a  defined  contributio: 
Keogh  has  been  upped  to  20%  of  ne 
self-employment  income  or  $30,00( 
(So,  if  you  net,  say,  $150,000  a  yea: 
you  can  now  put  $30,000  aside.  Fo; 
merly,  the  limits  were  15%  of  ne 
earned  income  or  $15,000.) 

If  you  have  a  defined  benefit  plan- 
i.e.,  one  wherein  the  amount  receive 
each  year  upon  retirement  is  fixed- 
the  rules  are  also  different.  This  get 
very  tricky,  but  basically  the  IRS 
limiting  the  Keogh  deduction  eac 
year  to  an  amount  that  will  provide 
maximum  of  $90,000  a  year  upon  r< 
tirement.  Your  age  now  and  at  retin 
ment  have  to  be  factored  in.  But  f< 
some  successful  self-employeds,  tr 
defined  benefit  Keogh  plan  is  a  drean 
Example:  According  to  Nancy  Wei! 
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TWAs  Frequent  Right  Bonus  program. 
We'll  take  you  almost  anywhere  your  imagination  does. 


you  had  a  mile  for  every  business  meet- 
ig  you've  flown  to,  you  could  be  on  your 
;ay  to  Europe.  Australia.  Or  almost  any 
>ther  place  your  heart  desires.  Free. 

As  long  as  you're  a  member  of  TWAs 
requent  Right  Bonus  program.  Where 
ou  can  earn  free  flights  to  more  than 
70  cities  throughout  the  world.  Even 
ne  only  around-the-world  award. 

And  because  our  program  includes 
Eastern  and  Qantas  Airways,  you  can 
ven  fly  to  the  Caribbean.  New  Zealand. 
)r  South  America. 

We'll  upgrade  your  seat. 
Without  upping  the  price. 

Once  you're  a  member  and  have 


flown  us  for  a  while,  we'll  also  give  you 
a  Frequent  Flight  Bonus  Card,  which 
entitles  you  to  free  upgrades  to  TWAs 
roomy  business  class  on  our  domestic 
widebody  flights. 

Fly  with  us  even  more  and  you'll 
get  a  Gold  Privilege  Card,  which 
upgrades  you  to  business  class  on 
overseas  flights  and  First  Class  on 
domestic  flights  (when  available).  So 
you  can  lie  back  and  think  about  all  the 
miles  you're  accumulating. 

Enroll  now  by  calling  your  travel 
agent,  TWA  or  sending  in  the  coupon. 

At  TWA,  we  don't  just  promise  you 
the  world.  We  give  it  to  you. 


[? 


l_l 


Sign  me  up  for  your  program  and  send 
me  everything  I  need. 


il 


Name- 


U  S.  Address- 


City 

State- 


-Zip- 


Area  code Telephone  number 

Mail  to: 

TWA's  Frequent  Flight  Bonus  program 
P.O.  Box  767,  Murray  Hill  Station 
New  York,  NY  10156 
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YouYe  going  to  like  us 


MEET  OUR 
THOROUGHBREDS. 

If  you're  looking  for  a  group  of  publications  that  are  really  winners  and  know  exactly  where 
they're  heading,  you're  choice  is  Halsey's  AIR  GROUP  ONE.  If  you're  looking  for  quality  plus 
quantity  you  11  find  it  in  Delta  SKY" ,  AIRCAL,  Butler  SKYLITE,  BRANIFF  and  FRONTIER. 

Our  demographics  offer  the  most  affluent  readership  in  the  inflight  field,  and  when  it  comes 
to  the  quality  of  our  publications,  we're  truly  Number  One.  We  offer  color  on  every  spread, 
the  finest  in  coated  stock,  original  articles  in  each  publication,  continuous  story  make-up 
without  stories  jumping  to  the  back  of  the  book. 

We  would  love  to  give  you  all  the  facts  . . .  write  or  call  Alan  Winter  today  for  a  complete 
media  kit.  When  you  place  your  advertising  with  the  Number  One  Group  you're  betting  on 
the  odds-on  favorite  to  deliver  the  winning  results. 

HALSEY  PUBLISHING  CO.,  12955  Biscayne  Blvd..  North  Miami,  FL  •  (305)  893-1520 
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Personal  Affairs 


berg,  an  assistant  vice  president  with 
E.F.  Hutton  &.  Co.,  if  you  are  now  55 
and  plan  to  retire  at  65,  you  can  set 
aside  a  maximum  of  $77,910  per  year 
until  retirement,  and  you  will  then 
receive  $90,000  each  year  for  the  re- 
mainder of  your  life.  (Incidentally,  ac- 
tuarial tables  now  say  that  if  you  are 
55  and  retire  at  65,  your  life  expectan- 
cy at  65  is  15  years.) 

But  note:  These  Keogh  sweeteners 
could  pose  a  bit  of  a  dilemma  for  a  lot 
of  self-employeds  who  have  flexibility 
in  how  much  they  pay  themselves 
each  year.  Do  you  want  to  pay  your- 
self so  much  that  you  can 
make  the  maximum 
Keogh  contribution?  For 
the  bigger  your  Keogh 
contribution,  the  more 
taxable  income  you  must 
report. 

If  you  are  an  IRA  plan 
holder,  remember  this 
change:  The  final  date  for 
making  your  1984  contri- 
bution is  now  the  date 
you  file  your  tax  return, 
not  including  extensions. 
So,  if  you  are  a  last-min- 
ute filer,  you  have  to  fund 
your  IRA  no  later  than 
Apr.  15.  Previously,  you 
could  postpone  that  con- 
tribution via  extensions. 
Of  course,  it  makes  little 
sense  putting  off  your  IRA 
contribution  at  all.  In  fact, 
you  might  consider  mak- 
ing your  1985  IRA  contri- 
bution as  early  as  possible 
next  year,  so  the  money 
can  grow  in  a  tax-free  en- 
vironment for  as  long  as 
possible. 

The  third  major  change 
to  the  good  has  to  do  with 
income  tax  rates.  In  general,  rates  are 
about  5%  lower  than  last  year. 

If  you  have  routinely  thought  of 
yourself  as  being  in  the  50%  tax 
bracket,  you  might  now  be  mistaken. 
The  income  tax  brackets  that  apply  to 
fifty-percenters  have  risen  substan- 
tially. If  you  are  single,  for  example, 
the  limit  has  been  upped  from 
$55,300  to  $81,800;  for  head  of  house- 
holds, it  has  risen  from  $81,800  to 
$108,300;  and  for  a  married  person 
filing  jointly,  it's  up  from  $109,400  to 
$162,400  in  order  to  be  in  the  maxi- 
mum tax  bracket. 

Further,  starting  in  1985,  indexing 
of  the  tax  tables  will  kick  in.  That 
will  mean  a  4%  boost  next  year  in  the 


personal  exemption  (now  $1,000);  the 
standard  deduction  (now  $1,700, 
$2,300  and  $3,400  depending  upon  fil- 
ing status);  and  the  bottom  and  top 
lines  of  every  rate  bracket. 

Now  the  bad  news.  The  biggest 
kick  in  the  butt  is  the  change  regard- 
ing income  averaging.  If  you  had  a 
particularly  good  year,  you  won't  get 
as  much  of  a  break  on  taxes  as  you  did 
in  the  past  by  income  averaging. 
The  specifics  are  too  com- 


plex to  go  into  here,  but  if  1984  was  an 
extraordinary  year,  and  1985  is  not 
likely  to  be,  it  will  be  to  your  benefit 
to  accelerate  whatever  income  you 
can  into  1984  and  defer  deductions 
into  1985.  This  is  just  the  opposite  of 
what  we  all  normally  try  to  do — defer 
income  into  the  next  year  and  acceler- 
ate deductions. 

Social  Security  benefits  may  now 
be  taxed.  No  big  deal  if  you  are  still 
working,  but  if  you  have  one  or  both 
parents  receiving  benefits,  they  are 
likely  to  howl  when  they  sit  down 
and  file  their  taxes.  Be  prepared  to 
handle  their  beef,  which  is  a  valid  one. 
Starting  in  1984,  up  to  half  the  bene- 
fits will  be  taxable  if  the  recipient's 


gross  income  exceeds  $25,000  if  sin- 
gle, and  $32,000  if  married  and  filing 
jointly. 

And  note:  Tax-exempt  interest 
counts  in  determining  that  threshold. 
That  the  elderly  should  suddenly  be 
taxed,  in  effect,  on  such  things  as  mu- 
nicipal bond  income  is  bound  to  cause 
a  problem  next  year  after  a  lot  of  retir- 
ees sit  down  and  discover  what  has 
happened.  Watch  the  fur  fly. 

Speaking  of  people  getting  by  on 
fixed  incomes,  remember  the  interest 
exclusion  we  were  promised  a  few 
years  ago?  The  lagniappe  for  savers? 
Well,  it's  been  nipped  in  the  bud.  As 
of.  1985,  up  to  $450  of  interest  income, 
or  $900  for  joint  filers,  would  have 
been  excluded  from  tax 
able  income.  The  1984  tax 
law  killed  that  provision 
Here  are  some  other 
new  provisions  to  keep  in 
mind: 

•  Alimony.  A  divorced 
spouse  can  make  an  IRA 
contribution  on  the  basis 
of  alimony  starting  in 
1985. 

Another  change  affect 
ing  alimony:  As  of  Jul) 
1984,  property  settle 
ments  can  be  nontaxable 
events.  If  you're  heading 
for  a  split,  see  your  ac 
countant  before  you  see 
your  lawyer.  Indeed,  thai 
visit  may  change  you) 
mind  about  seeing  you 
lawyer. 

•  Charitable  contribu 
tions.  You  are  allowed  t( 
deduct  more — 30%  comi 
pared  with  20% — of  you 
cash  contributions  to  pri 
vate  foundations. 

•  Medical  expenses 
You  can  now  deduct  lodg 
ing  away  from  home,  i 
you  travel  to  secure  medi 
cal  care.  Lodging  costs  ar 

limited  to  $50  per  night  for  the  paj 
tient  and  each  individual  who  mus 
accompany  the  patient. 

All  these  changes  are  new  this  yea: 
and  are  only  some  of  the  things  t 
bear  in  *  mind  come  year-end.  C 
course,  if  you  are  subject  to  the  altei 
native  minimum  tax,  or  if  you  ai 
contemplating  a  major  tax-deductibl 
purchase  (such  as  a  computer  for  pa 
tial  or  total  business  use),  or  if  you  ai 
in  line  for  a  year-end  bonus  you  migl 
be  able  to  defer,  by  all  means  mak 
the  appointment  to  see  your  tax  coin 
selor  soon.  After  Jan.  1  about  the  onl 
thing  you  can  do  about  your  tax  liabi 
ity  is  curse. 
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rHERES  SOMETHING  TO  BE  SAID 
:OR  A  MAN  WHO  WEARS  GOLD. 

!  demands  the  finest  life  has  to  offer.  To  him,  gold  is  more  than  a  luxury;  it's  an  essential  part  of  his  wardrobe  Don't  you 
yee?  Then  consider  a  signet  ring,  with  your  choice  of  engraving,  in  14K,  18K  or  24K  gold.  (RS.  Wouldn't  she  love  one  too?) 
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Nothing  else  feels  like  real  golcTO 


DetaikDe 


One  of  the  big  things  people  notice 
about  the  Volvo  760  GLE  are  all  the  little 
things  it  has. 

Dozens  of  thoughtful  little  touches  that 
don't  become  apparent  until  you've  owned 
the  car  awhile. 

None  of  these  details  by  itself  is  reason 
enough  to  buy  a  car. 

But  would  you  really  want  to  buy  a  car 
from  a  company  that  decided  to  leave 
them  out? 

1  Volvo's  front  driver's  seat  automati- 
•  cally  heats  up  when  the  tempera- 
ture falls  below  50  °E  The  passenger  seat 
also  warms  up  at  the  touch  of  a  switch. 

2   The  rear  shock  absorbers  automat- 
•  ically  adjust  themselves  to  provide 
a  level  ride  even  when  the  trunk  is  heavily 
loaded. 

3  The  overhead  dome  light  in  a  Volvo 
•  has  a  delayed  shut-off,  so  you  still 
have  light  while  you're  buckling  seat  belts 
and  putting  the  key  in  the  ignition.  And 
speaking  of  lights,  we  have  a  lot:  rear  read- 
ing lights,  map  lights,  a  light  in  the  trunk, 
and  a  light  under  the  hood.  There's  even  a 
little  light  that  tells  you  when  a  headlight  or 
taillight  is  out. 

4  The  remote-controlled  outside  rear- 
•  view  mirrors  are  heated  to  prevent 
the  build  up  of  ice  and  snow. 

5   The  rear  window  defogger  is 
•  equipped  with  alimer.  It  turns  itself 
off  in  case  you 
forget  to. 


6  Tubular  steel  bars  are  built  inside 
•  front  and  rear  doors  to  help  protect 
you  in  a  collision.  The  inside  edges  of  the 
doors  have  red  warning  lights  so  other  driv- 
ers can  see  open  doors  at  night. 

77   A  Volvo  has  six  brakes.  One  power- 
•    assisted  disc  brake  on  each  wheel. 
And  a  separate  set  of  parking  brakes.  Our 
dual  triangular  split  braking  system  gives 
you  80%  of  your  stopping  power  even  if  one 
brake  circuit  should  fail. 

8  There  are  padded  head  restraints 
•  on  rear  as  well  as  front  seats. 

9  In  areas  where  the  paint  is  most 
•  likely  to  get  scratched,  the  zinc  plat 
ing  underneath  "bleeds"  to  fill  in  the  scratch 
and  prevent  rusting 

"1  f\  The  doors  open  wide  (to  an  angle  o 
JAy.  nearly  70°)  to  make  getting  in  and 
out  easier. 

nThe  engine's  fuel  injection  system 
•  automatically  adjusts  for  changes 

in  barometric  pressure,  temperature  and 

humidity. 

"1  O  The  front  bucket  seats  have  adjust- 
XZl.  able  lumbar  supports  to  ease  back 

strain. 
1  Q   The  leather  for  the  seats  is  supplier 
-LO.  by  the  same  renowned  firm  that 

supplies  the  leather  for  another  luxury  car. 

The  Rolls  Royce. 


Lils,  Details. 


M  Fifteen  separate  vents  inside  the 
•  car  assure  the  even  distribution  of 
ir.  The  air  is  changed  four  times  a  minute 
ven  when  the  car  is  standing  still. 
"1  CT    Automatic  Climate  Control  system. 
lxJ*  You  dial  the  temperature,  the  sys- 
em  keeps  it  constant. 

1  /?   There  are  nine  storage  areas  inside 
JLvJ.  a  Volvo  760  GLE,  including  one  in 
he  folding  armrest  in  the  center  of  the 
>ackseat. 

"1  'T  Cruise  control  is  standard.  It's  one 
!/•    more  way  Volvo  makes  highway 
Iriving  less  tiring. 

1 Q  Cross  members  inside  the  front 
JjO*  seats  prevent  "submarining7'  (slici- 
ng under  seat  belts)  in  the  event  of  a  crash. 
1 Q  The  power-assisted  steering  sys- 
Aj*j  •  tern  has  fewer  moving  parts 
>etween  you  and  the  road.  This  lets  you 
feel'  more  contact  with  the  road  than  ordi- 
lary  steering  systems  do. 


Of\   The  interior  is  economically - 
Lj\J»  designed  so  that  95%  of  America's 
adult  population  can  reach  all  the  controls 
without  bending. 

a    The  hood  swings  up  at  a  90°  angle 
•  to  make  servicing  easier. 
O  O  The  fuel  tank  is  located  in  front  of 
LjLj.  the  rear  axle  for  added  safety  in  a 
rear  end  collison. 

OO   The  audio  system  has  four  speakers, 
^/O.  two  in  front,  two  in  back.  There's  an 
amplifier  for  each  set  of  speakers.  25  watts- 
per-channel  in  the  front.  40  watts-per- 
channel  in  the  back.  A  graphic  equalizer 
lets  you  balance  the  tone  to  your  own  taste. 
O  A    The  power  sunroof  tilts  as  well  as 
^/T".  slides. 

O  [T    Last,  but  not  least,  the  most  impor- 
£j\J.  tant  detail  of  all.  The  little  name- 
plate  on  the  front  that  tells  you  the  760  GLE 
is  built  by  a  company  thafs  been  paying 
attention  to  details  for  over  half  a  century. 


The 700  Series  by  Volv< 
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Edited  by  Pamela  Sherrid 


Learning  the  hard  way 


Iast  month  Knoware,  Inc.,  a  fledg- 
lling  software  firm,  went  bankrupt. 
Just  another  casualty  in  a  fast-chang- 
ing business — but  a  disappointment 
nonetheless  for  Archie  McGill,  53. 
For  the  past  year  he  has  headed  ven- 
ture capital  operations  at  Rothschild 
Inc.'s  U.S.  investment  arm.  Knoware, 
funded  by  Rothschild,  has  McGill  as 
its  chairman. 

Sure,  the  $1  million  writeoff  was 
only  a  drop  in  Rothschild's  Olympics- 
size  pool  of  funds,  and  the  original 
decision  to  invest  was  made  before  its 
new  boss  came  on  the  scene.  But 
McGill,  with  little  venture  capital  ex- 
perience, could  surely  use  a  quick  suc- 
cess. "He's  got  a  big  reputation,  and 
people  want  to  see  him  fall  on  his 
face,"  says  one  competitor. 

At  33,  McGill  was  the  youngest 
IBM   vice   president   ever.   Then   he 


joined  AT&T  to  help  with  marketing 
and  rose  to  top  its  deregulated  tele- 
communications operations.  But 
McGilPs  aggressive  style  ruffled  bu- 
reaucratic feathers.  He  moved  to 
Rothschild  Ventures,  Inc.  last  year 
rather  than  take  a  transfer.  Now  he 
believes  that  small  is  beautiful,  at 
least  in  new  markets:  "Big  companies 
need  new  products,  but  it  takes  them 
20  years  to  do  it  themselves." 

McGill  says  Rothschild,  which 
backed  successes  such  as  Federal  Ex- 
press and  Cray  Research,  has  a  $300 
million  portfolio  brimming  with  po- 
tential. But,  even  though  he  has  re- 
cently put  $30  million  into  startup 
companies  in  biotechnology  and  tele- 
communications, McGill  is  rethink- 
ing the  firm's  traditional  role.  One 
alternative:  Take  big  stakes  in  bat- 
tered public  companies  and  aim  to 


boost  market  value. 

Supersalesman  McGill  is  also  lur- 
ing lots  of  new  business.  One  of  his 
biggest  accounts  is  New  York  State's 
pension  funds,  which  last  year  were 
allowed  to  invest  up  to  5%  of  their 
assets  in  venture  capital.  Two  state 
funds  have  already  taken  a  $30  mil- 
lion flyer  with  McGill,  and  soon 
they'll  add  another  $30  million. 
McGill  is  also  talking  with  New  York 
City  Deputy  Mayor  Ken  Lipper  about 
setting  up  a  $100  million  research 
center  for  medical  and  biotech  ven- 
tures in  northern  Manhattan. 

Rothschild  is  required  to  invest  the 
New  York  pension  money  in  New 
York  deals.  But  that  might  not  be  a 
problem.  Like  most  venture  capital- 
ists, McGill  now  prefers  to  keep  his 
funds  in  companies  that  are  close  at 
hand.  Knoware,  after  all,  had  its  head- 
quarters in  faraway  Cambridge, 
Mass.— Gary  Slutsket 

And  now  the  bad  news 

October   was   a   "win   some,    lose 
some"  month  for  Robert  Cran- 
dall,  president  of  American  Airlines. 
On  the  plus  side,  Crandall,  48,  got  a 
little  closer  to  achieving  one  of  his 
fonder  dreams:  seeing  archrival  Bran- 


334 


FORBES,  NOVEMBER  19,  19 


Swiss  Bank  Corporation: 


When  it's  time  to  rethink 
your  banking  relationships. 


"Sometimes  you  have  to  be  both 
conservative  and  innovative. " 
Joel  H.  Stewart, 
Senior  Vice  President 

It  is  always  the  right  time  for  the 
basic  virtues— prudence,  sound- 
ness, reliability  and  integrity.  At 
Swiss  Bank  Corporation  we  have 
always  understood  this. 

But  in  today's  challenging  markets, 
we  also  know  the  value  of  re- 
sponding creatively  to  change, 
because  innovation  and  flexibility 
are  essential  to  long-term  banking 
relationships.  And  being  conserva- 
tive, we  tend  to  identify  with  our 
long-term  customers  while,  at  the 
same  time,  always  considering  and 
generating  new  ideas. 

We  have  the  experts,  the  resources 
and  the  international  network  to 
put  at  your  disposal.  So  as  you 
rethink  your  banking  relationships, 
think  about  having  the  key  Swiss 
bank  on  your  side— Swiss  Bank 
Corporation. 


Swiss  Bank  Corporation 

Schweizerischer  Bankverein 
Societe  de  Banque  Suisse 

The  key  Swiss  bank 


■oneral  Management  in  CH-4002  Basle,  Aeschenplatz  6,  and  in  CH-8022  Zurich,  Paradeplatz  6.  Over  200  offices  throughout  Switzerland  Main  Office  JJ.S.A.: 
lew  York,  Four  World  Trade  Center,  10048,  212/938-3500.  Branches:  Chicago,  Three  First  National  Plaza,  60602,  312/346-0350  and  San  Francisco,  101  California 
street,  94111,  415/774-3300.  Agency:  Atlanta,  235  Peachtree  St.  N.E.,  30303,  404/522-1600.  Representative  offices:  Houston,  One  Allen  Center,  77002, 
13/658-0561;  Los  Angeles,  800  W  Sixth  St.,  90017,  213/489-5900. 


- 


Will  van  Overfaeek 


he  acknowledged  that  dealing  with 
the  feds  is  not  his  favorite  pastime.  "I 
get  nervous  when  I  get  a  parking  tick- 
et," Crandall  allowed. — Jerry  Flint 

The  world 
according  to  Garth 

Ask  Garth  Marston  about  the  plight 
iof  the  nation's  thrift  institutions, 
and  he  gets  positively  oracular.  "In 
the  secondary  markets,"  he  pro- 
claims, "there  is  truth." 

Heady  stuff  from  the  man  who  runs 
Boston's  Provident  Institution  for 
Savings  (assets,  $1.2  billion).  But  Mar- 
ston, 58,  who  served  as  chairman  of 
the  Federal  Home  Loan  Bank  Board 
under  Presidents  Ford  and  Carter, 
likes  thinking  about  the  big  picture. 

Lately,  in  fact,  he's  been  pondering 
one  of  his  industry's  most  painful 
headaches:  the  prepayment  problem. 


Faces  j 
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Robert  Crandall  of  American  Airlines 
A  conversation  that  just  won't  die. 

iff  on  the  ground — permanently.  De- 
spite the  backing  of  Chicago  mogul 
Jay  Pritzker,  ailing  Braniff  announced 
that  it  is  reducing  its  fleet  and  sus- 
pending service  to  many  cities. 

But  Crandall  isn't  bragging  about 
all  this.  "We  have  a  long-standing 
policy  of  not  talking  about  Braniff," 
says  an  American  spokesman.  And  no 
wonder.  Crandall's  bad  news  last 
month  stems  from  being  loose-lipped 
with  the  competition. 

Remember  that  titillating  February 
1982  phone  call  between  Crandall  and 
former  Braniff  President  Howard  Put- 
nam? The  conversation  in  which 
Crandall,  who  never  hesitates  to  use  a 
four-letter  word,  said  "Raise  your  [ex- 
pletive deleted]  fares  20%.  I'll  raise 
mine  the  next  morning."  Putnam 
made  a  tape  of  the  call,  which  eventu- 
ally wound  up  with  the  Justice  De- 
partment. Officials  later  accused 
Crandall  of  trying  to  fix  prices. 

In  September  of  1983  a  federal  judge 
in  American's  hometown  dismissed 
the  civil  suit.  But  the  government 
didn't  give  up.  Last  month  the  U.S. 
Court  of  Appeals  in  New  Orleans 
reinstated  the  complaint.  The  feds  are 
not  seeking  merely  to  slap  wrists,  ei- 
ther. The  Justice  Department  wants 
Crandall  suspended  from  his  job  for 
two  years. 

Crandall,  who  has  shaped  Ameri- 
can into  the  most  successful  old-line 
carrier  since  coming  aboard  in  1973, 
clearly  prefers  to  slug  it  out  in  the 
marketplace,  not  the  courtroom.  A 
few  years  ago,  when  a  federal  grand 
jury  was  investigating  American's 
competitive  practices  against  Braniff, 
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When  interest  rates  fall,  homeowners 
with  30-year  fixed-rate  mortgages 
rush  to  refinance.  That's  great  for 
them,  because  most  don't  have  to  pay 
a  big  penalty.  But  it's  a  wrench  in  the 
works  for  the  mortgage  investors  who 
wanted  to  lock  in  high  returns. 

This  inequity,  says  Marston, 
spooks  the  all-important  secondary 
markets.  That's  why  Ginnie  Maes 
and  Fannie  Maes,  the  huge  pools  o) 
mortgages  sold  to  investors,  tend  tc 
yield  more  than  other  government 
guaranteed    bonds.    The    return    on 


Garth  Marston,  chairman  of  the  Provident  Institution  for  Savings 
Thinking  about  the  big  picture. 
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There  js 
a  better  way... 


mal  freight  service 
e  of  a  family  of  transportation 
ces  offered  by  The  CF  Company, 
oliaated  Freightways,  Inc. 


In  regional  freight  service,  CF  companies 
have  shown  the  way:  In  the  East,  Penn 
Yan  Express,  a  well-established  name 
now  benefiting  from  the  resources  of  The 
CF  Company.  In  the  Midwest,  Con-Way 
Central  Express,  the  fastest-growing  new 
carrier  serving  the  Great  Lakes  states.  In 
the  West,  Con-Way  Western,  connecting 
the  key  markets  of  California,  Arizona, 
and  Nevada. 


These  subsidiaries  of  The  CF  Company 
have  brought  a  new  spirit  of  competition 
to  this  market.  Now,  regional  trucking  will 
never  be  the  same:  it  will  benefit  from 
technological  breakthroughs  in  communi- 
cations, from  fleet  and  terminal  resources, 
and  from  financial  stability  as  never  before. 

Land,  sea,  or  air,  there  is  a  better  way  of 
moving  your  freight.  It's  a  tradition  at  The 
CF  Company — throughout  North  America 
or  worldwide.  Telex  II  910-373-2105 


hdated  Freightways  Motor  Freight  •  CF  A  ir  Freight  • 
turn  Freightways  •  CF  Forwarding  •  CF  A  rrowhead  ■ 
Vay  Western  Express  •  Con-Way  Central  Express  • 
Yan  Express  •  CF  Export-Import  Services 


The  Service  Company 


Company 
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those  securities  is  uncertain:  It  varies 
over  time,  depending  on  how  many 
mortgages  in  each  pool  are  yanked  out 
by  homeowners  deciding  to  refinance 
at  lower  rates. 

"Major  sources  of  funds  just  won't 
tolerate  noneconomic  artificialities," 
Marston  insists.  "You're  shutting  off 
a  significant  supply  of  funds." 

Marston's  solution  is  to  treat  long- 
term  fixed-rate  mortgages  exactly  like 
bonds.  This  means  forcing  homeown- 
ers to  recognize  the  market  value  of 
their  mortgages  if  they  prepay.  Thus, 
if  rates  fall,  a  mortgage  owner  who 
wants  to  refinance  would  have  to  pay 
a  penalty,  and  if  they  rise,  he'd  receive 
a  premium.  How  much  of  either? 
Marston  would  determine  the  figure 
by  using  standard  bond  tables.  The 
scheme  would,  he  says,  bring  more 
money  into  the  mortgage  markets. 

Very  interesting,  but  isn't  this  solu- 
tion long  on  sense  and  short  on  poli- 
tics? Aren't  mortgages  sacrosanct, 
like  Mom  and  apple  pie? 

Marston,  who  has  been  peddling 
this  scheme  in  Washington,  points 
out  that  his  reform  plan  would  allow 
thrift  institutions  to  knock  0.4%  to 
0.5%  off  the  cost  of  their  fixed-rate 
loans.  But  "it's  clear,"  he  says  in  mag- 
nificent understatement,  "that  it 
would  take  considerable  pushing  to 
get  this  done." — Laura  Saunders 

The  age  of  the  designer 

When  the  fuel  shortage  forced  Detroit 
to  make  small  cars,  automobile  de- 
signers didn't  have  much  time  or 
many  ideas.  GM's  styling  chief  be- 
grudgingly  dubbed  the  task  "tailor- 
ing for  a  dwarf. "  But  good  mileage  is 
no  longer  enough.  New  cars  don't  all 
look  alike,  and  each  of  the  big  three 
manufacturers  has  a  plan  to  become 
the  styling  leader.  Below,  communi- 
ques from  the  design  front  in  Detroit. 

Round  is  beautiful 

At  Ford  Motor  Co.  the  word  is 
/'aerodynamic."  Competitors  call 
it  the  jelly-bean  look.  But  whatever 
the  name,  Ford  is  pushing  hard  to 
make  its  look  the  look  of  the  1980s. 
Long  hoods,  straight  sides  and 
squared-off  roofs — remember  the  first 
Mustang? — are  distinctly  out  of  style 
in  Dearborn. 


"We  will  never  go  back  to  boxes 
again,"  says  Jack  Telnack,  47,  Ford's 
chief  design  executive  for  North 
American  automotive  operations. 
"Boxy  cars  were  just  selling  so-so.  We 
said,  'We  can't  do  any  worse,  so  let's 
try  something  new.'  " 

Telnack's  team  stuck  out  its  neck 
in  1983.  Five  new  models  (Topaz, 
Tempo,  Cougar,  Thunderbird  and 
Mark  VII)  were  round  and  Rubens- 
esque — aerodynamic,  if  you  please. 

Early  returns  are  encouraging.  The 
new  cars  have  grabbed  6.1%  of  the 
market,  up  from  4.3%  for  comparable 
models  in  1982.  So  Telnack,  who's 
been  designing  at  Ford  for  26  years, 
isn't  worrying  about  the  competition 
calling  him  names.  "They  have  to  use 
derogatory  terms  like  jelly  bean  just 
to  fend  us  off,"  he  says. 

Jack  Telnack  of  Ford 
"We'll  never  go  back  to  boxes." 


Telnack,  who  designed  for  Ford  in 
Europe  and  Australia,  points  out  that 
aerodynamic  cars  have  been  popular 
outside  the  U.S.  for  years.  It  took  the 
disastrous  runup  in  gasoline  prices,  he 
says,  to  make  Americans  see  the  con- 
nection between  efficient  design  and 
fuel' efficiency. 

Lucky  for  Telnack,  today's  top 
managers  at  Ford  won  their  spurs  in 
Europe,  too.  "Earlier,  many  of  the  top 
executives  were  born  and  bred  in  De- 
troit and  just  did  not  understand  what 
we  were  trying  to  do,"  he  explains. 

What  they  are  trying  to  do,  of 
course,  is  more  than  create  a  snappy 
look.  The  larger  aim  is  to  reduce  wind 
resistance.  As  a  result,  the  average 
coefficient  of  drag  of  Ford  cars  this 
year  is  about  0.40,  vs.  0.51  in  1977. 
Telnack  claims  that  by  1990  all  Ford 
cars  will  have  efficient  face-lifts. 

There  are  risks,  of  course.  The  Euro- 
pean Sierra,  introduced  in  1982,  was 
Ford's  first  full-blown  aerodynamic 
effort.  Sales  so  far  are  disappointing. 
But  Telnack  is  sure  Ford's  new  look 
will  prevail  and  that  the  competition 
will  follow.  "They  can't  continue  to 
look  boxy,"  he  predicts.  "They're  just 
two  years  late."— Katharine  Blood 

Gimme  a  K 

Y'ou  won't  find  any  Chryslers  look- 
ing like  potatoes,"  says  Don  Dej 
LaRossa,  the  62-year-old  vice  presi- 
dent of  product  design  at  Chryslei 
Corp.  "I  think  there  is  a  need  for  i 
subtle  and  evolutionary  approach  tc 
aerodynamics."  Chrysler's  cars  wil 
get  rounder  as  the  years  roll  by.  Bir 
Ford  has  gone  too  far,  too  fast,  he  says 
"You  don't  want  to  do  anything  tha 
interferes  with  the  success  of  tb 
older  body." 
That's  one  way  to  look  at  it.  Bu 


Ford  Thunderbird 
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Plymouth  Voyager 


Don  DeLaRossa  of  Chrysler 
Vo  potatoes  here. 


sometimes  you  make  do  with  what 
you  have  got.  This  is  the  real  story  at 
Chrysler. 

Remember  a  few  years  ago  when 
Lee  Iacocca  took  over?  Chrysler  had 
only  one  new  model  in  the  works. 
The  K-car  was  a  box,  a  plain,  square 
box,  although  it  did  have  front-wheel 
drive  and  the  best  four-cylinder  en- 
gine in  the  business. 

Iacocca  told  his  designers  to  saw  off 
the  roof.  They  got  a  convertible,  and  it 
sold.  Then  they  stretched  the  ends 
and  got  a  longer,  higher-priced  K-se- 
dan.  Then  they  squashed  it  a  little, 
chopped  a  bit,  smoothed  the  lines  and 
created  a  sports  car. 

Finally,  and  best  of  all,  they  pulled 
the  roof  up  and  got  the  minivan,  the 
biggest  winner  in  the  auto  world  this 
year.  With  the  Plymouth  Voyager  and 
the  Dodge  Caravan,  Chrysler  not  only 


beat  General  Motors  and  Ford  but  it 
also  beat  the  Japanese.  "Having  some- 
thing fresh  in  the  marketplace  was 
one  of  the  dominant  attractions," 
says  DeLaRossa. 

Chrysler  has  sold  135,391  of  its 
minivans  since  January,  and  there  is 
still  a  four-month  wait  for  delivery. 
GM  and  Ford  are  one  to  two  years 
behind,  with  less  desirable  rear-wheel 
versions.  The  company's  only  mis- 
take was  not  committing  to  more  pro- 
duction sooner.  "The  K-cars  are  what 
made  our  turnaround  possible.  The 
Caravan  and  the  Voyager  were  the 
clinchers,"  says  DeLaRossa,  one  of 
the  gang  of  former  Ford  executives 
that  a  vengeful  Iacocca  rallied  to 
Highland  Park. 

After  31  years  at  Ford,  including  10 
years  working  on  van  designs,  DeLa- 
Rossa retired  in  1978,  at  55.  Then, 
only  a  year  later,  Iacocca,  who  had 
been  fired  by  Henry  Ford  II,  asked  him 
to  join  the  team  at  Chrysler. 


DeLaRossa  jumped  at  the  chance. 
Retirement  in  Baton  Rouge,  he  ex- 
plains, was  just  too  dull.  But  when 
Chrysler's  design  chief  finally  does 
retire,  he  won't  hurt  for  cash.  DeLa- 
Rossa was  the  last  Ford  employee  to 
leave  for  a  job  at  a  competitor  without 
forfeiting  his  Ford  pension.  Annoyed 
with  all  the  defections  to  Chrysler, 
Ford  changed  the  rules  shortly  after 
DeLaRossa  left.— K.B. 

Turkish  delight 

[anagement  didn't  say  no,  so  we 
thought  it  must  be  yes,  and  we 
started  designing  the  car,"  says  Hulki 
Aldikacti  with  a  laugh.  The  designer, 
who  came  to  the  U.S.  from  Turkey  to 
study  engineering,  and  stayed,  is  the 
man  behind  the  Pontiac  Fiero.  It  is  a 

Hulki  Aldikacti  of  General  Motors 
The  affordable  sports  car. 


Pontiac  Fiero 
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We  are  not  AT&T  anymore.  The  rules  have 
changed.  And  so  have  we. 

As  the  holding  company  for  Mountain  Bell, 
Northwestern  Bell  and  Pacific  Northwest  Bell,  we 
welcome  our  new  competitive  environment  with  a 
new  and  competitive  organization. 


We  have  learned  from  our  past  that  regul; )« 
cannot  shelter  us  from  competition.  So,  today,  * 
ever  we  find  competition,  we  advocate  deregul  w 
It  is  our  belief  that  our  customers  and  our  s  « 
owners  are  best  served  by  the  laws  of  the  market  P 

Start  thinking  of  us  as  a  growth  company.  I  * 


:n't  already,  you  will  soon.  We  are  not  a  utility. 
I  we  are  not  acting  like  one. 

Find  out  how  we're  different  than  the  other  com- 
es created  by  divestiture.  For  a  32  page  report, 
1-800-828-2400  or  write  US  WEST  Report,  7800 

Orchard  Road,  Englewood,  Colorado  80111. 


LVSWEST 

Mountain  Bell.  Northwestern  Bell.  Pacific  Northwest  Bell. 
And  a  growing  number  of  unregulated  companies. 


WHAT'S 

CUT-RATE  REINSURANCE 

REALLY  WORTH? 


Dollar  for  dollar,  nothing  beats 


6 


the  quality  and  security  of  General  Re. 


General 


America's  Largest  Reinsurer 


■ 


General  Reinsurance  Corporation,  600  Steamboat  Road,  Greenwich.  Connecticut  06830  ©  1984 GB 

Atlanta.  Chicago,  Columbus.  Dallas.  Des  Moines.  Hartford.  Kansas  City.  Los  Angeles.  New  York.  Philadelphia.  St  Paul.  San  Francisco.  Seattle.  Montreal  andToroni 


._ 
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iging  success  for  General  Motors  and 
ae  bestselling  two-seat  sports  car  in 
le  world. 

His  little  ploy — they  didn't  say  no, 
o  we  thought  it  must  be  yes — is 
traight  out  of  the  John  De  Lorean 
chool  of  management.  That's  how 
)e  Lorean,  who  was  a  pretty  fair  auto- 
lan  before  he  hit  the  bad  days, 
ushed  the  famous  GTO  through 
General  Motors  back  in  1964.  In  fact, 
)e  Lorean  and  Aldikacti  worked  to- 


gether at  Packard  in  the  1950s.  De 
Lorean  brought  Hulki  over  to  General 
Motors  in  1956. 

Since  the  move,  Aldikacti,  60, 
has  been  involved  with  many  Pontiac 
sports  car  designs  that  never  got  off 
the  drawing  board.  At  first,  in  fact, 
management  wanted  the  Fiero  to  be  a 
high-mileage  "commuter  car."  Fuel 
economy  is  still  a  selling  point,  be- 
cause a  four-cylinder  engine  lets  the 
zippy  roadster  get  27  miles  per  gallon 
in  the  city  and  47  on  the  highway.  But 
Hulki  aimed  for  an  affordable  cross 
between  Chevy's  Corvette  and  exotic 
Italian  cars  such  as  Lamborghini  and 
Ferrari — too  expensive  for  anyone  but 
rock  stars  and  cocaine  dealers. 

The  magic  worked.  Hulki  says  GM 
figured  on  selling  only  30,000  Fieros. 
But  in  the  1984  model  year  eager  pur- 


chasers snapped  up  99,705 — a  record 
for  a  two-seater.  In  a  few  months  Pon- 
tiac will  offer  an  optional  V-6  engine, 
making  the  Fiero  a  real  contender  at 
the  stoplights. 

In  addition  to  its  other  charms,  the 
car  sports  a  plastic  body.  "A  young 
person  can't  afford  body  shop  repairs 
and  must  be  able  to  fix  the  car  with  a 
$19.95  Sears  toolbox,"  Aldikacti  ex- 
plains. "On  a  Fiero,  you  can  do  90%  of 
the  maintenance  yourself." 

Instead  of  resting  on  his  laurels, 
GM's  not-so-young  Turk  is  already 
working  on  the  1990  Fiero.  And  he's 
excited  about  the  future.  "In  the  next 
10  to  20  years,"  says  Aldikacti,  "the 
automotive  industry  is  going  to  go 
through  changes  that  will  make  the 
industrial  revolution  look  like  a  high 
school  operation." — K.B. 


*pple  Computer  started  in  a  subur- 
fmban  garage,  but  to  start  QMS,  Inc., 
im  Busby  threw  his  son  out  of  his 
ledroom.  "I  moved  one  son  in  with 
he  other,"  he  recalls,  "set  up  a  table 
nd  telephone,  and  listed  us  in  the 
hone  book."  That  was  in  1977.  Pre- 
umably,  the  younger  Busby  has  for- 


Profit  from  large  print 

given  his  father,  who  now  runs  QMS 
from  new  70,000-square-foot  head- 
quarters in  Mobile,  Ala. 

QMS  could  afford  new  digs  because 
it  has  been  profitable  from  the  start. 
With  revenues  doubling  each  year,  to 
$32  million,  the  company  earned  $5.1 
million  this  year.  Busby's  products 


are  laser  printers  and  controller 
boards  that  free  other  computers  from 
the  job  of  graphics  design. 

Busby's  tale  starts  with  a  problem 
at  big  Scott  Paper.  While  working 
there  as  a  systems  engineer,  Busby 
was  bothered  by  Scott's  stencil-and- 
crayon  system  of  labeling  huge  rolls  of 


im  Busby,  founder  of  QMS,  Inc. 

'I  have  the  money  now  .  .  .  but  I  just  don't  have  the  time. 
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Position  available. 


©TRW  Inc..  1984 
TRW  is  the  name  and  mark  of  TRW  Inc 


Every  time  you  try  some- 
thing new,  you  go  out  on  a  limb. 
So  the  people  who  work  for 
TRW  spend  a  lot  of  time  there. 

TRW  has  grown  by  turning 
new  ideas  into  new  businesses. 
Transportation  electronics  is 
a  good  example.  When  TRW 
got  into  that  business,  there 
were  almost  no  electronic 
parts  on  cars  or  trucks. 

Over  the  past  five  years, 
electronic  parts  on  cars  have 
increased  from  less  than  $75 
to  over  $300  per  car.  As  for 
trucks,  TRW  engineers  have 
come  up  with  a  new  control 
system  that  is  cutting  fuel 


consumption,  in  some  case 
over  12%. 

This  new  business  was  a  rr 
for  us,  but  a  calculated  one 
After  all,  TRW  people  built 
the  electronics  systems  for 
Pioneer  spacecraft.  We  jus 
branched  out  to  cars  and 
trucks. 

Tomorrow  is  taking  shape 
at  a  company  called  TRW. 


A  Company  Called  TRW 


Faces 

Behind  the  Figures 


iper  (a  forklift  operator  couldn't  read 
le  numbers  on  them  from  across  the 
ctory  floor).  Driving  home  from 
t.B.A.  classes  at  the  University  of 
3uth  Alabama,  Busby  came  up  with 
a  idea  for  a  microprocessor  control- 
:r  board  that  would  let  a  computer 
rinter  make  up  any  size  character  for 
ibels. 

Busby  didn't  ask  Scott  for  develop- 
lent  money,  "because  then  Scott 
'ould  have  owned  the  product,  and 
ley  wouldn't  have  done  anything, 
'ith  it."  Instead,  he  got  a  $10,000 
ank  loan  and  bought  the  printer,  os- 
illoscope  and  junk  computer  parts  he 
eeded. 

In  1977  Busby  left  Scott,  but  not  to 
o  into  the  printer  business.  He 
lought  his  future  lay  in  designing 
ael  management  systems.  When  that 
oundered,  Busby  took  a  closer  look 
t  his  printer  idea.  Scott  Paper  was  the 
rst  customer. 

With  300  employees,  QMS  is  now 
olding  its  own  in  the  $  1  billion  non- 
impact printer  market  against  such 
eavyweights  as  Hewlett-Packard, 
[erox  and  Canon.  "We  had  a  two-year 
.ead  start,"  Busby  says.  That,  he 
laims,  gives  QMS  an  edge  in  market- 
rig,  maintenance  and  service. 

QMS  went  public  in  January  1983 
t  17  a  share,  and  after  a  2-for-l  split 
iow  trades  at  around  l3Vi,  despite  the 
ollapse  in  most  small  high-tech 
tocks.  The  firm  is  planning  to  issue 
lew  equity  soon.  Busby,  38,  who  has 
teen  inventing  gadgets  for  years,  now 
>wns  23%  of  the  firm,  worth  $113 
nillion. 

But  wealth  doesn't  necessarily  buy 
reedom.  "Inventing  now  would  be 
nore  fun,  because  I  have  money  to 
my  some  of  the  things  I  would  need," 
msby  says  a  bit  ruefully.  "I  just  don't 
lave  the  time."— Ellen  Benoit 

No  jinx 

Last  month  Zenith  Electronics  land- 
led  a  five-year,  $100  million  con- 
tract to  sell  sophisticated  personal 
:omputers  to  the  Air  Force,  a  deal  that 
:ould  eventually  be  worth  some  $300 
Tnllion. 

Not  a  staggering  amount  for  a  com- 
pany that  should  have  sales  of  $1.6 
million  this  year,  but  proof  that  Zenith 
sn't  stuck  in  a  rut  making  nothing 


Zenith  Electronics'- Jerry  Pear/man 
Making  the  leap. 


but  color  televisions.  "People  go  into 
ComputerLand  and  say,  'Gee,  I  didn't 
see  your  computer,  you  must  be  doing 
lousy.'  Not  true,"  says  Chairman  Jer- 
ry Pearlman.  Zenith's  computer  sales 
should  hit  $200  million  this  year,  up 
from  $125  million  in  1983. 

Pearlman 's  smart  idea  is  to  plumb 
markets  outside  the  big  retail  com- 
puter chains.  By  courting  academics, 
for  instance,  Zenith  has  sold  its  per- 
sonal computers  to  200  campuses, 
trailing  only  Apple.  To  win  the  mili- 
tary contract,  what's  more,  Pearlman 
beat  out  NCR,  Wang  and  Burroughs 
equipment. 

Zenith  hopes  someday  to  make  a 
bigger  splash  in  chains  such  as  Com- 
puterLand and  Entre  with  its  IBM- 
compatible  machines.  But  Pearlman 
doesn't  want  to  advertise  heavily  dur- 
ing an  industry  shakeout.  As  a  result, 
Zenith  usually  supplies  the  big  chains 
with  components,  not  brand-name 
computers.  "We'll  develop  our  posi- 
tion as  a  good-quality  supplier,"  he 
says.  "It's  a  long  horse  race." 

Just  two  years  ago  Zenith  was  los- 


ing money.  Now,  despite  tough  com- 
petition in  the  television  business, 
1984  should  be  a  blockbuster  year. 
Profits  are  likely  to  be  a  record  $65 
million,  even  after  a  disappointing 
third  quarter.  New  products  such  as 
cable-TV  gear  and  computers  bring  in 
40%  of  sales. 

Pearlman,  who  joined  Zenith  in 
1971  as  controller,  played  a  big  role  in 
the  diversification.  An  inveterate  tin- 
kerer,  five  years  ago  he  convinced  his 
bosses  to  buy  Heath  Co.,  a  chain  of 
electronics  stores  selling  computer 
kits  to  hobbyists. 

In  1983  Chairman  Revone  Kluck- 
man,  54,  died  of  a  heart  attack. 
Pearlman  got  Zenith's  top  job.  Being 
chairman  was  also  tough  on  Kluck- 
man's  predecessor,  John  Nevin,  who 
stepped  down  after  a  bitter  legal  cru- 
sade against  Japanese  TV  imports. 
But  Pearlman,  a  youthful-looking  45- 
year-old  who  drives  a  1967  Austin 
Healy,  dismisses  any  thought  of  a 
jinx.  "It's  pure  random  distribution," 
he  says. — Barry  Stavro 
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In  CM Os  First  Bosto 
is  Once  Again  Living  U 
to  its  First  Name 

First.  In  1983,  First  Bosti 
was  first  to  develop  the  Co, 
lateralized  Mortgage  Oblige 
tion  (CMO)  and  that  starte 
a  revolution  in  the  mortgag 
securities  market.  Now,  ini 
1984,  First  Boston  is  first 
again  with  the  very  first  CIV 
issued  and  guaranteed  by  a  I 
private  entity. 

First  Boston  lead  manag 
this  $500  million  CMO  offe 
ing  issued  by  a  mortgage  s 
sidiary  of  one  of  the  nation 
largest  money  center  bank 

Not  only  is  this  CMO  a 
first,  it's  innovative.  It  is  tr 
first  private  CMO  to  offer 
credit  guarantees  by  the 
issuer.  This  CMO  also  has 
guaranteed  minimum  sinkii- 
fund-the  first  time  such  a  . 
fund  has  been  used  in  the 
private  sector.  Investors 
benefit  from  this  new  struc 
ture  because  the  cashflows 
are  more  like  bonds. 

What  this  new  generatioi 
CMO  means  to  issuers  is  » 
greater  access  to  the  seed 
ary  mortgage  market.  It's 
new  way  for  raising  capital 
And  the  market  potential  M 
the  private  label  CMO  is 
enormous-currently,  therei 
$1.4  trillion  in  residential  c< 
ventional  mortgages  alone  i 

First  in  1983,  First  Bost- 
lead  managed  the  very  fir?'' 
CMO-a  $1  billion  transact: 
with  Freddie  Mac.  First  in 
1984,  First  Boston  lead 
managed  the  first  private 
label  CMO.  Because  of  Fir 
Boston's  innovation  and  lej 
ership  in  mortgage  finance,  i 
trading  and  research,  the  J 
firm  has  managed  nearlv  $ ' 
billion  of  CMOs,  over  40%. 
of  this  dynamic  market. 
To  get  First  Boston's 
mortgage  team  working  f( 
you,  call  Bill  McCauley  or  i 
Carl  Eifler  at  headquarter: 
in  New  York  City, 
(212)  909-2000. 

Another  reason  whj* 
First  Boston  is  getti 
the  call  in  1984. 


I 


The  Forbes/Wilshire  5000  Review 


Problems  with  the  oil  gauge.  The  market  creaked  upward 
during  the  most  recent  two- week  period,  but  the  move 
came  with  considerable  difficulty.  Although  the  Dow 
industrials  jumped  nearly  30  points  in  one  trading  session, 
this  momentum  was  not  sustainable.  A  new  round  of 
crude  oil  price  cuts  and  erratic  third-quarter  results  for 
major  oil  firms  prompted  heavy  selling  of  energy  shares. 
The  weak  energy  sector  hurt  the  broad  averages. 

Over  the  last  ten  trading  days,  the  30-stock  Dow  indus- 
trials showed  the  best  performance,  with  a  2.4%  rise.  The 
NYSE  was  up  2.1%,  and  NASDAQ  issues  posted  a  1.7% 
increase.  But  Amex-listed  shares  eked  out  only  a  0.1% 


gain.  For  the  four-week  stretch,  all  major  indicators  lost 
ground.  The  Amex  was  hit  the  hardest  and  suffered  a  2.1% 
decline,  while  losses  of  0.5%  or  less  were  recorded  by  the 
other  market  barometers. 

Wall  Street's  inertia  can't  all  be  blamed  on  the  problems 
in  the  oil  patch.  In  other  times  a  falling  prime  rate, 
moderating  economy  and  relatively  low  levels  of  inflation 
were  often  just  what  was  needed  to  put  investors  into  a 
buying  mood.  But  the  rate  that  1985  earnings  estimates 
are  being  cut  (see  page  84)  and  the  still  unanswered 
questions  over  the  budget  deficit  are  keeping  a  lot  of 
today's  money  on  the  sidelines. 


Close-up  On  The  Equity  Markets 


Performance  of  six  leading  indexes 

Percent  change 

Wilshire 
5000 

Forbes 
500' 

Dow  Jones 
industrials 

NYSE 
Composite 

Amex  Market 
Value  Index 

NASDAQ 
Composite 

in  last  4  weeks 

-0.4 

-0.1 

-0.5 

-0.3 

-2.1 

-0.5 

in  last  52  weeks 

-1.4 

1.1 

-2.5 

0.9 

-1.5 

-10.3 

Stock  performance  based  on  six  key  investor  yardsticks 

Percent  change 

Company  size 

Volatility2 

P/E  multiple 

Dividend  yield 

Growth  profile3 

Share  price 

large 

small 

high 

low 

over  25 

under  5 

over  7.5% 

none 

high 

low 

over  $40 

under  $4 

in  last  4  weeks 

0.3 

-2.0 

-2.4 

2.6 

-2.7 

1.6 

1.9 

-3.1 

-4.4 

1.6 

0.5 

-5.2 

in  last  52  weeks 

0.4 

-2.5 

-8.6 

11.8 

-14.2 

10.8 

6.8 

-6.8 

-7.2 

9.5 

5.1 

-13.3 

'Based  on  sales. 

2A  stock's  sensitivity  to  overall  market  movement.  High-volatility  issues  have  wide  price  fluctuations,  low-volatility  issues  are  more  stable. 

3A  quantitative  evaluation  of  a  stock's  growth  image,  determined  by  Wilshire  Associates. 

Note:  All  data  for  periods  ending  10/25/84.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 
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Where  The  Action  Is 


Why  the  market  didn't  do  better.  Of  the  eight  sectors  that 
registered  increases  over  the  last  two  weeks,  only  capital 
goods  and  services  underperformed  the  Wilshire  index. 
Technology  and  consumer  durable  shares  rose  3.6%, 
while  consumer  nondurables  and  raw  materials  posted 
similar  increases.  Close  by  were  transportation,  utility 
and  finance  shares,  all  up  2.6% .  That's  the  good  news. 


The  bad  news  is  that  the  last  sector,  energy,  with  a  4% 
decline,  brought  down  the  broad  market  indicators.  The 
drop  in  oil  shares  came  in  response  to  a  lowering  of  crude 
prices  by  producers.  This  will  not  help  already  highly 
leveraged  drilling,  exploration  and  service  companies. 
Disappointing  third-quarter  earnings  of  several  major  oil 
firms  only  fueled  the  selling  spree. 


Percent  change  in  last  52  weeks  OO  Percent  change  in  last  two  weeks 


Capital  goods 
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What  The  Analysts  Think 


Sinking  estimates  in  a  rising  market.  During  the  last  two 
weeks  the  Forbes  500s  rose  2.3%.  But  analysts  kept  revis- 
ing earnings  estimates.  For  the  500-stock  group,  the  aver- 


age per-share  1984  and  1985  earnings  estimates  are  down 
slightly.  Higher  share  prices,  however,  raised  the  estimat- 
ed P/Es  for  1984  to  9.5,  and  for  1985  to  7.6. 


Forecasting  the  Forbes  500 


Performance 
period 


Average 

earnings  per 

share 


P/E 


latest  12  months 

1984  estimates 

1985  estimates 


$3.08 
3.91 
4.58 


11.3 
9.5 
7.6 


Rank  based  on 
change  in  estimate 

Sector 

Estimated  1984 
EPS 

%  change  in  1984  estimate 
in  2  weeks         in  4  weeks 

1 

Consumer  durables 

$3.44 

0.01% 

-1.58% 

2 

Utilities 

3.54 

-0.07 

0.07 

3 

Consumer  non-durables 

2.63 

-0.36 

-1.64 

4 

Finance 

3.35 

-0.38 

-0.76 

5 

Transportation 

2.54 

-0.39 

-1.00 

6 

Capital  goods 

2.53 

-0.45 

-0.41 

7 

Technology 

2.13 

-0.45 

-1.98 

8 

Energy 

2.62 

-0.66 

-1.93 

9 

Raw  materials 

2.62 

-0.98 

-1.94 

Earnings  projections  are  equal-weighted  consensus  estimates  from  over  1,800  security  analysts.  Forecasts  for  the  9  Wilshire  sectors  are  limited  to  firms  with  3  or  more  estimate*, 
with  a  mean  estimate  greater  than  $0.50.  Data  are  compiled  and  updated  weekly  by  Zacks  Investment  Research,  a  Chicago-bastd  quantitative  consulting  firm. 


Note:  All  data  for  periods  ending  10/25/84  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif.;  Zacks  Investment  Research,  Inc.,  Chicago,  111. 
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12  more  reasons 
to  buy  your 

business  insurance 

from  the  company 

with  the  stag. 

Monthly  payments. 


Now  The  Hartford  gives  you  what  you  want  in  business  insurance. 
Customized  coverage  at  competitive  cost.  Outstanding  claims 
and  loss  control .  And  a  flexible  billing  plan  that  lets  you  spread 
out  your  payments  in  the  way  that's  most  beneficial  to  your 
company— without  interest  charges. 

You  can  arrange  for  annual,  semiannual  or  quar- 
terly payments.  Or  you  can  pay  in  12  installments. 
With  our  Total  Account  Billing  System  (TABS),  you 
can  even  consolidate  payments  due  on  different 
Hartford  policies  into  one  convenient  payment  plan. 
i  pta  f  rf^-1^       Whether  your  company  is  large 
■=7t— r  ■  \^^0  or  small,  you  can  get  the  top  quality      -_-.    ,— 
business  coverage  you  need— with  the  payment  ^t  t    H/VIx  ; !  ■  UlxlLJ 

terms  you  want.  Just  contact  a  broker  or  indepen-  TfTlfl  I 

dent  agent  who  represents  The  Hartford.  The  I  nSU  ranee  People  of  X _L  J_ 

The  Hartford  Insurance  Croup,  Hartford,  Connecticut  061 15. 


Streetwalker 


The  leavings 

Early  next  year  Ben  Heineman's 
Northwest  Industries  should  become 
history.  Privately  held  Kelly,  Bnggs  & 
Associates,  an  investment  firm  run  by 
two  former  top  executives  at  Esmark, 
and  Oppenheimer  Strategic  Invest- 
ments are  merging  with  Northwest 
for  $1  billion  in  cash.  But  Kelly,  Briggs 
and  company  apparently  don't  want 
one  of  Northwest's  major  operations, 
Dallas-based  Lone  Star  Steel.  Though 
Heineman  was  rumored  to  have  once 
turned  down  $1  billion  for  Lone  Star, 
and  though  the  maker  of  oil  industry 
steel  products  once  earned  nearly 
$406  million  before  taxes,  the  new 
acquirers  didn't  want  the  operation 
on  their  books.  A  steel  business  was 
bad  enough,  but  an  oil-steel  com- 
pany? Yech!  So  Lone  Star  is  being  cast 
adrift.  The  investor  group  is  shoulder- 
ing its  debt,  and  each  of  Northwest's 
19.8  million  common  shares  will  get 
1  new  share  of  Lone  Star  common, 
plus  that  $50  a  share  in  cash. 

There  might  be  an  opportunity  here 
for  astute  investors  with  a  bit  of  pa- 
tience. Northwest  stock  still  sells  on 
the  Big  Board  at  around  59 — which, 
after  deducting  the  cash  payment, 
puts  Lone  Star  at  around  $9  a  share. 

What  are  the  company's  prospects? 
In  June  Lone  Star  showed  a  quarterly 


profit  for  the  first  time  in  two  years. 
Look  for  it  to  break  even  in  1984. 
Given  a  modest  recovery  in  the  oil 
patch,  some  analysts  estimate  that  by 
1986  it  could  be  on  its  way  to  earning 
as  much  as  $100  million  again.  On 
nearly  20  million  shares,  that  makes 
for  earnings  potential  of  $5. 

One  analyst  says:  "Lone  Star  surely 
would  be  the  purest  way  to  play  oil 
country  goods.  It's  debt-free  and 
someday  could  even  be  an  acquisition 
target."  Of  course,  "everyone"  knows 
oil  is  finished,  but  when  "everyone" 
knows  something,  it's  time  to  be  a 
contrarian. — Thomas  Jaffe 

Great  railway 
bazaar 

Now  that  the  billionaire  Anschutz 
family  of  Denver  has  taken  a  ride  on 
the  Rio  Grande  at  $50  a  share,  could 
Kansas  City  Southern  Industries  be 
next  in  line  for  a  takeover?  If  you 
answer  yes  to  that  question,  go  to  the 
head  of  the  class.  There  aren't  many 
small  railroads  left,  and  the  way  the 
big  fellows  are  getting  together,  the 
little  guys  don't  have  much  chance  on 
their  own.  The  Interstate  Commerce 
Commission  has  until  late  1986  to 
okay  the  Santa  Fe/Southern  Pacific 
combination,  which  would  be  a  real 
threat   to   KCS.   The  regulators  will 


probably  say  yes— which  leaves  Kan- 
sas City  Southern  two  years  to  find  a 
partner.  Not  much  time.  One  likely 
match:  Burlington  Northern,  which 
could  easily  link  up  with  KCS'  1,700- 
mile-  gateway  between  Kansas  City 
and  the  Gulf  of  Mexico. 

Analysts  think  KCS  could  be  worth 
$60  a  share  in  liquidation.  Why  is  the 
stock  selling  in  the  low  40s,  consider- 
ably below  the  1983  high  of  74?  Diver- 
sification trouble.  Revenues  from 
KCS'  financial  services  firms,  includ- 
ing DST  and  Janus  Capital,  have 
lagged  expectations.  Nathaniel  Bohrer 
follows  the  stock  for  New  York's 
Sloate,  Weisman,  Murray  &  Co.  He 
pegs  1984  earnings  at  just  $4.25  a 
share.  Nevertheless,  Bohrer  is  high  on 
KCS.  He  says  the  financial  services 
operations  are  worth  $19  a  share.  He 
prices  KCS'  communications  arm  at 
$3  a  share,  and  tags  the  railroad  itself 
at  $35  a  share.  Then  there's  $8  a  share 
in  real  estate.  Subtract  $5  a  share  for 
long-term  debt,  and  you  have  $60— 
nearly  a  50%  premium  over  the  cur-, 
rent  price. — Lisa  Gubernick 

Bringing  down  the  house  t 

Household  International  common  is 
wallowing  in  the  low  30s — well  be- 
low its  breakup  value.  What's  keeping 
it  down  there  is  a  poison-pill  antitake 
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This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these  securities. 
The  offer  is  made  only  by  the  Prospectus. 


$1,200,000,000 


Occidental  Petroleum  Corporation 


1,200,000  Units 
$1,200,000,000  9.65%  Senior  Subordinated  Notes  due  1994 

(Interest  payable  April  15  and  October  15) 

with 

6,000,000  Shares  of  Convertible  Exchangeable  Preferred  Stock 


Price  $1,000  per  Unit 

plus  accrued  interest  on  the  Notes  from  October  15,  1984 


Copies  of  the  Prospectus  are  obtainable  in  any  State  from  the  undersigned 
and  such  other  dealers  as  may  lawfully  offer  these  securities  in  such  State. 


Drexel  Burnham  Lambert 

INCORPORATED 


The  First  Boston  Corporation 


Donaldson,  Lufkin  &  Jenrette 

SECURITI ES  CORPORATION 


INCORPORATED 


Kidder,  Peabody  &  Co. 

Dean  Witter  Reynolds  Inc. 


October  24.  1984 


I 

Can  expensive  premium! 

Finding  out  who's  got  the  healthic  I 
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WHAT  THE  j?S 
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MAGAZINE  PUBLISHER'S 
STATEMENT 


The  latest  ABC  statements  for 
Forbes,  Business  Week  and 
Fortune  contain  some  very  inter- 
esting information  indeed.  For  one 
thing,  Forbes'  U.S.  circulation  is 
now  116,754  more  than  Fortune's 
and  almost  equal*  to  Business 
Week's.  For  another,  Forbes' 
average  newsstand  sales  are  higher 
than  either  Fortune's  or  Business 
Week's. 

Not  only  that,  both  Fortune 
and  Business  Week  had  to  sell 
more  subscriptions  during  the 
period  than  Forbes  did  to  main- 


tain their  rate  bases— 61%  more  fo. 
Fortune,  55%  more  for  Business 
Week.  In  fact,  Business  Week 
failed  to  make  its  rate  base  in  ovei 
a  third  of  its  issues.  And  Fortune 
had  to  sell  almost  twice  as  many 
short-term  subscriptions  as  Forbes 
in  this  period. 

But  perhaps  the  most  telling 
statistic  is  the  one  telling  how 
many  premiums  were  used  to 
sell  subscriptions  to  Fortune.  We 
can't  help  but  wonder  just  how 
"premium"  is  the  quality  of  the 
subscribers  (who  make  up  almosl 


ire  sick  circulation? 

dilation  is  as  easy  as  ABC. 


third  of  Fortune's  total  of  new 
inscriptions  sold)  that  have  to  be 
aited  with  premiums  such  as  'A 
ravel  Alarm  Clock,  Telephone, 
3cket  Calculator,  Fortune  Sport 
ag,  Pocket  Diary,  Money  Ex- 
langer/Metric  Converter  or 
ucite  Desk  Clock."  (Forbes'  pre- 
liums,  when  offered,  were  sam- 
lings  of  the  magazine  in  the  form 
Preprints.) 

Last  but  not  least  is  the  matter 
[  Post  Expiration  Copies 
lcluded  In  Paid  Circulation 
vhat  ABC  used  to  call  "arrears"). 

zc  box  re  "Post  Expiration  Copies." 


A  glance  at  the  chart  will  tell  you 
that  Forbes  has  none,  while  both 
Fortune  and  Business  Week 
include  a  substantial  number  of 
these  unpaid-for  copies  in  their 
paid  circulation  figures. 

In  fact,  just  about  any  ABC 
statistic  you  care  to  examine 
shows  that  Forbes'  circulation 
is  healthier  than  either  Fortune's 
or  Business  Week's. 

If  the  success  of  your  company 
is  vital  to  you,be  sure  your  ads  are 
in  the  magazine  whose  circulation 
shows  the  greatest  vitality— Forbes. 


Publishers  Statements  To  ABC  For  6-Month  Period  Ended  6/30/84 

BUSINESS  WEEK 

rculation: 

FORBES 

FORTUNE 

(North  America) 

id  Circulation 

726,736 

709,903 

775,223 

S.  Circulation  (Analyzed  Issue ) 

720,962 

604,208 

762,806 

jtExpiratior  Copies 

Included  in  Paid  Circulation 

0 

18,702 

37,852 

inscriptions: 

dered  by  Mail 

86.4% 

81.5% 

74.9% 

dered  for  3  Years  or  More 

19.0% 

7.9% 

4.7% 

dered  at  Basic  Price 

73.6% 

46.6% 

63.1% 

imber  Ordered  for  Less  than  1  Year 

84,146 

162,763 

142,647 

umber  Ordered  with  Premium 

34,342 

128,330 

82,730 

tal  Sold  in  6-Month  Period 
terage  Single  Copv  Sales 

244,189 

392,629 

378,541 

(Newsstand  Sales) 

33,467 

32,580 

23,191 

Forbes 

Capitalist  Tool 

-*■  Forbes  Magazine— 60  Fifth  Ave.,  NY,  NY  10011 


Streetwalker 


over  provision  that  management  has 
instituted  and  that  promises  to  daw- 
dle through  the  courts  until  at  least 
next  year. 

But  value  will  out,  and  the  value  is 
still  there.  The  P/E  of  7.8  isn't  bad, 
and  price-to-cash-flow  is  even  better, 
3  times  cash  flow.  The  recent  Big 
Board  price  of  31%  will  buy  you  an 
estimated  $44  to  $48  a  share  in  assets. 
Consumer  lender  Household  Finance 
last  year  accounted  for  nearly  half  of 
the  company's  $206  million  in  net 
income.  If  interest  rates  head  south, 
the  spread  in  those  consumer  loans 
will  go  up,  giving  shareholders  even 
more  for  their  money. 

The  company's  retail  arm  is  weak, 
but  some  of  those  troubled  TG&Y 
discount  stores  sit  on  noncancelable 
long-term  leases  in  prime  locations  in 
southern  California.  Their  value 
could  be  realized  if  the  company  were 
put  on  the  block.  There  are  other  hid- 
den assets  as  well;  namely,  about 
$170  million  in  an  overfunded  pen- 
sion plan. 

What  happens  if  the  poison  pill  does 
go  down?  One  analyst  estimates  the 
stock  could  dip  just  below  30,  but 
given  an  upside  potential  of  $12  to 
$14,  the  risk/reward  ratio  looks 
good.— L.G. 

Nothing  fancy 

Does  heavy  industry  turn  you  off?  It 
does  most  people,  but  listen  to  analyst 
Barry  Vogel,  whose  research  firm  is 
affiliated  with  broker  Moore  & 
Schley.  Vogel  is  high  on  $465  million 
(sales)  Ceco  Industries.  Ceco  is  about 
as  heavy  as  you  can  get;  it  is  in  con- 
crete. But  get  a  load  of  Vogel 's  num- 
bers on  Ceco.  From  1979  to  1983  its 
concrete  forming  business  had  an  av- 
erage 38.5%  return  on  assets.  Time 
was  that  steel  products  dragged  Ceco 
down.  But  since  CEO  Erwin  Schulze 
took  over  as  president  in  1980,  Ceco 
has  been  selling  off  these  low-return 
assets  and  investing  in  the  better  parts 
of  the  business — it's  also  in  fabricated 
building  and  door  products. 

Right  now  the  office-building  con- 
struction business  is  slow  enough 
that  Vogel  expects  fully  diluted  earn- 
ings to  be  down  a  shade,  to  $2  a  share 
in  1984.  That  means  Ceco's  4.7  mil- 
lion Big  Board  shares — recent  price 
20V4 — sell  for  about  10  times  earn- 
ings. But  if  the  concrete  forming  cy- 
cle, helped  by  lower  interest  rates, 
were  to  turn  up  during  the  next  six 
months,  the  leverage  could  raise  Ce- 
co's  1985  profits  to  $2.75  a  share. 


Meanwhile,  Ceco's  balance  sheet  is 
rock  solid,  with  a  debt-equity  ratio  of 
0.2-to-l.  A  final  point:  25%  of  the 
common  is  controlled  by  a  daughter 
and  granddaughter  of  the  founder,  C. 
Louis  Meyer.  Similarly  for  the  con- 
vertible preferred:  A  good  chunk  is 
held  by  female  relatives  of  those 
whose  companies  Ceco  acquired. 
Clearly,  a  situation  rife  with  takeover 
possibilities.  Vogel  sees  a  possible 
50%  rise  in  the  stock  over  the  next  12 
months  on  basics  alone. — T.J. 

Evil  intent? 

Even  though  Textron,  Inc.  has  turned 
down  Chicago  Pacific  Corp.'s  $43  per- 
share  offer,  this  takeover  conflict  still 
looks  like  a  slow  waltz  between 
strangers.  Textron's  rejection  was  pro 
forma,  and  the  fellows  who  run  the 
budding  Chicago  conglomerate  were 
almost  painfully  polite — offering  to 
walk  away.  Some  suspect,  however, 
that  Chicago  Pacific's  intentions  may 
be  less  gentlemanly  than  they  appear. 

The  real  powers  at  Chicago  Pacific 
are  its  biggest  shareholders,  Los  Ange- 
les' David  Murdock  and  Chicago's 
Henry  Crown  clan,  with  10%  each. 
People  who  know  these  gentlemen 
know  they  wouldn't  be  content  with 
the  kinds  of  results  Textron  has 
shown  lately.  The  would-be  acquisi- 
tors  say  they  are  committed  to  retain- 
ing Textron's  two  top  executives — 
Chairman  Robert  Straetz  and  Presi- 
dent Beverly  Dolan.  But  since  1980, 
the  year  Straetz  and  Dolan  were  pro- 
moted, Textron's  already  laggardly  re- 
turns on  equity  and  total  capital  have 
shown  scant  improvement. 

While  per-share  earnings  at  the 
Rhode  Island-based  firm  should  in- 
crease this  year,   they  still  will  be 


Textron 's  Bell  helicopters 

The  waltz  of  the  toreadors. 


around  the  same  level  as  in  1976.  Bell 
Helicopters,  some  25%  of  sales  and 
profits,  continues  on  the  sick  list. 
Meanwhile,  specialty  consumer  prod- 
ucts,  including  once-strong  franchises  ' 
such  as  Speidel  watchbands  and 
Sheaffer  Eaton  stationery,  are  stagnat- 
ing. Under  new  management,  some  of 
these  assets  could  be  sold  off  to  help 
pay  down  debt  incurred  in  the  acquisi- 
tion. Other  businesses  would  be  un- 
der pressure  to  show  gains. 

Look  at  it  this  way.  Assume  Chica- 
go Pacific  borrowed  most  of  the  $1.6  ' 
billion  it  initially  offered  for  Textron; 
its  interest  costs  at  prime  would  be 
some  $200  million  a  year.  Even  with 
recent  improvements,  though,  Tex- 1 
tron's  pretax  earnings  last  year  barely 
hit  $  1 50  million.  In  order  to  make  this 
deal  worthwhile,  any  acquisitor  obvi- 
ously has  to  have  asset-stripping  and 
some  sharp  changes  in  operations  on 
his  mind.  This  may  look  like  a  polite 
waltz.  But  we  suspect  someone 
somewhere,  has  rape  in  mind. — T.J. 

Thanks,  Boone 

Boone  Pickens,  the  chairman  of  Mes; 
Petroleum,  sometimes  better  knowi 
as  the  Dracula  of  the  oil  patch,  says  hi 
operates  in  the  best  interests  of  hi: 
stockholders.  He  has  a  case  when  i 
comes  to  the  deal  by  which  he  spui 
off  90%  of  Mesa's  interests  in  tei 
Gulf  of  Mexico  properties  to  share 
holders  in  December  1982.  The  conn, 
pany,  Mesa  Offshore  Trust,  has  7! 
million  units  and  trades  on  the  Bi 
Board.  H.B.  Juengling  of  Wheat  Firs 
Securities  says  the  trust  has  gaine' 
credibility  now  that  some  of  its  well 
have  begun  producing.  That  means  i 
can  use  the  revenues  to  make  a  den 
in  the  debt — currently  $51  million- 
it  owes  Mesa  Pete,  which  has  bee 
developing  those  properties  for  it 
offspring.  Juengling  also  points  01 
that  two  fields  not  yet  on  stream  wi 
account  for  some  40%  of  the  trust 
projected  gas  output.  When  they'i 
pumping,  look  for  capital  expend 
tures  to  drop  sharply.  Juengling  est 
mates  Mesa  Offshore's  cash  flow  froi 
continuing  operations  will  be  enoug 
to  retire»its  obligations  to  Mesa  Pet 
by  the  fourth  quarter  of  1985.  Juei 
gling  expects  the  trust  to  announce  ii 
first  distribution  of  profits  in  lav 
1985,  and  projects  these  divideni 
will  exceed  70  cents  per  unit  the  fo 
lowing  year.  Based  on  that  yield,  he 
looking  for  the  units — recent  pri< 
23A — to  sell  as  high  as  6  by  early  19£ 
"A  double  within  18  months,"  Juei 
gling  says.  "I  can  live  with  that."  5 
can  most  of  us. — T.J. 
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The  newest  member  of  our  family 
is  in  good  company. 


PreVpost-acquisition  pre-tax  income" 


Compound  growth  rates 


Pepsi-Cola  General  Bottlers 

20.5% 

1970        $-i  million 

1983J 

(shs5  million 

Midas  International 

13.5% 

1971              $9  million 

1983  | 

|$4l  million 

Pet  Incorporated 

18.5% 

1978 

$4l  million 

1983  B 

|  $96  million 

Hussmann  Corporation 

21.3% 

1978                     S 16  million 

1983  1 

1$42  million 

'Excluding  corporate  allocations  and  purchase  a 

camming  adjustments. 

Pneumo  Corporation  has  joined  the  IC  Industries 
family  of  record  setters.  It  already  has  a  head  start. 

Last  year,  Pneumo  earned  $36  million  in  net  income 
on  sales  of  $1.2  billion.  In  nine  months  of  1984,  it  already 
has  earned  $36  million,  up  43  percent  from  a  year  ago. 

Pneumo  is  a  leading  producer  of  landing  gear  and 
flight  control  systems  for  military  and  commercial 
aircraft.  It  has  a  $1  billion  backlog  of  orders,  and  a 
great  future. 

Pneumo's  food  and  drugstore  operations  in  the 
Northeast  have  rung  up  nine  consecutive  years  of 
increased  sales  and  earnings. 

It's  an  IC  Industries  kind  of  company. 

,  For  more  information  on  IC  Industries  (Stock  symbol  — ICX),  please  write: 
H  drove,  Dept.  S,  IC  Industries,  One  Illinois  Center,  HI  East  Wacker  Drive.  Chicago,  Illinois  606(11 
0 1984  IC  Industries,  Inc.  IC  Industries  is  a  registered  trademark  of  IC  Industries,  Inc 


IC  Industries 


The  Funds 


This  year  Congress  tried  to  end  certain  tax 
dodges  in  the  equity  fund  business.  But  some 
tax-managed  funds  are  steaming  ahead. 


Damn  the 
torpedoes 


I'.urii  k  Mil)i.nni;ll 


By  Laura  R.  Walbert 


T|  he  Tax  Reform  Act  of  1984 
did  its  best  to  kill  so-called  tax- 
managed  funds  by  closing  loop- 
holes. But  the  funds  live  on.  Rather 
than  liquidate  them  and  lose  lucrative 
management  fees,  six  managers  are 
converting  to  conventional  funds. 
Three  other  funds  are  sticking  to  their 
guns,  insisting  they  will  still  protect 
shareholders  from  taxes. 

The  lure  of  tax-managed  funds  was 
their  ability  to  convert  ordinary  in- 
come from  dividends  into  capital 
gains  taxable  at  lower  rates,  and  tax- 
able only  when  a  shareholder  re- 
deems. The  funds  did  this  by  being 
taxed  not  as  funds  but  as  corporations. 
They  then  avoided  corporate  taxes 
through  trading  maneuvers  and  the 
rule  that  makes  dividends 
paid  to  corporations  85% 
tax-free.  The  funds  re- 
tained all  their  earnings  so 
shareholders  didn't  have 
taxable  dividends. 

The  1984  tax  laws  hit 
that  strategy  in  several 
places.  The  85%  dividend 
exclusion  is  now  available 
only  when  stock  is  held 
46  days  instead  of  16,  and 
it's  denied  if  the  fund  bor- 
rows money  to  buy  the 
stock.  Next,  the  law  im- 
poses accumulated-earn- 
ings  tax  on  investment 
companies  and  denies 
trading  losses  as  a  deduc- 
tion from  the  tax.  "That 
was  what  killed  us.  The 
other  changes  would  have 
only  reduced  the  return  a 
bit,"   says   John   Lennon, 


former  manager  of  Colonial  Tax-Man- 
aged Trust. 

Accumulated  earnings  tax  is  levied 
on  companies  that  don't  pay  out  earn- 
ings and  don't  have  a  business  excuse 
for  a  cash  hoard,  such  as  a  planned 
factory.  The  maximum  rate  is  38.5%. 
The  tax  was  always  a  looming  threat 
to  the  funds,  so  most  set  aside  re- 
serves. But  as  Robert  Gunia,  treasurer 
of  Prudential-Bache  Funds,  says,  "We 
never  really  paid  the  money  to  the 
IRS.  Those  millions  were  working  for 
us."  Figuring  the  change  could  cost 
them  about  a  third  of  their  return,  six 
funds  threw  in  the  towel,  converting 
to  conventional  funds. 

But  the  Eaton  Vance,  Copley  and 
Rochester  funds  refuse  to  die.  Eaton 
Vance,  the  largest  with  $499  million 
in  assets,  has  some  benefits  tucked 


Is  the  game  up? 

Loophole-closing  in  the  1984  tax  bill  forced  si> 
aged  funds  to  bail  out.  But  three  funds  would  ra 

tax-man- 
ther  fight. 

Name  of  tax- 
managed  fund 

Investment 
— strategy — 
before     after 

Net  assets 

9/30/84 

(millions) 

Performance 

9/30/83  to 

9/30/84 

American  Birthright  Trust 

GI 

GI 

$133.0 

-7.3% 

Colonial  Tax-Managed  Trust1 

U 

MB 

321.9 

10.1 

Copley  Tax-Managed  Fund 

GI 

GI* 

6.2 

10.2       » 

Eaton  Vance  Tax-Managed  Tr 

U 

u- 

499.4 

8.7 

Pru-Bache  Tax-Mngd  Util  Fd2 

u 

u 

95.1 

29.03 

Rochester  Tax-Managed  Fund 

G 

G* 

20.6 

2.1 

Strategic  Capital  Gains 

G 

G 

10.2 

-11.8 

Tax-Mngd  Fund  for  Util  Shares 

u 

u 

101.3 

-3.5 

Unified  Accumulation  Fund 

HY 

MB 

9.5 

5.1 

'Intends  tu  remain  tax-managed      GI:  growth  &  income.     G:  growth.     U:  utility. 
HY  high  yield     MB  municipal  bond     'Now  Colonial  Tax-Exempt  High  Yield 
Trust     2Now  Prudential-Bache  Utility  Fund.     ''Gam  due  in  part  to  elimination  of 
tax  reserves 

away.  Recently  the  fund  had  somi 
$20  million  in  capital  loss  carryfor 
wards.  At  the  end  of  last  year  it  had  $! 
million  in  operating-loss  carryfor 
wards  to  offset  taxes.  In  addition, 
slipped  $72  million  in  debt  under  tb 
wire,  so  it  can  use  the  85%  divideni 
deduction  on  stocks  bought  with  tha 
money.  And  investors  will  earn  extr 
bang  for  their  buck  so  long  as  the  pre 
1984  accumulated  earnings  tax 
serves  stay  buried  in  the  fund. 

Says  Edwin  Bragdon,  manager  of  Ej 
ton  Vance  Tax-Managed  Trust, 
38.5%  tax  rate  is  pretty  high.  But  yo 
never  know,  after  deductions  the  ta 
rate  might  be  15%  or  20%."  Tha 
claims  the  fund,  is  less  than  mo; 
shareholders  buying  dividend-yiek 
ing  stocks  directly  would  pay.  Bi 
caution:  In  avoiding  tax  on  dividend 
an  investor  could  pay  double  tax  o 
capital  gains — once  at  the  corporat 
level,  and  again  on  redemption. 

Says  one  competitor,  "I  thin 
they'll  see  how  it  goes.  If  there's 
good  market,  they  will  last.  They' 
pay  a  lot  of  taxes,  but  the  market  rm 
bail  them  out." 

The  Copley  and  Rochester  Ta; 
Managed  Funds  go  further,  possib 
dodging  accumulated  earnings  tax  i 
together.  Their  ploy  involves  som 
thing  called  equalization  accountin 

The  idea  behind  equalization 
counting  is  that  departing  fund  shar 
holders  walk  away  with  accumulate 
earnings  when  they  cash  in.  For  Co 
ley,  with  some  $2.50  of  undistributi 
earnings  in  each  $7  share,  that  mea 
a  $2.50  deduction  from  accumulate 
earnings  for  every  share  redeemer 
For  arcane  reasons,  there  is  no  con 
sponding    addition    to    accumulat 
earnings  when  a  share  is  bought.  T 
result:  Churning  cuts  t 
accumulated  earnings  U 
"Conceptually,   a   pers>' 
could  move  in  and  out  o 
fund  every  day  and  gen 
ate  equalization  debit: 
says    Marinus    Henny, 
partner    at    Price    Wat 
house. 

"You  and  I  both  win 
the  expense  of  the  Tr« 
sury,"  gloats  Ron; 
Fielding,  president 
Rochester  Tax-Manaf 
Fund.  He  predicts  C< 
gress  will  be  too  busy  n< 
year  with  a  major  tax  re 
sion  to  go  after  the  equ 
ization  ploy.  Meanwh 
he's  marketing  aggr 
sively.  "When  your  f 
are  based  totally  on  si 
tripling  your  size  is  1 
tripling  your  salary." 


356 


FORBES,  NOVEMBER  19,  1' 


.-- 


Hpw  Liberty  Mutual  manages 

to  get  injured  workers 
back  on  the  job. 

The  Liberty  Mutual  Target  Date  Program 

is  one  of  the  more  visible  ways  we're  going  to  be  there 

for  you  when  your  employees  are  injured  on  the  job. 

Rather  than  letting  lost  time  drift  from  weeks 

into  months,  this  program  helps  us  manage  disability 

and  its  costs. 

We  work  closely  with  you  and 

your  injured  employee's  treating  physician  to  establish  a 

target  date  for  return  to  work.  Such  a  target  date  gives 

everyone  a  goal  to  work  toward.  The  injured  employee, 

the  doctor,  the  employer,  Liberty  Mutual.  Everyone. 

You  deal  direct  with  Liberty  Mutual  in  this  manner 

to  control  insurance  costs. 

As  the  largest  writer  of  workers' 

compensation  in  the  industry,  Liberty  Mutual  has  many 

other  ways  to  be  there  for  your  company's  insurance 

program.  Learn  about  all  of  them  by  calling  a  nearby 

Liberty  Mutual  representative  today. 


The  Money  Men 


The  institutions  try  a  new  kind  of  invest- 
ment opportunity:  buying  bad  bank  loans. 


Quality  it's  not 


By  Geoffrey  Smith 


V1  ISIT  THE  MAKESHIFT  rooftop 
headquarters  of  the  Smith-Vasi- 
iou  Special  Situations  Fund  in 
lower  Manhattan  and  the  first  thing 
encountered  is  the  palsied  rumbling 
of  ancient  green  machinery  a  few  feet 
from  the  elevator.  One  or  two  blind 
hallways  later,  while  a  whistle  of 
some  sort  shrills  periodically,  you 
find  young  Basil  Vasiliou  pacing  ner- 
vously about  what  used  to  be  an  office 
dining  room. 

Morgan  Stanley  this 
is  not. 

Vasiliou,  35,  and  his 
associate  Randall 

Smith,  41,  who  are  also 
limited  partners  of 
Bear,  Stearns,  don't 
mind  looking  like  Wall 
Street's  Secondhand 
Rose.  After  all,  they're 
specialists  in  dis- 
tressed merchandise. 
Nothing  so  respectable 
as  junk  bonds,  mind 
you.  That's  too  tony  for 
Vasiliou.  He  buys  real 
junk — such  as  stock  in 
Richmond  Tank  Car, 
whose  principal  sub- 
sidiary is  in  bankrupt- 
cy and  which  lost  $33.7 
million  last  year  on 
$22.7  million  in  rev- 
enues. Or  better  still,  a 
substantial  chunk  of 
the  bad  loans  the  gov- 
ernment forced  First 
Chicago  to  write  off. 
These  are  slim  pick- 
ings. "One  of  the  loans 
we  bought  was  one  the 
bank  had  made  to  AM 


International — the  old  Addresso- 
graph-Multigraph — which  just  came 
out  of  Chapter  11  last  month,"  Vasi- 
liou explains.  "Under  the  plan  of  debt 
consolidation,  it  has  been  confirmed 
there  will  be  an  initial  payment  of 
cash  and  common  stock  to  the  credi- 
tors. Then,  once  an  existing  lawsuit 
on  an  antitrust  patent  infringement 
case  is  resolved,  they  will  distribute 
whatever  is  left  to  the  creditors.  But 
they  have  made  a  $62  million  hold- 
back pending  the  outcome. 


Basil  Vasiliou  of  Smith-Vasiliou  Special  Situations  Fund 
"Where  things  are  more  difficult,  opportunities  arise." 


"Another  First  Chicago  loan  we 
bought,"  he  continues,  "was  to  Pengo 
Industries,  an  oilfield  service  com- 
pany based  in  Fort  Worth.  Pengo  re- 
cently  went  through  a  recapitaliza- 
tion of  their  Eurodollar  debt  and  have 
gotten  their  institutional  lenders  to 
give  them  a  standstill  agreement  so 
they  can  clean  up  their  public  securi- 
ties and  get  their  house  in  order." 

Why  would  such  smelly  leftovers 
whet  the  appetite  of  a  bright  young 
money  manager?  "Market  inefficien- 
cy," Vasiliou  replies  briskly,  sounding 
like  the  M.B.A.  and  J.D.  he  is  (Univer- 
sity of  Chicago,  1974  and  Fordham, 
1979).  "Once  something's  in  trouble, 
people  tend  to  write  it  off.  They  sell 
on  emotion  without  really  under- 
standing the  issues.  That's  because 
the  issues  are  often  obscure  and  very 
difficult  to  understand.  And  where 
things  are  more  difficult,  opportuni 
ties  arise." 

Provided  you  get  the  distressec 
merchandise  at  a  reasonable  discount 
that  is.  Vasiliou  is  gambling  on  hi; 
ability  to  guess  which  bad  loans  wil 
eventually  be  paid  off  and,  equalb 
important,  how  long  that  workou 
will  take.  He  prices  his  bids  accord 
ingly.  The  longer  the  workout,  th( 
steeper  the  discount.  "We  bid  abou 
$42  million  for  the  First  Chicagi 
loans — what  we  thought  they  wer  u 
worth  to  us,"  he  says.  "What  we  paii 
was  really  a  function  c  i 
the  time  value  of  mon 
ey.  If  the  holding  peri 
od  looks  like  it  will  b 
short,  we  offer  only 
small  discount.  If  we'r 
uncertain  how  long 
workout  will  take,  w 
factor  that  into  th 
price  we  offer." 

Vasiliou  feels  that  h 
and  his  partners  ha\ 
been  prowling  aboi 
Wall  Street's  garbaj 
cans  long  enough  no~ 
to  be  able  to  make  sue 
sophisticated  jud, 
ment  calls  on  banb 
ruptcies,  liquidation 
spinoffs  and  oth> 
types  of  recapitaliz 
tions.  Randy  Smit 
who  got  his  M.B.i 
from  Wharton,  ran  tl 
arbitrage  departme 
of  Donaldson,  Lufk 
&  Jenrette  before  cor 
ing  to  Bear,  Stearns 
1974.  There  he  rant] 
convertible  bond  d 
partment,  whi' 

meant    a    lot    of   lc 
grade  bonds,  shaky  re 
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This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these  securities. 
The  offer  is  made  only  by  the  Prospectus  Supplement  and  the  related  Prospectus. 


New  Issue  /  October  26, 1 984 

Chevron  $1,000,000,000 

Chevron  Capital  U.S.A.  Inc. 

$500,000,000 
11%%  Guaranteed  Notes  Due  1988 

Price  100%  and  accrued  interest,  if  any,  from  November  1,  1984 

$500,000,000 
12%  Guaranteed  Notes  Due  1994 

Price  99.10%  and  accrued  interest,  if  any,  from  November  1,  1984 

Unconditionally  Guaranteed  by 

Chevron  Corporation 


Copies  of  the  Prospectus  Supplement  and  the  related  Prospectus  may  be  obtained 

in  any  State  in  which  this  announcement  is  circulated  only  from  such  of  the 

undersigned  as  may  legally  offer  these  securities  in  such  State. 


Salomon  Brothers  Inc 
The  First  Boston  Corporation        Goldman,  Sachs  &  Co.        Lehman  Brothers 

Shearson  Lehman/American  Express  Inc. 

Merrill  Lynch  Capital  Markets  Morgan  Stanley  &  Co.  PaineWebber 

Incorporated  Incorporated 

Atlantic  Capital  Bear,  Stearns  &  Co.  Daiwa  Securities  America  Inc. 

Corporation 

Donaldson,  Luf  kin  &  Jenrette    Drexel  Burnham  Lambert    E.  F.  Hutton  &  Company  Inc. 

Securities  Corporation  Incorporated 

Kidder,  Peabody  &  Co.  Lazard  Freres  &  Co.  The  Nikko  Securities  Co. 

Incorporated 

Nomura  Securities  International,  Inc. 

Securities 

L.  F.  Rothschild,  Unterberg,  Towbin  Smith  Barney,  Harris  Upham  &  Co. 

Incorporated 

Swiss  Bank  Corporation  International       UBS  Securities  Inc.       Wertheim  &  Co.,  Inc. 

Securities  Inc. 

Yamaichi  International  (America),  Inc. 


International,  Inc. 

Prudential-Bache 


Dean  Witter  Reynolds  Inc. 


Financial  Advisor  to  Chevron  Corporation 

Dillon,  Read  &  Co.  Inc. 


'— 


Mail  to:  Moondust 
PO.  Box  4009 
Chattanooga,  TN  37405. 

□  Two  4  oz.  shakers  $750  +  $1.55  shipping  and  handling 

□  Two  10'/2  oz.  shakers  $9.20  +  $1.55  shipping  and  handling 

□  Six  4  oz.  shakers  $20.40  +  $2  00  shipping  and  handling 
D  Six  10V2OZ.  shakers  $25  20  +  $2.00  shippingand  handling 


Name. 


Address . 

City 

State  


-Zip. 


Enclose  check  or  money  order.  No  credit  cards  accepted. 
Prices  for  Specialty,  Gift,  and  Gourmet  shops  available  upon 
reguest.  Please  allow  2  weeks  for  delivery. 


^LI^TI^^-t  ^"v*-%/~*  -J-^-w^^m        At  Twentieth  Century 

YYJ  M^r    ^jH\^  IX-rU        Investors,  we  believe  some 

**  ■+     *<%  *■■*      stocks  are  like  tennis  balls, 

and  others  are  like  chicken 
eggs.  A  falling  market  takes 
them  both  down.  But  when  the  mar- 
ket bottoms,  tennis  balls  bounce  back. 
So  Twentieth  Century's  goal 
is  simple:  find  the  tennis  balls, 
and  avoid  the  chicken  eggs. 
Evidendy,  the  strategy  works.  Twentieth  Century's  investment  philos- 
ophy has  helped  put  us  among  the  top-performing  mutual  funds  in 
the  country. 

Want  to  know  more?  For  complete  information  about  our  six  funds  (Growth  Inves- 
tors, Select  Investors,  Ultra  Investors,  Vista  Investors,  Giftrust  Investors,  and  U.S. 
Governments),  write  or  call  for  a  free  prospectus.  Please  read  the  prospectus  carefully 
before  investing. 


m  one  top 
mutual  fund 
invests  in 
tennis  balls. 


Twentieth  Century  No-Load  Mutual  Funds 

Please  send  a  free  prospectus  to:                                                                                                                  ^ 
Name                                                                                                                                                                         A*H         EJ\ 

(wm) 

\            /r*> 

Tmmp 

•srarp                                                                                           7ip 

INVE     STORS 

FBS84HI9                      P.O.  Box  200,  Kansas  City,  Missour 

i  64141  •(816)531-5575 

The  Money  Men 


estate  investment  trusts  and  bant 
rupt  railroads.  Vasiliou  started  his  cs 
reer  at  the  municipal  desk  at  Citiban 
during  the  municipal  bond  crisis, 
good  grounding  in  distressed  note; 
before  moving  over  to  Merrill  Lynch' 
bond  department,  where  he,  tot 
wound  up  trading  REITs  and  banl 
rupt  railroads.  "It  was  a  real  risk 
time  to  get  involved  in  those  secur 
ties,"  he  says,  "not  unlike  the  0 
business  today." 

Before  investing  in  a  troubled  situ; 
tion,  Vasiliou  analyzes  it  from  thre 
perspectives:  the  business  fundamei 
tals,  the  legal  prospects  and  a  thir 
point  of  view  not  unlike  that  of  a 
arbitrager.  "We  want  to  know  wh 
else  owns  the  securities.  Often  yo 
can  tell  if  it's  going  to  be  a  protracte 


"Once  something's  in  trout 
ble,  people  tend  to  write  it 
off.  They  sell  on  emotion. 
That's  because  the  issues 
are  often  obscure." 
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bankruptcy  if  you  know  who  the  otl 
er  lenders  are.  Some  institutions  a: 
fighters  and  won't  make  any  conce 
sions,  and  others  will."  Vasiliou  sa 
he  and  his  partners  won't  put  mo: 
than  10%  of  the  portfolio  in  any  or 
investment  and  are  aiming  for  15  I 
25  "core  investments." 

With  a  minimum  investment  of  i 
million,  Vasiliou's  private  limitc 
partnership  (now  closed)  appeals 
pension  funds,  insurance  compani 
and  wealthy  individuals.  "These  i: 
vestments  are  not  particularly  m 
ket-sensitive,"  he  explains,  "so  v 
help  these  people  flatten  out  their  i 
vestment  performance.  And  yc 
would  expect  higher  rates  of  retu: 
which  is  another  attraction.  ( 
course,  we  won't  know  how  we  do  f 
a  couple  of  years,  which  is  about  tl 
average  workout  time."  Neverthele 
the  fund  has  attracted  $70  milli 
from  25  clients.  The  general  partn 
put  up  just  2%  of  the  capital  and  w 
get  a  much  larger  share  of  the  prof: 

Landing  the  First  Chicago  leftov< 
is  something  Vasiliou  obviously  1 
gards  as  the  big  door-opener.  "Befi 
the  First  Chicago  transaction,  inst: 
tions  felt  that  selling  sour  bank  lo 
was  something  they  shouldn't  do,' 
says.  "Now  they  feel  less  nervous 

Given  the  sorry  state  of  some  b; 
loan  portfolios  these  days,  Vasil 
may  soon  find  he  has  more  busi: 
than  he  knows  what  to  do  with 
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If  you  don't  see  your 

corporate  ad  here,  you're  missing 

more  than  some  free  publicity 


AT&T  IS  REACHING  OUT  ' 
IN  NEW  DIRECTIONS. 


Mernll  Lynch  (Inc.  3/83) 


De  Beers  (Inc.  4/84)  W.  R.  Grace  &  Co.  (Jnc.  5/84) 


II A  A  (Inc.  4/84) 


You're  missing  the  one  group  of  executives  who  control  both  their  corporate  and  personal  portfolios.  The  owners  and 
executives  of  private,  small  to  mid-sized  corporations,  they  now  invest  billions.  Their  companies  generate  half  of  all 
U.S.  sales,  employ  half  the  American  workforce,  and  create  the  majority  of  new  jobs  and 
innovations. 

And  their  impact  on  your  corporation  is  enormous  as  is  their  role  in  the  American 
economy.  This  new  breed  of  opinion  leaders  influences  a  wide  circle  of  people  in  their 
companies  and  communities.  They  are  your  customers,  suppliers,  dealers,  distributors, 
future  partners.  And  your  investors.  Only  one  leading  business  magazine  is  written  just  for 
them.  Inc.  magazine.  The  traditional  big  business  publications  simply  do  not  reach  them. 

Run  your  corporate  campaign  in  Inc.,  the  only  magazine  that  reaches  America's  dual 
investors.  And  gain  more  than  some  free  publicity. 

Inc.  The  Magazine  for  Growing  Companies. 


INVESTOR 
REPORT  NO.  2: 


Everybody  talks  about  "tech- 
nology!' 

We'd  like  to  talk  to  you  about 
making  money. 

We  —  Pacific  Telesis  Group  — 
came  out  of  the  AT&T  breakup 
with  an  enviable  opportunity.  Our 
markets  —  California  and  Nevada 
—  have  the  greatest  communi- 
cations growth  potential  in  the 
country. 

The  way  to  capitalize  on  that 
opportunity  is  to  put  technology 
where  it's  most  profitable.  We  call 
it  "Technology  on  Target,"  and 
here's  how  we  do  it. 

We've  focused  our  marketing 
strategy  on  six  key  customer 
segments.  One  of  them,  Priority 
Business,  includes  our  largest 
corporate  customers .  They       m 
generate  30  percent  of 


Technology 
on  target. 


, 


business 


revenues. 

Determining  what  technology 
Priority  customers  want  and  put- 
ting it  where  they  want  it  is  the 
key  to  profitability. 

Transmission  technology. 
Pacific  Bell  has  spent  over  $2 
billion  in  each  of  the  last  four  years 
to  expand  and  modernize  its 
network. 

The  result:  Today,  65  percent 
of  Pacific  Bell's  central  office 
switching  systems  are  computer- 
controlled.  But  in  downtown  Los 
Angeles  and  San  Francisco,  the 
figure  is  nearly  90 percent— today. 

Computerized  switches  give 
us  new,  sophisticated  services  to 
sell,  are  more  reliable  and  cost 
half  as  much  to  operate  and  main- 
tain as  their  

electromechan- 
ical predeces- 
sors. The  result: 
We  can  provide 
our  customers 


more  and  better  services 
and  make  more  money 
doing  it. 

Another  example.  By 
the  end  of  1984, 55 
percent  of  our  trans- 
mission lines  be- 
tween central 
offices  will  be 
digital. 


Our  liber 
optics  cable 
now  transmits 
40  times  more  dat 
than  copper  cable 
three  times  its  size 


Again,  though, 
we've  targeted  our 
technology  where  the 
revenues  are.  100  per- 
cent of  interoffice  facili- 
ties in  downtown  Los 
Angeles  and  San  Fran- 
cisco are  already  digital 
today. 
Fiber  optics.  Fiber 
optics  technology  is  rapidr 
replacing  copper  cable  as 
the  transmission  medium  ol 
choice.  On  a  per-foot  basis, 
fiber  costs  one-sixth  as  much 
to  install  and  one-fourth  as 
much  to  operate. 
In  the  last  four  years,  we've 
installed  more  fiber  than  any  othe 
local  communications  company. 
By  the  end  of  1984,  we'll  have  42 
million  fiber  meters  in  place  in 
major  market  areas  in  California 
But,  again,  the  real  story  for  in- 
vestors is  where  we're  putting  it. 
The  1984  Los  Angeles  Olym- 
pic Games.  To  connect  24  widely 
separated  Olympic  sites,  we've 
built  the  most  modern,  all-fiber 
metropolitan  communications  sy: 
tern  in  the  world.  But  it  won't  just 
sit  there  now  that  the  Games  are 
over.  We're  marketing  it  to  large 
Southern  California  corporation 

At  Pacific  Telesis  Group,  we 
believe  having  the  right  technoloc 
isn't  enough  —  for  our  investors 
or  our  customers. 

Technology  on  target  is  what 
really  pays  off 

If  you'd  like  more  information 
about  Pacific  Telesis  Group,  writ 
Michael  McGreevy,  Director,  In- 
vestor Relations,  140  New  Monl 
gomery  Street,  San  Francisco, 
California  94105. 


PACIFIC 

Group 


TELESIS 


By  Ben  Weberman 


Capital  Markets 


Stock  prices  have  followed  bond  prices 
since  1981.  So,  why  not  hedge  a  stock 
portfolio  in  the  fixed-income  markets? 

NEITHER  HEDGER 
NOR  STRADDLER  BE 


trading  range  in  1983.  On  this  the- 
ory the  stock  market  should  start 
following  the  bond  market  upward 
again  very  soon. 

If  we  could  count  on  the  old  rules 
holding,  it  would  seem  smart  to  go 
all  out  in  stocks  and  hedge  by  sell- 
ing bond  market  futures  short.  That 
way  you  could  speculate  on  a  rising 
stock  market  while  being  fully  pro- 
tected if  interest  rates  were  to  go 
into  reverse  and  start  rising  again. 

But  don't  forget  this  about  invest- 
ment markets:  Just  when  almost  ev- 
eryone becomes  aware  of  a  rule,  the 
gods  change  it.  To  switch  meta- 
phors, we  may  be  in  a  new  ball- 
game.  I  am  not  saying  we  are,  but 
we  could  be  if  the  economy  goes 
into  a  tailspin,  depressing  corporate 
profits  and  corporate  demand  for 
money  simultaneously.  It  has  hap- 
pened in  the  past  and  could  happen 
again.  If  it  does,  the  hedger  loses  on 
both  sides  of  his  position. 

Back  in  1977-80,  when  the  stage 
was  set  for  double-digit  inflation, 
stock  prices  had  so  little  correlation 
with  the  rapid  rise  of  interest  rates 
that  the  technicians  called  it  an  in- 
verse correlation.  Rising  interest 
rates  were  pushing  down  bond 
prices,  but  stock  prices  stayed  up 
because  shares  were  being  pur- 
chased— erroneously,  it  turned 
out — as  inflation  hedges. 

But  even  if  you  are  certain  that 
the  correlation — rising  stocks,  fall- 
ing interest  rates — will  hold,  hedg- 
ing is  not  such  a  hot  idea  for  the 
average  investor  or  speculator.  The 
costs  are  too  high.  Let's  assume  our 
stock  portfolio  is  worth  $100,000. 
To  hedge  it  with  one  bond  future 
contract,  a  contract  to  buy  $100,000 
worth  of  8%,  20-year  Treasurys  at 
some  designated  time  in  the  future, 
involves  70'%2  or  $70,938  for  De- 
cember settlement,  706/32  or 
$70,188  for  March  1985  and  69'6/« 


MONEY  &  INVESTMENTS 


There  is  a  theory  making  the  rounds 
that  someone  who  is  fully  invested 
in  stocks  can  hedge  against  a  col- 
lapse of  the  market  by  selling  either 
interest  rate  futures  or  the  puts  on 
those  futures. 

Behind  this  theory  is  the  view 
that  stock  prices  will  go  up  when 
interest  rates  go  down.  The  theory 
is  not  without  foundation.  It  has 
worked  out  that  way  frequently  in 
recent  times.  After  all,  low  interest 
rates  are  good  for  business,  which  is 
good  for  the  stock  market.  Besides, 
stocks  must  compete  with  bonds 
for  investment  dollars,  and  low  in- 
terest rates  make  stocks  a  more  at- 
tractive alternative. 

This  rough  correlation  has,  in 
fact,  held  true  since  1981.  Studies 
by  Carmine  Grigoli  of  Merrill 
Lynch,  Pierce,  Fenner  &.  Smith 
show  about  a  65%  correlation  be- 
tween stock  prices  and  bond  prices. 
Interest  rates  peaked  in  mid- 1981 
and  then  fell  through  early  1983. 
They  have  been  in  a  broad  trading 
range  since.  Bond  prices  moved  in- 
versely, of  course,  falling  as  rates 
rose,  rising  rapidly  as  rates  fell  and 
then  holding  in  a  trading  range  that 
allowed  for  a  strong  and  significant 
rally  in  recent  weeks. 

Stock  prices  followed  with  a  lag  of 
three  to  six  months,  beginning  their 
ascent  in  1982  and  leveling  off  to  a 

Ben   Weberman    is   economics   editor   of 
Forbes  magazine 


or  $69,500  for  June  1985. 

For  big  institutional  investors 
like  banks,  the  Board  of  Trade  re- 
quires a  minimum  $2,000  initial 
margin  on  this  contract,  only  2%. 
But  for  most  individuals  the  brokers 
demand  $5,000  or  more,-  they  want 
to  make  sure  there  is  enough  cash  in 
the  account  to  handle  any  margin 
calls,  because  the  margin  can  be 
wiped  out  in  just  a  day  or  two  if 
the  market  is  moving  in  the  wrong 
direction. 

Stocks  in  the  past  year  have  had  a 
total  return  of  4.7%,  while  bonds 
have  returned  6.8%.  Thus,  if  you 
were  short  in  the  bond  market,  the 
hedging  loss  more  than  offset  the 
gain  in  the  stock  market.  But  even  if 
the  correlation  between  total  stock 
return  and  total  bond  return  were 
perfect,  this  kind  of  hedge  limits 
any  gain  from  stocks.  You  pay  out 
all  your  stock  gains,  in  effect,  as 
insurance  premiums. 

Grigoli  believes  the  best  hedge 
against  a  fall  in  the  stock  market 
would  be  the  obvious  one,  stock 
index  futures,  but  only  for  large  in- 
vestors with  widely  diversified  port- 
folios. The  correlation  is  almost 
nonexistent  between  the  move- 
ment of  any  broad  stock  index  such 
as  the  S&P's  500  and  the  movement 
of  a  single  issue  of  stock.  Only  after 
you  pass  a  diversified  holding  of  at 
least  20  issues  do  you  begin  to  get 
some  hedging  coverage. 

Grigoli  is  troubled  that  so  few 
investors  realize  the  hazards  of 
hedging  a  small  portfolio.  "The  guy 
who  has  half  a  dozen  issues  of  ener- 
gy and  high-technology  stocks  has 
no  way  to  offset  his  risk,"  the  ana- 
lyst explains.  "He  is  betting  on 
these  industries  and  companies  and 
should  forget  about  any  technique 
to  insure  the  bet." 

My  advice  to  most  of  you  is:  For- 
get these  fancy  techniques  and  stick 
to  fundamentals.  Despite  the  vigor- 
ous rally,  which  has  carried  bond 
yields  down  to  11.6%  from  12.6% 
in  two  months,  fixed-income  in- 
vestments are  still  a  good  purchase. 
Instead  of  selling  bonds  or  bills  to 
hedge  a  stock  portfolio,  I  would  be 
buying  fixed-income  issues  for  fur- 
ther appreciation  as  the  economy 
continues  to  expand  at  a  3%  to  4% 
rate  through  much  of  1985  and, 
most  important,  inflation  moves 
downward  from  the  current  4%  rate 
to  3%  or  even  2%.  ■ 
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The  Big  Portfolios 


Few  of  the  big  moneys  runners  are  buying 
the  gloomster  scenario. 

RARING  TO  GO 


MONEY  a  INVESTMENTS 


By  Susan  Lee 


At  the  beginning  of  October,  after  a 
month's  nap,  the  bulls  started  to 
snort  and  paw  the  ground.  They 
sniffed  better  times.  The  crack  in 
short-term  rates  looked  real,  the 
economy  was  slowing  nicely  and 
corporate  earnings  looked  strong. 
Sure  enough,  the  mid-October  surge 
brought  the  Dow  Jones  up  smartly. 
But  then  it  stalled,  decked  by  bear- 
ish news:  Third-quarter  growth 
slowed  more  than  anticipated  and 
corporate  earnings  were  lower  than 
expected.  Nevertheless,  I  can  report 
that  the  bulls  are  still  snorting  and 
pawing. 

Most  money  runners  are  ignoring 
fashionable  doomster  predictions. 
Instead,  they  expect  a  boost  from 
what  seems  to  be  the  best  barom- 
eter of  the  stock  market;  the  bond 
market.  Stephen  Timbers  of  The 
Portfolio  Group  thinks  the  Conti- 
nental Illinois  crisis  kept  rates  high 
through  spring  and  summer.  "Fi- 
nancial crises  always  make  people 
nervous,"  he  says.  Moreover,  the 
Fed  infused  Continental  Illinois 
with  funds  while  draining  funds 
from  the  rest  of  the  banking  system. 
But,  he  says,  the  Fed  started  easing 
in  September  and  short-term  rates 
should  continue  to  slide. 

Along  with  a  looser  Fed  policy, 
money  runners  are  finding  reasons 
for  interest-rate  optimism  in   the 

Susan  Lee  is  a  senior  editor  of  Forbes 
magazine 


economy.  Maurice  Mandel  of 
Shields  Asset  Management  doesn't 
foresee  any  immediate  credit 
crunch,  even  though  the  normal 
workings  of  the  economic  cycle 
would  pressure  interest  rates  about 
this  time.  The  combination  of  for- 
eign capital  inflows  and  the  1981 
tax  law,  he  says,  have  left  corpora- 
tions with  good  cash  flow.  Thus, 
most  money  movers  think  interest 
rates  will  fall  through  the  end  of  the 
year,  bringing  a  strong  stock  mar- 
ket. Mandel  could  see  the  Dow 
Jones  at  1300  before  1985. 

No  surprise,  then,  that  the  bulls 
are  up  for  one  group  of  stocks  that 
can  profit  by  declining  rates:  finan- 
cial services.  Timbers'  portfolio  is 
heavily  weighted  in  this  sector,  es- 
pecially regional  banks.  He  men- 
tions Valley  National  in  Arizona 
and  Bankers  Trust  of  South  Caroli- 
na, a  regional  he  feels  is  not  only 
"good  quality,"  but  a  potential  take- 
over candidate  as  well. 

Even  Jim  Kermes  of  Sun  Bank  in 
Florida,  who  thinks  the  market 
could  stick  in  a  "blah"  trading  range 
of  1150  to  1280,  likes  regional 
banks.  (He  agrees  with  Timbers 
about  Valley  National.)  Kermes  al- 
lows that  being  the  head  of  a  region- 
al bank  has  something  to  do  with 
his  optimism.  But  he  argues  that  the 
regionals  are  picking  up  more  of  the 
business  slipping  away  from  the 
money  center  banks. 

On  the  other  hand,  Christopher 
Najork  of  RepublicBank  Trust  likes 
money  center  banks.  He  is  cheerful 
about  Manny  Hanny,  which,  he 
says,  has  been  overdiscounted.  The 
stock  had  slid  more  than  50%  from 
its  1983  high.  How  can  you  lose  at  a 
recent  4Vi  times  earnings? 

Najork,  Mandel  and  Timbers  are 
all  hot  for  the  bombed-out  insur- 
ance group.  Timbers  mentions 
American      International      Group. 


Mandel  likes  Cigna,  which  he  says 
is  in  a  good  turnaround  situation. 
And  Najork,  who  thinks  the  under- 
writing cycle  has  finally  turned  fa- 
vorable, is  up  for  The  Travelers. 

As  for  that  other  group  of  interest- 
rate-sensitive  stocks,  utilities,  opin- 
ion is  mixed.  Overall,  utilities  have 
been  climbing  since  early  summer. 
Indeed,  they  have  hit  highs  that 
haven't  been  hit  since  March  1966. 
Mandel  thinks  there's  more  room 
for  upward  movement.  At  the  mo- 
ment his  favorite  is  Central  & 
South  West  Corp.  Timbers  likes 
some  electrical  utilities  and  tele- 
phone regionals  like  BellSouth  and 
Southwestern  Bell. 

On  the  other  side,  Najork  is  mov- 
ing out  of  utilities.  He  recently  sold 
Southern  California  Edison  and  is 
considering  dumping  Nynex,  which 
has  had  a  fast  runup.  Reducing  his 
utility  position  will  free  him  to  i 
slurp  up  some  bargains  he  sees  in 
the  high-tech  area:  from  the  big, 
Control  Data  and  NCR,  to  the  i 
small,  Computer  Sciences — "a  poor 
man's  EDS." 

There's  one  note  of  doubt,  howev- 
er, in  all  the  bullishness.  What  if  the  l 
healthy  slowdown  should  turn  into 
something  a  good  deal  worse  and 
not  at  all  healthy?  One  big  money 
runner  who  worries  about  this  is 
Charlie  Parker  at  Continental  In- 
surance. He  classifies  himself  as 
"cautious."  Parker  is  forecasting 
that  the  economic  slowdown  could 
be  more  dramatic  than  the  consen- 
sus predicts.  This  curmudgeon  even 
says  we  could  get  a  bond  rally  with- 
out a  stock  rally. 

Parker  is  hedging  his  stock  bets 
on  the  way  fiscal  policy  will  go  aftei 
January  1985.  If  spending  and  taxes 
stay  down,  he  thinks  a  jump  intc 
high  tech  is  smart.  Quality  technol- 
ogy stocks,  though,  like  IBM  anc 
Hewlett-Packard.  If  spending  anc 
taxes  go  up,  then  consumer  services 
and  retailers  like  Dayton-Hudson  oi 
Wal-Mart  ("at  the  right  price" 
would  seem  right.  One  stock  he's 
not  cautious  about  at  the  moment  is 
Castle  &.  Cooke,  a  food  distributior 
company  that  could  be  a  possible 
candidate  for  LBO.  It  has  lots  of  rea 
estate  that  could  be  "redeployed." 

But  Charlie  Parker  is  clearly  in  ; 
minority.  There's  lots  of  optimist 
out  there.  It  wouldn't  take  much  t( 
make  the  bulls  stop  pawing  anc 
start  charging.  ■ 
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The  Contrarian 


The  fundamentals  show  that  all  systems 
are  go  for  stocks.  But  how  are  they 
priced?  Almost  on  afire-sale  basis. 

WIZARDS?  OR 
FUNDAMENTALS? 


MONEY  &  INVESTMENTS 


By  David  Dreman 


There  are  still  plenty  of  scared  ex- 
perts around.  Some  are  scared  that 
interest  rates  will  shoot  up  with 
rapid  economic  growth.  Others  fear 
a  falling  economy  and  plunging  cor- 
porate profits.  Examining  their 
charts,  entrails  of  chickens  and  oth- 
er similarly  precise  indicators,  the 
technical  wizards  concur  that 
things  look  bleak. 

Nonsense.  Utter  nonsense. 

First,  let's  turn  to  the  fear  of  rising 
interest.  Rates  have  always  moved 
up  sharply  with  escalating  prices.  In 
1982,  for  example,  when  inflation 
rose  to  15%,  the  prime  hit  23%  and 
long  Treasurys  reached  15'/2%. 
However,  today's  inflation  situation 
is  entirely  different.  As  we  enter  the 
third  year  of  economic  expansion, 
prices  are  rising  at  under  a  5%  rate 
on  the  CPI  and  only  1.6%  on  the 
Producer  Price  Index.  Increases  in 
recent  months  in  both  indexes  are 
lower  than  a  year  earlier. 

More  important,  the  underlying 
forces  that  propelled  prices  higher 
are  showing  only  modest  gains  and, 
in  some  cases,  outright  declines. 
Commodity  prices  have  fallen 
sharply  through  the  economic  ex- 
pansion. Even  adjusting  for  the 
stronger  dollar,  many  are  lower  to- 
day than  they  were  at  the  bottom  of 

David  Dreman  is  managing  director  of 
Dreman  6  Embry,  Investment  Counsel,  New 
York,  and  author  of  The  New  Contrarian 
Investment  Strategy. 


the  last  recession.  Copper,  a  good 
benchmark,  has  dropped  to  under 
60  cents  a  pound — well  below  the 
break-even  point  for  major  domes- 
tic producers.  The  push  of  commod- 
ity prices  on  inflation  is  likely  to  be 
negligible  in  the  foreseeable  future. 

The  same  holds  true  for  wages. 
With  an  expanding  economy  and 
higher  capacity  utilization,  wages 
have  traditionally  leaped  ahead, 
leading  other  price  increases  in  ev- 
ery period  of  recovery  since  the  war. 
For  this  reason,  the  recent  wage  set- 
tlements by  the  UAW  and  the 
UMW  of  about  2Vi%  annually  for 
40  months — below  current  inflation 
rates — are  dramatic.  Never  in  the 
postwar  period  can  I  recall  major 
unions  settling  on  such  moderate 
terms  in  an  expanding  economy. 
Moreover,  because  these  unions  are 
considered  tough  negotiators,  their 
settlements  are  used  as  examples  by 
other  large  unions,  which  means  la- 
bor cost  increases  should  be  moder- 
ate for  some  time  to  come.  Thus,  for 
the  first  time  in  decades,  inflation 
should  not  be  fueled  by  wages  to 
any  major  extent. 

Finally,  oil  has  been  a  major  con- 
tributor to  inflation  for  1 1  years,  but 
now  its  price  trend  is  clearly  down. 

Adding  up,  it  seems  likely  that 
inflation,  the  most  disruptive  force 
on  rising  stock  prices,  because  it  is 
accompanied  by  high  interest  rates, 
should  continue  to  be  moderate. 

Turning  then  to  the  next  fear, 
that  of  a  sharp  industrial  downturn. 
Here  the  economic  wizards  have 
proven  themselves  almost  consis- 
tently wrong.  Most  economic  fore- 
casters originally  predicted  that  a 
recession  would  begin  in  the  middle 
of  1984.  As  the  economy  continued 
to  steam  merrily  along,  the  arrival 
date  has  been  postponed  time  and 
again.  The  current  best  consensus 
guess  is  the  second  half  of  1985. 


While  economic  expansion  is  slow- 
ing, GNP  is  still  growing  at  nearly 
3%,  an  anything  but  inconsequen- 
tial rate.  (In  John  Kennedy's  1960 
presidential  campaign,  one  of  his 
major  plans  was  to  "get  the  econo- 
my moving  again."  The  goal  was  to 
reach  GNP  growth  of  3%.) 

Corporate  profits  should  be  up 
25%  this  year  and  at  least  10%  next 
year.  Earnings,  too,  are  growing  at  a 
far  brisker  clip  than  even  in  the  days 
of  the  great  bull  market  of  the 
1950s.  The  quality  of  earnings  is 
also  better  than  it  has  been  in  de- 
cades because  of  much  lower  infla- 
tionary content  as  well  as  far  more 
liberal  depreciation  and  other  non- 
cash accrual  allowances. 

How  does  the  market  price  these 
strong  fundamentals?  Currently,  on 
an  almost  fire-sale  basis.  At  8  times 
1985  estimates,  the  S&P's  500  is 
about  one-half  the  P/E  multiple  it 
averaged  for  over  100  years. 

My  advice  is  to  forget  the  chart- 
ists and  economic  wizards.  On  ba- 
sics the  market  is  still  ultracheap. 
Buy  large-cap,  low-P/E  stocks  with 
strong  fundamentals,  and  chances 
are  you  will  come  out  well. 

Here  are  three  stocks  I  would  look 
at  now: 

Westinghouse  (27)  is  a  good  exam- 
ple of  the  gains  that  can  be  made 
from  an  out-of-favor  stock.  Earn- 
ings have  recovered  from  16  cents 
in  1974  to  $2.84  last  year.  In  spite 
of  an  almost  sixfold  increase  in  i 
market  price,  the  stock  still  repre- 
sents good  value.  Per-share  income 
should  increase  about  20%  in  1984 
and  about  15%  next  year.  Westing- 
house  yields  3.6%  and  trades  at  10 
times  earnings. 

Philip  Morris  (78)  is  the  nation's 
largest  cigarette  manufacturer  and, 
through  its  totally  owned  Miller 
subsidiary,  the  country's  second- 
largest  brewer.  Earnings  have  grown 
at  better  than  16%  a  clip  over  the> 
past  five  years  and  are  expected  to 
increase  at  least  15%  in  1984  and 
1985.  The  stock  trades  at  10  times 
earnings  and  yields  4.3%. 

Universal  Leaf  (19)  is  the  largest 
processor  of  tobacco  for  cigarette, 
pipe  and  cigar  manufacturers.  Earn- 
ings have  a  long-term  pattern  of 
above-average  growth  and  should  be 
up  better  than  10%  in  the  current 
fiscal  year  ending  June  30.  The 
stock  yields  4.8%  and  trades  at  9 
times  earnings.  ■ 
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'Of  course  I'm  sure,  I  read  it  in  Business  Week" 


The  decisions  of  top  management  may  be  guided  by 
intuition  and  imagination. 

But  they  must  be  based  on  timely  and  accurate 
information. 

That's  why  Business  Week  is  read  so  thoroughly  and 
respected  so  highly  by  upper  echelon  executives  all  over  the 
world. 

Business  Week  has  more  full-time  editors  than  any  other 
business  magazine. 

Specialists  in  Finance.  Economics.  Marketing. 
Management.  Technology.  And  more. 

They  do  not  merely  report  the  facts.  They  analyze  them. 
And  provide  a  context  of  meaning  that  is  unparalleled. 

An  environment  like  this  adds  importance  and  impact  to 
your  product,  service,  or  corporate  message. 

That's  the  reason  our  advertisers  have  as  much  confidence 
in  Business  Week  as  our  readers. 

BusinessWeek 

THE  VOICE  OF  AUTHORITY 


Stock  Trends 


MONEY  &  INVESTMENTS 


The  economic  indicators  seem  too  good 
to  believe,  but  you  better  believe  them. 

1988  BY  1988 


By  Ann  C.  Brown 


The  chance  to  write  a  column  like 
this  happens  only  once  every  couple 
of  decades,  when  95%  of  the  eco- 
nomic signals  are  simultaneously 
flashing  long-term,  go-ahead  green. 
Just  when  things  were  looking  good, 
along  came  the  oil-price  cut,  and 
now  things  look  even  better.  This 
welcome  energy  development  is 
certain  to  knock  a  percentage  point 
or  two  off  the  anticipated  1985  and 
1986  U.S.  inflation  rates.  Score  an- 
other one  for  us  sustained  growth 
scenarists  who  have  been  maintain- 
ing there  would  be  no  meaningful 
economic  downturn  until  1987  at 
the  earliest. 

Four  bore  years?  Could  be,  if  the 
expansion  shifts  to  steady  and  per- 
sistent progress.  Now  that  the  too- 
long  Campaign  '84  media  mini- 
series  is  over,  the  electeds  and  re- 
electeds  can  concentrate  on  giving 
the  voters  at  least  a  little  of  what 
was  promised.  At  the  top  of  both 
political  party  lists  will  be  doing 
something  about  the  deficit.  The  re- 
sult probably  will  resemble  a  patch- 
work financial  security  blanket, 
with  swatches  of  "tax  reform"  (an- 
other name  for  tax  increases),  alter- 
nated with  a  hodgepodge  of  minor 
social  spending  cuts  and  military 
stretchouts  and  postponements. 
Whatever  the  final  form,  the  sub- 


Ann  C.  Brown  is  chief  executive  officer  of  the 
equity  advisory  and  portfolio  management 
firm  of  AC.  Brown  &  Associates. 


stance  is  unlikely  to  harm  investors 
in  any  meaningful  way,  and  the 
mere  fact  that  there  is  a  spirited 
attempt  in  Washington  toward  bal- 
ancing the  budget  could  be  good  for 
200  to  300  points  on  the  DJI. 

It's  anything  but  the  yawn  of  a 
new  day  in  the  Capitol  and  the  cap- 
ital markets.  The  country's  move  to 
the  fiscally  conservative  right 
marches  on,  aided  and  abetted  by 
over  75  million  aging,  self-indul- 
gent members  of  the  post-World 
War  II  generation — baby-boomers  in 
the  current  cliche — who  are  eager  to 
keep  what's  theirs.  Add  the  even 
younger,  upwardly  mobile  profes- 
sionals who  are  in  a  hurry  to  get 
what  they  haven't  got,  and  the  re- 
sult is  a  powerful  political  force  de- 
manding financial  responsibility  on 
the  part  of  both  Congress  and  the 
Administration. 

While  the  final  stress-filled  weeks 
of  the  election  were  bringing  out  the 
worst  in  the  best  of  candidates,  the 
federal  figure-factories  were  grind- 
ing out  storybook-come-true  statis- 
tics. What  was  supposed  to  be  up 
was  up — personal  disposable  in- 
come, housing  starts,  the  number  of 
persons  employed,  the  GNP — but 
not  up  enough  to  rekindle  inflation- 
ary fever.  What  was  down  was  per- 
haps more  important — particularly 
interest  rates,  which  tangibly  ac- 
knowledged a  gentle,  nonrecession- 
ary  slowing  of  the  economy.  The 
Federal  Reserve  now  has  room  and 
reason  to  continue  its  gradual  relax- 
ation of  the  money  supply  and, 
since  the  Treasury  will  have  some 
fancy  financing  to  do  over  the  near 
term,  declining  interest  rates  would 
greatly  help  its  cause. 

Here  we  are,  then,  face-to-face 
with  lowering  interest  rates,  low  in- 
flation, relatively  low  taxes,  low 
real  unemployment,  a  to-be-low- 
ered federal  deficit  and  a  probable 


lower  import/export  trade  imbal- 
ance. The  result?  Higher  stock 
prices — probably  a  lot  higher  than 
the  rarely  right  consensus  is  cur- 
rently predicting.  I'll  go  for  1988  on 
the  DJI  by  the  time  of  the  1988 
elections.  All  that's  needed  is  an 
easily  attainable  average  earnings 
growth  rate  of  10%  for  the  next  four 
years,  together  with  a  modest  mar- 
ket multiple  of  10. 

Ever  since  early  August  I  have 
been  naming  names  of  stocks  likely 
to  lead  the  way  up.  Included  have 
been  several  big  institutional  mon- 
ey blotters,  a  number  of  beneficia- 
ries of  any  weakening  in  the  dollar 
and  selected  companies  with  rising 
earnings,  which  are  presently  sell- 
ing below  their  recent  historical  P/E 
ratios.  Twenty-two  good,  sound 
choices  and,  so  far,  all  but  three 
rewarding.  New  additions  to  this 
list  are  a  few  stocks  whose  earnings 
estimates  have  been  refreshingly  re- 
vised upward  by  a  generally  gloomy 
group  of  security  analysts.  Federal 
Paper  Board  (24)  turned  in  third-pe- 
riod earnings  some  40%  higher  than 
most  of  The  Street  was  looking  for. 
As  foreign  currencies  strengthen 
vis-a-vis  the  dollar,  the  company's 
profits  could  provide  increasingly 
pleasant  surprises  over  the  next  12 
months.  Earnings  estimates  for  full- 
year  1984  have  been  hiked  tc 
around  $2.90  per  share,  with  over  $4 
per  share  possible  for  next  year. 

Square  D  (38)  shows  every  indica- 
tion of  earning  closer  to  $3.85  pei 
share  this  year  and  $4.40  in  1985 
than  the  $3.40  and  $3.75  many  ex- 
perts have  been  estimating.  Look 
for  a  pop  in  the  multiple  to  1 1  or  11 
times  earnings,  making  $50  pe*. 
share  a  next-year  possibility. 

The  last  time  I  recommended  it 
Col/ins  &  Aikman  (34)  was  at  a  prict 
of  $10  per  share  (Forbes,  Dec.  21 
1981).  Since  then,  the  stock  ha 
bounced  to  $43,  only  to  pull  bacl 
because  of  concern  about  forei 
textile  competition  and  strik 
threats  among  its  automotive  cus 
tomers.  The  latter  worry  has  fadei 
and  the  former  seems  grossly  exag 
gerated  because  of  the  company' 
unique  product  mix.  Earnings  i 
the  fiscal  year  ending  February  198 
are  now  estimated  at  $6  per  shan 
with  $6.50  or  more  possible  nex 
year.  Will  Collins  &  Aikman  tripl 
again  by  1987?  Sweet  talk — an 
even  sweeter  dreams.  ■ 
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A  Special  Invitation  from  VALUE  LINE 

To  Investors  Who  Use 
iscount  Brokers 

. .  and  make  their  own  investment  decisions 


\  growing  minority  of  investors 
ire  turning  to  discount  brokers  to 
;ut  commission  costs.  Generally, 
his  is  appropriate  only  for  those 
Ivho  make  their  own  decisions, 
;ince  most  discount  brokers  do 
pot  provide  investment  research. 
[So,  if  you're  doing  business  with 
(a  discount  broker,  you  need  the 
best  independent  research  you 
can  get.  (Your  commission  sav- 
ings on  just  a  few  trades  may  pay 
for  a  full  year  of  such  assistance.) 
Here's  how  Value  Line  can  help: 


We'd  like  to  send  you  Value  Line's 
latest  full-page  Reports  on  each  of 
1700  stocks  under  continual 
'review.  These  come  to  you  ready 
|for  instant  use,  fully  indexed  and 
loose-leaf  bound  in  the  Investors 
Reference  Service  and  will  be 
systematically  updated  by  new 
Reports  in  the  weeks  ahead.  Filing 
takes  less  than  a  minute  a  week. 
All  this  material  is  so  organized  in 
your  binder  that  you  can  quickly 
turn  to  a  continually  updated 
report  on  almost  any  leading 
stock. 

These  comprehensive  Reports  cov- 
er almost  every  stock  that's  likely 
to  be  of  interest  to  you.  The  1700 
stocks  covered  by  Value  Line  ac- 
count for  approximately  96%  of  all 
dollar  trading  volume  in  the  U.S. 
equity  markets.  With  Value  Line, 
you're  really  "well  armed." 
A  typical  Value  Line  full-page  Re- 
port on  a  stock  includes  22  series 
'of  vital  financial  and  operating  sta- 
tistics—going back  15  years  and 
estimated  3  to  5  years  into  the 
future— plus  ratings  and  estimates 
'of  relative  Price  Performance  in 
the  next  12  months,  long-term  per- 
centage   Appreciation    Potential, 


Safety,  current  Yield  and  P/E 
compared  to  past  norms,  and 
Value  Line's  analysis  of  ongoing 
corporate  developments.  About 
130  Reports  are  issued  every  week 
—1700  every  13  weeks,  in  regular 
sequence. 

But  perhaps  most  significant  of  all 
is  the  objective  Value  Line  Rank- 
ing System  which  reduces  thou- 
sands of  hours  of  research  by  70 
experienced  analysts  and  statis- 
ticians to  two  straightforward  sig- 
nals, the  rank  for  Timeliness  and 
the  rank  for  Safety. 

Stocks  to  Avoid  Now.  Because 
Value  Line  applies  uniform  stan- 
dards of  evaluation  to  all  1700 
stocks,  you  can  quickly  and  easily 
identify  which  stocks  we  currently 
rate  relatively  best  and  worst  for 
your  particular  goals.  We  especially 
suggest  you  avoid  the  400  stocks 
currently  ranked  below  average 
for  Timeliness  (Performance)  in 
the  year  ahead. 

In  addition  to  the  full-page  Re- 
ports, Value  Line's  key  investment 
ratings  and  measurements  for  all 
1700  stocks  are  updated  EVERY 
WEEK  in  our  40-page  weekly  Sum- 
mary &  Index.  With  Value  Line, 
you  are  never  left  "hanging." 

Double  Bonus  Offer.  If  you're  an 
independent  investor— if  you  call 
your  own  shots — you  should  settle 


for  nothing  less  than  the  best.  So  we 
invite  you  to  let  us  send  you  The 
Value  Line  Investment  Survey  every 
week  for  the  next  1 2  months.  Plus 
two  immediate  bonuses — the  two- 
volume  Investors  Reference  Serv- 
ice and  our  penetrating  new  guide- 
book, "A  Subscriber's  Guide,"  which 
explains  how  even  inexperienced 
investors  can  apply  thousands  of 
hours  of  professional  research  to 
their  own  portfolios  by  focusing  on 
only  two  unequivocal  ratings,  one 
for  Timeliness  (Performance  in  next 
12  months),  the  other  for  Safety. 

Money  Back  Guarantee:  You 

take  no  risk  in  accepting  this  offer. 
If  you're  not  satisfied  with  Value 
Line  for  any  reason  at  all,  just  re- 
turn the  material  you  have  received 
within  30  days  for  a  full  refund  of 
your  subscription  fee. 

Special  Introductory  Trial 
Offer.  Or  if  you  prefer— and  if  no 
member  of  your  household  has 
subscribed  to  Value  Line  in  the 
past  two  years— you  may  take  an 
introductory  10- week  trial  for  only 
$37.  You  get  the  same  money- 
back  guarantee  and  the  guide- 
book. 

CALL  TOLL-FREE: 

If  you  hava  Master  Card,  Amarlcan 

Exprass  or  Vlaa,  phona  1-800- 

331-1750  (oparator  13)  24  hra. 

7  day*  a  waak. 


The  Value  Line  Investment  Survey 

Valua  Una,  Inc.,  711  Third  Ava.,  N.Y.,  N.Y.  10017 


Department: 
316G19 


INTRODUCTORY  OFFER 

□Begin  my  1 0-week  trial  subscription  lor  $37  to  The 
Value  Line  Survey  (limited  once  to  any  household 
every  two  years)  and  send  me  the  guidebook  listed 
above. 

ONE  YEAR  SUBSCRIPTION 

D  Begin  my  1-Year  (52  issues)  subscription  for 
$365  and  send  me  the  two  bonuses  listed  above. 
There  are  no  restrictions  with  this  annual 
subscription. 

SPECIAL  EXTRA  BONUS 

A  pocket-size  CREDIT 
CARD  LCD  CALCULA- 
TOR given  to  you  when 
you  order  The  Value 
Line  Investment  Survey  for  one  year. 

This  subscription  is  tax-deductible  and  non- 
assignable. Foreign  rates  upon  request. 


□  My  payment  is  enclosed.  □  Please  charge  to: 

□  American  Exp.  □  Master  Card  □  Visa 

Expiration  Date 

Account  # 

(N.Y.  residents  add  sales  tax.) 

Allow  4  to  6  weeks  for  delivery. 


Signature 
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Venture  Capital 


Little  did  L  know  what  L  was  getting  into 
when  L  mentioned  venture  capital  clubs. 

HITTING  A  NERVE 


MONEY  &  INVESTMENTS 


By  Thomas  P 

Murphy 

>^J 

ri^^^R 
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Last  year  I  opened  myself  a  Pando- 
ra's box  by  writing  about  venture 
capital  clubs.  I  had  given  quite  a  lot 
of  thought  to  the  writing  of  the  col- 
umn and  expected  some  reaction. 
But  I  had  no  idea  what  I  was  kicking 
off.  These  venture  clubs  must  be  the 
fastest-growing  movement  in  the 
country,  and  I  have  taken  to  hiding 
from  my  telephone. 

It  was  September  of  last  year — 
there  were  four  or  five  clubs  up  and 
running.  All  were  modeled  after  the 
Connecticut  Venture  Group,  the 
club  started  in  Stamford  ten  years 
ago  by  me  and  some  associates.  The 
newer  ones  had  been  started  by  our 
former  members  who  had  moved  to 
other  cities,  or  by  people  who  had 
attended  our  meetings  and  decided 
the  club  idea  would  work  where 
they  lived,  too. 

To  put  things  in  perspective,  this 
was  a  modest,  easygoing  kind  of  ef- 
fort on  our  part.  No  one  expected  to 
launch  a  nationwide,  much  less  a 
worldwide,  formation  of  clubs. 
Now  the  former  is  certainly  hap- 
pening— there  are  18  clubs  under 
way  in  the  U.S. — and  this  fall  in- 
quiries have  been  pouring  in  to  our 
management  firm,  Baxter  Interna- 
tional of  Stamford,  at  the  rate  of  30 
or  so  a  week. 

The  inquiries  are  phrased  differ- 
ently by  different  people,  but  the 

Thomas  P.  Murphy  heads  a  venture  capital 
firm,  Partnership  Dankist,  Stamford,  Conn. 


basic  question  is  always  the  same: 
"How  can  we  start  a  venture  club?" 
Inquirers  are  sent  a  package  of  mate- 
rial, plus,  at  this  point,  the  name  of 
anyone  else  in  their  area  who  has 
already  written  to  us.  There  seemed 
to  be  some  danger  in  a  few  places, 
particularly  southern  California, 
that  we  would  end  up  with  venture 
capital  clubs  on  all  four  corners  of 
the  same  intersection. 

After  that,  some  people  take  the 
trouble  to  visit  a  monthly  meeting 
of  the  Connecticut  Venture  Group. 
That  is  usually  enough,  and  ordi- 
narily a  month  or  two  later  we  hear 
about  the  inaugural  meeting  of  the 
XYZ  Club.  By  the  end  of  next  year,  I 
would  guess  that  there  will  be  an- 
other 50  clubs  operating  in  the  U.S. 
and  a  nucleus  of  venture  clubs  un- 
der way  around  the  world.  Australia 
already  has  one  going. 

To  be  candid,  I  am  as  bemused  by 
this  sudden  proliferation  of  venture 
clubs  as  anyone  else,  and  I  regularly 
ask  people  who  want  to  start  them 
why  they  are  interested. 

The  answers  I  get  boil  down  to 
two  things:  We  need  something  in 
our  area  to  get  the  economy  going 
again.  For  example,  on  one  of  the 
days  when  I  wasn't  hiding  from  my 
telephone,  I  answered  a  call  from  a 
gentleman  who  said  that  he  was 
with  the  governor's  office  in  a  mid- 
western  state.  As  he  put  it:  "We're 
in  the  heart  of  the  Rust  Bucket." 
This  was  six  months  ago,  and  the 
state  now  has  a  club  running  that 
already  has  helped  a  couple  of  new 
businesses  get  started.  I  like  to 
think  that  that  counts  for  a  few 
chips  off  the  old  rust  bucket. 

The  other  answer,  and  I  have 
heard  it  several  times,  is:  "This  is  an 
idea  whose  time  has  come."  Sounds 
good.  But  what  does  it  mean,  really? 

It  means,  I  think,  that  many  parts 
of  the  country  are  beginning  to  rec- 


ognize that  the  future  lies  in  getting 
new  enterprises  started.  In  fact, 
only  in  a  few  places  is  significant 
help  available  to  entrepreneurs,  and 
even  in  these  areas  the  help  is  scat- 
tered, uncoordinated  and,  as  far  as 
the  entrepreneur  is  concerned,  not 
very  easy  to  find. 

Except  for  the  areas  where  ven- 
ture capital  is  centered,  we  have 
traditionally  been  Darwinian  about 
new  enterprise  in  this  country.  Un- 
less the  prospective  entrepreneur 
demonstrates  that  he  can  work  like 
a  horse  and  eat  like  a  bird,  he  or  she 
does  not  deserve  to  have  a  new  busi- 
ness. That  sounds  nice  and  tough- 
minded,  but  taken  literally  it  can 
leave  you  sitting  between  an  aban- 
doned garment  factory  and  a  rusting 
steel  mill  while  no  entrepreneurs 
pass  your  severe  tests. 

What  can  venture  capital  clubs  do 
to  change  this?  Though  such  clubs 
are  just  starting  to  evolve,  it  is  al- 
ready obvious  that  they  are  adapting 
to  the  circumstances.  They  are 
showing  a  willingness  to  work  with 
what  they  have  locally. 

In  one  western  city,  for  instance, 
there  were  no  professional  venture 
capitalists  but  good  prospects  for 
technology-based  businesses.  The 
newly  formed  club  enlisted  the  sup- 
port of  the  state  government,  which 
pledged  some  of  its  pension  money, 
and  the  state  university,  which  said 
it  was  willing  to  cooperate  with 
new  high-tech  companies.  That 
combination,  plus  the  obvious  en- 
thusiasm behind  the  new  club,  in- 
trigued venture  capitalists,  and  it 
appears  that  one  venture  firm  will 
be  started  and  two  others  may  open 
satellite  offices. 

It  is  also  obvious  that  the  name 
venture  capital  club  will  turn  out  to 
be  a  misnomer.  What  other  clubs 
are  already  doing,  and  the  kinds  of 
businesses  they  are  working  with, 
have  little  to  do  with  the  narrow 
spectrum  of  high-technology  com- 
panies traditionally  backed  by  the 
venture  industry.  Members  of  the 
new  clubs  are  willing  to  look  at 
retailing  ideas,  service  businesses, 
distribution  schemes — just  about 
anything  that  makes  sense.  That,  I 
think,  is  excellent. 

So  is  this  new  club  movement. 
But  don't  call  me.  Call  Baxter  Inter- 
national in  Stamford  (203-323- 
3143).  I  am  going  into  hiding  from 
my  telephone  for  a  while.  ■ 
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By  Stanley  W.  Angrist 


Commodities 


A  good  crop  and  a  climbing  dollar  are 
weakening  demand  for  our  cotton  and 
making  imports  cheap.  Bulls  beware. 

SOUTHBOUND 
COTTON 


year  exports  are  estimated  to  be  no 
more  than  5.5  million  bales. 

U.S.  ending  stocks  this  season 
will  climb  to  4.6  million  bales  from 
a  beginning  level  of  2.7  million.  By 
law,  this  will  necessitate  another 
acreage  reduction  program  for  the 
1985-86  season,  commencing  Aug. 
1,  1985.  Program  details  were  re- 
leased earlier  than  usual  and  includ- 
ed a  total  acreage  reduction  plan  of 
30%.  While  this  plan  may  bring 
some  slight  cheer  to  cotton  farmers, 
the  harvest  now  in  progress  will 
bring  increased  supplies  to  market. 

The  Commodity  Investment  Analyst 
(see  this  column.  Mar,  12)  estimates 
the  cost  of  production  for  a  land- 
owner to  be  65  cents  per  pound, 
while  a  renter  has  a  cost  of  produc- 
tion of  85  cents.  That  means  that 
cotton  is  already  substantially  be- 
low cost  for'renters  and  near  cost  for 
landowners.  In  general,  it  does  not 
pay  for  longs  to  take  too  much  com- 
fort from  such  situations.  Commod- 
ities have  been  known  to  sell  below 
the  cost  of  production  for  months 
or,  in  some  cases,  years  on  end. 
(Take  a  look  at  copper  prices  for  the 
classic  example  of  a  commodity 
that  has  sold  below  its  cost  of  pro- 
duction for  more  years  than  most 
traders  care  to  remember.)  The 
March  cotton  contract  is  currently 
selling  in  the  high  60s.  This  price 
can  be  placed  in  perspective  by  not- 
ing that  the  five-year  high  for  cotton 
was  reached  in  September  1980 
when  cotton  sold  for  97  cents  per 
pound;  the  five-year  low  in  Decem- 
ber 1981,  at  59  cents  per  pound. 

All  of  this  bad  news  brings  us  to  a 
potential  trade.  I  believe  that  a  bear 
spread  in  cotton  is  a  good  bet.  Recall 
that  a  bear  spread  in  an  agricultural 
commodity  is  where  one  sells  short 
the  nearby  contract,  while  going 
long  the  distant  one.  It  is  unlike  the 
carrying-charge     spread,     which — 
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This  is  one  of  those  good-news,  bad- 
news  jokes.  Only  it's  no  joke.  The 
good  news  is  for  consumers  of  cot- 
ton, because  both  worldwide  and 
U.S.  cotton  production  are  up  sharp- 
ly from  last  year.  The  bad  news,  of 
course,  is  for  producers  and  longs  in 
the  futures  market.  Cotton  has  been 
going  nowhere  but  down. 

The  world  output  is  expected  to 
hit  a  record  76.4  million  bales 
(1  bale  equals  480  pounds),  which  is 
some  10%  above  last  year.  U.S.  pro- 
duction, not  hampered  by  last  year's 
drought,  is  pegged  at  13.3  million 
bales — an  increase  of  70%  over 
1983.  The  U.S.  Department  of  Agri- 
culture now  estimates  a  record 
yield  of  615  pounds  per  acre. 

But  that  is  not  the  end  of  the 
story.  While  cotton  consumption 
worldwide  is  expected  to  be  up 
some  1.9  million  bales  from  last 
year,  domestic  usage  could  slip  as 
much  as  a  quarter  of  a  million  bales 
according  to  the  USDA.  The  reason 
for  this  weakening  in  demand  is  not 
hard  to  find.  The  domestic  textile 
industry  is  trying  to  survive  a  flood 
of  inexpensive  imported  goods — 
which  is  partly  the  curse  of  the 
strong  dollar.  Another  consequence 
of  the  strong  dollar  is  its  effect  on 
exports.  In  the  crop  year  1983-84  the 
U.S.  exported  7  million  bales;  this 

Stanley  W  Angrist  is  a  commodity  specula- 
tor, consultant  and  longtime  observer  of  the 
commodity  markets 


more  or  less — limits  the  exposure  of 
the  spreader  because,  at  least  in  the- 
ory, one  can  take  delivery  of  the 
nearby  contract  and  then  hold  it  for 
delivery  against  the  more  distant 
short  position.  But,  in  a  bear  spread, 
since  one  is  short  the  nearby  con- 
tract, there  is  no  limit  to  the  trader's 
risk — a  point  worth  keeping  in: 
mind  if  you  decide  to  do  this  spread. 
The  spread  worth  trying  is  long 
July/short  March  cotton,  with  the 
July  contract  at  no  more  than  a  240- 
point  premium  to  March.  As  the 
harvest  continues,  with  no  substan- 
tial pickup  in  exports,  the  spread 
could  widen  at  least  another  120 
points  ($600  per  spread).  I  would 
risk  no  more  than  60  points  ($300) 
on  the  trade.  The  margin  on  this 
spread  is  $300,  the  round-turn  com- 
mission about  $42  at  a  discount 
broker.  The  table  shows  how  this 
spread  has  performed  since  1970. 
Bear  spreads  put  on  in  the  fall  and 
carried  through  the  early  winter 
months  have  done  well — 11  win- 
ners out  of  14  tries.  ■ 


A  cotton  spread 
for  bears 


The  spreads  shown  are  obtained 
by  subtracting  the  March  cotton 
price  from  the  July.  The  results 
are  in  points  worth  $5  each.  The 
last  column  shows  the  potential 
profit  or  loss  that  would  have 
been  realized  had  the  spread  been 
put  on  in  early  October  and  lifted 
in  late  February. 


Year 

Week  ended 

Oct  7          Feb  24 

Potential  i 

profit  or  i 

(loss) 

1970 

-17 

143 

$    800 

1971 

50 

104 

270 

1972 

15 

29 

(220) 

1973 

89 

2 

(455) 

1974 

-457 

-52 

2,025 

1975 

210 

221 

55 

1976 

•       79 

154 

375 

1977 

-198 

-21 

885 

1978 

115 

264 

745 

1979 

126 

461 

1,675 

1980 

221 

154 

(335) 

1981 

-23 

109 

660 

1982 

335 

440 

525 

1983 

204 

222 

90 
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One  year  ago ,  a  group  of  reporters 

was  given  exclusive  access  to  the 

secret  memorandums ,  the  backroom  bargaining , 

the  hidden  actions  of  the  candidates '  campaigns 

In  return ,  they  were  sworn  to  secrecy  until 

the  election  was  over. 

Well .  .  .  the  election f  s  over . 


-a  Wk 


ET 


The  Inside  Story  of  Campaign  f  84 

Newsweek  Extra  Issue 


At  newsstands  now 


Featuring  exclusive  advertising  from  Apple  Computer. 


DIVIDENDS 

EACH  YEAR 

SINCE  1912 


The  Board  of  Directors  of 
ENSERCH  Corporation  on 
October  25, 1984,  declared 
a  regular  quarterly  dividend 
of  40  cents  per  share  of 
common  stock,  payable 
December  3,  1984,  to 
shareholders  of  record 
November  16,  1984. 

For  additional  information, 
please  write  to  Benjamin  A. 
Brown,  Vice  President,  Finan- 
cial Relations,  Dept.  C, 
ENSERCH  Center,  Box  999, 
Dallas,  Texas  75221. 


CORPORATION 


Perform  a 
death-defying  act. 


Have  your 
blood  pressure  checked. 

Give  Heart  Fund  fr~) 

American  Heart  Association    I  . 


"The  Perfect  X  in  Elegant 
Italian  Dining." 

Pre -Theatre  &  Alter  Theatre  •  Seven  Days 
RISTORANTE  \  I    y 

DIEClX 

1568  First  \\e.   Bet  81st  &  82iid  628-6565 
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RISTORANTE 

ITALIANO 

LUNCH  &  DINNER 

Amer.  Express  & 

Diners  Club 

251  E.  53rd  Street 


*** 

"NTV  Tittiqo      (Bet.  2nd&3rdAves.) 
IN.  I.   1  lliltiO  NYC  753-8450-1 


Psychology  &  Investing 


Boring  textbooks  have  cost  the  U.S.  lots  of 
potential  scientists  and  engineers.  Pub- 
lishers are  finally  tackling  the  problem. 

E=MC2  AND 
ALL  THAT 


By  Srully  Blotnick 


For  more  than  two  decades  I  have 
been  listening  to  students  in  sci- 
ence, mathematics  and  engineering 
programs  complain  about  how  diffi- 
cult it  is  to  make  the  leap  from  the 
elementary  material  that  they  must 
learn  to  the  exciting,  advanced  top- 
ics that  are  making  headlines.  The 
stuff  they  must  read  is  badly  written 
and,  as  a  result,  uninteresting — so 
much  so  that  many  promising  stu- 
dents abandon  science  studies 
while  they  are  still  undergraduates. 

Why  did  this  happen?  An  emi- 
nent scientist,  now  a  Nobel  laure- 
ate, summarized  the  situation 
bluntly  during  an  interview  in  1968: 
"Writing  a  calculus,  freshman  phys- 
ics or  organic  chemistry  book  that 
becomes  widely  adopted  can  make 
you  rich;  writing  a  high-level  text 
that  brings  second-year  graduate 
students  to  the  point  where  they 
can  read  the  latest  journals  and  start 
doing  research  helps  establish  your 
reputation.  The  stuff  in  between — 
texts  for  juniors,  seniors  and  first- 
year  graduate  students — well,  it's  in 
between.  It  doesn't  bring  you  much 
money  or  recognition." 

Why  are  textbooks  so  important? 
Isn't  it  the  teacher  who  counts?  It 
would  be  nice  if  the  science  field 


Dr.  Srully  Blotnick  is  a  research  psychologist 
and  author  of  The  Corporate  Steeplechase: 
Predictable  Crises  in  a  Business  Career  and, 
just  published  by  McGraw-Hill,  Computers 
Made  (Ridiculously)  Easy. 


were  chockablock  with  inspiring 
teachers.  There  are  a  few,  but  not  all 
that  many.  More  than  three-fourths 
of  the  science  and  engineering  stu- 
dents I  have  surveyed  since  1960 
aren't  enthralled  by  their  teachers, 
and  they,  therefore,  insist  that  the 
quality  of  the  textbook  matters 
greatly.  "Even  if  the  teacher  is 
good — and  most  aren't,"  is  a  typical 
reply,  "you  can't  grasp  all  the  mate 
rial  in  class.  It's  too  complex.  The 
book  acts  as  a  safety  net.  And  if  th 
teacher  is  second-rate — a  mumbler, 
indifferent  or  disorganized — th 
course  text  is  all  you've  got  left  fr 
hold  on  to.  It's  the  only  real  lin 
between  me  and  the  profession 
want  so  much  one  day  to  enter." 

Until  recently  it  was  a  neglected 
link,  but  now  textbook  publishers 
seem  poised  to  do  something  about 
the  quality  of  intermediate  texts. 
Worried  by  declining  college  enroll- 
ments, they  face  dwindling  sales 
unless  they  can  broaden  their  mar- 
ket. They  are  taking  aim  at  a  new 
market,  the  professional  who  has 
completed  formal  education  but 
badly  needs  to  keep  up  with  devel- 
opments in  fast-changing  fields. 

The  point  is  that  books  for  this 
group  tend  to  be  better  written  and 
more  self-contained.  Why?  Because 
these  readers  usually  have  job  and 
family  responsibilities  as  well.  If 
they  do  attend  courses,  they  may 
miss  some  of  their  classes  or  be  only 
half  awake  during  them.  When 
reading  On  their  own,  they  do  not 
have  the  same  inducement  to  stay 
with  hopelessly  dull  writing  as  do 
full-time  students.  So  these  over- 
30s  require  books  that  are  lucid  and 
that  contain  a  large  number  of 
worked  examples,  to  be  certain  the 
student  understands  the  material 
and  knows  how  to  use  it.  Naturally, 
full-time  younger  students  will  fine 
these  works  more  appealing,  too. 
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Some  publishers  have  been  taking 
this  market  seriously  all  along.  In  a 
recent  survey  I  did  of  1,300  scien- 
tists and  engineers,  Academic  Press 
(a  Harcourt,  Brace,  lovanovich  sub- 
sidiary) and  John  Wiley  were  men- 
tioned favorably  in  this  regard  more 
often  than  all  the  others  combined. 

Truly  readable  texts  in  the  fields 
of  telecommunications,  physics, 
math  and  engineering  are  appearing 
in  increasing  numbers.  Here  are 
three  titles  from  Academic  Press 
representative  of  the  trend,  together 
with  the  consensus  of  expert  opin- 
ion about  them.  Fundamentals  of  Op- 
tical Fiber  Communications  (second 
edition;  M.  Barnoski;  $26.50):  "One 
of  the  best  books  on  the  subject." 
Introduction  to  Global  Analysis  (D. 
Kahn;  $37.50):  "Invaluable  for  math 
students  and  industry  professionals 
who  want  a  readable  overview."  To- 
pology and  Geometry  for  Pljysicists  (C. 
Nash  and  S.  Sen;  $39.50):  "Very  well 
written.  Unique  in  its  coverage  of 
elementary  particle  theory." 

From  John  Wiley — Dynamics  (N. 
Rasband;  $32.95):  "A  highly  modern 
approach,  done  with  simplicity  and 
clarity."  Black  Holes,  Wljite  Dwarfs 
and  Neutron  Stars  (S.  Shapiro  and  S. 
Teukolsky;  paperback,  $24.95;  hard 
cover,  $44.95):  "A  clearly  written 
text  and  reference." 

To  make  them  easier  to  buy,  both 
Academic  (212-741-6884)  and  Wiley 
(201-469-4400)  allow  phone  orders, 
charged  to  any  major  credit  card.  As 
a  senior  scientist  at  Hewlett-Pack- 
ard commented:  "It's  a  big  change; 
in  the  past  looking  for  a  high-tech 
text  was  very  difficult." 

It  is  the  appearance  in  quantity  of 
;  these  accessible  works  that  really 
i  counts  and,  ultimately,  will  make  a 
t  difference  to  this  country.  The  pro- 
|  cess  is  just  beginning  to  attain  mo- 
mentum, and,  as  the  science  and 
engineering  majors  I  have  inter- 
viewed keep  emphasizing,  it  is  hap- 
pening not  a  moment  too  soon. 

In  the  1970s  the  birthrate  in  the 

I  U.S.  reached  an  alltime  low.  Not 
only  is  this  bad  news  for  colleges,  but 
it  is  bad  news  for  industry,  which  is 
:  facing  a  dwindling  supply  of  young 
(scientists.  For  that  reason  it  has  a 
Vested  interest  in  seeing  its  present 
'.scientists  stay  up-to-date.  So,  keep 
lyour  eye  on  publishers  alert  to  this 
growing  market.  They  are  likely  to 
do  well  in  the  future,  even  as  college 
enrollments  decline.  ■ 
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For  prudent  investors:  Windsor  Fund 


WANT  GOOD  VALUE  IN  STOCKS? 
GET  THEM  WHILE  THEY'RE  COLD! 


Vanguard's  Windsor  Fund  doesn't  invest 
in  today's  popular  stocks,  because  by  the 
time  they  become  favorites,  they're  often 
at  their  peak.  Instead,  Windsor  seeks 
long-term  capital  growth  and  income  by 
investing  in  stocks  that  are  currently  un- 
popular. Accordingly,  they  are  "under- 
valued" and  offer  greater  opportunity  to 
grow.  And,  over  the  past  25  years,  this 
"contrarian"  strategy  has  been  time- 
tested  in  bull  and  bear  markets  alike. 

So  if  you're  a  prudent  investor  looking 
for  long-term  value  in  today's  market, 
send  for  Vanguard's  free  Windsor  Fund 
Information  Kit.  It  contains  complete  de- 
tails about  Windsor's  independent-minded 
investment  strategy,  25-year  perfor- 
mance record  and  these  other  advantages: 

•  No  sales  commissions  or  redemption 
fees. 

•  Free  telephone  exchange  with  other 
Vanguard  funds. 

•  Automatic  reinvestment  option. 

•  Portfolio  diversification. 


ail  1-800-523-7025 
(Pennsylvania:  1-800-362-0530) 

for  our  free  Windsor  Fund  Information 
Kit,  or  mail  the  coupon  today. 

In  Philadelphia,  visit  our  Investment 
Center  at  8  Penn  Center,  Suite  1025, 
JFK  Blvd.  and  17th  Street. 

Vanguard  Windsor  Fund 
Investor  Information  Department 
Valley  Forge,  PA  19482 

Please  send  me  your  free  Windsor  Fund 
Information  Kit,  including  a  prospectus 
that  I  may  read  before  I  invest  or  send 
money.  I  understand  that  it  includes  more 
complete  information  about  advisory 
fees,  distribution  charges  and  other 
expenses. 
Also  send  information  on  □  IRA  □  Keogh 

Name 


Address- 

City 

State 


FB-E4-324 


Zip_ 
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I  thought  having  diabetes  meant 
I'd  never  be  able  to  do  anything." 

When  I  learned  I  had  diabetes,  I  thought  it  would  turn  me  into  an  invalid.  Because 
it's  one  of  our  most  destructive  diseases.  And  I  thought  I'd  be  an  invalid  tor  life. 
Because  it's  incurable. 

They  told  me  the  American  Diabetes  Association  backs  research  to  find  a  cure 
someday.  But  the  ADA  does  more:  They  teach  us  how  to  live  with  our  disease  right 
now.  And  they  taught  me  so  well,  that  now  I'm  running  my  own  business  and 
raising  a  family.  And  sailing! 


Help  us  give  all  diabetics 
hope  for  tomorrow. 
And  help  for  today 


AMERICAN 
DIABETES 
ASSOCIATION 


Call  us. 
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By  Ashby  Bladen 


Observations 


There  are  no  strong  currencies  anymore, 
but  some  are  weaker  than  others. 


IT'S  ALL  RELATIVE 


course,  for  those  who  must  compete 
with  the  cheap  imports  and  the  bar- 
gain-priced foreign  vacation  resorts. 
But  if  you  look  at  the  reasons  for  the 
foreign  inflations  and  the  resulting 
currency  collapses,  you  will  realize 
that  our  American  prosperity  and 
the  strong  dollar  are  not  the  rewards 
of  superior  virtue.  Almost  all  coun- 
tries, including  the  U.S.,  are  doing 
the  same  inflationary  things  in 
varying  degrees.  So  far,  however,  we 
have  been  sheltered  from  the  un- 
happy consequences  by  the  greater 
troubles  of  our  trading  partners. 

Most  economists  feel  that  an  in- 
flationary depression  is  impossi- 
ble— a  contradiction  in  terms.  They 
believe  that  inflation  is  caused  by 
creating  more  purchasing  power 
than  real  goods  available  to  be  pur- 
chased, and  depression  is  caused  by 
creating  less. 'They  argue  that,  as 
long  as  people  are  unemployed,  the 
government  should  continue  to  bor- 
row and  spend  enough  to  put  them 
to  work:  Inflation  becomes  a  prob- 
lem only  after  we  hit  full  employ- 
ment. But  if  that  were  true,  few 
countries  now  would  have  to  worry 
about  inflation.  Substantial  unem- 
ployment can  coexist  with  inflation 
because  inflation  leads  people  to 
sell  their  own  national  currency  in 
order  to  move  their  savings  into  a 
currency  that  they  trust  more,  or 
distrust  less.  In  Keynesian  language, 
domestic  investment  is  persistently 
less  than  national  savings. 

Inflation-inspired  flight  from  the 
currency  has  caused  substantial  un- 
employment in  several  countries, 
and  politicians  trying  to  fix  the  un- 
employment with  the  Keynesian 
tool  of  more  deficit  spending  have 
instead  touched  off  hyperinflation. 
(Israel  has  arrived  at  hyperinflation 
by  the  slightly  different  route  of 
running  a  thoroughgoing  welfare 
state  in  a  country   that  is  under 
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A  few  weeks  ago  Wall  Street  Journal 
reporters  Lindley  Clark  and  Alfred 
Malabre  said  in  a  front-page  article 
that  ten  leading  American  econo- 
mists and  central  bankers  agreed 
that  "government  now  has  tools  to 
prevent  any  collapse"  like  that  of 
the  1930s.  Politicians  and  econo- 
mists, as  well  as  generals,  prepare 
carefully  to  fight  the  last  war.  How- 
ever, they  are  not  prepared  for  the 
current  crisis,  which  is  quite  differ- 
ent from  the  Keynesian  model  of 
the  Depression. 

Several  countries'  standards  of 
living  have  already  collapsed,  and 
several  more  will  do  so  over  the 
next  few  years.  But  the  cause  has 
not  been  the  rapid  shrinkage  of 
money  incomes  that  happened  in 
the  early  1930s.  This  time  the  main 
cause  has  been  a  collapse  in  the 
foreign  exchange  value  of  the  coun- 
try's currency  that  forces  its  people 
to  work  harder  to  pay  the  interest 
on  their  international  debts  and 
slashes  the  amount  of  imports  they 
can  afford.  Moreover,  the  collapse 
has  been  accompanied  not  by  the 
deflation  characteristic  of  the  1930s 
but  by  runaway  inflation. 

At  the  moment  the  American 
people  are  profiting  from  the  mis- 
fortunes of  the  countries  whose  cur- 
rencies have  collapsed — except,  of 
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siege.)  In  such  cases  purchasing 
power  will  leak  out  of  the  country 
even  faster  than  the  politicians  and 
central  bankers  can  pump  it  up. 

Most  American  economists  don't 
understand  that,  because  they  were 
taught  that  the  U.S.  is  essentially 
self-contained,  and  so  they  look 
only  at  the  domestic  picture.  For 
half  a  century  they  have  been  ob- 
sessed by  the  fear  that  private 
spending  will  lag  behind  production 
and  cause  a  depression,  unless  gov- 
ernment borrowing  and  spending 
take  up  the  slack.  Our  government 
committed  itself  to  taking  up  the 
slack  by  the  Full  Employment  Act 
of  1946,  and,  ever  since,  foresighted 
people  have  expected  the  politicians 
to  overdo  it  and  create  inflation.  So 
they  themselves  borrowed  and 
bought  both  real  things  and  busi- 
ness equities  as  inflation  hedges. 

By  now  all  that  borrowing  and 
spending  have  left  many  American 
borrowers  uncreditworthy  in  the 
private  marketplace,  and  once  again 
the  economists'  remedy  is  for  the 
Fed  to  bail  out  all  the  overextended 
borrowers  whose  failure  would 
cause  financial  trouble  or  unem- 
ployment. So  the  overexpansion  of 
domestic  credit  is  continuing,  even 
though  at  the  moment  the  infla- 
tionary consequences  are  being 
overbalanced  by  the  cheap  dollar 
price  of  foreign  goods  and  services. 

There  are  no  strong  currencies 
anymore,  but  at  any  moment  in 
time  some  are  weaker  than  others. 
Lots  of  currencies  are  much  cheaper 
than  the  dollar  for  current  pur- 
chases, but  as  long  as  people  expect 
them  to  be  inflated  faster  than  the 
dollar,  it  will  remain  strong  against 
them.  However,  it  is  most  unlikely 
to  remain  strong  against  all  other 
currencies  forever. 

Whenever  one  of  the  cheap  cur- 
rency countries  looks  as  if  it  is  going 
to  stop  inflating,  its  currency  will 
rise  sharply  against  the  dollar.  The 
one  to  watch  now  is  the  pound.  It 
looks  as  though  Mrs.  Thatcher  is 
going  to  have  to  do  something  deci- 
sive about  the  coal  miners  union.  If 
and  when  she  does,  my  corns  will  be 
telling  me  that  it's  time  to  go  short 
dollars  and  long  sterling.  And  as 
long  as  the  American  government 
and  people  continue  to  borrow  and 
spend  excessively,  the  fundamental 
direction  of  interest  rates  in  this 
country  will  remain  up.  ■ 
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VISION:  The  only  international  news  and  business 
magazine  edited  by  Latin  Americans,  for  Latin 
Americans  and  published  in  their  language. 

That's  why  our  circulation  is  203,130, Time-Latin 
America  is  105,624,  and  Newsweek- Latin  America 
is  44,509.  Remember.  VISION-We're  the  key  to 

the  elite  Latin  American  market. 
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Index  of  companies  covered  in  news  stories  and  by  the  columnists 

in  this  issue.  Each  reference  is  to  the  first  page  of  the  story  in  which  the  company  name  appears. 


Advanced  Cardiovascular  Systems  276 

AM  International  358 

American  Airlines 334 

American  Birthright  Trust  356 

American  Express  272 

American  Financial 207 

American  International  364 

Arley  Merchandise 207 

Ashland  Oil  226 

Banc  One  226 

BankAmenca 46,  226 

Bankers  Trust  of  South  Carolina  364 

Baxter  International  370 

BellSouth  364 

Bethlehem  Steel  207 

Braniff  334 

Burlington  Northern  350 

Burroughs  232,  345 

Cameron  Iron  Works 84 

Canon  (Japan)  343 

Capital  Holding  226 

Carnation  290 

Castle  &  Cooke 364 

CBS  16,  41 

CBS/Fox  Video  41 

Cdex 312 

Ceco  Industries  354 

Central  &  South  West  364 

Chatsworth  Funding  46 

Chevron  44 

Chicago  Pacific 354 

Chiron 302 

Chrysler  338 

Cigna 364 

Cincinnati  Financial  246 

Cinergy  14 

Circus  Circus  Enterprises 207 

Citicorp 16,  46,  226 

Club  Mcditerranee  (France)  238 

Coastal  207 

Coca-Cola  258 

Collins  &.  Aikman  368 

Colonial  Tax-Exempt  High  Yield  Trust  356 

Columbia  Pictures  41 

Columbia  Savings  &  Loan  Association  207 

Commtron  41 

ComputerLand  345 

Computer  Sciences  364 

Connecticut  Venture  Group 370 

Consolidated  Edison  229 

Consumers  Power  207 

Continental  Casualty  246 

Continental  Illinois  70,  364 

Control  Data  , 364 

Copley  Tax-Managed  Fund 356 

Cox  Communications  272 

Cray  Research  298 

Crown  Central  Petroleum  226 

Crystal  Tissue  54 

Dart  &  Kraft  286 

Dayton-Hudson  364 

Diodes  24 

Drexel  Burnham  Lambert  6,  207 

Eastman  Kodak  258 

Eaton  Vance  Tax-Managed  Trust 356 

Electronic  Advertising  Network  290 

Eli  Lilly  276 

Entre  345 

Entron  54 

Falcon  Cable  Television  of  Northern  California  272 

Falcon  Cablevision 272 

Falcon  Communications  272 

Federal  Paper  Board 368 

Fiat  (Italy)  10,  242 

First  Boston  46 


First  Chicago  358 

First  Executive  207 

First  Interstate  Bancorp  226 

First  National  Bank  of  Boston  272 

Ford  Motor 336 

4-5-6  World  312 

Friends'  Provident  Life  Office  |U.K.) 8 

Funai  Electric  Industrial  |lapan|  41 

Gearhart  Industries  207 

General  Electric  41 

General  Motors  8,  339 

Gerber  Products  286 

Golden  Nugget  207 

Goldman,  Sachs  46 

Greyhound 226 

Gulf  Canada  44 

Gulf  Oil  207 

Hamilton  Oil  242 

Hanover  Companies  10 

Harcourt  Brace  lovanovich  374 

Hard  Rock  (U.K.)  288 

Henkel  |W.  Germany)  266 

Hershey  Foods  286 

Hewlett-Packard  343,  364 

Hitachi  IJapanl  232 

Household  International 350 

Houston  Natural  Gas 207 

Hovnanian  Enterprises  207 

Imre 302 

Imreg  302 

Intel 232 

International  Business  Machines  232,  314,  345,  364 

International  Harvester  207 

Iowa  State  Travelers  246 
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Irving  Oil  Ltd  (Canada)  44 

Kamnc  Investments  14 

Kansas  City  Southern  Industries  350 

Kelly,  Bnggs  &  Associates 350 

Knoware 334 

Kohlberg,  Kravis,  Roberts  &  Co  207 

Kroger  „ 226 

Levi  Strauss  16 

Linear  Technology  232 

Lone  Star  Steel  350 

Lotus  Development  312 

LTV  66 

Manhattan  Industries  16 

Manufacturers  Hanover  364 

Matsushita  Electric  llapanl 41 

Mattel  84 

May  Energy  Partners 70 

MCI  Communications 207 

Mesa  Offshore  Trust  354 

Mesa  Petroleum  207,  354 

Metromedia  207 

Metropolitan  Maintenance 54 

MGF  Oil   207 

Midland  Capital  60 

Minnetonka  266 

Minoco  Resources  70 

Mobil  250 

Molecular  Genetics 298 

Montana  Power  12 

Moondust  25 

Morgan  Stanley  46 

Motorola  232 

Mutual  of  New  York  272 

National  Semiconductor  232 

Nationwide  Life  Insurance  226 

NCR  345,  364 

Nestle  (Switzerland) 286 

Nixdorf  (W.  Germany)  232 

Northwest  Industries 350 

Nucorp  Energy  207 


Nynex  364 

Occidental  Petroleum  207 

Oki  Electric  Industry  (Japan)  232 

Oppcnheimer  Strategic  Investments  350 

Option  ware 312 

Pan  American  World  Airways 84 

Paolung  Paper  (Taiwan)  16 

Paramount  Video  41 

Pengo  Industries 358 

Perry  Ellis  International  16 

Philip  Morris  366 

Porsche  (W.  Germany)  10 

PortaVideo  International  41 

Procter  &  Gamble  266 

Provident  Institution  for  Savings  336 

Prudential  Insurance  356 

Q-Comp  290 

QMS  343 

Quaker  Oats  286 

Rapid- American  207 

Reliable  Life  &  Casualty  246 

Reliance  Group  Holdings  207 

Renault  (Francel  10,  242 

R.J.  Reynolds  Industries 258 

Richmond  Tank  Car 358 

Rochester  Tax-Managed  Fund 356 
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Royal  Crown  207 
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Saab-Scama  (Sweden)  242 

Salomon  Brothers 46 

Santa  Fe  Industries 350 

Sea  Containers  250  • 

Seeq  Technology  262 

Shelby  Williams  Industries  268 

Simpson  Timber 54* 

Smith  International  207 

Smith-Vasihon  Special  Situations  Fund  358 

Southern  California  Edison  364  - 

Southern  Pacific  350  ' 

Southwestern  Bell  364 

Square  D  368* 

Stelco  ICanadal  62  • 

Strategic  Capital  Gains  356* 

Surgical  Appliance  Industries 54 » 

Tacoma  Boatbuilding 60  I 

Tax-Managed  Fund  for  Utility  Shares  356 

Tektronix 232 

Texas  Instruments  232 

Texas  Utility  229 

Textron  354 

Time  Inc  272 

Transamerica  22c 

Travelers  , 46,  36^ 

Tripos  Associates  29S 

TRW 2' 

Twentieth  Century-Fox  Film  4 

Unified  Accumulation  Fund  35i   J 

Universal  Leaf  36' 

Valley  National  36' 

Volvo  (Sweden)  6,  24   j 

Wal-Mart  Stores  36 

Walt  Disney  Productions 20 

Wang  Laboratories  34 

Warner  Amex  27 

Warner  Communications  27 

Warner  National  5 

Warner  Software/Warner  Books  31 

Westinghouse  Electric  272,  3c     i 

M.I.  Whitman  &  Co £  I 

John  Wiley  3' 

Woodward  &  Lothrop  I 

Xerox 3'  J 

Zenith  Electronics  3' 
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Flashbacks 


"The  more  things  change. . .  ."  Items  from  past  issues  of  Forbes 


Edited  by  Dero  A.  Saunders 


The  1924  election  of  President  Coolidge  and  Vice  President  Charles  G.  Dawes  paral- 
leled a  lopsided  victory  by  Britain 's  Conservatives  led  by  Stanley  Baldwin  ( right) 


Sixty  years  ago  in  Forbes 

'From  the  issue  of  November  15.  1924) 

"The  national  election  has  given  the 
Republican  Party  a  majority  in  both 
the  Senate  and  the  House  and  re- 
turned President  Coolidge  to  office  by 
a  wide  margin.  .  .  .  Governor  Smith 
was  reelected  in  New  York  State  over 
Colonel  Theodore  Roosevelt  by  a  nar- 
row majority,  upstate  going  strongly 
for  the  latter  and  the  City  of  New 
York  being  solidly  for  Smith.  Senator 
La  Follette  carried  but  one  state,  Wis- 
consin, the  total  popular  vote  for  his 
ticket  amounting  to  only  about  4  mil- 
lion out  of  a  total  of  30  million." 

"At  the  recent  general  election  the 

[British]  Conservative  Party  won  an 
overwhelming  victory  over  Labor,  the 
standing  in  the  new  Parliament  being 
^s  follows:  Conservatives,  403;  Labor, 
■150;  Liberals,  35;  Constitutionalists, 
■7;  and  others,  4." 

"'The  subways  in  New  York  City  re- 
cently celebrated  the  20th  anniversary 
pf  the  opening  of  the  first  line.  Since 
Oct.  27,  1904,  passenger  traffic  has 
,'ncreased  875%.  During  the  first  full 
year  of  subway  operations  the  system 
tarried  73  million  persons.  Traffic  dur- 
ng  the  year  ended  June  20,  1924  was 
7 1 5  million  passengers,  or  439  fares  for 
:very  resident  of  New  York." 
Today's  total  is  only  1  billion. — Ed.) 

'The  Attorney  General  has  filed  a 
mef  in  the  Federal  Court  at  St.  Paul 
o  dissolve  the  International  Harvest- 
:r  Co.'s  alleged  monopoly  of  the  farm 
nachmery  business.  A  consent  decree 
n  dissolution  was  entered  in  that 


court  in  1918,  but  the  Attorney  Gen- 
eral contends  that  this  did  not  go  far 
enough  to  give  proper  protection  to 
the  farmer  by  supplying  agricultural 
machinery  and  implements  at  reason- 
able prices." 

Fifty  years  ago 

(From  the  issue  of  November  15.  1934) 

"President   Roosevelt's   elation  over 

the  Nov.  6  endorsement  of  the  New 
Deal  should  be  tempered  with  realiza- 
tion that  tremendous  responsibility 
rests  upon  him.  .  .  .  The  Nov.  6  record 
must  be  interpreted  by  industry,  fi- 
nance, business,  investors,  property 
owners  as  notice  that  the  majority  of 
citizens  are  determined  to  insist  upon 
a  more  liberal  share  of  the  national 
kitty.  Employers  would  do  well  to 
accept  the  balloting  as  a  ringing  warn- 
ing that  they  must  not  blindly  oppose 
such  social  legislation  as  unemploy- 
ment compensation,  old-age  pensions, 
minimum  wages,  maximum  work 
hours  and  suchlike  readjustments." 

"By  early  December,  what  is  probably 
the  world's  first  all-electric  city  will 
rise  out  of  the  sagebrush  of  central 
Washington.  Built  to  provide  homes 
for  Grand  Coulee  Dam  workmen  and 
their  families,  Mason  City  is  named 
for  the  head  of  the  contracting  com- 
pany which  is  tackling  the  first  unit  of 
the  dam.  The  town  of  5,000  will  be 
completely  chimneyless.  All  heating 
in  the  360  buildings  will  be  taken  care 
of  by  2,800  electric  heating  units,  one 
for  each  room;  and  the  hearts  of  the 
wives  will  be  warmed  by  electric  re- 
frigerators and  ranges." 


Twenty-five  years  ago 

(From  the  issue  of  November  19.  1959) 

"David  Rockefeller,  vice  chairman  of 
the  Chase  Manhattan  Bank  and  broth- 
er to  New  York's  Governor  Nelson 
Rockefeller,  has  added  his  powerful 
voice  to  those  who  have  been  urging 
institutional  investors  to  be  more  ac- 
tive in  the  affairs  of  companies  in 
which  they  hold  shares.  .  .  .  Rockefel- 
ler argues  that  these  holdings  are  be- 
coming too  large  to  be  dumped  on  the 
market  at  will.  In  consequence  he  ar- 
gues that  these  'sophisticated  inves- 
tors' should  become  in  the  future 
'more  demanding  of  management.' 

"Few  fundsmen  agree  with  Rocke- 
feller, however.  Comments  Herbert 
Anderson,  chief  of  Distributors  Group 
and  president  of  the  National  Associ- 
ation of  Investment  Companies:  'We 
are  hired  by  our  shareholders  as  in- 
vestment counsel,  not  as  industrial 
managers.'  " 

"It  is  12  months  now  since  the  French 
refused  to  temper  their  objections  to 
Britain's  Commonwealth  trade  ties 
and  thereby  shattered  all  immediate 
hopes  for  an  economically  united  Eu- 
rope. Since  then  France,  Germany,  It- 
aly and  the  Benelux  countries  have 
gone  their  own  ways  with  firm  plans 
for  their  own  Common  Market.  .  .  . 

"But  what  of  the  rest  of  Europe? 
Making  a  virtue  out  of  necessity, 
Great  Britain  and  Sweden  are  now 
patching  together  a  makeshift  alli- 
ance of  seven  European  nations  out- 
side of  the  Common  Market.  They 
already  have  a  popular  name:  'The 
Outer  Seven.'  " 


EUROPE'S  NEW  DISUNITY 


I       I  "The  Outer  Seven" 

I       I  "The  Common  Market  Six" 


/;/  7959  Europe's  Outer  Seven  (in  gray) 
challenged  the  Common  Market  six 
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Every  horse  thinks 
his  own  pack  heaviest. 
Thomas  Fuller 


There  is  nothing  so 
wretched  or  foolish  as 
to  anticipate  misfortune. 
Seneca 


Worry  is  interest  paid  on 
trouble  before  it  comes  due. 
William  Ralph  Inge 


There  is  great  beauty  in 
going  through  life  without 
anxiety  or  fear.  Half  our 
fears  are  baseless,  and 
the  other  half  discreditable. 
Christian  Bovee 


Worry  often  gives  a  small 
thing  a  big  shadow. 
Swedish  proverb 


A  Text . . . 

For  I  reckon  that  the 
sufferings  of  this 
present  time  are  not 
worthy  to  be  compared 
with  the  glory  which  shall 
be  revealed  in  us. 
Romans  8:18 


Sent  in  by  Mrs.  Wm.  R.  Furlong,  Washington, 
D.C.  What's  your  favorite  text?  The  Forbes 
Scrapbook  of  Thoughts  on  the  Business  of 
Life  is  presented  to  senders  of  texts  used. 


When  hopes  are  soaring,  I 
always  repeat  to  myself, 
two  and  two  still  make 
four  and  no  one  has  ever 
invented  a  way  of  getting 
something  for  nothing. 
Bernard  Baruch 


Always  do  the  best  that  you 
can  imagine — and  don't  worry. 
Earl  Silas  Tupper 


Thoughts 

on  the  Business  of  Life 


If  nothing  seems  to  be  going 
right  for  you,  remember  the 
fable  of  what  happened  when 
the  Lord,  moved  by  ceaseless 
complaining,  summoned  all  the 
people  and  told  them  to  throw 
their  troubles  in  one  heap. 
Each  one  was  told  to  pick  out 
the  lightest  he  could  find, 
and,  to  the  last  man,  every 
one  selected  his  own  trouble' 
B.C.  Forbes 


None  knows  the  weight 
of  another's  burden. 
George  Herbert 


What  we  anticipate  seldom 
occurs;  what  we  least 
expect  generally  happens. 
Benjamin  Disraeli 


Never  despair,  but  if  you 
do,  work  in  despair. 
Edmund  Burke 


We  choose  our  joys  and 
sorrows  long  before  we 
experience  them. 
Kahlil  Gibran 


On  the  occasion  of  every 
accident  that  befalls  you, 
remember  to  turn  to  yourself 
and  inquire  what  power  you 
have  for  turning  it  to  use. 
Epictetus 


9   T  6    5 


More  than  6,000  "Thoughts."  indexed  by 
author  and  subject,  are  available  in  a  two- 
volume  boxed  set  at  $24.95.  A  one-volume 
edition  of  over  3.000  "Thoughts,"  $14.95. 
Send  check  and  order  to:  Forbes  Inc.,  60 
Fifth  Ave.,  New  York,  N.Y.  10011.  Add  sales 
tax  on  New  York  State  orders  and  other 
states  where  applicable. 


Problems  are  the  price  of 
progress.  Don't  bring  me 
anything  but  trouble. 
Charles  F.  Kettering 


To  feel  sorry  for  oneself  is 
one  of  the  most  disintegrating 
things  the  individual  can 
do  to  himself. 

WlNFRED  RHOADES 


If  I  have  been  lucky  it  is 
because  I  have  had  enough 
hardships  and  trials. 
Charles  M.  Schwab 


Real  difficulties  can  be 
overcome;  it  is  only  the 
imaginary  ones  that  are 
unconquerable. 
Theodore  N.  Vail 


There  is  nothing  that 
fear  or  hope  does  not 
make  men  believe. 
Vauvenargues 


Never  go  out  to  meet  trouble. 
If  you  will  just  sit  still, 
nine  times  out  of  ten, 
someone  will  intercept  it 
before  it  reaches  you. 
Calvin  Coolidge 


Our  anxiety  does  not 
empty  tomorrow  of  its 
sorrow,  but  only  empties 
today  of  its  strength. 
Charles  H.  Spurgeon 


If  you  will  call  your 
troubles  experiences, 
and  remember  that  every 
experience  develops  some 
latent  force  within  you, 
you  will  grow  vigorous  and 
happy,  however  adverse  your 
circumstances  may  seem  to  be. 
John  R.  Miller 


We  have  met  the  enemy, 
and  they  are  us. 
Walt  Kelly 
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The  taste  is  extravagant.Tno  price,  merely  indulge 


■  •  ■ , 


■".': 


CORDO 


lippines 


IAL  MILEAGE  BANK-NORTH  AMERICA. 

A  free  invitation  to  earn 
pgrading  and  bonus  f  lights  to  the  Orient. 


Whenever  you  fly  international  routes  in  Japan  Air 
JS'  First  Class  or  Executive  Class,  you  can  receive 
;age  credits  through  JALs  frequent  flyer  program. 

Just  one  round  trip  to  Tokyo  from  any  continental 
gateway  except  Anchorage,  for  example,  can  earn 
enough  mileage  credits  for  a  free  upgrade  on 


Sample  Mileage  on  Transpacific  Routes 

ANCHORAGE 


your  next  flight.  Or  you  can  save  up  for  bonus  flights, 
including  the  top  award:  Two  First  Class  round-the- 
world  tickets. 

Membership  is  free  of  charge.  For  details/ 
restrictions  and  an  application  form,  please  call  us 
at  800-JAL-MILE  (800-525-  6453)* 

'-Between  9am  and  6  p.m.  Eastern  Time,  Mon.  through  Fri 


OSAKA 


RIO  DE  JANEIRO 
(EFF 12/17/84) 


UAPAN  AIR  LINES 

Appreciation.  With  us,  it's  a  tradition. 


©  JAL  1984 


When  it  first  hit  the  street. 
:Carand  Driver  called  it,  "what 
the  Firebird  and  Camaro  could 
have  been!'* 

Dodge  Daytona  Turbo  Z.  It 
ate  zero  to  fifty  in  a  mind- 
rushing  5.51   .  — 
seconds.  In 
the  process, 
it  also  ate  the 


'84Z28**Anditd 

a  hefty  V-8  to  do  it.  Just  four 

nders,  ti  ged  and 

ed. 

'85  Turbo  Z  is  just  as 
impatient  with  distance  and 


d.  Andthon 

to  thrill.  The  goods 
a  quick,  close--  a 
Fast.  14  to  1  racfc 
powe 

disc  brakes.  Nii: 
— .       shock 
ndl 
curves 


—  Car  and  Dr 


■3***fr7j-*£ .  Dodge  has  proved  that  a  small,  turbocharged  front-wheel-drive  car  can  be  considered  the  potential  equal  of 
i\'^Jl'fSfiow'f^wiir)  opiio-nai  dealer-installed  ground  effects.  "5  years/50,000  miles,  whichever  comes  first.  Limited  w. 


L5-inch  Shelby 

h  Goodyear 
■nance 

tona  "Turbo  Z 

eans  business - 
:erody- 
r  includes 
id  rear 
noreofthe 


same.  Deep  buckets  with  message  center.  The  works.  A 

adjustable  lumbar  and  thigh  six-speaker  AM/FM  stereo  an( 

supports  for  the  driver.  Between  leather  wrapped  steering 

the  buckets,  an  integrated  wheel  are  standard.  And  so 


console. 

There's  full  instru- 
mentation, too:  Tach. 
Gauge  alerts.  Turbo 
boost  gauge.  Elapsed 
time  indicator.  Graphic 


is  Dodge's  5/50  Pro- 
OadgE       tection  Plant+ 
*- ,  Ask  your  Dodge 

dealer  about  buying  or 
!easingt+ your  own 
"stunning  overachiever 


l-drive  V-8's:'—Car  and  Driver,  Sept.,  1983.  "Based  on  tests  of  standard  1984  vehicles  conducted  by  NHRA. 
owertrain  and  outer  body  rust-through.  Excludes  fleet  and  lease  vehicles.  Deductible  applies.  Ask  tor  details. 

BUCKIE  UP  FOR  SAFETY. 
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The  editorial  index  of  companies  referred  to 
in  this  issue  is  on  page  294. 

Companies 

38  McGraw-Edison 

Some  profited  from  the  Studebaker-Worthington  acquisi- 
tion. Alas,  not  McGraw-Edison,  the  acquisitor. 

39  Gulf  &  Western 

Charlie  Bluhdorn  bought  cheap  and  on  whim.  To  his 
successor,  fit  is  more  important  than  price. 

58     Houston  Natural  Gas 

What's  the  worst  kind  of  shark  repellent? 

80     Commonwealth  Edison 

Here's  a  nuclear  program  that  succeeded. 

90     Glaxo  Holdings  Pic. 

Unlike  much  of  British  industry,  it  roused  itself  from 
imperial  torpor  before  it  was  too  late. 

109  Manor  Care,  Inc. 

If  you  have  to  get  old,  it's  better  to  be  rich. 

110  The  Up  &  Comers 

Xidex;  Air  Atlanta;  Stryker;  Netcom;  Preferred  Health. 

116    MCorp 

Some  good  defenses  against  some  bad  publicity. 

134     Emhart  Corp. 

"We  like  mature  product  lines." 


142    Viking  Freight  System,  Inc. 

Being  a  local  hero  is  fine,  but  eventually  it's  not  enough. 

146    Mutual  Life  Insurance  Co.  Of  New  York 

Taking  a  serious  look  at  "demutualization." 

170    The  Federal  Co. 

"An  institutional  investor  would  be  stone-crazy  to  buy 
our  stock  for  a  short-term  earnings-per-share  play." 

174    Dayton-Hudson  Corp. 

As  always,  it's  marching  to  a  different  drummer. 

International 

42     Cover  Story:  A  Conversation  With  Helmut  Kohl 

Will  he  weather  the  Flick  Affair?  Well,  he  has  been 
weathering  crises  ever  since  he  became  Chancellor. 

180    India:  Straws  In  The  Wind 

Will  Rajiv  Gandhi  loosen  the  ties  on  the  private  sector? 

Government 

54    This  Is  Progress? 

Deficit-cutting,  bureaucrat-style. 

Regions 

63     Detente  In  South  Florida 

Opposing  forces  learn  to  work  together. 

Industries 

41     Automobiles:  The  Korean  Connection 

Because  of  it,  Detroit  may  yet  turn  the  tide. 
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(50    Medical  Care:  Doc  In  The  Box 

Freestanding  medical  centers  are  a  growing  business. 

76    Real  Estate:  Calling  The  Turn 

The  nation's  premier  market,  New  York,  is  peaking. 

124    Franchising:  No  Entrepreneurs  Need  Apply 

There's  still  big  money  to  be  made  in  it.  But  these  days,  it 
takes  big  money  to  get  in. 

162    Television:  MTV's  Clones 

They  won't  find  it  easy. 

Wall  Street 

.86    Statistical  Spotlight:  A  Shopping  List 

Picking  through  the  tax-loss  list  for  bargains. 

120    A  Goldbug  Cashes  In 

Talk  about  little  acorns  and  giant  oaks. 

214    Numbers  Game:  Should  Banks  Tell  All? 

|  Europeans  don't  think  so.  Also:  the  "Godiva"  award. 

266    Streetwalker 

Wrather  Corp.;  B.F.  Goodrich;  Trans  World  Airlines; 
Heck's  Inc.;  Dover  Corp. 

273    Statistical  Spotlight:  PSRs  Revisited 

It's  a  little  more  complicated  than  it  seemed. 

276    The  Funds:  The  Law  Of  Mutual  Fund  Management 

It's  this:  Shareholders  are  supposed  to  select  the  advisory 
firm.  In  fact,  the  adviser  owns  the  shareholders. 


Marketing 


153     The  Money's  Back  In  Menswear 

Credit  a  group  of  young  American  designers. 


Taxing  Matters 


184     The  Dutch  Shell  Game 

Can  the  IRS  void  a  treaty  of  the  U.S.  government?  Also: 
Foreign  escapes. 


On  The  Docket 


202    Is  Exclusivity  Legal? 

A  show  business  issue  that  may  have  larger  ramifica- 
tions. Also:  Chase  Manhattan  sues  its  own. 


Technology 


222     Controlling  Quality  Control 

"American  industry  should  be  prevention-oriented," 
says  one  expert — that  is,  the  stuff  should  work  better. 
Also:  The  mathematics  of  hearing;  Alzheimer's  disease; 
desktop  databases;  vaporware,  etherware  and  underware. 


Personal  Affairs 


248     If  This  Is  The  Year  You  Have  To  Buy  A  Fur 

Here  are  some  tips.  Also:  The  instant  office. 


Careers 


256     Failing  To  Connect 

Three  recent  college  graduates  couldn't  find  the  right  job. 
Forbes  asked  the  experts  why. 
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Elvis  Mason,  Mason  Best  Co. 

Procter  &  Gamble's  Man  in  the  Moon 

T.  John  Parker,  Harland  &  Wolff 

Jose  Dedeurwaerder,  American  Motors  Corp. 

Eugene  Grummer,  International  Futures  Exchange 

Reid  Ashe,  Knight-Ridder 

Joel  Smilow,yob  seeker 
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Synergy?  Or  hubris? 

When  he  heard  that  Equitable  Life  Assurance  was  paying  $43C 
million  to  buy  a  somewhat  profitable  brokerage  house  (Donald- 
son, Lufkin  &  Jenrette),  Perrin  Long  of  Lipper  Analytical  Ser- 
vices quipped:  "If  those  guys  heard  the  latest  trend  was  wearinj 
brassieres  around  their  ankles,  they'd  all  rush  to  Altman'i 
lingerie  department."  A  harsh  crack?  Harsh,  but  not  wrong 
We've  seen  too  many  overpriced,  seemingly  synergistic  acquisi 
tions  go  bad.  Thus  we  recite  a  morality  tale.  On  page  38,  Phyllii 
Berman  relates  the  sad  story  of  McGraw-Edison's  costly  and  ill 
timed  takeover  of  the  old  Studebaker-Worthington.  At  the  timi 
of  the  deal  the  acquisitors  were  happy  as  pigs  in  mud,  but  foil ' 
years  later  only  the  seller  is  smiling.  We  suspect  many  if  no 
most  of  today's  king-size  acquisitions  are  similarly  ill-fated 
Synergy.  What  follies  are  committed  in  its  name! 


Hindenburg  he  is  not 

Why  a  cover  story  on  West  German  Chancellor  Helmut  Kohl 
Lots  of  reasons.  He  leads  the  most  powerful  nation  in  Westen 
Europe  at  a  time  when  the  continent  seems  drifting  toward 
head-in-the-sand  neutralism  eerily  reminiscent  of  the  moo 
that  helped  bring  on  World  War  II.  While  resisting  this  drif 
Kohl  is  simultaneously  trying  to  roll  back  the  welfare  statisr 
that  threatens  to  strangle  his  economy.  Forbes  feels  that  Kohl  i 
greatly  underrated;  our  story  tells  why.  Kohl  was  interviewed  ii 
Bonn  by  Forbes  President  Malcolm  S.  Forbes  fr.  and  Europea 
Bureau  Chief  Marcia  Berss.  They  were  told  by  German  journa. 
ists  and  intellectuals  to  expect  a  bumbling,  inarticulate  mai 
Instead  they  found  an  informal  but  precise  and  thoughtful  om 
If  Kohl  is  not  the  stately  authority  figure  Germans  so  admirt 
that  is  precisely  why  he  is  an  appropriate  leader  to  persuad 
Germans  to  rely  less  on  government  and  more  on  individu 
initiative.  Story  starts  on  page  42. 


J 


The  shadows  of  the  gunmen 

Besides  sharing  a  commendable  taste  for  political  democrac: 
India  and  the  U.S.  have  in  common  a  nasty  proclivity  f< 
murdering  their  leaders.  Four  U.S.  presidents  have  died  at  tl 
hands  of  assassins,  and  others — Teddy  Roosevelt,  FDR,  Gera 
Ford  and  Ronald  Reagan — had  close  calls.  India  lost  the  father 
its  independence,  Mahatma  Gandhi,  to  a  gunman,  and  no 
Indira  Gandhi  has  fallen  to  a  cabal  of  homicidal  maniacs.  Whe 
Indira  was  martyred,  many  Americans  asked:  Can  India  survi' 
without  Indira?  Pranay  Gupte,  a  sometimes  Forbes  contribute 
was  in  India  during  the  latest  outrage,  and  he  reports  thi\ 
despite  the  shock  and  the  looting  and  killing,  India  is  holdii 
together  very  well — just  as  the  U.S.  did  after  JFK's  assassinatio 
Pessimists  to  the  contrary,  India  is  not  a  fragile  entity  depe 
dent  for  its  unity  on  a  single  personality.  On  page  180  Gup 
writes  that  Rajiv  Gandhi  may  slowly  succeed  in  doing  what  r 
mother  for  political  and  traditional  reasons  could  never  c 
move  India  away  from  bureaucratic  socialism  and  closer  to 
free  market  economy.  History  may  be  on  his  side:  The  c  ; 
socialism  has  failed,  and  only  through  a  vibrant  market  ecor  ' 
my  enriched  by  foreign  technology  can  India  hope  to  feed  a: 
clothe  the  products  of  its  ongoing  baby  boom. 
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When  this  man  left  Cuba, 
the  secret  of  Partagas  left  with  him. 


The  secret  of 
Partagas  is  an 
extraordinary  man 
named  Ramon 
Cifuentes. 

He  has  devoted 
his  life  to  making  Partagas  cigars  by 
hand,  just  as  his  father  did  long 
before  him. 

Now,  more  than  20  years  after 
Ramon  Cifuentes  was  literally  exiled 
from  Cuba,  he  continues  to  make  each 
Partagas  cigar  a  work  of  art  in  the 
Dominican  tobacco  center  of  Santiago. 


To  make  a  Partagas  is  an  act  of  love. 
And  to  smoke  a  Partagas  is  to  savor 
the  rich  aroma  of  the  finest  tobacco 
leaves  from  all  over  the  world,  as  only 
Ramon  Cifuentes  and  his  colleagues 
can  select  them,  cure  them,  age  them, 
bunch  them,  mold  them,  roll  them, 
wrap  them,  age  them  again,  and 
finally  give  them  their  blessings,  one 
Partagas  at  a  time. 

From  harvesting  the  leaves  of  a 
Partagas  to  inspecting  the  fullness, 
softness  and  resilience  of  the  finished 
cigar  itself  in  its  expensive  Cameroon 
wrapper  takes  almost  three  years. 

PARTAGAS 


Partagas  Premium  Cigars  are 
available  in  many  distinctive  sizes. 
And  you  can  purchase  them  singly,  in 
paquets  of  10  and  in  hand-made  cedar 
boxes. 

This  Christmas,  ask  your  favorite 
smokeshop  for  the  Partagas  in  the 
length  and  the  ring  gauge  that  was 
made  for  you,  because  the  feel,  the 
taste  and  the  aroma  of  this  rich, 
hand-made  cigar  is  unlike  anything 
your  senses  have  ever  experienced. 

Ramon  Cifuentes  will  have  it  no 
other  way. 
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Trends 


Edited  by  John  A.  Conway 


Summer  lawyers 

The  U.S.  has  650,000  lawyers  now 
and  can  expect  a  million  by  1990,  but 
the  number  of  law  school  applicants 
was  off  steeply  this  year — by  10.4% — 
for  the  first  time  since  the  Sixties. 
That  was  bad  news  for  the  nine-year- 
old  Benjamin  N.  Cardozo  School  of 
Law  at  New  York's  Yeshiva  Universi- 
ty. How  would  it  attract  high-caliber 
students?  To  beat  the  competition, 
Cardozo  plans  to  start  a  summer  law 
school  program  for  as  many  as  50  un- 
dergraduates next  year.  Students  will 
complete  first-year  law  school  re- 
quirements during  the  summers  fol- 
lowing their  junior  and  senior  college 
years.  Cardozo  hopes  they  will  then 
stay  on  for  two  more  full  years. 

Christmas  by  wire 

Thanksgiving  and  Christmas  are  busy 
times  for  the  phone  company  but  dead 
air  for  the  tiny  teleconferencing  in- 
dustry, which  relies  mostly  on  corpo- 
rate customers.  So  Isacomm,  the  tele- 
conferencing unit  of  United  Telecom- 
munications, is  offering  rates  of  $100 
per  hour  for  the  holidays — less  than  a 
tenth  of  the  corporate  fee — for  family 
teleconferencing  reunions  of  up  to  14 
people  at  each  end.  Calls  can  be  made 
between  Atlanta,  New  York,  Sacra- 
mento, Houston,  Oakland,  Washing- 
ton, D.C.  or  Kansas  City,  Mo.  A  half- 
hour  reunion  will  run  $65. 


Jobs,  jobs,  jobs 

You  still  have  to  go  about  it  the  right 
way  (see  p.  256),  but  8%  more  college 
graduates  will  find  jobs  next  spring 
than  this  year,  says  a  new  report  on 
corporate  recruiting  prospects  for 
1985.  A  survey  of  399  major  employ- 
ers by  the  College  Placement  Council 
in  Bethlehem,  Pa.  found  66%  expect- 
ing a  better  economy  in  the  first  half 
of  1985  than  in  the  second  half  of 
1984.  Respondents  plan  to  visit  more 


campuses  next  spring  and  to  inter- 
view 6%  more  graduating  seniors 
than  they  did  this  year.  "Hiring  prob- 
ably won't  rebound  to  prerecession 
levels,  but  the  Class  of  '85  can  look 
forward  to  improved  job  opportuni- 
ties," says  Judith  Kayser,  who  ana- 
lyzes survey  results  for  the  Placement 
Council.  Hiring  will  be  up  7%  in  engi- 
neering; 11%  in  science  and  math- 
ematics,- 4%  for  business  graduates. 
Hiring  will  be  up  by  23%  in  the 
chemical  industry,  16%  in  merchan- 
dising and  service  and  10%  in  the 
automotive  and  mechanical  equip- 
ment industries,  the  survey  found. 
Several  large  oil  companies  expect  to 
be  hiring,  too,  despite  soft  oil  prices. 
But  banking,  finance  and  insurance 
companies  will  hire  5%  fewer  gradu- 
ates, it  says.  Students  in  nontechnical 
areas  may  also  find  hiring  down  1%, 
but  that  may  be  deceiving,  since  those 
students  tend  to  go  to  small  compa- 
nies not  covered  by  the  survey. 

Brain  drain 

The  age  of  artificial  intelligence  is 
still  a  long  way  off  (Forbes,  Nov.  79), 
but  corporate  America  is  spending  big 
money  to  lure  scientists  from  acade- 
mia  to  work  on  it,  according  to  Herb 
Halbrecht,  a  Connecticut-based  ex- 
ecutive-search specialist  in  this  area. 
No  one  is  even  close  to  matching  all 
the  complexities  of  the  human  brain, 
he  says,  but  there  are  already  artificial 
intelligence  systems  expert  in  sub- 
jects such  as  medical  diagnosis  and  oil 
exploration,  and  he  expects  to  see 
more.  Dozens  of  companies  are  work- 
ing to  develop  artificial  intelligence 
systems  expert  in  some  area,  he  notes. 
Schlumberger,  the  international  oil 
hunter,  for  example,  hopes  to  develop 
a  computerized  system  to  handle 
drilling  analysis;  General  Electric 
wants  one  to  give  robots  greater  field 
of  vision  and  mobility.  Others  work- 
ing on  systems  include  GTE,  RCA, 
Martin  Marietta,  Hewlett-Packard 
and  Digital  Equipment,  he  says.  Wall 
Street  wants  artificial  intelligence  for 
financial  planning  and  credit  scoring: 
Citibank,  Security  Pacific,  Chase 
Manhattan,  First  Boston,  Morgan 
Stanley  and  Merrill  Lynch  are  all  ei- 
ther looking  at  AI  or  working  on  it. 
Still  others  in  the  act  include  software 
firms  such  as  Inference  and  Tecknow- 
ledge.  The  trouble,  Halbrecht  says,  is 
that  only  about  200  top  people  are 
now  at  work  in  the  field — among 
them,  only  75  or  so  old  hands — and 
half  of  them  are  at  schools  such  as 


MIT,  Carnegie-Mellon  and  Stanford 
Despite  all  the  interest  in  artificia 
intelligence,  Halbrecht  says,  there  an 
just  not  enough  human  experts  to  g( 
around. 


The  iron-collar  count 

Next  year  Uncle  Sam's  Census  Bu 
reau  will  be  ready  with  its  first  hea( 
count  of  robots.  Questionnaires  an 
going  out  in  the  next  few  months  t< 
U.S.  manufacturers  to  produce  wha 
will  be  the  official  population  of  th< 
country's  "iron-collar"  workers.  Th< 
results  will  be  published  annually  a 
one  of  the  bureau's  100-odd  Curren 
Industrial  Reports. 

Jackpot  for  GIs 

Gambling  and  soldiers  are  a  combina 
tion  as  old  as  time,  but  the  Americai 
military,  officially,  is  simon-pure.  Ex 
cept  for  the  traditional — and  illicit— 
dice-on-a-blanket,  the  only  gamblin, 
allowed  on  domestic  military  posts  i 
bingo  and  "Monte  Carlo  Nights,"  us 
ing  play  money.  Roulette  wheeh 
slots  and  other  "gaming  devices"  arj; 
outlawed  in  the  continental  U.S 
Overseas,  however,  is  another  story 
A  one-year  test  of  250  one-armed  bar 
dits  in  Germany  failed  to  corrupt  th 
troops,  and  the  Pentagon  has  ordere 
about  5,000  slots  for  bases  in  Gei. 
many,  Italy,  Korea,  Japan  and  Pam 
ma.  The  Army's  last  such  effort,  i: ' 
Vietnam,  ended  in  disaster  and 
storm  of  court-martials,  so  it  is  tak: 
no  chances.  New  Army  regulatio; 
have  just  been  issued,  according  t 
Colonel  Earle  Lasseter  of  the  Judg 
Advocate  General's  staff,  and  the  onl 
persons  allowed  to  open  the  casl 
boxes  in  the  new  slots  will  be  trave 
ing  teams  of  Washington-based  civi 
ians.  Jackpots  will  be  limited  to  $7f 
and  the  machines  are  set  to  pay  off  o 
a  l-in-5  basis.  The  rake-off  for  th 
service  will  be  7%  of  the  take,  spl: 
among  the  local  Army  community 
the  next  command  echelon  and  th 
Army's  •  overall  "morale  suppo 
fund."  The  hoped-for  return  from  th; 
7%,  according  to  Colonel  Lasseter,  i 
expected  to  be  $30  million  in  the  ne? 
fiscal  year. 


Check  and  double-check 

Despite  all  the  heady  talk  about  t> 
"checkless"  society,  all-electron: 
bill-paying  is  hardly  around  the  co 
ner.  The  average  American  cheel 
writer    today    writes    24    checks 
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jet  John  Hancock  take 

the  weight  of  the  world 

off  your  business. 


When  business 
jportunities  here  or  abroad 
quire  specialized  financial 
section,  put  John  Hancock 
)  work  for  you.  Besides 
enefiting  from  our  products 
id  services,  we  think  you'll 
so  be  impressed  by  the 
)hn  Hancock  people  who 
ffer  them. 

Our  expertise  has 
lade  us  the  leading  provider  of  inter- 
ational  employee  benefits  programs 
1  the  world.  We  have  helped  to 
lape  plans  that  meet  worker  and 
lanagement  demands  in  any  number 
f  countries. 

We  are  actively  engaged  in 
le  management  of  venture  capital. 


John  Hancock  also  offers  a  number 
of  interesting  specialty  pension 
investments.  They  include  real  estate, 
agriculture,  timber  and  others. 

We  currently  serve  leading 
American  companies  with  group  life 
and  health  plans,  capital  equipment 
leasing,  real  estate  financing  and 


investment  portfolio  management. 

In  short,  John  Hancock  is 
equipped  to  recognize  and  respond 
to  a  broad  range  of  corporate  needs. 
For  that  kind  of  specialized  assistance, 
contact  one  of  our  representatives. 
We  believe  you'll  be  impressed  with 
how  we  can  work  for  you. 


//  companies ^^ 

We  can  help  you  here  and  now  Not  just  hereafter. 

John  Hancock  Mutual  Life  Insurance  Company,  John  Hancock  Venture  Capital  Management,  Inc.  John  Hancock  Financial  Services,  Inc. 
John  Hancock  Realty  Services  Corp. ,  Independence  Investment  Associates  and  affiliated  companies,  all  of  Boston,  Massachusetts  02 1 1 7 


Trends 


month,  up  from  15  in  1974,  according 
to  TeleCheck  Services,  Inc.,  a  Denver- 
based  company  owned  by  McDonnell 
Douglas  that  verifies  check-writers 
and  makes  good  on  checks  that 
bounce.  People  will  make  5.2  billion 
credit  card  transactions  this  year,  but 
they  will  also  write  some  49  billion 
checks.  While  banks  and  electronic 
transfer  companies  keep  predicting 
and  hoping  the  public  goes  checkless, 
companies  like  TeleCheck  are  cash- 
ing in.  TeleCheck  says  it  serves 
80,000  clients  and  this  year  will  ap- 
prove $3.5  billion  worth  of  checks  for 
revenues  of  $73  million,  up  from  $8 
million  in  1977. 

Passing  the  hat 

The  Mormons  have  made  fund-rais- 
ing both  a  virtue  and  an  art.  Two  of 
them,  Paul  Schneiter  and  Donald  Nel- 
son, both  development  officers  at 
Brigham  Young  University,  have 
written  a  book  on  it  called  The  Thirteen 
Most  Common  Fund-Raising  Mistakes 
(and  how  to  avoid  them).  Number  one 
is  "doing  everything  but  asking" 
(with  a  quote  from  Cervantes:  "By  the 
streets  of  'by  and  by,'  one  arrives  at 
the  house  of  'never'  ").  Another  error 
is  "plunging  in  with  one  foot"  (trans- 
lation: Hire  a  full-time  fund-raiser). 
Some  of  the  advice  seems  rudimen- 
tary— research  and  record  prospects; 
don't  "promise  the  world  by  Friday"; 
stay  alert  to  sophisticated  tax-savings 
incentives.  One  point  is  startling,  giv- 
en fund-raising  practice:  "putting  too 
much  faith — and  money — into  bro- 
chures, folders,  pamphlets,  etc."  A 
few  are  noble.  The  authors  deplore 
institutions  that  are  paranoid  about 
disclosing  financial  details  of  their 
fund-raising.  The  last  mistake  they 
list  is  looking  at  fund-raising  as  a  job 
rather  than  a  cause  ("You  must  be- 
lieve in  the  mission  of  your  institu- 
tion"). Schneiter  and  Nelson  seem 
qualified  to  give  advice.  Brigham 
Young  passed  the  $50  million  mark  in 
its  $100  million  fund  drive  this  year, 
less  than  halfway  through  the  five- 
year  program. 

First  National  Nowhere 

Only  12  men  have  been  to  the  moon, 
but  the  Lamar  Savings  Association  of 
Austin,  Tex.  (assets,  $1.4  billion)  says 
it  wants  a  branch  there.  The  24-year- 
old  S&.L  filed  its  application  for  a  full- 
service  branch  at  any  U.S.  lunar  base 
with  the  Texas  Savings  &  Loan  De- 
partment and  the  Federal  Home  Loan 


The  moon 

Nothing  ventured,  nothing  gained. 

Bank  Board.  "We  think  the  next  bil- 
lionaires will  be  made  in  space,"  ex- 
plains Laurie  Paxson,  the  36-year-old 
public  relations  vice  president  who 
dreamed  up  the  project.  She  insists 
Lamar  is  completely  serious.  Going 
on  predictions  of  lunar  colonization 
by  2010,  the  S&L  projects  it  will  start 
construction  in  10  to  15  years.  Wheth- 
er or  not  the  moon  is  in  FHLBB  juris- 
diction, a  spokesman  notes  that  it  has 
received  the  application  and  that  it  is 
"under  consideration." 

Right  on  red 

Right-turn-on-red  boosters  may  scoff, 
but  those  turns  may  be  more  danger- 
ous than  drivers  think.  A  recent  study 
done  for  the  Insurance  Institute  for 
Highway  Safety  shows  that  right-turn 
crashes  at  intersections  have  in- 
creased 23%  since  1980,  and  the  insti- 
tute thinks  the  blame  belongs  to  the 
new  laws  permitting  such  turns  on 
red  lights.  Accidents  involving  pedes- 
trians rose  60%,  and  those  with  bicy- 
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Turning  on  red 

Is  it  worth  the  risk? 


cles  doubled.  Washington  pressured 
the  states  into  allowing  red-lighl 
turns  by  threatening  to  cut  off  high- 
way subsidies  under  the  Energy  Poli 
cy  &  Savings  Act  of  1975.  The  idej 
was  to  save  fuel  by  reducing  conges- 
tion  at  intersections.  The  so-callec 
western  law  permitting  such  turns 
(California  had  one  for  years)  is  now 
nationwide,  with  the  notable  excep 
tion  of  New  York  City. 

Mr.  High  Tech,  1984 

The  volatile  high-tech  world  of  Cali 
fomia's  Silicon  Valley,  which  ofter 
makes  the  San  Andreas  Fault  lool 
like  Gibraltar,  is  doing  some  rethink 
ing  in  the  boardroom.  A  sampling  o! 
top  management  by  Santa  Clara  Uni 
versity's  Leavey  School  of  Business 
demonstrates  the  changes.  In  earl) 
1983,  and  again  this  year,  Santa  Clan 
asked  the  high-tech  executives  to  list 
what  they  considered  the  bigges' 
challenges  facing  their  companies. 
Both  surveys  showed  that  finding  anc 
getting  "a  competent  and  committee 
work  force"  ranked  first,  followed  b) 
planning  and  forecasting  and  market 
ing.  "Managing  the  rapid  growth  o 
the   firm,"    however,    number   5  ii 

1983,  dropped  all  the  way  to  15  ii 

1984.  A  parallel  check  on  which  attri • 
butes  were  most  critical  in  a  CEC: 
showed  that  in  1983  the  top  priority 
was  for  "knowledge  of  how  this  in 
dustry  operates."  This  year  thi 
number  one  trait  desired  was  "a  per 
sonal  leadership  style  of  integrity  and 
honesty." 

So  why  not  ask? 

Chrysler  misses  no  tricks  in  its  figh. 
against  foreign  competition.  Th 
number  three  automaker  plans  t< 
build  a  new  small  car  at  its  Belvidere 
111.  plant  about  50  miles  west  of  Chi 
cago.  Chrysler  already  builds  a  smal 
car  there,  but  the  new  one  would  be . 
little  bigger  and  fancier.  It  would  com 
pete  head-on  with  foreign  imports 
Lee  Iacocca's  company  is  asking  th 
federal  government  for  money  to  "re 
train"  the  plant's  workers  on  robot 
and  other  new  methods  needed  ti 
keep  American  small  cars  competi 
tive.  No  law  actually  sanctions  this 
but  Chrysler  says  that,  because  gov 
ernment  money  is  passed  out  to  trail 
people  for  new  jobs,  why  not  pass  i 
out  to  retrain  them  for  old  jobs?  Th 
Belvidere  workers,  of  course,  will  b 
trained  whether  the  taxpayer  pays  o 
not.  The  plant  will  close  a  year  fron 
now  for  16  weeks  of  retooling,  wit! 
production  set  for  February  1986. 
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Extraordinary... 12  year  old  Scotch. 

PINCH  -86  PROOF  BLENDED  SCOTQH  WHISKY-RENFIELD  IMPORTERS  LTD,  NEW  YORK  NY  B  1983 


Who  Said  Vtxj 
Old  Dog  New 

Cbr  over  50  years,  "Nipper"  the  fox  terrier,  has  been  sitting  by  the  RCA  name. 
I  Yet  over  the  years  this  "old  dog"  has  come  to  stand  for  new  developments. 
It  was  RCA  which  introduced  the  first  black  and  white  tv  camera  back  in  1939. 
Followed  by  the  first  experimental  commercial  color  tv  camera  in  1950. 

Today,  RCA  is  pioneering  the  use  of  the  first  tubeless,  all  solid-state  broadcast 
camera.  A  revolutionary  tv  camera  that  can  practically  see  in  the  dark,  and 
produces  a  number  of  special  effects.  In  fact,  NBC  used  this  camera  in  the  1984  World  Series 
to  produce  "Super-Duper  Slow  Motion"  where  viewers  actually  saw  the  turning 
seams  on  a  fastball  in  the  instant  replay. 

In  the  television  industry,  RCA  has  a  number  of  other  firsts.  With  NBC,  we  helped 
shape  contemporary  programming  with  such  mainstays  as  "Today"  "The  Tonight  Show" 
and  network  news.  And,  for  the  past  four  years,  NBC  has  continued  to  be  a  leader,  winning 
more  Emmys  than  any  other  network. 

In  home  entertainment,  RCA  has  also  been  a  pioneer.  Today,  we  command  a 
leading  market  share  in  television  receivers,  video  cassette  recorders  and  cameras. 

We've  also  just  introduced  the  "Dimensia  System"  the  first  complete  audio/video 
Home  Entertainment  System  that  is  fully  integrated  and  totally  interactive. 

in  the  horizon,  we're  making  even  more  breakthroughs  in  the  areas  of 
digital  and  higher  resolution  television. 


a 


And  in  the  recording  industry,  where  RCA  Victor  was  the  first 
company  to  present  international  artists  on  the  78-RPM  record,  we're  still 
a  worldwide  leader,  displaying  today's  top  artists  on  the  sound  carrier  of 
the  future,  the  laser- read  digital  Compact  Disc. 
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One 
Of  A  Kind 


So  if  you  think  you  can't  teach  an  old  dog  new  tricks,  think  about  "old"  Nipper. 
In  fact,  if  you'd  like  to  see  what  other  new  things  he's  been  up  to,  write  for 
"This  is  RCA','  P.  0.  Box  91404,  Indianapolis,  Ind.  46291. 

After  you  read  it,  you'll  know  why  in  entertainment,  electronics  and  communica- 
tions, RCA  is  one  of  a  kind. 
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The  Lease  Ybu  Can 
Do  Forlfour 
Company... 

Bring  your  company  into  the  inner 
circle  of  America's  most  successful  cor- 
porations by  leasing  a  luxurious  villa  at 
The  Boca  Raton  Hotel  and  Club. 
There's  no  better  way  to  please  your 
clients  and  reward  your  key  people, 
while  also  enhancing  the  prestige  of 
your  company 

Villas  come  complete  with  member- 
ship at  the  elegant  Boca  Raton  Hotel 
and  Club,  a  Mobil  Five-Star,  AAA 
Five-Diamond  Resort. 

An  annual  lease  on  a  special 
"Designer's  Choice"  two-bedroom  villa 
is  just  £28,350.  A  few  one-bedroom 
villas  are  also  available.  For  lease  informa- 
tion, call  Mr.  Herbert  M.  Pianin  at 
1-800-327-0101. 

AVillaAtTheBoca 
Raton  Hotel  And  Club. 

P.O.  Box  225,Boca  Raton,  FL  33432 

Owned  by  VMS  Realry,  Inc 
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While  the  sun  shines 

When  Servamatic  Systems,  Inc.  start- 
ed selling  its  solar  hot  water  heaters 
in  1979,  solar  companies  were  pop- 
ping out  like  oranges  on  the  tree, 
thanks  to  federal  and  state  tax  credits, 
which  in  some  states — California,  for 
example — could  cut  55%  off  the  price 
of  a  $4,000  Servamatic  system.  Four 
years  later  (Forbes,  May  23,  1983)  the 
San  Ramon,  Calif,  firm  looked  like  a 
survivor,  with  $30  million  in  sales, 
10%  of  California's  solar  market  and 
plans  under  way  to  move  into  other 
states  with  its  "bread  box"  system, 
which  looks  like  two  big  boxes  topped 
by  plastic. 

Servamatic  Chairman  Harvey  An- 
derson has  continued  to  reap  sales 
while  the  sun  shines  and  the  tax 
breaks  last.  In  the  first  half  of  current 
fiscal  1985,  sales  reached  $47  million 
and  profits  an  estimated  $3  million. 
For  the  whole  year  he  expects  sales  to 
pass  $100  million. 

The  40%  federal  tax  credit,  howev- 
er, expires  at  the  end  of  1985.  What 
happens  if  it  is  not  renewed?   "We 
would  still  have  credits  in  the  states 
of  California,  South  Carolina,  Geor 
gia,  New  Mexico,  Arizona,  Colora- 
do   and    Oklahoma,"    Anderson 
says  bravely.  "But  tax  credits  are 
not    so    vital    as    some    people 
think." 

Maybe  not;  but  Anderson  is 
taking  no  chances.  This  year  he 
bought  40%  of  the  company 
making  his  bread  boxes  and  wants 
to  buy  the  rest.  He  also  opened  two 
new  divisions,  National  Energy 
Control  and  Energy  Management  Di- 
vision— neither  dependent  on  credits. 
For  $3,000  to  $6,000,  depending  on 
the  size  of  a  home,  NEC  sells  pack- 
ages including  custom-made  interior 
insulation  windows,  programmable 
thermostats  and  instantaneous  hot 
water  heaters,  which  heat  water  as  it 
is  used.  In  October,  he  says,  the  5 
NEC  branches  sold  271  such  packages 
for  $1.3  million.  Anderson  plans  to 
open  24  NEC  branches  by  July  and 
expects  them  to  account  for  30%  of 
Servamatic's  business.  If  federal  tax 
credits  are  not  renewed,  he  says,  "we 
will  convert  all  our  68  solar  branches 
to  NEC  products,  and,  by  1986,  we 
could  operate  without  them." 

Energy  Management  Division's  one 
branch,  in  California,  goes  into  com- 
mercial and  government  buildings  of- 
fering to  save  energy  on  20  different 
systems — motors,  thermostats,  pool 
pumps,  windows  and  the  like — and 


pass  on  20%  of  the  savings.  (Servama- 
tic keeps  the  rest.)  At  those  rates,  An- 
derson says,  "we  get  paybacks  in  one 
or  two  years."  He  predicts  $5  million 
in  EMD  sales  by  Apr.  30. 

Capitalism  in  the  streets 

Don't  be  fooled  by  the  worn  leathei 
jacket,  the  baby  face  or  the  tousled 
blond  hair.  Andreas  Worner,  a  17- 
year-old  student  from  Kullavik,  Swe- 
den, is  a  die-hard  capitalist.  He  was 
one  of  an  estimated  40,000  whc! 
turned  out  in  Goteborg  and  othei 
cities  throughout  Sweden  this  Octo- 
ber to  protest  for  capitalism — anc 
against  the  socialist  government's  re- 
cently created  funds  that  let  unions 
buy  out  their  employers.  "If  the  funds 
exist,  they'll  take  over  the  private 
companies  and  take  money  from  tht 
workers,"  he  declares.  "That's  s  .  .  t!' 
Passed  by  the  Swedish  parliament 
earlier  this  year,  the  Social  Demo: 


Swedish  procapitalism  S)<mbol 
Bigger  than  May  Day. 

crats'  "wage-earner  funds"  (Forbes 
Nov.  7,  1983)  are  Sweden's  hottest  pc 
litical  topic.  Using  higher  payrol 
taxes,  the  law  directs  "excess  profits 
from  industry  into  labor-controlle 
funds,  which  are  to  be  reinvested  i 
Swedish  companies.  So  far  abou 
Kr600  million  ($70  million)  has  bee 
collected  and  half  of  it  invested.  Ult 
mately,  labor  will  own — and  presurr 
ably  run — Swedish  industry. 

A  year  ago  protesters  turned  out  at 
similar  rally  to  oppose  passage  of  th 
funds.  This  October's  march  was  t 
show  that  even  though  the  funds  ai 
now  law,  opponents  will  push  for  r< 
peal.  "This  is  a  bigger  crowd  than  i 
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This  is  the  kind  of  Christmas  touch  that  will  always 
e  remembered. 

Hanging  there,  among  theothertreedecorations,  is 
iat  most  precious  of  gifts— a  real  gold  com.  What  a 
urprise!  Who  wouldn't  be  thrilled! 

And,  as  a  gift,  there  are  four  Krugerrand  sizes  to 
hoose  from— containing  exactly  1/10  ounce,  1/4 
unce,  1/2  ounce,  and  one  full  ounce  of  pure  gold. 

The  concept  of  four  exact  sizes  was  introduced  as  a 
onvenience  for  investors,  but  it  is  also  a  benefit  for 
nyone  who  receives  a  Krugerrand  gift.  For  no  matter 
/hich  size  Krugerrand  you  give,  the  owner  can  always 
gure  its  value  simply  by  checking  the  current 
/orld  gold-ounce  price  in  the  daily  news 
*apers. 

South  African  Krugerrands  are 
ot  commemorative   medal- 
ons.  They  are  legal  tender 
oins  in  their  country  of  origin 
nd  are  minted  each  year  as  a 
oin  for  gold  owners.  They  are 


sold  worldwide  and  are  by  far  the  most  sold  gold  coins  in 
the  world. 

You  can  buy  your  Christmas  Krugerrands  right  now 
at  many  local  coin  dealers,  at  precious  metals  com- 
panies and  at  selected  banks  and  brokerage  firms.  Just 
call  the  toll-free  number  below  for  the  outlets  nearest  you. 

You  can  also  consider  buying  a  Krugerrand  and 
having  it  mounted  to  be  worn  as  jewelry— in  a  pendant,  a 
ring  or  a  bracelet— many  jewelers  are  eguipped  to  do 
this  and  carry  mountings  to  fit  all  Krugerrands. 

Christmas  is  a  tradition  that  has  endured  through 
the  ages,  and  gold,  through  the  ages,  has  been  man's 
enduring  precious  metal. 

No  gift  at  Christmas  is  more  appropriate. 

ACTUAL  SIZE 

FOR  THE  NAMES 

OF  KRUGERRAND  DEALERS 

NEAREST  YOU  CALL 

800-447-4700 


)  1984  Inlernalional  Gold  Corporation  Lid 


KRUGERRAND  GOLD  COINS 

The  world's  best  way  to  own  gold. 


3  raw  apportunitp 


...  to  own  this  extraordinary  five  bedroom,  five 
and  one  half  bathroom,  eleven  room  duplex 
Penthouse  condominium  apartment  with  6,000 
sq.  ft.  of  living  space.  The  apartment  features 
large,  spacious  rooms,  high  ceilings  and  above 
all  2,000  sq.  ft.  on  seven  terraces  with  incom- 
parable views  in  all  directions  including 
Midtown  Manhattan  and  the  East  River. 
Security  is  also  given  the  highest  priority  with 
well-equipped  security  personnel  constantly  on 


n>. 


duty  and  extremely  sophisticated  round-the- 
clock  security  systems. 
Luxurious  building  amenities  such  as  total 
housekeeping,  valet,  maid,  limousine  and  travel 
service  are  available  to  the  St.  James's  resident. 
Please  contact:  M.  Z.  Gross-Ginsburg,  Sr.  V.  P. , 
Edward  S.  Gordon  Company,  Inc. 
405  Lexington  Avenue,  New  York,  NY  10174, 
(212)  883-8355. 


ST.  JAMES'S  *TOWER 

SUTTON  PLACE  -  NEW  YORK  CITY 
The  complete  tetms  are  in  an  offering  plan  available  from  the  sponsor. 


Case  this  joint 

you  can  bend  a 
Hartmann  but  you  can't 
break  one. 

Because  inside  every 
corner  there  are  two 
pieces  of  Wisconsin  bass- 
wood  ingeniously  put 
together  so  they  don't 
quite  touch,  we  join  them 
with  a  beechwood  dowel 
reinforced  by  vulcanized 
fiber.  Result:  unparalleled 
strength  and  flexibility. 

Which  is  what  makes 
this  such  a  high-class  joint. 

hsrmw 

we  don't  cut  corners. 


DuPbirt  TEFLON 

soil  &  stain  repeller 

©  1980  Hartmann  Luggage,  Lebanon,  Tennessee  37087 


Follow-Through 


the  May  Day  demonstrations,"  one! 
gray-flannel  type  said  gleefully.  BuA 
the  Goteborg  rally  was  crammed  with 
mothers  pushing  strollers,  kids  hang-l 
ing  from  lampposts,  knapsacked  stu- 
dents and,  explains  one  participant, 
many  socialists  who  oppose  the,, 
funds:  "The  socialists  want  the  mon- 
ey in  wages,  not  the  funds." 

Capitalists  or  socialists,  Swedes 
won't  have  to  wait  another  year  to 
voice  their  opposition.  The  funds 
have  become  topic  A  in  the  debate' 
over  the  September  1985  national  i 
elections,  when  Prime  Minister  Olafi 
Palme  comes  up  for  reelection. 

Knit  one,  purl  two 

Telecommuting — working  at  home 
but  linked  to  an  office  via  computer- 
has  been  touted  as  the  wave  of  the* 
future.  One  group  predicted  15  mil- 
lion telecommuters  by  1990,  up  from 
a  tiny  20,000  to  30,000  now— but  only 
if  home  work  were  legal  (Forbes,  Sept.- 
12,  1983;  Trends,  Sept.  10).  The  issuej 
was  tangled  in,  of  all  things,  a  dispute: 
over  knitting.  In  1943,  to  help  en- 
forcement  of  child  labor  and  mini- 
mum wage  laws,  the  Labor  Depart-i 
ment  had  banned  home  work  in  knit-i 
ted  outerwear  and  six  othen 
industries.  Labor  Secretary  Raymond; 
Donovan  has  tried  twice  to  lift  the*' 
ban,  saying  it  costs  people  jobs. 

Unions,  fighting  to  expand  beyond: 
their  traditional  blue-collar  strongn 
holds  and  recognizing  that  organizing! 
home  workers  is  tough,  fought  thef 
move.  But  telecommuting,  its  propo- 
nents charged,  was  the  real  target* 
Two  states,  California  and  New  York 
plus  employers  and  unions  led  by  thd 
International  Ladies  Garment  Work 
ers,  won  court  rulings  that  Labor  hac, 
not  explained  how  it  could  continue 
to  enforce  the  minimum  wage. 

The  Labor  Department  has  agair 
lifted  the  ban,   this  time  proposing 
that  home  knitters  register  so  minii 
mum  wage  and  child  labor  laws  car, 
be  enforced.  The  ILGWU  is  likely  t( 
go  back  to  court.  "The  final  rule  thai 
came  out  will  be  unenforceable,"  sayn 
Max    Zimny,    the    union's    genera- 
counsel,  noting  that  the  ban  was  se 
in  1943  because  so  many  employer: 
used  home  work  to  avoid  the  law.  Th< 
new  rule  does  not  require  identifica 
tion  of  home  workers,  Zimny  says 
and   will   cause    "a   proliferation  o 
home  work  and  a  resurgence  of  evils: 
So  telecommuting  may  remain  th 
wave  of  the  future. 
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Hospitals  listen  to  us. 

Because  when  we  negotiate 
a  Met-Elect  preferred  provider 
program  for  your  company,  it 
directly  affects  how  much  busi- 
ness they  do. 

And  before  we  negotiate,  we 
do  our  homework.  We  learn 
how  the  hospitals  in  your  area 
do  business.  How  long  they 
keep  patients  for  particular 
kinds  of  treatment,  what  meth- 
ods they  usually  use,  how 
much  they  charge.  In  short,  a 
Met-Elect  program  is  based  on 
the  most  thorough  analysis 
possible  —  so  thorough  that  hos- 
pitals frequently  tell  us  they're 
impressed  by  how  much  we 
know  about  them. 

That's  why  hospitals  listen  to 
us  more  carefully.  It  also 
means  that  we  negotiate  only 
with  the  right  hospitals,  ones 
that  are  efficient,  convenient 
and  can  meet  your  employees' 
needs.  And  our  track  record 
shows  that  a  Met-Elect  pro- 
gram can  save  your  company 
money.  It  puts  your  buying 
power  to  work  without  sacrific- 
ing the  quality  of  medical  care. 

Met-Elect  is  just  part  of 
Metropolitan's  comprehensive 
package  of  cost  containment 
plans  and  services— a  package 
no  one  else  can  match. 

If  your  company  would  like 
help  cutting  its  medical  bill, 
just  cut  out  the  coupon  below. 

We  mean  business.  And  that 
means  you  can  save  money. 

For  more  information  on  Metropolitan's 
cost  containment  services,  please 
send  this  coupon  to  Leon  I.  Hyman, 
Vice-President,  Health  Care  Resource 
&  Cost  Management,  Area  24-VW, 
Metropolitan  Life  Insurance  Company, 
One  Madison  Avenue,  New  York, 
New  York  10010. 
Or  call  212-578-6490. 

Name 


n&? 


■ 


Title_ 


Company, 
Address 


City_ 


.State. 


o 


-Zip 

FB  103 


Metropolitan  Life 

AND  AFFILIATED  COMPANIES 


<0  1984  Metropolitan  Life  Insurance  Company.  New  York.  N.Y. 


Readers  Say 


Angry  civil  servants 

Sir:  Your  across-the-board  condemna- 
tion of  the  civil  service  (Fact  and  Com- 
ment, Nov.  5)  is  an  absolute  insult  to 
the  dedicated  workers  who  are  trying 
to  do  their  best  for  their  country  in 
spite  of  the  incredible  maze  of  red 
tape  resulting  from  the  congressional 
and  bureaucratic  responses  to  irre- 
sponsible comments  in  the  press  such 
as  yours. 

As  one  who  has  benefited  from  in- 
heritance, is  immune  to  firing,  and 
one  who  openly  practices  nepotism, 
your  stance  is  weak. 

Don't  cancel  my  subscription.  I 
want  to  read  more  as  the  fool  reveals 
himself. 

— Stephen  J.  Przybylko 
Dayton,  Ohio 

Sir:  Please  have  one  of  your  super 

competent     employees     cancel     my 

subscription. 

— -James).  McGovern 

Dumfries,  Virginia 

Sir:  I  agree  with  MSF.  I  was  a  state 
civil  servant  before  going  into  busi- 
ness for  myself. 

The  reason  for  the  decline  is  that  it 
is  no  longer  merit  civil  service.  "Mer- 
it" raises  are  given  automatically,  or 
woe  unto  the  administrator  who  says 
that  an  employee  has  not  earned  it. 

It  can  be  made  to  do  a  reasonable 
job  if  muscle  is  put  back  into  merit. 
— Robert  II.  Paschal/ 
Sacramento,  Calif. 

Sir:  I  was  pleased  to  learn  that,  in  my 
civil  service  job,  I  need  only  ".  .  .  live 
to  rise."  Had  I  known  that  effortless 
stardom  was  inevitable,  I  wouldn't 
have  obtained  four  college  degrees 
and  worked  16  years  to  attain  a  salary 
your  readers  would  find  laughable. 

If  you  want  real  bureaucracy,  just 
try  to  get  a  dealer  to  fix  your  car. 
— Michael  II.  Dougherty 
Herndon,  Va. 

Sir:  What  about  our  so-called  repre- 
sentatives and  senators?  They  no 
sooner  are  elected  before  they  dig  in 
with  both  fists  to  line  their  gullets 
and  pockets  with  privileged  goodies 
and  $s.  Don't  just  pick  on  government 
grunts;  it's  all  of  Washington. 
— S.R.  Mautner 
Boothhay  Harbor,  Me. 

Sir:  We  agree  there's  a  lot  wrong  with 
the  civil  service.  What  we  need  is  a 
nonpartisan  commission  to  study  the 


system  and  recommend  comprehen- 
sive changes.  P.S.  I'm  a  personnel  spe- 
cialist with  the  federal  government. 
— Victor  Commisso 
Brooklyn,  N.Y. 


Raw  deal  for  raw  fish? 

Sir:  It's  about  time  that  someone 
called  a  spade  a  spade  ...  or,  in  this 
case,  a  raw  fish  a  raw  fish  (Fact  and 
Commetzt,  Nov.  5).  What  really  gets  me 
about  this  sushi  craze  is  this:  Why 
order  raw  fish  wrapped  in  seaweed 
when  Japanese  cuisine  is  so  rich  in 
wonderful  cooked  foods? 
— Martin  M.  Shenman 
New  York,  N.Y. 

Sir:  So  "raw  fish  is  raw  fish  is  raw  fish 

is  raw  fish."  Your  taste  in  food  is 

plebian  and  plebian  and  plebian  and 

plebian. 

— Barbara  Spigel 

Leuiston,  N.Y. 


Market  timers  react 

Sir:  Emotional  epithets,  like  wizards, 
fortune-tellers,  entrail  readers  and  oc- 
cultism, [do  not]  contribute  to  a  use- 
ful, unbiased  analysis  of  market  tim- 
ing (Oct.  22). 

In  Side  Lines,  you  said  you  do  not 
believe  in  the*  so-called  efficient  mar- 
ket hypothesis,  and  then  went  on  to 
say  that  you  "believe  that  intelligent 
investors  can  and  frequently  do  beat 
the    market  ...  by    making    well-in- 
formed  value   judgments — in   effect, 
arbitraging  against  emotional  and  ex- 
treme   swings    in    mass    psycholo- 
gy. .  .  ."  This  is  exactly  what  many  of 
us  who  have  analyzed  the  stock  mar- 
ket over  the  years  have  tried  to  do — to 
help  investors  make  profitable  timing 
and  selection  decisions  without  pre- 
tending to  infallibility. 
— Robert  J.  Fatrell 
Vice  President-Chief  Market  Analyst. 
Market  Analysis  Department 
Men-ill  Lynch  Capital  Markets 
New  York,  N.Y. 

Sir:  As  the  former  portfolio  manager 
and  associate  editor  for  Schabacker 
Investment  Management,  publisher 
of  Switch  Fund  Advisory  and  two  other 
newsletters  on  market  timing,  I  found 
your  analysis  and  conclusions  to  be 
right  on  target. 

Unfortunately,  market  timing  ap- 
peals to  investors  seeking  a  "fast 
buck,"  but  if  they  took  the  time  to 


IBM  software  and  a  43 
computer  system  add 
zip  to  order  processing 

In  addition  to  helping 
Talon  centralize  order- 
taking,  COPICS  software 
and  an  IBM  4300  compu 
system  helped  cut  invoici 
time  by  days,  increasing 
cash  flow  significantly. 

The  4300  series  is  on* 
of  a  number  of  easy-to- 
use  Business  Computer 
Systems  from  IBM. 

Whatever  size  your 
business,  they'll  help  yoi 
do  what  you  do,  better. 

They  can  be  used  as 
stand-alone  computers  o 
as  part  of  a  network. 

You  see,  there  are  as 
many  ways  to  use  IBM 
Business  Computer  Systt l 
as  there  are  businesses. 

To  learn  more,  call  IB 
Direct.  Or  send  in 
the  coupon  below. 


'     Write  to  IBM, 
DRM,  Dept.  3M/7, 
400  Parsons  Pond  Driv 

I     Franklin  Lakes,  New  Jersey  ( 

Please  semi  me  more  informa' 
j     IBM  Business  Computer  Syst 


Address 


Business  Phone 


1  800 IBM-2468.  ext 
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A    manufacturer    of    zippers,    Talon 
Incorporated  of  Pennsylvania  pulled 
its   nationwide   sales   and   order- 
processing    network    together^ 
with  an  IBM  4300  computer j^^ 
system.    So,    no    matter 
what    business    you 
are  in,   there's  an 
IBM    Business  ^ 
^5k  Computer 
System  ^ 
sure  to 
fit. 
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The 
machine 

that  £ 

pays  far 
itself 


When  you're  in  the  business  of  assen -J 
bling  parts,  you're  in  the  business  < 
holding  costs  down  while  keepin  | 
quality  up.  Which  is  a  tricky  bus 
ness   these    days.    Manufacture 
have  found  the  answer  to  tfc 
'problem.   Bodine   in-line   assembi 
machines.  ■  Bodine  modular  machines  hay 
produced  millions  of  small  assemblies  such  as  those  shown  here,  products  mac 
in  high  volume  to  rigid  specifications  and  yet  at  considerable  saving 
With  today's  skyrocketing  labor  costs,  both  direct  and  indirect, 
managers  hardly  have  to  be  persuaded  of  the  wage-saving 
advantages  of  automated  assembly  systems.  But  they  also 
must  look  hard  at  the  possibility  of  long  delays  in 
changing  over  to  new  equipment,  and  they  must  worry  about  sacr 
ficing  quality  control  in  their  products.  ■  Conversion  even  from 
completely  manual  operation  can  be  made  swiftly  and  with  ; 
minimum  of  de-bugging  time.        ^iftfcv         "  As  f°r  Quanl 

Bodine  drive  sy 
toring  and  adjue 
timed  and   drive 


control,  the  simplicity  oi  the 
tern  eliminates  much  of  the  need  for  moni- 
ment.  Most  of  the  motions  of  the  system  are 
by  the  main  drive  shaft,  and  these  include  self-inspection  features  that  ke( 
constant  tabs  on  output.  ■  All  of  this  adds  up  to  higher  production  rates,  few 
returns,  and  the  elimination  of  costly  major  retooling  for  product  changes.  Whi< 
means  savings  added  to  savings.  A  Bodine  assembly  machine  pays  for  itse 
And  then  it  starts  to  pay  for  itself 
all  over  again.  ■  Write  or  phone  r 
Frank  J.  Riley, Vice  President, 


The  Bodine  Corporation, 
317  Mountain  Grove  Street, 
Bridgeport,  Conn.  06605, 
(203)  334-3107. 


Hodim 

ASSEMBLY 
SYSTEMS 


Readers  Say 


ieck  their  timer's  actual  record,  they 
ould    probably     save     themselves 
lousands  of  dollars. 
-Camillo  A.  Schmidt 
ethesda,  Md. 


Our  ad  worked 

ir:  Perhaps  it  was  Mark  Twain,  or 
laybe  Malcolm  Forbes  Sr.,  who 
Tote,  in  effect,  that  one  should  never 
ngage  in  a  letter-writing  contest 
dth  someone  who  buys  ink  by  the 
arrel  or,  to  paraphrase,  owns  his  own 
lagazine.  Yet,  can  you  really  blame 
le  for  responding  to  your  scathing 
ommentary  on  one  of  our  commer- 
ial  banking  ads?  "Of  These  Two 
uns,  Only  One  Shines"  (Fact  and 
omment,  Oct.  8). 

How  unfortunate  that  "one  reader" 
ould  not  recognize  a  freshly  boiled 
hrimp,  but  read  something  obscene 
ito  the  photograph. 
-N.W.  (Red)  Pope 
enior  Vice  President/Marketing, 
un  Banks,  Inc. 
)rlando,  Fla. 


~)bscene? 


Founder 

>ir:  You  named  Walter  Annenberg  as 
he  one  who  "started  TV  Guide  in 
1953"  (Forbes,  Oct.  1).  I  started  TV 
luide  in  New  York  after  nine  months 
ii  research  and  fundraising,  with  the 
irst  issue  on  June  14,  1948. 1  sold  the 
^ew  York  edition  plus  the  New  En- 
gland and  the  Washington-Baltimore 
editions  to  Walter  in  1953.  The  at- 
:ached  announcement  of  Jan.  1 7,  1953 
n  the  New  York  Times  was  his,  five 
nonths  after  our  plans  for  a  national 
edition. 
—Lee  Wagner 
lancho  Mirage,  Calif. 
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CONSTELLATION 
MANHATTAN 


You're  looking  at  the  Omega  Manhattan.  The  finest  Swiss  quartz 
chronometer  money  can  buy. 

Water  resistant  to  100  feet.  In  stainless  steel, 
stainless  steel  and  14K  gold,  18K  gold,  18K  gold  and  diamonds. 

It's  just  one  of  the  styles  in  our  Constellation  Manhattan  collection. 
Available  in  men's  and  women's  sizes,  only  at  the  most  exclusive  jewelers.  From  $995. 

For  the  name  of  your  nearest  dealer,  write  Omega  Watch  Corporation, 
Omega  Building,  301  East  57th  Street,  New  York,  New  York  10022. 
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I  didn't  want  to  get  ir 
Arthur  Y)ung  did  our  t; 
their  money  they  wei 
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pressed  me  further. 
He  was  digging 
for  some  secret 
techniques. 
"But  Jim, 
surely  with 
Arthur  Young 
involved 
there's  a  lot 
more  brew- 
ing than 
that." 
Zach  always 
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was  great  with  word- 
play, he  drove  me  craz> 
with  it  in  college. 

The  brewing  refer er 
was  a  little  pun  on  my 
business  —  coffee.  We 
import  it  here  in  the 
states.  I  finally 
broke  down  and 
told  him  more. 

I  explained  how 
Arthur  Young  advised  I 
me  in  a  number  of  arec' 
Everything  from 
inventory  to 

leasing  to 
compensation. 
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tails,  so  I  said/The  way 
inning  seemed  like  it  was 
ving  not  ours."  He  still . . . 


Zach  continued  to 
3ss.  "Yeah,  but  how 
I  they  get  to  know  the 
ty-gritty,  the . . ." 
Before  he  could  finish, 
iterrupted  him.  "By 
ing  the  coffee  busi- 
ss!  The  Arthur  Young 
i  people  really  got 
know  our  people  and 
w  they  work.  Our 
erating  people,  our 
ancial  people,  even 
i  guys  on  the  docks." 
'But ..."  I  interrupted 
n  again,  "That's 
lat  I've  been        _A 
ring  to  tell  JW 

u  from  the         ^^ 
ry  start."  & 

The  key  isn't  secret 
:chniques  or  special 
ricks.  It's  the  way 
Arthur  Young  gets 


"By  living  the  coffee  business!  The  Arthur  Young  tax  people  really  got  to  know 
our  people  and  how  they  work  . . .  even  the  guys  on  the  docks." 


personally  involved  with 
your  business.  Some- 
times they  take  it  as  per- 
sonally as  you  do.  And 
Zach  . . .  the  results 
would  impress  even  you." 
He  said  he  understood. 
I  wasn't  sure  I  believed 
it.  A  week  later,  he  called 
fishing  for  more  informa- 
tion about  Arthur  Young. 
Now  I  believe  it. 


A 


If  you  would  like  help 
with  your  tax  planning 
or  information  about 
our  other  services,  call 
us  at  800-621-6476* 
Arthur  Young. 
Personal  advisors  to 
business.  Accounting, 
auditing,  tax, 
financial  and 
management 
consulting. 

Illinois,  800-572-6724. 
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We  brake  for  animals. 


American,  German,  French  and  Japanese  animals.  From  Rams  to  Rabbits,  Allied's  automotive 
business  supplies  Bendix  brake  components  to  automakers  from  one  end  of  the  world  to  the  other. 

And  we  don't  stop  with  stopping  animals. 

We  supply  braking  equipment  for  all  kinds  of  cars,  trucks  and  off-highway  vehicles  made  by 
manufacturers  from  Ford  to  Renault  to  Toyota.  Not  to  mention  other  equipment  like  power  steering, 
electronic  fuel  injection  systems,  engine  controls  and  components,  and  safety  restraints.  And  for  the  future, 
we're  developing  anti-skid  braking  systems,  electronic  power  steering  and  much  more. 

Altogether,  we're  one  of  the  world's  leading  independent  producers  of  original  and  replacement  parts. 
So  is  it  any  wonder  that  the  automotive  business  has  become  such  an  important  part  of  Allied's  growth? 

It's  the  perfect  vehicle  for  us. 
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'With  all  thy  getting  get  understanding' 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


! 


TO  A  PRIME  COG  IN  THE  ECONOMY'S  GEARS 

I  observed  that  "the  first  quarter  or  two  of  the  new  year  could  see  a  real  slowdown." 
Rejoined  His  Eminence:  "What  makes  you  think  we're  not  in  one  now?" 
Which  explains  why  the  Fed's  loosening  up. 

THE  PRESIDENT  TIPPED  HIS  DEFICIT  TACKLING  TAX  HAND 


wo  days  before  the  election.  He  did  it  on  Mondale's  home 
jrf,  during  a  spur-of-the-moment  detour  into  Minnesota 
vhich  he  almost  carried). 

Neither  television  nor  the  press  picked  up  on  this  most 
igniiicant  revelation  of  the  direction  that  the  second  term 
ml  take. 

Reforming  taxes  will  not  be  a  "guise"  for  raising  'em, 
aid  the  man  who  will  call  the  tune  following  his  record 
selection  sweep. 

So  how  does  the  President  propose  to  reduce  the  defi- 

WHAT  SHULTZ  IS  TRYING  TO  SAY 

nd  what  should  be  U.S.  policy  is  simple  enough.  Wreak 
evenge  pronto  on  the  perpetrators.  Forget  negotiating, 
xtradition  and  all  that  baloney  in  a  place  like  Lebanon, 
/here  the  government's  too  fractured  and  too  much  a 
igment  to  function.  If  U.S.  intelligence  knows  the  group 
nd  where  their  chapters  are,  mow  'em  down  to  the  extent 
'ossible — even  if  some  of  them  didn't  actually  do  the 
;illing  deeds. 
Unlike  Israel,  our  very  being  as  a  nation  is  not  jeopar- 


cit — a  goal  more  dear  to  him  than  to  his  expostulating 
deficit  critics?  Broaden  the  tax  base  so  that  the  govern- 
ment can  collect  "avoided  taxes."  That  could  bring  in  an 
"additional  $100  billion  a  year." 

MM 

Not  new  taxes.  Collecting  avoided  taxes. 

Along  with  all  the  other  political  arts  at  which  he  has 
been  rightly  termed  a  Master,  President  Reagan  can  now 
properly  be  termed  a  Master  of  Semantics. 

Nay,  a  Doctor  of  Semantics. 

ABOUT  OVERSEAS  TERRORISTS 

dized  by  terrorist  acts.  So  Americans  hesitate,  draw  back 
from  instant  retribution  that  isn't  pinpointed. 

Terrorists  draw  back  at  nothing ,  including  vicious  slaugh- 
ter of  Americans  a  la  the  Beirut  Marine  barracks  bombing. 

Squaring  the  circle  between  our  bitterness  and  desire  for 
revenge  and  huge  hesitancy  to  harm  a  stray  innocent  is 
tough.  But  George  Shultz'  intense  intent  is  absolutely 
right.  We  may  not  be  able  to  square  the  circle,  but  we 
should  certainly  hammer  at  its  perimeter. 


SPEAKING  OF  SHULTZ,  WE  REJOICE  HE'S  AGREED 

to  stay  Secretary  of  State,  since  his  replacement  could  have  been  eager-for-the-post  Cap  the  Butterknife. 
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INDIA  IS  AND— LET  US  HOPE— REMAINS  A  MIRACLE 


The  following  editorial  was  written  days  before 
Mrs.  Gandhi's  assassination.  Despite  the  traumatic 
additional  strain  put  on  India  by  her  appalling  mur- 
der, I  think  the  point  and  conclusion  of  these  obser- 
vations remain  valid — maybe  more  so. 
Contrary  to  every  historical  precedent  and  the  experi- 
ence of  near-countless  countries  with  problems  and  stress- 
es of  infinitely  lesser  proportions,  India  miraculously  re- 


mains democratic.  After  free,  and  free-for-all,  elections 
power  in  India  changes  hands  to  the  same  degree  it  doe: 
here  and  in  the  free  countries  of  Western  Europe. 

Irked  and  sometimes  angered  as  we  may  get  at  th( 
machinations  of  India's  Indira  on  the  international  scene 
one  never  ceases  to  marvel  that  this  vast  populace — s< 
bitterly  divided  by  religion,  language,  poverty  and  powe 
seekers — survives  as  a  vibrant,  functioning  democracy. 


THE  GRAY  DATS  AT  UNITED  TECHNOLOGIES 

will  be  over  sooner  than  later. 

IF  TOUR  STUFF'S  BEING  RIPPED  OFF  BT  COPYCATS,  DON'T  DEPEND 


entirely  on  "the  law"  to  protect  you  or  to  nab  them.  If 
your  stake  is  big  enough,  go  get  'em  with  your  own 
investigators. 

If  you  make  your  case  by  providing  irrefutable  evi- 
dence, then  you  might  be  able  to  depend  on  the  law  and 
its  enforcers  to  come  in  on  the  play.  That's  what  the 
video  people  are  doing  with  increasing  effectiveness 
against  tape  pirates,  and  what  the  likes  of  Vuitton  has 
had  to  do  to  keep  from  having  its  whole  business  stolen 
by  slick  foreign  imitators. 

As  Connoisseur  reports: 

"Remember  Abscam?  Vuitton  et  Fils  S.A.  does.  The 
makers  of  fine  luggage  and  handbags  last  year  hired  the 
Kanner  Security  Group  to  combat  some  counterfeiters 
making  a  killing  in  fake  Vuittons.  Kanner  hired  Melvin 
Weinberg,  the  ex-Abscam  confidence  man. 


"This  time,  Weinberg  impersonated  a  mobster  wishin, 
to  invest  large  sums  in  counterfeit  merchandise.  He  con 
tacted  the  suspects  and  persuaded  them  to  describe  th 
particulars  of  their  $40  million-a-year  business.  Havin 
traced  out  the  trade  routes,  the  malefactors  offered  Weirj 
berg  a  stake — to  the  delight  of  the  security  men  who  wer 
taping  the  whole  charade 

"And  what  recourse  do  the  conspirators  have?  No 
much.  The  whole  sting  was  authorized  in  advance  by  v 
federal  judge. 

"After  seeing  the  tapes  and  hearing  Weinberg's  testimc 
ny,  a  New  York  City  jury  convicted  five  of  the  defendant; 

"But  the  plaintiff's  troubles  are  still  not  over.  As    . 
Joseph  Bainton,  one  of  Vuitton's  lawyers,  told  us,  there  ai. 
plenty  of  other  counterfeiters  out  there.  'Some  of  them,'  h 
added  ruefully,  'are  quite  good.'  " 


REVERSE  TWIST,  AND  ONE  I  AIN'T  GONNA  TRT 


"I  happened  to  catch  your  interview  on  the  Free- 
man Report. 

"During  the  introduction  Ms.  Freeman  mentioned 
a  trip  you  made  on  a  motorcycle  across  Russia  tow- 
ing a  sign  that  proclaimed  you  to  be  a  'Capitalist.' 

"You  are  an  adventurous  person.  Therefore,  I  won- 
der if  you  would  dare,  with  no  previous  announce- 
ment, and  disguised  so  that  you  would  not  be  recog- 
nized, the  same  sort  of  trip  across  the  U.S.  towing  a 
sign  reading  'Communist.' 

"I  am  not,  never  have  been,  or  intend  to  become  a 
communist.  I  am  simply  curious. 

"What  do  you  believe  would  be  the  results?" 

John  Wahal, 
Pontiac,  Mich. 


SMOKE  UP. 

Left  alone,  smoke  goes  straight  up.  Puffed,  it  goes  a  bit  out, 
then  up.  But  in  restaurants  the  air-conditioning/ventila- 
tion systems  blow  chatter  and  smoke  firmly  and  invariably 
right  into  the  nostrils  of  neighboring  natterers.  If  they're 
militant  nonsmokers  (these  days,  a  breed  that  puts  rabbits 
to  rout  in  the  multiplication  game),  they  go  up  in  smoke. 

Since  the  temperatures  of  all  concerned — restaurateurs, 


There's  little  doubt  in  my  mind  that  in  many  places  a 
across  the  U.S.  such  a  trip  with  such  a  banner  would  b 
eventful.  And  maybe  bruisingly  so,  if  you're  clearly  a 
American. 

If  the  cyclists  were  as  clearly  Russians  as  we  were  vei 
obviously  Americans  in  the  U.S.S.R.,  they  would  be  gree 
ed  with  the  same  not-unfriendly  curiosity  and  intere; 
wherever  they  went. 

At  least  Americans  could  try  the  stunt  you  suggest. 

How  far  do  you  suppose  a  Russian  would  get  in  Russ: 
flying  a  sign  saying  "Capitalist"?  My  guess  is,  not  f; 
beyond  the  first  policeman. 

WHT  NOT? 

their  nonsmoking  and  smoking  customers — climb  steai 
ily,  it's  high  time  to  implement  solutions.  Simple  ont 
exist — though  costs  vary.  It  doesn't  take  high  tech  i 
install  ventilating  fans  in  the  ceilings  so  that  air,  hot  < 
cold,  and  the  smoke  and  the  palaver  can  all  be  wafted  i 
and  out. 

Where  they  belong. 
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IF  MR.  PERDUE  WERE  AS  FULL  OF  FAT  AS  HIS  CHICKENS 


'd  overflow  the  television  screen  when  clucking  those 

nmercials. 

-or  not  the  first  time,  the  other  evening  I  sat  shucking 

m  and  watching  the  evening  news  while  my  wife  was 

icking  blobs  from  'twixt  the  skin  and  the  meat.  How 

iny  ounces  I  don't  know,  but  there  certainly  were  gobs 

what  you  don't  buy  the  bird  to  get.  I  felt  the  customers 

re  getting  the  bird  from  Frank  until  my  wife  explained 

it  almost  all  fowl  available  was  thus  fouled  up. 

rhe  problem  seems  to  be  that  chickens  no  longer  have  to 


scratch  for  a  living.  They  get  stuffed  with  treated  feed  that 
plumps  'em  and  is  antibiotified  to  immunize  them  against 
diseases  (like  chicken  pox,  do  you  suppose)? 

Now  there's  an  uproar  that  animals  thus  fed,  fed  to  us, 
dilute  the  effect  of  miracle  medicines  when  they're  pre- 
scribed for  the  rest  of  us  two-legged  chickens. 

So  we  not  only  buy  a  lot  of  fat  we  don't  want,  but  we 
acquire  a  degree  of  antibiotic  imperviousness  that  we 
don't  want. 

Are  there  no  old-fashioned  yard  birds  left? 


I  HEARD  THIS  TRUE  GRANDMOTHER  STORY 


5  other  evening  from  a  wonderful  lifetime  friend,  Mrs.  A. 
mner  Gambee. 

rhe  lady  had  been  asked  to  make  some  remarks  at 
r  college  class'  50th  reunion.  Studying  classmates' 
;es  in  the  half-century-old  yearbook,  she  showed  her 

UNDERRATED 

If  oversimplification  enables  us  to  understand 
what  we  otherwise  wouldn't  grasp,  it's  a  virtue. 


8-year-old  granddaughter  her  own  picture  at  the  time  of 
graduation. 

The  little  girl  peered  closely  at  the  picture,  looked 
intently  at  her  grandmother,  and  asked,  "Grandmother, 
what  happened?" 

PSYCHOANALYSTS 

more  often  than  not  should 
be  their  own  best  customers. 


BOOKS 


Hi  •  Baron  James — by  Anka  Muhlstein 
(Vendome  Press,  $17.95) — is  center- 
piece of  this  intriguing  account  of 
"The  Rise  of  the  French  Rothschilds" 
from  ghetto  to  baronial  splendor  and 
governments-shaking  consequence. 

Excerpts:  The  place  of  residence — or 
rather  the  signboard  attached  to  a 
house,  since  numbering  did  not  exist 
in  the  ghetto — provided  the  most  sta- 
e  patronyms.  Thus  the  name  Rothschild  originated  in  a 
dsignboard — Rot  Schild — identifying  a  house  the  family 
cupied  in  1563.  .  .  .  The  ambitious  fames — as  facob 
)thschild  chose  to  be  known — was  a  true  son  of  his 
ther.  Money  would  forever  remain  the  overriding  preoc- 
pation  in  the  life  of  fames  de  Rothschild.  .  .  .Ministerial 
ises  struck  fames  as  futile  convulsions,  albeit  necessary 
asmuch  as  "our  French  ministers  are  like  table  napkins: 
ter  awhile  they  must  be  laundered  and  left  to  lie  a  bit;  it 
iproves  them. "...  Napoleon  III  came  for  a  visit  in 
zcember  1862.  fames  obviously  viewed  the  occasion  as  a 
eeting  between  two  great  powers.  Napoleon  III  respond- 
'  by  making  every  effort — of  courtesy,  tact,  and  savoir- 
ire.  Napoleon  planted  the  traditional  cedar  and  then 
ok  part  in  a  great  shoot.  He  and  the  other  gentlemen 
oceeded  to  kill  more  than  900  pheasants.  "The  poor 
rds,"  wrote  Leonora,  "are  so  tame  that  they  come  and 
eet  the  cartridges."  .  .  .  Contemporary  Rothschilds  make 
9  attempt  to  emulate  their  ancestor's  astonishing  concen- 
nion  on  business.  The  Rothschild  personality  has  burst 
ose  bonds.  Intellectuals  or  dilettantes,  writers  or  sports- 
en,  Zionists  or  atheists,  they  all  relish  the  pleasures  of 
laxation,  a  word  that  the  Great  Baron  did  not  even  know. 


#  Forgotten  News — by  Jack  Finney 
(Doubleday  &  Co.,  $14.95).  Fascinated 
by  an  1857  murder  copiously  reported 
in  the  woodblock-illustrated  press  of 
that  era,  Mr.  Finney  painfully  (for  the 
reader)  reconstructs  all  the  facts  he's 
been  able  to  put  together.  But  he  keeps 
intruding  by  laboriously  labeling  ev- 
ery surmise  he  makes  and  heralding 
every  gap  he  jumps.  You  wouldn't  think  a  man  who's  had 
six  movies  made  out  of  his  stories  could  make  such  factual- 
ly bloody  lore  a  chore  to  read. 

Excerpts:  I  wish  someone  had  spoken  about  Christmas 
Day,  though.  Were  greetings  and  gifts  exchanged  in  that 
house!  Were  there  toys  for  Willie  and  George!  Did  the  mail 
bring  Christmas  cards,  which  were  enormously  popular 
then!  And  if  we  stood  outside  on  our  walk  watching  for 
clues,  would  we  see  a  tree  in  the  window!  With  lighted 
candles  at  night!  All  we  know  is  that  George  Snodgrass 
said  Dr.  Burdell  was  at  home  on  Christmas  Day,  which 
surprised  me.  Personally,  I'd  have  headed  for  Demis's. 
.  .  .  You  want  to  shout  at  him  over  the  intervening  century: 
Stay  away  from  this  house!  .  .  .  As  for  Emma  Cunningham 
herself,  she  was  only  36  or  37,  free  as  a  bird,  and  still,  I 
assume,  hungry  for  money.  So  who  was  next!  and  what 
happened  to  him?  /  don't  know.  A  famous  New  York  cop, 
Inspector  Byrnes,  published  a  book  in  thenineties,  andinit 
he  says  Mrs.  Cunningham  went  to  California.  Maybe  she 
did;  somewhere  near  where  I  live  now.  And  maybe  I'll  find 
her  diary  on  a  dusty  top  shelf  of  that  old-book  shop.  I'll  let 
you  know  if  I  do. 
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Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  'this  editors  mind.  -MSF 


Feed  the  Turkeys 

Some  Republican  powers  would 
like  to  see  Reagan  have  his  Thanks- 
giving dinner  at  Camp  David  and  in- 
vite such  Democratic  stalwarts  as 
Louisiana  Senator  Russell  Long,  Illi- 
nois Congressman  Danny  Rosten- 
kowski  and  Oklahoma  Congressman 
James  Jones.  After  the  turkey  and 
pumpkin  pie,  Reagan  should  take  his 
goblet  of  Cabernet  Sauvignon  and  ask 
everyone  there  to  pledge  himself  to  a 
great  legislative  crusade  to  reform  the 
tax  system,  raise  revenue,  cut  spend- 
ing and  banish  those  hideous  deficits. 
For  that  kind  of  commitment,  the 
American  people  would  surely  give 
thanks. 

— Hugh  Sidey,  Time 

Bloody  Blighters 

These  guys  get  on  the  air  every 
night  and  cut  people  up  stem  to  stern. 
But  when  they  get  nicked  themselves, 
they  call  for  the  paramedics  and  say 
it's  an  assassination  attempt. 
— Barbara  Matusow,  author  of  The 
Evening  Stars:  The  Making  of  the 
News  Anchor,  quoted  in  W 

Best  Investment  Tet 

Emotions  ran  high  enough  in  estab- 
lishment Paris  to  cause  the  Bourse  to 
stop  trading — in  the  reign  of  Louis- 
Philippe  (1830-1848)  a  sure  sign  of 
disquiet.  Now  James  [Rothschild] 
reacted.  All  the  disturbance  drove 
him  "mad,"  but  left  him  with  enough 
presence  of  mind  that  he  quickly  tried 
to  reorganize  things  so  as  to  protect 
his  assets.  "I  think,"  he  advised  his 
nephews,  "we  should  purchase  some 
American  Treasury  bonds,  because 
America  is  still  the  most  secure  coun- 
try for  the  investment  of  capital." 

— Baron  fames, 
by  Anka  Muhlstein 

How  Would  We  Act? 

The  Afghan  refugees  taken  in  were 
even  poorer  than  Pakistani  villagers. 
By  the  summer  of  1983,  one  out  of 
five  or  one  out  of  six  people  in  Paki- 
stan's North-West  Frontier  Province 
was  a  refugee.  There  had  been,  for  all 
practical  purposes,  no  trouble.  Paki- 
stan worked.  Not  our  way,  but  it  got 
by.  People  were  generous. 


What  would  happen  if  more  than  6 
million  Mexicans  came  into  the  Unit- 
ed States  between  Texas  and  Califor- 
nia during  an  invasion  of  their  coun- 
try (that  would  be  the  proportional 
equivalent  to  the  Afghan  migration) — 
would  we  be  as  generous? 

— Richard  Reeves, 
New  Yorker 

Can  the  Candor 

It  was  good  to  hear  Geraldine  Fer- 
raro  saying,  in  responding  to  Phil 
Donahue's  question  as  to  whether  she 
cried  after  reading  a  newspaper  story 
about  her  mother,  "There  are  certain 
things,  Phil,  that  are  personal."  And 
even  better  to  hear  the  audience, 
asked  if  it  made  "any  difference  to 
anyone  here  whether  or  not  I  cried," 
shout  "No." 

— New  York  Times 

A  Fall  Is  Only  Fair 

Voyeurism  is  common  to  all  read- 
ers, and  it  must  surely  boost  the 
sales  of  biography,  especially  the 
subspecies  involving  the  doom  of 
terribly  gifted  people.  Diane  Arbus: 
A  Biography;  fames  Agee:  A  Life; 
Wired:  The  *Short  Life  and  Fast 
Times  of  fohn  Belushi.  An  untimely 
death  is  virtually  a  requirement  of 
this  genre,  preferably  at  the  subject's 
own  hand  or  as  a  result  of  his  or  her 


IngbyChas  Addams   '  1984  The  New  Yorker  Magazine,  hie 


"/  didn't  actually  build  it, 
but  it  was  based  on  my  idea. ' 


own  profligacy.  Consider,  if  you  will, 
the  sort  of  glazed  disinterest  that< 
might  greet  the  story  of  a  formerly 
tormented  comic  who  survived  his 
affliction  with  booze  and  freebasing 
to  take  his  last  breath  in  a  nursing 
home  at  83.  It's  as  if  we  need  the 
early  death  to  reassure  ourselves  that 
a  person  just  can't  have  everything, 
that  fame  and  talent  call  for  some 
kind  of  permanent  comeuppance. 

— Loudon  Wainwright,  Life 


"People   were  forced   to   be 
with  their  loved,  ones." 

— Lakewood,  Colo,  police  officer 

Dave  Gaouette,  explaining  an  increase* 

in  domestic  disturbances  during 

two  days  of  heavy  snow,  in 

U.S.  News  &  World  Report' 


Teacher's  Lament 

From   [Secretary  of  State  George]  i 
Shultz'  remarks,  it  was  evident  he' 
intends  to  remain  in  the  Administra- 
tion and  not  leave  unless  asked  to  dol 
so  by  President  Reagan,   something 
that    White    House    aides    said   wasi 
unlikely.   When  asked   if  he   might 
follow  the  example  of  Education  Sec- 
retary T.H.  Bell,  who  resigned  today 
to  go  back  to  teaching,  Mr.  Shultz, 
himself   a   former   college   professor 
and  dean,  replied  jokingly:  "I'm  too 
old  for  teaching.   It  takes  a   lot  of 
patience  to  grade  those  blue  books. 
You  work  so  hard  all  term  long,  and 
then  you  read  those  blue  books  and 
you  say:  'Oh  my  God!  It  didn't  seem 
as  if  I  got  anything  across.'  " 

— New  York  Times 

California's  Fault 

The  next  major  earthquake  ini 
southern  California  will  occur  in  No- 
vember 1987,  at  which  time  the  moon 
will  be  at  its  northernmost  point  in 
relation  to  the  earth.  Scientists  pre- 
dict that  the  moon  will  be  positioned 
so  that  its  gravitational  pull  will 
cause  an J  earthquake  along  Califor- 
nia's San  Andreas  Fault. 

— GEO 

Zoo's  Who 

Andy  Warthog        Goldie  Hawk 
Brendan  Gull  Ed  Kochroach 

Bianca  Jaguar  Meryl  Sheep 

Sam  German  Shepard 
Walter  Mongoose  Raccoon  Welch 
Nancy  and  Ronald  Raven 

—Vanity  Fan 
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C0MM1IABIIER  SG 

The  design  is  clean,  smart,  simple.  The  look  is 
thin.  The  feel  is  flat  and  comfortable.  It  conforms  to 
your  wrist. 

Of  course,  being  water  and  shock  resistant,  it's  a 
Sportswatch  you  can  put  through  years  of  tennis, 


showering,  swimming. .  .whatever. 

Inside  the  Concord®  Mariner1'1  SG  with  Day/ 
Date  is  the  most  advanced  quartz  technology  in 
time:  ultra-flat;  never  needs  winding;  accurate  to 
within  60  seconds  a  year. 

The  Concord  Mariner  SG  is  crafted  in 
Switzerland  of  hand-milled  and  hand-polished 
stainless  steel  and  14  karat  gold. 

It  is,  indeed,  the  Sportswatch  of  the  decade. 

For  brochure  send  $2.00  to  Concord,  Dept.  FB, 
650  Fifth  Ave.,  N.Y.,  N.Y.  10019. 
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Macintosh  oul 
a  test  drive. 


Since  we  introduced  Macintosh? 
we've  been  telling  you  it's  the  first 
business  computer  anyone  can  leam 
to  use  overnight. 

Now  we're  going  to  prove  it. 
By  giving  you  a  Macintosh  to  use. 
Overnight. 

Right  now  anyone  who  qualifies 
can  walk  into  a  participating  authorize 
Apple  dealer,  and  walk  out  with  a 
Macintosh  Personal  Computer. 
No  purchase  necessary. 
It's  our  way  of  letting  you  test  drivi 
a  Macintosh  in  the  comfort  of  your 
own  office,  home,  RV,  hotel  room,  donr 
room  or  whatever. 

And  really  experience,  first-hand, 
w  much  your  finger  already  knows 
t  computing. 

Simply  put,  in  less  time  than  it 
get  frustrated  on  an  ordinary 
;  you'll  be  doing  real  work 
otosh. 

/thing  from  writing  memos 

i  ig  with  spreadsheets  to  creatir 

managing  projects. 

cause  the  hard  part  of  test  drivii 

tosh  isn't  figuring  out  how  to 

hard  part  is  bringing  it  back. 


'••-<-.' 


Apple  and  the  Apple  logo  are  registered  trademark  of.ipple 

.  is  a  trademark  licensed  to  Apple  Computer  Inc.  For  an  aitllxmz 

)<ou  call  (800)538-9696.  In  Canada,  call  (800)2681 

7637. 


UKM 


Fact  and  Comment  II 

By  M.S.  Forbes  Jr.,  Deputy  Editor-in-Chief 


HELMUT  KOHL:  GOOD  FOR  GERMANY,  GOOD  FOR  THE  WEST 


Like  Ronald  Reagan,  West  German  Chancellor  Helmut 
ohl  is  a  man  easy  to  underestimate.  The  German  press 
jrtrays  him  as  a  not-too-bright  bumbler.  He  is  not  a 
ickler  for  detail,  they  complain;  he's  not  decisive 
lough.  Politicos  regard  his  accession  as  an  accident, 
nlike  Reagan,  moreover,  Kohl  has  not  mastered  televi- 
on.  During  our  recent  visit  to  Ger- 
lany,  Forbes  found  few  with  a  good 
ord  about  their  Chancellor. 
So  our  interview  with  Kohl  (see  p. 
3)  was  quite  a  surprise.  He  was 
right,  animated,  down-to-earth, 
vtn  humorous,  a  vivid  contrast  to 
le  picture  painted  by  West  German 
mrnalists.  When,  at  the  end  of  the 


Chancellor  Kohl  interviewed  by  Forbes 


Though  he  has  made  cuts,  he  realizes  that  a  wholesale 

assault  would  be  futile. 
Kohl  is  a  far  better  man — and  politician — than  his  critics 

give  him  credit  for. 
He  has  benefited  during  his  long  political  career  from  his 

opponents'  continually  underestimating  him.  A  notable 
example  is  Franz  Josef  Strauss,  a 
powerful  Bavarian  leader  allied  with 
Kohl's  party  who  thought  he  could 
easily  wrangle  the  foreign  ministry 
when  Kohl  came  to  power  in  1982. 
Two  years  later,  Strauss  is  still  ma- 
neuvering on  the  sidelines. 

Despite  his  efforts  at  improving 
relations  with  East  Germany,  Kohl's 


iterview,  this  writer  jocularly  suggested  Kohl  might  run 
)r  President  when  Reagan  retires  in  1988,  the  Chancellor 
;sponded  without  missing  a  beat,  "Your  Constitution 
rohibits  that  since  I  would  be  foreign  born.  But  in  my 
ome  state,  I  had  more  than  100,000  Americans,  and 
erhaps  this  would  be  enough  for  a  seat  in  the  U.S.  Senate, 
hen,"  he  added  in  a  wry  reference  to  the  German  parlia- 
lent's  investigation  of  Kohl  and  to  the  Flick  scandal  (see 
.  48),  "I  could  study  the  American  practice  of  investiga- 
ive  committees." 

He  was,  above  all,  reassuring  about  the  economy,  about 
JATO,  about  the  German  young  and  the  rise  of  the  anti- 
onerican  Greens.  Serious  problems  in  these  areas,  yes, 
ut  hardly  insoluble. 

Like  Reagan,  Kohl  comes  across  as  a  man  with  a  strong 
ense  of  direction.  He  speaks  from  the  heart  when  he  talks 
f  the  virtues  of  "an  open  market,  a  free  market,"  of  the 
eed  to  reduce  the  role  of  government,  of  the  importance 
f  a  faith  in  God  and  the  underlying  strength  of  Germany's 
ommitment  to  democracy. 

Though  sincere,  Kohl  does  not  strike  you  as  an  ideo- 
ague.  He  is  a  political  realist  who  is  not  pushing  his 
genda  of  lower  taxes,  slower  spending  and  less  regulation 
ist  enough  to  suit  some  of  his  supporters.  Germany  has  a 
avish  welfare  state,  a  tradition  that  goes  back  to  Bismarck. 


commitment  to  NATO  and  to  the  West  is  unequivocal. 
What  he  fears  is  that  someday  the  U.S.  might  be  tempted 
to  turn  its  back  on  Europe  as  it  did  after  World  War  I,  when 
America  "concentrated  on  Prohibition.  What  happened  in 
Europe  then?" 

As  for  the  Greens,  they  are  a  potent  and  potentially 
destructive  force.  But  Kohl  puts  this  phenomenon  in  per- 
spective by  comparing  it  with  our  youthful  excesses  in  the 
late  1960s  and  the  early  1970s.  Most  of  those  flower 
children  voted  for  Reagan  in  the  recent  election.  Remem- 
ber, Germany's  baby  boom  came  ten  years  after  the  U.S.' 
As  Kohl  puts  it,  "Later  on,  when  they  [the  young  Germans] 
will  be  working  and  paying  their  taxes,  then  they'll  know 
the  sky  is  above  and  the  earth  is  down  here.  I'll  put  my 
stake  on  this  generation.  Once  they  have  to  pay  their 
taxes,  a  good  many  of  them  will  be  good  voters  for  [Kohl's 
political  party]." 

Kohl,  in  effect,  is  telling  the  Germans  that  it  will  be  up 
to  them  to  pull  themselves  out  of  the  economic  torpor  the 
Federal  Republic  fell  into  during  the  late  1970s  and  early 
1980s.  He  sees  his  role  as  providing  the  environment  for 
this  to  take  place. 

Kohl  is  guiding  Germany  through  a  painful  transition 
between  one  economic  era  and  another,  doing  it  by  reaf- 
firming free  enterprise  and  Germany's  ties  to  the  West. 
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Mary  DeSapio 

President 

Cardinal  Capital  Transportation,  Inc. 

"For  possibly  the 

first  time  in 

two  generations, 

one  can  make  a 

sound,long-term 

case  for  investing 

in  rail  equities." 

Wall  Street  analysts  are  looking  at  railroad 
stocks  in  a  new  light.  Ms.  DeSapio  be- 
lieves, "A  golden  era  for  the  freight  railroad 
industry  is  on  the  economic  horizon  as  we 
approach  the  mid-1 980's."  Railroad  stocks 
have  outperformed  the  market  since  1 979 
and  have  tripled  in  market  value.  America's 
freight  railroads  are  a  growth  industry. 
Last  year,  freight  trains  moved  almost  twice 
as  much  traffic  as  their  nearest  competi- 
tors and  moved  it  efficiently,  inexpensively, 
reliably.  This  growing  efficiency  is  the 
result  of  a  massive  capital  improvement 
program  which  has  seen  freight  railroads 
spend  more  than  $1 3.5  billion  on  new 
equipment,  improved  track  and  expanding 
technology  over  the  last  five  years. 
America's  freight  railroads  are  investing 
for  today  and  tomorrow — and  a  bigger 
share  of  the  transportation  market.  The 
railroad  renaissance  is  welcome  news — 
because  railroads  keep  America  running. 

Association  of  American  Railroads 

Dept.  402  R,  1920LSt.,  N.W. 

Washington,  D.C.  20036. 


ASSCXIATION 

OF  AMERICAN 

RAILROADS 


FREIGHT  RAILROADS 
ARE  ON  THE  MOVE. 
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Edited  by  Howard  Banks 


Whafs  Ahead  for  Business 


The  trade 
deficit  deepens 


Even  the  best 
sectors  are  weaker 


Will  the  screws 

on  imports 
he  tightened? 


WILL  BAD  NUMBERS  LEAD  TO  BAD  POLICY? 

Horrid  numbers,  each  worse  than  the  one  before,  are  now  the  rule  in 
foreign  trade.  The  trend  will  continue  while  the  dollar  stays  strong. 
The  third-quarter  deficit  in  U.S.  merchandise  trade  (actual  goods)  of 
$33.3  billion  is  sickeningly  higher  than  the  second  quarter's  $25.7 
billion.  All  by  itself  the  third-quarter  deficit  almost  equals  the  average 
annual  deficit  of  $34.8  billion  between  1977  and  1983. 

The  closer  you  look,  the  sadder  the  picture.  Even  though  oil  imports 
dropped  3%,  imports  rose  by  13%,  or  $8.4  billion,  over  the  second 
quarter.  Exports  of  nonfarm  goods  rose  by  a  slower  2%,  while  farm 
exports  dropped  by  3%  in  value  despite  a  1%  increase  in  volume. 

Even  the  surplus  in  the  service  sector  (banking,  insurance  and  comput- 
er services)  is  shrinking — hit  by  the  dollar,  by  higher  interest  payments 
abroad  on  money  borrowed  to  close  the  budget  deficit,  and  by  reduced 
earnings  from  U.S.  investments  overseas. 

Ten  sectors  in  1983  accounted  for  46%  of  the  total  $200  billion  in 
U.S.  exports.  Every  one  of  them  is  being  squeezed  to  some  degree. 

In  order,  the  biggest  U.S.  exports  last  year  were:  grain  (wheat,  corn, 
rice,  etc.),  8.9%;  chemicals,  8.2%;  computers,  5.5%;  auto  bodies  and 
parts  (mainly  to  Canada),  5.4%;  broadcasting  and  communications 
equipment,  3.3%;  construction  machinery  (including  oil-drilling 
equipment),  3.2%;  agricultural  and  industrial  supplies  (things  like 
cotton,  tobacco  and  hides),  3.1%;  soybeans  (hit  lately  by  falling  prices), 
2.9%;  civilian  airliners,  2.8%;  aircraft  engines  and  parts,  2.5%. 

Even  good  sectors  are  slipping.  In  capital  goods  the  1982  surplus  of  $38 
billion  will  be  only  around  a  $15  billion  surplus  this  year.  In  high 
technology,  an  area  the  U.S.  should  still  dominate,  the  trade  surplus  is 
expected  to  be  down,  from  around  the  $25  billion  averaged  in  the 
earlier  1980s,  to  $7  billion  this  year. 

It's  not  surprising,  then,  that  claims  for  trade  protection  (invari- 
ably based  on  national  security  grounds)  are  also  at  record  levels. 

There  hasn't  been  much  protection  so  far.  Imports  of  textiles  are  up 
55%  in  the  past  18  months,  and  of  steel  by  70%  in  the  past  year. 

There's  another  side  to  U.S.  trade  deficits:  earnings  for  other  countries. 
Latin  America's  current  account  surplus  in  1984  should  be  up  $15 
billion  from  last  year,  easing  the  debt  crisis.  The  Administration 
guesses  that  around  one-third  of  Europe's  meager  growth  results  from 
its  trade  surplus  with  America. 

With  the  election  over,  resisting  appeals  for  aid  and  comfort  should  be 
easier  politically.  But  there's  a  less-than-obvious  factor  working  the 
other  way.  As  more  U.S  companies  find  it  impossible  to  compete 
abroad,  so  their  voices  supporting  continued  free  trade  will  quieten. 

Expect  trade,  then,  to  be  central  to  the  economic  policy  debate  to 
come.  There  seems  no  danger  that  U.S.  business,  by  and  large,  will  turn 
protectionist.  But  even  reduced  support  for  open  trade  could  lead  to 
more  inward-looking  policies  than  now  seem  likely. 
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The  Forbes  Index 
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Holding  pattern.  The  Forbes  Index  remained  virtually 
unchanged  during  the  latest  reporting  period.  The  October 
figure  for  new  unemployment  claims  shot  up  8%  during 
the  month  of  September.  This  is  a  fairly  large  jump,  but 
the  latest  figure  is  within  0.2%  of  where  it  was  in  October 
of  1983.  In  addition,  the  recent  rise  in  claims  by  those  who 
just  lost  their  jobs  had  a  negligible  effect  on  the  Forbes 


Index,  which  computes  changes  in  new  unemploymei 
claims  over  a  six-month  stretch. 

Only  one  other  Index  component  was  updated  in  th 
reporting  period.  The  most  recent  figure  for  manufactu 
ers'  inventories  shows  an  0.8%  increase  over  the  previoi 
month  and  stands  some  10.8%  higher  than  it  was  duriri 
the  same  time  last  year. 


The  Forbes  Index  Components 


The  FORBES  Index  is  a  measure  of  U.S.  economic  activity 
composed  of  eight  equally  weighted  elements:  Total  in- 
dustrial production,  new  claims  for  unemployment  com- 
pensation, the  cost  of  services  relative  to  all  consumer 
prices,  the  level  of  new  orders  for  durable  goods  com- 
pared with  manufacturers'  inventories,  total  retail  sales, 
new  housing  starts,  personal  income,  total  consumer 
installment  credit. 

To  measure  these  eight  elements,  FORBES  monitors  ten 
series  of  U.S.  government  data.  The  last  13  months'  data 
for  each  series  is  presented  at  right. 
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Industrial  production  index  |1967  =  100) 
Seasonally  adjusted  (Federal  Reserve) 


Manufacturers  new  orders  and  inventories 

fSbillions)  seasonally  (Dept.  of  Commerce) 


Personal  income  (Sbillions)  wage  and  salary  dis- 
bursements, seasonally  adjusted  (Dept.  of  Comnn 


Unemployment  claims  average  for  month 
(thousands)  seasonally  adjusted  (Dept.  of  Labor) 


Retail  store  sales  (Sbillions) 

seasonally  adjusted  (Dept.  of  Commerce) 


Consumer  installment  credit  (Sbillions) 
total,  seasonally  adjusted  (Federal  Reserve) 
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bu  collect  a  gift  every  time  you 
nake  an  Amsterdam  Connection?" 


tries.  And  this  time  it's  aVfolvo!" 


H 


V  ** 


up  your  Win-On-The'Way  sweepstakes  entry  and  rules  at 
KLM  check-in  counter  to  see  what  prize  or  gift  you  can  get. 
aim  your  prize,  or  gift,  all  you  have  to  do  is  fly  Royal  Class 
iisiness  Class  on  KLM  to  Amsterdam  and  make  a  same-day 
lection  at  Schiphol  Airport. 


Amsterdam  Connection  means 

asy  connections  to  over  100 

in  Europe,  the  Middle  East,  Far 

nd  Africa. 

LM  also  offers  A*Advantage® 

to  Amsterdam  plus  a  bonus  of 

mileage  beyond. 

nd  now,  every  time  you  make  a 

action  you  collect  a  prize  or  gift 

Jsy  of  the  Holland  Promotion 

iation  with  KLM's  Win-On-The 

iweepstakes. 

nay  win  one  of  these  prizes: 

curious,  fully-equipped  Volvo  760 


GLE's  valued  at  $23,350  each. 

•  5  holidays  for  two— fly  KLM  Royal 
Class  for  a  luxurious  week  in 
Holland,  value  $6,920  each. 

Or  get  one  of  these  gifts: 

•  50  dazzling  diamonds  from  Gassan 
Diamond— $330  value  each. 

•  50  Philips  pocket  dictating  machines 
—$275  value  each. 

•  25  Avis  Car  Rentals  for  a  week— $250 
value  each. 

•  Gift  certificates  worth  approx.  $5.00 


When  you  pick  up  your  Sweep- 
stakes entry,  which  includes  official 
rules,  you'll  know  immediately  what 
prize  or  gift  you  can  get.  There's 
something  for  everyone!  To  collect,  fly 
KLM  Royal  Class  or  Business  Class 
from  New  York,  Chicago,  Atlanta, 
Houston,  Los  Angeles  or  Anchorage. 
Call  your  travel  agent  or  KLM  today. 

AvAdvantage®  is  a  registered  service  mark 
of  American  Airlines,  Inc. 

To  Play:  No  purchase  necessary.  You  must  make 
an  Amsterdam  Connection  to  claim  prize  or  gift. 
Void  where  prohibited  Sweepstakes  starts 
October  28,  1984  and  gifts  or  prizes  must  be 
claimed  by  March  23,  1985.  For  free  Sweepstakes 
entry  ticket  and  rules  send  stamped,  self- 
addressed  envelope  to:  KLM  Win-On-The -Way 
Game  Piece,  P.O.  Box  3901,  Syosset, 
New  York  11775.  Residents  of  Wash- 
ington  State  need  not  affix  postage.  04 
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How  high  technology 
conquered  cold  feet. 


ALLEGHENY  INTERNATIONAL 

SPECIAL  SKILLS  FOR  SPECIAL  NEEDS. 


Genesis  blanket  is  the  new 
:tric  blanket  developed  by 
ihern  Electric,  an  Allegheny 
'national  company 
k  new  patented  heating  system 
5  a  unique  wire  called  PTC 
sitive  temperature  coefficient) 
ch  acts  like  a  million  tiny 
mostats  to  sense  and 
ztto  minute  vari- 
es in  temperature. 


ie  new  Genesis 
*et  is  part  of  the 
amber  Rest  line 
>f  blankets  from 
irthem  Electric. 


:  blanket  responds  by 
ding  more  warmth  to  those 
as  that  need  it.  This  break- 
)ugh  in  thermal  technology 
3ns  that  the  Genesis  blanket  not 
/guarantees  greater  sleeping 
nfort  but  eliminates  the  need  lor 
o  20  thermostats  found  in  ordi- 
v  electric  blankets. 


h 


Another  example  of  how 
Allegheny  International  is  applying 
new  technologies  to  improve  con- 
sumer products  is  the  recently  intro- 
duced Sunbeam  Monitor  Iron.  It's 
the  first  iron  with  a  "thinking"  solid- 
state  electronic  system  that  senses 
and  automatically  adjusts 
heat  and  even  turns  itself 
off  if  accidentally  left 
on.  The  Sunbeam 
Monitor  Iron  shuts  off  in 
30  seconds  if  it's  knocked 
over  or  left  in  the  ironing 
position;  it  shuts  off  in  10 
minutes  if  left  upright.  New 
controls  and  indicator  lights, 
extra  steam  vents  and  self- 
cleaning  features  help 
make  it  the  ultimate  in 
ironing  ease  and  safely 

The  Sunbeam  Monitor 

Iron,  with  its  electronic 

brain,  guarantees 

precise  heat.  It  even 

shuts  off  if  you  forget. 

In  Europe,  Rowenta, 
another  Allegheny 
International  company 
has  applied  new  tech- 
nology to  toasters.  The  new 
Rowenta  "Cool  Touch"  toaster 


A  sleepers  body  temperatures  can 
vary  as  much  as  10  degrees  or  more. 
A  unique  new  wire  developed  for  the 
Genesis  electric  blanket  acts  like  a 
million  tiny  thermostats  and  sends 
more  warmth  to  those  areas  that 
need  it  and  less  to  those  that  don't. 


is  the  first  toasterthat feels  cool  even 
while  toasting.  Its  supersize  slot 
accommodates  thick  slices,  and  an 
automatic  centering  device  means 
even  toasting  for  any  size  piece. 

Thick  slices  fit  easily 
in  the  cool-sided 
Rowenta  toaster 
sold  in  Europe. 


These  are  just 
some  of  the  ways 
Allegheny  International  companies 
worldwide  are  applying  new  tech- 
nologies to  achieve  innovations 
and  improvements.  As  the  worlds 
leading  maker  of  work-saving 
consumer  products,  we  are  dedi- 
cated to  developing  the  most  ad- 
anced  and  reliable  products  for 
people  everywhere. 
For  more  information, 
write  to  us  at  Box  456  M,Two 
Oliver  Plaza,  Pittsburgh,  PA  15230. 

®  Sunbeam,  Rowenta,  Cool  Touch. 
™  Genesis,  Monitor,  Slumber  Rest. 


Forbes 


All  you  eager  corporate  acquisitors  out 
there:  Before  you  ink  the  next  big  deal, 
read  this  sad  story. 

When  somebody 

says  synergy,  feel 

for  your  wallet 


By  Phyllis  Berman 


McGraw-Edison  's  Williams 

Don't  do  it  unless  your  timing,  and  the  price,  are  right. 


I 

It  was  a  deal  that  seemed  to  start 
small.  McGraw-Edison  was  inter- 
ested in  buying  a  number  of  Stu 
debaker-Worthington  divisions.  Stu-i 
debaker  Chairman  Derald  Ruttenberg 
and  McGraw  Chairman  Edward  Wil- 
liams personally  conducted  the  nego- 
tiations. The  year,  1979. 

To  understand  what  happened  next 
you  must  know  something  about  Der- 
ald Ruttenberg.  At  68  he  has  gone 
from  being  a  small-town  boy  (La- 
fayette, Ind.)  to  owning  a  16,000-acre 
spread  in  Scotland,  complete  with  a 
manor  where  he  entertains  British  ar- 
istocracy and  business  bigwigs.  Rut- 
tenberg has  a  sharp  eye  for  angles. 

As  the  talks  progressed,  Ruttenberg 
made  it  known  that,  at  the  right  price 
his  whole  company  was  for  sale 
McGraw-Edison,  headquartered  ir 
Rolling  Meadows,  111.,  had  plenty  o: 
buying  power,  and  its  chief  executive 
was  ambitious  to  expand. 

The  two  men  are  a  contrast  in  per 
sonalities.  Ruttenberg,  polished,  ; 
wheeler-dealer,  owned  a  chunk  of  hii 
company.  Williams,  a  CPA,  was  es 
sentially  an  employee  of  McGraw 
owning  only  two-tenths  of  1%  of  thd 
stock.  The  two  men  had  different  mo 
tivations,  interests  and  attitudes. 

McGraw's  Williams  jumped  at  thi 
offer.  It  took  only  three  hours  to  lin< 
up  a  huge  loan  from  a  consortium  o 
13  banks.  A  month  later  McGraw 
Edison,  its  compliant  directors  noi 
ding  approval,  began  buying  1 
stock.  A  McGraw-Edison  house  org: 
crowed:  "[We  have  completed]  one  o 
the  largest  mergers  in  American  busi 
ness  history  .  .  .  with  a  credit  line  hal 
again  the  size  of  our  equity." 

Act  in  haste,  repent  at  leisure.  Tfo 
price  was  stiff:  $750  million  and  t 
assumption  of  $167  million  of  Studi 
baker  debt.  Before  the  takeover 
mors  started,  Studebaker's  stock  so. 
around  29;  the  takeover  was  at  $5 1 .5 
McGraw-Edison  paid  a  staggering  pr 
mium — 80%  over  market.  And  sai 
died  with  debt  a  company  whos 
hard-nosed  but  now  deceased  found1 
abhorred  borrowing. 

What  did  McGraw-Edison  get  for  it 
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learly  $1  billion?  For  one,  a  union  of 
.ome  of  the  great  names  in  U.S.  indus- 
ry.  Studebaker,  once  famed  for  wag- 
ms  and  later  for  automobiles,  was 
low  a  maker  of  brakes  and  auto  parts. 
The  old  Worthington  Pump,  Inc., 
ounded  in  1840,  was  a  pioneer  in 
mmps  for  steam  engines.  Williams' 
:ompany  traced  back  to  entrepreneur 
vlax  McGraw,  the  man  who  brought 
he  pop-up  toaster  to  the  American 
>reakfast  table,  and  Thomas  Edison; 
t  was  a  proud  name  in  electrical  ma- 
chinery. Williams  must  have  been  at- 
racted  by  this  history.  Ruttenberg 
;eemingly  had  a  more  commercial  at- 
itude  toward  it. 

The  deal  nearly  doubled  McGraw- 
idison's  revenues,  even  though  it  had 
o  sell  its  well-known  consumer  ap- 
jliance  division  to  reduce  debt. 

Today  Ruttenberg  is  on  his  spread 
n  Scotland;  it  is  grouse  season.  Ed 
Williams  is  in  Illinois  struggling  to 
)ring  some  order  and  profitability  out 
)f  a  company  that  has  expanded  al- 
nost  beyond  recognition.  Last  year 
VIcGraw-Edison  had  revenues  of  over 
52  billion — double  those  of  five  years 
igo.  Net  income  was  only  half  that  of 
ive  years  ago;  it  represents  a  return  of 
11%  on  stockholders'  equity. 

For  a  long  time  Williams  concen- 
:rated  on  paying  down  the  debt  that  at 
:he  outset  dwarfed  McGraw's  equity, 
n  five  years  he  cut  long-term  debt 
Tom  $866  million  to  $399  million, 
out  at  the  expense  of  some  of  the 
:apital  spending  McGraw-Edison 
leeded  to  keep  up  in  its  fast-changing 
Dusinesses.  McGraw-Edison  operates 
nany  antiquated  plants  and  faces 
overcapacity  and  shrinking  markets. 
\n  analyst  who  follows  the  company 
:losely  but  asks  for  anonymity  sums 
jp  the  situation:  "Basically,  they 
Sought  at  the  peak  of  the  last  cycle. 
Now  they  have  to  downsize  the  busi- 
nesses, close  plants,  take  writeoffs." 

With  a  stronger  economy,  earnings 
in  the  first  nine  months  of  this  year 
are  up  59%,  but  the  whole  company 
sells  on  the  NYSE  for  a  good  deal  less 
than  Williams  paid  for  Studebaker- 
Worthington  alone. 

A  sad  story,  but  not  unique.  The 
modem  annals  of  U.S.  industry  are 
rich  in  examples  of  overpriced  acqui- 
sitions that  made  sellers  rich  and  im- 
poverished buyers.  There  will  be 
many  more  such  sad  tales  as  some  of 
the  more  recent  acquisitions  give  in- 
digestion to  their  acquirers. 

Ruttenberg?  He  walked  away  with 
some  $30  million  in  cold  cash.  He 
also  took  options  on  454,000  shares  in 
the  merged  company  at  some  $10.40  a 
share.  When  McGraw  stock  rose  tem- 
porarily in  1981  on  unrealistic  expec- 


tations that  "^industrialization"  and 
the  energy  boom  would  give  it  a 
boost,  Ruttenberg  exercised  half  his 
options,  netting  millions  more.  He 
quit  the  board  and  renegotiated  his 
$200,000-a-year  contract. 

Ruttenberg  was  not  the  only  win- 
ner. The  other  was  Dresser  Industries 
of  Dallas.  The  cagey  Dresser  had  been 
shopping  Studebaker-Worthington, 
but  when  the  bidding  got  hot  Dresser 
shut  its  checkbook.  After  the  merger 


Dresser  kept  trying  to  buy  parts  of 
McGraw-Edison,  particularly  Turbo- 
dyne,  maker  of  steam  turbines.  This 
September  McGraw's  restructuring 
program  made  Turbodyne  available. 
With  patience,  Dresser  finally  got  a 
good  part  of  what  it  wanted. 

Is  there  a  moral  here?  Yes,  and  it  is 
so  obvious  we  blush  to  draw  it:  Do  not 
an  acquisitor  be,  unless  you  are 
damned  sure  your  timing  is  right  and 
the  price  is  right.  ■ 


Charlie  Bluhdorn  bought  cheap,  but  on 
whim.  His  successor  thinks  fit  is  more  im- 
portant than  price. 

G&W  after 
Bluhdorn 


By  Jeffrey  A.  Trachtenberg 

Everybody  thinks  of  me  as  the 
great  dismantler,  but  I'm  not 
liquidating  the  company,"  says 
Martin  Davis.  A  few  days  after  mak- 
ing that  statement,  Gulf  &  Western's 
chairman  put  his  money  where  his 
mouth  was  and  bid  $700  million  cold 
cash  for  the  publishing  house  Pren- 
tice-Hall. G&W  may  or  may  not  get 
Prentice-Hall,  but  the  richness  of  the 
offer  would  have  made  G&W's 
founder,  the  late  Charles  Bluhdorn, 
stir  in  his  grave.  Davis  proposed  to 
pay  3  times  book  value,  18  times  earn- 
ings and  a  quarter  of  a  billion  dollars 
over  the  pre-offer  market  price. 

Gone  is  any  doubt  as  to  Davis'  in- 
tentions. He  is  not  going  to  shrink  or 
liquidate  Bluhdorn's  ill-matched  $4.4 
billion  (sales)  empire.  He  is  going  to 
transform  it. 

Add  the  P-H  offer  to  Davis'  other 
acquisitions,  mostly  small  stuff,  and 
you  have  $1  billion  worth  of  expan- 
sion in  less  than  a  year.  Davis  tells 
Forbes  he  is  looking  at  three  other 
good-size  acquisitions  besides  P-H. 
Another  potential  target:  two  divi- 
sions of  publisher  Ziff-Davis. 

Oh,  sure,  Davis  has  sold  more  than 
he  bought:  He  dumped  a  $900  million 
investment       portfolio,        including 


blocks  of  Amfac  and  Brunswick  Corp. 
He  sold  46  companies,  such  as  Roose- 
velt Raceway  and  E.W.  Bliss,  and  he 
dealt  away  sugar  operations  in  Florida 
and  the  Dominican  Republic  for  $200 
million.  All  told,  he  has  sold  off  $1.5 
billion  worth  since  he  took  over  when 
Charlie  Bluhdorn  died  nearly  two 
years  ago.  He  has  been  using  that 
money  to  pay  down  the  $2.1  billion 
debt  Bluhdorn  left,  but  Davis  says  he 
has  got  the  capital  and  the  credit  to 
buy  what  he  wants.  "We've  no  cash 
limit  on  what  we  spend  today." 

Marty  Davis  waited  a  long  time  to 
get  to  the  helm  of  this  conglomerate. 
Few  top  executives  lasted  the  course 
under  Bluhdorn.  Davis,  who  joined 
Paramount  Pictures  in  1958,  did. 
How?  He  made  his  mark  with  Bluh- 
dorn by  urging  him  to  buy  Paramount 
in  1966,  one  of  the  smartest  moves 
G&W  ever  made.  Paramount  turned 
in  operating  income  of  $111  million 
to  G&W  last  fiscal  year,  24%  of  the 
corporate  total.  Davis  became  Bluh- 
dorn's right-hand  man,  trusted  and 
faithful;  inside,  though,  he  remained 
very  much  his  own  man.  Davis  spent 
those  years  learning  G&W  inside  out. 

Marty  Davis  started  out  as  a  public 
relations  man,  a  flack.  He  has  no  de- 
grees from  Harvard  or  Stanford.  But  so 
what?  Ronald  Reagan  was  an  actor, 
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Gulf  &  Western's  Martin  Davis 

Bluhdorn's  bargains  don't  fit  the  vision. 


Andrew  Poppef 


Harry  Truman  sold  neckties.  Marty 
Davis  is  on  his  own  now  and  ought  to 
be  judged  by  the  results,  not  by  where 
he  started. 

The  past  will  not  be  the  future  at 
G&W.  Bluhdorn,  an  inveterate  bar- 
gain-hunter, bought  businesses  be- 
cause they  were  cheap  or  because  for 
one  reason  or  another  they  appealed 
to  him.  It  was  hardly  a  tidy  company. 
Nor  was  it  very  successful.  For  all  the 
wheeling  and  dealing,  G&W  stock  av- 
eraged less  than  6  times  earnings  dur- 
ing Charlie's  last  decade.  Among  the 
bad  deals:  New  Jersey  Zinc,  Consoli- 
dated Cigar  and  Marquette,  a  cement- 
maker.  All  were  bought  cheap.  De- 
servedly cheap,  it  turned  out. 

Some  of  Bluhdorn's  bargains  were 
bargains  indeed,  but  they  don't  fit  Da- 
vis' vision.  There  are  the  racetracks 
G&W  owned;  although  they  were 
profitable,  Davis  sold  them.  "I  could 
sit  here  and  b.s.  you,  and  tell  you  they 
fit  into  our  entertainment  division. 
But  I  couldn't  psych  myself  into  be- 
lieving that,  so  we  sold  them."  There 
was  the  great  sugar  empire  in  the 
Dominican  Republic  and  Florida. 
"We  aren't  in  the  sugar  business  be- 
cause nobody  here  has  a  commodity 
mentality.  Bluhdorn  did,  so  he  ran  it," 
says  Davis.  He  sells  the  empire. 

There's  no  mystery  about  where 
Davis  is  taking  G&W.  He  wants  to 
turn  a  rich  but  confusing  conglomer- 
ate into  a  business  with  stakes  in 
some  of  the  trendier  spots  in  U.S. 
business:  communications,  financial 
services  and  designer-label  clothing. 


New  to  the  fold  are  such  tiny  com- 
panies as  NierBanc  Corp.  of  Denver,  a 
check-cashing  and  money  order  oper- 
ation; credit  card  assets  of  Shoppers 
Charge  Card  Services  in  Indianapolis; 
Kayser  Leasing  (cars,  trucks,  trailers) 
of  Madison,  Wis.;  Calvin  Klein  under- 
wear and  Pandora  Industries  (sweat- 
ers, sportswear);  and  Cebco,  a  school 
science  book  publisher.  G&W's  Si- 
mon &  Schuster  unit  paid  $180  mil- 
lion to  buy  the  remaining  73%  of  Es- 
quire, Inc.,  which  produces  school 
books  and  films  but  owns  no  part  of 
the  magazine  that  spawned  it. 

Where  Bluhdorn  was  a  bargain- 
hunter — fit  didn't  matter  much  to 
him — Davis  likes  to  talk  about  corpo- 
rate strategy.  "We're  working  from 
the  base  we've  established,"  says  Da- 
vis, "and  we're  filling  in  the  niches. 
Look  at  the  NierBanc  deal.  In  its  crud- 
est form,  it's  just  a  check-cashing  op- 
eration. Everybody  says  we're  a  cash- 
less society  today,  that  everything  is 
done  with  plastic.  But  people  still 
need  currency.  We  can  build  off  that." 

He  explains  why  G&W  bought  the 
land  under  Madison  Square  Garden  in 
New  York  City  in  September,  though 
the  Garden  is  losing  $3  million  a  year: 
"Now  we  can  change  [build  a  bigger 
complex]  or  sell  the  Garden  and  come 
out  well  either  way.  The  Garden 
didn't  have  value  in  itself." 

Davis  is  careful  not  to  say  that  his 
old  mentor,  Bluhdorn,  was  wrong.  He 
just  says  that  times  have  changed. 
Bluhdorn  was  an  asset  player.  "An 
asset  player  buys  undervalued  assets 


for  inflated  dollars,  namely  paper.  As 
inflation  catches  up,  those  values  in- 
crease, and  the  assets  improve  in 
worth.  But  that  era  is  over.  Bluhdorn 
was  right  for  his  time,  but  you  can't 
do  business  that  way  today.  Whatever 
we  buy  has  to  fit." 

Marty  Davis  is  paying  top  dollar  for 
his  acquisitions.  "The  multiples 
G&W  is  paying  today  are  much  higher 
than  Bluhdorn  ever  did,"  says  Richard 
Haydon,  president  of  a  brokerage 
firm,  Gabelli  &  Co.,  that  has  long 
followed  G&W.  "Charlie  primarily 
bought  below  book  value.  When  you 
are  talking  about  paying  3  times  book 
on  Prentice-Hall,  you're  betting  the 
future  growth  will  justify  the  cost." 

However  all  this  turns  out,  Marty 
Davis  has  already  proved  he  is  no 
pushover.  Take  the  explosion  at  Para- 
mount Pictures  when  the  winning 
team  at  the  key  subsidiary  walked  out 
this  fall,  led  by  Barry  Diller,  the  Para- 
mount chairman.  The  newspaper  sto- 
ries carried  Diller's  side,  how  Davis 
lost  the  team  because  of  his  lack  of 
sensitivity  to  their  artistic  egos.  Davis 
didn't  say  much  at  first,  but  he  lets  a 
little  steam  off  with  Forbes.  Artistic 
egos?  The  departed  team,  he  says,  was 
responsible  for  a  whole  kennel  of  cats 
and  dogs,  which  will  hurt  this  fiscal 
year's  profits.  Ever  hear  ot  Joy  of  Sex, 
Top  Secret  or  The  River  Rat7.  You  prob- 
ably won't.  Part  of  the  last  batch  of 
pictures  the  old  team  produced  at 
Paramount,  they  were  released  but 
didn't  stay  around  long.  They  can  still 
be  heard  howling  inside  the  film  cans. 

"It  would  have  been  smarter  politi- 
cally to  have  had  a  shakeup  a  year 
from  now,  because  Paramount's  per- 
formance won't  be  as  good,"  says  Da- 
vis. "It  didn't  work  out  that  way.  The 
team  is  replaced." 

Davis'  tougher  side  has  also 
emerged  in  the  Prentice-Hall  affair. 
When  Prentice-Hall  executives  re- 
fused to  meet  him  for  four  months,  he 
went  over  their  heads  with  an  offer  to 
shareholders.  The  Kabuki  drama  that 
ensues  will  prove  a  good  test  of  Davis' 
shrewdness  and  persistence. 

Investors  seem  to  be  at  least  mildly 
impressed  with  what  Davis  is  doing. 
The  stock,  which  sold  well  below 
book  value  in  most  of  Bluhdorn's  later 
years,  now  sells  slightly  above  book 
value.  G&W's  net  income  in  the  year 
ended  July  31  was  $260  million,  or 
$3.57  a  share;  at  about  8  times  earn- 
ings, it  now  sells  at  an  average  multi- 
ple rather  than  a  below-average  multi- 
ple as  before.  But  Davis  wants  more 
than  that.  He  hopes  to  make  a  name 
as  the  man  who  took  a  ramshackle 
conglomerate  and  turned  it  into  a 
growth  company.  ■ 
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By  marrying  American  technology^  and 
marketing  to  Korean  manufacturing,  De- 
troit may  yet  turn  the  tide  against  Japan's 
small  cars.  GM  has  made  its  move.  Ford 
and  Chrysler  are  right  behind. 

Detroit's 
Korean  card 


By  Lawrence  Minard 


If  it's  any  comfort  to  hard- 
pressed  U.S.  businessmen,  Japa- 
nese businessmen  have  their  own 
worry.  Spell  it  Korea.  Japan's  auto- 
makers are  especially  nervous.  "I 
don't  know  how  many  years  it  will 
take,  but  I'm  afraid  the  Koreans  will 
account  for  a  very  large  share  of  the 
low-priced  U.S.  car  market,"  frets 
Shinji  Seki,  executive  vice  president 
of  Mitsubishi  Motors  Corp.  "It  is  very 
difficult  to  compete  with  the  Kore- 
ans," agrees  Nissan  Motor  Co.  Direc- 
tor Shiro  Ozawa. 

GM  Chairman  Roger  Smith  is  part 
of  the  cause  of  the  Japanese  discom- 
fort. In  June  GM  and  its  longtime  Ko- 
rean partner,  Daewoo  Corp.,  signed  a 
$427  million  agreement  to  coproduce 
a  minimum  of  167,000  "T"  cars. 
Forbes  caught  up  with  Smith  last 
month  in  Seoul.  Explained  he:  "Korea 
is  a  source  of  well- trained  labor,  an 
infrastructure  that  supports  them, 
management  that  can  manage — and 
it's  all  located  in  a  part  of  the  world 
where  we  want  to  do  more  business." 

This  is  a  true  international  venture: 
The  state-of-the-art  front-wheel-drive 
compact  was  designed  by  GM's  Ger- 
man affiliate,  Adam  Opel  AG,  which 
will  introduce  a  German-made  ver- 
sion to  the  German  market  before 
Christmas.  Base  price:  DM  13,995, 
less  than  $4,800. 

Starting  in  February  1987  the  Kore- 
an-made version  will  appear  in  some 
General  Motors  dealers'  showrooms. 
But  GM  is  going  slow,  and  for  good 
reason.  Making  cars — as  opposed 
merely  to  assembling  them — involves 
technology  of  considerable  complex- 
ity. To  maximize  their  advantage  of 
low-cost  labor,  the  Koreans  want  to 
build  as  much  of  their  output  as  they 


can  on  their  own.  No  sense  importing 
expensive  components. 

Unfortunately,  Korean  automotive 
components  often  leave  much  to  be 
desired  and  have  hurt  the  image  of 
Korean-made  cars.  "World-class  com- 
ponents are  a  problem  in  Korea,"  con- 
cedes Albert  Bachand,  GM's  joint  rep- 
resentative director  at  Daewoo  Motor 
Co.  "This  is  always  the  area  that 
takes  the  most  work  and  investment. 


Korean  parts  often  leave 
much  to  be  desired.  To  help 
improve  them,  GM  and 
Daewoo  announced  the 
formation  of  a  $60  million 
joint  venture. 


We've  got  to  bring  in  a  lot  of  invest- 
ment and  technical  assistance,  and 
we  are  doing  that." 

To  help  improve  Korean  parts,  last 
month  GM  and  Daewoo  announced  a 
$60  million  joint  venture  between 
GM's  Delco  Remy  division  and 
Daewoo  Precision  Industries  Ltd.  The 
venture  will  produce  alternators,  igni- 
tion distributors  and  other  complex 
parts  that  are  hard  to  obtain  in  Korea. 

Will  Ford  and  Chrysler  let  GM 
walk  away  with  the  Korea  strategy? 
Not  likely.  Ford  has  been  involved  in 
Korea  by  supplying  Cortina  spare 
parts  and  Grenada  knockdown  kits 
to  Hyundai,  and  through  its  stake  in 
Mazda,  which  has  ties  to  Korea's  Kia 
Industrial  Co.  Kia  produces  small 
trucks,  buses  and  vans,  and  would 
like  to  be  allowed  by  the  Korean 
government  to  reenter  passenger  car 
production. 

Chrysler?  Chrysler  has  been  talking 
with  Samsung,  another  of  Korea's  top 
chaebol,  or  conglomerates,  to  produce  a 


compact  car  for  export  by  the  late 
1980s.  The  deal  would,  however,  re- 
quire the  Korean  government's  bless- 
ing— far  from  a  certain  shot.  The  gov- 
ernment, figuring  economies  of  scale 
are  vital,  has  since  1980  permitted  only 
two  companies  to  produce  cars  locally, 
Daewoo  and  Hyundai.  Meanwhile,  the 
government  uses  high  taxation  to  keep 
the  local  car  market  small. 

"We  want  to  see  if  Daewoo  and 
Hyundai  can  compete  international- 
ly," says  Dr.  Kim  Kihwan,  vice  minis- 
ter of  Korea's  powerful  Economic 
Planning  Board.  "To  be  international- 
ly competitive,  each  producer  should 
produce  300,000  cars  a  year.  But  we 
don't  expect  that  level  until  1986." 

With  Daewoo  teamed  with  GM, 
why  doesn't  a  U.S.  major  link  up  to 
Hyundai?  Call  it  Hyundai  pride.  The 
Hyundai  empire's  founder  and  chair- 
man, Chung  Ju-Yung,  has  preferred  to 
develop  his  own  car  (with  some  assis- 
tance from  Mitsubishi  Motors)  and 
his  own  distribution  system.  Hyundai 
plans  to  produce  300,000  new  front- 
wheel-drive  "X"  cars,  starting  next 
March.  This  capacity  will  be  added  to 
Hyundai's  140,000  Pony  and  Stellar 
production.  But  Hyundai  needs  for- 
eign technology  to  get  where  it  wants 
to  go,  and  pride  may  be  sacrificed  to 
practicality.  Hyundai's  Chung  recent- 
ly told  Forbes:  "We  are  now  consider- 
ing relations  with  U.S.  companies. 
This  is  under  consideration  now,  but 
not  serious  consideration  yet.  There 
are  no  concrete  discussions."  Trans- 
lated into  blunter  English,  this  means 
that  Hyundai  won't  be  stubborn  about 
asking  for  foreign  help  if  Daewoo 
starts  getting  too  far  ahead  of  it. 

In  any  case,  expect  a  steady  stream 
of  U.S.  automen  to  Korea  in  the 
months  ahead.  Korea's  Finance  Minis- 
ter Kim  Mahn-Je  says  a  team  of 
Chrysler  technicians  visited  Seoul 
during  early  November.  Lee  Iacocca 
has  said  he  intends  to  visit  Korea;  local 
sources  say  he  has  applied  for  his  visa 
and  will  be  in  Seoul  before  year-end. 

If  the  Koreans  stick  to  their  two- 
manufacturers-only  policy,  at  least 
one  of  the  U.S.'  Big  Three  will  get 
squeezed  out  of  Korean  car  produc- 
tion. Squeezed  out  of  Korea  but  not  out 
of  the  Pacific  Basin.  Both  Ford  and 
Chrysler  have  studied  Taiwan,  where 
an  infant  auto  industry  already  exists. 
Taiwan  has  a  skilled,  low-cost  labor 
force  and  is  most  eager  for  foreign 
collaboration  in  developing  a  large 
auto  industry.  The  government  there 
recently  ended  talks  for  a  joint  deal 
with  Toyota  and  reportedly  has  the 
welcome  mat  out  for  the  Americans. 
No  wonder  the  Japanese  are  fretting.  ■ 
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Is  Germany  an  economic  has-been?  Are  the  Greens 
and  the  neutralists  luring  this  powerful  nation  away 
from  the  West?  In  this  interview,  Chancellor  Helmut 
Kohl  confronts  these  and  other  stirring  questions. 


Better  sneakers 
than  jackboots 


i 
i 


'! 


German  Chancellor  Helmut  Kohl 

The  shield  against  head-in-the-sand  neutralism. 
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By  Marcia  Berss 


W'  est  Germany's  right-of-the- 
road  Chancellor  Helmut 
Kohl,  54,  is  a  cross  between 
[arry  Truman  and  Ronald  Reagan, 
bu  can't  miss  the  Harry  Truman  in 
im.  Like  Truman,  Kohl  is  bespecta- 
led  and  mild-looking,  scarcely  char- 
;matic.  Like  Truman,  Kohl  came  to 
ower  by  a  political  accident  and  was 
reeted  with  ridicule  by  his  nation's 
itellectual  elite.  They  called  Harry 
ruman  a  clown  when  he  first  came 
3  power,-  they  called  Kohl  a  clown, 
do.  In  both  cases,  the  sneering 
hanged  to  grudging  respect.  History 
peaks  well  of  Truman;  it  may  well  be 
qually  kind  to  Kohl. 

In  his  political  and  economic  views, 
owever,  Kohl  is  closer  to  Ronald 
.eagan  than  to  Harry  Truman.  He 
Itands  firmly  by  the  U.S.,  believes  in 
ihe  creative  powers  of  a  free  economy 
|nd  is  profoundly  rooted  in  his  na- 
lion's  middle-class  values. 
!  Like  both  these  U.S.  presidents, 
lohl  stands  bravely  by  his  principles, 
le  stood  up  to  massive  protests,  al- 
aost  Nazi-like  in  their  violence,  over 
he  deployment  of  Pershing  and 
ruise  missiles  on  German  soil,  when 
ie  could  have  temporized  as  Hol- 
and's  vacuous  politicians  did.  Kohl 
las  refused  to  pump  up  the  national 
conomy  through  interventionist  and 
nflationary  means,  even  though  Ger- 
nany  currently  has  an  unemploy- 
nent  rate — 8.8% — that  was  once 
hought  politically  unacceptable; 
Vest  Germans,  like  Americans,  have 
pparently  decided  that  a  little 
inernployment  is  preferable  to  a  lot  of 
nflation. 

Kohl  supporters  and  opponents 
like  think  he  will  surmount  today's 
leadline-grabbing  "ethical  crisis,"  the 
lick  Affair,  in  which  politicians  from 
he  left  and  right  allegedly  accepted 
llegal  contributions  from  Germany's 
;iant  Flick  group. 

Kohl  holds  power  at  a  critical  time. 
\.  kind  of  head-in-the-sand  neutral- 
ism is  running  strong  in  this  nation  of 
))1  million  people.  Japan  has  long 
since  supplanted  Germany  as  the 
ivorld's  most  admired  economy.  Ger- 
many's economic  growth  this  year 
^vill  be  half  that  of  the  U.S.  and  Japan. 
put  Kohl  has  strengths  to  build  upon, 
permany's  current  inflation  rate  is  an 
dmost  invisible  1.7%,  and  it  remains 
|he  fastest-growing  economy  in  West- 
m  Europe. 

Under  Kohl,  Germany,  more  than 
)ther  European  countries,  is  striving 
o  lift  the  crushing  burden  of  the  wel- 

F  state  from  its  economy — like  the 
ericans  who  returned  Reagan  to 
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office  with  a  big  majority,  most  Ger- 
mans seem  to  recognize  that  free 
lunches  cause  inflation  and  lack  of 
competitiveness.  Social  spending  is 
nothing  new  in  Germany;  it  traces 
back  to  Otto  von  Bismarck,  but  in 
modern  Germany  it  has  reached  al- 
most ridiculous  dimensions.  The  bur- 
den, of  course,  falls  on  German  indus- 
try and  German  entrepreneurs.  This 
is  particularly  dangerous  for  Ger- 
many, because  33%  of  its  production 
is  exported  and  the  goal  is  40%  by 
1990.  While  Germany  is  still  a  leader 
in  the  old  products  (cars,  steel, 
chemicals),  in  the  high  technologies 
its  share  of  the  world  market  has 
fallen  from  over  12%  to  7%  in  a 
decade.  Venture  capital  is  virtually 
nonexistent  in  Germany. 

In  short,  a  dangerous  rigidity  has 
crept  into  the  German  economy.  You 
see  the  frustration  at  the  personal  lev- 
el. A  saleswoman  for  the  German  dis- 
tributor of  Sony  video  equipment 
wanted  to  forego  her  flat  wage  and 
work  on  commission  only,  convinced 
she  would  sell,  and  earn,  more  that 
way.  Her  employer  refuses  and  tells 
her,  "It's  just  not  done." 

But  you  cannot  prosper  in  the  mod- 
ern world  with  an  "it's  just  not  done" 
attitude.  Meet  Chancellor  Helmut 
Kohl,  whose  political  destiny  it  is  to 
seek  to  reverse  these  dangerous 
trends.  Kohl  was  interviewed  in  Bonn 
last  month  by  Malcolm  S.  Forbes  Jr. 
and  Marcia  Berss. 

Why  is  Germany  lagging  behind  the 
U.S.  and  Japan  economically?  It  is  still  an 
economic  and  technological  world  lead- 
er, hut  it  is  no  longer  the  economic  mir- 
acle it  once  was. 

Kohl:  The  biggest  evil  in  the  Federal 
Republic — but  not  only  here — is  that 
during  the  1970s  we  lived  beyond  our 
means.  We  spent  more  than  we 
earned.  In  social  security  we've  done 
some  things  that  cannot  be  financed. 
Now  we're  gradually  getting  out  of 
the  valley.  We've  started  to  reduce  the 
level  of  debt,  cut  public  expenditures 
and  open  up  a  wider  area  for  decisions 
by  industry  to  create  incentives  for 
additional  investment. 

For  inflation,  we've  reached  an  ab- 
solute record,  just  below  2%.  We  had 
an  average  wage  increase  this  year  of 
3%,  so  many  people  for  the  first  time 
have  a  real  increase  in  real  income. 
We  have  fewer  strikes  than  any  other 
free  country  in  Europe.  The  strike  this 
summer  was  a  complete  exception. 
Compare  your  strike  days  with  ours. 

And  we're  about  to  lower  the  tax 
levels. 

But  to  Americans,  your  problems  seem 


to  go  deeper  than  economic  policy.  They 
seem  rooted  in  a  kind  of  cultural  defeat- 
ism. Is  this  an  accurate  observation? 
Kohl:  In  the  1970s  a  kind  of  foolish 
pessimism  was  created  and  cultivated 
in  Europe.  A  rather  diffused  cultural 
pessimism,  a  kind  of  misread  Oswald 
Spengler,  The  Decline  of  the  West.  It  was 
just  in  to  be  gloomy.  People  came 
back  from  their  vacation  and  they 
started  planning  for  their  next  vaca- 
tion. When  someone  asked  you  how 
you  were,  it  was  almost  immoral  to 
say,  "I'm  fine."  Those  who  produced 
that  mood,  who  called  themselves  in- 
tellectuals, made  a  good  living  on  it.  I 
think  we  have  to  end  this  kind  of 
foolishness. 

Of  course  we  have  problems,  but 
they  are  not  insoluble.  For  example, 
the  Japanese  challenge.  The  Japanese 
aren't  any  better  than  we  are,   are 


"When  someone  asked 
you  how  you  were,  it 
was  almost  immoral  to 
say,  'I'm  fine.'  Those  who 
produced  that  mood,  who 
called  themselves  intel- 
lectuals, made  a  good 
living  on  it.  I  think  we 
have  to  end  this  kind  of 
foolishness." 


they?  They  have  no  more  gray  cells 
than  we  have.  Perhaps  we  have  to  get 
up  earlier  again.  We  spoke  too  much 
about  leisure,  but  we  didn't  speak 
enough  about  the  future. 

Versus  the  Japanese,  we  have  the 
great  advantage  of  having  a  very  dy- 
namic middle  class.  In  other  words,  a 
great  number  of  small-size  firms  that 
are  very  quick  in  detecting  and  filling 
the  gaps  in  the  market. 

But  I'm  fairly  optimistic  and  I'll  tell 
you  why.  A  good  many  of  your  readers 
were  here  back  in  1945,  1948.  This 
was  zero  hour  in  German  history.  No- 
body believed  we  would  make  it. 

There  were  two  main  factors  that 
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contributed  to  [the  German  economic 
miracle].  First,  it  was  the  will  of  our 
people  to  survive.  Think  of  the  de- 
stroyed cities  and  factories,  and  what 
was  left  was  dismantled  and  shipped 
to  other  countries.  Twelve  million 
refugees  [ethnic  Germans  driven  out 
of  Eastern  Europe  and  fleeing  the  So- 
viet juggernaut  in  East  Germany]. 
And  Stalin  at  that  time  believed  we 
would  turn  radical  and  form  the 
breeding  ground  for  the  world  revolu- 
tion and  Soviet  advances.  And  we  did 
not.  Second,  at  that  time,  only  one 
country  helped  us.  When  we  were 
starving,  the  Americans  came — Care 
packages,  Marshall  Plan. 

Now,  this  was  the  generation  of  our 
parents,  our  grandparents.  Are  we 
weaker  than  they  were? 

Americans  are  not  so  sure  that  modern 


cated.  This  turned  out  to  be  the  most 
evil,  most  brutal  century.  So  this  is 
why  I'm  waiting. 

But  let  me  answer  your  question.  I 
think  domestic  American  reasons  are 
instrumental  in  bringing  about  this 
shift  toward  the  Pacific  Basin — the 
migration  from  the  Atlantic  Coast  to 
the  Pacific  Coast.  Look  at  the  devel- 
opment of  American  universities  over 
the  last  30  years,  the  place  where  lead- 
ers of  tomorrow  are  trained;  Boston 
continues  to  be  important,  but  new 
universities  have  come  into  being. 
And  look  at  your  map,  look  at  where 
the  industries  of  the  future  have 
sprung  up.  The  people  who  live  along 
the  Pacific  Coast  look  toward  Asia, 
not  Europe. 

But  there  is  a  second  argument:  We 
are  reliable  partners.  Let's  take  the 
case   of   an   American   entrepreneur 


tending  the  term  of  military  service. 
May  I  ask  what  you  have  done? 
What  happened  to  the  draft  in  the 
U.S.?  I  don't  see  anything  of  it.  That's 
my  point  to  every  American  business- 
man: We  are  reliable  partners. 

On  the  draft,  ouch!  But  German  de- 
fense spending  as  a  percentage  ofGNP  is 
half  that  of  the  U.S.,  and  Senator  Sam 
Nunn  has  proposed  legislation  that 
would  cut  U.S.  forces  in  Europe  unless 
Europe  takes  on  a  fairer  share  of  its  oum 
defense. 

Kohl:  I'll  take  the  answer  from  history. 
Back  in  1917  the  Americans  came  to 
Europe  and  decided  the  outcome  of 
World  War  I.  Then  they  developed  a 
new  idea  of  the  world;  President  Wil- 
son, for  example,  was  an  idealist  with 
the  League  of  Nations.  Then  the 
Americans    withdrew    from    Europe 


"The  Japanese  aren't  any 
better  than  we  are,  are 
they?  They  have  no  more 
gray  cells  than  we  have. 
We  spoke  too  much 
about  leisure,  but  we 
didn't  speak  enough 
about  the  future." 


"Bonn  is  not  Weimar.  The 
Greens  (are)  not  going  to 

last Think  of  George 

McGovern  and  the  ideas 
he  pronounced  on  Ameri- 
can campuses." 


"One  should  not  object 
to  the  way  they  dress. 
Their  trousers  look 
rather  funny,  and  they 
wear  sneakers.  Why  not? 
In  former  times, 
Germans  used  to  wear 
jackboots;  now  they  are 
wearing  sneakers.  It's 
much  more  likable." 


Germans  are  as  resilient  as  their  parents 
and  grandparents.  They  see  more  oppor- 
tunityfor  economic  growth  in  the  Pacific 
Basin  than  in  Western  Europe.  Since 
1980,  U.S.  trade  with  the  Pacific  has  ex- 
ceeded transatlantic  trade.  They  see  more 
dynamism  there. 

Kohl:  Listening  to  you  one  gets  the 
impression  that  before  you  spoke 
with  me  you  spoke  with  lobbyists 
from  one  of  the  Asian  countries. 

Well,  there  is  the  famous  thesis  that 
the  21st  century  will  be  the  century  of 
the  Pacific.  But  in  the  opening  of  the 
20th  century,  people  said  this  was  to 
be  the  century  of  peace  because  man- 
kind had  become  so  rational,  so  edu- 
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who  invests  abroad.  He's  well-advised 
to  think  whether  the  country  he's  go- 
ing to  invest  in  is  a  politically  stable 
region.  Now  let's  look  at  the  last  two 
years.  We  have  deployed  the  missiles. 
We  didn't  do  it  just  for  our  own  sake; 
we  also  did  it  for  the  Americans'  sake 
and  for  the  whole  of  NATO.  We  had 
400,000  demonstrators  here  in  Bonn 
and  yet  I  stuck  to  that  commitment. 
We're  going  to  extend  the  term  of 
military  service  from  15  months  to  18 
months  in  1989.  Not  because  we're 
particularly  eager  to  do  so,  but  we 
have  a  low  birth  rate.  And  we  can't 
keep  our  commitment  to  the  Alli- 
ance— 490,000  soldiers — without  ex- 


and  they  concentrated  on  Prohibition. 
What  happened  in  Europe  then?  Well, 
I  can  only  express  a  warning;  history 
teaches  us  something.  We  need  thel* 
Americans,  but  the  Americans  need 
us  as  well.  I  consider  Senator  Nunn  to 
be  a  wise  enough  man  to  realize  that. 

But  doesn't  Germany — Europe — take 
too  narrow  a  view  of  NATO's  obligations, 
ignoring  the  Mideast  or  even  Central 
America  and  its  impact  on  overall  West- 
ern security? 

Kohl:  I'm  absolutely  and  strictly 
against  extending  the  area  of  responsi- 
bility for  NATO.  In  making  this  point 
I  have  to  add,  however,  that  once  you 
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Now  with  MicroStar  services  your  choices 
are  as  endless  as  your  potential. 


Choices.  They're  essential  because  every  business  faces  unique  treasury 
management  challenges.  Now  MicroStar  services  offer  the  solutions  that  can 
help  you  meet  those  challenges.  And  free  you  to  explore  the  opportunities 
that  can  help  your  business  prosper. 

With  more  than  ten  affordable  packages  to  choose  from,  MicroStar 
services  help  you  accumulate  and  organize  your  treasury  management  infor- 
mation— then  act  on  your  decisions  quickly,  efficiently,  and  electronically. 
You  can  choose  exactly  the  products  your  business  needs  today.  Then  add 
to  those  products  as  your  needs  grow.  And  we're  continuing  to  develop 
innovations  that  will  meet  your  future  needs. 

Bank  of  America,  the  leader  in  micro  treasury  services,  has  installed  and 
supported  more  micro  treasury  systems  in  more  industries  across  the 
country.  We've  gained  a  user-friendly  expertise  that  not  only  describes  our 
products,  but  our  consultants,  our  regional  training  teams  and  our  service 
staff,  as  well. 

For  more  information  on  the  wide  range  of  MicroStar  services,  call  your 
Bank  of  America  account  officer  or  the  Bank  of  America  office  nearest  you. 
And  get  one  step  closer  to  your  potential. 

Look  to  the  Leader. 


Bank  of  America 


What  makes  the  new  Je 
a  German  road  cocks- 

thing:  And  the  kind  of  handling  that  lets  you  master 
any  road.  Thanks  to  a  list  of  features,  engineered 
in  Germany  including  front-wheel  drive,  a 
5-speed  transmission,  power-assisted  brakes, 
rack-and-pinion  steering,  and  a  patented  rear- 
axle  design  that  controls  turning  forces  and  hugs 
the  road  on  curves.  Then,  there's  comfort:  More  pas- 
senger space  for  a  family  of  five  than  some  European 
sedans  costing  $20,000.  And  luggage  space  for  14 
pieces  of  a  standard  set. 

Idle  boasting?  Test-drive  a  Jetta  and  see. 


For  cWtoiti  call  1 -800-85- VOLKS.  -Protection  Plan  2-year 
See  U  S  dealer  (or  details   Seatbelts  save  lives 


uted-mileage,  limited  warranty  on  entire  cor,  except  tires,  3-ye 


ited  warranty  on  corrosion  perforation. 
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Vhat  makes  the  new  Jetta 
i  Volkswaqen.  gis*** 


lina:  Proved  on  overw3,750,000  miles  of  torturous 

ads.  Backed  by  a  new  warranty  as  simple 

nd  straightforward  as  a  VW  itself:  The  Volkswagen 


year  Unlimited-mileage  Protection  Plan/ 
And  its  value:  Prices  start  at  $7,775**  for  a  2-door 
tta  with  a  durable  VW  diesel  engine.  We  also  offer  a 
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gen  values.  That's  why 
5  the  first  affordable  German  road  car. 

®lt's  not  a  car. 
It's  a  Volkswagen. 

retail  pr  -ong,  excluding  tax,  title,  dealer  prep  and  transportation:  $7,775  for  2-door  model  $7,995  for  4-door  model  as  shown  (Metallic  paint,  alloy  wheels  are  extra  cost  options} 
availability  m  Jon 


take  such  a  decision  you  have  to  show 
understanding  for  the  position  of  the 
Americans.  For  example,  once  the 
Americans  take  over  responsibility  in 
the  Gulf  district  on  behalf  of  all  of  us, 
then,  of  course,  they  are  entitled  to 
ask  the  others,  'And  what  are  you 
doing  within  NATO?"  They  would  be 
justified  in  asking  to  lower  somewhat 
the  U.S.  burden  within  the  Alliance. 

The  political  stability  you  speak  about: 
Is  it  weakening?  Is  German  youth  becom- 
ing less  attached  to  Western  ideals  and 
more  susceptible  to  neutralism?  In  the 
Greens,  are  there  not  disturbing  parallels 
with  the  young  intellectuals  of  the  1920s 
and  the  Weimar  Republic? 
Kohl.  Bonn  is  not  Weimar.  German 
democracy  belongs  to  the  most  stable 
democracies  in  the  world.  Now,  the 
Greens  is  not  a  phenomenon  that  is 


"Mistakes  have  been 
made.  But  you  cannot 
bribe — not  Adenauer, 
Schmidt,  Kohl — they  can- 
not be  bought Of 

course,  the  target  they 
are  aiming  at  is  myself." 


going  to  last.  First,  it  is  wrong  to 
speak  of  "the  Greens";  this  is  the  sum 
of  many  groups  and  shades.  Think  of 
George  McGovern  and  the  ideas  he 
pronounced  on  American  campuses. 

Is  it  so  unusual  for  young  people  to 
be  fascinated  by  such  ideas?  Now, 
there  is  a  group  among  the  Greens, 
very  small  but  very  influential,  who 
are  the  Communist  Trojan  horses;  in 
addition,  in  1983  we  estimated  that 
more  than  DM80  million  [about  $32 
million]  was  pumped  into  the  Federal 
Republic  of  Germany  from  the  East, 
just  to  disorient  the  people  here. 

What  is  this  all  about?  How  many 
votes  did  they  [the  Greens]  poll  in  the 
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last  election?  6%.  So  what?  I  had 
48.8%.  When  some  American  colum- 
nists came  over  here,  the  first  people 
they  got  to  see  were  the  Greens. 

I  think  what  helped  the  Greens  get 
into  the  parliament  was  the  debate  on 
missile  deployment.  A  bargain  had 
been  made  with  fear.  And  everybody 
should  be  aware  that  geographically 
we  are  situated  along  the  dividing 
line.  We  are  not  living  in  Dallas.  We 
would  be  a  very  stupid  people  unless 
this  century  had  left  a  mark  on  us.  In 
both  wars  we  lost  millions  of  people. 
So  when  you  discuss  the  missiles  is- 
sue, this  is  not  a  hypothetical  ques- 
tion for  us.  This  is  not  theory. 

In  the  U.S.  today  the  young  people  of 
the  1960s  are  voting  for  Reagan.  Will  the 
same  thing  happen  to  the  Greens? 
Kohl:  Well,  moods  develop  and  moods 
fade  away,  but  I  take  the  Greens  very 
seriously.  I  spoke  of  fear,  apprehen- 
sion, and  this  touches  a  deeper  layer 
in  Germany,  with  its  experience  of 
the  Nazi  period.  This  experience  has 
intensified  the  process  of  seculariza- 
tion. Let  me  put  it  in  very  simple 
terms:  A  loss  of  faith  in  God  is  bound 
to  increase  a  fear  of  life.  You  can  see 
this  very  clearly  today  in  Europe  and 
in  Germany. 

But  I  think  young  people  today  are 
much  more  similar  to  their  grandfa- 
thers. They  not  only  want  to  make 
money,  they  want  to  have  values  and 
criteria  on  which  to  live.  Of  course, 
they  have  a.  different  outlook  on  the 
world.  And  one  should  not  object  to 
the  way  they  dress.  Their  trousers 
look  rather  funny,  and  they  wear 
sneakers.  Why  not?  In  former  times, 
Germans  used  to  wear  jackboots;  now 
they  are  wearing  sneakers.  It's  much 
more  likable. 

What  do  you  hope  for  and  expect  from 
the  second  Reagan  Administration? 
Kohl:  In  the  past  four  years,  President 
Reagan  has  attained  two  very  signifi- 
cant goals.  The  American  economy 
has  recovered  and  made  great  strides 
forward.  But,  perhaps  what  is  even 
more  important  is  that  the  American 
nation  has  found  its  self-confidence 
again.  On  this  background  I  am  cer- 
tain that  the  President  will  have  an 
even  more  influential  position  in  in- 
ternational affairs.  This  will  be  very 
important  as  regards  the  negotiations, 
which  I  hope  will  soon  be  resumed 
between  the  Soviet  Union  and  the 
U.S.  on  disarmament  and  detente. 
This  is  going  to  have  a  very  vigorous 
impact  on  the  Alliance. 

The  Flick  Affair,  this  scandal  over  al- 
leged illegal  contributions  and  political 


favors,  will  it  weaken  German  democra 
ic  institutions? 

Kohl:  When  the  dust  of  the  battle  h;  i 
settled,  it  will  be  obvious  that  mi 
takes  have  been  made. 

But  you  cannot  bribe — not  Adenai ' 
er,  Schmidt,  Kohl — they  cannot  \ 
bought.  My  wife  got  a  gift  of  2i 
grams  of  caviar  from  the  wife  of 
Flick  manager.  Leonid  Brezhnev  sen 
every  Christmas,  a  little  box  of  cavi; 
to  his  friend  Willy  Brandt.  Has  Wili 
Brandt  been  bribed? 

The  mistakes  we  made  as  represei  I 
tatives  of  the  party  is  that  we  did  ni  ] 
enact  a  law  governing  this  whole  i  j 
sue  of  donations  to  political  partie 
Naturally,   there  are  problems,  ar 
I'm  all  in  favor  of  discussing  them  : 
public.  My  party  also  received  don  I 
tions  from  that  firm,  but  thousands  | 
firms     have     made     donations.    ( I 


"When  I  became  Chancel- 
lor, they  said,  "This  hap- 
pened by  accident.'  Then 
we  held  an  election  and 
they  said,  'He's  going  to 
lose  the  election.'  I  won 

the  election That's 

how  things  are  going." 


course,  the  target  they  are  aiming  at 
myself.  But  this  is  not  a  crisis  of  t) 
state,  a  crisis  of  the  government. 

When  I  became  Chancellor,  th 
said,  "This  happened  by  accideni 
Then  we  held  an  election  and  th 
said,  "He's  going  to  lose  the  electior 
I  won  the  election.  Then  they  sail 
will  not  survive  the  debate  on  deplc 
ment.  I  did  survive  the  debate.  Tha 
how  things  are  going. 

We  live  in  a  difficult  country,  a 
not  because  we  consider  ourselves 
be  so  important.  But  if  the  Fede: 
Republic  were  to  fall,  what  wot 
then  be  the  fate  of  Europe?  This  y 
should  never  forget.  ■ 
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'■■  Aerospace  Metals/  Packaging  and  Handling  Systems 
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Parity  products.  Commodity- 
type  products.  Fungibles.  You 
pick  the  term.  No  matter  what 
they're  called,  they're  bought  on 
price  alone.  Because  they're  all 
the  same. They're  "me-too" 
products  without  a  bit  of 
difference. 
Interlake  says,  WRONG. 

We're  technology  driven.  Always 
seeking  a  competitive  edge, 
that  tangible  difference  that  sets 
us  apart  from  the  competition. 
Whether  it's  cutting  edge 
technology  like  metal  powder 
forgings.  Or  SupraMet,  a  strong, 
economical  alternative  to  high- 
tensile  steel  strapping . . .  one  of 
the  most  important  industry 
developments  in  a  decade. 

At  Interlake,  we  believe  that  real 
product  differences  are  possible 
in  any  industry.  Because  the 
value  of  any  product  depends  on 
how  well  it  solves  a  customer's 
problem.  By  giving  customers  a 
better  combination  of  benefits 
—  the  benefits  of  Interlake 
technology— we  add  extra 
value  to  our  products.  And  in 
today's  marketplace,  that's  what 
separates  the  winners  from  the 
also-rans. 

A  long  time  ago,  people  decided 
that  steel  strapping  technology 
had  gone  as  far  as  it  could  go. 
That  it  was  a  parity  product,  a 
commodity,  a  fungible.  Interlake 
said  wrong.  And  proved  it  with 
SupraMet.  And  we'll  keep 
proving  it.  At  every  division. 
Every  day 

Interlake,  Inc.,  2015  Spring  Road, 
Oak  Brook,  Illinois  60521. 


Interlake 


Low-cost,  walk-in  medical  care  is  boom- 
ing. That's  good  news  for  consumers,  bad 
news  for  high-priced  doctors  and  hospital 
emergency  rooms. 


Doc  in  the  box 


By  Ellen  Paris 


It's  Saturday  afternoon.  You're 
enjoying  your  son's  Little  League 
baseball  game  until  .  .  .  Johnny 
stops  a  line  drive  with  his  face.  Looks 
like  a  broken  nose.  Do  you  rush  him 
to  the  local  hospital  emergency  room 


and  spend  four  hours  and  $200?  Or  try 
to  reach  your  family  doctor,  who  may 
be  off  somewhere  with  his  own  son? 
If  you  live  in  Brookline,  Mass.,  say, 
there  is  an  alternative — a  freestanding 
emergency  center  (FEC)  on  Harvard 
Street.  It  might  also  be  known  as  an 
immediate  care,  ambulatory  care  or 


Dr.  Mitchell  Koch  of  Sutter  Medical 

More  medical  McDonald's  on  the  way. 
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primary  care  center.  But  whatever  th 
name,  for  almost  half  the  emergenc 
room  charge  at  a  conventional  hospi 
tal,  Johnny  can  have  his  nose  X-raye 
and  set  there  and  be  on  his  way  in  les 
than  an  hour. 

From  small  beginnings  a  few  year 
ago,  FECs  now  constitute  a  busines 
that  is  growing  faster  than  the  risin 
medical  costs  that  gave  birth  to  then 
They  even  have  their  own  trade  assc 
ciation,  the  National  Association  fc 
Ambulatory  Care,  which  estimate 
that  by  the  end  of  1984  there  will  b 
over  2,500  FECs  in  the  U.S.  (vs.  260  i: 
1981)  grossing  fees  of  $838  millio; 
(vs.  $485  million  last  year). 

Most  of  these  medical  McDonald' 
are  owned  by  individual  physicians 
physician  partnerships  (some  witi 
outside  investors),  individual  hospi 
tals  and  nonmedical  entrepreneur; 
New  as  it  is,  the  industry  is  ahead  j 
consolidating.  In  the  last  year  bot 
$1.8  billion  (revenues)  Humana  an 
$2.5  billion  National  Medical  Entei 
prises  have  entered  the  market.  Toda 
NME  has  18  FECs,  Humana  82— mos 
of  which  it  acquired  by  gobbling  u 
lots  of  individually  owned  operation; 
"Larger  chains  and  multiple-uni 
owners  are  buying  up  the  neighbor 
hood- type  operations,"  says  Merril 
Lynch  health  care  analyst  Deepai 
Raj.  "It's  rough  out  there.  You  need 
large  network  to  make  it." 

Why  are  big  investor-owned  hospi- 
tal chains  interested?  Like  emergenc 
rooms,  FECs  feed  patients  into  hospj 
tal  beds.  But  FECs  are  clearly  a  prom 
ising  business  in  their  own  righi 
Most  patients  show  up  with  nothin 
worse  than  a  twisted  ankle  or  a  storr 
achache.  With  health  insurance  plan 
picking  up  most  of  the  bills,  hospital 
found  it  all  too  easy  in  recent  years  t 
raise  prices  on  emergency  room  visit! 
often  charging  a  high  fee  for  walkin 
in  the  door.  Trained  emergency  roor 
doctors  saw  an  entrepreneurial  oppoi 
tunity:  Take  the  emergency  room  oi 
to  street  corners  and  undercut  thei 
former  employers.  No  wonder  "cor 
sumer  medicine,"  as  their  devotee 
call  FECs,  began  to  boom. 

Most  EECs  are  open  12  to  16  hours 
day,  seven  days  a  week.  FEC  fees  tc 
day  generally  run  around  50%  les 
than  hospital  emergency  roor 
charges.  The  average  cost  for  treatin 
an  arm  fracture  in  a  hospital  emerger 
cy  room  runs  around  $157,  vs.  abou 
$71  at  an  FEC.  A  private  doctor  ma 
charge  the  same  as  an  FEC,  but  th 
doctor  may  also  send  you  to  anothe 
office  for  any  lab  and  X-ray  worl 
That  office  would  charge  at  least  25°/ 
more  than  an  FEC  does  to  perforr 
these  ancillary  services. 
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Like  fast-food  joints  (even  to  make 
the  comparison  is  to  offend  many  in 
the  medical  establishment),  FECs 
spread  their  overhead  over  long  hours 
and  bank  on  volume  to  keep  prices 
down  and  margins  up.  Most  of  the 
doctors  who  work  there  are  young, 
lowering  labor  costs. 

New  as  the  business  is,  certain 
rules  of  thumb  are  emerging.  To  break 
even,  a  typical  FEC  might  see  30  to  40 
patients  daily.  Startup  costs  run  any- 
where from  $250,000  to  $500,000,  de- 
pending on  whether  you  own  the  real 
estate.  That  includes  some  $100,000 
to  $200,000  of  working  capital.  It  may 
take  7  to  18  months  to  reach  break- 
even. A  mature  FEC,  say  three  years 
old,  seeing  60  patients  a  day  could 
gross  about  $800,000  to  $900,000  a 
year  and  net  15%  after  taxes. 

How  do  you  bring  the  patients  in? 
Advertising  spread  over  a  number  of 
outlets  in  a  defined  market  area,  says 
Dr.  Joseph  Maloney,  chief  medical  di- 
rector of  Health  Stop,  which  has 
opened  19  FECs  in  the  greater  Boston 
area  in  the  past  year.  Says  Maloney: 
"You  have  to  penetrate  a  market 
quickly  to  gain  visibility  and  familiar- 
ity to  attract  consumers." 

Once  established,  many  FECs  are 
going  after  a  lucrative  source  of  pa- 
tients traditionally  handled  by  private 
doctors  and  hospital  emergency 
rooms — "industrial  medicine,"  or 
workers'  compensation  contracts.  San 
Francisco's  posh  Fairmont  Hotel,  for 
example,  has  an  agreement  with  a  lo- 
cal FEC.  Industrial  injuries  often  re- 
quire second  visits,  as  well  as  higher- 
margined  services  such  as  X  rays  and 
therapy.  "We're  establishing  prepaid 
contracts  with  employers  that  should 
cover  our  fixed  overhead  for  the  first 
year,"  crows  Dr.  Stephen  Miley,  presi- 
dent of  four  Family  Medical  Treat- 
ment Centers  in  Florida. 

Through  contractual  arrangements 
FECs  in  themselves  could  become 
preferred  provider  organizations 
(PPOs),  since  insurance  companies 
would  love  to  have  a  network  of  pro- 
viders to  deal  with.  "We're  sort  of 
becoming  like  a  PPO,"  says  Dr.  Allen 
Schaffer,  founder  of  Med-Help  with 
four  FECs  in  Memphis,  four  in  New 
Orleans.  Health  maintenance  organi- 
zations (HMOs),  such  as  Group 
Health  Association  in  Washington, 
are  starting  to  use  FECs  to  give  mem- 
bers weekend  and  evening  care. 

The  first  FEC  to  go  public,  Urgent- 
Care  Centers  of  America,  has  28  clin- 
ics in  California  and  Nevada  special- 
izing in  industrial  and  corporate  med- 
icine. But  other  FECs  that  rushed  into 
the  public  market  last  year  did  so 
with  too  few  outlets.   Earnings  are 


54 


down  and  so  are  the  stocks.  In  total, 
nine  companies  have  gone  public 
since  June  1983. 

What  next?  Franchising,  of  course. 
Dr.  Mitchell  Koch,  founder  of  San 
Francisco-based  Sutter  Medical  Man- 
agement Co.,  has  just  begun  to  break 
ground  in  that  area.  Koch's  father  pio- 
neered one  of  the  first  HMOs  back  in 
1947.  Dr.  Koch  is  franchising  three 
Bay  Area  clinics.  St.  Mary's  Hospital 
of  San  Francisco  has  agreed  to  buy  a 
50%  interest  in  two  FECs,  with  a 
group  of  doctors  owning  the  rest. 

Koch  is  currently  negotiating  with 
three  doctors  to  buy  a  third  clinic  in 
Fairfield,  an  hour  north  of  San  Fran- 
cisco. For  a  franchise  fee  of  $65,000 
and  a  monthly  fee  of  6%  of  patient 
billings,  Koch  will  find  a  site,  make 


leasehold  improvements,  design  the 
facility,  buy  equipment  and  supplies! 
and  set  up  the  office.  For  $5,000  he  is] 
offering  existing  clinics  the  chance  to] 
become  an  affiliated  Sutter  FEC.  Such 
brand-name  identity  gives  small  clin-  j 
ics  muscle  when  it  comes  to  advertis- 
ing  as   well   as   volume   purchasing 
power  for  drugs  or  bandages. 

Doctors  in  private  practice  sniff  at  ] 
the  very  idea  of  FECs.  "It's  demeaning 
the  doctor's  role  and  not  providing] 
any  real  value  in  medical  care,"  says] 
Dr.  Arnold  Seid,  who  practices  gener- 
al surgery  in  Santa  Monica,    Calif. 
Snaps  Dr.  Stanley  Gold,  founder  of] 
four  AmeriCARE  1  FECs  in  Orange 
County:  "It's  not  filet  mignon,  but  it's 
satisfying."  Ray  Kroc  would  have  said 
the  same  about  a  Big  Mac.  ■ 


Cutting  the  deficit  is  a  tricky  business,  as 
HUD  and  the  IRS  have  learned.  The  more 
you  cut  it,  the  more  it  grows. 


This  is  progress? 


By  John  Heins 


Even  if  everyone  were  agreed 
on  what  the  federal  deficit  is 
(Forbes,  Nov.  19),  cutting  it 
would  be  a  tricky  business — especial- 
ly for  bureaucrats. 

Consider  the  case  of  Department  of 
Housing  &  Urban  Development  proj- 
ect notes.  To  finance  public  housing 
construction,  local  housing  authori- 
ties sold  $18.4  billion  of  these  notes  in 
1983  and  another  $14.7  billion 
through  August  of  this  year.  HUD 
guarantees  the  interest,  which  at  the 
latest  auction  ranged  from  5.3%  to 
6.9%. 

Sales  of  the  notes  have  been  sus- 
pended by  HUD  since  August,  await- 
ing an  IRS  ruling  on  their  tax-exempt 
status.  What  happened?  The  Deficit 
Reduction  Act  of  1984,  passed  in  July, 
appears  to  have  inadvertently  made 
these  notes  subject  to  the  reforms 
aimed  at  industrial  development 
bonds.  The  tax  exemption,  allowed 
since  1937  by  public  housing  statutes, 


is  now  in  violation  of  arbitrage  provi- 
sions of  the  Internal  Revenue  Code 
covering  tax-exempt  interest. 

All  well  and  good.  But  older  debt  is 
maturing,  and  new  projects  need  to  be 
funded.    The    source?    Direct    loans  i 
from  the  U.S.  Treasury.  HUD  had  pre- 
viously borrowed  no  more  than  $500  > 
million  in  an  entire  year.  But  since 
August  alone,  loans  totaled  roughly 
$4  billion.  President  Reagan  recently 
allowed  up  to  $8  billion  more  to  bei 
borrowed  as  a  cushion  until  April. 

The  result?  "From  an  accounting 
point  of  view,  the  loans  are  now  direct 
outlays  of  the  Treasury,  which  add  to 
the  deficit,"  says  John  Knapp,  general 
counsel  for  HUD.  "That  clearly  is  the 
worst  of  all  possible  worlds." 

Knapp  expects  the  IRS  to  reinstate 
the  tax  exemption  soon.  In  the  mean- 
time, roughly  $1.5  billion  a  month  is 
being  added  to  the  federal  deficit  un- 
der the  aegis  of  the  Deficit  Reduction 
Act  of  1984. 

With  deficit  cutters  like  this,  who 
needs  big  spenders?  ■ 
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Avis  Knows 

Even  TheNicest  Guys  Can  Get  Ugly 

Siting  For  A  Rent  A  Car. 


1  hat's  why  we  invented  the 
Avis  Wizard  Number.  It  puts 
all  your  renting  information 
right  at  our  fingertips  so  we  can  reserve 
a  car  for  you  in  just  over  a  minute. 

The  Avis  Wizard  System. 
A  faster  way  to  rent  a  car. 


When  you  make  a 
reservation  with  a  Wizard 
Number,  you  can  bypass 
car  rental  counters  at 
major  U.S.  airports. 
Just  go  straight 


from  your  plane  to  an  Avis  Express  bus 
that  delivers  you  directly  to  our  lot, 
where  your  car  and  contract  are  waiting. 
We're  trying  harder  than  ever  to  save 
you  time,  from  reservation  to  return.  So 
call  Avis  at  1-800-331-1212  to  apply  for 
an  Avis  Wizard  Number.  And 
see  how  much  faster  it  makes 
renting  a  car. 

We  try  harder.  Faster. 


AVIS 


Avis  features  (jflJ  cars. 
Oldsmobile  Cutlass  Supreme. 

>  1984  Avis  Rem  A  Car  System.  Inc.  Avis* 


ALL  OVER  AMERICA, 


WITH  ONE  VOICE. 


Our  customers  enjoy  a  great  advan- 
tage over  customers  using  some  other 
railroads.  Norfolk  Southern  customers 
deal  with  one  representative  all  along 
the  line. 

The  same  representative  tells  you, 
the  customer,  how  your  goods  will  be 
shipped,  how  much  it  will  cost,  when 
you  can  expect  delivery,  and  answers 


any  question  clearly  and  fully.  All  it 
takes  is  one  telephone  call  to  your 
own  Norfolk  Southern  representative. 

This  "one  voice"  customer-sales 
representative  relationship  is  another 
example  of  Norfolk  Southern's 
Thoroughbred  Service. 

For  more  information  on  how 
Thoroughbred  Service  works  to  your 


advantage,  call  any  of  Norfolk 
Southern's  82  sales  offices. 

■  World's  largest  coal  transshipment  facility; 

■  Outstanding  safety  record  among  Class  1  railroa 

■  Consolidated  sales  force,  single-system  service; 

■  Best  damage  claims  ratio  in  the  East. 

THOROUGHBRED  SERVICE. 

ONLY  NORFOLK  SOUTHERN  HAS  IT. 
NOTHING  ON  WHEELS  CAN  MATCH  IT 


? 


NORFOLK 
SOUTHERN 


c  1984,  Norfolk  Southern  Corporation  P.O.  Box  3609,  Morfo*,  Va.  23514-3609. 

Norfolk  and  Western  Railway  Company  and  Southern  Railway  Company  are  subsidiaries  of  Norfolk  Southern  Corporation. 
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Ken  Lay  was  brought  in  to  make  Houston 
Natural  Gas  less  vulnerable  to  takeover.  He 
still  has  a  way  to  go. 

"I  just  keep 

trying  until 

something  works" 


By  Toni  Mack 


T|he  worst  type  of  shark  repel- 
lent is  the  kind  that  attracts  the 
sharks  instead  of  repelling  them, 
which  brings  up  the  case  of  Houston 
Natural  Gas  Corp.  Recession  the  last 
couple  years  hit  hard  at  the  Gulf 
Coast  refinery  and  petrochemical  in- 
dustry served  by  the  Houston-based 
natural  gas  pipeline,  and  competition 
in  the  glutted  gas  market  brought 
down  prices  and  margins.  Revenues 
in  the  fiscal  year  ended  July  31 
dropped  12%  from  their  1982  peak,  to 
$2.8  billion;  earnings  per  share 
dropped  even  more  precipitously, 
down  43%,  to  $3.68. 

What's  more,  Houston  Natural's  in- 
dependence has  been  challenged.  Last 
January  Coastal  Corp.  made  an  un- 
friendly tender  offer,  and  Houston 
Natural  greenmailed  its  way  to  safety 
by  paying  $60  apiece  for  Coastal's  2.1 
million  Houston  Natural  Gas 
shares — the  stock  immediately 
plunged  from  52 Vi  to  43% — plus  $15 
million  for  Coastal's  expenses.  Other 
would-be  acquirers  called,  most  nota- 
bly Transco  Energy  Co.,  but  Houston 
Natural  wasn't  interested. 

Instead,  Morris  D.  Matthews,  then 
Houston  Natural's  chairman,  an- 
nounced plans  for  restructuring. 
Houston  Natural  was  to  rid  itself  of 
anything  not  related  to  its  basic  pipe- 
line and  oil  and  gas  exploration  oper- 
ations. That,  presumably,  would 
make  HNG  a  purer  play  and  hence 
more  attractive  to  investors,  raising 
the  stock  price  and  making  the  com- 
pany less  vulnerable  to  takeover. 

In  fact,  the  restructuring  hasn't  ac- 
complished much.  HNG's  market 
capitalization  has  actually  shrunk, 
making  it  a  smaller,  and  maybe  more 
appetizing,  target.  Getting  back  to  ba- 
sics, too,  may  be  making  the  company 
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more  attractive  to  the  sharks.  "We're 
just  as  vulnerable  as  we  were  in  Feb- 
ruary," admits  Kenneth  L.  Lay,  the 
HNG  chairman  who  was  hired  in  June 
and  speeded  up  the  repellent-spread- 
ing and  restructuring. 

Lay,  42,  who  holds  a  Ph.D.  in  eco- 
nomics from  the  University  of  Hous- 
ton, won  a  reputation  as  an  aggressive 
manager  in  his  previous  post  as  presi- 
dent of  innovative  Transco  Energy. 

In  August  Lay  sold  HNG's  industri- 


Lay's  target  is  the 
California  market,  second 
largest  in  the  nation.  "It's 
big  and  it's  still  growing," 
says  Lay.  "That's  not  true  in 
many  parts  of  the  country." 


al  gas  unit  for  $407  million.  In  Octo- 
ber he  folded  the  company's  159  off- 
shore supply  boats  into  a  new  joint 
venture  to  be  run  by  Zapata  Corp., 
keeping  a  36%  stake  and  pulling  out  a 
$130  million  dividend. 

In  November  he  announced  the  sale 
of  a  barge  line  and  he  is  also  consider- 
ing two  bids  on  Houston  Natural's 
coal  operations.  That  leaves  a  small 
shipyard  operation  and  a  coal  transfer 
terminal  still  remaining  on  the  dis- 
posal list.  Lay  is  hoping  to  get  a  total 
of  $125  million  to  $150  million  for 
that  whole  bunch. 

Lay  plans  to  apply  those  proceeds, 
plus  the  $130  million  dividend,  to  the 
$390  million  purchase  of  Transwest- 
ern  Pipeline  Co.  from  Texas  Eastern 
Corp.,  which  he  announced  in  No- 
vember. Transwestern  operates  a 
4,395-mile  pipeline  from  gas  fields  in 
Texas  and  Oklahoma  to  markets  in 
southern  California.  Compared  to 
HNG's  pipeline  operations,  Trans- 
western's  returns  look  meager:  Hous- 


ton Natural  earned  $134  million  on 
$2.1  billion  in  pipeline  revenues  in 
fiscal  1984;  Transwestern  earned  $36 
million  on  revenues  of  $  1 . 1  billion  in 
the  12  months  ended  Aug.  31.  Those 
returns  could  be  improved  by  reduc- 
ing gas  supply  costs. 

Lay's  target,  though,  is  the  Califor- 
nia market  (the  second  largest  in  the 
nation  after  Texas),  which  can  now  be 
served  by  Houston  Natural  pipelines. 
"It's  a  big  market  and  it's  still  grow- 
ing," says  Lay.  "That's  not  true  in 
many  parts  of  the  country." 

HNG  is  looking  for  a  market  for  gas 
in  California's  heavy-oil  fields.  Oil 
companies  there  are  using  steam  to 
extract  the  heavy  oil;  in  the  cogenera- 
tion  process,  the  steam  is  first  run 
through  a  turbine  and  the  electricity 
that  is  produced  is  sold  off  to  utilities 
or  industry. 

"The  estimates  range  all  over  the 
map,  but  many  estimates  indicate  that 
eventually  there'll  be  a  need  for  be- 
tween 500  million  and  1  billion  cubic 
feet  a  day  for  either  gas-fired  cogenera- 
tion  or  just  to  create  steam  for  the 
recovery  of  heavy  oil.  You  can  compare 
that  with  the  total  southern  California 
natural  gas  market  of  about  2.3  billiona 
day.  So  that's  the  upside,"  Lay  says. 

Lay  is  also  on  the  prowl  for  further 
pipeline-type  acquisitions — "We've 
got  two  or  three  projects  we're  looking 
at  right  now."  He  figures  Houston 
Natural,  with  a  debt/equity  ratio  of 
only  26%,  can  afford  another  $400 
million  to  $600  million  of  acquisitions. 

But  so  far  the  stock  market  has  re- 
mained resolutely  unimpressed. 
Houston  Natural  stock  was  selling  re- 
cently at  45  Vs,  not  far  from  its  52- 
week  low  of  41%  and  approximately 
the  price  of  a  year  ago.  In  the  mean-  | 
time,  Houston  Natural  has  bought  in 
8.5  million  shares  of  its  stock,  reduc- 
ing the  number  of  shares  outstanding 
to  32.4  million.  That  has  reduced  its 
capitalization  from  over  $1.9  billion 
to  $1.5  billion. 

Lay  acknowledges,  too,  that  shed- 
ding Houston  Natural's  diversifica- 
tions, which  accounted  for  $666  mil-  |j 
lion  in  revenues  in  fiscal  1984,  may 
make  the4  company  only  that  much 
more  attractive  to  sharks. 

He's  hoping  that  new  contracts  ac- 
counting for  150  million  cubic  feet  of 
gas  a  day,  in  addition  to  the  1.4  billion 
cubic  feet  sold  daily  in  fiscal  1984, 
will  make  for  rising  earnings  and  perk 
up  investors'  interest,  which  could 
push  up  the  price  of  the  stock  and  get 
it  out  of  the  bargain  class. 

Otherwise,  Lay  admits  he  can  only 
hold  fast.  "I  don't  have  any  tricks  up 
my  sleeve,"  he  says.  "I  just  keep  try- 
ing until  something  works."  ■ 
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)nly  in  a  Jeep  Wagoneer. 

he  new  Jeep  Wagoneer  Limited. 

i  luxurious  leather  interior  not  available  in  the 
iuick  Estate  Wagon. 

\  larger  standard  engine  and,  when  introduced  in  1984, 
ligher  mileage"  than  the  Volvo  GLT  Wagon.  Wagoneer  is  also 
vailable  with  an  inter-cooled  turbo-diesel  engine  for  1985. 

/lore  cargo  space  than  Dodge  Caravan;"  and  4  doors,  not  3! 

jid  one  thing  none  of  them  have.  It  lets  you 
hift-on-the-fly"  from  2-wheel  to  4-wheel  drive, 
o  you  can  travel  almost  anywhere  in  luxury. 

inly  in  a  Jeep  PI  Wagoneer. 

igoneer  Limited  |2l]  EPA  EST  MPG,  29  HWY  EST  Use  these  figures  (or  comparison.  Your  mileage  may 
ry  with  speed,  weather,  trip  length.  Actual  highway  and  California  figures  lower.  '85  figures  not  available 
printing.  "With  optional  seven-passenger  seating  in  Dodge  Caravan  •  SAFETY  BELTS  SAVE  LIVES. 


sasffllliHII' ■" 


".? 


A  better  way  to  get  to  work  when  work  is  hard  to  get  to 


It  cruises  at  365  m.p.h.  It  has  a  range  of  2, 1 1 3 
miles.  It  can  be  configured  to  carry  from  6  to  1 3 
passengers. 

It  can  land  on  94%  of  U.S.  runways,  paved 
and  unpaved,  improved  or  unimproved. 

Its  frugal  jetprop  engines  take  four  years  to 
consume  the  fuel  a  jet  uses  in  three. 

It's  the  new  Super  King  Air  300  from 
Raytheon's  Beech  Aircraft  Corporation.  It's  the 
latest  in  a  line  of  King  Air  business  aircraft  that 
have  been  a  favorite  choice  of  major  U.S. 


corporations.  In  fact,  more  than  half  of  all 
corporate  jetprops  in  use  today  are  King  Airs. 

We  think  the  reason  for  that  lead  transcer 
economics.  Before  they  spend  a  dollar,  these 
hardheaded  businessmen  ask  about  quality. 
Well,  the  first  King  Air  ever  built  is  still  flying. 
The  meticulous  Lufthansa  German  Airlines 
trains  its  pilots  in  King  Airs.  The  King  Air  is  tl 
only  fixed- wing,  off-the-shelf  aircraft  in  use  by 
all  four  U.S.  military  services.  In  other  words, 
King  Airs  are  very  tough,  very  safe  airplanes. 


We  haven't  mentioned  passenger  comfort 
use,  if  you  know  anything  about  Beechcraft, 
know  that's  a  given.  As  one  executive  put  it, 
the  most  comfortable  conference  room  in 
company." 

For  more  than  50  years  Beech  has  built  air- 
to  exacting  standards  of  performance  and 
2.  The  new  Super  King  Air  300  typifies  that 
tion.  And  it  stands  as  a  perfect  example 
e  Raytheon  commitment  to  quality  and 
)mer  satisfaction. 


Raytheon ...  a  $5.9  billion  company  in 
electronics,  aviation,  appliances,  energy, 
construction,  and  publishing.  If  you  would  like 
copies  of  our  latest  financial  reports,  please 
write:  Raytheon  Company,  Public  Relations, 
141  Spring  Street,  Lexington,  MA  02173. 
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ALlrt  ANDMARTIN  PROVENSEN 

The  newest  in  fiction,  business  and  reference— 

a)  The  latest  adventures  of  The  November 
Man.  b)  A  definitive  guide  to  efficiently  and 
accurately  preparing  Federal  income  tax 
returns,  c)  An  expert's  guide  on  how  to  make 
the  highest  profits  with  the  least  risk, 
d)  The  1.985  edition  of  a  classic  reference 


The  latest  in  health,  children's  books  and 
computers  — e)  A  comprehensive,  easy-to- 
read  health  care  guide  for  the  whole  family, 
f)  A  delightfully  illustrated  child's  tour  of 
urban  and  rural  America,  g)  A  software 
^       package  filled  with  recipes  for  saving 

money,  h)  The  1985  edition  of  the  best- 

selling  software  guide. 


Check  the  yellow  pages  for  the  one  nearest  you. 
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rowth  in  south  Florida  depends  on  water 
rom  Lake  Okeechobee  and  the  Everglades. 
rhis  should  create  allout  war  between  en- 
vironmentalists and  developers,  but  in- 
tead  they  have  started  working  together. 

Without  water, 
everything  stops 


By  Allan  Dodds  Frank 

B century  ago,  the  bottom  third 
of  Florida — the  fingernail  and 
i  first  joint  of  the  state — was 
overed  largely  by  a  90-mile-wide 
reshwater  swamp  that  flowed  south 
'om  Lake  Okeechobee  and  dribbled 
ito  tidal  mangrove  stands,  emptying 
ito  the  Atlantic  Ocean  and  the  Gulf 
f  Mexico.  The  Seminoles  called  the 
wamp  Pahokee,  or  River  of  Grass, 
nglish-speakers  named  it  the  Ever- 
lades.  The  great  cities  of  Florida  rose 


on  its  drained  and  reclaimed  land — 
Miami,  Fort  Lauderdale  and  Palm 
Beach  on  the  Atlantic  side,  Naples 
and  Fort  Myers  on  the  west  coast,  all 
created  by  developers  who  drained 
and  diked  and  ditched  the  mangrove. 
In  the  center,  the  Everglades — half  the 
size  but  still  nearly  50  miles  wide  and 
70  miles  long — survive. 

During  the  summer  rainy  season, 
the  Everglades  are  submerged  under 
Vi  foot  to  3  feet  of  water,  and  host  tens 
of  thousands  of  wading  birds,  fish, 
black    bears,    bobcats,    white-tailed 


deer,  river  otters  and  panthers.  The 
peat-filtered  water  seeps  into  porous 
limestone  and  is  tapped  by  shallow 
wells  to  wet  Miami,  Fort  Lauderdale 
and  West  Palm  Beach.  Water  piped 
from  the  Everglades  even  sustains  the 
Florida  Keys. 

Nearly  4.5  million  people  live  in 
the  region  and  they  are  still  coming 
in,  from  the  North,  from  Latin  Amer- 
ica. The  rainwater  banked  in  the  Ever- 
glades swamps  allows  that  growth, 
but  the  water  also  feeds  the  lush  black 
fields  of  sugar  and  vegetables  pro- 
duced in  central  Florida,  $2  billion 
worth  a  year.  It  all  depends  on  water. 
Each  day  south  Florida  gulps  1.8  bil- 
lion gallons  of  water  for  its  agricul- 
ture, 741  million  gallons  for  public 
water  systems,  611  million  gallons  for 
electric  power  plants,  79  million  for 
rural  wells  and  43  million  gallons  for 
industry. 

"The  ability  to  furnish  water  and 
the  ability  to  drain  land  are  the  two 
commanding  factors  of  all  land  devel- 
opment of  south  Florida.  Without  the 
ability  to  drain,  and  without  the  abili- 
ty to  furnish  potable  fresh  water,  ev- 
erything stops,"  says  Nathaniel  Reed, 
a  Hobe  Sound  financier,  developer 
and  environmentalist  who  sits  on  the 
South  Florida  Water  Management 
Board.  That  is  the  state  group  control- 
ling water  allocations.  "No  one  wants 


Phorosbv  BobSacha 


'ome-building  along  the  turnpike  in  south  i'lorida 
zero-sum  game?  Or  can  everyone  win? 
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to  admit  it  yet,  because  no  one  wants 
to  make  water  the  controller  of 
growth  of  Florida,  but  water  is  the 
dominant  developmental  right  in 
south  Florida  and  will  be  the  predomi- 
nant issue  for  the  next  25  years  for 
sure." 

"It's  been  less  than  five  years  since 
they  arrested  people  for  watering  the 
grass  here,  and  I  guarantee  you  that  in 
less  than  24  months  we're  going  to  be 
right  back  there  again," 
says  John  Jones,  executive 
director  of  the  Florida  Wild- 
life Federation.  "Every  per- 
son who  moves  in  here  is 
going  to  take  150  gallons  of 
water  a  day,  and  you  got 
eight  units  to  the  acre — 16 
people  minimum — and 
that  takes  a  hell  of  a  lot  of 
water." 

The  draining  and  the 
growth  still  bring  huge 
profits  for  the  land.  "Hell, 
once  I  could  have  bought  all 
the  land  from  here  to  the 
lake  for  $90,000.  The  other 
day  I  paid  $4  million  just  for 
these  four  sections  [square  miles]," 
says  73-year-old  cattleman  Joe  Hil- 
liard,  whose  80,000  acres  south  of  the 
lake  shelter  30,000  calves  and  steer, 
and  include  10,000  acres  of  sugarcane 
plus  1,000  acres  of  vegetables. 

Under  these  circumstances,  nor- 
mally, a  bitter  battle  would  be  raging 
between  the  pure  and  the  unpure,  be- 
tween environmentalists  and  devel- 
opers. But  here  in  the  Everglades  the 
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pure  and  the  unpure  are  developing 
some  common  interests,  not  always 
but  often  enough. 

The  Save  Our  Everglades  coalition, 
led  by  Governor  Bob  Graham  and  in- 
cluding environmentalists,  farmers 
and  developers,  aims  to  buy  nearly 
300,000  acres,  costing  about  $200 
million,  to  restore  Everglades  habitats 
and  preserve  the  water  supply  of 
south  Florida.  "We're  looking  at  a 
buffer  zone  east,  north  and  west  of 
Everglades  National  Park.  We've  got 
lots  of  water  but  it's  in  a  very  vulner- 
able position.  How  we  treat 
the  surface  of  the  land  will 
govern  the  usability  of  the 
water  immediately  below 
it,"  says  the  governor. 

"You  can't  just  dredge 
and  fill  mangrove  any- 
more," says  Miles  Collier,  a 
member  of  the  Collier  fam- 
ily, which  owns  huge  tracts 
of  Florida  land.  They  are 
selling  200,000  acres  in  the 
Everglades  to  the  state, 
which  will  keep  it  off  the 
market  forever,  and  pre- 
serve the  habitat  for  the  en- 
dangered panther.  The  fam- 
____  ily,  meanwhile,  retains 
mineral  rights,  and  the  deal  could 
make  their  remaining  coastal  proper- 
ties even  more  valuable.  "This  isn't  a 
zero-sum  game,"  says  Collier.  "It  may 
be  that  everybody  wins." 

Senior  Corp.,  a  real  estate  firm 
owned  by  a  consortium  of  102  banks, 
recently  sold  5,000  acres  in  the  Ever- 
glades area  to  the  state  for  $1,000  an 
acre.  If  the  state  hadn't  bought,  the 
company  would  have  sold  cheap 
tracts  to  homesteaders,  which  would 
have  meant  new  pressure  for  roads, 
drainage,  electricity  and  flood  protec- 
tion. This,  in  turn,  would  have  threat- 
ened the  natural  flow  of  water  from 
the  swamp.  Yes,  the  company  will 
make  a  hefty  profit,  but  Martin  Tap- 
lin,  president  of  Senior  Corp.,  puts  it 
this  way:  "We're  doing  a  public  ser- 
vice. The  state  is  getting  its  land  back 
where  it  should  be." 

U.S.  Sugar  Corp.  used  to  pump  tre- 
mendous amounts  of  nitrogen-rich 
wastewater  back  into  Lake  Okeecho- 
bee in  the  course  of  draining  and  irri- 
gating, and  didn't  bother  to  flood  fal- 
low fields  until  discovering  that  dry- 
ing muck  disappears,  oxidizing  and 
compressing  nearly  one  inch  per  year. 
That  muck  is  the  Everglades  equiv- 
alent of  topsoil;  it  holds  the  vital  wa- 
ter. "We've  had  to  pay  more  attention 
to  some  of  the  things  that  we  were 
doing.  There  is  probably  a  finite  water 
supply  available.  Somewhere  down 
the  line  there  may  be  a  battle  over  the 
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[<&>  Okeechobee,  which  flows  into  the  Everglades 

isteadofa  bitter  battle  between  environmentalists  and  developers,  signs  of  common  interests. 
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Chase  EVP  Jim  Carey,  Corporate  Banking  Executive  (center)  discusses  financing  strategies  with  Chase  Petroleum  Executives. 
From  left:  Jim  Biello.  Charles  Bauccio.  Bob  Weaver,  (Carey),  Jim  Adamson  and  Chase  Capital  Markets  Executive,  Bob  Lichten. 


Global  Network      Industry  Understanding     Investment  Bai 


Chase  Partnership. 

It's  what 

makes  us  the  global 

energy  bank. 


For  forty-eight  years  our  petroleum  bankers  have  focused  the 
enormous  resources  of  the  Chase  Manhattan  Bank  on  the 
financial  needs  of  the  petroleum  industry.  Our  continuity  of 
staff,  depth  of  industry  knowledge  and  worldwide 
organization  is  unique  in  petroleum  banking.  Your  Chase 
Relationship  Manager  works  in  partnership  with  you  and 
within  Chase  to  deliver  industry-dedicated  banking  resources 
such  as  petroleum  engineering,  energy  economics,  merchant 
banking  or  global  operations  expertise— wherever  in  the 
world  there  is  a  need.  No  wonder  according  to  Euromoney 
magazine,  Chase  is  "The  top  lead  manager,  in  both  number 
and  volume  of  loans,  for  the  oil  sector." 

Chase  Partnership 
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Regions/Florida 


water,"  says  John  Boy,  the  company 
president. 

To  most  people  Florida  remains  a 
place  to  visit,  to  retire  to  or,  more 
recently,  to  escape  to  from  Cuba  or 
Haiti  or  Nicaragua.  The  swamps 
themselves  are  still  a  prime  tourist 
attraction.  True,  the  lure  of  Disney 
World  in  Orlando  has  cut  visitors  to 
Everglades  National  Park  by  more 
than  40%.  Nevertheless,  600,000  visi- 
tors came  last  year  to  watch  Indians 
wrestle  alligators,  ride  airboats  and 
fish  for  bigmouth  black  bass  and 
speckled  perch  at  Lake  Okeechobee. 

South  Florida's  modern  history 
dates  from  1881,  when  Governor  Na- 
poleon Bonaparte  Broward  sold  Phila- 
delphia sawmaker  Hamilton  Disston 
4  million  acres  of  state  land  at  25 
cents  apiece.  Disston  began  dredging, 
draining  and  diking.  He  planted  sugar 
and  dreamed  of  cities.  On  the  coasts, 
hundreds  of  developers  imitated  him 
and  sold  the  swampland  to  the  Yan- 
kees. But  hurricanes  in  1926  and  1928 
sent  walls  of  water  pouring  south 
from  Lake  Okeechobee,  killing  more 
than  2,000  people  and  killing  the  land 
boom  as  well.  In  1930  Army  engineers 
began  constructing  the  Herbert  Hoo- 
ver Dike  around  the  lake,  cutting  off 
natural  spillage  into  the  glades.  They 
built  a  network  of  canals  and  levees, 
now   1,400  miles  long,  that  consti- 


John  Jones 
Will  they 

executive  director,  Florida  Wildlife  Federation 
once  again  be  arresting  people  for  watering  grass' 
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.4;/  Everglades  dike  south  of  Lake  Okeechobee 

A  "plumbing  system"  of  world-class  proportions. 


Joe  Hilliard's  cattle  grazing  south  of  Lake  Okeechobee 
"I  could  have  bought  all  the  land  from  here  to  the  lake  for  $90,000. 
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hy  is  it  that  most  performance  cars  nei 


Introducing  the  Peugeot 
505  Turbo 


When  she  first  suggested  a  cross- 
country drive,  he  was  sure  she 
was  kidding. 

"Our  only  vacation  in  three  years 
and  you  want  to  spend  it  in  the  car. 
Strictly  for  college  kids." 

Fortunately,  logic  and  reason  did 
not  prevail. 

And  they  took  off,  just  the  two 
of  them.  No  kiddies,  no  kitties,  no 
springer  spaniel. 

But  logic  did  enter  the  picture 
when  they  purchased  a  new  car  for 
their  transcontinental  odyssey.  A 
Peugeot  505  Turho. 

Its  fuel-injected  turbo  engine  can 
take  you  from  0-50  in  a  commendable 
6.5  seconds.  But  Peugeot  believes 
there's  more  to  performance  than 
acceleration  curves.  How  well,  for 
instance,  does  a  car  measure  up  from 
0-500?  That's  0-500,  in  miles. 

The  505  Turbo  does  very  well, 
thank  you.  Start  with  the  Peugeot 
shock  absorbers  which  utilize  eight 
valves  instead  of  the  customary  two. 
Or  its  four-wheel  independent  suspen- 


This  is  one  good  reason  Peugeots  are  so  comfortable. 
In  the  505  Turbo,  the  deep  contoured  bucket  seats  are 
upholstered  in  velour.  heather  is  optional. 


sion.  Both  contribute  to  the  505  Turbo's 
remarkably  comfortable  ride.  So  do 
the  seats,  which  are  constructed  of 
costly  polymerized  foam,  instead 
of  old-fashioned  springs. 

Also,  Peugeot  doesn't  squeeze  its 
occupants  into  a  cramped  cockpit-like 
interior.  It  gives  you  ample  headroom, 


' 


legroom  and  breathing  room. 

Then  there's  the  505  Turbc 
standard  equipment  which  woi 
rare  on  other  luxury  cars,  let  ale  ^f° 
formance  cars:  electric  sunroof,  Uis 
control,  front  and  rear  spoiler,   | 
slip  differential,  and  a  whole  ar 
other  luxury  features  —  all  inch  '< 


ve  much  to  say  about  creature  comforts? 


'urbo's  list  price  of  $18, 150* 
[et  its  creature  comforts  notwith- 
iling,  the  505  Turbo  is  very  much 
leer's  car.  Its  rack  and  pinion  steer- 
ystem,  for  example,  can  actually 
1"  different  road  conditions,  giving 
river  the  precise  power  assistance 
red. 


If  you'd  like  to  read  more  about  the 
Peugeot  505  Turbo,  call  1-800447-2882 
in  the  continental  U.S.  for  a  brochure 
and  the  name  of  your  nearest 
Peugeot  dealer. 

•Based  on  P.O.E.  manufacturer's  suggested  retail  price. 
Actual  price  may  vary  by  dealer.  Destination  charges, 
raxes,  dealer  preparation,  if  any,  and  license  fees  are  extra. 


)  1984,  Peugeot  Motors  of  America,  Inc. 
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tutes  one  of  the  largest  public  works 
projects  in  the  world.  South  Florida  as 
it  now  exists  is  the  result  of  that 
plumbing  system  put  in  by  the  Corps 
and  managed  by  the  South  Florida 
Water  Management  District. 

The  old  kind  of  developer  is  still 
around,  which  always  helps  the  radi- 
cal environmentalists  make  their 
case.  Take  Miami  Beach  developer 
Nat  Ratner.  In  1971  Ratner  bought 
50,000  acres,  at  $55  an  acre,  of  sub- 
merged land  running  west  from  Mi- 
ami's southwestern  boundary,  in  the 
swamps  adjacent  to  Everglades  Na- 
tional Park.  He  says  he  wants  to  burn 
the  peat  to  make  electricity,  then 
mine  the  underlying  limestone  for 
concrete.  But  he  has  been  stymied  all 
these  years  by  the  courts  and  state  and 
federal  agencies  concerned  with  the 
Miami  aquifer  and  the  national  park. 
Ratner  says  he  would  consider  drop- 
ping the  idea  if  the  state  would  pay 
him  $12,000  an  acre.  That's  a  new 
kind  of  greenmail. 

On  the  other  side,  there  is  Marjory 
Stoneman  Douglas,  94  years  old  and 
the  great  defender  of  the  swamp  since 
her  1947  book  The  Everglades.  River  of 
Grass.  "The  villains  of  the  Everglades 
are  the  developers  and  the  agricultur- 
alists. They  don't  realize  if  you  dry  up 
the  Everglades,  there  won't  be  any 
more  south  Florida,"  she  says.  "The 
water  is  so  much  more  important  for 
south  Florida  and  should  take  prece- 
dence over  any  kind  of  development. 
Without  the  water,  we  will  not  last. 
We'd  be  in  a  desert. 

"The  sugar  people  around  Lake 
Okeechobee  don't  belong  there.  The 
muck  used  to  be  30  feet  deep,  now  its 
down  to  5  feet  in  some  places,"  she 
says.  It's  hard  to  argue  with  her,  espe- 
cially since  the  sugar  growers  are 
heavily  subsidized  and  sugar  could  be 
imported  at  a  third  its  homegrown 
cost,  which  would  mean  lower  prices 
in  the  grocery  stores,  too.  She  says  the 
same  thing  about  the  vegetable  and 
tomato  growers  in  Florida.  "Let  them 
stay  home  in  Mexico  and  grow  toma- 
toes and  take  the  pill,"  says  this  tough 
old  lady  fighting  for  her  swamp. 

Her  vigilance  will  never  be  forgotten 
in  the  Everglades.  But,  in  fact,  the 
developers  are  learning  they  make 
more  money  by  spreading  out  the  con- 
dos,  the  state  is  learning  that  preserv- 
ing the  swamp  promotes  long-term 
growth  more  than  selling  off  the  acres, 
and  the  dairymen  have  learned  that 
keeping  the  manure  out  of  Lake  Okee- 
chobee saves  the  lake,  not  just  for  the 
alligators,  but  for  themselves.  ■ 


South  Florida  !s  sugarcane  fields 

The  issue  is  the  muck,  the  cane  grows  on. 


Marjory  Stoneman  Douglas,  guardian  of  the  swamp 

"If  you  dry  up  the  Everglades,  there  won't  be  any  more  south  Florida.' 
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SEND  A  GIFT  OF  JOHNNIE  WALKER  RED  ANYWHERE  IN 
THE  USA  CALL  1-800-243-3787  VOID  WHERE  PROHIBITED 


The  Piper  Cheyenne  400 15.  FA  A  certified  July  13,1 


IN  TWO  OR  THREE  YEARS, 

IF  ALL  GOES  WELL, 

AND  THE  NUMBERS  WORK  OU 

AND  THE  TESTING  IS  COMPLETI 

AND  PRICES  STAY  DOWN, 

YOU  MAY  BE  ABLE  TO  GET 

FROM  OUR  COMPETITORS 

WHAT  IS  AVAILABLE  IN  THE 

PIPER  CHEYENNE  400  L 

RIGHT  NOW. 


r 


^neuenne 


Max  Cruise  Speed 

Certified  Ceiling 

Max  Range 

Useful  Load 

404  MPH 

41,000  FT 

2,130  NM 

4,589  LBS 

To  hear  some  of  our  competitors  tell  it,  there  is  a  new  breed 
f  corporate  propjet  in  the  works. 

Destined  to  fly  higher,  faster  and  farther  on  less  fuel  than 
ny  comparable  aircraft  to  precede  it,  destined  even  to  outper- 
)rm  light  business  jets  on  V2  less  fuel,  the  new  breed  of  propjet 
rill,  in  a  few  short  years,  dramatically  change  the  face  of  cor- 
orate  aviation. 

We  sort  of  agree. 

Except  it's  all  going  to  happen  a  little  bit  sooner  than  the 
dvertising  and  the  press  conferences  and  the  press  releases 
rould  have  us  believe. 

You  see,  the  new  Piper  Cheyenne  400  LS  already  flies  over 
00  MPH. 

It  already  takes  you  to  41,000  feet. 

It  already  gives  you  a  max  range  of  2,130  NM. 

And,  perhaps  most  important  of  all,  it  already  exists. 

No  guesswork,  gambling,  hoping  or  praying  required. 

So  call  us  at  (813)  647-1931.  Or  write  A.W  Newman,  Vice  Pres- 
lent— Marketing  and  Sales,  for  complete  details  on  the  propjet 
lat  outperforms  light  business  jets. 

And,  while  you're  at  it,  ask  for  something  no  other  propjet  of 
le  future  can  possibly  give  you. 

A  demonstration  flight. 
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Piper  Aircraft  Corp  .  Vero  Beach.  FL  32960 

A  LEAR  SIEGLER  COMPANY 

»}  MemPer  of  GAMA 


Performance.  Isn't  that  what  you  really  want? 


The  market  in  prime  Manhattan  office 
space  is  peaking,  which  is  good  news  to 
renters  and  a  danger  warning  to  potential 
buyers  of  New  York's  skyscrapers. 


Calling  the  turn 


By  Harold  Seneker 


Julien  Studley's  lease  at  342 
Madison  Avenue  was  up.  "The 
owner  wanted  $28  a  foot,"  Stud- 
ley,  a  commercial  real  estate  broker, 
recalls.  "So  we  moved  here  to  a  better 
location  and  pay  $25."  He  swings  his 
leather  chair  and  takes  in  the  pan- 
oramic view  of  Manhattan  from  his 
penthouse  office  across  from  the  Gen- 
eral Motors  Building.  "This  market  is 


crazy,"  he  says,  shaking  his  head. 

Actually,  it's  not  crazy.  It's  just  that 
the  market  for  commercial  real  estate 
in  Manhattan  is  peaking.  Talks  with 
experts  like  Studley;  like  Stephen  Sie- 
gel,  chairman  of  Cushman  &  Wake- 
field; like  John  White,  chairman  of 
Landauer  Associates;  plus  checks  on 
recent  sales  lead  to  that  inescapable 
conclusion.  Building  prices  are  still 
high,  but  they  have  nowhere  to  go  but 
sideways — or  down. 


Manhattan  commercial  buildings, 
in  the  nation's  premier  urban  real  es- 
tate market,  have  had  a  steady  rise 
since  the  bottom  days  of  1975.  Even 
in  1978  people  marveled  at  the  top 
annual  rents  of  $25  per  square  foot  at 
the  new  midtown  Citicorp  Center. 
Those  rents  today,  if  the  space  be- 
comes available,  are  more  like  $50. 
That  $50-to-$55-a-foot  figure  holds 
for  some  prime  Park  Avenue  space, 
too.  What's  significant  is  that  it  isn't 
pushing  higher.  The  midtown  average 
for  good  addresses  is  more  like  $35  to 
$40.  Tenants,  in  response,  often  turn 
to  less  pricey  digs  in  older  buildings  or 
in  less  prestigious  neighborhoods  on 
the  west  side  of  the  city  or  on  lower 
Fifth  Avenue. 

Yet,  if  office  rents  have  leveled  off, 
the  selling  prices  on  Manhattan  build- 
ings haven't  really  fallen.  "You  see 
people  accepting  a  7%  current  cash- 
on-cash  return,"  says  Studley.  That 
cash  return  is  a  yardstick  in  the  real 
estate  business.  It's  the  building  own- 
er's cash  return  after  costs  divided  by 
his  cash  investment  in  the  building. 
Seven  percent  is  pretty  bad  in  this 
game;  9%  is  pretty  good.  Long  term,  it 
should  be  12%  to  13%. 

Buyers  tolerate  that  low  initial  re- 
turn because  they're  banking  on  rent 


Traub-Gordon'Wayfarer 


Real  estate  broker  Julien  Studley 
"It's  in  my  blood.  I  can't  sell. 
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The  Regent,  Hong  Kong 

The  Regent  of  Kuala  Lumpur 

The  Regent  of  Manila 

The  Regent  of  Auckland 

The  Regent  of  Melbourne 

The  Regent  of  Sydney 

The  Regent  of  Fiji 

The  Dorchester,  London 

The  Regent  of  Albuquerque 

The  Mayfair  Regent  of  Chicago 

The  Mayfair  Regent  of  New  York 

The  Regent  of  Washington,  D.C. 

Cerromar  Beach  Hotel,  Puerto  Rico 

Dorado  Beach  Hotel,  Puerto  Rico 

® 

|E           ww^ 

^-—      - — 
U          REGENT  ©INTERNATIONAL  HOTELS 

U.S.A.  TOLL  FREE  80C 

1-545-4000 

— 

Financing  new  equipment  is 

one  thing.  Getting  quality 

financing  is  something  else. 


If  your  company  has  decided  to  take  advantage  of  advanced 
technology  by  investing  in  new  capital  equipment,  we  invite 
you  to  consider  our  "quality  financing!' 

At  Litton  Financial,  equipment  financing  is 
our  primary  business.  By  concentrating  our 
professional  and  financial  resources  on  this  one 
important  service,  we're  equipped  to  be  more 
expert,  more  efficient  and  more  responsive. 

For  you,  this  means  working  with  a  finely- 
tuned  organization  that  can  accurately  focus 
on  your  current  and  future  equipment  financ- 
ing needs.  It  means  an  experienced,  knowl- 

H  tnston  Churchill  once  <=>  l 

described  the  level  of  quality  he     edgeable  eye  kept  on  factors  that  can  influence 

expected  by  saying:  "I  am  easily  .  .  t  % 

satisfied  with  the  ven  best:       your  plans  and  strategies:  the  ever-changing 
complexities  of  business  and  technology;  the  impact  of  economic 
and  regulatory  forces;  the  opportunities  that  evolve.  It  means,  in 
other  words,  that  we  can  offer  you  financing  that  meets  the  highest 
standards  of  "quality." 

We  would  welcome  the  opportunity  to  concentrate  on  your 
equipment  financing.  Write  or  call  us  at  Litton  Financial  Services, 
Inc.,  Ten  Stamford  Forum,  FO.  Box  601,  Stamford,  CT  06904 
(203)  328-2700. 
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Litton  Financial  Services,  Inc. 


increases  as  the  years  pass.  That  can 
be  a  risky  assumption.  "Good  Trea- 
sury bonds  yield  12.5%,  with  no 
risk,"  Studley  says. 

Buyers  and  builders  aren't  ready  to 
admit  that  the  bubble  isn't  still  grow- 
ing. An  investor  group,  for  example, 
bought  Manufacturers  Hanover's  old 
building  at  350  Park  Avenue  for  over 
$300  a  foot,  some  50%  more  than  a 
typically  high  office  building  price. 
After  certain  taxes  and  expenses  and 
with  a  typical  mortgage,  the  owners, 
Studley  says,  need  $60  a  foot  to  get  a 
decent  return. 

In  general,  building  buyers  seem  to 
assume  5%  annual  increases  in  rents 
for  the  next  decade.  It's  a  nice  as- 
sumption, but  it's  not  guaranteed. 
What's  more,  glut  looms.  In  the  big 
Wall  Street  area  downtown  some  14 
million  square  feet  of  new  space  is 


Marc  Romanelli 


350  Park  Avenue 
Over  $300  afoot. 


expected  to  be  coming  on  the  market 
in  the  next  couple  of  years.  Midtown 
has  only  3  million  or  4  million  square 
feet  vacant  now. 

But  by  the  end  of  the  decade  the 
Times  Square  redevelopment  project 
is  expected  to  add  4  million  square 
feet  and  have  such  breaks  on  the  taxes 
and  land  that  it  could  undercut  com- 
peting buildings  by  $  10  a  foot  and  still 
make  money.  The  Coliseum,  across 
from  the  Gulf  &  Western  Building 
near  Central  Park,  is  expected  to  be 
sold  soon.  It  could  be  replaced  with 
still  another  2  million  square  feet  of 
office  space. 

So,  with  that  kind  of  pressure  grow- 
ing, who  is  buying  New  York  build- 
ings? Mainly  tax-shelter  syndicators 
(Forbes,  Nov.  5)  and  foreigners  looking 
for  safe  havens. 

The  syndicators  still  pay  top  dollar 
to  get  their  packages.  "See,  they  lever- 
aged their  investors  up  to  here,"  says 
Studley.  He  holds  his  hand,  karate- 
;  chop  style,  at  his  upstretched  chin. 
"Some  of  them  were  even  willing  to 
fund  negative  cash  flows  for  a  few 
years." 

Meanwhile,  Congress  has  stretched 
depreciation  schedules,  reducing  the 
all-important  early-year  tax  writeoffs. 
And  the  old  syndicator's  trick  of  cre- 
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THE  AMERICAN  EXPRESS 
CARD  BUYS  YOU  A  BALL 
WITH  THE  BUCKS. 


The  American  Express*  Card  buys  you  tick- 
ets to  see  the  Milwaukee  Bucks.  Whether  it's 
an  awesome  dunk  or  a  lightning-fast  two-on-one 
break,  you  get  NBA  basketball  at  its  best  with 
the  Card. 

The  Milwaukee  Bucks  are  just  one  example 
of  the  growing  number  of  diverse  businesses 
and  organizations  that  welcome  the  American 
Express  Card.  All  of  which  gives  new  impact  to 
the  phrase:  Don't  leave  home  without  it! 


©  American  Express  Travel  Related  Services  Company,  Inc.  1984 


"New  York  and  Chicago 
do  have  something 

in  common. 
My  favourite  hotel." 


CHICAGO  *— '  NEW  YORK 

A  REGENT«INTERNATlONAl  HOTEL 


ALBUQUERQUE   AUCKLAND  CHICAGO   FIJI   HONGKONG   KUALA  LUMPUR    LONDON   MANILA    MELBOURNE    NEW  YORK    PUERTO  RICO   SYDNEY    WASHING  ION  DC 

U.S.A.  TOLL  FREE  800-545-4000;  CHICAGO  312-787-8500;  NEW  YORK  212-288-0800. 
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ating  big  mortgages  with  below-mar- 
ket  interest  rates  to  fatten  writeoffs  is 
looked  on  with  hostility  by  the  IRS. 
Meaning?  The  syndicators  will  have 
less  room  for  overpaying  for  real  es- 
tate in  the  future. 

Without  foreigners  and  the  shelter 
sellers,  the  marketplace  would  largely 
be  left  with  those  pension  funds  will- 
ing to  take  9%  returns  for  the  privi- 
lege of  owning  prime  real  estate. 

But  building  owners  aren't  really 
rushing  to  sell  while  present  prices 


last.  Some  figure  high-rise  inflation 
may  come  back,  which  could  send 
prices  spiraling  again.  Others  may  be 
like  Studley,  who  is  typical  of  New 
York  City  owners  as  well  as  renters: 
"We  have  a  little  property  that  earns 
$100,000  net,"  he  says.  "The  lease 
won't  come  up  for  20  years.  We've 
been  offered  $1.35  million  for  it  by  the 
leaseholder." 

Now,  that  looks  like  a  good  deal. 
Studley  could  make  maybe  $165,000 
from  $1.35  million  in  Treasury  bonds. 


"But  I  can't  sell.  First,  there's  a  10% 
transaction  tax  I'd  have  to  pay  New 
York  State.  Then,  a  big  capital  gains 
tax  because  I've  owned  the  building  a 
long  time.  So,  I'd  clear  maybe 
$900,000— not  enough. 

"Yes,  I  know  I  could  still  get  a  pret- 
ty good  return  from  bonds  on  that 
with  no  problems  and  little  risk. 

"But  I  can't  help  it.  Whatever  hap- 
pens, I'm  a  real  estate  man,  not  a  bond 
man.  I've  been  in  this  business  30 
years.  It's  in  my  blood.  I  can't  sell."  ■ 


Youve  heard  all  those  nuclear  power  hor- 
ror stories.  Now  harken  to  this  nuclear 
power  success  story. 

Man  bites  dog 


By  James  Cook 


Michael  1   Ahrjmsui 


Commonwealth  Edison 's  new  S3-  7  billion  Byron  nuclear  power  station 
Thirty  years  of  familiarity  kept  nuclear  opposition  low. 


If  Commonwealth  Edison  cus- 
tomers find  the  next  rate  boost  a 
bit  much,  they  can  thank  stupid- 
ity and  bureaucracy  at  the  Atomic 
Safety  &.  Licensing  Board.  In  January 
this  guardian  of  the  public  weal  rec- 
ommended that  Chicago-based  Com- 
monwealth Edison  be  denied  an  oper- 
ating license  for  its  spanking  new  By- 
ron nuclear  power  station.  The  ASLB 
thought  that  the  regional  NRC  staff 
had  doubts  about  the  plant's  quality; 
in  fact,  the  staff  had  no  such  doubts. 
In  the  end  the  five  commissioners  of 
the  Nuclear  Regulatory  Commission 
went  ahead  last  month  and  licensed 
the  plant  anyway. 

But  the  damage  was  done.  The  de- 
lay will  add  $100  million  to  Byron's 
$3.7  billion  cost,  and  Edison's  boss, 
James  J.  O'Connor,  will  probably  try 
to  raise  rates  correspondingly. 

Even  so,  O'Connor  doesn't  expect 
to  need  the  sort  of  increases  in  rates 
that  many  other  nuclear  utilities  con- 
template. Overall,  he  expects  Edison's 
rates  will  rise,  on  average,  maybe 
2.5%  a  year  over  the  next  three  years 
level  off  around  1988,  when  Edisor 
completes  its  current  nuclear  com 
struction  program,  and  thereafter  sta 
bilize  and,  in  real  terms,  even  decline 
"The  overall  increases,"  O'Conno 
explains,  "will  not  be  significant!; 
above  the  rate  of  inflation  for  the  nex 
two  years." 

For  Edison's  customers,  however 
the  situation  is  a  bit  confusing.  Com 
monwealth  Edison  got  a  $282  millioi 
rate  increase  back  in  July  to  cover  th 
costs  of  the  LaSalle  2  nuclear  statior. 
which  went  into  operation  in  June.  I 
will  need  another  $583  million  or  s 
by  January  to  cover  the  higher  costs  c 
Byron.  In  a  year  or  so  it  will  be  askin 
for  still  more,  when  the  $3.6  billio 
Braidwood  station  goes  into  ope) 
ation.  There  are  offsetting  reduction: 
however,  and  these  will  enable  th 
company  to  deliver  its  low  overa 
level  of  rate  increase.  As  low-cost  ur; 
nium    replaces    relatively    high-co; 
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ossil  fuel,  mainly  coal,  rates  under 
he  utility's  fuel  adjustment  clauses 
vill  decline.  Much  of  what  goes  into 
>ne  of  Commonwealth  Edison's  pock- 
:ts  will  come  out  of  the  other  pocket, 
rhe  customers  will  feel  little  pain. 

Does  this  suggest  that  all  the  alarm 
>ver  skyrocketing  rates  for  nuclear 
>ower  is  wildly  overdone?  Not  at 
ill.  Commonwealth  Edison  isn't 
ike  most  other  nuclear  utilities.  In 
he  30  years  since  it  began  going 
mclear,  it  has  generally  brought  its 
>lants  in  at  a  far  lower  cost  than 
nost  other  U.S.  utilities — and  still 
loes.  At  $1,153  a  kilowatt,  for  in- 
tance,  Edison's  LaSalle  plant  costs 
:ertainly  still  can't  match  those  of 
he  much-admired  French  nuclear 
ilants  (Forbes,  Sept.  24),  but  they  are 
oughly  the  same  as  Tokyo  Elec- 
ric's  new  Fukushima  plant.  So 
nuch  for  the  impossibility  of  build- 
ng  nuclear  plants  in  America. 

The  fact  is,  Edison's  nuclear  power 
)lants  will  generate  some  of  the  low- 
:st-cost  new  power  in  the  U.S.  Rela- 
ively  speaking,  that  is,  because  pow- 
:r  from  any  kind  of  new  plant  is  more 
:xpensive  than  that  produced  by  ex- 
sting  plants.  LaSalle  will  be  produc- 
ng  power  for  5.9  cents  a  kilowatt, 
fyron  for  7.9  cents,  Braidwood  for  5.5 
:ents.  That's  three  to  four  times  what 
)ower  from  Edison's  Quad  Cities  nu- 
:lear  station  costs,  for  example,  just 
is  it's  twice  Edison's  present  system 
:ost  of  3. 1  cents  a  kwh.  But  bow  could 
t  be  otherwise?  The  price  of  every - 
hing  else  has  gone  up  since  the  Quad 
Cities  plant  was  built,  construction 
;osts  in  particular.  What  matters  is 
hat  Edison's  expanding  nuclear  fa- 
:ilities — even  the  new  plants  coming 
)n  line — are  producing  power  for  far 
ess  than  comparably  new  environ- 
nentally  acceptable  coal-fired  plants 
13.4  cents).  The  power  is  almost  as 
;heap  as  that  from  Commonwealth's 
)lder  coal  stations. 

Why  has  Edison's  nuclear  program 
iucceeded  where  so  many  ethers  have 
ailed?  Good  management,  to  a  con- 
siderable degree,  and  knowhow.  Un- 
(ike  many  utilities,  Commonwealth 
ilways  supervised  construction  of  its 
)wn  plants  and  learned  from  its  own 
nistakes.  For  example,  Indiana  Public 
Service's  Marble  Hill  plant  is  a  carbon 
:opy  of  Edison's  Byron  plant,  but  Mar- 
pie  Hill  had  already  topped  $3,000  a 
'ulowatt  when  it  was  cancelled,  less 
ban  50%  complete,  vs.  $1,682  a  kilo- 
Watt  for  Byron.  "We've  been  in  this 
business  for  30  years,"  O'Connor 
;ays,  "and  in  my  judgment  people  feel 
nore  comfortable  with  our  operating 
performance  than  they  do  elsewhere 
n  the  country." 
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THE  AMERICAN  EXPRESS 
CARD  BUYS  YOU  A 
LINE  AT  SEA. 


Whenever  you're  out  at  sea,  aboard  one  of  the 
2700  vessels  now  equipped  for  maritime  satellite 
communication  (COMSAT), you  can  charge  tele- 
phone calls  and  telex  messages  with  the  American 
Express*  Card.  So,  no  amount  of  water  can  come 
between  you  and  the  world. 

COMSAT  is  just  one  example  of  the  growing  num- 
ber of  businesses  and  organizations  that  welcome 
the  American  Express  Card.  All  of  which  gives  new 
impact  to  the  phrase:  Don't  leave  home  without  it.* 
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"The  epitome  of 

British  tradition  is 

London's  most  famous  hotel 

The  Dorchester. " 


The  Dorchester 

A  REGENT*  INTERNATIONAL  HOTEL 

ALBUQUERQUI    AUCKLAND.  CHICAGO   FIJI   HONGKONG 

KUALA  LUMPUR    LONDON    MANILA    MELBOURNE 

NEW  YORK    PUERTO  RICO  SYDNEY    WASHINGTON  D.< 

U.S.A.  TOLL  FREE  800-545-4000;  LONDON  01-629-8888,  TELEX  887704 
OR  SEE  YOUR  TRAVEL  AGENT. 
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12  more  reasons 
to  buy  your 

business  insurance 

from  the  company 

with  the  stag. 

Monthly  payments. 


Now  The  Hartford  gives  you  what  you  want  in  business  insurance. 
Customized  coverage"  at  competitive  cost.  Outstanding  claims 
and  loss  control.  And  a  flexible  billing  plan  that  lets  you  spread 
out  your  payments  in  the  way  that's  most  beneficial  to  your 
company— without  interest  charges. 

You  can  arrange  for  annual,  semiannual  or  quar- 
terly payments.  Or  you  can  pay  in  12  installments.  ^^^^^^^^^^^ 
With  our  Total  Account  Billing  System  (TABS),  y<  .u  U  ■■  W  |M 
can  even  consolidate  payments  due  on  different  ^B  P^^^v  li  ilv/^ 
Hartford  policies  into  one  convenient  payment  plan.              ^B^^^^  ^^JL^il >^V^> 

■I mai  (SE^i    Wh,?ther your company is  larp   ^^miu///j)/^Jyy^y/y> 

.'__,  <;  v-^^-y  or  small,  you  can  get  the  top  quality  -_-.   .,  --    »   <  «  f|v»>^v|%  |-^ 

business  coverage  you  need—with  the  payment  jj  f|  L    il/miv  I  |  v/KU 

terms  you  want.  Just  contact  a  broker  or  indepen-  Til  III  I 

dent  agent  who  represents  The  Hartford.  The  Insurance  People  of  XXX 


The  Hartford  Insurance  Croup,  Hartford,  Connecticut  061 15 


So  efficient  are  the  new  v  nuclear 
ants  that  Commonwealth  Edison 
is  built  that  O'Connor  plans  to  rel- 
ate his  old  and  high-cost  fossil  fuel 
cilities  mainly  to  meeting  peak  de- 
land.  Thus,  by  the  early  Nineties, 
iison  should  be  generating  75%  of 
s  power  needs  from  the  50%  of  its 
ipacity  that  is  nuclear.  "Our  nukes 
e  going  to  run  around  the  clock," 
'Connor  says. 

The  promised  land  for  Common- 
ealth  Edison  is  still  a  couple  of  years 
way,  and,  given  the  high  capital  costs 
ivolved,  the  period  just  ahead  is  go- 
ig  to  be  rough.  While  construction 
jntinues,  O'Connor  needs  higher 
ites  to  sustain  Edison's  earnings  and 
ish  flow.  He  asked  for  $462  million 
i  fall  of  1983  for  LaSalle  and  wound 
p  with  $282  million,  and  he  may 
ell  fare  no  better  with  the  $583  mil- 
on  he  needs  to  carry  Byron. 
By  being  slow  with  the  rate  boosts 
l  the  late  1970s,  the  regulators  hurt 
le  company  in  two  ways:  by  keeping 


'dison's  nuclear  power 
tations  will  generate  some 
f  the  lowest-cost  new 
tower  in  the  V.S. 


sported  earnings  lower  and  actual  fi- 
ancing  costs  higher  than  they  would 
therwise  be.  Commonwealth  Edis- 
n's  bond  ratings  dropped  from  AA  to 
BB+  between  1979  and  1982,  but  by 
ist  month  gained  an  A  rating.  With 
jported  income  on  the  rise,  in  part 
om  plants  already  in  the  rate  base, 
le  company's  return  on  equity, 
'hich  is  what  the  game  is  all  about, 
as  climbed  from  10.6%  to  16.2% 
ince  1980,  but  will  drop  back  some- 
'hat  this  year.  Yet  the  ICC  has  autho- 
red the  company  to  earn  as  much  as 
6.5%,  so  O'Connor  can't  really  corn- 
lain.  "We  started  to  get  close  to  that 
t  the  end  of  1983,"  O'Connor  says, 
but  we're  not  making  it  now." 

However,  the  June  rate  increase  and 
ie  NRC's  belated  approval  of  the  By- 
Ion  plant  should  resolve  most  of  the 
emaining  doubts  about  the  future  of 
■dison's  nuclear  power  program.  The 
ompany's  common  stock,  which  fell 
[  points  in  response  to  the  NRC's 
ecision  last  January,  has  finally  re- 
covered the  lost  ground  and  then 
ome,  though  it  has  lagged  somewhat 
ehind  the  utility  averages. 

Once  the  rough  period  is  behind 
im— by  1987 — O'Connor  expects  to 
e  generating  all  the  funds  he  needs 
iternally.  No  more  new  borrowing 
;fter    that.    Instead,    happy    stock- 

olders  and  contented  customers.  ■ 
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THE  AMERICAN  EXPRESS 
CARD  BUYS  YOU  THE 
STATE  OF  THE  UNION. 


The  Card  buys  you  the  ever  expanding  diversity  of 
the  services  of  Western  Union.  These  services  include 
cellular  mobile  phone  equipment,  telex  equipment  from 
the  message  service  group,  and,  of  course,  their  tradi- 
tional message  service.  Whatever  your  communication 
needs,  Western  Union  has  something  for  you— and  it's 
available  with  the  Card. 

Western  Union  is  one  example  of  the  growing 
number  of  businesses  and  organizations  that  welcome 
the  American  Express"  Card.  All  of  which  gives  new 
impact  to  the  phrase:  Don't  leave  home 
without  it: 


western  union 

©American  Express  Travel  Related  Services  Company.  Inc.  1984. 


ouldn 
the  world. 


As  world  markets  grow  even  more  international  the  IHT  grows 
even  more  important  as  an  ad  medium — tying  lnternationally- 
mmded  readers  together  around  the  globe : 

•  Each  day  more  than  31,000  copies  of  the  IHT  are  read  by 
key  business  travellers  on  international  airlines. 

•  IHT  global  circulation  grew  in  1983  to  a  daily  total  of  153,000. 

•  In  165  countries  worldwide,  more  than  400,000  noticeably 
influential  people  read  each  issue  of  the  IHT  every  day 

The  International  Herald  Tribune.  International  advertisers 
shouldn't  miss  it  for  the  world.  Call  Sylvia  Kruteck  at  (212)  752-3890 
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Mellon  defines  banking  issues 


Double-digit  interest  rates 
have  caused  fundamental 
changes  in  the  way  corpora- 
tions borrow  money.  Unlike 
previous  cycles,  today's  rates 
have  remained  high.  How 
can  treasurers  control  their 
cost  of  funds  in  an  environ- 
ment of  persistently  high 
and  volatile  rates? 


Corporate  f  inane 


In  the  good  old  days  of  corporate 
finance,  interest  rates  followed  a 
reliable-if  not  predictable-pattern. 
When  rates  went  up,  they  could  be 
counted  on  to  come  down  again  to  a 
comparable  level. 

Corporate  treasurers  based  their  strat- 
egy on  the  regular  ups  and  downs  of 
the  interest  rate  cycle.  When  rates  were 
high,  treasurers  borrowed  short-term 
and  waited  for  that  reliable  return  to 
the  bottom  of  the  cycle.  When  rates 
were  low  again,  treasurers  switched  to 
long-term  funding. 

No  more.  Interest  rates  have  been  high 
for  so  long  that  treasurers  can't  be  sure 
when  to  go  long-term  anymore.  Even 
the  low  points  of  current  rate  cycles 
are  markedly  higher  than  in  the  past. 
And  few  economists  expect  historically 
low  rates  to  return  until  investors  are 
convinced  that  inflation  is  a  thing  of 
the  past. 


• 


The  rise  of  short-term  de 

Traditionally,  a  prudent  treasi  ri 
never  relied  too  heavily  on  sho  e 
debt.  Lenders  and  credit-ratini 
cies  looked  askance  at  compan 
a  high  proportion  of  commerci 
bank  loans,  and  other  short-te  i 
gations  in  their  debt  structure' 

Today,  however,  the  classic  ruld 
finance  seem  to  be  falling  by  t 
side.  In  the  second  quarter  of] 
short-term  debt  accounted  for  * 
than  50%  of  U.S.  corporate  obi 
-for  the  first  time  ever. 

Corporations  are  growing  co 
with  higher  levels  of  short-ter 
The  deregulation  of  interest  1  H 
while  contributing  to  today's  I 
of  money,  has  also  helped  red' 
risk  of  a  credit  crunch.  Treasi  H 
longer  feel  they  must  issue  lo 
bonds  to  ensure  funding  stab  v 

In  fact,  financial  officers  have  jcoi 
more  aggressive  in  exploitinj  he 


i« 
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Tenth  of  a  series 


ming  today's  interest  rates 


•etween  short  and  long-term 
mpanies  can  often  achieve 
it  savings  by  rolling  over 
ial  paper  at  a  rate  2%  or  3% 
in  the  long-term  rate  would 
a.  In  many  companies,  the 
function  is  even  managed  as 
enter. 

vs  of  opportunity 

ions  must  still  issue  long- 
t,  of  course.  But  treasurers 
nger  count  on  the  interest- 
i  to  return  to  historic  lows- 
ottom  out  at  a  comparatively 
for  very  long.  Rates  now  fluc- 
quickly  and  unpredictably. 

las  become  all-important, 
if  cycles,  treasurers  now  look 
"windows  of  opportunity" 
es  are  comparatively  attrac- 
se  windows  might  last  a  few 
haps  weeks,  or  vanish  in  the 
a  morning. 

r,  for  example,  when  A  A  new 
es  climbed  above  14%  for  the 
i  since  August  1982,  monthly 
lance  dropped  from  $3.1  bil- 
rage  net  proceeds  for  the  first 
ths  of  the  year)  to  under  $1.5 
Jut  when  rates  started  falling 
illy,  corporate  treasurers 
7.5  billion  of  pent-up  bond 
August -even  though  inter- 
remained  well  above  13%. 

ays  to  manage 
I  costs 

i^erm  rates  remain  stubbornly 
iiks  are  developing  new  tech- 
j»  help  corporate  treasurers 
(the  cost  of  interest  on  their 
rm  and  medium-term  debt: 


Interest-rate  swaps.  Many  companies 
are  converting  variable-rate  debt  to 
synthetic  fixed  rates,  or  vice  versa,  by 
swapping  it  with  a  bank  or  another 
counterparty.  These  swaps  enable  cor- 
porations to  achieve  significant  funding 
advantages,  often  in  overseas  markets. 

Guaranteed  commercial  paper. 

Companies  that  cannot  issue  their  own 
commercial  paper  are  taking  advan- 
tage of  a  bank's  stronger  credit  rating 
by  guaranteeing  their  notes  with  a 
letter  of  credit  from  that  bank. 

Money  market  loans.  Over  a  short 
term,  some  banks  will  lend  below 
their  traditional  levels  by  basing  loan 
prices  closely  on  the  cost  of  funds  in 
the  money  market. 

Forward-priced  loans.  Some  com- 
panies are  fixing  their  cost  of  funds  in 
advance  by  arranging  a  forward  rate 
or  by  obtaining  an  option  on  a  future 
loan  price. 

Match-funded  loans.  For  companies 
whose  credit  rating  is  not  strong 
enough  to  issue  bonds  at  an  attractive 
rate,  banks  are  providing  fixed-rate, 
medium-term  loans  by  matching  them 
with  funding  sources. 

Interest-rate  caps.  A  few  companies 
are  protecting  themselves  against 
rapid  rate  rises  by  arranging  a  cap  on 
their  variable-rate  debt. 

Even  at  today's  high  rates,  debt  remains 
the  cheapest  form  of  financing  for  cor- 
porations. The  dollar  volume  of  both 
short-term  and  long-term  debt  now 
stands  at  record  levels:  more  than  $1.2 
trillion  total  at  midyear.  Because  the 
underlying  interest  rate  structure  is 
unlikely  to  change  soon,  the  high  cost 
of  servicing  this  debt  is  also  likely  to 
continue-and  to  continue  spurring 
innovators  to  develop  new  techniques 
for  keeping  this  cost  to  a  minimum. 


At  Mellon,  we  make  money  market 
loans,  arrange  interest-rate  swaps, 
back  commercial  paper  with  letters 
of  credit,  and  provide  many  other 
financing  services  to  corporations. 
Our  strong  balance  sheet  gives  us 
access  to  low-cost  funding  sources, 
and  we  translate  this  funding 
advantage  into  leading-edge  prod- 
ucts. It's  one  more  way  in  which 
Mellon  provides  premier  financial 
services  to  corporate  clients. 

Mellon  Bank,  Mellon  Bank  Inter- 
national, and  Mellon  Financial 
Services  are  subsidiaries  of  Mellon 
Bank  Corporation.  Mellon  Finan- 
cial Services,  which  operates  repre- 
sentative offices  for  the  Bank,  also 
provides  consumer  and  commer- 
cial finance,  leasing,  commercial 
lending,  capital  management,  and 
real  estate  finance  services. 


Mellon  Bank 

One  of  the  banks  that  define  banking 


For  more  information  on  this  subject,  write 
the  Communications  Office,  Dept.  C,  Mellon 
Bank,  Mellon  Square,  Pittsburgh,  PA  15259. 


Statistical  Spotlight 


Sometimes  one  investors  tax  loss  can  be 
another  investors  gain.  Its  that  time  of 
year  again. 


Shopping 
at  home 


have  made  a  recent  fall.  But  this  sell- 
ing pressure  can  create  opportunities. 

All  the  stocks  below  are  tax-loss 
selling  candidates.  They  now  trade  for 
less  than  half  the  prices  they  com- 
manded at  the  beginning  of  the  year. 
What's  more,  all  of  these  firms  are 
near  their  52-week  lows. 

Cheap  isn't  always  a  bargain,  of 
course.  So  each  company  on  this  list 
has  positive  earnings  over  the  latest 
12  months.  Debt  is  also  no  more  than 
51%  of  equity. 

On  our  shopping  list,  the  highest 
P/E  is  14.9,  but  17  of  the  shares  sell 
less  than  the  market  multiple  of 


est 

if 


dervalued  stocks.  At  year-end  many 
investors  try  to  offset  capital  gains  by 
selling  stocks  to  establish  tax  losses 
What  to  dump?  Often  the  best  candi- 
dates are  firms  whose  share  prices 

Even  the  priciest  stocks  sell  at  less 
than  two  times  book  value. 

During  the  last  weeks  of  the  year, 
pay  attention  to  these  stocks.  If  prices 
fall,  they  could  become  unusually  at-  ■ 
tractive.  But  know  why  a  stock's  price 
is  down  before  you  invest.  The  real 
bargains  go  to  smart  shoppers.  ■ 

By  Leslie  Pittel 

If  rummaging  in  a  crowded  depart- 
ment store  isn't  your  idea  of  a  good 
time,  shop  this  list  of  potentially  un- 

Holiday  sale? 

Share  prices  of  these  25  companies  have  fallen 
sharply  this  year.  This  makes  them  prime  candi- 

dates  for  tax- 
further,  some 

loss  selling 
of  these  mi 

.  If  stock  prices  fall  even 
ght  be  good  buys. 

Exch      Company 

Pri 

recent 

%  change  in 
price  from 
12/30/83 

Latest 

12  months 
EPS             P/E 

Yield 

Price/         Debt/ 
book          equity 

Return  l 

on 
equity    I 

— 52-week — 
high        low 

n 

Omnicare 

7 

34    -  6% 

-76% 

$1.75 

4.0 

13.1% 

0.9             31.5% 

22.9% 

o 

Interface  Flooring  Systems 

7 

29V4-  6 1/2 

-76 

0.84 

8.3 

2.3 

1.5               8.1 

17.5 

0 

Lee  Data 

6'/2 

22-6* 

-64 

1.15 

5.7 

— 

1.1                1.0 

18.7 

a 

TIE/communications 

9% 

3T/8-  8 

-64 

0.85 

11.5 

— 

1.3                7.5 

11.3 

o 

Culp 

5% 

16-5 

-63 

0.77 

7.5 

1.4 

0.6             26.6 

8.5 

0 

Key  Tronic 

8% 

241/4-  8% 

-62 

1.26 

6.9 

— 

1.3              12.9 

18.2 

o 

Seagate  Technology 

5i/4 

17%-  4-y8 

-62 

0.84 

6.3 

— 

1.5               5.9 

24.2 

o 

DST  Systems 

11 

32    -11 

-62 

0.97 

11.3 

1.8 

1.7               0.5 

15.2 

0 

Distributed  Logic 

5'/4 

14    -  4'/4 

-62 

0.69 

7.6 

— 

1.7               0.4 

22.8 

0 

Tandon 

7% 

25  'A-  6'/4 

-61 

0.62 

12.5 

- 

1.6               0.0 

13.0 

0 

Sorg  Printing 

9'/, 

24'/>-  6V2 

-61 

1.64 

5.8 

— 

1.4              18.9 

24.7 

0 

Cordis 

8% 

2  7  >/2-  7'/g 

-59 

1.44 

6.1 

— 

1.2             50.7 

19.0 

n 

GenRad 

16 

40    -13% 

-57 

1.31 

12.2 

0.6 

1.4               4.9 

11.6 

o 

Technology  for  Commun  Intl 

8 

19'/2-  7% 

-57 

0.64 

12.5 

— 

1.4               5.3 

11.1 

o 

Evans  &  Sutherland  Computer 

13  Vi 

37 'A- 12% 

-56 

1.17 

11.3 

- 

1.8               7.5 

15.6 

0 

Cosmo  Communications 

6% 

20%-  4% 

-56 

1.03 

6.2 

— 

0.9               2.4 

14.9 

n 

Purolator  Courier 

27% 

697/s-23% 

-56 

2.60 

10.5 

4.5 

1.0              18.0 

9.2 

0 

St  Fude  Medical 

8  Vi 

19'/4-    8Va 

-56 

1.05 

8.1 

— 

1.2               0.0 

14.4 

0 

SFE  Technologies 

9 

22  Vi-  8'/> 

-55 

0.73 

12.3 

1.1 

1.2             34.9 

9.5 

o 

Auto-trol  Technology 

10 

25V4-  9% 

-55 

0.67 

14.9 

— 

1.4              14.8 

9.1 

0 

Xebec 

8 

23%-  7'/2 

-55 

0.79 

10.1 

— 

1.3               3.9 

12.9 

o 

National  Data 

9'/8 

21%-  8'/4 

-54 

0.89 

10.3 

4.8 

1.6               6.5 

15.5 

n 

General  Nutrition 

6'/s 

16    -  5'/8 

-53 

0.57 

10  7 

2.6 

1.8              11.3 

16.3 

0 

NIKEB 

7'/8 

185/8-    65/8 

-51 

1  07 

6.7 

5.6 

1.0               3.4 

14.8 

n 

Floating  Point  Systems 

17% 

367/8-12'/2 

-51 

1.73 

10.3 

— 

1.8               3.1 

17.9 

a:  American  Stock  Exchange,     n:  New  York  Stock  Exchange 

0:  over-the-counter 

Sources:  Wils/jire  Associates;  Standard  &  Poor's  Stockpak  II  Systen 
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With  Exxon 

you  never  have  to 

face  it  alone. 


C^£qn  support  people  make 

\  sure  I  get  what  I  need, 

*  when  I  need  it. 

We  think  the  way  your  office  auto- 
mation equipment  works  out  is  just  as 
important  as  the  way  it  works.  So  at 
Exxon  Office  Systems  we  support  you 
—  in  every  step  of  your  office  automa- 
tion program. 

First,  before  we'll  sell  you  any  equip- 
ment, we  perform  a  free  needs  analysis. 
Once  you  ve  made  a  commitment,  we 
don't  just  deliver  boxes  to  your  door.  We 
install  your  equipment  for  you,  and 
then  we  train  your  staff  to  use  it. 

If  you  or  they  have  any  questions  we 
have  toll-free  on-line  support/service 
that  works  with  you  on  similar  equip- 
ment. And  that  support  includes  the 
immediate  dispatch  of  service,  if  it's 
ever  needed. 

You  see,  at  Exxon  we're  committed  to 
office  automation  support  that's  so  com- 
plete, it  will  face  up  to  all  your  needs. 

For  additional  information  call 
800-367-8888,  or  write  Exxon  Office 
Systems,  P.O.  Box  10184,  Stamford, 
CT  06904-2184. 


EJgON 

The  future...without  the  shock. 


OFFICE 
SYSTEMS 


E)rl985, 

Mercedes-Benz 

introduces  something 

more  important 

than  a  new  model. 


THE  MERCEDES-BENZ  sedan 
speeds  straight  toward  a  patch  of 
test  track  slicked  down  with  a 
diabolical  mixture  of  soapsuds 
and  water. 

A  splash  as  the  tires  meet  wet 
pavement-and  then  the  driver 
slams  on  the  brakes. 

But  what  seems  tound  to 
happen  in  the  next  heart-stop- 
ping instant,  doesn't  happen. 
Violent  braking  action  on  that 
treacherous  surface  sets  off  no 
violent  counterreaction. 

That  Mercedes-Benz  sedan 
simply  snubs  down  to  a  quick, 
straight-line  stop.  Soapsuds  and 
water  and  all. 

THE  MERCEDES-BENZ 

ANTI-LOCK  BRAKING  SYSTEM 

COMES  TO  AMERICA 

That  Mercedes-Benz  sedan  has 
just  demonstrated  the  most  emo- 
tionally reassuring  advance  in 
passenger  car  braking  control 
since  the  disc  brake. 

C  1984  Mtri.c0fvBi.-n7 of N  A    Int.    Montvalc,  N.J 


It  is  the  Mercedes-Benz  Anti- 
lock  Braking  System,  or  ABS.  And 
having  pioneered  both  its  early 
development  and  its  subsequent 
use  in  production  automobiles, 
Mercedes-Benz  now  proudly  in- 
troduces this  significant  engineer- 
ing feature  to  America.  It  is  being 
fitted  as  standard  equipment  to 
everv  1985  Mercedes-Benz 
500  SEC  Coupe,  500  SEL  Sedan, 
380  SL  Coupe/Roadster,  380  SE 
Sedan  and  300  SD  Turbodiesel 
Sedan,  and  as  an  extra-cost 
option  to  the  190  E  2.3  and  190  D 
2.2  Sedans. 

Functioning  in  concert  with 
the  cars  four-wheel  disc  brakes, 
the  Mercedes-Benz  Anti-lock 
Braking  System  is  meant  to  first 
sense  the  impending  lockup  of 
one  or  more  of  the  cars  wheels 
in  a  sudden  braking  emergency 
-then  to  act,  with  lightning 
speed,  to  avert  it. 

The  benefits  are  clear.  By  mini- 
mizing the  risk  of  the  car's  wheels 


locking  up  in  hard  braking,  tr 
system  can  also  minimize  the 
potential  consequences:  the  s 
den  loss  of  tire  adhesion  that 
could  turn  a  steerable  vehicle 
into  a  sliding  object  no  longe  : 
under  the  driver's  full  control 

More  reassuring  still,  the  j 
tern  is  designed  for  braking 
emergencies  on  slippery-wet' 
roads  as  on  dry  roads-indeec 
to  maintain  optimum  braking 
performance  almost  regards  ■ 
of  road  surface  conditions. 

SENSING  TROUBLE  BEF( 
IT  BECOMES  TROUBUI 

The  decision-making  "brain" 
die  Mercedes-Benz  Anti-lock 
Braking  System  is  an  on-boat 
computer  Electronic  sensors 
placed  at  both  front  wheels  a 
die  drive  pinion  of  die  rear  a 
are  die  system's  vital  nerve  er 

In  a  moving  car  under  n< 
mal  driving  conditions,  diost 
sensors  are  constandy  signal 
the  rotational  speed  of  the  w 
to  the  computer.  Registering 
millisecond-by-millisecond  ( 
tronic  bulletin  on  the  precis 
state  of  adhesion  between  th 
car's  tires  and  the  road  surfa< 

Then  comes  that  sudder 
emergency  The  driver  read 
danger  ahead  by  reflexively 
ting  the  brake  pedal  hard;  h 
enough,  in  a  conventional  b 
ing  system,  to  risk  locking  U] 
or  more  of  the  car's  wheels. 

But  those  electronic  ser. 


traking  action  as  often  as  10  separate  times  Presenting  wheel  lockup-and  keeping  the  car  precisely  steerable  throughout. 


Iready  detected  the  onset  of 
slip  and  alerted  the  corn- 
ed the  computer  starts 
ting  fluid  pressure  in  the 
lines.  Modulating  and 
ring  brake  pressure,  via 
>id  valves  in  the  brake  lines, 
n  as  ten  times  per  second, 
sring  lockup  of  all  four 
s  or  any  individual  wheel, 
d  thereby  allowing  the  car 
wiftly  and  smoothly  de- 
ed. Allowing  the  car  to  be 


precisely  steered  and  maneu- 
vered as  it  decelerates.  Helping 
the  driver  to  avoid  a  collision,  or 
simply  to  stay  on  the  road. 

6,000,000,000  MILES 

Mercedes-Benz  began  develop- 
ment work  on  the  principle  of 
the  anti-lock  braking  system  as  far 
back  as  1959,  first  fitted  a  working 
system  to  a  production  auto- 
mobile in  1978,  and  has  since 
seen  250,000  of  its  cars  roll  up 


over  six  billion  miles  of  experi- 
ence with  the  system  worldwide. 

Once  again  following  where 
Mercedes-Benz  has  shown  the 
way,  some  domestic  and  foreign 
makers  will  shortly  introduce 
similar  anti-lock  braking  systems 
to  America.  They  can  emulate  the 
idea.  They  cannot  emulate  this 
depth  of  experience. 

More  than  50  percent  of  the 
logic  circuitry  programmed  into 
that  on-board  computer  is  safety 
circuitry:  the  entire  system  is 
designed  to  be  electronically  self- 
checking,  constantly  monitoring 
itself  and  primed  to  shut  down 
instantly  should  a  malfunction 
ever  be  indicated.  The  cars  sepa- 
rate four-wheel  disc  brake  system 
would,  of  course,  remain  fully 
operational. 

In  terms  of  enhancing  control 
of  the  car  in  a  braking  emergency, 
the  Mercedes-Benz  Anti-lock 
Braking  System  may  be  the  best 
ally  a  driver  has  ever  had.  In 
terms  of  automotive  leadership, 
this  major  advance  underscores 
the  truth  of  die  motto  below:  for 
1985,  as  for  die  past  99  years,  die 
automobiles  of  Mercedes-Benz 
are  indeed  engineered  like  no 
odier  airs  in  die  world. 


Engineered  like  no  other 
car  in  the  world 


The  acid  test 


By  Rosemary  Brady 


Zantac  works.  It  works  well.  It 
must  be  difficult  to  conceive  of 
something  better,"  says  Paul 
Girolami,  chief  executive  of  Britain's 
Glaxo    Holdings    Pic.    He's    talking 
about  his  century-old  company's  hot- 
test product,  a  pill  that  reduces  the 
secretion  of  acid  in  the  stomach  and 
cures  ulcers.  He  promises 
some  real  competition  for 
SmithKline         Beckman's 
Tagamet,  the  world's  best- 
selling  drug. 

If  it  develops  that  way, 
SmithKline  could  be  in 
trouble.  After  introducing 
Tagamet  in  1976,  its  sales 
trebled,  profits  quintupled 
and  share  price  rose  by  six 
times,  to  a  high  of  $88.40  in 
1981.  Wall  Street  called  it 
"Tagamania." 

But  many  ulcer  doctors 
say  Zantac  is  as  good  as 
Tagamet,  and  maybe  better. 
It  has  won  more  than  40% 
of  the  British,  Spanish  and 
German  ulcer  drug  mar- 
kets, plus  75%  of  Italy, 
since  its  launch  at  the  end 
of  1981.  It  snatched  about 
25%  of  ulcer  drug  prescrip- 
tions in  its  first  year  in 
America,  quadrupling 

Glaxo's  U.S.  sales  to  $198 
million  in  the  fiscal  year 
ending  last  June. 

Glaxo  became  one  of  the 
most  actively  traded  stocks 
on  the  over-the-counter 
market  in  New  York  City 
this  past  year.  In  London, 
Glaxo's  shares  rose  from 
£2.40  four  years  ago  to 
£14.60,  split,  then  rose 
again  to  £10.25.  Profits  for 


fiscal  1984,  which  ended  June  30,  rose 
37%,  to  £256  million  ($345  million) 
on  sales  of  £1.2  billion,  and  analysts 
predict  further  30%-to-40%  profit 
gains  over  the  next  two  years.  (A  quar- 
ter of  the  volume  comes  from  a  break- 
even wholesale  business  that  Giro- 
lami wouldn't  mind  selling.) 

Who  can  blame  Girolami  for  talk- 
ing big?  "I  want  to  make  that  top 


Using  its  new  ulcer  drug  as  a  spearhead,  ld,h;op,ftma3  cot 
Britain  s  Glaxo  is  fast  becoming  a  major  pamf' as  ^ chats Din ,his  book-imed 

^  o  J  London     office.     Right     now     he's 

contender  in  the  world  drug  market,  and  number  18  in  the  *°p  2a  but  he 

,        , ,  .  ^        .   i  Tri  •  r-i        i  figures  Zantac  will  capture  half  the 

challenging  SmithKline  Beckman.  world's  uicer-dmg  market  and  puSh 

him  into  the  top   10  in  five  years. 

Of  course,  it  may  be  easier  said 

than    done.    Japanese    and    Swedish 

companies  are  expected  to  have  ulcer  | 

competitors,    too,    in    a    couple    of 

years.  As  Dominic  Freud  of  London  I 

brokers  James  Capel  puts  it:  "In  five 

years'   time,    Zantac  will   be   losing 

share  to  other  competitors.  Glaxo's  I 

[other  products]  could  be  in  decline,  i 

People  talk  about  a  product  gap  with 

Glaxo." 

Girolami  shrugs.  Ten  years  ago,  he 
says,  his  company  was  like  the  others  i 
in  Britain — good  at  inventing,  bad  at 
selling.  It  helped  pioneer  techniques 
for  making  penicillin  in  the  1940s  andj 
went  on  to  create  drugs  to  combat- 
infection,  high  blood  pressure,  asth- 
ma and  skin  diseases.  But  profits  stag- 
nated in  the  1970s  as  Glaxo  dawdled 
in  expanding  beyond  its  traditional, 
British  and  Commonwealth  market. 
It  was  1977  before  Glaxo  bought  a 
toehold  in  the  U.S.  Now  it 
is  making  up  for  lost  time. 
Says  Girolami:  "We  arei 
firmly     establishing     our. 
selves  in  markets  where  we 
were  weak  or  nonexistent.' 
Over  the  next  year,  Zantac 
goes  into  Japan  and  France 
Girolami  vows  that  Zantac 
will  never  represent  more 
than  half  of  Glaxo's  rev 
enue    (Tagamet   once   wa? 
64%  of  SmithKline's  ethil 
cal  drug  sales).  Using  Zan 
tac  to  establish  a  foothold 
he  hopes   to  broaden  th« 
market   for  Glaxo's   othe 
drugs.    A    new    injectabl 
antibiotic  awaits  FDA  ap 
proval,  and  a  new  oral  anti 
biotic  is  in  clinical  trials  ii 
Europe.  He's  also  workin 
deals  with  other  drug  com 
panies  to  fill  his  line. 

In  Glaxo's  labs  outsid 
London,  scientists  are  work 
ing  on  a  drug  to  help  sufferer 
of  migraine  headaches  an 
on  yet  another  way  of  curin 
ulcers.  Girolami  is  optimii 
tic:  "We  have  a  growing  n 
search  organization.  Touc 
wood,  it's  pretty  inventive. 
Unlike  much  of  British  ii 
dustry,  the  folks  at  Glax 
roused  themselves  from  in 
perial  torpor  before  it  vrt 
too  late.  ■ 


Paul  Girolami,  chief  executive  of  Britain's  Glaxo  Holdings 
"I  want  to  make  that  top  10." 
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The  Pace  Quickens 


D  D  Q  D 


jer  and  divestiture  specialists 
be  forgiven  if  they  become 
thless  when  they  talk  about 
[.  "Amazing  things  have  taken 
|3,"  proclaims  Roger  Miller,  man- 
g  director  of  Salomon  Brothers, 
[r  admits  that  he  didn't  see  them 
ing.  "I  thought  things  would  be 
'ling  down,"  he  says.  "I  didn't 
i  the  level  of  activity  could  con- 
)  as  high  as  it  has."  It's  no  won- 
hat  Miller  has  trouble  imagining 
;:  1985  will  be  like.  "When  we  sit 
i  and  think  about  the  future,"  he 
•rts,  "we  say  'How  could  we 
at  what  has  happened  in  the 
jwelve  months?'" 
hat  has  happened  in  the  last 
f/e  months,  to  quote  Miller's  col- 
[ue,  Salomon  vice  president 
'iael  Zimmerman,  is  "an  ongoing 
irrence  of  non-recurring  events." 
fng  them  was  the  purchase  of 
y  Oil  Co.  by  Texaco  Inc.  The 


price  tag,  $10.1  billion,  was  20  per- 
cent higher  than  that  of  the  next  larg- 
est acquisition  that  had  ever  taken 
place.  But  only  a  few  weeks  after 
that  "impossible"  acquisition  was 
announced  came  one  that  knocked 
the  investment  community  off  its 
feet:  the  $13.3  billion  purchase  of 
Gulf  Oil  Corp.  by  Standard  Oil  of 
California.  The  two  transactions 
represented,  in  the  words  of  Jeff- 
rey Berenson,  managing  director 
of  Merrill  Lynch  Capital  Markets, 
"another  quantum  leap  for  the 
merger  business." 

In  all,  there  were  21  deals  with  val- 
ues in  excess  of  $1  billion  completed 
or  announced  from  January  1, 1984 
until  mid-October,  according  to 
Securities  Data.  And  if  that  weren't 
enough,  there  were  also  213  sepa- 
rate deals  carrying  a  value  in  excess 
of  $100  million,  compared  with  143  in 
the  same  period  in  1983.  But  while 


"mega-deals"  tend  to  command 
mega-attention,  it  should  be  pointed 
out  that  acquisition  candidates  were 
in  demand  at  every  size  level. 

Financial  Entrepreneurs 

Underlying  the  statistics  are  a  num- 
ber of  important  new  trends-and  an 
acceleration  of  the  trends  that  have 
already  been  identified.  For  exam- 
ple, the  emergence  of  "financial 
entrepreneurs,"  aggressive  inves- 
tors who  scoop  up  large  blocks  of 
stock  and  try  to  unseat  manage- 
ment, is  not  a  new  phenomenon, 
but  the  power  these  individuals 
now  have  to  effect  transactions 
is  staggering. 

Indeed,  Gulf  probably  would 
not  have  been  sold,  suspect  M&D 
experts,  had  T  Boone  Pickens  Jr., 
chairman  of  Mesa  Petroleum  Co., 
not  attempted  to  do  battle  with  the 


A  FORBES  Special  Advertising  Supplement 


1/1/83-10/12/83 
|     1/1/84-10/12/84 


ALL  DEALS 


ALL  DEALS 

OVER 
$100  MILLION 


ALL  DEALS 

OVER 
$1  BILLION 


DIVESTITURES 


LEVERAGED 
BUYOUTS 


LEVERAGED 

BUYOUTS 

OVER 

$500  MILLION 


LEVERAGED 
BUYOUTS 

OVER 
$1  BILLION 


MERGER  ACTIVITY  SINCE  1983 


NOTE:  INCLUDES:  Divestitures,  Self-Tenders,  Tenders,  Pending,  and  Completed  Deals 
EXCLUDES:  Stakes,  Repurchases  and  Withdrawn  Deals. 


corporation  and  threaten  to  spin  off 
half  of  its  oil  and  gas  reserves  into  a 
royalty  trust.  Unwilling  to  let  that 
happen,  James  Lee,  Gulf's  chief 
executive,  was  forced  to  seek  a 
white  knight  in  Socal.  The  chain  of 
events  "is  something  that  any  sane 
practitioner  of  this  art  would  have 
believed  impossible  five  years  ago," 
says  Merrill  Lynch's  Berenson.  Simi- 
larly, beleaguered  St.  Regis  Corp., 
which  had  just  fended  off  an  attack 
by  Sir  James  Goldsmith,  a  Euro- 
pean financier,  decided  to  merge 
with  Champion  International  Corp. 
this  summer  rather  than  go  a  round 
with  Rupert  Murdoch. 

These  names  are  familiar  enough. 
The  cast  of  characters  also  includes 
Irwin  Jacobs,  whose  most  recent  ad- 
venture was  threatening  a  takeover 


battle  for  Walt  Disney  Productions, 
Carl  Icahn,  Victor  Posner  and  Saul 
Steinberg.  "Years  ago  in  a  takeover, 
you  had  a  corporate  buyer  and  a  cor- 
porate seller,"  remembers  Frank  Rich- 
ardson, head  of  Bear  Stearns  &  Co.'s 
M&A  effort.  "Now  takeovers  are 
conceived  in  terms  of  an  individual. 
It's  the  individual  coming  in  and 
basically  exploiting  the  corporate 
public  entity."  With  all  the  drama  and 
clash  of  wills,  M&A  "has  become 
the  best  sport  around,"  Richardson 
contends. 

Richardson  believes  that  corpora- 
tions become  more  vulnerable  to 
attack  as  they  get  larger.  "They  tend 
to  get  in  the  hands  of  professional 
managers  who  don't  own  stock  and 
who  start  doing  things  that  aren't 
necessarily  in  the  best  interest  of 


stockholders,"  he  points  out.  That 
leaves  the  door  open  for  someone 
who  wants  to  champion  sharehold 
ers'  economic  rights. 

In  addition,  "One  of  the  main 
events  this  year  has  been  the 
access  of  acquirors  to  capital," 
asserts  Frederick  Joseph,  head 
of  corporate  finance  for  Drexel 
Burnham  Lambert.  His  firm,  the 
leading  underwriter  of  low-rated, 
high-yield  bonds,  "has  been  the 
focal  point  on  making  capital  avails 
ble  to  the  guys  who  want  to  acquire 
companies,"  he  notes.  And  Josepr  . 
who  has  worked  with  Pickens  on 
Gulf,  Jacobs  on  Disney  and  Gold- 
smith in  his  struggle  for  Continents 
Group,  expects  the  aggressivenes 
on  the  part  of  acquirors  to  accelera 
in  the  future  as  capital  continues  tc 


Malone  &  Hyde,  Inc. 

has  been  acquired  by 

Pittco  Acquisition  Corporation 

a  corporation  formed  by 

Kohlberg  Kravis  Roberts  &  Co. 


The  undersigned  acted  as  financial  advisor  to 
Malone  &  Hyde,  Inc.  in  this  transaction. 


Kidder,  Peabody  &  Co. 

Incorporated 


Cole  National  Corporation 

has  been  acquired  by 

Kohlberg  Kravis  Roberts  &  Co. 


The  undersigned  acted  as  financial  advisor  to 
Cole  National  Corporation  in  this  transaction. 


Kidder,  Peabody  &  Co. 

Incorporated 


be  available,  but  investment  oppor- 
tunities are  limited. 

Moreover,  the  ways  in  which 
some  of  these  unwanted  suitors 
attempt  their  unsolicited  takeovers 
are  significant.  M&D  experts  claim 
that  there  have  been  fewer  hostile 
bids  in  recent  months,  and  they  sug- 
gest that  a  major  reason,  apart  from 
higher  stock  prices,  is  the  unwill- 
ingness of  predators  to  pay  a  pre- 
mium to  shareholders.  What  they 
do,  relates  Ralph  Watts,  first  vice 
president  of  Smith  Barney,  Harris 
Upham  &  Co.,  is  file  their  13D  (which 
indicates  that  they  have  passed  the 
5  percent  threshold)  and  "creep,"  or 
continue  to  accumulate  stock.  "By  at- 
tracting visibility  and  stirring  up  mar- 
kets, they  create  all  sorts  of  pressures 
within  the  company,"  says  Watts.  It 
is  at  this  point  that  many  companies 
consider  being  rescued  by  a  "white 
knight"  or  paying  off  the  predator 
with  "greenmail"  (see  page  12). 

Strategic  Buying 

Another  trend  that  has  become 
much  more  visible  in  recent  months 
is  the  desire  of  a  number  of  compan- 
ies to  alter  their  business  mix  by  way 
of  acquisition.  "It's  a  strategic  type 
of  acquisition,"  explains  W  Peter 
Slusser,  head  of  Paine  Webber's 
M&A  group,  who  goes  on  to  point 
out  that  the  companies  can  take 
either  a  minority  or  a  majority  posi- 
tion. Most  of  the  activity  has  been 
in  electronics  lately:  Slusser  cites 


Gould's  attempt  to  change  its  iden- 
tity from  an  electrical  equipment  to 
an  electronics  company  through 
acquisitions;  Square  D  Co.'s  pur- 
chase of  a  whole  group  of  electron- 
ics companies  in  order  to  gain  about 
$300  million  in  revenues  and  estab- 
lish itself  as  an  important  factor  in 
electronics;  and  Westinghouse  Elec- 
tric Corp.'s  entry  into  robotics  through 
the  acquisition  of  Unimation,  a  lead- 
ing manufacturer. 

But  the  most  noteworthy  devel- 
opments in  this  area  in  1984,  of 
course,  were  International  Business 
Machines  Corp.'s  announcement 
that  it  planned  to  acquire,  for  $1.26 
billion,  Rolm  Corp.,  a  telephone 
switch-maker,  in  which  it  already  had 
a  23  percent  stake,  and  General 
Motors  Corp.'s  proposed  acquisition 
of  Electronic  Data  Systems  Corp.  for 
$2.5  billion.  GM,  observes  Salomon's 
Miller,  "is  buying  a  company  way  out 
of  its  line  of  business  for  strategic 
reasons." 

IBM's  move,  for  its  part,  marked 
the  first  time  in  more  than  twenty 
years  that  the  organization  had 
taken  100  percent  control  of  another 
company,  and  gave  rise  to  specula- 
tion that  Intel,  a  chip  maker  that  is 
currently  20  percent  owned  by  IBM, 
would  be  next.  More  importantly, 
however,  Rolm  will  give  IBM  access 
to  the  technology  that  it  is  lacking 
and  enable  the  company  to  compete 
more  effectively  with  AT&T. 

Peter  Goodson,  Kidder,  Peabody 
&  Co.'s  M&A  head,  thinks  that  more 
and  more  acquirors  will  opt  for 
minority  investments  before  they  go 
all  the  way.  "You  get  to  know  each 
other,"  he  reasons.  "You  find  out  if 
there's  a  way  to  co-exist.  You  can 
merge  or  you  can  just  continue  to  do 
what  you're  doing."  And  given  the 
fact  that  "the  great  creative  entre- 
preneurial mind"  doesn't  always 
thrive  in  a  large  corporation,  this 
type  of  arrangement  is  a  "cautious" 
way  to  proceed  when  a  small  com- 
pany is  the  target,  adds  Goodson. 

At  the  same  time,  however,  there 
is  a  growing  desire  on  the  part  of 
many  companies  to  go  the  other 
way:  to  divest  themselves  of  unre- 
lated, unprofitable  or  unmanageable 
operations.  "I  don't  think  that  since 
late  1974  to  early  1976  have  we  been 


in  a  period  when  there  has  been  | 
much  for  sale,"  says  Bear  Steam 
Richardson.  John  Herrmann,  Jr., 
managing  director  of  Lehman  Bn 
ers  and  head  of  its  divestiture 
group,  agrees.  "The  divestiture  t 
ness  is  as  active  as  I've  ever  seei 
it,"  he  proclaims.  "We  have  a  bac 
log  of  businesses  that  we're  sellii 
Herrmann  believes  that  this  \rt 
really  started  during  the  last  dowi 
turn  in  the  business  cycle,  when 
companies  decided  to  prune  the 
businesses  that  were  not  doing  v 
and  to  redeploy  the  capital  in  the 
major  areas  of  concentration.  "W 
we're  seeing  now,"  he  points  out 
a  follow-up  of  priorities  that  were 
at  that  time  as  part  of  corporate 
plans."  Herrmann  notices,  too,  tf 
many  large  corporations  are  cor 
ing  to  the  realization  that  it's  ver> 
ficult  for  them  to  manage  smallei 
businesses.  What  the  investmeo 
community  is  seeing  for  sale  the 
days,  he  reports,  is  a  lot  of  medii 
size  and  smaller  companies  ($1C 
million  and  under),  as  well  as  Ian 
corporations. 

LBOs 

Herrmann  goes  on  to  point  out  t  I 
the  popularity  of  leveraged  buyc 
and  the  aggressiveness  of  lever 
aged  buyout  groups  is  "adding 
fuel  to  the  fire-managements  s<  I 
the  possibility  of  being  able  to  ol  I 
prices  for  even  their  most  medic 
businesses  that  are  not  availabl  I 
them  from  competitors  or  synen  t\ 
acquirors."  Indeed,  an  increasir  jr 
proportion  of  divestitures-more  ij 
one-quarter,  by  some  estimates  I 
now  being  done  as  leveraged  b 
outs,  those  heavily-financed  put  I 
chases  of  public  companies  by  | 
managements  and  private  inve.'  j 

That  LBOs  have  become  a 
real  alternative  for  a  divestiture  i 
new  development,  acknowledg 
Salomon's  Zimmerman.  "A  fev 
years  ago,"  he  recalls,  "you  wc 
have  always  thought  about  a  tr  4 
party  sale.  LBOs  were  typically  k 
buyer  of  last  resort.  If  you  could 
find  a  third-party  buyer,  you  wc 
structure  something  and  sell  it  t 
management."  Today,  by  contrc  i 
Zimmerman  "automatically"  th 
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General  Motors  Corporation 


has  acquired 


Electronic  Data  Systems  Corporation 


The  undersigned  acted  as  financial  advisor  to 
General  Motors  Corporation  in  this  transaction. 


Salomon  Brothers  Inc 


One  New  York  Plaza,  New  York,  New  York  10004 

Atlanta,  Boston,  Chicago,  Dallas,  London  (affiliate) 

Los  Angeles,  San  Francisco,  Tokyo  (affiliate) 

Member  of  Major  Securities  and  Commodities  Exchanges. 


about  accomplishing  a  divestiture  as 
an  LBO,  especially  if  it  is  in  the  kind 
of  activity  that  lends  itself  to  one:  "an 
ongoing  long-run  fundamental  busi- 
ness that  is  not  very  glamorous  but 
pays  the  rent." 

The  LBO  business  is  booming-62 
LBOs  were  announced  in  the  first 
ten  and  one-half  months  of  this  year 
compared  with  only  30  for  the  same 
period  the  year  before.  One  reason, 


to  be  sure,  is  that  "there  is  more 
money  available  than  ever  before, 
both  from  banks  and  institutions," 
relates  Jeffrey  Kenner,  president  of 
CM  Capital  Corp.,  the  LBO  arm  of 
Carl  Marks  &  Co.  Yet  Kenner  and 
others  in  the  LBO  business  have 
noticed  that  the  banks,  the  primary 
sources  of  funds  for  LBOs,  are  tend- 
ing to  look  at  potential  buyouts  with 
a  more  critical  eye.  "When  Conti- 


Texaco  Inc 


has  purchased  the  holdings  ol  the  founder 
and  minority  shareholders  of  its  subsidiary 

Cable  Enterprises  Inc. 

in  conjunction  with  the  recent  sale  of 

ESPN 

(Entertainment  and  Sports  Programming  Network) 


Dart  &  Kraft,  Inc. 


has  sold  the  business  of  the 
Plastic  Specialties  Sector  to 


Plastic  Specialties  and 
Technologies,  Inc. 

in  a  leveraged  buyout 


Heritage  Communications,lnc. 
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Da-Lite  Screen  Company,  Inc. 


Eastman  Kodak  Company 


has  made  a  minority  equity 
investment  in  each  of 


ICN  Pharmaceuticals,  Inc. 


Viratek,  Inc. 


Beck/Arnley  Corp. 


has  been  acquired  by  an  indirect 
vvholly-owned  subsidiary  of 


Guest  Keen  &  Nettlefolds  pic 


Horizon  Health  Corporation 


has  merged  with 


Republic  Health  Corporation 


Prudential-Bache 
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nental  Illinois  had  its  problems  anc 
there  were  rumors  about  other  bar 
some  of  them  retrenched  a  little  bit 
reports  Kenner.  But  he  insists  that 
this  development  has  not  had  a  sir. 
nificant  or  adverse  impact  on  the 
business.  "The  deals  that  make 
sense  still  make  sense,"  he  emph; 
sizes.  "The  deals  that  don't  make 
sense  will  find  it  more  difficult  to 
get  financing." 

Joseph  Rice,  managing  partner 
Clayton  &  Dubilier,  a  private  invesi 
ment  firm  specializing  in  leverage 
buyouts,  and  one  of  the  original 
designers  of  the  LBO  concept,  als 
views  the  increasing  conservatisn 
of  banks  as  a  positive  trend.  "It  he 
gotten  to  the  point  where  it  was  lik 
the  great  South  Sea  bubble,"  he  e 
serfs.  "If  we  had  continued  at  thai 
pace,  something  would  have  gom 
wrong." 

Still,  a  very  high  proportion 
of  the  LBOs  that  are  proposed  an 
never  completed-Kidder,  Peabod 
Goodson  puts  the  figure  as  high  i 
70  percent.  A  major  reason,  Gooc 
son  says,  is  that  they're  poorly 
planned  and  can't  get  financing 
many  cases,  he  goes  on  to  explai 
they've  been  conceived  by  an  ine 
perienced  promoter  "who  has  to 
wander  the  countryside  to  scrape 
together  the  money."  Those  firms 
with  equity  and  real  experience  ir 
the  marketplace  close  more  tham 
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e  assisted  in  the  following  merger  and  acquisition  transactions  over  the  last  12  months. 

Approximate 

Other  Party 

Transaction 

PaineWebber  Client 

To  The  Transaction 

PaineWebber's  Role 

Value 

InterNorth.  Inc. 

Belco  Petroleum  Corporation 

Financial  Advisor,  Dealer  Manager 

$765,000,000 

Dr  Pepper  Company 

Forstmann  Little  &  Co. 

Opinion 

525,000,000 

First  Interstate  Bancorp 

Commercial  Alliance  Corporation 

Initiator,  Financial  Advisor 

200,000,000 

Ranchers  Exploration  and 

Hecla  Mining  Company 

Financial  Advisor 

175,000,000 

Development  Corp. 

Blue  Chip  Stamps 

Berkshire  Hathaway.  Inc. 

Opinion 

153,000,000 

The  Valeron  Corporation 

GTE  Corporation 

Initiator,  Financial  Advisor 

146,000,000 

Call-Chronicle  Newspapers.  Inc. 

The  Times  Mirror  Company 

Purchaser  Representative,  Opinion 

108,000,000 

Area  Communications,  Inc. 

Continental  Cablevision,  Inc. 

Initiator,  Financial  Advisor 

106,000,000 

Sooner  Federal 

H.  F.  Ahmanson  &  Co. 

Initiator,  Financial  Advisor,  Opinion 

82,000.000 

Savings  &  Loan  Association 

Sullair  Corporation 

Sundstrand  Corporation 

Financial  Advisor,  Opinion 

74,000,000 

Clausing  Corporation 

Rexnord  Inc. 

Initiator,  Financial  Advisor.  Opinion 

70,000,000 

Michigan  Sugar  Company 

Savannah  Foods  &  Industries,  Inc. 

Financial  Advisor 

65,000.000 

Union  Electric  Steel  Corporation 

A  mpco- Pitts  burgh  Corporation 

Financial  Advisor  to  the  Wallace 

60,000,000 

Voting  Trusts 

and  Harrer  Family  Voting  Trusts 

Bristol  Corporation 

W-H  Corporation 

Initiator,  Financial  Advisor,  Opinion 

43,000,000 

Weeks  Petroleum  Limited 

Energy  Minerals  Corp. 

Financial  Advisor 

40,500,000 

Computer  Corporation  of  America 

Crownx.  Inc. 

Initiator,  Financial  Advisor 

40,000,000 

Mallinekrodt,  Inc., 

Carlin  Foods  Corporation 

Initiator,  Financial  Advisor 

40,000,000 

Food  Ingredient  Businesses 

Tannetics,  Inc. 

Investor  Group 

Opinion 

40.000,000 

Atlantic  Financial  Federal 

San  Francisco  Bancorp 

Financial  Advisor 

40,000,000 

Surgicare  Corporation 

Medical  21  Corp. 

Opinion 

38,000,000 

Perini  Corporation. 

Perini  Corporation  Shareholders 

Initiator.  Financial  Advisor 

35,000,000 

Perini  Investment  Properties.  Inc. 

Subsidiary 

Meenan  Oil  Co..  Inc. 

Investor  Group 

Opinion 

30,000.000 

Los  Alamitos  Race  Course 

Hollywood  Park  Realty  Enterprises,  Inc. 

Opinion 

27.000,000 

AGO  Holding.  N.V. 

Life  Investors  Inc. 

Otis  Premium  Threading  Service 

Dealer  Manager 
Financial  Advisor 

22,000,000 

Vallourec,  S.A. 

18,000,000 

(div.  of  Otis  Engineering  Corp., 

a  subsidiary  of  Halliburton  Company) 

Georgia-Pacific  Corporation. 

Turner  Furniture  Companies,  Inc. 

Initiator,  Financial  Advisor 

16,000,000 

Williams  Furniture  Division 

Transamerica  Realty  Investors 

Investor  Group 

Financial  Advisor,  Opinion 

14,000,000 

Integrated  Energy,  Inc. 

MCO  Resources,  Inc. 

Financial  Advisor 

13,500.000 

Encino  Energy  and 

Houston  Oil  Fields  Company 

Opinion 

9.000,000 

Development 

Security-Peoples  Trust  Co. 

Pennbancorp 

Opinion 

7.400.000 

Charan  Industries,  Inc. 

Investor  Group 

Financial  Advisor,  Opinion 

5.000,000 

Winfield  Industries 

Investor  Group 

Initiator,  Financial  Advisor 

4,000,000 

Fortune  National  Corp. 

American  Capitol 
Insurance  Company 

Dealer  Manager 

2,400,000 

American  International 

Investor  Group 

Initiator.  Financial  Advisor 

** 

Manufacturing  Corporation 

Augat  Inc. 

Telzon  Inc 

Initiator 

** 

Magic  Chef,  Inc. 

Toastmaster  Holding  Co. 

Initiator.  Financial  Advisor 

** 

Medeco  Security  Locks,  Inc. 

Hillenbrand  Industries,  Inc. 

Initiator,  Financial  Advisor 

** 

W.  H.  Nichols  Company 

Parker-Hannifin  Corporation 

Initiator,  Financial  Advisor 

** 

Port  Huron  and  Detroit  Railroad 

Chessie  System  Railroads 

Initiator,  Financial  Advisor 

** 

Company 

Shelby  Steel,  Inc. 

Investor  Group 

Initiator.  Financial  Advisor,  Investor 

** 

SmithKline  Beckman  Corporation, 

Emerson  Electric  Co. 

Financial  Advisor 

** 

Industrial  Businesses 

Square  D  Company, 

Investor  Group 

Financial  Advisor 

** 

Afco  Products,  Inc.  Subsidiary 

Square  D  Company 

K-B  Denver,  Inc. 

Initiator,  Financial  Advisor 

** 

Square  D  Company, 

Investor  Group 

Financial  Advisor 

** 

Magnets  Division 

*  In  process 

**  Not  publicly 

t  Client  of  Rotan  Mosle,  Inc., 

disclosed 

a  Subsidiary  of  PaineWebber 

PaineVfebber 


Incorporated 

For  more  information  call: 
V.  Peter  Slusser  212-730-4887,  Carole  Lewis  Anderson  212-730-4827,  or  Robert  A.  Hastings  212-730-2992 


percent  of  the  deals  they  propose, 
Goodson  adds. 

But  a  second  reason  many  LBOs 
don't  get  done  is  that  they  typically 
take  at  least  three  to  six  months  to 
close.  (Merrill  Lynch's  Berenson 
says  he  is  working  on  one  now  that 
is  entering  its  eleventh  month.)  It 
takes  that  long  to  get  the  financing 
and  to  provide  all  the  documentation 
that  the  Securities  &  Exchange 
Commission  requires.  Anything  can 
happen  during  that  period,  and  fre- 
quently it  does:  The  price  is  topped 
by  an  outside  bidder.  "You  never 
know  who  is  out  there  and  what  their 
economic  or  non-economic  reasons 
are  for  bidding  for  the  company," 
says  Robert  Willard,  managing 
director  of  Prudential-Bache  Securi- 
ties' M&A  and  leveraged  buyout 
group.  "They  may  see  more  value 
than  even  the  management  inside 
the  company  sees." 

Willard  gives  Esmark  Inc.  as  a 
"double"  example.  After  David 
Mahoney  made  a  $1 .1  billion  bid  to 
take  Norton  Simon  Inc.  private  as  an 
LBO  in  June  1983,  Esmark  came 
along  and  offered  a  higher  price. 
Almost  one  year  later,  Esmark  itself 
was  proposed  by  chairman  Donald 
Kelly  as  an  LBO.  "Along  comes 
Beatrice,"  recounts  Willard,  "who 
tops  them  with  a  higher  offer  and 
ends  up  with  Esmark  which  contains 
Norton  Simon."  As  a  result,  he  sums 
up,  "neither  of  those  two  block- 
busters ever  got  done  as  LBOs." 


There  is  a  way  around  this,  how- 
ever. Peter  Solomon,  chairman  of 
Lehman  Brothers'  M&A  department, 
says, "You  simply  wake  up  in  the  morn- 
ing and  tender  for  the  company  and 
refinance  it  later."  Since  a  tender 
offer  only  takes  about  15  or  30  days 
to  close,  there's  far  less  risk  of  be- 
ing outbid.  And  the  company  can  be 
recapitalized  later  in  whatever  fash- 
ion the  investor  group  desires. 

A  cash  tender  before  a  leveraged 
buyout  was  what  Kohlberg  Kravis 
Roberts  &  Co.,  a  leading  leveraged 
buyout  advisory  firm,  had  done  with 
Malone  &  Hyde,  points  out  Solomon: 
It  bought  the  business  with  its  own 
money  and  intended  to  refinance  it 
later.  Although  the  strategy  has  also 
been  used  for  other  transactions, 
including  Amerace  Corp.  and  Pay  'n 
Save,  it  clearly  can't  be  used  by 
everyone:  Access  to  a  huge  pool  of 
capital  is  essential.  (KKR  has  a  bil- 
lion-dollar fund.)  But  Solomon  notes 
that  several  investment  banking 
firms  do  have  sufficient  capital  to  act 
as  principal  in  these  kinds  of  trans- 
actions, and  that  Lehman  Brothers' 
connection  with  Shearson/American 
Express  will  probably  enable  his 
group  to  do  it,  too. 

Consortium  Bids 

Another  new  wrinkle  in  the  LBO 
business  is  the  consortium  bid. 
As  Kidder,  Peabody's  Goodson 
describes  it,  a  friendly  consortium 
is  backed  by  a  leveraged  buyout 
group  that  takes  the  principal  asset 
-a  healthy  business  that  can  be 
financed  as  a  leveraged  buyout-and 
the  other  businesses  are  sold  off.  He 
gives  the  examples  of  ACF,  which 
wanted  to  do  an  LBO  and  got  a  good 
price  from  Joy  Manufacturing  for 
WKM,  one  of  its  assets,  and  of  City 
Investing,  which  is  in  the  process  of 
selling  certain  pieces  upfront  to  cre- 
ate value  for  its  shareholders. 

Geared  to  a  multibusiness  struc- 
ture that  is  undervalued  by  the  mar- 
ketplace-"the  conglomerate  of  the 
1970s  is  the  consortium  bid  of  1985," 
he  maintains-a  consortium  bid, 
claims  Goodson,  is  "an  everybody- 
win  situation.  It's  selling  the  logical 
business  upfront  in  the  right  places 
to  create  a  value  for  the  stockhold- 
ers. It's  shifting  ownership  of  the 


ongoing  enterprise  to  private  hanc , 
It  will  take  a  couple  of  deals  for  the  j 
concept  to  catch  on,"  Goodson 
concludes,  "but  it  will  be  1985's 
major  topic." 

Other  M&D  specialists  sound 
equally  enthusiastic.  "We  are  all 
thinking  more  about  consortium  p 
chases,"  acknowledges  Michael 
Hoffman,  co-director  of  M&A  for 
Smith  Barney,  Harris  Upham.  He 
reveals  that  he  is  now  putting  to- 
gether a  consortium  purchase  for 
Ambac,  a  piece  of  Baldwin-Unitec 
and  is  also  seeking  buyers  for  a 
company  with  both  broadcasting 
and  publishing  properties.  "Logi- 
cally, the  way  to  maximize  value 
would  be  to  put  a  buyer  for  the 
broadcasting  piece  together  with 
a  buyer  for  the  publishing  piece," 
Hoffman  says.  He  notes,  too,  that 
a  consortium  bid  would  work  well 
G.D.  Searle  &  Co.,  which  is  currei 
ly  up  for  sale  and  which  includes 
both  a  pharmaceutical  and  an 
aspartame  division. 

Merrill  Lynch  M&A  chief 
Ken  Miller,  for  his  part,  considers 
joint  bids  "the  wave  of  the  future,' 
and  expects  his  firm  to  do  a  "fair' 
amount  of  this  business.  He  repo; 
that  he  is  currently  working  on  md 
than  a  handful  of  situations  when 
"if  we  can  find  the  missing  piece-f 
the  missing  buyer-we  are  ready! 
make  a  proposal."  In  Miller's  view 
consortium  bid  provides  acquiror 


DDDD 


3 


January  6,  1984 


Pursuant  to  a  plan  of  liquidation 

Gulf  United  Corporation 

has  sold  its  insurance  operations 
to 

American  General  Corporation 

and  plans  to  distribute  to  its  common  shareholders 

American  General  Corporation  securities 

received  in  the  sale  and  the  shares 

of  its  wholly  owned  subsidiary 

Gulf  Broadcast  Company 


The  undersigned  acted  as  financial  advisor  to 
Gulf  United  Corporation. 


tnith  Barney,  Harris  Upham  &  Co. 

Incorporated 


July  19,  1984 


Dart  Drug  Corporation 

has  sold  its 

Drug  Store  Division 

to 

Dart  Drug  Stores,  Inc. 


a  new  company  formed  by 
the  management  of  the  Drug  Store  Division. 


e  undersigned  assisted  in  the  negotiations,  acted  as  financial 
idvisor  to  Dart  Drug  Corporation  and  Dart  Drug  Stores,  Inc. 
and  structured  and  arranged  the  financing  for 
this  leveraged  buyout  transaction. 


tnith  Barney,  Harris  Upham  &  Co. 

Incorporated 


May  4,  1984 


Damson  Oil  Corporation 

and 
Affiliated  Damson  Limited  Partnerships 

have  acquired  approximately  96%  of  the 
outstanding  Common  Stock  of 

Dorchester  Gas  Corporation 


The  undersigned  initiated  this  transaction,  assisted 

Damson  Oil  Corporation  in  the  negotiations  and 

acted  as  Dealer  Manager  of  its  tender  offer. 


Smith  Barney,  Harris  Upham  &  Co. 

Incorporated 


March  23,  1984 


Kaneb  Services,  Inc. 


has  acquired  through  merger 


Moran  Energy  Inc. 


The  undersigned  initiated  this  transaction,  assisted  in  the 

negotiations  and  acted  as  financial  advisor  to 

Kaneb  Services,  Inc. 


Smith  Barney,  Harris  Upham  &  Co. 

Incorporated 


Texas  Eastern  Corporation 


has  acquired 


Petrolane  Incorporated 


The  undersigned  initiated  this  transaction 
and  assisted  both  parties. 


mm  The  First  Boston  Corporation 


November,  1984 


Unimar  Company 

a  General  Partnership  whose  partners  are  subsidiaries  of 

Allied  Corporation 

and 

Ultramar  PLC 

has  acquired 

ENSTAR  Corporation 

The  undersigned  acted  as  financial  advisor  to  Unimar  Company 
and  Dealer  Manager  of  its  tender  offer. 


||i)  The  First  Boston  Corpora 


November,  1984 


Mercantile  Texas  Corporation 

and 

Southwest  Bancshares,  Inc. 


have  combined  to  form 


MCorp 


The  undersigned  acted  as  financial  advisor  to 
Mercantile  Texas  Corporation. 


I  The  First  Boston  Corporation 


November,  1984 


PSFS 

has  acquired 

the  mortgage  banking  operation 

of 

First  Anaheim  Corporatioi 


The  undersigned  acted  as  financial  advisor  to 
PSFS. 


mm  The  First  Boston  Corpon  ] 


November,  1984 


Danaher  Corporation 


(formerly  DMG,  Inc.) 


has  acquired 


The  Mohawk  Rubber  Company 


The  undersigned  acted  as  financial  advisor  to 
Danaher  Corporation. 


1  The  First  Boston  Corporation 

November,  1984 


Allied  Corporation 

has  sold  its  wholly-owned  subsidiary 

Hi-Pure  Chemicals,  Inc. 

to 

Olin  Corporation 


The  undersigned  acted  as  financial  advisor  to 
Allied  Corporation. 


||i)  The  First  Boston  Corpoi 


November,  1984 


BancOhio  Corporation 


has  been  acquired  by 


National  City  Corporation 


The  undersigned  acted  as  financial  advisor  to 
BancOhio  Corporation. 


The  First  Boston  Corporation 


RaceCo,  Inc. 

A  newly-formed  privately  held  company 

organized  by  First  Boston,  Inc. 

has  acquired 

Amerace  Corporation 


The  undersigned  initiated  this  leveraged  buyout  transaction,  arranged  the  financing, 

acted  as  dealer  manager  of  the  RaceCo,  Inc. f  Amerace  Corporation  joint 

tender  offer  and  is  an  equity  investor  in  RaceCo,  Inc. 


1  The  First  Boston  Corporation 

November,  1984 


Saxon  Industries,  Inc. 

has  sold 

nda  Cup  &  Container  Group 

to 

The  Fonda  Group,  Inc. 


undersigned  initiated  this  transaction  and  acted  as  financial  advisor  to 
Saxon  Indus  tries,  Inc. 


The  First  Boston  Corporation 


Fidelity  of  Oklahoma,  Inc. 


has  been  acquired  by 


BancOklahoma  Corp. 


The  undersigned  acted  as  financial  advisor  to 
Fidelity  of  Oklahoma,  Inc. 


Si)  The  First  Boston  Corporation 


November,  1984 


anseco  Insurance  Company 

an  indirect  wholly-owned  subsidiary  of 

fohn  Hancock  Mutual  Life 
Insurance  Company 

has  acquired 

ird  Mutual  Insurance  Company 

undersigned  initiated  this  transaction  and  acted  as  financial  advisor  to 
Hanseco  Insurance  Company. 

The  First  Boston  Corporation 


Aegis  Corporation 


has  been  acquired  by 


Minstar,  Inc. 


The  undersigned  acted  as  financial  advisor  to 
A  egis  Corporation. 


I  The  First  Boston  Corporation 


November,  1984 


First  Boston 

Park  Avenue  Plaza   ■   New  York,  NY  1 0055   •   (212)909-2000 
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More  Trends 


with  a  "strategic  advantage"  over 
the  competition  because  they're 
already  launched  when  everyone 
else  is  still  contemplating  the  situa- 
tion. "If  there  are  two  partners  and 
each  part  of  the  target  makes  sense," 
concludes  Miller,  "they  have  a  tre- 
mendous inside  track  and  likelihood 
of  prevailing." 

Of  course,  no  discussion  of 
current  trends  in  LBOs  would  be 
complete  without  mention  of  the 
employee  stock  ownership  plan 
(ESOP)  as  a  tool  for  companies  to 
do  leveraged  buyouts.  With  the  tax 
advantages  of  ESOP  LBOs -which 
include  the  ability  to  use  pre-tax 
dollars  to  pay  off  the  debt,  and  for 
lenders,  the  fact  that  approximate- 
ly half  of  the  loan  is  tax  free-Pru- 
Bache's  Willard  expects  to  see  more 
of  them  in  the  near  term.  (He  dis- 
closes that  he  is  working  on  several 
right  now.)  Smith  Barney's  Hoffman 
agrees,  but  he  points  out  that  they 
work  best  for  people-intensive  busi- 
nesses where  there  are  high  sala- 
ries. "They  don't  work  at  all  if  you 
don't  have  a  high  employee  contri- 
bution," he  notes,  "as  in  a  very  capi- 
tal intensive  business  with  no 
employees,  such  as  oil  and  gas." 
Colleague  Ralph  Watts  adds  that 
some  banks  have  very  big  leasing 
activities  that  create  tremendous  tax 
shelters  for  them.  "They  don't  need 
the  tax  break,"  he  points  out,  "so 
they're  less  inclined  to  pass  the 
break  along  to  you." 


Other  trends  to  be  aware  of  on  the 
M&D  front: 

■  The  sale  of  the  family  busi- 
ness. Both  John  Herrmann  and 
Peter  Solomon  of  Lehman  Brothers 
have  noticed  that  a  number  of  the 
family-owned  businesses  that 
sprang  up  in  the  1930s  and  1940s 
are  finally  up  for  sale-and  not 
because  of  a  family  falling  out.  As 
Solomon  points  out,  "it's  a  sociologi- 
cal thing."  For  years,  he  says,  many 
of  these  businesses  were  held 
together  by  the  fact  that  "grandpa, 
who  is  still  alive,  started  the  busi- 
ness, and  uncle  is  still  running  it. 
Now  there's  professional  manage- 
ment and  great  grandpa  is  dead. 
They  can  sell  the  business,  and  it's 
not  like  breaking  up  the  family." 
While  Carnation  and  Searle  are  well- 
known  examples,  Herrmann  notes 
that  this  is  happening  to  companies 
of  all  sizes.  He  reports  that  four  of 
these  situations  came  into  his  shop 
during  just  one  week  in  September, 
and  expects  them  to  become  more 
and  more  prevalent. 

■  The  coming  shakeout  in 
high-technology.  Investment  bank- 
ers are  getting  ready  for  a  spate  of 
deals  in  the  high-technology  realm, 
particularly  for  companies  that  went 
public  a  few  years  ago  with  a  single 
product  line  and  enjoyed  being  a 
darling  of  Wall  Street  for  a  brief  spell. 
"They're  disappointed,"  observes 
Kidder,  Peabody'sGoodson. 
"They've  reached  a  certain  size 

of  entrepreneurial  limitation  and 
because  of  product  scope  and 
inability  to  finance  without  equity, 
it's  very  difficult  for  them  to  see  a 
future."  In  addition  to  high-tech,  mer- 
gers should  continue  in  the  financial 
services  area,  forecast  the  experts, 
as  well  as  in  foods,  forest  products 
and  oils. 

■  More  in  the  way  of  merchant 
banking.  "You  see  so  many  good 
deals,"  says  Smith  Barney's  Watts. 
"You  have  to  ask  yourself  why  an 
investment  banking  firm  didn't  take 
a  piece."  In  fact,  an  increasing  num- 
ber of  firms  are  putting  their  money 
on  the  line.  The  most-active  list 
includes  Merrill  Lynch,  First  Boston, 
Morgan  Stanley  and  Goldman 


Sachs.  Watts,  who  reports  that 
Smith  Barney  is  beginning  to  put 
money  into  some  of  its  deals,  ex- 
pects to  see  more  compensation 
schedules  structured  so  that  invest- 
ment banking  firms  get  part  of  their 
fee  in  cash  and  part  in  stock  of  the 
company.  In  his  opinion,  "it  lends 
credibility  to  the  transaction  when 
the  investment  banking  firm  is 
assisting  management  in  arrang- 
ing the  financing." 

An  Update  on  Defense 

"The  best  defense,"  according  to 
Roger  Miller,  managing  director  of 
Salomon  Brothers,  "is  to  run  your 
company  so  well  that  no  one  can 
afford  to  take  you  over.  Number  two 
is  to  run  it  so  badly,  to  build  up  an 
unfunded  pension  liability  that  is  so 
huge,  that  you  walk  the  fine  line  be- 
tween bankruptcy  and  remaining 
independent." 

Assuming  that  a  company  isn't 
so  strong  as  to  be  impenetrable  and 
isn't  interested  in  putting  itself  near 
bankruptcy,  there  is  a  dazzling  array 
of  strategies  it  can  choose  from  to 
fend  off  an  unwanted  suitor.  Green- 
mail,  golden  parachutes  and  shark 
repellents,  to  name  just  a  few,  are 
familiar  enough  to  readers  of  the 
financial  press.  Unfortunately,  few 
of  these  anti-takeover  devices  are 
palatable-even  to  the  people  who 
employ  them-and  many  of  them 
simply  don't  work. 

Take  greenmail,  the  practice 
of  paying  a  premium  price  to  buy 
back  the  shares  of  an  unwanted  ac- 
quiror. The  very  word  seems  to 
evoke  anger  among  members  of 
the  investment  banking  community. 
"Extortion,"  insists  Peter  Solomon, 
chairman  of  Lehman  Brothers'  M&/ 
department.  "Unfair,  unjust,  wrong,' 
proclaims  Kidder,  Peabody  &  Co.'s 
mergers  and  acquisitions  chief  Pete 


D  D  □  0 


Electronic  Data  Systems  Corporation 


has  merged  with 
a  wholly  owned  subsidiary  of 


General  Motors  Corporation 


The  undersigned  acted  as  financial  advisor  to 
Electronic  Data  Systems  Corporation. 


Lazard  Freres  &  Co. 


October  23,  1984 


Chateau  St.  Jean 

has  been  acquired  by  a 
wholly-owned  subsidiary  of 

Suntory  Limited 


The  undersigned  initiated  this  transaction  and  acted  as 
financial  advisors  to  Chateau  St.  Jean. 


Dean  Witter  Reynolds  Inc.         Bechtle,  Fisher  &  Company 


November  1984 


Pneumo  Corporation 


has  merged  with 


IC  Industries,  Inc. 


We  acted  as  financial  advisor  to  Pneumo  Corporation 
in  this  transaction  and  assisted  in  the  negotiations. 


Merrill  Lynch  Capital  Markets 


October  25, 1984 


Goodson.  In  fact,  greenmail  does 
what  it  is  supposed  to  do-it  removes 
the  insurgent  with  minimal  disrup- 
tion to  the  company.  The  only  prob- 
lem is  that  it  does  so  with  a  price.  "It 
not  only  has  an  impact  on  the  share- 
holders who  remain  with  the  com- 
pany and  who  have  seen  a  portion 
of  their  individual  interest  go  to  the 
greenmailer,"  notes  Robert  Wien, 
vice  president  of  Dean  Witter  Rey- 
nolds, "but  it  also  may  impact  nega- 
tively on  the  creditworthiness  of  the 
corporation.  Corporate  creditors 
who  look  to  the  company  to  satisfy 
debt  suffer,  too." 

Although  the  Reagan  Administra- 
tion has  opposed  a  bill  that  would 
ban  greenmail,  many  M&A  special- 
ists believe-and  hope-it  will  eventu- 
ally be  stopped.  In  the  meantime, 
the  practice  appears  to  be  on  the 
decline.  As  Donald  Drapkin,  partner 
in  the  law  firm  of  Skadden,  Arps, 
Slate,  Meagher  &  Flom  observes, 
"a  lot  of  people  don't  want  to  be 
branded  as  greenmailers  since 
the  Disney  buyback." 

Among  the  new  defense  strate- 
gies that  claim  to  be  less  objection- 
able is  the  "balanced"  approach 
just  developed  by  Martin  Siegel, 
vice  president  and  director  of 
Kidder,  Peabody.  Arguing  that  the 
anti-greenmail  legislation  that  was 
proposed  wouldn't  be  effective, 
and  would  prompt  greenmailers  to 
make  partial  tender  offers  and  then 
dismember  the  target  company  to 
repay  the  money  that  was  borrowed, 


Siegel's  plan  purports  to  "balance 
the  interests  of  shareholders,  man- 
agement, employees  and  the  pub- 
lic at  large." 

What  Siegel  recommends  is  a 
charter  amendment  that  stipulates 
that  a  vote  must  be  taken-and  the 
majority  of  the  shares  owned  by 
disinterested  shareholders  must 
approve-before  the  company  pur- 
chases any  of  the  shares  of  a  5  per- 
cent holder  at  a  premium  over  the 
market  price  and  before  substantial 
purchase  or  sale  of  assets  or  pur- 
chase or  issuance  of  securities  with 
a  5  percent  holder.  Finally,  it  pro- 
vides that  all  shareholders  have  the 
right  to  vote  cumulatively  for  direc- 
tors should  someone  acquire  40  per- 
cent of  the  company's  shares. 

Siegel's  strategy  has  yet  to  be 
tested-it  was  just  being  announced 
as  this  article  was  going  to  press- 
but  "springing  warrants,"  another 
defense  strategy  that  has  come 
along  in  recent  months,  are  being 
attempted  and  debated  at  the 
present  time. 

As  Stanley  Stein,  vice  president  of 
Drexel  Burnham  Lambert  explains, 
a  "springing"  feature  can  be  append- 
ed to  any  kind  of  financing,  such  as 
convertible  debt.  Warrants  for  addi- 
tional shares  are  attached  to  the  debt, 
and  the  springing  convertible  fea- 
ture makes  the  warrant  exercisable 
upon  a  "triggering"  event-such  as 
a  tender  offer  or  a  major  block  pur- 
chase. It  offers  two-fold  protection. 
Stein  notes:  Should  a  company 
be  put  into  play,  its  stock  price  is 
likely  to  rise  and  make  conversion 
attractive.  This  will  increase  the  num- 
ber of  common  shares  outstanding, 
dilute  the  aggressor's  hostile  posi- 
tion and  raise  the  price  of  acquisition. 
Second,  the  additional  warrants 
will  probably  be  exercised  if  a  trig- 
gering event  occurs,  and  dilute  the 
aggressor's  position  even  further. 
"It  makes  financial  sense,"  sums 
up  Stein. 

Having  held  up  once  in  court-a 
U.S.  appeals  court  upheld  Gearhart 
Industries'  sale  of  nearly  $100  million 
of  debentures  with  a  springing  war- 
rant provision  designed  to  ward  off  a 
hostile  bid  by  Smith  International- 
the  springing  warrant  is  facing  its 
second  challenge.  Household  Inter- 


national's Preferred  Share  Purchase 
Rights  Plan  is  currently  on  trial  in  a 
Delaware  court.  If  it  is  upheld  once 
again,  and  many  bankers  believe  it 
will,  the  technique  should  become 
more  widely  used.  Still,  "It  doesn't 
have  universal  application,"  warns 
Drexel  Burnham  Lambert's  chief  of 
corporate  finance  Frederick  Joseph. 
"It  requires  doing  a  financing,  hav- 
ing a  use  for  the  financing  and  hav- 
ing securities  that  people  would  be 
interested  in  buying.  The  reason  it 
stood  up  before,"  Joseph  notes, 
"was  that  there  was  a  real  financ- 
ing involved." 

Although  there  are  many  other 
strategies  that  can  be  deployed  in 
times  of  crisis,  investment  bankers 
urge  companies  not  to  wait  until  they 
are  under  attack  to  come  up  with  a 
plan.  "If  you  have  a  good  defense, 
you  will  discourage  the  potential 
greenmailer,"  emphasizes  Peter 
Solomon  of  Lehman  Brothers.  "In 
some  ways,  it's  like  building  MX  mis- 
siles," Solomon  goes  on  to  explain. 
"You  build  missiles  so  that  nobody 
will  fire  at  you;  you're  not  even  sure 
that  they  will  work."  □ 


Laurie  MeisJer  is  a  New  York-based 
financial  writer. 


Design:  DeMartino/Schultz  Inc. 
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Morgan  Stanley  acted  asfinancial  advisor  to 
Phillips  Pt  trok  >""  <  'ompany  in  this  transaction, 

Phillips  Oil  Company 

a  wholly  owned  subsidiary  of 

Phillips  Petroleum  Company 

has  acquired 

Aminoil  Ine. 

and 

Geysers  Geothermal  Company 

wholly  owned  subsidiaries  of 

R.  J.  Reynolds  Industries,  Ine. 



Morgan  Stanlt  y  acted  as  financial  advisor  to 
Tin  Continental  Group,  Inc.  in  this  transection. 

The  Continental  Group,  Inc. 

has  been  acquired  through  merger  by 

Kiewit-Murdock  Investment  Corporation 

a  company  controlled  by 

Peter  Kiewit  Sons',  Inc. 

and 

Pacific  Holding  Corporation 

Morgan  Stanley  acted  as  financial  advisor  '•> 
Avon  Products,  Inc.  in  this  transaction, 

Avon  Products,  Inc. 

has  sold  its  subsidiary 

Tiffany  &  Company 

to  it  group  of  investors  led  l>u  the  management  of  Tiffany  &  Company 

Morgan  Stanley  acted  as  financial  advisor  to 
ENSTAR  Corporation  in  this  transaction. 

ENSTAR  Corporation 

has  been  acquired  by 

Unimar  Company 

a  general  partnership  whose  partners  arc  subsidiaries  of 

Allied  Corporation 

and 

Ultramar  PLC 

Morgan  Stanley  act*  d  as  finam  mi  advisor  u> 
U.SM  m&  World  Report,  Ine  in  this  tramatt ion. 

U.S.News&  World  Report,  Inc. 

has  been  acquired  by 
a  in  wly  organized  corporation  owned  by 

Mortimer  B.  Zuckerman 

Morgan  S!<>>tl<  y  acted  as  financial  advisor  l" 
Cabot  Corporation  in  this  transaction, 

Cabot  Corporation 

has  acquired  tin  Westdr  Transmission  Division 
and  rt  rtain  related  assets  of 

Pioneer  Corporation 

MORGAN  STANLEY 


November  5,  19H4 


Manor  Cares  Stewart  Bainum  was  once 
>'ust  another  real  estate  developer.  Then  he 
discovered  a  lovely  niche  in  the  nursing 
home  business. 


Old  money 


By  Barbara  Rudolph 


An  antique  Seth  Thomas  clock 
hangs  just  outside  the  office  of 
b  Stewart  Bainum,  chairman  of 
Manor  Care,  Inc.,  the  Silver  Spring, 
Md. -based  nursing  home  company. 
The  chairman,  a  trim  and  silver- 
haired  65,  looks  like  a  friendly  school- 
teacher, and  his  soft  voice  barely  rises 
above  the  clock's. 

Appearances  can  be  deceiving; 
Stewart  Bainum  is  anything  but  soft. 
He's  a  shrewd  marketer  and  strategist 
who  built  one  of  the  most  successful 
companies  in  the  highly  fragmented 
$16  billion  nursing  home  industry. 
With  $364  million  sales  for  the  year 
ended  May  31,  Manor  Care  is  a  distant 
fourth  in  size  among  publicly  owned 
independent  nursing 

home  operators  to  indus- 
try leader  Beverly  Enter- 
prises of  Pasadena  (1983 
sales,  $1.1  billion).  But  it's 
a  lot  more  profitable. 

The  reason  is  that  Stew- 
art Bainum  discovered  a 
lovely  niche:  the  old  and 
rich.  Some  55%  of  Manor 
Care  customers  are  "pri- 
vate pay"  instead  of  Med- 
icaid (compared  with  an 
industry  average  of  35%). 
Its  homes  are  in  affluent, 
prime  real  estate  neigh- 
borhoods. Result:  Manor 
Care's  27.5%  operating 
margins  and  6.3%  net 
margins  are  twice  those  of 
Beverly  Enterprises'.  If 
you  have  to  get  old,  it's 
better  to  be  rich,  and  cer- 
tainly better  for  Stewart 
Bainum. 

Bainum,  who  started 
out  as  a  real  estate  devel- 
oper, helped  found  what  is 


now  the  Quality  Inns  motel  chain  in 
1966  and  started  building  nursing 
homes  in  Montgomery  County,  Md. 
In  1968  he  and  Wallace  Johnson,  one 
of  the  founders  of  Holiday  Inns, 
merged  their  properties  to  set  up  Man- 
or Care.  The  timing  was  excellent  be- 
cause the  nursing  home  industry  was 
just  beginning  to  move  beyond  mar- 
ginal mom-and-pop  operations.  In 
1979  the  company  bought  out  John- 
son's 16%  equity.  Bainum  and  his 
family  now  control  37%  of  outstand- 
ing shares,  which  are  worth  around 
$178  million  at  Manor  Care's  recent 
price  of  around  25. 

For  a  decade  Bainum  was  in  no 
hurry  to  make  a  large  acquisition.  But 
in  1979,  along  with  son  Stewart  Jr., 
now  vice  chairman,  Bainum  started 


thinking  big.  Says  young  Stewart: 
"We  weren't  satisfied  with  the  status 
quo.  We  wanted  to  grow  more  quick- 
ly." First  the  company  bought  the  re- 
maining 70%  of  Quality  Inns  as  well 
as  the  30%  Bainum  had  retained  of  his 
old  motel  chain.  So  far,  that's  done 
little  more  than  erode  margins:  Last 
year  the  motels,  most  of  them  fran- 
chised,  generated  24%  of  total  sales 
but  only  11%  of  operating  profits. 

Then  Bainum  paid  $218  million  for 
Cenco,  Inc.'s  84  nursing  homes  in  the 
Midwest.  That  more  than  doubled 
Manor  Care's  sales,  but  it  also  bal- 
looned long-term  debt  to  82%  of  cap- 
ital. Bainum  sold  off  Cenco's  non- 
nursing-home  operations  in  order  to 
pay  down  debt.  But  the  total  is  still 
about  75%  of  capital,  high  even  for 
such  a  highly  leveraged  industry. 

Does  Manor  Care  deserve  its  sexy 
price/earnings  multiple  of  19?  The  an- 
swer involves  another  question:  the 
company's  future.  Bainum  doesn't  in- 
tend to  retire  anytime  soon;  if  and 
when  he  does,  his  son  seems  the  logi- 
cal successor.  But  Stewart  Jr.,  38,  a 
Maryland  state  senator  who  was  Gary 
Hart's  state  campaign  manager,  cur- 
rently works  only  part  time  at  Manor 
Care  and  says  he  has  no  immediate 
plans  to  come  in  full  time. 

Then  there  is  Arnold  Renschler, 
president  of  the  company's  health  care 
group.  Renschler  is  a  pediatrician  with 
no  previous  corporate  experience  who 
had  married  Bainum's  daughter.  But 
the  couple  has  been  separated  for  three 
years.  Why  does  Bainum  keep  him  on? 
Says  the  chairman:  "This  [separation] 
bothers  me  as  a  parent,  but 
Arnie  Renschler  is  damn 
good  and  I  think  we  have  a 
good  relationship."  That 
puzzles  a  former  employ- 
ee. Says  he:  "Stewart 
Bainum  prizes  loyalty,  and 
can  be  unforgiving." 

All  in  all,  Renschler 
hardly  seems  a  likely  suc- 
cessor, and  several  other 
top  officers  have  come 
and  gone,  some  after  only 
one  or  two  years.  Manor 
Care,  Inc.  might  be  some- 
thing of  a  one-man  show. 
"I'm  sure  I  am  hard  at 
times,  and  maybe  I  could 
be  perceived  as  autocrat- 
ic," says  Bainum.  "This 
company  isn't  a  democra- 
cy, and  I  don't  want  it  to 
be."  The  trouble  with  an 
autocracy,  of  course — 
even  one  as  carefully  con- 
structed as  Manor  Care — 
is  that  the  king  does  not 
live  forever.  ■ 
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The  Up  &  Comers 


Xidex  used  to  dominate  the  sleepy  microfilm 
business.  Now  its  very  big  in  computer  disks. 
But  there  are  wide-awake  competitors. 


Raising  the  ante 


By  Kathleen  K.  Wiegner 

Three  years  ago  Xidex  was  the 
world's  largest  manufacturer  of 
microfilm.  It  had  60%  of  a  $100 
million-a-year  market  and  was  beat- 
ing out  big  competitors  like  Eastman 
Kodak,  3M  and  GAF  (Forbes,  Nov.  23, 
1981).  Profits  at  the  Sunnyvale,  Calif, 
company  were  a  healthy  $7  million 
on  sales  of  over  $70  million. 

Enough  to  satisfy  most  men,  but 
not  Lester  Colbert.  He  came  from  the 
chemical  industry  to  take  over  Xidex 
in  1972  when  its  engineer  founders 
ran  into  problems.  So  Colbert  turned 
his  attention  to  magnetic  media — 
specifically  the  disks  that  store  com- 
puter data.  This  market  was  three 
times  the  size  of  the  microfilm  busi- 
ness and  growing  by  50%  a  year. 

Computer  disks  come  in  two 
forms — flexible  plastic  and  alumi- 
num. But  with  all  the  growth  pros- 
pects, there  was  plenty  of  competi- 
tion, fust  across  the  parking  lot,  Col- 
bert could  gaze  at  the  offices  of 
Verbatim  Corp.,  the  largest  maker  of 
"floppy"  plastic  disks.  Mighty  IBM 
was  also  in  this  business,  along  with 
3M,  Hitachi  and  TDK.  Down  the  Bay- 
shore  Freeway,  Dysan  Corp.  was  be- 
coming a  dominant  supplier  of  alumi- 
num "hard"  disks. 

What  could  Xidex  bring  to  this  par- 
ty? Colbert,  50,  is  a  history  major 
from  Princeton  with  an  M.B.A.  from 
Harvard — hardly  a  technical  genius. 
But  he  figured  that  Xidex  had  other 
things  to  offer:  cash  from  its  profitable 
microfilm,  where  net  margins  were 
running  close  to  10%,  and  experience 
in  coating  polyester  film  with  chemi- 


cals— a  process  common  to  microfilm 
and  floppy  disks. 

To  build  more  financial  muscle, 
Colbert  sold  $20  million  worth  of 
convertible  debt  at  8.25%,  almost 
doubling  Xidex'  capitalization.  Then 
he  poured  $35  million  into  a  new  sub- 
sidiary, Xidex  Magnetics.  Colbert  be- 
gan producing  5'/i-inch  disks  in  the 
fall  of  1982.  He  wanted  high  quality 
and  maximum  storage  capacity.  He 
also  wanted  high-volume  custom- 
ers— computer  makers  and  software 
companies  that  sell  disks  under  their 
own  names.  The  strategy  worked.  Xi- 
dex Magnetics  now  has  5%  of  the  disk 


market,  and  earned  $5  million  in  the 
year  that  ended  in  June,  on  sales  of 
$47  million. 

While  his  disk  business  was  grow- 
ing, Colbert  was  also  moving  on  oth- 
er fronts.  In  1983  Xidex  Magnetics 
acquired  a  software  duplication  ser- 
vice, an  Australian  distributor  and  a 
manufacturer  of  floppy-disk  drives 
and  test  equipment.  In  March  of  this 
year,  Colbert  also  bolstered  his  bal- 
ance sheet  by  selling  11%  of  Xidex 
Magnetics  to  the  public,  with  some 
$6  million  of  the  $12.5  million  pro- 
ceeds earmarked  to  repay  startup 
loans.  This  created  stock  that  became 
a  useful  recruiting  tool. 

More  important,  however,  is  the 
way  Colbert  has  leveraged  his  suc- 
cess. The  disk  business  is  changing 
fast,  and  Xidex  shares  trade  at  barely 
half  the  1983  high  of  26.  The  bigger  a 
company's  market  share,  the  better. 
Last  summer  Xidex  quietly  swapped 
stock  for  Evotek,  a  faltering  maker  of 
Winchester  disk  drives.  But  the  really 
bold  move  came  in  October,  when 
Colbert  swapped  shares  worth  oven 
$200  million  for  Dysan.  With  $180 
million  in  1983  revenues,  Dysan  is- 
nearly  twice  as  large  as  Xidex,  but  the 
company  ran  into  cash  problems. 

All  this  made  Xidex  a  major  factor 
in  magnetic  media,  competing  direct- 
ly with  Xidex  Magnetics  in  certain 
areas.  When  Eastman  Kodak  an- 
nounced its  belated  entry  into  the 
floppy-disk  business  in  October  it' 
named  three  suppliers:  Xidex  Magnet- 
ics, Dysan  and  TDK.  Confusing?  In- 
deed. To  put  things  back  in  order,  at 
the  same  time  Colbert  offered  to  buy 
back  the  23%  of  Xidex  Magnetics  that 
Xidex  didn't  already  own. 

If  all  these  deals  go  through,  Xidex 
will  enter  1985  with  up  to  16%  of  the 
total  floppy  disk  market  and  13%  of 
the  rigid  disk  market,  according  to 
Mark  Obenzinger  at  Laidlaw  Ans- 
bacher.  He  expects  Xidex  to  consoli- 
date the  operations  on  a  December 
fiscal  year  and  to  use  some  of  Evotek's 
$37  million  operating  loss  as  a  carry- 
forward against  1985  operations.  Xi- 
dex could  earn  $60  million  on  rev- 
enues of  $455  million  next  year. 

What's  next?  "Our  immediate  goal 
is  to  digest  our  acquisitions,"  says 
Bert  Zaccaria,  a  director  of  Xidex  and 
president  of  Xidex  Magnetics.  "Once 
we  get  profits  up  to  our  historic  levels, 
then  we  will  want  to  grow  again."  A 
company  that  got  this  big  this  fast 
isn't  likely  to  stop  for  long.  ■ 
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Air  Atlanta  Chairman  Michael  Hoi  lis  with  one  of  his  five  727s 

Serving  fresh-squeezed  orange  juice — and  losing  $800,000  a  month. 


i  No  airline  has  made  money  catering  exclusively  to 
'■  business  travelers.  But  Air  Atlanta's  chairman  has  some 
powerful  friends  who  don't  want  him  to  fail. 


The  wings  of 
Mike  Hollis 


By  Gary  Slutsker 


TIhere's  a  scene  in  Citizen  Kane  in 
which  the  young  Charles  Foster 
Kane  gets  a  lecture  from  his  guardian. 
Kane's  newspaper  is  losing  lots  of 
money,  even  though  his  fortune 
stands  at  $60  million.  Kane  listens, 
then  says  cheerfully:  "At  the  rate  of 
$1  million  a  year,  I'll  have  to  close 
this  place  in  60  years." 

There's  something  about  Michael 
Hollis  that  reminds  you  of  that.  Hol- 
lis, the  31 -year-old  son  of  a  Pullman 
porter,  single-handedly  raised  $45 
million  to  launch  Air  Atlanta.  But  the 
carrier,  which  has  been  flying  for  nine 
months,  is  losing  money  very  fast. 
Unless  things  improve,  it  can  stay  in 
operation  for  only  12  more  months. 

With  only  five  planes,  Hollis  com- 
petes with  Eastern  and  Delta  between 
Atlanta  and  Memphis,  Miami  and 
New  York.  Air  Atlanta's  strategy  is  to 
attract  business  travelers  by  offering 
first-class  service  at  coach  fares. 

That  idea  may  sound  good,  but  it 


hasn't  yet  produced  profits.  Braniff 
adopted  a  similar  strategy  in  its  ill- 
fated  recovery  bid,  and  St.  Louis-based 
Air  One  recently  went  bankrupt  after 
a  deadly  fare  war. 

But  those  carriers  didn't  have  Mike 
Hollis  and  his  connections.  Since  a 
planned  public  offering  by  E.F  Hut- 
ton  fell  through  in  May,  for  example, 
he  managed  to  raise  a  total  of  $20 
million  in  financing  from  private 
sources.  Quite  an  accomplishment 
when  you  consider  that  during  Octo- 
ber Air  Atlanta  lost  $800,000  on  rev- 
enues of  $2.5  million. 

Who  is  this  grandstanding  financ- 
ing wizard?  A  born  politician,  of 
course.  In  school,  Hollis  was  the  guy 
who  was  always  running  for  student 
office.  He  gradually  built  a  network  of 
contacts  and  used  them  to  advance 
his  career. 

Hollis,  for  example,  says  he  decided 
to  become  a  lawyer  when  he  was  12. 
He  made  his  first  big  contact  three 
years  later,  when  he  was  president  of 
the  Atlanta  Youth  Congress.  In  that 


role  Hollis  met  Maynard  Jackson, 
soon  to  be  the  mayor  and  now  an  Air 
Atlanta  director. 

But  that  was  only  the  beginning.  By 
the  time  Hollis  was  graduated  from 
Booker  T.  Washington  High  School — 
Martin  Luther  King  Jr.'s  alma  mater — 
he  knew  two  Atlanta  mayors.  Andrew 
Young,  who  occupies  the  office  today, 
sat  next  to  Hollis  on  Air  Atlanta's 
inaugural  flight. 

At  Dartmouth  Hollis  was  befriend- 
ed by  President  John  Kemeny.  Then, 
at  University  of  Virginia  law  school 
he  was  elected  president  of  the  Ameri- 
can Bar  Association's  30,000-member 
national  law  student  division. 

The  friendships  began  to  pay  off 
after  law  school.  Kemeny  gave  Hollis 
a  staff  job  on  the  presidential  commis- 
sion that  investigated  the  Three  Mile 
Island  incident.  Hollis  got  help  with 
subpoena  power  from  lawyer  David 
Boies,  then  chief  counsel  to  the  Sen- 
ate Judiciary  Committee,  which 
wrote  the  law  deregulating  the  air- 
lines. Get  the  picture?  Next  it  was  on 
to  Wall  Street,  where  Hollis  learned 
about  finance.  He  was,  at  26,  one  of 
the  youngest  vice  presidents  of  Op- 
penheimer  &  Co. 

When  Hollis  returned  to  Atlanta  to 
create  a  new  airline,  he  milked  his 
connections  for  all  they  were  worth. 
Maynard  Jackson,  for  example,  han- 
dled an  introduction  to  the  National 
Alliance  of  Postal  &  Federal  Employ- 
ees, the  country's  largest  black  indus- 
trial union.  Hollis  first  dropped  by  in 
March  198 1 .  Two  months  later  he  had 
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a  check.  The  union  invested  a  total  of 
$1  million. 

That  money  made  it  easier  to  wring 
more  than  $20  million  out  of  two 
insurance  companies  that  are  Air  At- 
lanta's biggest  investors:  Aetna  and 
Equitable.  General  Electric  Credit 
Corp.  also  stepped  in  with  $12  million 
in  equipment  financing. 

What's  Aetna  doing  in  a  startup  air- 
line? There's  the  hope  it  has  found  the 
next  People  Express,  but  there  is  an- 
other reason.  The  money  comes  from 
Aetna's  "corporate  responsibility  in- 
vestment committee."  Another  major 
investor,  North  Carolina  Mutual  Life 
Insurance  Co.,  is  black-run.  Says  one 
skeptical  analyst:  "It's  like  giving  to 
the  United  Fund." 

Clever  fundraising  aside,  Hollis 
thinks  he'll  build  loyalty  by  giving 
passengers  a  memorable  ride.  Air  At- 
lanta's 727s  have  fewer,  bigger  seats, 
and  the  carrier  offers  fancy  meals,  real 
china,  roll-on  garment  bag  racks  and 
shuttle  buses. 

But  it  takes  more  than  fresh- 
squeezed  orange  juice  and  extra  leg- 
room  to  make  a  successful  airline. 
Here's  where  Hollis  the  tightfisted 
chairman  comes  in.  He  says  Air  At- 
lanta can  make  money  with  a  42% 
load  factor,  while  most  carriers  need 
50%.  His  nonunion  pilots,  for  exam- 
ple, earn  $36,000;  Eastern's  average 
over  $100,000.  Hollis  has  also  been 
able  to  attract  high-level  talent.  The 
latest  recruit:  Neil  Effman,  formerly 
top  planner  at  TWA. 

In  nine  months  of  operation,  how- 
ever, Hollis  has  managed  to  achieve  a 
load  factor  of  only  35%.  A  marketing 
agreement  with  Pan  Am,  which  isn't 
a  direct  competitor,  provides  roughly 
one-third  of  Air  Atlanta's  traffic.  But 
competitors  Eastern  and  Delta  aren't 
required  to  accept  Air  Atlanta  tickets. 
This  means  travel  agents  are  less  like- 
ly to  sell  seats  on  the  new  carrier.  It 
also  means  that  boosting  the  load  fac- 
tor will  be  difficult. 

Advertising  could  help,  but  it's  ex- 
pensive in  the  cities  Hollis  serves 
from  Atlanta.  And  his  Washington 
contacts  haven't  come  through  with 
slots  for  flights  into  New  York's  key 
business  airport,  LaGuardia. 

The  odds  for  success  are  at  best  50- 
50,  the  analysts  say.  But  like  Charles 
Kane,  Hollis  clearly  has  a  grander 
strategy  in  mind.  If  Air  Atlanta  suc- 
ceeds, for  example,  he  could  easily 
enter  politics  after  a  successful  busi- 
ness career — something  few  major 
black  leaders  have  done.  "I  don't 
know  if  this  is  my  one  unique  or  dif- 
ferent thing  to  do  in  the  world,"  he 
concludes.  "I  suspect  it  won't  be.  But 
at  least  for  now,  it  is."  ■ 


The  Up  &  Comers 


Stars 


Parts  supplier  Stryker  Corp.  has  an  unusual  niche  in  the 
health  care  market.  But  the  way  it  outsmarts  bigger 
competitors  is  even  more  unusual. 

The  hipbone's  connected 
to  the  bottom  line 


By  Barry  Stavro 


John  Brown,  chairman  and  presi- 
dent of  Stryker  Corp.,  sits  before  a 
table  full  of  his  company's  products. 
Among  them  is  the  $1,050  Stryker 
partial  hip — made  of  corrosion-resis- 
tant cobalt-chrome  and  about  the  size 
of  a  turkey  drumstick.  "We're  good 
for  the  graying  of  America,"  Brown 
laughs.  "We'll  help  them  enjoy  life." 

Making  body  parts  might  seem  gris- 
ly, but  so  is  the  competition  in  the  $2 
billion  orthopedics  industry.  Stryker, 
based  in  Kalamazoo,  Mich.,  battles 
the  likes  of  3M,  Bristol-Myers  and 
Pfizer.  "They  identify  medical  needs 
about  the  same  time  we  do,"  says 
Brown.  "If  we  have  a  me-too  product, 
we  get  beaten  hands  down." 

So  far,  that  hasn't  happened. 
Stryker  should  earn   $7   million   in 


1984  on  sales  of  $85  million.  Such 
profitability — up  roughly  20%  from 
1983 — is  especially  impressive  be- 
cause new  Medicare  regulations  are 
hurting  many  health  care  companies. 
Stryker,  however,  ranks  136  on  the 
Forbes  Up  &  Comer  roster  (Nov.  5), 
with  a  five-year  return  on  equity 
of  24.5%. 

An  important  part  of  the  company's 
strategy,  thus  far,  is  not  being  first  in 
new  markets.  Stryker  prefers  making 
advances  or  refinements  to  risky  in- 
novation. Its  success  in  arthroscopes 
is  a  perfect  example.  Brown,  who 
keeps  in  touch  with  the  industry  by 
attending  about  ten  medical  confer- 
ences a  year,  saw  an  orthopedic  exhib- 
it seven  years  ago  that  intrigued  him. 

When  an  athlete  suffered  a  knee 
injury,  surgeons  used  to  have  no 
choice  but  to  make  a  6-inch-long  inci- 


Stryker  Corp.  Chairman  John  Brown 
Creating  spare  parts  for  knees  and  hips. 
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sion  to  assess  the  damage.  That's  be- 
cause soft  tissue  doesn't  show  up  un- 
der conventional  X  ray.  "The  surgery 
was  sometimes  much  worse  than  the 
original  injury,"  Brown  says.  But  he 
saw  a  new  technique  that  was  differ- 
ent. A  surgeon  could  make  a  half-inch 
incision  and  slip  in  a  thin  telescope- 
like instrument  to  see  if  surgery  was 
necessary.  If  so,  he  could  use  special 
tools  to  open  a  small,  precise  wound. 

There  were,  of  course,  skeptics. 
Brown  remembers  two  older  orthope- 
dic surgeons  in  particular.  "One  said, 
'They  can  do  that  if  they  want  to,  but 
I'm  going  to  open  it  up  and  see  what's 
going  on.'  "  Although  a  couple  of  oth- 
er firms  were  already  selling  arthro- 
scopic equipment,  Brown's  idea  didn't 
sit  for  long.  "We  don't  have  a  lot  of 
committees.  There  are  only  five  or  six 
people  who  play  a  part  in  these  deci- 
sions. We  can  move  awfully  fast." 

Stryker  pushed  ahead  and  came  up 
with  a  microcamera  3  inches  long  and 
weighing  3  ounces  that  attaches  to 
the  arthroscope  probe.  The  camera 
transmits  a  picture  displayed  on  a  vid- 
eo screen  near  the  operating  table. 
This  saves  the  surgeon  from  bending 
over  during  the  operation.  And  by  vid- 
eotaping the  surgery,  he  protects  him- 
self against  malpractice  suits. 

Sports  medicine  was  an  obvious 
beneficiary.  The  free  publicity  that 
follows  a  famous  athlete's  undergoing 
the  scope  instead  of  the  knife  hasn't 
hurt,  either.  Sales  of  arthroscopic 
equipment  now  run  to  $50  million  a 
year,  growing  by  25%  annually. 
Stryker  is  a  leading  supplier,  and  a  full 
set  of  its  gear  costs  $30,000.  This 
yields  25%  pretax  margins,  providing 
about  20%  of  the  company's  total 
profits  on  just  15%  of  sales. 

Another  tenet  of  Stryker's  success 
sounds  like  the  Kentucky  Fried 
Chicken  commercials:  Stick  with 
what  you  know,  and  you'll  do  it  right. 
Several  years  ago,  for  example,  3M 
was  the  star  in  artificial  hips. 

Its  popular  design  required  remov- 
ing relatively  little  bone.  A  surgeon 
could  then  cement  the  implant's  stem 
into  the  thigh  bone  and  assemble  the 
other  pieces,  including  the  round  cup 
that  would  float  against  the  hip  sock- 
et. "The  doctor  measured  as  well  as 
he  could,"  says  Brown.  But  with  3M's 
product,  "If  it  turned  out  it  was  the 
wrong  size,  well,  tough."  Brown  says 
the  only  alternative  was  for  the  sur- 
geon to  take  the  whole  new  hip  out. 

The  new  and  improved  Stryker  hip 
comes  with  a  device  enabling  the  sur- 
geon to  unlock  the  round  hip  bearing 
if  it's  the  wrong  size  and  replace  it 
with  another,  much  like  popping  dif- 
ferent sockets  onto  a  wrench.  Stryker 


now  does  about  $12  million  a  year  in 
bone  implant  sales.  It  also  serves  as  an 
orthopedic  surgeon's  hardware  store, 
selling  a  line  of  power  tools  such  as 
saws  and  drills  (cost:  up  to  $3,000) 
that  can  bore  into  bone,  and  suction 
irrigation  equipment  ($2,000)  to 
cleanse  wounds. 

Stryker  went  public  five  years  ago 
at  $6,  and  its  stock  bounced  to  $39.50 
last  year.  Now,  what  with  investors 
worried  about  changes  in  health  care 
regulations,  the  price  is  barely  half 
that.  One  result  is  that  Brown's  6% 
stake  in  the  company  has  fallen  in 
value  from  $11  million  to  $6  million. 

Despite  the  lower  share  prices, 
Stryker's  earnings  are  still  growing, 
partly  because  there  are  few  alterna- 
tives for  bone  implants  and  arthro- 


scopic surgery.  But  40%  of  the  com- 
pany's business  comes  from  more 
generalized  medical  equipment,  such 
as  stretchers,  and  some  hospitals  are 
postponing  those  buys.  "We  can't 
guarantee  20%-a-year  growth  if  the 
market's  flat,"  Brown  admits. 

To  keep  the  growth  coming,  Brown 
will  continue  serving  the  markets  he 
knows  best:  orthopedic  surgeons  and 
hospitals.  "We've  rejected  a  lot  of 
ideas  in  the  cardiovascular  area  and 
home  health  care,"  he  explains.  His 
newest  foray  is  into  artificial  liga- 
ments, which  he  thinks  could  become 
a  $40  million-a-year  industry  some 
day.  Sure,  there  are  a  dozen  potential 
competitors — including  3M.  But  out- 
maneuvering  the  big  boys  is  old  stuff 
for  Stryker.  ■ 


The  Up  &  Coiners 


Ideas 


On  the  trail  of  Bill  Paley 


Back  in  1980  former  folk  singer  Bill 
Tillson  had  an  idea — and  a  partner 
who  put  up  $15,000.  Today  he  runs  a 
$12  million-a-year  television  and  en- 
tertainment company  called  Netcom 
International.  It  has  transmitted  such 
prestigious  events  as  the  Super  Bowl 
and  both  political  conventions. 

Tillson,  35,  is  a  good  example  of 
how  to  profit  from  new  technology — 
even  if  you  don't  create  it.  "Prior  to 
1974,  live  television  shows  were  car- 
ried by  AT&T,"  he  says.  "They  would 
deliver  the  picture  by  a  portable  mi- 
crowave antenna,  punching  that  sig- 
nal into  their  nationwide  system.  It 
was  costly  for  the  networks,  because 
AT&T  had  a  monopoly,  and  the  signal 
had  to  go  a  long  distance." 

Satellites  changed  everything.  And 
Tillson  realized  the  potential  earlier 
than  most.  Why  bother  with  AT&T 
when  anyone  with  an  antenna  can 
bounce  a  picture  into  the  sky  and  grab 
it  back  wherever  there  is  a  receiving 
dish?  "I  couldn't  afford  to  start  my 
own  television  network,"  he  explains, 
"but  I  could  afford  to  rent  transponder 
time  to  transmit  signals." 

Tillson's  first  customer  was  an  in- 
vestment adviser  who  held  a  confer- 
ence each  year  in  Hong  Kong.  He 
wanted  to  beam  his  program  to  hotels 
in  the  U.S.,  and  Tillson's  job  was  to 
get  the  signal  there.  Tillson  hired  17 
engineers  who  parked  boat  trailers, 
carrying  satellite  dishes,  outside  the 
assigned  locations.  They  then  ran  a 
coaxial  cable  to  a  big-screen  projector 
inside.  Presto:  Hong  Kong  live. 


Soon  Tillson  was  arranging  telecon- 
ferences worldwide.  Eventually  he 
built  two  $700,000  tractor-trailers  ca- 
pable of  transmitting  signals  directly 
to  satellites.  He  also  bought  out  his 
first  partner.  Today  his  customers  in- 
clude the  major  TV  networks. 

Why  don't  the  networks  buy  their 
own  transmission  trucks?  Economies 
of  scale,  says  Tillson,  who  tries  to 
keep  his  vehicles  on  the  road  24  hours 
a  day.  He  also  uses  nonunion  help, 
important  because  many  of  the  events 
he  covers  take  all  day.  "We  get  the 
jobs  where  nothing  must  go  wrong," 
he  boasts.  "At  the  1984  Super  Bowl, 
for  example,  a  commercial  minute 
cost  $900,000.  Try  explaining  why 
your  signal  didn't  go  out  with  that 
much  on  the  line." 

Netcom  also  provides  closed-cir- 
cuit production  for  rock  concerts, 
sporting  events  and  religious  fund- 
raising.  The  concept  is  simple:  Tell 
Tillson  where  you  need  a  signal.  He 
will  patch  together  a  network  to  beam 
it  there. 

Tillson,  who  was  an  English  major 
at  New  Hampshire's  Keene  State  Col- 
lege, says  he  admires  CBS  founder 
William  Paley.  It's  no  surprise,  then, 
that  he  has  an  eye  for  show  business. 
Netcom  owns  22.5%  of  Private  Enter- 
tainment Network,  which  plans  to 
install  1,000  permanent  antennas  na- 
tionwide— relegating  the  boat  trailer 
people  to  the  dustbin  of  history.  "This 
will  be  a  closed-circuit  networ! 
two  live  events  a  month,"  says  Till- 
son. "We'll  beam  into  clubs  that  seat 


FORBES,  DECEMBER  3,  1984 


113 


It's  time  to  thinkof 

conservative 

bonds  as  aggressive 

investments. 


Surprisingly,  bonds  are  where  the 
action  is.  The  outlook  for  these  once- 
conservative  investments  has  become 
positively  exciting. 

That's  because  of  a  fundamental 
change  in  the  economy. 

For  the  first  time  in  memory,  we 
could  well  be  investing  in  a  climate  of 
long-term  disinflation  that  would  bode 
extraordinarily  well  for  financial  assets 
(bonds  and  certain  stocks)  versus  "real" 
assets  such  as  diamonds  and  oil  wells. 

In  fact,  it  is  nearly  impossible  for 
investors  to  find  a  single  important 
tangible  asset  that  is  appreciating  in  value 
at  a  rate  equal  to  the  compounded  rate  of 
interest  on  corporate  bonds. 

Any  Account  Executive  of  Merrill 
Lynch,  Pierce,  Fenner  &  Smith  Inc.  can 
explain  the  careful  thinking  that  led  to 
this  conclusion,  and  help  you  analyze  which 
types  of  bonds— corporate,  municipal  or 
zero  coupon— best  fit  in  with  your  own 
portfolio  and  investment  objectives. 

And  read  our  informative  new 
research  report,  "Opportunities  in  Finan- 
cial Assets:  How  to  Maximize  Your  Total 
Return."  Just  ask  a  Merrill  Lynch  Account 
Executive,  or  call  this  toll-free  number 
Monday  through  Friday  from  8:30  a.m.  to 
midnight  Eastern  time: 

800-MERRILL  •  EXT  •  9320 


Merrill  Lynch 

A  breed  apart. 


Ifs 

no  time 
to  go  it 
alone. 


©  1984  Merrill  Lynch,  Pierce,  Fenner  &  Smith  Inc.  Published  in  U.S.A.  All  rights  reserved.  Member  SIPC. 


Netcom  founder  Bill  Tillson 

A  media  empire  on  boat  trailers? 

at  least  500  people  and  take  30%  of 
the  gate." 

Tillson  says  PEN  should  do  $9  mil- 
lion in  revenues  in  1985,  with  pretax 
earnings  of  $  1 . 7  million.  But  making  a 
pay-per-view  program  work  twice  a 
month  won't  be  easy.  "There  have 
been  lots  of  attempts  to  create  major 
TV  events,  and  most  haven't 
worked,"  says  Alan  Cole-Ford,  an  an- 
alyst with  Paul  Kagan  Associates. 

Tillson  owns  just  over  50%  of  Net- 
com and  claims  to  earn  about  5% 
pretax.  Revenues  should  hit  $20  mil- 
lion next  year.  "We  thought  about 
going  public,"  he  explains.  "But  I 
don't  want  other  people  meddling  in 
the  company."  To  avoid  that,  Tillson 
says,  he'll  spin  off  some  divisions  if 
necessary. — Jeffrey  A.  Trachtenberg 

A  head  start 

Dr.  Jay  Reibel  might  not  make 
many  friends  among  his  fellow 
psychiatrists.  His  idea  is  to  build  a 
business  that  helps  employers  cut  the 
cost  of  mental  health  benefits  by 
25%.  Considering  that  the  average  in- 
patient psychiatric  stay  for  employees 
(or  their  dependents)  of  major  corpora- 
tions is  30  to  120  days,  at  a  cost  of 
$150  to  $600  per  day,  the  potential 
savings  is  huge.  Big  enough,  in  fact, 
that  Equitable  Life  just  agreed  to  mar- 
ket Reibel 's  program  to  its  corporate 
clients. 
Reibel,   43,   is  chief  executive  of 


fledgling  Preferred  Health  Care  Corp., 
and  what  he  has  to  sell  is  simple: 
Companies  pay  $2  a  year  per  employ- 
ee for  a  mandatory  and  continuing 
second-opinion  program.  When  an 
employee  seeks  in-patient  psychiatric 
care,  most  often  the  doctor  contacts 
Preferred  Health  for  payment. 

Then  Reibel's  team  of  psychiatric 
social  workers  swings  into  action. 
Preferred  Health  staffers  confer  with 
attending  physicians.  "We  want  to 
know  what  the  exact  problem  is,  what 
the  prescribed  treatment  will  be, 
which  pharmaceuticals  will  be  used 
and  in  what  dosage,"  says  Reibel.  "We 
also  want  the  hospital  to  start  work- 
ing immediately  with  the  patient's 
family  and  employer  to  receive  the 
patient  after  discharge." 

What  if  the  interviewers  aren't  sat- 
isfied? "They  put  a  psychiatrist  on  the 
line,"  says  Reibel.  "We  have  special- 
ists in  all  major  fields,  including  phar- 
macology and  adolescent  behavior. 
We  act  as  an  ombudsman  for  the  pa- 
tient and  as  a  consulting  service  for 
the  admitting  hospital.  We  don't  do 
business  with  a  heavy  stick,  but  our 
clients  are  the  payers." 

Four  years  ago  Reibel  and  his  part- 
ners, who  also  own  the  Four  Winds 
Hospital  in  Katonah,  N.Y.,  agreed  to 
provide  psychiatric  treatment  for  two 
New  York  health  maintenance  orga- 
nizations. Because  the  beds  at  Four 
Winds  were  usually  full,  80%  of  the 
patients  Reibel  was  responsible  for 
were  lodged  in  other  hospitals.  As  a 
result,  his  staff,  now  20  full-time  psy- 
chologists and  psychiatrists,  became 
involved  in  the  management  of  those 


patients.  They  also  saw  problems. 

"Sometimes  the  wrong  pharmaceu- 
ticals were  prescribed,  lengthening 
patient  care,"  says  Reibel.  "Some- 
times patients  were  in  the  wrong  fa- 
cilities. Or  worse,  they  were  lost  in 
the  shuffle,  lengthening  their  stays.  A 
company  offering  an  enforced  second 
opinion  could  save  time  and  money." 

This  led  to  the  creation  of  Preferred, 
which  went  public  in  September 
1983.  Investors  paid  $3.5  million  for  a 
32%  stake  in  the  business.  So  far,  the 
company  contracts  cover  30,000 
workers — but  agreements  covering 
270,000  more  go  into  effect  in  1985. 
Meanwhile,  Preferred  has  a  manage- 
ment contract  with  Four  Winds, 
which  accounts  for  95%  of  current 
income. 

One  of  Preferred's  first  customers  is 
the  pharmaceutical  giant  Ciba-Geigy. 
"Psychiatric  care  is  prone  to  runaway 
costs,"  says  John  Maher,  who  admin- 
isters the  firm's  insurance  plan.  "The 
13-year-old  daughter  of  an  employee 
we  believed  would  be  hospitalized  for 
life  is  now  out  of  a  hospital  and  re- 
ceiving twice-a-week  treatment  be- 
cause of  Preferred's  advice.  Also,  we 
are  in  health  care.  If  we  thought  Pre- 
ferred would  insult  psychiatrists,  we 
wouldn't  do  business  with  them." 

Reibel  is  optimistic  about  the  fu- 
ture. Psychiatric  care,  he  points  out,  is 
a  $33.5  billion  business.  He  sees  the 
potential  for  Preferred  to  serve  10  mil- 
lion employees  by  1988.  Investors 
also  seem  confident.  Preferred's 
shares  traded  recently  at  just  over  12, 
even  though  current  earnings  are 
minimal. — J.A.T. 


Preferred  Health  Care's  Dr.  Jay  Reibel 
Building  a  business  on  second  opinions. 


Wayne  Sorce 
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Despite  a  trendy  new  name  and  a  massive 
merger,  this  big  Texas  bank  is  in  the  invest- 
ment doghouse.  Does  it  belong  there? 


Will  the  real  M 
please  stand  up? 


By  William  Baldwin 


It's  fairly  unusual  for  a  bank 
stock  to  trade  above  book,  but 
Texas  banks  were  thought  to  be 
different.  In  1981,  for  example,  Mer- 
cantile Texas  was  trading  at  twice 
book  value.  Since  then  earnings  are 
up,  an  October  merger  raised  assets 
from  $12  billion  to  $20  billion  and  the 
company  took  a  trendy  new  name, 
MCorp.  Result?  The  bank-holding 
company  stock  now  trades  at  22,  or 
less  than  book. 

Earnings  don't  explain  the 
fall.  Mercantile  earned  $3.22 
a  share  in  1981.  This  year,  in 
spite  of  some  well-publicized 
loan  problems,  it  should  do 
better  than  $3.75.  Why 
should  a  stock  drop  40%  on  a 
16%  gain  in  earnings?  Blame 
publicity.  Bad  publicity. 

First,  the  merger  of  Dallas- 
based  Mercantile  with  Hous- 
ton-based Southwest  Banc- 
shares  had  to  be  postponed 
until  October  after  some 
1983  loan-loss  surprises  at 
Southwest.  In  July  the  Wall 
Street  Journal  ran  an  expose 
calling  Mercantile's  1982 
purchase  of  a  troubled  bank  a 
blunder  that  will  cost  it  $100 

million  more  than  expected.     

The  paper  followed  two  weeks  later 
with  a  story  about  SEC  investigations 
into  Southwest's  loan-loss  reserves. 

A  September  Journal  story  talked 
about  more  SEC  investigations  and 
about  "accounting  abuses"  at  a 
Southwest  bank.  In  October  the  paper 
included  Mercantile  in  a  story  specu- 
lating that  real  estate  lending,  follow- 
ing on  energy  lending,  could  be  the 
next  disaster  in  Texas. 

All  this  bad  publicity  makes  MCorp 
Chief  Executive  Gene  H.  Bishop  rath- 


er edgy  these  days.  But  he  has  some 
pretty  good  defenses. 

Consider,  first,  the  oil  business. 
"Our  [Mercantile's]  energy  loans  have 
been  12%  of  the  total.  Some  banks  in 
Texas  would  run  twice  that,"  says 
Bishop.  With  the  addition  of  South- 
west, energy  credits  are  still  only 
13.6%  of  the  MCorp  portfolio. 

What  about  the  1982  acquisition  of 
troubled  Abilene  (Tex.)  National 
Bank?  Didn't  that  saddle  MCorp  with 
a  barrel  of  defaulting  oil  patch  borrow- 


MCorp  President  John  Cater  and  Chairman  Gene  Bishop 
"You  don't  see  many  people  living  under  bridges. 


ers?  Yes,  but  the  loan  portfolio  was 
drastically  written  down  before 
MCorp  bought  the  bank.  Thanks  to 
tax  benefits  from  Abilene's  losses, 
MCorp's  net  cash  investment  there  is 
only  $32  million.  The  net  worth  of 
Abilene  National  is  now  $16  million, 
and  the  bank  is  expected  to  turn  prof- 
itable this  quarter.  Considering  that 
presence  in  the  Abilene  market  is 
worth  something,  the  deal  has  been 
pretty  close  to  a  break-even. 
How  about  Southwest's  real  estate 


loans  in  depressed  Houston?  John  Ca 
ter,  the  former  Southwest  chief  ex 
ecutive  who  is  now  president  of 
MCorp,  says  that  less  than  $500  mil- 
lion of  the  $4.7  billion  Southwest 
portfolio  are  construction  and  devel- 
opment loans  in  Houston.  Much  of 
the  total  is  lent  to  well-capitalized 
developers  with  insurance  companies 
as  equity  participants. 

What  of  the  SEC  inquiry?  The  feds 
were  suspicious  of  Southwest's  sale  of 
its  lead  bank's  Houston  building  in 
the  fall  of  1983,  which  propped  up 
deteriorating  earnings  by  $44  million. 
A  bit  misleading,  but  lots  of  banks  do 
it.  Cater  unloaded  the  building  on  a 
tax-shelter  syndicator  before  Con- 
gress cut  back  depreciation  benefits. 
The  bank  probably  got  more  than  the 
building  was  worth. 

The  SEC  also  looked  at  the  $7.2 
million  profit  Mercantile  booked  by 
selling  its  credit-card  operations  to 
Southwest — while  the  merger  was 
pending.  A  very  unseemly  accounting 
gimmick,  to  be  sure.  Then  there  was  a 
scolding  the  lead  Southwest  bank 
took  from  bank  examiners  this  year 
for  pumping  up  assets  with  quarter- 
end  window-dressing  transactions. 
But  the  bottom  line  was  that  nothing 
came  of  the  SEC  investigations. 
The  planned  Southwest  headquar- 
ters tower  is  another  embar- 
rassment. Before  the  oil  bust 
the  company  tore  down  an 
18-year-old  bank  building  to 
make  way  for  a  grandiose  82- 
story  obelisk.  Southwest  was 
to  be  a  minority  equity  par- 
ticipant and  the  lead  tenant. 
Now,  with  Houston  office 
space  27%  vacant,  the  devel- 
oper's plans  are  on  hold,  and 
MCorp  has  an  expensive 
downtown  parking  lot.  But 
that  valuable  land  won't  go 
unused  forever. 

Overlooked  in  the  stum- 
bles of  the  past  year  are  the 
merger's  benefits.  This  year 
MCorp  chopped  its  payroll 
by  200  employees  in  antici- 
pation of  consolidating  Mer- 
cantile's principal  Houston 
bank  with  Southwest's.  Within  a  few 
years,  MCorp  told  the  Federal  Re- 
serve, overhead  savings  will  be  $35 
million  to  $50  million  a  year.  Tax 
benefits  that  have  been  going  to  waste 
at  Southwest — $4  million  from  third- 
quarter  tax  operating  losses  plus  $13 
million  in  tax  credit  carryforwards- 
should  be  more  rapidly  usable  at 
MCorp.  The  merger  will  provide  more 
business  for  MCorp's  data-processing 
subsidiary,  which  netted  $3.5  million 
last  year. 


116 


FORBES,  DECEMBER  3,  1984 


The  Williams  Companies 
Means  EnergyAnd  More 
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When  we  doubled  the  size  of 
The  Williams  Companies  with  our 
acquisition  of  Northwest  Energy 
Company  a  year  ago,  we  selectively 
raised  our  stake  in  the  energy  sector^ 
of  the  nation's  economy  and 
raised  our  earnings  prospects. 

We  believe  sound  energy 
and  energy-related  businesses 
have  a  bright  future,  and 

O  '  Joseph  H.  Williams,  Chairman  and  Chief  Rxeaitire  Officer 

that  companies  equipped  to  manage  these  businesses  well  will  prosper  accordingly 
Today,  our  businesses  range  from  natural  gas  and  petroleum  products  pipeline 

systems  with  enough  mileage  to  circle  the  earth,  to  oil  and  gas  exploration  and 

production,  to  one  of  the  world's  leading  producers  of  chemical  fertilizers,  to  a 

major  interest  in  the  nation's  largest  coal  producer. 
That  adds  up  to  energ\>  and  more  —  a  strategic  mix  of  businesses  which  have 

already  assured  1984  will  be  one  of  our  Company's  most  profitable  years  on  record. 
If  you'd  like  to  learn  more  about  The  Williams  Companies  (NYSE-WMB)  and  how 

our  $4.3  billion  in  assets  is  at  work  today,  contact  L.  R.  Francisco,  Staff  Vice  President  - 

Investor  Relations,  The  Williams  Companies,  One  Williams  Center,  Tulsa,  OK  74172. 

THE  WILLIAMS  COMPANIESBM 

Energy  And  More.  "m  ® 

Northwest  Energy  Company  •  Williams  Pipe  Line  Company  •  Williams  Natural  Gas  Company  •  Williams  Exploration  Company  •  Agrico  Chemical  Company 


When  you're  big  enou 

45,000  locatioi 


In  the  beginning. 

DHL  created 

the  international 

courier  system 

that  changed 

the  business 

world  forever 


When  you  have  enough  people 
enough  places,  you  can  send  legal  dc 
ments  from  Tokyo  to  Zurich  the  ne> 
day  instead  of  tne  next  week  You  c 
speed  parts  from  Detroit  to  Abu  Dhc 
in  a  matter  of  days  instead  of  weeks 


^: 


Early  in  1985  you'll  be  able 

send  super-urgent  texts  tran, 

mitted  via  Easy-Link  in  the  US 

and  have  DHL  deliver  them  in  ju, 

two  hours. 

MORE  PEOPLE  MORE 
OFFICES  WORLDWIDE 

From  paperwork  to  parcels,  froi 
couriers  to  cargo  planes  DHL  has 
10,800  people  in  600  offices  making 


Now.  DHL  Worldwide 

operates  on  over  400  flights. 

Every  day,  every  night. 


1 1984  DHL  Airways  Inc 


3  do  business  in 
1 146  countries... 


ernational  business  more  efficient 
146  countries  around 
iworld. 

That's  why  485 
the  Fortune  500 
ve  come  to 
yon  DHL's 
eed  and 


j4C2 


In  the  future. 
|  Perfect  facsimiles 
\  transmitted  at 
-A  the  speed  of 
3  light. 


•    • 


We're  DHLTheTotal  Express  Network. 


liability  That's  why  international 
isiness  can  now  keep  promises  it 
iuldn't  make  before. 

MORE  EXPERIENCE 
WORLDWIDE 

As  the  first  international  express 
rtwork,  DHL  has  more  experience  in 
baling  with  customs  regulations, 
isiness  procedures  and  international 

airline 
schedules 
than  any 
other  express 
company 


In  fact,  DHL  makes  more  overseas 
deliveries  than  all  other  express  ser- 
vices combined.  From  desk  to  desk, 
from  country  to  country  our  record  of 
on-time  deliveries  is  unbeatable. 

DHL  is  a  company  going  places  in 
a  hurry.  Because  as  much  as  inter- 
national business  changes,  there's  one 
thing  that  doesn't  change. 

Those  that  don't  stay  ahead  will 
soon  be  left  behind. 


-WORLD  W /  D  £ 
Changing  the  way  the  wo/id  works. 


! 
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Despite  the  bad  publicity,  there  are 
considerable  accomplishments.  Gene 
Bishop,  54,  took  over  at  Mercantile  in 
1975.  Since  then  he  has  expanded  as- 
sets 20-fold,  half  through  acquisi- 
tions. In  the  old  days  he  would  some- 
times pay  two  times  book  to  get 
banks  in  other  cities.  The  $380  mil- 


lion Southwest  purchase  is  at  slightly 
less  than  book.  The  earnings  dilution 
of  about  10%  is  temporary,  since  it 
reflects  belated  additions  to  South- 
west's  loan-loss  reserve  (MCorp  has  a 
disturbingly  high  4.3%  of  loans  non- 
performing). 
The  Texas  economy  isn't  growing 


as  fast  as  it  used  to,  but  unemplo 
ment  is  still  1.7  points  lower  than 
the  rest  of  the  U.S.  Even  in  Housto 
says  Cater,  "you  don't  see  many  pe 
pie  living  under  bridges."  Editors  lo^ 
bad  news,  and  often  consider  goc 
news  to  be  no  news.  But  investol 
have  to  take  a  more  balanced  look. 


Plenty  of  investment  clubs  have  done  well 
over  the  years,  but  few  have  mined  gold  as 
have  Clark  Aylsworth  and  his  friends. 

Mother  lode 


By  Richard  Phalon 


T|  alk  about  little  acorns  and  gi- 
ant oaks.  Clark  Aylsworth  and 
some  buddies  started  an  invest- 
ment club  back  in  1958.  Now  their 
management  firm  oversees  some 
$625  million  and  is  set  to  go  public  at 
a  price  that  would  make  the  firm 
worth  $9  million. 

The  acorn  consisted  of  Aylsworth 
and  four  fellow  Air  Force  officers  at 
Randolph  Air  Force  Base  in  Texas. 
The  initial  ante  was  $50  a  month — 
"all  I  could  afford  on  a  captain's  pay," 
recalls  Aylsworth.  By  1968  the  club 
had  done  so  well  it  had  grown  to  99 
members. 

A  year  later,  out  of  the  Air  Force, 
Aylsworth  offered  club  members 
shares  in  both  the  newly  created  in- 
vestment adviser,  now  United  Ser- 
vices Advisors,  Inc.,  and  in  the  fund  it 
was  going  to  manage.  With  only  one 
detour  along  the  way,  that  was  the 
genesis  of  United  Services  Gold 
Shares.  With  assets  of  $443  million, 
United  is  the  U.S.'  second-biggest  no- 
load,  open-end  gold  fund. 

Sticking  mostly  to  South  African 
gold  shares  from  1974  on,  Ayls- 
worth's  fund  has  racked  up  an  A  in 
Forbes'  mutual  fund  ratings  in  up 
markets  and  a  C  in  down  markets. 
Like  all  gold  funds,  United  is  highly 
volatile  (see  chart).  Its  net  asset  value 
went  from  a  low  of  $1.13  a  share  in 
1976  to  a  high  of  $10.53  a  share  in 
1980.  Now  gold  is  down  to  $347  an 


ounce,  the  fund  to  $6.51  a  share. 

"I'm  a  believer,  a  goldbug,"  Ayls- 
worth says,  "but  you  shouldn't  have 
all  your  assets  in  gold.  You  have  to 
remember  that  there  are  long  dry  peri- 
ods in  the  market."  Perhaps  because 


Auric  antagonist 


Gold  fund  managers  try  to  beat  the 
averages  by  varying  portfolio  mix, 
but  it's  the  price  of  the  metal  itself 
that  pretty  much  calls  the  tune. 


Gold  Shares,  net  asset  value        London  gold,  per  oz. 


$1,100 


2      "*N»— ^  London  gold,  per  oz.*         200 
J I I I I I i      '      i.i 


'75    '76  '77  '78   '79  '80  '81  '82   '83  '84 
•Annual  high;  through  Oct.  31  for  1984 
Source:  U.S.  Treasury 


he  never  advocated  his  clients  put  e- 
erything  they  owned  into  gold,  Uni 
ed  Services  has  held  on  to  shareholi 
ers  even  in  the  current  long  bear  ma 
ket  in  the  metal. 

United  Services  Advisors'  profits,  ( 
course,  are  keyed  to  the  amount  < 
assets  on  the  ledger.  After  a  doze 
years  as  a  one -fund  operator,  Ayl 
worth  opened  a  conservative  growt 
fund  in  1981  and  a  short-term  Tret 
sury  securities  fund  in  1982.  Sine 
last  year  he  has  added  four,  includin 
a  fund  for  non-South  African  gol 
stocks  and  a  municipal  bond  fund. 

Managing  this  family  is  very  profit 
able,  despite  startup  costs  and  som 
serious  kinks  in  United's  transfer  an 
dividend  distribution  systems.  In  fis 
cal  1983  United  Services  Advisor 
earned  16%  on  sales  and  a  very  hand 
some  90%  on  equity.  In  the  year  end 
ed  last  June  the  profit  margin  dwin 
died  to  a  still  eminently  acceptabl 
10%  on  revenues  and  63%  on  equity 

Part  of  the  drag  last  year  was  havin, 
to  service  a  much  larger  number  o 
shareholder  accounts — 20,000  as  re 
cently  as  1981,  but  161,000  currently 
Aylsworth  is  now  convinced  he  car 
handle  the  paperwork  in-house. 

The  new  system,  though,  is  costinj 
Aylsworth  better  than  $1  million- 
more  than  three  times  the  $303, 00C 
the  advisory  firm  earned  last  fisca 
year.  Which  is  one  reason  Aylsworth 
is  taking  United  Services  public  with 
an  offering  of  1.3  million  shares  ol 
nonvoting  stock  at  $3.50  a  share.  Pro- 
ceeds of  some  400,000  shares  will  get< 
the  public  to  help  pay  for  the  new 
system.  About  900,000  of  the  shares?] 
are  being  sold  by  present  sharehold- 
ers, not  including  Aylsworth.  They 
are  getting  a  good  price:  25  times  earn- 
ings, if  you  include  the  sizable  under- 
writer's fee.  That  compares  with  the 
11  times  earnings  a  well-entrenched 
fund  manager  such  as  Dreyfus  Corp. 
commands. 

"I  didn't  want  to  go  public,"  says 
Aylsworth,  who  is  now  64,  "but  some 
of  my  friends  needed  money,  and 
we've  got  this  transfer  job  to  do. 

"I  don't  want  to  retire,  either, "  Ayls- 
worth adds,  sounding  very  much  the 
colonel.  He  will  continue  to  own  more 
than  half  of  United's  voting  stock.  "I'll 
probably  die  at  the  desk."  ■ 
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How  do  we  treat  small  business? 
With  the  knowledge  that  every  large  business  was  once  a  small  one. 


Some  of  our  biggest  customers  weren't  so  big  when  they  came  to  us.  But  since  we  dealt  with  them  fairly, 
understood  how  to  meet  their  differing  needs  at  different  stages  of  their  growth,  they're  still  with  us  today. 
Like  more  than  half  a  million  of  our  customers  who  have  been  with  us  for  more  than  25  years.  Because  we're 
always  looking  for  new  ways  to  stay  fair. 

Like  The  Travelers  group  life  and  health  plans  for  companies  with  as  few  as  two  employees.  And  our 
money  management  plan  especially  designed  for  businesses  grossing  less  than  $10  million  annually.  Or  our 
customized  insurance  for  the  specialized  needs  of  many  small  businesses. 

Any  company  that  can't  be  responsive  to  the  changing  needs  of  business  can't  stay  fair.  And  any  company 
that  can't  stay  fair  can't  last  long. 

To  find  out  how  your  independent  Travelers  agent  can  help  you,  look  for  the  listing  in  the  Yellow  Pages. 

TheTravelersT" 

The  Travelers  CorpotaUon  and  lis  AffWatcd  Companies.  Hartford.  CT  06115  fcUrnCSS    IS   QjOOQ     DUSiriCSS. 


.  The. 

Discernible 
Difference 


in  Corporate 
ftyment  Systems. 


©American  Express  Travel  Related  Services  Company,  Int.  1984 


To  American  Express:  It  goes  without  saying  that  your  Card  and  all  its  attendant 
utility  is  a  prime  consideration  in  evaluating  corporate  payment  systems.  But  I 
also  have  to  look  at  the  bigger  picture.  How  will  American  Express  improve  my 
cash  flow,  help  control  T&E  expenses,  pinpoint  who's  spending  what  where,  and 
alleviate  my  crazy  quilt  system  of  credit  cards  and  bills?  Demonstrate  those 
discernible  differences  and  maybe  we  can  do  some  business. 


Name- 


Company. 
Title 


Address. 


City. 


-State_ 


_Zip_ 


Phone_ 


_No.  of  Travelers. 


Mail  to: 

A.M.  Busquet,  V.P. 

American  Express 

Travel  Management  Services 

P.O.  Box  13821 

Phoenix,  Arizona  85002 

Or  call  toll-free 
1-800-528-AMEX* 


American  Express® Travel  Management  Services 


♦In  Arizona  call  602-222-3283. 


There's  still  big  money  to  be  made  in  a 
franchisee!  business.  But  these  days,  getting 
into  it  also  takes  big  money.  And  once 
you  re  in,  you  re  really  in. 

No  entrepreneurs 
need  apply 


By  Thomas  O'Donnell 


Franchise  booster  Kostecka  of  the  Commerce  Department 

"More  millionaires  have  been  created  this  way  than  any  other." 


Y'  ou  have  a  few  bucks  saved 
want  to  get  out  of  the  rat  rac« 
and  run  your  own  business.  Bu 
you  don't  have  a  product  or  the  skill; 
to  establish  your  own  company.  Ar<| 
you  doomed  to  collect  your  golc 
watch  at  age  65? 

Maybe  not,  if  you  buy  a  franchise, ; 
form  of  business  bigger  than  ever  ir. 
the  U.S.  Franchised  operations  now 
employ  5.2  million  people  and  ac- 
count for  one  of  every  three  retai] 
sales.  Revenues  through  franchises 
will  total  $460  billion  this  year  and 
are  growing  at  a  10%  annual  rate.  And 
franchising  still  is  an  arena  where 
some  people  can  get  very  rich  very 
fast.  "Since  the  1950s  more  million 
aires  have  been  created  this  way  than 
any  other,"  says  the  Commerce  De- 
partment's Andrew  Kostecka. 

But  be  careful.  Buying  a  franchise  is 
costlier  and  riskier  than  ever  before. 
Franchisees  are  being  squeezed  on 
profits  everywhere,  from  fast  foods  to 
glitzy  new  lines  such  as  videogame 
and  computer  stores.  Fraud,  sup- 
posedly eliminated  by  tough  legisla- 
tion passed  in  the  late  1970s,  is  still 
franchising's  dirty  little  secret.  And 
relations  between  franchisee  and 
franchisor  have  been  strained. 

Running  a  franchised  business 
means  giving  up  your  independence 
and  playing  by  someone  else's  rules.  If 
you're  a  successful  executive  used  to 
power  and  perks,  can  you  get  up  at  4 
a.m.  and  bake  doughnuts?  Is  your 
family  willing  to  sacrifice  prestige  for 
profits? 

If  you  can  get  over  that  hurdle,  next 
comes  finding  the  right  franchisor. 
The  International  Franchise  Associ- 
ation, a  Washington,  D.C. -based  trade 
group,  will  provide  a  list  of  estab- 
lished companies  and  can  also  furnish 
some  information  about  them. 

Some  questions  to  ask  before  you 
buy:  What  is  the  financial  history  and 
strength  of  the  company?  How  many 
times  has  it  been  hauled  into  court  for 
not  living  up  to  its  word?  How  much 
of  a  cut  will  the  franchisor  take  from 
your  revenues?  How  much  support 
will  it  give  you,  now  and  in  the  fu- 
ture? How  tough  is  it  to  break  the 
contract  or  sell  your  business?  How 
saturated  is  the  market?  Most  impor- 
tant, never  do  anything  without  inter- 
viewing both  happy  and  unhappy 
franchisees.  It's  like  any  other  invest- 
ment: Look  before  you  leap. 

One  piece  of  key  information  you 
probably  won't  get  is  precise  profit 
projections.  No  law  or  regulatory 
agency  requires  them.  "That  will 
change  very  shortly,"  predicts  Detroit 
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When  you're  out  to  be  i 
you  don't  get  there  by  pussyfooting  around. 


To  stay  on  top  of  over  $17  billion  in  assets — and 
to  handle  the  needs  of  the  world's  most  information- 
intensive  territory — you'd  better  be  a  lion.  And  you'd 
better  move  fast. 

So  nynex  has  managers  who  are  sharp  and 
aggressive.  People  who  know  what  the  pitfalls  are.  And 
how  to  avoid  them. 

They've  streamlined  policy-making  so  that  major 
decisions  can  be  made  within  hours.  Employees  are  en- 
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nynex  a  place  where  talent  wants  to  be.  That  s  no  acci 
dent.  That's  how  you  keep  what  you've  got. 

To  keep  it  growing,  NYNEX  constant-       (LjP 
ly  stalks  new  business  ventures.  But  only  WyM 


in  communications  and  related  fields.  That  means  no 
turkey  ranches,  no  tree  farms.  Just  shrewd  opportunities 
where  our  expertise  gives  us  the  edge. 

NYNEX  is  the  parent  company  of  New  York  Telephone 
and  New  England  Telephone  plus  other  subsidiaries  that 
offer  mobile  services,  directory  publishing  and  business  com- 
munications equipment.  Proof  it's  got  a  foot  in  the  future. 

In  short,  NYNEX  is  a  company  that  intends  to  succeed. 
And  keep  on  succeeding. 

Team  New  York  aggressiveness  with  New  England 


Interested?  For  information,  call  (800)  441-1919.  In  Utah> 
call  (800)  453-9000.  Or  write  Tony  Parra,  Dir. 

k  ■  ■■■'m.Ar    of  Investor  Relations,  NYNEX  Corporation, 
LIKm    H      P.O.  Box  2945,  New  York,  New  York  10185. 


©  NYNEX  Corporation  1984 


NYNEX 


Tough  demands  breed  tough  minds. 
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Iberia  flies  between  Madrid  and  2  7  North ,  Central  and 
South  American  cities:  Montreal,  Toronto,  Boston, 
New  York,  Miami,  Chicago*  Los  Angeles*,  Dallas*  San  Juan, 
Havana,  Mexico  City,  Guatemala,  Managua,  San  Jose, 
Panama,  Santo  Domingo,  Caracas,  Bogota,  Quito, 
Guayaquil,  Lima,  Rio  de Janeiro,  Sao  Paulo,  Asuncion, 
Santiago,  Montevideo  and  Buenos  Aires. 

Iberia  also  flies  from  Las  Palmas  to  Buenos  Aires  and 
New  York.  And  from  Barcelona  our  special  "Cataluna 


*  C^r*  r\r\\  -\\r\/\    r>nni»tr\»'  Q  r\w  ris^nc* 


Intercontinental"  service  makes  quick  and  easy  connec 
with  New  York,  Miami,  Montreal,  Mexico  City,  Cara 
Havana,  Buenos  Aires,  Santiago,  San  Juan,  San  Jose,  I  3 
Bogota,  Quito,  Guayaquil,  Rip  de  Janeiro,  Montevideo 
Asuncion,  Sao  Paulo,  Santo  Domingo,  Panama,  Guater  li 
Managua.  Andalso  with  Nairobi, Johannesburg,  Lago  I 
Abidjan  in  Africa. 

On  your  way  to  or  from  Santiago  de  Composte  I 
the  Northwest  of  Spain,  our  special  "GaJjcia  Intercontine  i 


vice  makes  smooth  connections  with  New  York,  Caracas, 
mtreal  and  Mexico. 

All  on  comfortable  747  and  DC-10  wide  bodies, 
ways  with  three  classes  to  choose  from:  Grand  Class, 
rference  or  Economy.  With  an  average  of  33  flights 
?ry  week. 

That's  why  Iberia  is  the  best  way  to  cross  the  Atlantic, 
th  ways,  between  27  North,  Central  and  South  American 
ies  and  Spanish ,  European,  African  or  Middle  Eastern  cities. 


Because  Iberia  is  the  only  airline  in  the  world  that 
links  so  many  cities  on  the  new  continent  with  so  many 
on  the  old.  From  the  North  to  the  South ,  Iberia's  Highway 
bridges  the  Atlantic. 

Iberia:  Spain's  Highway  to  the  world. 


IBERIA  Mm 


AIRLINES  OF  SPAIN 


lawyer  Richard  Solomon.  "Franchis- 
ing will  have  to  be  run  like  a  big 
business."  But  for  now  most  franchi- 
sors are  loath  to  predict  profits,  be- 
cause it's  a  good  way  of  getting  sued 
later  if  they  prove  to  be  inaccurate. 
Yet  if  a  franchise  salesman  jots  some- 
thing down  on  an  envelope  or  a  cock- 
tail napkin,  says  Solomon,  "that  can 
make  a  tremendous  piece  of  evidence 
in  court.  What  could  look  more  fly- 
by-night?" 

What  are  the  hot  fields?  Recently, 
they  are  videogame,  software  and 
home  computer  stores,  while  older 
fields  like  restaurants  and  auto  repair 
shops  are  not  growing  so  fast.  That's 
mainly  because  of  the  high  cost  of 
entry.  You  could  get  a  McDonald's  or 
Aamco  transmission  outlet  20  or  30 
years  ago  in  a  prime  location  for  an 
initial  fee  of  around  $10,000.  Today 
McDonald's  won't  talk  to  you  unless 
you  can  come  up  with  $225,000  to 
$400,000,  depending  on  location.  "In 
fact,  you  can  hardly  get  anything  long- 
established  for  under  $250,000,"  says 
one  consultant. 

Why?  Because  the  restaurant  busi- 
ness is  reaching  saturation.  Over  40% 
of  all  fast-food  restaurants  are  already 
franchised,  and  in  that  business,  says 
one  consultant,  "three  things  count: 
location,  location  and  location. "  There 
are  only  so  many  good  ones,  even  in 


high-growth  suburbs.  So  the  price  of 
this  dwindling  supply  is  rising. 

But  if  you're  looking  for  safety,  be 
prepared  to  pay  these  high  prices. 
"There's  a  definite  correlation  be- 
tween safety  and  size  of  investment," 
says  Alfred  Modica,  who  teaches  mar- 
keting at  Mercy  College  in  Dobbs  Fer- 
ry, N.Y.  Today,  an  average  McDon- 
ald's tops  $1  million  a  year  in  rev- 
enues, and  an  operator  may  take 
home  over  $100,000.  McDonald's  is 
as  close  to  a  sure  thing  as  a  potential 
franchisee  can  find. 

Newer  businesses  cost  less  to  get 
into— about  $40,000  for  a  Uni- 
force  Temporary  Personnel  franchise, 
for  example — but,  of  course,  carry 
more  risk.  In  fact,  scores  of  service 
and  high-tech  franchise  outlets  have 
already  closed  their  doors.  Times  are 
tough  for  newer  fast-food  outlets,  too: 
Already  in  the  bankruptcy  courts 
have,  been  Pizza  Time  Theatre,  Ar- 
thur Treacher's  Fish  &  Chips  and 
Wienerwald,  the  parent  company  of 
International  House  of  Pancakes. 

And  when  a  franchise  company  is 
living  on  the  edge,  so  are  its  franchi- 
sees. According  to  one  disgruntled 
doughnut  store  owner  from  New  Jer- 
sey: "Some  of  us  are  working  for  less 
than  the  minimum  wage." 

These  unexpected  hard  times  have 
led  to  "more  fraud  suits  than  I  ever 


would  have  thought  possible  jus 
three  years  ago,"  says  one  lawyer.  Th 
suits  are  not  aimed  merely  at  the  fas 
talkers  who  sell  shaky  franchises  am 
skip  town  but  at  established  franchi 
sors  who  allegedly  have  failed  to  de 
liver  what  they  promised.  Take  Com 
mand  Performance,  a  Connecticut 
based  hair-salon  chain,  which  solt 
franchises  based  on  a  model  store  ii 
San  Diego.  Franchisees  sued,  claiminj 
their  sales  were  well  under  the  mode 
outlet's  $12,000  per  week. 

In  the  midst  of  that,  Command  Per 
formance  filed  for  Chapter  1 1  in  1981 
But  three  years  later  its  stores  are  stil 
operating.  That's  not  unusual  in  fran 
chising.  Overall,  says  the  Commerce 
Department's  Kostecka,   only  aboui 
5%  of  all  franchised  stores  fail.  This 
contrasts  with  a  nearly  80%  failure 
rate  for  independent  small  businesses 
But   Kostecka's   5%    figure   may   be 
moot,    because    troubled    francbisec 
outlets   rarely  go  out   of  existence 
They   are   often    sold   back    to   the 
franchisor  or  to  another  operator  at 
fire-sale  prices. 

The  history  of  Command  Perfor- 
mance shows  that  the  franchising 
company  itself  also  rarely  dies.  The 
company  has  been  acquired  by  inves- 
tor Leslie  Charm,  who  controls  Dock- 
tor  Pet  Centers  of  Wilmington,  Mass., 
a    successful    pet    store    franchise. 


Leslie  Charm  with  two  of  Docktor  Pet  Centers'  tenants 
On  to  hair  salons,  at  afire-sale  price. 
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GLOBAL  REACH 


The  most  thoroughly  proven  local  area 
network  in  the  world,  the  most  com- 
plete automated  office  system  avail- 
able today,  and  the  most  advanced 
windowing  software  in  existence.  All 
from  DATAPOINT  All  revolutionary  in 
their  capabilities  and  ease  of  use. 

DATAPOINT  sparked  a  revolution 
in  business  communications  with 
ARC"  (Attached  Resource  Com- 
puter*), the  first  and  foremost  local 
area  network,  and  today  we  continue 
to  lead  the  revolution  with  our  new 
PRO-VISTA™  family  of  state-of-the-art 
office  systems  No  other  company  can 
match  our  networking  skill  and  experi- 
ence. We  have  more  local  area  net- 
works up  and  running  than  Wang, 


Xerox,  and  IBM  combined.  And  no 
company  can  match  our  integration 
of  local  area  networks  and  office 
systems. 

PRO-VISTA  features  highly  sophis- 
ticated, yet  remarkably  easy  to  use, 
software  and  economically  designed 
hardware  VISTA-GUIDE™  is  revolu- 
tionary one-of-a-kind  software  you 
can  tailor  to  your  own  specific  require- 
ments for  the  easiest  possible  access 
to  a  broad  range  of  business  applica- 
tions, including  your  own  programs. 
VISTA-VIEW,™  the  most  advanced 
windowing  software  you  can  buy,  lets 
you  both  view  and  use  several  of  those 
applications  at  once.  They  work  with 


the  ARC  local  area  network  and  PRO- 
VISTA  processors,  workstations,  termi- 
nals, and  peripherals  to  give  you  a 
system  that  can  grow  as  far  and  as  fast 
as  your  business  grows. 

And  the  revolution  has  spread  to 
include  other  companies.  State-of- 
the-art  technology  allows  the  IBMH 
Personal  Computer  and  PC-look- 
alikes  to  attach  to  the  ARC  local 
area  network,  giving  you  the  benefits 
of  networking  even  if  your  current 
vendor  can't  supply  you  with  those 
benefits. 

There  are  many  ways  to  join  the 
DATAPOINT  revolution.  If  you  and  your 
business  are  ready,  talk  to  our  world- 
wide sales  and  service  force. 


OFFICE  SYSTEMS  THAT 
ENCOMPASS  A  WORLD  OF  CAPABILITIES. 


We  sparked  the  revolution. 


'ogo   DATAPOINT  ARC  and  Attached  Resource  Compu 
I  VISTA-VIEW  are  trademarks  of  DATAPOINT  Corporatior 


•  are  registered  trademarks  of  DATAPOINT  Corporation   PRO-VISTA.  VISTA-GUIDE 
lark  of  International  Business  Machines  Corporation 


UMiMU 


Arthur  Bartlett  with  the  symbol  of  his  Mr.  Build  home  repair  service 
Will  the  Century  2 1  idea  work  in  home  repair? 


Charm's  group  also  agreed  to  purchase 
Nutn/System,  a  chain  of  weight-re- 
duction salons  that  had  been  burdened 
with  franchisee  litigation. 

Such  lawsuits  do  not  generate  the 
headlines  of  the  scams  that  plagued 
franchising  up  through  the  late  1970s. 
But  such  scams  are  still  around,  de- 
spite a  1979  Federal  Trade  Commis- 
sion rule  ordering  franchisors  to  pro- 
vide more  information,  and  laws  in  15 
states  requiring  registration.  "Fran- 
chising is  a  lot  more  reputable,  but 
there  are  still  plenty  of  pitfalls  for  the 
unwary,"  says  Modica. 

What  about  the  future?  Law  firms, 
dentists,  executive  recruiters,  busi- 
ness brokers  and  banks  are  all  areas 
that  look  promising  for  franchising. 
First  Interstate  of  Los  Angeles,  for  ex- 
ample, has  franchised  24  banks  in  six 
states. 

Business  brokerage  (Forbes,  Dec  21, 
1981)  is  a  growing  field,  too,  with 
promise.  But  also  with  risk.  Ask  An- 
thony Lukashevich,  a  Chicago-area 
real  estate  salesman.  In  1982  he  put 
his  $22,500  savings  in  a  VR  Business 
Broker  franchise  in  Aurora,  111.  After 
sinking  another  $100,000  into  it,  he  is 
back  at  his  old  firm,  because,  he  says, 
of  lack  of  support  services  and  poor 
location.  However,  he's  still  not  off 
the  hook.  He's  now  trying  to  sell  his 
franchise  and  seeking  to  settle  with 


VR  for  20  cents  on  each  dollar  of  roy- 
alties he  owes. 

On  the  other  hand,  some  business 
broker  franchisees  have  done  well. 
William  and  fudi  Jasper  paid  $17,000 
in  1981  for  a  VR  franchise  in  Sarasota, 
Fla.  Although  they  had  no  prior  bro- 
kerage experience,  their  office  is  do- 
ing well,  and  they  are  happy  with  VR 
support.  Says  William:  "If  I  fail,  it's 
my  own  fault,  not  VR's." 

A  safer  variant  on  straight  franchis- 
ing is  conversion  franchising,  in 
which  an  independent  company  be- 
comes a  franchisee  in  order  to  cap- 
italize on  the  parent's  name.  The 
real  estate  company  of  Century  21, 
founded  by  Arthur  Bartlett  in  1971, 
popularized  the  concept.  Bartlett  is 
now  trying  to  duplicate  his  success 
by  franchising  Mr.  Build,  a  home 
repair  service  with  500  outlets.  A 
strength  of  Bartlett's  technique  is 
that  his  franchisees  already  know 
their  business.  "What  you  really 
need,"  says  Roger  Blackwell,  who 
teaches  business  at  Ohio  State,  "is 
somebody  who  is  fanatical  about  a 
product  or  service,  not  somebody 
fanatical  about  franchising." 

Whether  an  idea  is  franchisable  or 
not,  there  are  some  consultants  will- 
ing to  put  you  into  the  business  for  a 
fee.  When  Carol  Brothers,  a  business- 
woman from  Columbiana,  Ohio,  de- 


cided to  become  a  franchisor,  she  paic 
a  consultant  $200,000.  In  return  foi 
that,  she  says,  she  got  little  except 
some  fast  talk  and  a  handbook  that 
was  too  vague  to  be  useful.  She  then 
found  the  Cooper  Group,  a  Canton, 
Ohio-based  business  consultant,  who 
helped  her  establish  Pop-Ins,  a  suc- 
cessful, now  nationwide,  houseclean- 
ing  and  maid  service. 

Most  problems  between  franchisees 
and  franchisors  center  on  the  franchi- 
sor's cut,  typically  about  20%.  That 
figure  includes  a  royalty  of  6%  or  so  of 
revenues,  another  4%  for  advertising 
and  10%  for  lease  and  rental  of  equip- 
ment. The  franchisor's  take  is  often 
equal  to  a  franchisee's  yearly  earn- 
ings, making  them  50-50  partners. 
And  if  the  franchisor  has  the  right 
under  the  contract  to  raise  the  rent,  he 
can,  in  effect,  become  the  majority 
owner,  perhaps  even  putting  the  fran- 
chisee out  of  business. 

That's  why  the  crucial  decision  ev- 
ery would-be  franchisee  must  make  is 
whether  others  can  be  allowed  to  have 
such  power  over  him,  even  though  he 
is  nominally  in  business  for  himself. 
"Franchisees  are  not  entrepreneurs," 
says  marketing  professor  Modica.  "If 
they  were,  they  could  never  take  the 
regimentation  and  rules  imposed  on 
them.  This  is  for  people  who  value 
security  above  risk."  ■ 
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Just  a  word  about 
the  price  of  The  Glenlivet 

Preposterous. 


Is  the  premium  we  place 
on  The  Glenlivet  really  so  out- 
landish? No  more  so  than  the 
premium  placed  on  great  vintage 
wines  and  fine  champagne 
cognacs.  The  reason?  Taste.  Just 
one  sip  and  you'll  know  that 
The  Glenlivet  has  a  taste  that's 
without  equal. 

The  Glenlivet  is 
Scotland's  first  and  finest  single 
malt  Scotch,  from  Scotland's 
oldest  licensed  distillery.  And, 
just  as  it  always  has  been,  this 
100%  Highland  malt  whisky  is 
distilled  from  natural  spring 
water  and  fine  malt  barley, 
then  aged  in  oaken  casks. 


Only  The  Glenlivet's 
time-honored  methods  can 
achieve  this  unequaled  taste. 
A  taste  that  sets  us  apart.  Its 
smoothness,  body  and  bouquet 
are  qualities  found  only  in  this 
unique  Scotch. 

Of  course,  some  people 
may  still  insist  that  The  Glenlivet 
is  too  expensive.  We  have  just 
one  word  to  say  about  that. 
Preposterous! 

The  Glenlivet 

12-year-old  unblended  Scotch. 
About  $20  the  bottle. 


©  1983.  IMPORTED  BY  THE  GLENLIVET  DISTILLING  CO. 
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How  to  live  generously 
without  spending 
lavishly. 

The  Buick  LeSabre 
has  always  been  big  on 
value,  and  big  on  tradi- 
tional values. 

That's  because  the 
LeSabre  is  large,  and 
roomy,  and  comfortable, 
and  solid. 

Now  these  truths 
become  even  more  self- 
evident.  For  now  you  can 


tors  Edition.  Its  interior 
treatment  goes  far 


"\, 

k        r 

« _ 

and  convenience  —  it  is 
truly  sumptuous. 

Yet,  the  LeSabre  is 
still  priced  at  very  little 


your  Buick  dealer. 


test  drive,  call  the  Buick 
Product  Information 
Center,  B  a.m.  to  B  p.m. 
Eastern  time,  weekdays: 

1-BDO-B5-BUICK 
•    [1-BOD-B52-B425). 


Wouldn't  you 
ally  rather  have  a  Buick? 


w* 


abrte  Collectors  Edition. 


Emhart  Corp.  is  a  company  that  makes 
some  investors  yawn  but  delights  the  hearts 
of  its  shareholders. 

Happiness 
is  a  healthy 
bottom  line 


By  Barbara  Rudolph 


Sustained  study  of  Emhart 
Corp.,  the  Farmington,  Conn.- 
based  capital  goods  conglomer- 
ate, is  like  reading  Proust.  It's  a  wor- 
thy endeavor,  you  know  it's  good  for 
you,  but  you  would  much  rather  curl 
up  with  Stephen  King's  or  Robert  Lud- 
lum's  latest  novel.  "Whenever  I  talk 
to  my  clients  about  Emhart,  they  tell 


me  they  look  at  the  company  and 
yawn,"  says  Prescott,  Ball  &  Turben's 
Arthur  Stupay. 

Make  no  mistake,  Emhart  is  big: 
$1.8  billion  estimated  1984  sales.  It 
achieves  this  bigness  the  hard  way,  by 
making  a  huge  range  of  products:  shoe 
and  glass-container  machinery,  fas- 
teners, switches,  motors,  locks  and 
rivets.  And  so  on. 

But  don't  stop  reading.  Analyst  Stu- 


pay is  also  quite  bullish  on  Emhart 
He  figures  its  very  boringness  help 
keep  the  stock  modestly  priced.  Fo 
the  nine  months  ended  Sept.  30,  Em 
hart  earned  $64.8  million,  or  $2.58 
share,  on  $1.3  billion.  That's  a  16°/ 
increase  in  profits  on  a  9%  increase  ii 
revenues.  Fourth-quarter  profit 
might  be  flat,  as  against  last  year' 
strong  showing,  though.  For  the  pas 
five  years  earnings  have  grown  10°/< 
on  average.  Return  on  equity  averagec 
16%  for  the  same  period.  Yet  th< 
stock  sold  recently  at  31 'A,  or  abou 
nine  times  probable  1984  earnings— 
below  market  multiples. 

How  do  you  make  good  money  or 
smokestack- America  products?  Witr 
good,  frugal  management.  Emhart  ii 
almost  a  throwback — in  its  produc 
lines  and  also  in  its  managemen 
style — to  an  older  America.  Attorney 
Joseph  Flom,  the  famous  takeove: 
lawyer,  says  of  Emhart 's  Chairman  T 
Mitchell  (Mike)  Ford:  "He  doesn' 
breathe  too  deeply  of  his  own  aroma.' 
Flom  says  it  admiringly. 

When  Ford  speaks  about  the  com 
pany  he  doesn't  try  to  awe  his  listenei 
with  concepts  and  generalities  and  vi 
sions  of  the  new  society.  "We  like 
mature  product  lines,"  he  says.  Tc 


Emhart  Chairman  T  Mitchell  (Mike)  Ford 

He  doesn't  talk  about  concepts  and  visions  of  the  new  society.  "We  like  mature  product  lines,"  he  says. 
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investment  information  where 
hall  Street  gets  its  investment  information, 

you'd  get  it  from  us. 


w  CompuServe's  Executive 
formation  Service  puts  the 
ost  accurate,  comprehensive 
vestment  information  available 
your  fingertips. 


[  the  first  time  ever,  individual  investors  can 
1  the  ranks  of  the  most  prestigious  Wall  Street 
ns  who  depend  on  CompuServe  to  provide 
m  with  a  broad  spectrum  of  comprehensive 
mcial  information  for  research,  portfolio  man- 
ment  and  merger/acquisition  strategies. 
>tant  retrieval  of  continuously  updated 
3tes  on  over  9,000  issues  and  10  years  of  daily 
corical  pricing  on  over  50,000  securities... 
rndard  and  Poor's  descriptive  information 
more  than  3,000  companies... 
hie  Line  Data  Base  f I  extensive  fundamental 
a  to  analyze  the  performance  of  more  than 
DO  major  corporations... 


Disclosure  II  descriptive  and  financial  infor- 
mation derived  from  SEC  filings  for  over  8, 500 
companies . . . 
Institutional  Brokers' Estimate  System 

(I/B/E/S)  earnings  projections  on  over  2,800 
widely  followed  companies . . . 
The  World  of  Lotus  useful  and  timely  informa- 
tion about  Lotus  products  and  services, 
including  reference  information  about  after- 
market  Lotus  related  products  and  forums  for 
1-2-3  and  Symphony  maintained  by  Lotus. 
Reports  on  technical  market  trends,  personal 
portfolio  evaluation  and  the  most  comprehensive 
analysis  capabilities  currently  available. 

You  get  all  this  plus  demographic  information 
on  every  zip  code  in  the  U.S.,  access  to  consul- 
tants through  the  Geneva  Series,  state  of  the  art 
electronic  communications,  the  full  scope  of  the 
prestigious  AP  Wire  Services,  travel  information 
and  reservations  and  more  of  the  high  quality 
financial  information  that  has  made  CompuServe 


the  premier  supplier  of  investment  information  to 
the  greatest  names  on  Wall  Street. 

To  buy  a  Subscription 
Kit,  see  your  nearest  computer 
dealer.  To  receive  our  inform- 
ative brochure  or  to  order 
direct,  call  or  write: 


r 


Name  — 
Address  . 
City  


State  . 


.Zip. 


CompuServe 


Executive  Information  Service 
P.O.  Box  20212 
5000  Arlington  Centre  Blvd. 
Columbus,  Ohio  43220 

800-848-8199 

I    In  Ohio,  call  614-457-0802 
An  H&R  Block  Company 
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And  just  in  time.  Acid  rain  has  become  a 
serious  national  problem. 

In  the  21st  century,  it  will  become  even 
more  serious  as  the  nation  increases  its  u 
of  low-cost,  high-sulfur  fuels. 

But  Signal  technology  has  already  four 
an  answer:  a  cost-efficient  way  to  take  th 
sulfur  dioxide  out  of  flue  gas.  Our  air  po 
tion  control  unit  has  won  a  $30  million  co 
tract  to  supply  an  advanced  scrubber  sysl 
to  a  Texas  utility. 

That's  just  one  of  many  Signal  systems 
aimed  at  protecting  the  environment. 
Another  promising  development:  a  propr 
tary  process  to  remove  the  sulfur  from  co 
before  it  burns. 

Signal  is  committed  to  this  kind  of  lead< 
ship.  In  the  last  five  years,  we've  invested 
over  $1.8  billion  in  research  and  develop' 
ment.  The  Signal  UOP  Research  Center  h 
led  the  way  in  developing  catalysts,  sepa* 
tion  techniques,  biotechnology,  alloys,  po 
mers  and  sensors. 

Signal's  strategy  is  to  focus  this  huge 
research  commitment  on  technologies  tha 
will  be  vital  to  the  21st-century  economy, 
areas  like  aerospace,  electronic  commun 
cations  and  energy. 

Our  current  R&D  budget  is  nearly  half  < 
billion  dollars  a  year — one  of  the  largest 
the  country. 

For  more  information  about  Signal's 
leadership,  write  for  our  Annual  Report 
and  a  copy  of  "Research  and  Innovation: 
The  Signal  Commitment,"  to:  Communicati 
Department,  The  Signal  Companies, 
11255  North  Torrey  Pines  Road,  La  Jolla, 
California  92037. 

£  Signa 

Focused  for  the  futur 
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Signals  creating  it  now. 


I  ow  long,  has  it 


been  since  you 
talked  about  where 
you  stayed,  instead 
of  just  how  many 
miles  you  covered? 

•  cj nn  en  tin  fifth) 

HOUSTON  •  LONDON  TORONTO 


-Four 
Seasons 
Hotels 

Canada  •  England 
United  States 

Call  your  Travel  Agent 


make  money  here  requires  that  most 
products  be  market  leaders,  and  Em- 
hart  claims  a  number  one  or  two  posi- 
tion for  products  representing  about 
79%  of  revenues.  That's  how  Emhart 
prospers  even  though  some  of  its  mar- 
kets are  shrinking. 

A  strategy  of  maturity  requires  con- 
stant pruning.  In  the  past  five  years 
there  have  been  16  acquisitions  and 
14  divestitures.  Emhart  doesn't  win 
them  all:  In  1979  Emhart  had  to  write 
off  $32  million  pretax  in  its  Bailey 
division,  which  made  front-end  as- 
semblies for  cars.  "We  were  too  fasci- 
nated with  Bailey's  growth  pros- 
pects," says  Ford.  But  tucked  into  Em- 
hart's  industrial  products  group  is 
Dyna/Pert,  a  $75  million-a-year  divi- 
sion that  makes  machinery  for  insert- 
ing components  onto  circuit  boards. 

In  a  departure  from  its  usual  strate- 
gy Emhart  is  trying  to  expand  its  foot- 
hold in  consumer  markets.  Through- 
out its  eight  major  divisions  and  some 
50  product  lines,  the  company  has 
$230  million  worth  of  consumer  prod- 
ucts sales,  many  of  the  lines  picked  up 


when    Emhart    acquired    85-year-okj 
United  Shoe  Machinery  in  1976.  Th<| 
best  known  of  these  lines  serve  th<J 
do-it-yourself    market:    Bostik    tape| 
Pop  rivets  and  Molly  bolts.  Ford  i, 
consolidating  these  businesses  intcl 
one  entity,  which  he  hopes  to  expand 
probably  through  acquisitions.   Th( 
company  has  a  $600  million  credi 
line  to  that  end. 

This  fast-growing  field  could  gei 
crowded,  with  large  firms  such  a; 
Black  &.  Decker  and  Stanley  ahead) 
firmly  entrenched.  To  carve  out 
place  for  Emhart,  Ford  recruited  Rich 
ard  Campbell,  now  vice  president 
from  Black  &  Decker — a  fairly  unusu 
al  move  for  Emhart,  which  normall) 
promotes  from  within. 

But  don't  look  to  Campbell  to  re 
form  Emhart's  cautious  ways.  He  has 
already  adopted  the  Emhart  style 
Would  he  put  new  excitement  intc 
the  company?  Forbes  asked  him. 
don't  know,"  he  replied.  "I'm  more  ol 
a  plodder."  So,  what's  wrong  with 
plodding  when  it  returns  16%  on 
stockholders'  equity?  ■ 


Flom  for  the  defense 


It  happened  22  years  ago,  but  Joe 
Flom  still  speaks  proudly  of  one 
of  his  first  big  takeover  battles.  In 
1962  he  represented  American 
Hardware  Co.  (later  Emhart) 
against  Victor  Muscat,  a  corporate 
raider  of  an  earlier  generation  and 
of  doubtful  reputation.  In  1971 
Muscat  pleaded  guilty  to  criminal 
charges  in  connection  with  filing 
false  information  in  a  stock  offer- 
ing. He  died  four  years  later. 

Flom  wasn't  yet  a  top  hired  gun, 
but  a  38-year-old  lawyer.  Mike 
Ford,  then  37,  had  come  to  Ameri- 
can Hardware  four  years  earlier  as 
counsel.  Flom  was  approached  in 
the  fall  of  1962.  Muscat  had 
snapped  up  a  company  that  held 
some  30%  of  American  Hard- 
ware's stock.  He  demanded  a  seat 
on  Hardware's  board  and  took  the 
company  to  court.  "They  came  up 
[to  Connecticut]  to  hang  us  in  front 
of  the  home  folks,"  Ford  recalls. 

Flom  made  several  shrewd  deci- 
sions of  the  kind  that  would  later 
win  him  fame  and  fortune.  One 
key  move  came  when  Muscat 
asked  for  American  Hardware's 
shareholder  list  on  grounds  of 
poor  management.  Muscat  lost  on 
several  fronts  and  eventually  had 
to  sell  his  position.  If  he  had  kept 
his  case  simpler,  Flom  suggests, 


Takeover  lawyer  Joseph  Flom 
Shrewdfrom  the  start. 

insisting  on  the  list  because  he 
held  a  major  position,  he  might 
have  stood  a  better  chance.  Flom 
learned  his  lesson:  "You  find 
[your  opponent's  weaknesses],  and 
then  you  drive  a  truck  through 
them."  He  also  learned  never  to 
overstate  a  case.  Flom's  firm, 
Skadden,  Arps,  Slate,  Meagher  &. 
Flom,  continues  to  represent  Em- 
hart. Keep  that  in  mind  if  you 
think  that  Emhart's  strong  profits 
and  modest  price  make  it  a  patsy 
for  a  takeover. — B.R. 
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By  8  a.m., 
USAir's  121  planes  are  in  the  air. 


One  luxury  most  business  travelers  don't 
have  is  time.  So  USAir  helps  you  make  the 
most  of  yours. 

We  do  it  by  getting  91%  of  our  fleet  off 
the  ground  by  8  a.m.,  so  you  can  get  an  early 
start  on  your  day. 

We  even  design  many  of  our  schedules 
so  that  you  can  fly  out  and  back  in  the  same 
day  and  still  have  a  full  business  day  at  your 
destination.  That's  especially  true  in  the 
Northeast,  where  we  offer  80%  more  domestic 
departures  than  any  other  airline. 

We're  strong  in  the  Northeast  because 
that's  where  we  started.  But  we  didn't  stop 


there.  Today,  our  system  stretches  as  far 
west  as  California,  Arizona  and  Colorado  and 
as  far  south  as  Texas,  Florida  and  Louisiana. 
In  all,  we  serve  more  than  90  cities  in  the 
U.S.  and  Canada. 

Giving  you  convenient  schedules,  pro- 
fessional service  and  money-saving  fares  has 
helped  make  us  one  of  the  most  successful 
major  airlines  in  the  world. 

For  information  or  reservations,  contact 
your  travel  agent  or  corporate  travel  arranger. 
Or  give  us  a  call  at  USAir.  We'll  be  up  early  to 
serve  you — because  we  want  our  airline  to 
be  your  airline. 


Qs,mm& 


USAir. 


While  it  may  be  difficult 

to  rival  Mercedes  engineering, 

obviously  it's  quite  possible. 


Before  the  1985  Mark  VII 
LSC  came  into  being,  its 
design  objectives  were 
unusually  ambitious.  It  was  to 
compete  by  any  criteria  with 
the  world's  finest  automobiles. 
Including,  among  others, 
Mercedes-Benz. 

With  a  considerable 
degree  of  confidence  then, 
we  invite  you  to  judge  our 


reached.  The  configuration       both  a  directional  comj: 


of  the  steer- 
ing wheel, 
for  instance, 
allows  for 
optimum  visibility 
of  the  instruments 


and  outside  terr  i 
ature  reading.  CI ! 
the  Mark  VII  drive 


Similarly,  the  placement  of  the 
cruise  control  on  the  wheel 
allows  for  optimum  access. 
These  are  but  two  examples 
success.  Beginning,  naturally,    of  a  driver-centered  philos- 
ophy that  permeates 
every  aspect  of  the 
Mark  VII.  That  recognizes 
the  most  important 
|  component  of  an 
-'  automobile  is  its  driver. 
Few  auto- 


in  touch  with  his 
environment.  He  is 
very  comfortable  in 
Considertheseat.R 
than  dwell  on  the  aesthe 
quality  of  its  supple  leath 
surface,  note  the  articu- 
lated sport  frame. 
Because  no  two 
drivers  are  alike, 
the  lumbar 
and  thigh 
supports  are  inde- 
pendently adjustable." 


55-r 


\ 


%i:. 


their  drivers  so  well- 
behind  the  wheel:  ^ZZZZZ?' ?      informed.  A  twelve-unit 

Inside  the  Mark  VII  you'll    Message  Center  gives  data 
face  a  logical  array  of  instru-    on  fuel  consumption,  arrival 
ments  and  controls  positioned    time,  even  metric  conversion, 
to  be  most  easily  seen  and      An  overhead  console  houses 


There  is  also  a  very  accc 
mobiles  in  the  world  keep    modating  six-way  positic 


variance.  But  the  LSC  wa| 
designed  to  be  simply  a 
rewarding  place  to  sit. 

This  is  a  driver's  car 
powered  to  respond  as 
Its  acceleration  is  smoot 


LINCOLN 

Lincoln-Mercury  Division  C§ES^) 


Get  it  together-buckle  up. 


sponsive  with  a  5.0  liter, 
really  fuel-injected 
ped  with  the 
$st  drag  coeffi- 
if.of  any  luxury 
I&jitt  in  America, 
$5  the  air  to  hold 
road  solidly.  Flush- 
iftfed  headlamps,  an 
Dfnotive  first  in  this 
jntry  are  one  element  of 
aerodynamic  design, 
messed  doors  are  another, 
with  the  added 
benefit  of  reduc- 
ing wind  noise. 
The  LSC's 
disciplined  han- 
dling and  precise 
road  manners 
are  due  in  part  to 
front  and  rear  stabi- 
lizer bars  and  quick- 
ratio  rack-and-pinion 
steering.  Where  it 
excels,  however,  is  in 
a  uniquely  smooth  yet 
:tile  road  feel.  From  a  com- 
lation  of  technological 
:ivancements  no  other 
itomobile  can  equal. 

Nitrogen-pressurized 
*nt  struts  and  rear  shock 
>sorbers  in  the  LSC 
3  nearly  impervious  to 


fluid  aeration— the  major 
reason  traditional 
shock  ab- 
sorbers cease 
to  absorb 
shocks. 

And  the 
LSC  is  also 
equipped  with  a  special 
Electronic  Air  Suspension 
system  (a.)  that  compensates 
for  unusually  heavy  or  uneven 
load  conditions.  It  automati- 
cally orders  air  vented  from  or 
added  to  the  suspension 
system  to  keep  the  vehicle 
level  side-to-side  as  well  as 
front-to-back. 

But  as  impressive  as 
the  way  the  LSC  moves  is  the 
way  it  stops. 

An  Anti-Lock  Brake 
System,  available  on 
select  models,  uses 
magnetic  sensors 
(b.)  and  an  electronic 
microcomputer  to 
monitor  individual 
wheel  speed. 

This  technology"*" 
has  been  used  effectively  for 
years  in  the  design  of  landing 


gear  on  commercial  airliners. 
It  has  only  recently  been 
applied  to  automobile  brakes 
in  the  United  States.  The  prin- 
ciple involved  in  both 
cases,  however,  is 
the  same,  ft 
prevents  J 
the  —  —Ja. 
wheels  +rf 
from  locking  by 
automatically 
"pumping"  the 
brakes. 

This  results 
in  a  retention 
of  control 
and  ma-- 


neuverability 

during  emerr 
gency  stops  unachievable 
with  conventional  brakes. 
Also  shorter  stopping 
distances  on  virtually  any 
road  surface. 

Of  course,  these  are 
merely  technical  reasons 
to  put  the  1985  Mark  VII  in  a 
class  with  Mercedes.  After 
driving  it,  you'll  find  far  more 

eloquent  reasons  to  put  it 

in  a  class  by  itself. 


Continental  Mark  VII 


Growing  pains  may  hurt,  but  they  are  sel- 
dom permanently  disabling — as  Viking 
Freight  learned  when  it  tried  to  become  a 
major  regional  trucker  overnight. 


Local  heroes 


By  Anne  Bagamery 


T|his  feels  good,"  says  Richard 
Bangham,  45,  chairman  of  Vi- 
king Freight  System,  Inc.  of  San- 
ta Clara,  Calif.,  relaxing  with  one  of 
the  few  cigarettes  he  allows  himself 
each  day.  "I  feel  like  I've  earned  this." 
That  he  has.  Bangham  and  his 
brother  Randolph,  35,  president  of  Vi- 
king, have  pulled  off  an  impressive 
short-term  turnaround  of  their  com- 
pany. Viking  is  the  dominant  intra- 
state freight  carrier  in  California  and 


one  of  the  most  profitable  regional 
carriers  in  the  U.S.  Earnings  for  the 
nine  months  ended  Sept.  29  were  up 
118%,  to  $2.9  million,  or  83  cents  a 
share,  on  a  30%  increase  in  revenues, 
to  $76  million.  But  the  real  measure 
of  a  trucker's  profitability  is  operating 
expenses  as  a  percentage  of  rev- 
enues— the  lower  the  figure,  the  bet- 
ter. Viking's  now  stands  at  92.8%, 
below  the  industry  average  of  95% 
and  down  from  95.5%  in  1983.  The 
signs  are  especially  good  when  you 
consider  where  the  company  was  a 


year  ago.  Dick  Bangham  founded  Vi- 
king in  1966  as  an  overnight  courier  of 
time-sensitive  documents  for  the 
phone  company.  It  grew  quickly 
through  the  1970s  into  a  major  intra- 
state freight  carrier  by  emphasizing 
service — at  premium  prices,  to  be 
sure — and  keeping  its  employees  hap- 
py and  nonunion.  As  other  carriers 
chased  the  long-haul,  full-load  nation- 
al business,  Viking's  blue-and-white 
trucks,  ubiquitous  on  California  high- 
ways, had  little  trouble  snaring  lucra- 
tive intrastate  business,  especially 
less-than-load  (LTL)  shipments,  for 
which  a  trucker  can  charge  top  dollar. 

But  being  a  local  hero  wasn't 
enough.  In  1982  Viking  launched  an 
ambitious  expansion  plan  designed  to 
transform  the  company  into  a  West 
Coast  regional  carrier  in  short  order. 
In  18  months  the  Banghams  acquired 
operating  rights  in  five  neighboring) 
states  and  spent  $35  million  for  new* 
terminals  and  trucks,  nearly  doubling, 
the  number  of  terminals  to  30. 

It  was  too  much,  too  soon.  Traffic, 
fell  off  in  Viking's  mainstay  Califor- 
nia market  as  the  Banghams  concen- 
trated on  bringing  new  territories  in 
line.  As  interest  rates  climbed,  so  did 
debt— from  36%  to  55%  of  total  cap- 
italization. Then  a  new  computer  sys- 
tem, purchased  in  anticipation  of  all 
the  new  business,  broke  down,  snarl- 


Rick  Browne/Picture  Group 


Randy  Bangham,  president  of  Viking  Freight  System,  with  some  of  hi*  fleet 
"We've  always  run  this  company  lUce  afamily  business." 
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AFFORDABLY  HYATT. 
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When  you  come  to  Hyatt,  you  always 
take  away  one  surprising  fact.  The  fact 
is,  we're  just  as  affordable  as  other 
hotels.  What's  surprising  is  that  we  give 
you  so  much  more. 

We  give  you  our  remarkably 
attentive  Hyatt  service,  including 
express  check-out  and  turndown  service. 
A  generous  amenities  package  with  fine 
soaps,  shampoo  and  other  essentials. 
Our  rooms  are  spacious  and  elegantly 
furnished.  Our  restaurants  are  more 
inventive.  You'll  also  find  our  friendly 
Hvatt  atmosphere  an  asset  when  it 
comes  to  entertaining  clients,  when 
you  want  to  do  business  with  style. 

Whether  the  company  is  covering 
your  expenses  or  you're  covering  your 
own,  no  one  will  give  you  more  for 
less.  An  affordable  touch  of  Hyatt. 

YOU  WERE 
HERE* 

SAN  DIEGO 


Enjoy  spectacular  Mission  Bay  at  Hyatt 
Islandia  resort,  ten  minutes  to  avfiort 
and  downtown. 

OAKLAND  CITY  CENTER 


Part  of  the  downtown  business  hub, 
Hyatt  Regency  is  convenient  to  all  parts 
of  the  Bay  Area. 

PALO  ALTO    


Between  Silicon  Valley  and  Stanford, 
Hyatt  is  convenient  to  S.F.  and  San  Jose 
Airports. 

■    SAN  FRANCISCO 


Hyatt  Regency  soars  above  the 
Embarcadero  Center  business  complex. 

SAN  FRANCISCO 


Hyatt  on  Union  Square  is  an  elegant 
hotel,  located  in  the  heart  of  the  city's 
finest  shopping. 

HYATT0HOTELS 

For  reservations,  call  your  travel  plat 
or  800  228  9000.  e  1984  Hyatt#o%ls£orp: : 


Overwhelm  %i 

With  a  gift  of  early  radar  warning,  elegant  des^ 


Ihe  perfect  gift  is  more  than  a 
surprise;  it  hits  the  mark.  If  there's  a 
driver  on  your  list,  vou  can  give 
ESCORT  c  >r  PASSPORT  with  absolute 
confidence.  Here's  why: 

Head  Of  The  Class 

Car  mid  Driver  magazine  rated 
ESCORT  number  one  in  its  most 
recent  test,  calling  it  "...clearly  the 
leader  in  value,  customer  service 
and  performance..." 

In  fact,  in  the  six  years  since 
its  introduction,  ESCORT  has 
become  the  classic  instrument  of 
radar  detection.  Our  policy  of  con 
tinuous  refinement  has  maintained 
its  leading-edge  performance.  And 
the  experts  agree. 

New  Partner 
PASSPORT  is  brand  new.  For 
the  person  on  the  move,  switching 
between  cars  or  using  rentals  in 


distant  cities,  it  provides  ESCORT 
performance  and  features  in  a 
convenient  miniaturized  package. 
You  can  earn-  it  in  your  pocket  like, 
well,  a  passport.  The  magazine 
experts  haven't  tried  it  yet,  but  we 
think  they'll  have  to  search  as  hard 
for  the  superlatives  to  describe  it 
as  we  did  for  the  technology  to 
make  it.  The  SMD  ( Surface  Mounted 


you  a  precise  indication  of  rad 
type  and  range.  In  PASSPORT, 
graph  of  eight  Hewlett- Packarc 
LEDs  replaces  the  meter.  This 
allows  the  same  thorough  rada1 
report  in  a  pocket-size  package; 


Attention  To  Detail 

The  main  point  of  a  radar 
warning  device  is  performance! 


Volume  Control 


PASSPORT  fits  comfortably  in  a  shirt  pocket 


PASSPORT 


ESCORT 


Device)  circuitry  that  made 
PASSPORT  possible  is  simply  light 
years  ahead. 

First  Class  Performance 

When  radar  is  out  there,  the 
superheterodyne  circuitry  in  ESCORT 
and  PASSPORT  will  find  it:  over  hills, 
around  curves,  hidden  in  the 
bushes,  anywhere.  But  that's  just 
half  the  story 

Just  as  important  is  the  unique 
way  they  give  you  a  full,  easily 
understood  report  on  the  radar  they 
find.  ESCORT  has  led  the  way  with 
its  variable  pulse  audio  warning, 
analog  meter  and  amber  alert  lamp. 
These  all  work  together  to  give 


Signal  Strength  Meier 


City  Highway  Switch 

Men  Lam 

i HIGHWAY 

• 

the  perfect  gift  brings  somethii 
more:  pride  of  ownership.  Bot. 
ESCORT  and  PASSPORT  are  fin 
crafted  instruments  that  look  ri 
at  home  in  a  Porsche,  Mercede 
or  an)r  car. 

Both  have  precision  alumii 
housings  of  just  the  right  heft, 
finished  in  glare- resistant  black 
Each  has  a  volume  control  as  si 
as  that  of  a  fine  stereo.  Each  ha 
power-on  indicator  and  a  switc 
to  choose  between  city  and  hi£ 
way  operation.  They  even  have 
photoelectric  sensors  to  adjust 
brightness  to  the  light  level  of  t 
car's  interior.  PASSPORT  adds  ai 


Tunc  in   Talkback  with  Jerry  Calvin."  America's  new  weekly  call  in 
comedy  talk  show,  Sunday  evenings  on  public  radio  stations. 
Check  local  listings. 

©  1984  Cincinnati  Microwave.  Inc. 


lavorite  Driver 

nd  precise  craftsmanship -from  an  exclusive  source 


PASSPORT  is  only  ¥, ' '  tall  and  2¥,"  wide. 

dio  muting  switch  to  temporarily 
:feat  the  audio  during  long  radar 
counters. 

But  all  this  sophistication 
esn't  make  them  hard  to  use.  Just 
sitall  on  dash  top  or  clip  to  the 
[nvisor,  and  plug  into  your  lighter, 
pr  precision  electronics  take  over 
>m  there. 

Apart  From  The  Crowd 

We've  always  felt  that  users  of 
ecision  electronics  are  entitled  to 
■al  with  experts.  That's  why  we 
U  direct  from  our  factory  only 
lere  are  no  middlemen.  When  it 
•mes  to  customer  satisfaction,  we 
ke  full  responsibility. 

And  while  our  system  of  factory- 
rect  sales  was  not  designed 
lecifically  for  gift  givers,  it  does 
fer  some  rather  special  benefits. 
)r  example,  you  needn't  worry 
)out  buying  a  discontinued  model 
ill  in  a  store's  stock.  Your  gift  will 
?ver  be  seen  marked  down  in  the 
scount  chains.  More  importantly 
ving  either  ESCORT  or  PASSPORT 
lows  you  were  concerned  enough 


about  quality  to  track  down  the 
only  source.  And  there's  one  more 
advantage. 

Easy  Shopping 

ESCORT  and  PASSPORT  let  you 
do  your  Christmas  shopping  by 
phone  and  avoid  the  retail  hassle. 
No  searching  for  parking.  No  stand- 
ing in  lines.  We're  only  a  toll-free 
call  and  a  parcel  delivery  away. 

Most  important  of  all,  ESCORT 
and  PASSPORT  are  guaranteed  to 
please.  Holidays  or  anytime,  take 
the  first  thirty  days  as  a  trial.  If  you're 
not  absolutely  satisfied,  return  your 
purchase  and  we'll  promptly  refund 
your  money  and  your  mailing 
costs.  We  also  back  ESCORT  and 
PASSPORT  with  a  full  one-year 
limited  warranty. 


wm 


ESCORT  and  PASSPORT  come  complete 
with  accessories. 

Car  and  Driver  catted  us  the 
"class  act"  in  radar  detection.  So 
order  now,  and  let  ESCORT  or 
PASSPORT  overwhelm  your  favorite 
driver. 


Order  Today 

By  Phone:  Call  us  toll  free.  A 
member  of  our  sales  staff  will  be  glad 
to  answer  any  questions  and  take 
your  order,  (Please  have  your  Visa  or 
MasterCard  at  hand  when  you  call). 

TOLL  FREE  800-543-1608 

IN  OHIO  800-582-2696 

(Phone  M-F  8-8,  Sat  9-5:30  EST) 

By  Mail:  We'll  need  to  know  your 
name  and  street  address,  daytime 
phone  number,  and  how  many 
PASSPORTS  and  ESCORTs  you  want. 
Please  enclose  a  check,  money  order, 
or  the  card  number  and  expiration 
date  from  your  Visa  or  MasterCard. 
(Personal  or  company  checks  require 
18  days  processing.) 


PASSPORT 

RADAR-RECEIVER 

PASSPORT  $295  ($16.23  tax  in  OH) 
(Available  November  1,  1984) 
Pocket-Size  Radar  Protection 

ESCORT 

RADAR  WARNING  RECEIVER 


ESCORT  $245  ($13.48  tax  in  OH) 
The  Classic  of  Radar  Warning 

Cincinnati  Microwave 
Department  100-044 
One  Microwave  Plaza 
Cincinnati,  Ohio  45296-0100 


ing  records  for  months.  After  over  a 
decade  of  revenues  and  earnings 
growth  of  50%  a  year  or  better,  Viking 
lost  money  in  the  fourth  quarter  of 
1983.  It  also  lost  face  with  investors, 
who  paid  $21.50  a  share  in  a  second- 
ary stock  offering  in  June  1983.  Even 
now  the  stock  is  back  only  to  12. 

It  took  fast  thinking  to  bring  Viking 
back  from  the  brink.  Under  deregula- 
tion, interstate  rights  are  easy  to  get 
from  the  Interstate  Commerce  Com- 
mission, but  state  regulatory  agencies 
still  control  intrastate  rights.  Criteria 
differ  wildly  from  state  to  state.  One 
reason  Viking  jumped  at  obtaining 
rights  in  Oregon  and  Washington  (two 
of  the  toughest  states  in  the  nation) 
was  that  the  rights  suddenly  became 
available  from  a  bankrupt  carrier  in 
June  1983. 

"It  was  then  or  never,"  says  Randy 
Bangham,  who  runs  day-to-day  oper- 


ations. "We  knew  if  we  didn't  act  fast, 
even  if  it  meant  taking  territory  faster 
than  we  liked,  we'd  be  caught  up  in 
red  tape  for  years." 

Another  quick  decision  came  from 
the  realization  that  the  Banghams 
couldn't  continue  to  do  everything 
themselves.  "We've  always  run  this 
company  like  a  family  business,"  says 
Randy  Bangham,  who  with  his  broth- 
er owns  12%  of  the  company's  3.5 
million  shares  "That  was  fine  when 
we  were  in  one  state,"  Randy  adds, 
"but  as  a  regional  company  Dick  and  I 
were  spreading  ourselves  too  thin." 
Last  year  the  Banghams  hired  a  finan- 
cial officer.  That  freed  the  Banghams 
to  do  what  they  do  best:  develop  busi- 
ness in  new  territories  and  build  em- 
ployee morale  with  the  monthly  bull 
sessions  and  personal  chats  that  have 
kept  productivity  up  and  the  Brother- 
hood of  Teamsters  out. 


Viking  now  gets  34%  of  revenues 
from  conventional  interstate  hauls. 
The  Banghams  have  also  struck  inter- 
modal  marketing  agreements  with 
two  truckers  in  the  East  and  Midwest 
to  provide  national  service.  Inter- 
modals,  as  the  name  implies,  involve 
the  use  of  different  modes  of  transpor- 
tation: Shipments  are  picked  up  by 
truck  in  one  region,  moved  by  rail, 
boat  or  air  across  the  country  and  de- 
livered by  truck  to  the  final  destina- 
tion. With  intermodal,  Viking  hopes 
to  persuade  existing  West  Coast  cus- 
tomers not  to  switch  to  national  carri- 
ers for  their  out-of-state  deliveries. 
Can  Viking  make  the  jump  to  being  a 
major  regional  carrier  without  sacri- 
ficing the  service  reputation  that  has 
made  its  fortune?  The  Banghams  are 
confident.  "All  we  need  now  is  time 
to  make  this  expansion  pay  off,"  says 
Randy  Bangham.  ■ 


Chairman  Jim  Attwood  is  shaking  up  Mu- 
tual of  New  York — so  thoroughly  that  out- 
side investors  may  someday  own  a  portion 
of  the  big  insurance  company. 

The  stock 
answer 


By  Ben  Weberman 


WITH  $9.3  BILLION  IN  ASSETS, 
Mutual  Life  Insurance  Co.  of 
New  York  is  as  big  as  it  is 
stodgy.  While  competitors  have 
moved  aggressively  into  group  insur- 
ance and  offered  innovative  high- 
yield  policies,  MONY,  for  the  most 
part,  has  held  the  fort  with  conven- 
tional whole  life.  "We  have  shown 
little  willingness  to  change,  experi- 
ment or  innovate,"  says  Chairman 
and  Chief  Executive  James  Attwood. 
A  major  developer  of  new  pension 
fund  investment  and  variable  life 
strategies  at  Equitable  Life  Assurance, 
Attwood  built  a  reputation  as  an  inno- 
vator during  a  15-year  career  there. 
But  John  Carter  got  the  chief  execu- 
tive's job  at  Equitable  in  1982,  and 
Attwood  wanted  to  run  his  own  com- 
pany. MONY's  board  of  directors  of- 


fered him  the  chance  last  year. 

Attwood  clearly  wants  to  bring 
change  to  the  141 -year-old  insurer: 
"By  1990  we  will  expand  our  products 
to  include  noninsurance  financial  ser- 
vices. Investment  operations  will  be- 
come a  separate  business.  We'll  even 
aggressively  pursue  tax  shelters,  mu- 
tual funds  and  stock  brokerage." 

Bold  plans.  But  Attwood,  57,  faces 
stiff  obstacles.  As  a  mutual  company, 
owned  by  its  policyholders,  MONY 
can't  raise  capital  by  selling  stock  or 
bonds  to  the  public.  So  Attwood  must 
rely  solely  on  internal  resources  to 
finance  expansion. 

This  hasn't  prevented  other  mu- 
tuals  from  branching  out.  Equitable 
offered  $460  million  to  buy  Donald- 
son, Lukfin  &  Jenrette.  In  late  1982 
Metropolitan  Life  paid  $85  million  for 
Boston's  State  Street  Research  & 
Management    Co.,    which    manages 


mutual  funds.  And  three  years  ago 
Prudential  moved  into  the  retail  se- 
curities business  by  buying  Bache 
Group  Inc.  for  $385  million. 

MONY  can't  afford  such  splashy 
moves.  It  is  one-eighth  Prudential's 
size.  So,  Attwood  says:  "We  want  to 
form  linkages  or  alliances,  share  fa- 
cilities and  enter  joint  ventures.  This 
will  allow  product  expansion  while 
reducing  the  need  for  our  capital." 

Attwood  is  also  exploring  the  possi- 
bility of  raising  new  money  by  "de- 
mutualizing"  MONY,  turning  it  into 
a  public  company.  This  could  make 
expansion  easier  and  allow  the  firm  to 
compensate  key  executives  with 
stock  options.  It  might  save  money, 
too,  since  the  law  taxes  mutual  insur- 
ance companies  more  heavily  than 
their  investor-owned  competitors. 

Demutualization  has  been  a  goal  of 
mutual  insurers  for  years,  and  it  raises 
many  thorny  legal  questions.  Most 
revolve  around  policyholders'  sur- 
plus. This  is  a  mutual  company's 
equivalent  of  retained  earnings,  and. 
legally  it  belongs  to  policyholders. 

But  who  owns  the  surplus  if  a  mu- 
tual goes  the  stockholder  route?  In 
MONY's  case  this  surplus  could  be  as 
much  as  $800  million,  and  the  law  is 
vague  as  to  how  the  money  would  be 
distributed.  So  much  to  each  policy- 
holder? Or  in  proportion  to  the  size  of 
each  policy? 

Federal  savings  and  loan  regulators 
faced  a  similar  problem.  They  re- 
quired mutually  owned  thrift  institu- 
tions to  make  initially  offered  shares 
available  to  depositors  in  proportion 
to  the  size  of  their  accounts,  with  the 
stock  going  only  to  those  who  had 
deposits  for  one  year  or  more. 
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Why  sponsors  of  major  projects 

retain  The  Morgan  Bank  as 
export-import  finance  advisor 


Shown  at  one  of  Iceland's  remote  hydroelectric  stations  are,  from  left,  David 
New  York-based  head  of  the  bank's  Multisource  Export  Finance  group;  and 


Most  major  projects  — from  giant  energy 
plants  to  mass  transit  systems— require 
large  amounts  of  equipment,  materials, 
and  engineering  and  construction  serv- 
ices from  sources  around  the  world. 

Arranging  the  best  financing  of  these 
goods  and  services  is  vital  to  a  project's 
success,  and  an  experienced  export- 
import  financial  advisor  can  make  the 
difference. 

The  Morgan  Bank  has  a  long  history 
of  successfully  negotiating  export  financ- 
ings for  governments,  government 
agencies,  and  corporations  worldwide. 
We  deal  knowledgeably  with  suppliers, 
their  banks,  and  export  credit  agencies 
so  that  sponsors  will  obtain  the  lowest 
interest  rates,  the  longest  repayment 
periods,  the  best  terms  and  conditions. 


When  a  client  retains  Morgan's  Mul- 
tisource Export  Finance  Group,  we  will: 

D  Help  prepare  the  financial  section 
of  the  bid  documents. 

□  Analyze  all  bids  in  all  currencies 
and  reduce  them  to  a  common  cur- 
rency for  comparability. 

D  Use  a  proven  computer  model  to 
calculate  present  values  and  internal 
rates  of  return  relative  to  interest  rates, 
contract  prices,  currency  alternatives, 
grace  periods,  repayment  periods,  fees. 

□  Help  design  and  conduct  a  nego- 
tiated bid  process. 

D  Structure  currency  swaps,  inter- 
est rate  swaps,  long-dated  forward 
exchange  contracts,  currency  options, 
and  delayed  rate  settings  to  minimize 
risk  and  reduce  borrowing  costs. 

The  Morgan  Bank 


Wheeler  of  Morgan's  London  office;  George  Cashman, 
Ingvar  Bjornsson,  senior  engineer  with  Landsvirkjun. 

□  Simplify  loan  documents  when 
lenders  are  from  different  countries. 

□  Implement  financial  plans  with 
disbursement  procedures,  letters  of 
credit,  and  money  transfers  for  timely 
receipt  and  payment  of  funds. 

Landsvirkjun,  Iceland's  national 
power  company,  retained  Morgan  to 
advise  on  the  electro-mechanical  works 
of  its  $120  million  Blanda  hydroelectric 
power  project — with  over  100  separate 
bidders.  Other  recent  clients:  an  Asian 
mass  transit  system,  a  European  airline, 
a  multinational  petroleum  company. 

To  discuss  your  project,  call  your 
Morgan  banker,  or  George  D.  Cashman, 
Vice  President,  Multisource  Export 
Finance,  Morgan  Guaranty  Trust  Com- 
pany, 23  Wall  Street,  New  York,  NY  10015. 


There  are, -in  the  United  State 
available  than  Rolls  Royee*  au 
thinking  of  giving  either  as  c 
Hennessy  X.O  comes  in  a  boj 
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wer  bottles  of  Hennessy  X.O 
iobiles.  l£  however,  you  are 
;,  you  should  know  that  only 


Personal  Reminder  Card 

Hennessy  X.O 

Toll  Free  Ordering  Number 

1-800- flEl-S?E>S 

(In  Arizona  M02-957-4923) 

When  ordering,  simply  give  the  Hennessy  Gift  Counselor 
your  major  credit  card  number,  and  the  name,  address  and 
phone  of  the  recipient.  A  25  word  gift  card  message  may  be 
included  at  no  extra  charge. 

See  othar  side  for  pricing  and  delivery  information. 


Send  a  gift  of  classic  quality, 
while  scarcely  lifting  a  finger. 

There  are  fine,  thoroughbred  autos— and 
there  is  the  Rolls  Royce® 

There  are  fine,  noble  cognacs— and 
there  is  Hennessy  X.O. 

At  about  $840  a  case  or  $70  a  bottle, 
Hennessy  X.O  is  less  expensive  than  a  Rolls 
—but  it  is  no  less  an  expression  of  rare  artistry 
and  "hand  made"  quality. 

Indeed,  for  over  200  years,  Hennessy  tasters 
have  been  the  masters  of  the  patient  art  of 
selecting,  ageing  and  blending  cognacs  from  the 
best  "crus"  of  the  Cognac  district  of  France.  So 
selective  are  they  that  Hennessy  X.O,  aged  for 
many  years  in  casks  of  Limousin  oak,  is  always  in 
short  supply  to  connoisseurs  around  the  world. 

Nevertheless,  a  limited  amount  of  Hennessy  .. 
X.O  will  once  again  be  made  available  in  the 
United  States  during  the  coming  season.  If  you 
wish  to  have  it  sent  as  a  gift  (perhaps  toyoufself) 
we  have  made  it  remarkably  easy  to  order  by 
telephone.  Just  lift  off  the  attached  card; 
it  explains  it  all. 


Sometimes  in  our  hunger 

for  results  we  forget 

we're  building  tomorrow's 

America  as  surely 
as  our  predecessors 

built  today's. 


Our  striving  for  success  is  pointless  unless 
it  strengthens  the  foundation  upon 
which  those  who  come  after  us  can  build. 
If  we  keep  our  efforts  in  that  direction, 
we  can  truly  say  we  work  for  America.      A 
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interNorth  is  an  international  energy-based  corporation  involved  in  exploration  and  production  of  oil  and  natural  gas, 
natural  gas  transportation  and  distribution,  liquid  fuels  and  petrochemicals.  International  headquarters:  Omaha,  Nebraska 


If  MONY  doesn't  demutua- 
lize,  Attwood  has  an  alter- 
native solution.  He  has 
100%-owned  stock  subsid- 
iaries to  offer  group  pen- 
sions and  other  services 
that  don't  give  policy- 
holders a  claim  on  earn- 
ings. These  subsidiaries 
can  go  to  the  public  market. 


Unfortunately,  the  law  in  New 
York,  where  many  mutual  insurance 
companies  are  based,  doesn't  address 
this  issue.  There's  also  another  draw- 
back: "If  we  were  to  transfer  the  sur- 
plus to  policyholders  and  then  try  to 
sell  stock  against  earnings,"  says 
Floyd  Smith,  MONY's  chief  financial 
officer,  "we  would  be  marketing 
stock  without  earnings  or  book  value. 
That  doesn't  make  much  sense." 

Attwood  thinks  he  has  found  the 
answer.  Mutual  life  policyholders 
have  the  right  to  vote  and  the  right  to 
the  residual  value  of  surplus  if  the 
company  should  liquidate.  Demu- 
tualization,  he  says,  isn't  liquidation. 
So  it  doesn't  require  distribution  of 
surplus.  It  merely  means  that  share- 
holders become  a  new  class  of  owners 
with  voting  rights. 

The  only  question  is  how  to  com- 
pensate policyholders  for  loss  of  vot- 
ing rights.  Since  fewer  than  5%  of 
MONY's  eligible  policyholders  actu- 
ally vote,  he  argues,  this  right  can't  be 
worth  much.  An  interesting  position, 
but  one  that  lawmakers  haven't  ac- 
cepted so  far. 

Even  if  MONY  could  keep  the  sur- 
plus and  go  public,  now  is  not  the 
time,  says  Smith.  Earnings  will  be 


approximately  $60  million  this  year. 
Since  similar  stock  companies  sell  at 
a  price  of  8  times  earnings,  that  works 
out  to  a  market  value  for  MONY  of 
perhaps  $480  million — far  less  than 
book  value  of  around  $800  million. 

Attwood  has  a  possible  solution  for 
that,  too.  MONY  has  established 
100%-owned  stock  subsidiaries  offer- 
ing group  pensions  and  other  services 
that  don't  give  policyholders  a  claim 
on  earnings.  MONY  Life  of  America 
markets  universal  life  products  and 
single-premium  deferred  annuities, 
MONY  Pension  Insurance  Co.  caters 
to  pension  plans,  and  small  MONY 
Securities  Corp.  offers  mutual  funds, 
tax  shelters  and  discount  brokerage 
services.  The  subsidiaries  can  go  to 
the  public  market  without  changing 
MONY's  legal  charter. 

Complicated?  Yes,  but  not  all  bad. 
Attwood  takes  some  comfort  in  being 
hemmed  in  by  the  restrictions  of  mu- 
tuality. In  an  era  of  hostile  takeovers, 
he  says  with  a  wry  smile,  he  doesn't 
have  to  worry  about  golden  para- 
chutes, shark  repellent  and  white 
knights.  "I  can  concentrate  on  long- 
range  strategic  planning  to  build  the 
company,"  he  explains.  "Which  is 
just  what  I  am  doing."  ■ 


Mutual  ofNeiv  York  Chairman  James  Attwood 

Trying  to  get  more  capital,  without  giving  away  the  store. 
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Marketing 


Edited  by  Stephen  Kindel 


There's  good  money  again  in  high-quality 
menswear.  Behind  the  renaissance?  Entre- 
preneurial young  American  designers  and 
smart  merchandising. 

A  license 
[   to  make  money 


Here's  a  trend  every  reader 
who  trades  in  a  department 
store  can  verify  for  himself. 
And  herself.  Neiman-Marcus  now  de- 
votes a  large  part  of  the  main  floor  of 
its  flagship  Dallas  store  to  displaying 
and  selling  menswear.  At  Blooming- 
dale's  in  New  York,  menswear  gets 
nearly  half  of  the  main  floor  and  an 
additional  half  a  floor  just  a  short  es- 
calator ride  down  to  a  handsomely 
decorated  space  that  once  was  the 
basement.  The  story  is  the  same  at 
Macy's  California  division  store  in 
San  Francisco  and  at  Garfinckel's  in 
Washington,  D.C. 

No  great  mystery  underlies  the 
stores'  quickening  interest  in  men's 
clothes.  Says  Neiman-Marcus  Vice 
President  James  F.  Guerra:  "We  de- 
vote increasing  floor  space  to  mens- 
wear because  it  is  one  of  the  best 
performers  in  the  store,  in  terms  of 
sales  and  margins." 

Hear!  Hear!  say  menswear  manu- 
facturers, such  as  Hartmarx  Corp.  and 
Oxford  Industries  Inc.,  which  have  re- 
cently begun  to  make  stylish  profits 
again  after  almost  ten  years  of  shabby 
returns. 

Credit  changing  times  more  than 
changing  fashions.  And  credit,  too,  a 
vigorous  group  of  entrepreneurial 
young  American  designers  for  spot- 
ting a  hole  in  the  market.  The  cus- 
tom-made suit  of  father's  and  grandfa- 
ther's generation  (which  costs  $1,000 
minimum  today)  priced  itself  out  of 
the  market.  But  if  bespoke  clothes  all 
but  disappeared,  a  market  for  quality 
stuff  at  a  stiff  (but  not  extraordinary) 
price  remained. 

Enter  young  designers,  such  as  Jef- 
frey Banks.  At  30,  he  has  surged  into 
the  top  ranks  of  menswear  design. 
Banks'  menswear  collection  and  his 
designs  for  Merona  Sport,  an  all-fam- 
ily   sportswear    line,    will    generate 


Menswear  designer  Jeffrey  Banks  of  Jeffrey  Banks  Ltd.  and  Merona  Sport 
"Designing  well  means  instant  recognition.  True  art  takes  forever." 


Banks' fall  tweeds  for  1984 
Lauren's  influence,  plus. 
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1984  Coty  award  winner  Andrew  Fezza 
"In  menswear,  change  has  to  be  slower. 


Autumn  Kratochvil 


Marketing 


close  to  $100  million  in  sales  this  year 
for  Atlanta-based  Oxford  Industries, 
the  $600  million  (revenues)  apparel 
maker  that  licenses  his  designs. 

This  puts  Banks  third  in  menswear 
sales  only  to  such  long-established 
figures  as  Ralph  Lauren,  who  licenses 
his  Polo  line  to  Oxford  and  Palm 
Beach,  and  Perry  Ellis,  who  licenses  to 
Manhattan  Industries,  and  far  ahead 
of  such  names  as  Bill  Blass  and  John 
Weitz.  Besides  menswear  and  Merona 
Sport  for  Oxford,  Banks  earns  royal- 
ties from  five  other  licensees,  includ- 
ing two  in  Japan,  and  has  three  more 
deals  pending.  It  all  adds  up,  says 
Banks,  to  an  income  of  about  $2.5 
million  a  year  for  his  budding  holding 
company,  Jeffrey  Banks  Ltd. 

Others  building  reputations  and 
small  fortunes  designing  menswear 
include:  Alan  Flusser,  39,  winner  of 
the  1983  Coty  award  for  menswear; 
the  team  of  Gene  Pressman,  34,  and 
Lance  Karesh,  39;  and  29-year-old  An- 


drew Fezza,  who  may  earn  almost 
$400,000  this  year  from  license  fees 
for  his  collection,  which  Tucker  In- 
ternational, an  apparel  manufacturer, 
has  placed  with  Bergdorf  Goodman 
and  Garfinckel's,  among  others. 

In  all,  menswear  manufacturers 
will  pay  out  about  $50  million  in  li- 
cense fees  to  the  top  designers  this 
year,  and  be  happy  to  do  it,  because 
design  has  reinvigorated  their  busi- 
ness. Sales  of  domestic  and  imported 
men's  and  boys'  suits,  slacks,  shirts 
and  sweaters,  now  roughly  $15  billion 
at  retail,  have  grown  5%  a  year  in  unit 
volume  since  1979  but  an  average 
19%  a  year  in  dollar  value.  That's 
faster  than  the  inflation  rate,  and  it  is 
top-of-the-line  clothing — $1  billion  at 
retail  this  year — that  accounts  for  a 
major  share  of  the  growth. 

The  payoff  is  visible  in  the  returns 
of  Oxford  Industries,  23%  on  equity 
in  1984,  compared  with  11%  in  1979; 
Manhattan  Industries,  an  estimated 
20%  in  1984  compared  with  a  deficit 
in  1979;  Hartmarx  Corp.  (formerly 
Hart,  Shaffner  &.  Marx),  an  estimated 
17%,  vs.  11%;  and  others. 

What  the  menswear  firms  have  dis- 
covered is  the  benefit  of  dealing  with 


Fezza-designed  suit  for  fall 
Business  suits  meet  sportswear. 

entrepreneurial  designers  rather  than 
trying  to  design  top-of-the-line  cloth- 
ing within  their  own  companies.  The 
designer  in  his  own  business  does 
more  for  the  manufacturer  than  an 
employee  ever  could.  Jeffrey  Banks, 
for  example,  designs  his  own  fabrics, 
and  has  them  manufactured  in  Euro- 
pean mills.  He  chooses  30  or  so  colors 
from  a  palette  of  75  and  sends  his 
choices  along  with  his  specifications 
on  how  the  fabric  is  to  be  woven  to 
the  mills  in  Europe.  There  it  is  manu- 
factured and  tested  before  being  sent 
to  Oxford. 

Oxford  buys  the  fabric  from  the 
mills  and  makes  it  into  sample  gar- 
ments. Banks  works  directly  with  the 
patternmakers  and  tailors  as  they  pro- 
duce the  clothing,  which  is  70% 
hand-tailored,  as  opposed  to  mass- 
produced  suits,  which  are  100%  ma- 
chine-made. Besides  custom-designed 
fabrics,  Banks  uses  English  horn  for 
his  suit  buttons,  leather  and  pearl  but- 
tons on  his  shirts. 

Such  touches  add  to  cost,  of 
course — $10  to  $20  more  per  yard  for 
designer  suit  fabric  compared  with 
that  in  an  ordinary  suit,  and  there  are 
5  yards  in  a  suit.  When  Banks  sells  his 
line,  from  samples,  to  department 
store  buyers,  he  is  selling  a  $300-to- 
$400  suit  at  wholesale,  which  the 
stores  then  park  up  50%  to  55%.  But 
the  market  these  days  will  stand  for 
it.  Hence  that  added  floorspace  in  the 
best  stores. 

Upscale  men's  clothes  have  always 
been  an  image  business,  but  it's  a 
business  in  which  considerable  sub- 
stance underlies  the  shadow.  Besides 
being  almost  entirely  hand-sewn,  a 
well-made  suit  will  be  softer  and  wear 
longer  because  the  stitching  and  all 
natural  interlinings  allow  the  suit  to 
give  from  use  and  repeated  dry  clean- 
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ing,  whereas  a  machine-made  suit 
will  eventually  bubble  and  shrink. 

Granted,  in  a  world  that  has  made 
room  for  designer  chocolates,  sophis- 
ticated customers  instinctively  won- 
der how  much  value  they  are  actually 
buying  when  they  pay  for  a  designer's 
name  on  the  garment.  But  in  the  case 
of  some  men's  clothes,  there's  sub- 
stance here,  too.  Jeffrey  Banks'  re- 
sponsibilities, for  example,  are  far 
from  over  when  the  specialty  bou- 
tiques and  department  stores  pur- 
chase the  garments  from  Oxford.  He 
and  his  people  go  over  the  merchan- 
dise again,  making  meticulous  checks 
of  buttonholes  and  linings  in  store- 
purchased  clothing.  It's  a  tough,  com- 
petitive business,  and  if  you're  asking 
a  customer  to  pay  $500  for  a  suit,  it 
had  better  be  right.  "As  good  as  my 
designs  might  be,"  says  Banks,  "just 
good  design  is  not  enough  in  that  mar- 
ket. I  can't  give  people  any  reason  to 
look  somewhere  else." 

Overalls  are  sold,  but  $500  suits  are 
merchandised.  Designers  such  as 
Banks  and  Fezza  regularly  make  ap- 
pearances at  the  department  stores 
that  carry  their  clothes.  There  they 
soothe  the  insecure  with  helpful  hints 
on  how  to  match  up  designer  shirts 
and  ties  with  designer  suits. 

No  less  important  is  devising  strat- 
egies to  overcome  a  problem  all  too 
familiar  now  in  the  automobile  busi- 
ness. "Sticker  shock,"  Neiman-Mar- 
cus'  James  Guerra  calls  it.  "Men  don't 
buy  suits  as  often  as  women  buy 
dresses,  so  they  look  at  the  tag  on  a 
new  suit  and  they  decide  to  make 
their  suit  last  another  year."  One  so- 
lution? As  they  say  in  Detroit,  sell  the 
options.  "If  you  put  the  shirts  and 
socks  and  sweaters  from  a  designer  in 
the  same  place  as  you  put  his  suits, 
the  men  will  buy  accessories  instead 


of  just  walking  out  of  the  store,"  says 
Guerra.  The  kind  of  shirts  and  socks 
he's  talking  about  don't  come  cheap. 
Take  one  of  Fezza's  fall  shirts.  Long- 
sleeved,  with  exposed  fringe  seaming 
and  a  soft,  rolled,  button-up  collar,  it 
is  made  of  100%  Italian  wool  and  will 
go  for  $  1 80.  Sticker  shock  has  even  hit 
the  humble  sock — $80  for  a  pair  of 
Ralph  Lauren's  kneesocks  (100% 
cashmere,  naturally). 

Despite  those  prices — conceivably 
because  of  them,  such  are  the  vagaries 
of  fashion — U.S.  menswear  has  even 
become  something  of  an  export  indus- 
try. One  of  Jeffrey  Banks'  major  li- 
censing outlets  is  Japan,  where  Daido 
and  Mitsubishi  manufacture  and  dis- 
tribute his  clothes.  Says  Banks,  "Ja- 
pan is  the  most  advanced  consumer 
society  in  the  world.  A  Japanese  cus- 
tomer goes  over  a  suit  jacket,  looking 
at  detail.  Everything  has  to  be  perfect, 
or  it  won't  sell." 

But  sell  it  does.  Virtually  every  ma- 
jor and  up-and-coming  American  de- 
signer now  derives  substantial  licens- 
ing revenues  from  Japan,  whose  con- 
sumers favor  the  conservative  look  of 
American  tailoring  over  more  highly 
styled  Italian  and  French  designs.  Jap- 
anese outlets  such  as  Beam's  and 
Ships  have  built  large  chains  selling 
the  ail-American  look,  and  American 


stores  such  as  Paul  Stuart  and  Brooks 
Brothers  maintain  profitable  outposts 
in  Tokyo.  Now  designers  Gene  Press- 
man— whose  family  owns  Barneys 
New  York,  New  York's  largest  men's 
clothing  store — and  Lance  Karesh 
have  opened  their  own  store  in  Tokyo 
to  sell  their  Basco  line.  They  expect 
1984  sales  to  approach  $5  million. 

Given  the  American  male's  tradi- 
tional wariness  about  anything  la- 
beled "fashion" — a  word  that  still  car- 
ries a  vaguely  unmasculine  connota- 
tion for  many  men— top  designers 
take  pains  to  call  their  new  ideas 
something  else.  Andrew  Fezza  says  he 
is  in  the  business  of  "introducing 
change  at  a  slower  pace."  Designer 
Alan  Flusser  describes  it  not  as 
change  but  as  working  variations  on  a 
constant  theme. 

Here,  too,  there  is  reason  under  the 
rhetoric.  The  "theme"  Flusser  has  in 
mind  is  that  announced  by  the  En- 
glish drape  suit,  which  made  its  ap- 
pearance in  London's  Savile  Row  in 
1906  and  subsequently  made  its  way 
to  the  U.S.  in  the  luggage  of  notable 
fashion  plates — Fred  Astaire,  Douglas 
Fairbanks  and  Cary  Grant.  A  more 
streamlined  American  version,  which 
placed  more  emphasis  on  natural 
shoulders,  was  adopted  by  Brooks 
Brothers,  where  it  quickly  became  a 


Alan  Flusser  broivn  single-breasted  suit 
The  English  drape,  Americanized. 


Designer  and  fashion  historian  Alan  Flusser 

"Good  design  means  variations  on  a  constant  theme. 
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School-Financial 
Management 

Scientific  Subroutine 
Package 

Sort/Merge 

Strategic  Profit  Model 

Structured  Query  Lan- 
guage/Edit 

Subscription  Fulfillment 
Trade  Association 

Supermarket  System-Host 
Support 

Surgery  Reporting 
(Patient  Care  System) 


Office  Management 
System 

OFFICE/38  Text 
Management 

Online  Membership 
System 

Operator  Communica- 
tion Control  Facility 

Order  Entry  and 
Invoicing 


Fastdraft  System 

File  Transfer  Program 
(FTP) 

Fixed  Asset  Accounting 
and  Control 

Forecasting  and  Time 

Series  Analysis 
FORTRAN 


Tape  Library  Control 
System 

Telephone  Toll 
Data  Collection-Centr  \ 

Teleprocessing  Network 
Simulator 

The  Information  Facilit 
(TIF) 

Thesaurus  Retrieval 
(STAIRS/VS) 

Time  Sharing  Option 
Extensions  (TSO/E) 


If  none  of  these  meets  your  need 
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Whether  your  company  is  an  industrial 
giant  or  a  cottage  industry,  if  you  have  a 
need  for  software,  chances  are  IBM  has  a 
software  solution. 

After  all,  we've  been  writing  computer 
software  for  more  than  30  years. 

Software  for  almost  every  industry  and 
almost  every  kind  of  application. 

From  manufacturers  and  banks  to 
lawyers  and  doctors.  For  our  largest 


computers  and  our  smallest. 

Some  IBM  software  helps  you  to  take 
care  of  basic  business  needs,  such  as 
accounts  receivable,  inventory  control  or 
sales  analysis. 

Other  more  specialized  systems  focus 
on  a  particular  industry.  Do  you  manage 
motel?  Run  a  construction  company?  Or 
schedule  a  fleet  of  trucks?  Ask  us. 

Most  data  professionals  know  IBM  for 
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Wideband  Communica- 
tion Program 

Workstation  Search 
Facility  (WSF/38) 


Advanced  Communica- 
tion Facility/VTAM 
(ACF/VTAM) 

Adventures  in  Math 

Apparel  System-Order 
Allocation 

Application  Development 
Facility  (ADF) 

A  Programming 
Language-2  (APL2) 

Audio  Distribution 

System 

Auto  Dealer  Accounting 

Automated  Information 
Management  Devel- 
opment 


Railcar  Location  and 
Reporting  System 

Realtime  Programming 

System 

Remote  Job  Entry 
Facility 

Remote  Spooling  Com- 
munication Subsystem 

(RSCS/SNA) 

Resource  Access 
Control  Facility 

Restaurant  Management- 
Financial  Management 

Retrieval/36 


Education  Information 
System-Grading 

Electronic  Spread  Sheet 

Energy  Management 
System 

Engineering/Scientific 
Support  System  (E/S3) 

Executive  Data  Link  to 
IBM  Personal  Computer 


exactly,  we  have  2,876*more. 


our  sophisticated  system-level  software. 
And  high-productivity  packages  such  as 
DB2,  a  full-function  relational  data  base. 
And  a  selection  of  Information  Center 
products  that  help  computer  users  help 
themselves. 

But  what's  more  to  the  point  is  that  we 
know  the  real  meaning  of  software 
quality.  And  how  to  make  our  programs 
easy  to  learn  and  easy  to  use. 


So  when  you  need  a  software  solution, 
look  first  at  software  available  from  IBM. 
It  may  save  you  the  trouble  of  looking 
in  2,876  other  places. 

For  more  information  about  the 
broad  spectrum  of  software  available 
from  IBM,  call  your 
IBM  marketing  rep-    — 
resentative.  E 


*  Programs  available  as  of  9/12/84. 


Basco-designed  topcoat 
Conservative  clothes,  updated. 


Marketing 


staple  of  their  custom  department. 
There  natural  shoulder  clothing  re- 
mained, with  minor  variations,  until 
Brooks  Brothers,  in  the  face  of  rising 
costs  and  a  declining  demand  for  ex- 
pensive clothes  in  the  mid-Seventies, 
decided  to  get  out  of  the  custom  suit 
business. 

But  enter  here  the  entrepreneur. 
The  American  natural  shoulder  suit 
was  picked  up  by  Ralph  Lauren,  who 
had  worked  at  Brooks  Brothers. 
Founding  his  own  company  with 
backing  from  some  of  his  former 
Brooks  Brothers  customers,  Lauren 
updated  the  look  and  added  his  own 
touches,  chiefly  by  expanding  the 
range  of  fabrics  and  by  moving  into  a 
whole  range  of  sportswear.  Almost 
overnight,  Lauren's  designs  became  a 
successful  middle  ground  for  men 
who  wanted  a  certain  amount  of  good 
design  to  their  clothes,  but  not  so 
much  as  to  be  noticeably  fashionable. 

They  also  helped  revitalize  men's 
retailing,  as  evidenced  by  the  number 
of  fashionable  men's  clothing  stores 
that  began  to  appear  around  the  coun- 
try. Among  these  was  Britches  of 
Georgetown,  a  Washington,  D.C. 
clothier  that  opened  its  doors  in  1967 
to  sell  the  Lauren  look.  One  of 
Britches'  first  customers,  and  soon 
one  of  its  employees,  was  Jeffrey 
Banks,  then  a  high  school  student 
with  an  interest  in  art  and  a  feeling  for 
fashion.  "I  decided  early  on,"  says 
Banks,  "that  if  I  became  a  serious  art- 
ist, I  might  have  to  wait  my  entire  life 
for  some  recognition.  Designing 
clothes  was  a  way  of  getting  instant 


Basco  's  Lance  Karesh  ( left )  and  Gene  Pressman 
The  Basco  line  goes  to  Japan. 


Anlunin  Kratuchul 


recognition."  Impressed  by  Banks' 
sense  of  design^  Britches  owners  Da- 
vid Pensky  and  Richard  Hindin  intro- 
duced him  to  Lauren,  who  took  Banks 
on  as  his  assistant  in  1971. 

For  the  next  four  years  Banks  stud- 
ied at  Brooklyn's  Pratt  Institute  and 
Manhattan's  Parsons  School  of  De- 
sign while  working  for  Lauren  and 
later  for  Calvin  Klein,  where  the  em- 
phasis was  on  designing  women's 
clothes.  But  the  woods  were  full  of 
women's  wear  designers,  so  Banks 
turned  elsewhere.  "There  are  more 
limitations  [in  menswear],"  he  says, 
"but  if  you're  good,  you  can  make 
your  mark." 

His  timing  was  good.  Sportswear  in 
the  mid-1970s  was  just  beginning  to 
boom,  and  Banks,  working  for  others, 
began  to  develop  his  style,  and  his 
reputation,  designing  shirts,  sweaters 
and  ties.  In  1981  he  was  approached 
by  Steve  Eisendrath,  then  executive 
vice  president  of  Merona  Sport,  a 
fledgling  Westport,  Conn. -based 
sportswear  company  with  its  own 
stores,  who  asked  Banks  to  design  a 
new  collection.  The  success  of  that 
collection  prompted  Eisendrath  to  re- 
organize Merona  into  a  design  com- 


pany, which  was  then  sold  to  Oxford 
Industries.  Oxford  was  primarily  a 
manufacturer  of  middle-priced  pri- 
vate label  goods  sold  at  J.C.  Penney 
and  Sears  and  other  large  chains,  but 
it  had  picked  up  a  license  to  produce 
Lauren's  Polo  sportswear  for  boys  in 
1978,  and  was  on  the  hunt  for  other 
high-end  licenses  to  boost  its  mar- 
gins. Merona,  and  later  Jeffrey  Banks' 
menswear  line,  were  a  natural. 

As  other  menswear  manufacturers 
took  up  Oxford's  good  idea,  so  more 
entrepreneurial  designers — Fezza, 
Flusser  and  the  others — found  a  mar- 
ket for  their  talents. 

Now  the  problem  of  designers  like 
Banks  and  Fezza  is  not  to  kill  the 
goose.  They  are  so  much  in  demand 
from  licensers  that  they  must  take 
care  to  limit  the  number  of  manufac- 
turers with  whom  they  deal.  Other- 
wise overexposure  and  mounting  con- 
cerns about  quality  control  may  di- 
lute the  value  of  their  names,  as  it  has 
to  some  extent  the  names  Bill  Blass 
and  John  Weitz,  which  are  on  every- 
thing from  cars  to  chocolates.  As 
Banks,  who  has  no  intention  of  put- 
ting his  name  on  a  pair  of  jeans,  puts 
it:  "Why  try  to  top  Levi's?"  ■ 
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We  drive  cars  through  sand  storms  or 
ice  storms.  At  120°  in  the  Arizona  desert  and 
40°  below  in  the  Canadian  tundra. 

We  run  cars  over  cement  blocks,  gravel, 
cracks,  potholes  and  pits.  Again  and  again 
and  again. 

We  use  a  machine  to  batter  in  roofs.  Or 
we  slowly  crush  front  ends  in  a  powerful  vise. 

Last  year  we  willingly  put  cars— ours 
and  others— through  27  million  miles  of 
test  driving. 

And  if  s  all  for  you.  Because  it  takes 


repeated  analysis  of  wear  and  tear  at  these 
extremes  to  find  new  ways  to  make  your  car 
last  longer  and  perform  better  in  normal  use. 

We  believe  in  taking  the  extra  time,  giving 
the  extra  effort  and  paying  attention  to  every 
detail.  Thafs  what  it  takes  to  provide  the 
quality  that  leads  more  people  to 
buy  GM  cars  and  trucks  than  any 
other  kind.  And  why  GM  owners 
are  the  most  loyal  on  the  road. 

Thafs  the  GM  commitment 
to  excellence. 


rolet  •  Pontiac  •  Oldsmobile  •  Bi 


■ 


One  way  or  another. 


TT 
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Let's  get  it  together.  B- 


Nobody  sweats  the  details  like  GM, 


The  Falcon  50  can  take  you  anywhere, 
even  the  middle  of  nowhere. 


r 


The  Falcon  50's  versatility  begins  with  exemplary  short-field 
formance — and  takes  off  from  there.  Economical  on  short  flights, 
*  comfortable  on  long,  it  is  one  corporate  jet  that  can  do  it  all. 


he  Falcon  50  you  see  here  is 
jng  its  approach  into  the  air- 
i)  at  Tangier  Island,  Virginia,  on 
inonstration  flight.  Moments 
;  undaunted  by  a  stiff  Chesa- 
$e  breeze  blowing  across  the 
t  and  narrow  runway  (3600 
ft),  it  touched  down  for  an 
ventful  landing  with  1000  feet 
Dare.  The  world's  most  versatile 
mess  jet  had  arrived, 
hat  day,  it  had  begun  its  trip  in 
rboro,  NJ.  Yet  it  might  have 
i  arriving  from  far  more  distant 
its:  Paris,  Anchorage,  Manaus 
ima.  All  well  within  the  Falcon 
■  parameters  of  range,  runway 
'Comfort. 

A  fleet  unto  itself 

he  Falcon  50  can  fly  4200  stat- 
miles,  placing  it  squarely  in 
intercontinental  class.  Yet  it  is 
Idly  at  home  in  the  role  of  do- 
pe workhorse.  As  such,  it  is  a 
:unto  itself,  one  corporate  jet 
ban  perform  the  tasks  of  many. 
offers  the  comfort  and  prestige 
ji  intercontinental  airplane.  Its 
:ld  Class  cabin  is  an  environ- 
ft  eminently  suitable  for  long- 
;e  travel.  Designed  with  the 
ciples  of  ergonomics  firmly  in 
d,  it  passes  the  truest  test  of 
rcontinental  comfort;  that  a 
enger  be  as  comfortable  leav- 
the  plane  after  a  seven-hour 
it  as  when  boarding, 
loreover,  with  its  three-engine 
figuration,  it  is  the  only  current 
Auction  business  jet  that  con- 
ns to  FAA  safety  standards  gov- 
ng  ocean-crossing  airliners, 
bnversely,  it  can  fly  brief  hops 
l  the  fuel  economy  of  many  a 
Her,  shorter-range  jet.  Other 
lanes  in  its  class  lose  efficiency 
e  lower  altitudes  used  for 
it  flights.  The  Falcon  50  thrives 
hem. 


As  its  Tangier  Island  landing  at- 
tests, the  Falcon  50  is  a  large  airplane 
that  requires  very  little  runway.  For 
example,  it  could  easily  depart 
Tangier  on  a  98° F  day  with  enough 
fuel  to  fly  to  Miami  with  eight  pas- 
sengers and  IFR  reserves,  cruising 
at  Mach  .80. 

Such  remarkable  performance  is 
rare  in  a  business  jet  of  this  size  and 
range,  translating  directly  into  in- 
creased convenience  and  return  on 
investment  for  the  Falcon  50  owner. 
Not  only  can  he  fly  in  and  out  of 
remote  areas  where  small  airports 
are  the  only  airports,  he  can  also 
make  use  of  the  smaller,  community 
airports  that  are  often  closer  to  his 


capabilities  give  [the  Falcon  50]  a 
degree  of  mission  flexibility  that  no 
other  corporate  jet  has  enjoyed." 

There  when  you  need  it 

A  final  measure  of  the  Falcon 
50's  success  as  a  uniquely  func- 
tional airplane  is  its  remarkable 
reliability.  It  is  an  extraordinarily 
maintainable  airplane,  with  the 
longest  inspection  intervals  in  cor- 
porate aviation  and  no  structural 
life  limits. 

But  perhaps  the  most  telling 
proof  of  the  Falcon  50's  reliability 
is  the  fact  that  at  least  one  operator 
is  currently  flying  his  Falcon  50 


Takeoff  Distance  4700  ft. 
(BFL,  MGTOW,  ISA,  SL) 


Landing  Distance  2175  ft. 
(8  pax,  IFR.  ISA,  SL) 


Even  on  long  intercontinental  flights  with  large  pay  loads,  the  Falcon  50 
exhibits  outstanding  airfield  performance. 

business  destination,  such  as  five  to  six  days  a  week  and  well 

Chicago's  Meigs  Field,  or  Cleveland's  over  100  hours  a  month. 


Burke  Lakefront. 

The  Falcon  50,  then,  is  more 
than  just  a  business  jet.  It  is  many 
business  jets.  Business  &  Commer- 
cial Aviation  reported,  "...  the 
Falcon  50's  economy  of  operation, 
its  payload,  range  and  short-field 


r 


Amazingly  versatile,  remarkably 
reliable.  The  Falcon  50  is  clearly  a 
business  jet  like  no  other. 

For  more  information,  call  Roy 
Bergstrom  at  (201)  288-8479,  or 
send  us  the  coupon  below. 


FalconJet 

Teterboro,  NJ  07608 


Name. 


□  Please  send  more  information  about  the 
Falcon  50. 

□  I'd  like  to  arrange  for  a  demonstration  flight. 

□  Please  send  me  a  Falcon  50  performance 
calculator  (while  supplies  last). 

Title 


~l 


Company . 

Address 

City 

Phone  J 


State . 


Zip. 


L 


Now  flying  a . 


F 12384 


J 
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One  clone  of  MTV  is  already  here,  and  two 
more  are  coming  with  the  new  year.  Will 
anybody  really  watch  all  this  stuff? 


Music  for 
the  eyes 


By  Alex  Ben  Block 


Scott  Sassa,  25,  is  more  than  a 
vice  president  and  general  man- 
ager of  the  infant  Cable  Music 
Channel.  He's  also  the  official  censor. 
Sassa  sees  to  it  that  music  videos  with 
outrageous  sex  scenes  and  excessive 
violence — especially  those  that,  in  his 
judgment,  degrade  women — are  kept 
off  Ted  Turner's  newest  national  net- 
work. The  rest  of  the  time  Sassa 
scrambles  around  Hollywood  to  make 
sure  CMC,  which  wasn't  even  con- 
ceived until  12  weeks  before  it  went 
on  the  air  in  late  October,  has  enough 


product  and  staff  to  keep  pumping  out 
music  videos  24  hours  a  day  for  the 
handful  of  cable  systems  that  have 
agreed  to  carry  it. 

Music  video  is  Ted  Turner's  latest 
battleground,  following  his  successes 
with  superstation  WTBS  and  Cable 
News  Network.  Like  MTV,  which 
pioneered  round-the-clock  music  pro- 
gramming on  television,  CMC  is  a 
kind  of  video  jukebox  that  plays  and 
replays  videotapes  of  pop  music  stars 
in  performance  (although,  unlike 
MTV,  it  doesn't  have  on-air  "video 
jockeys").  The  tapes  are  made  by  rec- 
ord companies  that  distribute  them 


Nik  WheclefBlack  Sta 


Cable  Music  Channel's  Scott  Sassa 
"R"-rated  videos  need  not  apply. 


free  to  several  dozen  over-the-air  and 
cable  music  shows.  CMC's  program- 
ming is  available  in  only  about 
400,000  cable  homes,  far  fewer  than 
Turner  Broadcasting  had  originally 
projected.  CMC's  ability  to  maneuver 
and  grow  may  also  be  limited  by  se- 
vere loan  restrictions  bankers  have 
put  on  the  highly  leveraged  company. 
Turner  can  spend  only  $1  million  on 
CMC  this  year,  $7.5  million  next  year 
and  $5  million  in  1986,  leaving  little 
margin  for  error. 

Even  without  money  problems, 
CMC  will  have  its  hands  full.  Turner 
would  obviously  prefer  that  CMC 
play  the  hottest  new  videos  by  the  top 
recording  artists,  at  least  those  which, 
if  they  were  movies,  wouldn't  be  rated 
"R"  or  worse.  But  most  of  those  have 
already  been  locked  up  by  MTV  (seep. 
202),  never  shy  about  playing  sexually 
suggestive  and  violent  videos. 

CMC,  moreover,  isn't  the  only  one 
chasing  MTV.  Two  other  24-hour  mu- 
sic video  channels  plan  to  go  on  the 
air  Jan.  1,  1985.  None  of  the  three  has 
much  hope  of  knocking  MTV  off  the 
top  of  the  mountain.  But,  combined, 
they  could  fragment  the  audience  and 
advertising  revenues  enough  to  slow 
MTV's  growth.  Maybe  one  of  them 
might  even  make  some  money.  So, 
the  real  battle  is  for  second  place. 

All  of  the  new  contenders  are  aim- 
ing at  an  audience  older  and  broader 
than  MTV's.  Off  to  the  best  start  is 
VH-1,  from  the  same  folks  who 
brought  you  all  that  sex,  violence  and 
cinematic  glitz  on  MTV.  It  already 
has  signed  up  more  than  a  dozen  na- 
tional advertisers  and  cable  systems 
reaching  over  3  million  subscribers. 
VH-1  (for  Video  Hits  One)  is  aimed  at 
those  from  25  to  54  weaned  on  rock 
music  in  the  1960s  and  1970s. 

Then  there's  Discovery  Music  Net- 
work. It  will  aim  at  housewives  dur- 
ing the  day  and  young  adults  and  older 
teenagers  at  night,  with  occasional 
shows  for  fans  of  jazz,  country  and 
black  music.  Like  CMC,  it  says  it  will 
shun  sex  and  violence. 

The  founder  and  guiding  force  of 
Los  Angeles-based  DMN  is  Glen  H. 
Taylor,  who  went  through  all  of  this 
before  when  he  began  the  Financial 
News  Network  in  November  1981. 
Taylor  suddenly  resigned  as  chairman 
of  FNN  just  before  it  went  public  in 
July  1982,  less  than  a  week  after  the 
Los  Angeles  Times  reported  that  he  had 
been  accused  of  selling  unregistered 
stock  and  that  he  was  under  investiga- 
tion by  the  IRS  for  paying  his  income 
taxes  only  twice  between  1968  and 
1979.  Taylor,  who  still  owns  about  1 
million  shares  of  FNN  (recent  price, 
$2.50),  says  the  allegations  were  un- 
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Making  good  on  the  promises 
of  telecommunications. 


X  s**V 


While  others  reflect 
on  the  potential 
of  telephone 
technology,  Centel 
is  answering  the 
call  today. 


We've  been  installing  fiber  optic 
cable  since  1977.  It's  only  a 
half-inch  in  diameter,  yet  its 
transmission  capabilities  are 
far  greater  than  20  three-inch 
copper  cables  it  replaces. 

We've  been  replacing  our 
switching  equipment,  too. 
Today,  advanced  digital  switch- 
ing networks  are  routing  the 
calls  in  ten  states. 

Fact  is,  Centel's  Las  Vegas 
system  will  soon  become  the 
first  metropolitan  area  in  the 
country  with  telephone  service 
processed  exclusively  through 
an  all  digital  network. 

It  means  lower  cost  and 
higher  quality  service  for  resi- 
dential customers.  They  can  also 


enjoy  advanced  custom  calling 
features  that  were  previously  ■ 
available  only  to  businesses 
through  PBX  and  key  systems. 

But  that's  only  one  page 
of  the  Centel  story.  We're  a 
billion  dollar  corporation  com- 
mitted to  the  development  of 
new  communications  networks. 

So  while  others  may  create 
only  expectations,  Centel  con- 
tinues to  create  networks  that 
make  good  on  the  promises 
of  telecommunications. 

To  find  out  how,  write  for  our 
Annual  Report:  Centel  Corpora- 
tion, Vice  President  Investor 
Relations,  Dept.  7  ,  5725  N.  East 
River  Road,  Chicago,  IL  60631. 
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"At  Greyhound,  we  believe  in 
renewing  our  company  day  by  day 


John  W.  Tee 
J  J  Chairman  of  the  Boa 

■         and  Chief  Executive  Offic 
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At  Greyhound,  we  believe  a  company's  life  is 
measured  not  in  years,  but  in  its  ability  to  meet  the  newly- 
emerging  needs  of  consumers  for  different  goods  and 
services.  This  means  asking  ourselves  every  day  who  we 
are  and  what  we  do. . . 

Renewing  our  company  day  by  day  is  more  than 
just  asking  introspective  questions,  however.  It  involves  a 
determination  to  act  on  the  answers!  That  is  why  today's 
Greyhound  is  a  broadly-based,  multi-industry  corporation 


which  has  become  a  respected  name  in  fields  as  divers 
capital  equipment  leasing,  bus  manufacturing,  mortgac 
insurance,  money  transfers,  food,  soap,  food  service,  tr; 
portation  and  other  service  businesses. 

It  is  also  why  we  are  no  longer  in  some  13  other 
businesses  and  operations  divested  over  the  last  two  ye 
Divestitures  involving  $300  million  in  assets,  $2  billion  in 
revenues  but  only  $12  million  in  profit... a  4%  return.  The 
resources  realized  from  those  divestitures  are  now  beinc 


I 


invested  where  the  funds  will  generate  new  growth  for 
lecades  to  come. 

The  bottom  line  at  Greyhound  is  a  realization  that  we 
:annot  be  content  with  a  continuation  of  things  as  they  are,  no 
natter  how  satisfactory  they  may  have  been  in  the  past.  Today, 
ye  must  turn  in  the  direction  of  those  businesses  and  activities 
'/hich  hold  the  promise  of  long-term  growth  and  renewal,  and 
igorous  new  profit  potential. 


The  Greyhound  Corporation 

A  company  for  the  eighties. 


BusinessCredit 


An  affiliate  of 
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Call  Mr.  James  Belter  in  our 

Special  Term  Receivables  Office 

at  1-800-243-LOAN. 


true  but  that  proving  it  could  have 
delayed  the  FNN  stock  offering  and 
destroyed  the  company.  He  says  all  of 
the  legal  questions  raised  have  been 
completely  resolved. 

Taylor's  major  problem  right  now  is 
that  he  doesn't  have  firm  commit- 
ments for  even  half  of  the  $10  million 
(minimum)  he  will  need  to  get  Dis- 
covery through  the  first  year.  Even  so, 
he  confidently  predicts  DMN  will 
have  outlets  in  15  of  the  30  largest  TV 
markets  when  it  goes  on  the  air  New 
Year's  Day  and  will  be  profitable  by 
the  third  quarter  of  1986. 

Originally  Taylor  intended  to  offer 
Discovery  as  a  cable-TV  service.  But 
now,  unable  to  buy  enough  cable  sub- 
scribers at  5  cents  a  head,  he  is  trying 
to  line  up  a  network  of  UHF  and  iow- 
power  TV  stations  as  affiliates.  That 
way,  he  says,  he  has  a  backdoor  to 
cable  subscribers,  thanks  to  FCC 
"must-carry"  rules  requiring  cable 
systems  to  show  all  local  channels. 

MTV,  which  went  on  the  air  in  Au- 
gust 1981,  succeeded  by  providing 
record  companies,  makers  of  acne 
remedies  and  other  interested  adver- 
tisers with  an  efficient  way  to  reach 
viewers  under  25  who  don't  normally 
watch  TV  or  read  newspapers.  Doing 
almost  everything  right,  it  still  took 
MTV  three  years  and  $60  million  (an- 
ted up  by  Warner  Communications 
and  American  Express)  to  get  into  the 
black  (profits  for  the  first  nine  months 
of  1984:  $7.3  million). 

Robert  Pittman,  30,  executive  vice 
president  and  chief  operating  officer 
of  MTV  Inc.,  believes  it  would  cost 
20%  to  30%  more  to  duplicate  MTV 
today,  with  no  guarantee  of  success. 
However,  he  says  his  company  can 
launch  VH-1  for  only  $7  million 
through  1985  because  many  costs — 
including  equipment  and  a  sales 
staff — are  already  covered  by  MTV's 
$45  million  budget. 

Turner's  push  into  the  market  has 
already  cost  MTV  some  pain,  and 
cash.  For  one  thing,  Pittman  con- 
cedes, it  forced  MTV  to  start  its  sec- 
ond service  much  sooner  than  it  oth- 
erwise would  have.  More  important, 
many  analysts  say,  Turner  announced 
his  plans  for  CMC  just  one  day  before 
MTV  Inc.  went  public  in  August. 
That,  analysts  say,  was  the  reason  the 
stock  came  out  at  $15  a  share,  instead 
of  the  $18  that  was  expected.  On  just 
over  5  million  shares,  the  difference 
came  to  about  $15.4  million.  MTV 
also  had  to  cut  the  fees  (per  subscrib- 
er) it  now  charges  cable  operators. 

Even  if  VH- 1  is  the  low-cost  produc- 
er in  the  field,  its  chances  for  success 
are  questionable.  An  enormous  audi- 
ence of  people  between  25  and  49, 
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Pittman  rightly  notes,  grew  up  with 
music  as  they  did  their  homework. 
But  many  in  that  group  have  now 
moved  on  to  computers,  VCRs  and 
even  more  amusing  pursuits  such  as 
careers  and  child-rearing.  Teenagers 
watch  MTV  because  it's  the  talk  of 
their  peer  group,  media  analyst  Alan 
Cole-Ford  points  out,  but  adults  will 
watch  only  if  the  programming  holds 
their  interest.  Advertisers,  in  any 
case,  must  be  convinced  the  over-25s 
aren't  already  being  reached  more  ef- 
fectively elsewhere.  "A  pretty  thorny 
challenge, "says  Cole-Ford. 

Ah,  but  Discovery  Music  Network 
says  it  has  a  secret  weapon — holo- 
phonics.  It's  a  new  audio  processing 
system  that,  according  to  Dain  Eric, 
37,  DMC's  director  of  programming, 
will  provide  a  fuller  sound,  even  from 
tiny  mono  speakers  in  most  TV  sets. 
In  order  to  be  truly  effective,  it  in- 
volves re-recording  each  video  from  a 
master  tape,  but  Eric  claims  it  will 


How  much  longer  will 
music  video  coin  money? 
Probably  not  much  longer 
if  competition  continues  to 
pour  into  a  saturated 
market. 


not  create  an  expensive  technical  bot- 
tleneck. That  remains  to  be  seen. 
Even  if  it  succeeds,  though,  it  may  not 
make  all  that  much  difference.  Joe 
Smith,  a  respected  record  industry 
veteran,  calls  DMC's  sound  quality 
claims  "nonsense."  He  notes  that  all 
of  the  music  video  services  will  broad- 
cast in  stereo.  That,  he  figures,  should 
offset  claims  of  superior  sound. 

How  much  longer  will  music  video 
coin  money?  Probably  not  much  long- 
er if  competition  continues  to  pour 
into  a  saturated  market.  Broadcasters, 
and  especially  cable  producers,  tend 
to  jump  on  a  programming  fad — it 
happened  with  westerns,  culture  and 
all-news — and  rapidly  wear  it  out.  "A 
lot  of  operators  want  to  offer  me-too 
services  because  they  think  they  un- 
derstand the  formula,"  says  Gary  Ar- 
len,  president  of  Arlen  Communica- 
tions, a  TV/cable  consulting  firm  in 
Bethesda,  Md.  But  Arlen  predicts  that 
in  the  case  of  music  video,  "Advertis- 
ers will  stay  away  until  they  see  who 
has  a  winner." 

Such  dire  predictions  aren't  going 
to  stop  anybody.  "We  might  not  make 
it,"  admits  Discovery  Music  Chan- 
nel's Glen  Taylor.  "We  might  blow 
our  capital.  But  that's  what  makes 
this  exciting.  If  we  wanted  a  quiet  life, 
we  wouldn't  be  here."  ■ 
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It's  not 
easy  to  break 
through  pre- 
conceived notions 

Yet  more  and 
more  blue-chip 
companies  are  coming 
to  the  conclusion  that, 
when  it  comes  to  large 
corporate  jets,  the  Canadair 
Challenger  601  is  the 
intelligent  choice. 

To  start  with,  it's 
remarkably  reliable.  The 
basic  airframe  has  now  logged 
over  20  million  miles.  And 
configurations  of  its  GE  engines 
have  flown  over  3  million  hours 
with  the  U.S.  military. 

But  the  real  advantages  of  this  jet 
come  from  its  advanced  design  — one  that 
many  organizations  believe  is  much  more 
in  tune  with  today's  business  needs. 

Logic,  not  emotion 


over  both  long  and  short  distances. 
Challenger  has  that  too. 

You  want  a  wider  body  to  give  you  a 
comfortable  working  environment.  Challenge 
has  the  widest  body  of  any  corporate  jet. 
Yet,  despite  its  size,  it  shouldn't  be  noisy.  The 
Challenger  601  is  so  quiet  it  beats  the  new 
curfew  regulations  at  noise-sensitive  airports. 

In  short,  you  want  a  hardworking  jet 
that  answers  your  needs  without  being 
ostentatious.  And  that's  the  Challenger  601. 

But  product  attributes,  no  matter  how 

well  thought-out,  are  only  part  of  the  story. 

With  an  investment  of  this  magnitude, 

it's  vital  to  know  who  you're 
dealing  with. 


To  fully  appreciate  the  advanced 
design,  it's  necessary  to  cast  emotion  aside 
and  analyze  with  ice-cold  logic  exactly  what 
you  want  from  your  aircraft. 

You  want  intercontinental  range, 
of  course.  Challenger  601  has  it. 

Yet  you  also  want  low 
fuel  consumption 


hoose  Challenger 
he  obvious  choice. 


Canadair's  aerospace 
experience 

As  one  of  North  America's  leading 
aerospace  corporations, Canadair  produces  an 
extensive  roster  of  defense  and  commercial 
products,  in  addition  to  the  Challenger. 

These  include  the  world's  leading 
unmanned  airborne  surveillance  system  for 
use  with  NATO  forces;  the  world's  most 
effective  firefighting  aircraft;  plus  major 
aircraft  components  for  companies  such  as 
Boeing,  Lockheed  and 
McDonnell  Douglas. 


Today,  we  offer  you  a  strong  new 
commitment  for  the  future. 

In  practical  terms,  this  means 
complete  on-going  product  support. 
It  means  the  finest  after-sales  service. 
And  it  means  the  security  of  knowing 

you're  making  a  first-rate,  logical 
business  decision. 

For  more  information, 
write  Charles  G.  Vogeley 
President  and  Chief  Executive 
Officer,  Canadair  Challenger 
Inc.,  274  Riverside  Ave., 
Westport  CT  06880, 
or  call  (203)  226-1581. 
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Total  commitment  f  torn  the  new  Canadair. 


There's  a  profit-squeezing  turn  in  the 
chicken  cycle  ahead,  with  casualties  likely 
to  follow.  But  The  Federal  Co.  s  clean  bal- 
ance sheet  should  see  it  through. 

The  road 
not  taken 


By  Howard  Gold 


Y1  ou  can  take  any  company's 
cash  flow  and,  with  the  right 
kind  of  accounting,  make  it  into 
whatever  earnings  you  want,"  says  R. 
Lee  Taylor  II,  president  of  The  Federal 
Co.,  the  $1.3  billion  (sales)  Memphis 
food  producer.  "Strength  in  the  bal- 
ance sheet  and  the  margins  will  pay 
off  better  over  the  long  haul." 

If  Taylor  sounds  a  bit  defensive 
about  earnings,  it's  because  his  record 
is,  on  its  face,  poor,  and  he  acknowl- 
edges there  is  room  for  improvement. 
Among  20  major  food  processors,  Fed- 
eral ranks  19th  in  earnings-per-share 
growth  (comparing  the  latest  five 
years  with  the  preceding  five  years). 

Federal  owns  Holly  Farms,  the 
number  two  broiler  chicken  producer, 
and  that's  a  wild  business  where  earn- 
ings move  with  commodity  prices.  A 
cent-a-pound  difference  in  broiler 
prices  can  mean  a  66-cent-a-share 
swing  in  earnings.  So  Federal's  earn- 
ings have  been  all  over  the  lot  for  the 
last  five  years — from  $1.19  a  share  in 
1980  to  $5.03  in  fiscal  1984,  ended 
June  2,  its  best  year. 

So  what,  says  Taylor.  "The  individ- 
ual shareholder  is  not  bothered  by  the 
fact  that  our  earnings  go  up  one  year 
and  down  the  next,"  he  says.  "What 
does  interest  them  is  the  annual 
progress  of  the  dividend,  which  is  a 
function  of  cash  flow." 

In  other  words,  Taylor  takes  the 
long  view  in  running  his  business.  He 
has  raised  his  dividend  for  12  straight 
years,  kept  his  working  capital  grow- 
ing to  support  rising  sales  and  stayed 
out  of  trouble  with  the  banks.  His 
balance  sheet  is  indeed  strong.  Long- 
term  debt  of  $42.2  million  amounts  to 
only  15.3%  of  total  capital,  about 
where  it  was  a  decade  ago. 

But  because  Taylor  accepts  medio- 


Federal  President  R  Lee  Taylor  II 
Caution  and  a  strong  balance  sheet. 

ere  earnings,  Federal  stock  recently 
sold  at  33%,  only  19.5%  above  book 
value  and  6.7  times  fiscal  1984  earn- 
ings, compared  with  a  P/E  of  14  for 
ConAgra,  the  nation's  biggest  produc- 
er. "An  institutional  investor  would 
be  stone-crazy  to  buy  Federal  and  ex- 
pect a  short-term  earnings-per-share 
play,"  concedes  Taylor. 

Federal,  which  started  in  1925  as  a 
cotton  warehouser,  picked  up  Holly 
Farms  in  1968.  Holly  Farms  at  the 
time  was  beginning  to  get  somewhere 
by  taking  a  new  approach  in  the  poul- 
try business.  Instead  of  producing 
low-margined  whole  birds  and  letting 
the  supermarkets  cut  them  up,  Holly 
Farms  sold  parts  packaged  at  the 
plant.  It  was  an  enormous  labor  saver 
for  supermarket  butchers,  and  it 
turned  Holly  into  a  big  company,  big- 


ger today  in  the  fresh  poultry  game 
than  Frank  Perdue  and  slightly  behind 
ConAgra,  which  has  been  stepping  up 
its  own  prepackaged  program. 

Taylor,  42,  joined  the  company  just 
two  years  out  of  Princeton,  succeed- 
ing his  father  as  Federal's  president  in 
1980  and  becoming  CEO  in  1981.  Fed- 
eral also  has  a  flour  milling  busi- 
ness— about  25%  of  sales  and  earn- 
ings. But  that,  too,  is  at  the  mercy  of 
commodity  prices.  So  in  1978  Taylor 
acquired  National  By-Products, 
which  processes  inedible  beef  fats, 
proteins  and  hides. 

Theoretically,  National  should 
counterbalance  the  chicken  cycle, 
which  usually  runs  counter  to  beef. 
When  beef  prices  go  up,  consumers 
eat  more  chicken,  and  vice  versa.  But 
that  is  becoming  more  volatile  these 
days,  along  with  the  once  predictable 
three-year  chicken  cycle — 18  months 
up,  18  months  down. 

Why?  Because,  says  Taylor,  of  over- 
weening expansion  in  the  broiler 
business  fueled  by  rising  prices  since 
1983,  growing  demand  for  chicken  by 
both  consumers  and  restaurant  chains 
(Forbes,  Nov.  5)  and — this  one  really 
burns  him — overeager  lenders.  "Bank 
ers  want  to  make  loans.  They  don't 
want  to  blow  the  whistle,"  he  says. 

The  result  is  that  the  broiler  busi- 
ness is  full  of  highly  leveraged  players. 
Atlanta-based  Cagle's  Inc.  and  Gold' 
Kist,  a  cooperative  and  the  nation's 
fifth-largest  producer,  have  both  been 
only  marginally  profitable.  Lane  Pro- 
cessing was  in  Chapter  1 1  until  this 
year,  while  Valmac  Industries  was 
bought  out  by  Tyson  Foods,  one  of 
Federal's  toughest  competitors. 

Meanwhile,  with  the  number  of 
broiler  chicks  up  sharply  this  sum- 
mer, Taylor  sees  a  hard  wind  blowing. 
Those  chicks  will  become  breeder 
hens  before  Christmas  and  that,  says 
Taylor,  will  lead  to  an  oversupply  that 
may  clobber  prices,  with  tough  times 
in  the  industry  to  follow. 

Lee  Taylor  figures  that  his  innate 
caution,  plus  his  strong  balance  sheet, 
will  help  him  ride  out  the  storm.  He 
might  sell  off  this  or  that  part  of  his 
milling  business.  Or,  of  course,  the 
low  stock  price  could  attract  a  take- 
over. "Our  job  is  not  to  secure  our- 
selves tenure,"  he  shrugs.  But  at  least 
as  likely,  he  could  use  his  strength  to 
gain  market  share.  Taylor  figures  he  is 
in  about  15%  of  supermarkets  and 
that  increases  will  be  difficult  be- 
cause of  stiff  competition.  "The  big 
gains  have  already  been  made,"  he 
says.  But  soon  some  of  those  highly 
leveraged  producers  might  be  for  sale 
at  distress  prices.  Ripe  for  the  pluck- 
ing, you  might  say.  ■ 
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AT&T  IS  IN 
MUSHRO 


l/Tushrooms?AT&T! 

LVJ.  How?  With  our  people. 

'eople  who  can  show  a  small  mushroom  sup- 

)lier  in  the  Cascade  mountains  of  Washington 

iow  to  use  our  AT&T  Long  Distance  Service 

o  obtain  orders  from  restaurateurs  all  over 

he  country. 

So  the  orders  can  go  out  immediately, 
>ecause  the  mushrooms  are  perishable, 
md  time  is  critical. 

And  the  restaurateurs  can  serve  a 
•are  and  exquisite  dish  like  Quail  Morels  to 
heir  clientele. 

Our  specially  trained  people  can  show 
my  business  the  best  way  to  sell  what  they 
lave  to  sell  with  AT&T  Long  Distance  Service) 
With  a  simple  telemarketing  program. 

Just  one  way  the  people  at  AT&T  Communi 
*.ations  are  thinking  about  your  business  in  ways 
fou  never  thought  of. 

We  have  specialists  for  your  size  business, 
whatever  business  you're  in. 

Our  people  can  help  you  improve  the  accuracy 
of  the  orders  you  place  or  fill.  And  help  you 
:o  expand  your  market  or  your  territory. 

For  example,  you  can  use  AT&T  Long  Dis- 
:ance  Service  with  Remote  Call  Forwarding. 
What  that  does  is  allow  you  to  designate 
:ities  anywhere  in  the  country  where  customers 
n  that  city  can  call  you  at  a  local  number. 
Or  AT&T  WATS.  A  highly  cost-efficient 


service  when  your 

business  involves  a  large  volume 

of  outgoing  long  distance  calls. 

Whatever  your  company's  needs  are,  our 
people  can  tailor  the  AT&T  Long  Distance 
Network  to  fit  them.  And  this  system  can  grow 
as  you  grow. 

lb  find  out  more  about 
how  we're  thinking  about 
your  business  in  ways  you 
never  thought  of,  call  your 
Account  Executive  at 
AT&T  Communications. 
Or  1800  222-0400. 


AT&T 


c  1PR 


NASA  IS  BRINGING  BUCK  ROGERS  TO  LIFE 


Fifty  years  ago,  Buck  Rogers  flew  into  the  future. 
A  man  with  a  mission.  An  extraterrestrial  overachiever 
capable  of  free  flight  in  space. 

Buck  Rogers'  "25th  Century"  has  arrived.  NASA 
technology  has  opened  a  new  era.  Astronauts,  wearing 


Manned  Maneuvering  Units  designed  and  built  by 
Martin  Marietta,  have  flown  untethered  in  space. 

Man,  himself,  has  become  a  spaceship  with  tr*j 
potential  to  perform  meaningful  tasks:  assembly  an| 
maintenance  of  space  stations  in  orbit,  satellite  retrh 


MARTIN  MARIETTA  IS  MASTERMINDING  IT. 


)air  and  modification.  Setting  the  stage  for  simpler 
signs.  Less  complicated,  less  redundant,  less  expen- 
e  vehicles  that  can  be  fixed,  recharged,  or  reworked 
space. 

The  future  is  being  driven  by  technologies  like  this. 


And  Martin  Marietta  supplies  the  creative  intelligence 
to  bring  them  together.  In  aerospace,  defense,  commu- 
nications, information  management,  energy,  and  mate- 
rials. Working  partnerships  of  man  and  technology  that 
are  making  the  Buck  Rogers  fantasy  a  reality. 


MA*l*TliSI  /W/1I7/F7T/I 


6801  ROCKLEDGE  DRIVE,  BETHESDA,  MARYLAND  20817 
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Not  all  the  big  retailers  are  stalking  the 
trendy  crowd  with  designer  labels.  In  Min- 
neapolis, Dayton-Hudson  marches  to  a 
different  drummer. 

Never  mind 
the  high  road 


By  Jeffrey  A.  Trachtenberg 

In  the  retailing  business,  Day- 
ton-Hudson  Corp.  is  generally 
conceded  to  be  the  best-managed 
company  around.  Since  1979  the  de- 
partment store  chain's  sales  have 
climbed  100%,  while 
earnings  from  continuing 
operations  have  almost 
doubled,  too,  to  $243  mil- 
lion, or  $2.52  a  share,  last 
fiscal  year. 

What  next?  Not  hot 
pursuit  of  the  trendy 
crowd  as,  for  example, 
Macy's  New  York  has 
happily  chosen.  Dayton- 
Hudson,  based  in  Minne- 
apolis, is  taking  a  lower 
road.  It's  putting  its 
growth  money  in  low- 
priced,  discount-type 
stores,  something  like  K 
marts,  and  in  a  separate 
chain  of  clothing  stores 
stocking  wares  a  little  bet- 
ter and  higher  priced  than 
those  at  discount  stores. 
The  Target  store  discount 
chain  is  heavy  on  hard 
goods,  electronics  and  the 
like.  The  clothing  stores 
are  called  Mervyn's.  This 
is  the  kind  of  store  where 
a  man's  three-piece  suit 
costs  under  $100.  People 
who  shop  there  typically 
earn  $20,000  to  $40,000  a 
year. 

The  strategy  works. 
The  proof  is  that  Dayton- 
Hudson,  which  also  runs 
first-rate  department 

stores  and  suburban  mall 
stores  in  Michigan  and 
Minnesota,  has  had  aver- 
age        earnings-per-share 


growth  of  17%  since  1979  and  sports  a 
five-year  return-on-equity  average  of 
17.9%,  second  only  to  R.H.  Macy  in 
Forbes'  industry  rankings.  "A  high 
return  on  investment  leads  to  a  high 
return  on  equity,  which  in  turn  leads 
to  a  high  earnings-per-share  growth 


Vice  Chairman  Richard  Schall  and  Chief  Executive  Kenneth  Macke 
"You  do  better  betting  on  the  two  front-runners." 


rate,"  says  Richard  Schall,  the  55- 
year-old  vice  chairman.  "It's  the  en- 
gine that  drives  all  our  performance 
measurements." 

Schall  expects  a  good,  but  not  great, 
Christmas  season.  Analysts  say  Day- 
ton-Hudson's net  for  the  fiscal  year  to 
end  Feb.  2  will  approach  $275  million, 
or  $2.85  a  share.  That  would  be  a  13% 
gain  in  net  profit  on  expected  rev- 
enues of  about  $8  billion,  up  15%. 

Dayton-Hudson  founded  its  Target 
stores  division  in  1962  and  acquired 
Mervyn's  in  1978,  convinced  that  its 
own  low-priced  retailing  was  the  way 
to  meet  the  relentless  rise  of  discount- 
er competition.  "If  you  don't  service 
your  customers,"  says  Kenneth 
Macke,  45,  Dayton-Hudson's  chief 
executive,  "they  go  elsewhere." 

Macke,  who  joined  Dayton-Hudson 
as  a  management  trainee  23  years  ago, 
and  became  chief  executive  in  1983, 
has  pruned  as  well  as  planted.  In  Sep- 
tember he  sold  two  department  store 
chains,  John  A.  Brown  in  Oklahoma 
and  Diamond's  in  Arizona,  for  $140 
million.  Both  were  profitable  but  not  l 
like  Target  or  Mervyn's, 
he  says.  The  planting  will 
continue,  though.  Look  at 
his  new  five-year,  $3.2  bil- 
lion expansion  plan: 

•  $1.5  billion  to  Mer- 
vyn's for  142  new  stores, 
bringing  the  total  by  1990 
to  268  in  at  least  12  states. 

•  $1  billion  for  72  new 
Target  stores,  bringing  the 
total  to  288  in  22  states. 

In  contrast,  the  depart- 
ment store  division, 
which  includes  the  big 
Dayton's  stores  around 
Minneapolis  and  the  Hud- 
son stores  around  Detroit, 
gets  only  $300  million  for 
one  new  store  and  for  im- 
provements on  existing 
stores.  The  remaining  ex- 
pansion money  is  being 
spread  around  other  Day- 
ton-Hudson divisions, 
such  as  B.  Dalton  Book- 
seller, a  national  chain, 
and  Lechmere  in  New  En- 
gland, which  sells  appli- 
"ances,  sporting  goods  and 
electronics. 

"The  department  stores 
outperform  Target  stores 
in  terms  of  return  on  as- 
sets, but  that's  because 
they  are  not  showing 
growth  in  terms  of  units," 
explains  Vice  Chairman 
Schall.  "If  we  stopped 
building  new  Target  and 
Mervyn's  stores,  their  re- 
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MIAMI  2  PM 


PARIS  8  PM 


JAKARTA  2  AM 


CitiBanking 

can  help  keep  your  company's  money 

working  around  the  clocks 


From  The  Citi  of 'Tomorrow  ...<  Jtiltanluni>  today. 

Mail.  Telephone.  Telex.  If  your  company  is  still  doing 
most  of  its  banking  in  traditional  ways,  it's  not  just 
wasting  time.  It's  losing  money. 

With  GitiBanking,  you  get  the  timely  financial 
information  you  need.  And  the  ability  to  act  on  it  fast. 
Because  only  GitiBanking  gives  you  electronic  access 
to  your  accounts  in  over  33  countries. 

You  can  monitor  the  transactions  in  your  foreign 
and  domestic  accounts  as  they  occur.  Get  up-to-the- 
minute  money  market  and  foreign  exchange  data. 
And  initiate  multicurrency  transfers  and  payments  in 
seconds.  All  with  remarkable  ease. 

GitiBanking  gives  you  unmatched  security,  too. 
Because  you  communicate  with  Citibank  offices 
around  the  world  through  our  own  private  financial 
telecommunications  network. 

To  find  out  how  your  company  can  benefit  from 
the  world's  most  advanced  electronically  delivered 
banking,  call  your  local  Citibank  Account  Manager. 
You'll  get  the  services  you  need  to  keep  up  with  the 
times-and  ahead  of  the  competition. 


/ ici  rnmc 

l±ILLLUI  IL 


m  tuc  riTi 

iu  II  IL  lii  i 

CITIBAMOCITICORP* 

GLOBAL  ELECTRONIC  BANKING 


©  1984  Citibank,  N.A  Member  FDIC. 


To  photograph  the  earth's  resources  from 
the  air,  they  say  you  need  a  camera  that  can  see  through 
clouds.  They  say  that's  impossible.  But  Goodyear  said, 
"Let's  try  a  new  way,"  and  developed  a  special  kind  of 
radar,  which  not  only  sees  through  clouds,  but  gives 
you  pictures  as  sharp  as  some  cameras. 


They  say  there's  no  way  to  avoid  the  heavy 
cost  of  rewrapping  meats  and  produce — because  plas- 
tic film  wrappings  tend  to  tear  and  come  apart.  But 
Goodyear  said,  "Baloneyf  and  created  Prime  Wrap  II,® 
a  film  so  tough  and  easy  to  handle,  it  cuts  rewrap 
costs  by  a  beefy  50  percent. 


Dayton's  in  Minneapolis 

"Today  the  real  price  is  off-price.' 

turn  on  assets  would  go  up  according- 
ly. But  that's  not  good  long-term 
planning." 

Dayton-Hudson  management  ex-, 
pects  that  in  two  years  Target  and 
Mervyn's  probably  will  contribute 
70%  of  operating  earnings,  while  the 
department  stores  will  contribute 
only  21%.  Says  Chairman  Macke: 
"You  can  bet  on  every  horse  in  a  race, 
but  you  do  better  betting  on  the  two 
front-runners." 

Mervyn's  and  Target  have  done 
well  because,  clearly,  customers  are 
getting  wise  to  the  ways  of  big  depart- 
ment store  merchandising.  Maybe- 
70%  of  the  dollar  volume  in  clothes, 
say,  in  a  big  city  department  store 
comes  in  at  some  "sale"  price.  Says 
one  sweater  manufacturer  who 
knows  the  business:  "Today  the  real 
price  is  'off  price,'  and  the  department 
store  real  price  is  the  wrong  price.  To 
make  matters  worse,  the  department 
stores  have  winter  goods  in  the  sum- 
mer and  summer  goods  in  winter. 
Have  you  ever  tried  to  buy  a  bathing 
suit  at  a  department  store  in  July?" 

There  are,  of  course,  reasons  for  the 
higher  prices  at  the  big  department 
stores.  Wages  and  taxes  are  higher. 
There  are  more  shoplifters.  More  no- 
overhead  street  peddlers  are  right  out- 
side their  doors.  Result:  They  need 
higher  prices,  but  the  customers  don't 
have  to  like  it. 

Other  big  department  store  chains 
are  beginning  to  follow  Dayton-Hud- 
son into  discount  or  off-price  mer- 
chandising. Giant  Federated  Depart- 
ment Stores,  for  example,  has  opened 
three  stores  called  MainStreet  in  the 
Chicago  suburbs.  They  are  lfkely  to 
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Target  in  Minneapolis 

Wedded  to  a  function,  not  a  style. 

follow  the  Mervyn's  model. 

Macke  is  not  inclined  to  look  down 
on  his  imitators.  "I  don't  think  the 
other  retailers  had  the  options  we 
did,"  he  says.  "They  didn't  have  com- 
panies performing  in  nontraditional 
department  store  fields.  We  did,  be- 
cause we  identified  the  trend  toward 
value  shopping  early  and  acted  on  it." 

Dayton-Hudson  never  stopped  ex- 
panding the  Target-Mervyn's  group 
even  during  the  recession.  Capital 
spending  exceeded  cash  flow  in  1981. 
As  a  result,  long-term  debt  has  risen 
to  $627  million,  about  40%  of  total 
capital.  The  new  $3.2  billion  expan- 
sion program,  Dick  Schall  says,  will 
add  at  least  $500  million,  maybe  as 
much  as  $750  million,  to  debt.  Schall 
is  obviously  sensitive  about  it.  "We 
think  we  are  safe,"  he  says,  "as  long  as 
long-term  debt  plus  leases  doesn't  ex- 
ceed 45%." 

Dayton-Hudson  has  guessed  wrong 
at  times.  It  opened  a  line  of  stores 
called  Plums  in  1983,  selling  designer- 
label  clothes  cheap.  It  flopped  and  was 
sold  after  11  months  at  a  $10  million 
pretax  loss.  "We  got  in  and  got  out 
because  the  earnings  weren't  signifi- 
cant," says  Schall,  who  is  taking  early 
retirement  next  February.  "We'll  have 
more  expenses  like  this  in  the  future. 
We  have  to  try  new  things." 

Macke  agrees,  noting  that  Dayton- 
Hudson  is  wedded  to  an  economic 
function,  not  a  retailing  style.  "Words 
like  discounter,  off-price  and  highly 
promotional  don't  mean  anything  to 
the  customer,"  he  says.  "What  she 
cares  about  is  value  and  consistency 
of  product.  You  abandon  that  custom- 
er, and  you  pay  for  it."  ■ 
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They  say  American  management  and 
labor  will  never  team  up  to  win  the  race  against  for- 
eign competition.  But  Goodyear  people  said,  "Let's 
try."  Now  we're  working  smarter  by  working  together. 
And  that's  helped  us  build  better  products,  with 
better  value. 


I 


See  how  you  can  make  things  better  when 
you  don't  listen  to  what  "they"  say? 

good/year 
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The  Investment 
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HY  DISREGARD 


*        It's  called  "never  giving  up." 

Looking  with  disdain  at  those 
-J*   who  say,  "It  can't  be  done"  or 
"It's  never  been  done  before." 
Answers  we  view  as  admissions  of 
defeat.  And  we  hate  to  lose. 

It  is  with  aggressive  thoroughness 
that  we  attack  a  problem,  constantly 
redefining  it,  challenging  its 
assumptions. 

Without  this  attitude,  we  would 
have  never  created  the  most  talked- 
about  way  for  a  corporation  to  do 
low-cost,  floating  rate  financing. 

By  challenging  the  assumption 
that  the  only  alternatives  were  adjust- 
able rate  preferred  stock  or  a  continu- 
ing program  of  commercial  paper, 
Lehman  figured  out  a  way  for  a  corpo- 
ration to  issue  permanent  equity  capital 
at  a  low  cost.  And  then  turn  that  lower 
rate  of  return  into  a  higher  after-tax 
yield  for  investors  by  making  85%  of  the 
investment  qualify  as  a  tax  deduction. 

Now,  everybody  wins. 

It's  called  Money  Market 
Preferred™  Stock.  And  you  can  tell 
by  our  trademark  that  we  own  MMP™ 
and  its  proven  success. 

This  kind  of  thinking,  coupled 
with  the  resources  to    . 
afford  virtually  any 
size  transaction,  gives  I 
us  the  freedom  to 
stretch  our  imagin- 
ation. To  the  limit. 


SHEMSON 


kers  of  Lehman  Brothers 


AN  AMERICAN  EXPRESS  COMPANY 


India  s  new  Prime  Minister,  Rajiv  Gandhi, 
is  no  socialist.  If  he  wins  big  in  this  month's 
elections,  he  will  move  to  diminish  the 
governmental  control  of  the  economy  es- 
tablished by  his  mother  and  grandfather. 


A  scent 
of  change 


By  Pranay  Gupte 


T|  he  people  of  India,  highly  po- 
litical by  nature,  are  accus- 
tomed to  straining  for  nuances. 
No  one  blinked  when,  in  his  first  for- 
mal address  as  the  new  Prime  Minis- 
ter of  India,  Rajiv  Gandhi  talked  of  his 
determination  to  continue  his  moth- 
er's policies:  socialism  at  home  and 
left-leaning  nonalignment  abroad. 
What  else  could  he  say  so  soon  after 
Indira  Gandhi's  assassination? 

But  one  sentence  in  the  speech 
made  nuance-watchers  sit  up.  It  was 
almost  a  throwaway  line.  The  40- 
year-old  Prime  Minister  said  that  In- 
dia's private  sector  had  "adequate 
scope  to  enhance  the  productive  po- 
tential of  the  economy." 

In  saying  that  the  private  sector  had 
"adequate  scope,"  Gandhi  seemed  to 
be  telling  Indian  businessmen  that 
they  could  go  ahead  and  expand.  In  a 
nation  where  the  bureaucracy  must 
be  consulted  at  every  turn,  where 
both  plant  expansion  and  market  en- 
try require  government  approval,  this 
sounded  almost  radical.  For  foreign 
businessmen  it  seemed  a  hint  that 
they  would  find  India  more  hospitable 
in  the  future  than  in  the  past. 

It  was  a  signal  of  sorts  and  was 
apparently  intended  as  such.  Those 
words  encouraging  to  businessmen 
had  been  inserted  into  Rajiv  Gandhi's 
televised  speech  at  the  suggestion  of 
the  Prime  Minister's  inner  circle  of 
friends.  And  who  are  these  friends?  A 
small  coterie  of  young  men  infused 
with  a  Western  sensibility.  Included 
among  them  is  the  dapper  economist 
Arjun  Sengupta,  who  studied  under 
George  Shultz. 

India  officially  espouses  socialism. 
In  fact,  the  truly  productive  parts  of  the 
economy  are  in  private  hands;  the  state 
sector  is  mostly  a  horror  of  red  ink. 


Gandhi  is  no  economist,  but  neither  is 
he  an  ideological  socialist.  Until  his 
mother  browbeat  him  into  entering 
politics  a  few  years  ago,  he  happily 
made  his  living  flying  for  Indian  Air- 
lines. He  is  a  practical  man.  At  a  private 
dinner  in  New  Delhi  not  long  before  the 
assassination,  Rajiv  Gandhi  was  over- 
heard to  quote  the  late 
Chancellor  Ludwig  Er- 
hard  of  West  Germany,  an 
architect  of  that  country's 
economic  recovery  after 
World  War  II,  as  having 
said:  "Let  the  men  and  the 
money  loose,  and  the 
economy  will  prosper." 
Indira  Gandhi  would  nev- 
er have  said  that,. 

The  young  people 
around  Rajiv  Gandhi,  his 
personal  friends  and  ad- 
visers, represent  a  post-In- 
dependence generation 
that  is  largely  unshackled 
from  the  Fabian  Socialism 
espoused  by  the  Prime 
Minister's  late  mother 
and  her  father,  fawaharlal 
Nehru.  These  young  men 
include  Gandhi's  cousin, 
Arun  Nehru,  Sengupta, 
Arun  Singh  and  Romi 
Chopra.  They  belong  to  the  Western- 
ized elite  who  enjoy  the  good  life  in 
modern-day  New  Delhi.  Yes,  they  are 
the  jet  set,  the  glitterati,  at  home  in  the 
penthouses  and  discotheques  of  Lon- 
don, Pans  and  New  York.  The  new 
Prime  Minister's  wife,  Soma,  is  Ital- 
ian. These  young  people  surrounding 
him  are  impatient  with  the  ponderous 
pace  of  development  in  India.  They 
want  India  more  Westernized. 

There  is,  of  course,  no  guarantee 
that  these  people  will  finally  prevail. 
Rajiv  Gandhi  must  consolidate  his 
personal  political  position  with  the 
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Prime  Minister  Gandhi 
Quoting   Ludwig   Er- 
hard  is  a  good  sign. 


ruling  Congress  Party.  The  party's 
corrupt  satraps  will  not  take  kindly  to 
any  dismantling  of  India's  notorious 
system  of  business  licensing — a  fer- 
tile source  of  graft  and  patronage.  In- 
dia's fabulously  rich  industrial  fam- 
ilies may  mouth  free-enterprise  plati- 
tudes, but  doubtless  are  uncom- 
fortable with  the  thought  of  fresh 
competition  in  the  heavily  protected 
domestic  economy. 

So  Rajiv  Gandhi  is  likely  to  proceed 
cautiously,  but  it  is  fairly  clear  that  if 
he  wins  a  substantial  majority  in  the 
national  elections  this  month,  he  will 
push  the  economy  toward  a  more  cap- 
italist path.  Before  his  mother's  mur- 
der, Rajiv  Gandhi  helped  persuade  her 
to  rethink  some  of  India's  long-stand- 
ing economic  policies.  Some  import 
restrictions  have  already  been  lifted; 
foreign-exchange  controls  have  been 
relaxed;  industrial  collaboration  with 
Western  investors  has  been  encour- 
aged; American  firms  have  been  invit- 
ed in  for  further  oil  exploration;  Japa- 
nese firms  such  as  Suzuki,  Isuzu  and 
Honda  have  been  allowed  to  produce 
Indian-assembled  automobiles,  mo- 
torcycles and  trucks. 

India  also  is  raising 
more  capital  in  commer- 
cial markets  abroad,  espe- 
cially in  Britain  and  the 
U.S.  This  represents  a  sig- 
nificant departure  from 
Indian  policies  of  limiting 
foreign  borrowings  and 
then  depending  upon  in- 
stitutions such  as  the 
World  Bank. 

Sentiment  aside,  pow- 
erful forces  push  Rajiv 
Gandhi  toward  a  more 
capitalistic  economy. 
The  old,  mixed  economy 
failed  to  deliver  the 
goods.  By  discouraging 
foreign  investment, 

moreover,  India  almost 
guaranteed  that  much  of 
its  industrial  develop- 
ment would  be  along  ob- 
solete patterns.  The  econ- 
omy is  recovering  from  recession 
with  the  help  of  bountiful  harvests 
and  limited,  reform,  but  it  is  hobbled 
by  low  productivity. 

Worse,  the  population  bomb  is 
close  to  exploding;  an  estimated  350 
million  of  India's  population  are  un- 
der 15  years  old,  meaning  they  are 
approaching  childbearing  age.  If  his 
career  lasts  as  long  as  his  mother's, 
Rajiv  Gandhi  will  one  day  rule  1  bil- 
lion people.  It  is  unlikely  that  social- 
ism can  either  clothe  or  feed  so  many 
people.  The  time  has  come  to  give 
free-market  capitalism  a  shot.  ■ 
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ie  P.  Schultz 

irman  and  Chief  Executive  Officer 


USLICO  Corporation,  as  a  life 
insurance  holding  company  for 
United  Services  Life  and  its  six 
subsidiary  companies,  was 
created  in  August  1984.  At  its 
birth,  the  life  companies  had  one 
billion  dollars  of  assets— a  dis- 
tinction that  less  than  5%  of  the 
life  insurance  companies  in  this 
nation  have  earned.  The  corpora- 
tion also  owns  United  Services 
Equities,  a  financial  service  com- 
pany, and  USLICO  Securities,  a 
broker/dealer. 

United  Services  Life  Insurance 
Company  and  its  subsidiaries  are 
the  largest  group  of  stock  com- 
panies headquartered  in  the 
Washington,  D.C.  area  with  insur- 
ance in  force  of  nearly  $15  billion, 
of  which  over  $10  billion  is  in 
individual  life  policies. 

Truly  national  in  scope, 


USLICO  Corporation  operates 
through  regional  companies  from 
the  East  to  the  Pacific  Northwest. 
Worldwide  it  serves  the  military, 
both  commissioned  and  non- 
commissioned officers,  and  civil 
servants  through  United  Services 
Life,  United  Services  General  and 
General  Services  Life,  respec- 
tively. The  general  public  is 
reached  through  Bankers  Secur- 
ity Life,  a  New  York  company; 
Provident  Life  Insurance,  North 
Dakota;  United     •*■  r^yr  T/^^k 
Olympic  Life  of    U&LildU 
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Washington  State;  and  Teton 
National  of  Cheyenne,  Wyoming. 

Presently  there  are  over  4,000 
shareholders;  the  shares  are 
traded  in  the  national  over-the- 
counter  market.  USLICO  Corpor- 
ation has  6,234,716  shares  out- 
standing. 

We  invite  you  to  find  out  more 
about  USLICO  Corporation.  Write: 
1701  Pennsylvania  Avenue,  N.W., 
Washington,  D.C.  20006 
or  call  (202)  342-0535. 

CORPORATION 


Over-the-Counter  Markets 

Quotations  From  the  Nasdaq  System 


Here's  where 
'you'llfindusin 
the  stock  tables.! 
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Honeywell  and  Olympia&^rk 

i    have  created  anisland of 
I  enei^savirigs 

I     inmidto\m 


Automated  energy 
management  systems. 

Utility  rates  in  New  York  City  are 
among  the  highest  in  the  nation.  And 
Olympia  &  York  (O&Y),  North 
America's  leading  office  developer, 
owns  more  than  19  million  square  feet 
of  prime  office  space  in  Manhattan. 

That's  why  O&Y  has  such  a 
strong  commitment  to  energy  manage- 
ment. And  that's  why  they  got  together 
with  Honeywell. 

Together,  we  developed  an 
integrated  energy  management  system 
that  has  more  than  paid  for  itself. 
In  1981,  O&Y  selected  their  property 
at  245  Park  Avenue  to  test  the 
system.  With  all  of  the  O&Y  energy 
conservation  measures  already  in 
place,  2-year  payback  was  a  real 
challenge.  But  one  that  both  Honeywell 
and  O&Y  technical  experts  felt  was 
within  the  system's  reach. 


Actually,  payback  was 
achieved  in  just  22  months.  In  addition 
to  anticipated  reductions  in  steam 
and  electricity  usage,  O&Y  technicians 
used  the  system's  special  programming 
language  to  create  custom  software 
programs.  One  program  more  than 
doubled  typical  savings  by  reducing 
electrical  consumption  during  periods 
of  high  demand. 

Today,  we're  working  closely 
with  O&Y  to  achieve  similar  energy 
savings  in  other  O&Y  buildings.  It's 
that  kind  of  teamwork  that  keeps 
industry  working  with  Honeywell  to 
find  solutions.  Together,  we're  helping 
O&Y  and  their  tenants  enjoy 
comfortable  savings. 

If  you'd  like  to  know  more 
about  our  work  with  Olympia  &  York, 
or  how  we  could  work  with  you, 
contact  us.  Call  800-328-5111,  ext.  821. 
(In  Minnesota,  call  collect  612- 
870-2142,  ext.  821.) 


Together,  we  can  find  the  answers. 

Honeywell 





Taxing  Matters 


For  years  companies  have  been  vising  the 
Netherlands  Antilles  to  thumb  their  noses  at 
the  IRS.  Now  the  IRS  is  thumbing  its  nose 
right  back.  But  can  it  void  a  treaty  of  the 
U.S.  government? 

The  Dutch 
shell  game 


problem  in  trying  to  stop  it.  So  the 
IRS'  hands  were  tied. 

The  chief  offender  has  always  been 
the  Netherlands  Antilles.  It's  a  classic 
Carribean  tax  haven  that  has  man- 
aged through  the  years  to  hold  on  to 
its  0%  tax  rate  with  the  U.S.,  even 
though  it  was  originally  granted  sim- 
ply because  of  the  island's  colonial 
ties  to  the  Netherlands. 

Not  only  did  the  island  hold  on  to 
its  enviable  tax  status,  but  it  also  ac- 
tively marketed  itself  as  a  conduit.  Its 
largesse  put  the  U.S.  in  a  bind:  As  long 
as  there  was  easy  access  to  the  U.S. 
through  the  Antilles,  foreign  coun- 
tries had  no  reason  to  negotiate  favor- 
able tax  treaties  with  the  U.S.  "Every- 
body always  said,"  notes  Ray  Haas, 
international  tax  partner  at  Arthur 
Young,  "that  it  was  like  having  a  one- 
way treaty  with  the  world." 


By  Laura  Saunders 


It's  called  "treaty  shopping." 
Some  countries,  such  as  Britain 
and  the  Netherlands  Antilles, 
have  more  favorable  tax  treaties  with 
the  U.S.  than  do  others.  For  such 
countries  the  standard  30%  U.S.  tax 
on  interest  payments  abroad  is  elimi- 
nated or  reduced.  Some  countries, 
like  Saudi  Arabia,  have  no  tax  treaties 
with  the  U.S.  at  all.  So  big  firms  use 
financial  shell  companies  in  countries 
with  more  favorable  tax  treaties  to 
lower  their  tax  on  intracompany  fi- 
nancial transactions. 

The  IRS  has  always  hated  this  shell 
game.  Trouble  was,  U.S.  companies 
also  used  this  device  to  raise  funds  in 
Europe  and  lend  money  to  overseas 
subsidiaries.  So  much  of  it  went  on 
that  there  would  have  been  a  political 


So  why  didn't  the  U.S.  simply  re- 
voke the  Antilles  treaty,  which  it 
could  legally  do?  Because  that  would 
have  hurt  all  those  U.S.  firms  that 
were  also  using  Antilles  shell  corpora- 
tions to  avoid  tax  on  some  $50  billion 
worth  of  Eurobonds  issued  so  far 
(Forbes,  Oct.  25,  1982). 

This  summer  Congress  cut  the  Gor- 
dian  knot.  The  U.S.  wanted  to  finance 
the  deficit  by  selling  Eurobonds  with 
their  lower  interest  rates,  and  it  need- 
ed to  avoid  its  own  30%  tax  in  order  to 
do  that.  But  it  could  hardly  sell  its 
own  debt  tax-free  while  having  Amer- 
ican companies  pay  30%  tax  on  inter- 
est (which  the  companies  then  cir- 
cumvented by  going  through  the  An- 
tilles). So  Congress  repealed  the  30% 
tax,  allowing  everybody  to  go  directly 
to  the  Euromarkets. 

And  that  gave  the  IRS  the  opening  it 
had  craved  for  years.  First  it  limited 
the  tax-free  debt  to  publicly  traded 
instruments,  leaving  issuers  of  pri- 
vate-placement debt  out  in  the  cold. 
Then  the  Service  dusted  off  a  hoary 
revenue  ruling  and  declared  that  it 
would  look  to  the  ultimate  recipient 
of  the  funds  in  assessing  tax  on  trans- 
actions between  foreign  and  U.S. 
companies.  Gone  was  the  usual  "sub- 
stance test"  for  determining  the  le- 
gitimacy of  shell  companies.  Now,  if  a 
Swiss  company  lends  funds  to  an 
American  subsidiary  by  way  of  the 
Antilles,  the  IRS  would  simply  ignore 
our  treaty  with  the  Antilles  and  look 
at  the  fact  that  interest  payments 
were  going  to  Switzerland. 

What's  more,  the  IRS  wrote  the  rule 
so  that  it  appears  to  apply  to  other 
countries   besides   the   Antilles   and 
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Oops 


W'hen  the  IRS  launched  its 
recent  attack  on  treaty  shop- 
ping, its  very  first  victims  may 
have  included  such  well-known 
names  as  General  Electric  Credit 
Corp.,  General  Motors  Acceptance 
Corp.  and  Sears,  Roebuck. 

Why?  Last  summer,  when  Con- 
gress was  patching  together  the 
1984  tax  act,  it  grandfathered  in 
amnesty  for  all  Eurobonds  issued 
through  the  Netherlands  Antilles 
by  American  companies  as  of  June 
22.  Then  the  bill  went  into  com- 
mittee. In  its  final  form  the  act 
permitted  firms  to  do  direct  tax- 
free  financings  of  Eurobonds  from 
July  19  forward. 

That,  as  the  IRS  was  quick  to 
notice,  left  a  three-week  window 
in  which  bonds  issued  through  the 
Antilles  were  unprotected  (after 
July  19,  companies  issuing  public 
debt  went  straight  to  the  Euromar- 
kets). Perhaps  the  Service,  so  often 
the  victim  of  loopholes,  decided  to 
capitalize  on  one  itself.  Noting  the 
hole,  "Some  companies  simply 
stopped  issuing  Eurobonds  through 
the  Antilles,"  says  David  Rosen- 
bloom,  partner  at  the  Washington, 
D.C.  tax  law  firm  of  Caplin  &. 
Drysdale.  But  the  less  wary — in- 
cluding some  of  those  well-known 
names — issued  bonds  amounting 
to  $2  billion  during  that  period. 

In  its  October  treaty  shopping 
rulings  the  IRS  declared  all  those 
bonds  taxable,  which  naturally 
caused  an  instant  uproar.  So  Trea- 
sury officials  quickly  moved  to 
mollify  the  IRS'  hapless  victims, 
inviting  them  to  apply  for  "expe- 
dited" relief. 

But  will  they  get  it?  The  compa- 
nies are  too  nervous  to  make  any 
public  comment,  but  Washington 
observers  say  it's  no  sure  thing. 
"Treasury  can  make  promises," 
says  one  Big  Eight  accountant, 
"but  I'm  not  sure  those  guys  at  IRS 
have  any  legal  grounds  for  giving 
relief.  This  type  of  thing  has  hap- 
pened before,  and  I'll  bet  they're 
sitting  there  with  their  thumbs  in 
the  air." 

Of  course,  all  the  bonds  in  ques- 
tion probably  have  call  provisions 
that  fit  this  situation,  and  since 
then  interest  rates  have  fallen.  But 
that's  no  help  for  investors  who 
bought  the  bonds.  So,  as  one  ac- 
countant says,  "Any  way  you  look 
at  it,  it's  a  mess."— L.S. 
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Mr.  R.  Keating  Hagmann 

invites  investors 

with  ordinary 

bank  custody  accounts 

to  consider 

the  U.S.T.  Master  Account, 

a  unique  combination 

of  financial  services. 

Address  inquiries 

regarding  the 

singular  advantages  of 

this  account  to 

United  States  Trust 

Company  of  New  York, 

45  Wall  Street, 

New  York,  N.Y  10005. 

Or  telephone 

Mr.  Hagmann  at 

(212)  806-4042. 

USTrust 

When  you  do  something  very  well 

you  simply  cannot  do  it  for  everyone. 


_  one 
top  mutual  fund 
doesn't  want 


%^/ 1*1\7  Alip  Yes,  we're  still  accepting  new  shareholders. 
▼  ▼  M.  JL ,\   VrU^^   But  if  you're  planning  to  invest  this  week 

'  and  move  your  mon- 
ey somewhere  else 
the  next,  we  frank- 
ly believe  you'd  be  better  off 
with  a  different  investment.  Be- 
cause Twentieth  Century's  real 

\7|^|11"f*  TX\fW%£*\7  strenSth  is   tong-term  perform- 

VVrUX    a1A.vPJLJ.wV    ance— the  kind  that  has  put  us 

■«      •  -«  among  the  top-performing  mu- 

|ll|C  \^7£^£^|C     tual  funds  in  the  country  for  the  past 

1»A  AAiJ     »  »  W'Vei^^*  fjve.)  ten.)  an(j  fifteen-year  periods.  How- 
ever, if  you'd  like  to  add  an  outstanding  buy-and-hold  fund  to  your 
investment  portfolio,  we'd  like  to  hear  from  you — this  week. 
For  more  information  about  our  six  funds,  write  or  call  for  a  free  prospectus. 
Please  read  the  prospectus  carefully  before  investing. 

TWENTIETH  CENTURY  INVESTORS  —  No-Load  Mutual  Funds 


Please  send  a  free  prospectus  to: 


Name 


Address . 

City  

State 


.Zip  . 


FBS841203 


P.O.  Box  200,'  Kansas  City,  Missouri  64141  •  (816)  531-5575 
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Rockwell  International  know-how: 
t's  in  lightwave  systems  for  advanced  telecommunications. 

It's  in  everything  we  do. 


Optical  hybrid  circuits  designed 
|  Rockwell  International  for  its 
ghtwave  communications  systems 
rflect  the  advanced  technology 
lat  s  made  Rockwell  one  of  tne 
lajor  suppliers  to  the  telecommu' 
ications  industry.  Rockwells 
ber  optics  research  and  develop' 
lent  is  helping  the  industry  to 
enefit  from  the  increased  channel 
apacity  available  in  lightwave 
ommunications. 

Rockwell  provides  high  tech' 
ology  products  and  systems  to 
hree  telecommunications  markets: 
ommunications  transmission,  com' 
lunications  switching,  and  tele' 
hone  company  special  services. 

Only  a  company  with  the  know 
iOw  to  combine  high  technology 
wth  outstanding  engineering  and 
Qanagement  skills  can  meet  such 
road  needs  of  the  telecommunica' 
ions  industry.  That  knowhow 
oakes  us  a  leader  in  our  electronics 
aisiness  and  goes  into  everything  we 
o  at  Rockwell. 

In  aerospace:  where  we're 
esponsible  for  the  design,  integra' 
ion  management  and  production  of 
the  US.  Air  Forces  MB  Long 
lange  Combat  Aircraft.  By  1986, 


we  will  be  assembling  four  B'IBs 
per  month. 

In  the  automotive  industry: 
where  our  technology  and  reputa' 
tion  for  dependable,  quality  design 
for  car  and  truck  components  have 
made  us  a  major  supplier  of  drive 
trains  for  U.S.  Army  trucks. 

In  general  industries:  where 
advancements  such  as  electronic 
press  controls  and  total  production 
systems  have  made  our  Goss  presses 
a  world  leader  in  offset  newspaper 
printing. 

We're  an  $8  billion  company 
where  science  gets  down  to  business 
in  four  diverse  areas.  And  that  diver' 
sity  has  helped  us  achieve  eight 
consecutive  years  of  increased 
earnings  ana  growth. 

Iryou  are  interested  in 
any  of  our  products  or  want  to 
learn  more  about  us,  write: 
Rockwell  International, 
Department  815R-13, 600  Grant 
Street,  Pittsburgh,  PA  15219. 
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Rockwell  International 

...where  science  gets  down  to  business 

Aerospace/Electronics 
Automotive/General  Industries 


Taxing  Matters 


made  it  retroactive  to  .  .  .  forever. 
This  is  called  hardball.  "They  meant 
to  paint  with  the  broadest  brush  pos- 
sible," says  David  Benson,  tax  man- 
ager at  Coopers  &  Lybrand. 

Though  the  move  won't  bring  in 
billions  in  tax  revenue,  the  Service 
may  hope  to  force  some  foot-dragging 
foreigners  to  negotiate  more  realistic 
tax  treaties  with  the  U.S.  By  all  ac- 
counts, the  taxmen  are  proud  of  the 
maneuver.  Commissioner  Roscoe  Eg- 
ger  reportedly  bragged  about  it  as  an 
attack  on  "global  tax  fraud."  "Over  at 
Treasury,  they're  absolutely  smug, 
they're  so  pleased  with  themselves," 
says  one  member  of  a  Big  Eight  ac- 
counting firm. 

But  there  are  a  couple  of  hitches. 
The  case  the  Service  cited  as  justifica- 
tion for  the  Antilles  ruling,  Aiken  In- 
dustries v.  Commissioner,  looks  like  a 


weak  reed  to  many  tax  accountants. 
"Aiken  was  a  sham  transaction.  The 
Antilles  shell  companies  have  genu- 
ine substance,"  says  Robert  Patrick, 
international  tax  partner  at  Price  Wa- 
terhouse.  "If  you  read  that  case  and 


"This  unilateral  move  has 
hit  the  international  com- 
munity like  a  bomb,"  says 
one  Dutch  tax  attorney. 
"Can  the  IRS  limit  the  use 
of  tax  treaties  whenever  it 
wants  to?  Can  we  ever 
trust  a  treaty  anymore?" 


the  ruling,  you  might  conclude  that 
they  were  smoking  something  when 
they  cited  Aiken,"  adds  another  tax- 
man.  "I  don't  know  whether  the  rul- 
ing will  stand  in  court." 

The  other  problem,  which  has  our 
trading  partners   upset,   is   that   the 


IRS — a  government  agency — has,  in 
effect,  voided  a  treaty  of  the  U.S.  gov- 
ernment. "This  unilateral  move  has 
hit  the  international  community  like 
a  bomb,"  says  John  Sanders,  a  tax  at- 
torney with  the  Dutch  firm  of  Moret 
Gudde  Brinkman.  "Can  the  IRS  limit 
the  use  of  tax  treaties  whenever  it 
wants  to?  Can  we  ever  trust  a  treaty 
anymore?" 

It's  a  sure  bet  that  everybody  is  go- 
ing to  wind  up  in  court  finding  out.  It 
is  also  clear  that  if  these  recent  rul- 
ings stick,  companies  will  find  many 
international  transactions  more  ex- 
pensive. Then  again,  says  Arthur  An- 
dersen partner  Frank  Walsh,  "Up  'til 
now  companies  have  been  able  to 
avoid  taxes  on  loans  to  subsidiaries  in 
a  straightforward  way.  But  they  are 
very  clever,  and  they  will  likely  find 
ways  to  do  indirectly  what  they  do 
directly  now." 

When  we  spot  these  new  maneu- 
vers, we  will  pass  them  on. 


TIhe  U.S.  is  not  the  only  country 
that  would  like  to  capture  some  of 
the  funds  that  leave  its  shores.  But 
this  only  serves  to  make  life  diverting 
for  American  finance  vice  presidents. 
Where  there's  a  tax,  there's  a  way 
around  it.  Herewith  a  few  offshore 
escapes  worthy  of  note. 

The  first  takes  place  in  Mexico.  Our 
southern  neighbor  charges  a  stiff  42% 
"withholding"  tax  on  any  interest 
payments  made  by  a  Mexican  com- 
pany to  an  affiliated  firm  beyond  its 
borders.  Any  CFO  who  reflects  on 
that  for  one  moment  will  of  course 
see  that  a  U.S.  parent  that  lends  funds 
to  its  Mexican  subsidiary  will  often 
not  be  able  to  recover  the  steep  taxes 
on  the  interest  income  it  gets.  True,  a 
U.S.  company  gets  a  foreign  tax  credit 
at  home  for  the  Mexican  tax.  But  if 
it's  a  subsidiary  of  some  size,  ^nd  if 
the  U.S.  parent  has  already  mini- 
mized its  U.S.  taxes,  that  42%  over- 
seas tax  is  never  or  only  partially  re- 
covered back  home. 

Solution?  Finance  men  will  tell  you 
quietly  (no  company  names,  please) 
about  a  way  around  the  Mexican  di- 
lemma. What  many  companies  do  is 
deposit  money  with  a  U.S.  bank, 
which  then  turns  around  and  lends 
the  same  amount  to  the  subsidiary. 
That  way  the  parent  avoids  the  42% 
problem,  and  so  does  the  bank  be- 
cause Mexican  law  imposes  only  a 
15%  tax  on  loan  payments  to  a  foreign 
financial  institution.  Everyone,  ex- 
cept possibly  Mexico,  is  happy  with 
the  back-to-back  loan:  the  subsidiary 
gets  dollars,  the  parent  gets  10%  or  so 


Nifty  offshore  parries 

on  its  deposit,  and  the  bank  gets  a  nice 
spread  on  the  transaction. 

It's  even  legal — barely.  "These 
loans  are  extremely  aggressive," 
warns  John  Raedel,  international  tax 
partner  with  Peat  Marwick.  "Is  the 
bank  anything  more  than  a  conduit 
for  the  real  lender?  There's  clearly  an 
incentive  for  the  Mexican  govern- 
ment to  find  out." 

Maybe  so,  but  don't  expect  a  crack- 
down. The  last  thing  Mexico  wants  is 
higher  foreign  debt,  and  shaking  down 
a  U.S.  parent  for  the  full  42%  would 
just  force  it  to  charge  even  higher  in- 
terest on  the  loans. 

Mexico  is  not  the  only  country  to 
use  the  interest-payment  tax  as  a  cap- 
ital snare.  While  the  U.S.  government 
has  negotiated  trade  treaties  with 
many  developed  countries  that  lower 
substantially  the  taxes  on  interest 
payments  to  the  U.S.,  we  have  had  far 
less  luck  in  getting  the  same  type  of 
concessions  from  less  developed  na- 
tions— maybe  because  they  tend  to  be 
hungrier  for  a  piece  of  that  capital. 

The  traditional  solution  here  is  a 
reverse  on  the  Dutch  shell  game  that 
the  IRS  is  now  attacking  (see preceding 
story).  U.S.  companies  set  up  a  fi- 
nance company  in  the  Netherlands, 
which  has  favorable  tax  treaties  with 
both  the  U.S.  and  other  countries.  Re- 
sult: much  lower  interest-payment 
taxes  and  no  excess  tax  credits.  A 
Dutch  finance  company  can  reduce 
Singapore's  40%  tax  on  interest  pay- 
ments to  the  U.S.  to  10%,  before  the 
payment  of  nominal  taxes  to  the 
Dutch  government.  It  can  also  lower 


Israel's  35%  tax  to  15%;  Ireland's 
35%  tax  to  0%;  and  Spain's  24%  tax 
to  10%. 

Another  obvious  way  to  short-cir- 
cuit the  interest-payment  tax  snare  is 
to  finance  an  offshore  subsidiary  lo- 
cally, of  course.  But  sometimes  only 
U.S.  funds  will  do.  PHH  Group,  a  Bal- 
timore company  that  manages  vehi- 
cle fleets  for  other  corporations,  want- 
ed to  back  its  Canadian  subsidiary 
with  funds  raised  in  the  U.S.  commer- 
cial paper  market,  where  its  long  fi- 
nancing experience  assured  lower  in- 
terest rates  and  very  flexible  financ- 
ing. But  the  Canadian-U.S.  trade 
treaty  imposes  a  15%  tax  on  interest 
payments  between  a  Canadian  com- 
pany and  its  U.S.  parent,  and  PHH 
does  not  pay  nearly  enough  U.S.  tax  to 
make  use  of  the  credits  that  paying 
the  Canadian  tax  would  generate.  The 
company's  ingenious  solution  was  to 
set  up  another  corporation,  PHH  Cap- 
ital, in  Maryland  last  year.  Theoreti- 
cally at  least  PHH  Capital  is  not  affili- 
ated with  PHH  Group,  but  PHH 
Group  can  still  guarantee  any  debt 
issued  by  the  new  firm.  That  gives 
PHH  Capital  free  rein  to  borrow  on 
the  U.S.  commercial  paper  market, 
relend  the  money  to  PHH  Canada, 
and  avoid  the  tax.  The  reason:  The 
treaty  waives  the  15%  tax  on  arm's- 
length  loans  between  nonaffiliated 
U.S.  and  Canadian  companies.  Cana- 
da, says  PHH,  approved  the  deal,  be- 
cause it  clearly  was  not  an  attempt  to 
suck  capital  out  of  the  country. 

It  just  shows  even  taxmen  appreci- 
ate real  finesse. — Christopher  Pawer 


FORBES,  DECEMBER  3,  1984 


H 


'• 


The  historic  shift  in  economic 
policy  taken  some  20  months  ago 
by  the  socialist  administration 
of  President  Frangois  Mitterrand 
as  been  widely  commented  on  by  the 
iternational  media. 

The  U-turn,  from  a  lax  policy  to  one 
f  austerity,  was  a  bold  but  necessary 
love,  applauded  by  France's  major  trad- 
ig  partners  and  by  such  independent 
odies  as  the  International  Monetary 
und  (IMF)  and  the  Organization  for  Eco- 
omic  Cooperation  and  Development 
DECD). 

The  immediate  aim  of  the  new  policy 
/as  to  attack,  head-on,  France's  major 
nacro-economic  problems:  runaway  infla- 
ion,  the  steady  deterioration  of  its  bal- 
nce  of  payments,  and  rising 
inemployment. 

The  injection  of  a  strong  dose  of  fra- 
ctional medicine,  including  tight  mone- 
ary  and  fiscal  measures  and  a  concerted 
irice  and  incomes  policy,  has  already  pro- 
luced  encouraging  results  in  two  major 
ireas:  the  foreign  trade  deficit  was  slashed 
iy  more  than  50  percent  last  year  and  a 
wing  to  surplus  is  projected  for  the  end 
)f  1985;  and  by  mid-1984  inflation  was 
iinning  at  an  annual  rate  of  about  seven 
)ercent — the  lowest  in  12  years — corn- 
Bred  with  9.3  percent  in  1982  and  14 
percent  in  1981. 

Although  unemployment  remains 
unbearably  high,  at  close  to  nine  per- 
:ent  of  the  active  population,  the  gov- 
ernment has  so  far  rejected  calls  to 
-einflate  the  economy,  a  move  that 
A>ould  quickly  jeopardize  the 
results  achieved  so  far. 

In  an  assessment  of  the 
French  economy,  the  OECD  con 
curred:  'in  the  short  run,  the 
present  policy  of  stringency 
seems  the  only  possible 
course,"  it  said. 

In  its  annual  survey  of 
the  French  economy  re- 
leased in  August  1984,  the 
OECD  gave  the  following 
appraisal:  "On  the  basis 
of  present  policy,  further  progress  may  be 
expected  in  1984-85  in  the  foreign  trade 
balance  on  the  prices  and  incomes  front. 
The  current  balance  (whose  deficit 
dropped  to  $3.8  billion  in  1983  from  $12 
billion  in  1982)  should  continue  to  im- 
prove and  could  be  back  to  equilibrium  in 
1985.  Inflation  ...  is  likely  to  reach  7.6 
percent  in  1984  and  to  come  down  to  the 
OECD  average  (around  five  percent)  in  the 
second  half  of  1985." 

In  its  conclusion  the  OECD  under- 
lined the  fact  that  the  French  government 
"has  begun  to  create  the  conditions  for  a 
better  match  between  supply  and  demand, 
notably  by  giving  priority  to  expanding  fi- 
nancial savings,  fostering  private  enter- 
prise and  making  the  conditions  of  labor 
market  operation  more  flexible." 

To  be  sure,  France's  austerity  policy 
was  accompanied  by  an  ambitious  pro- 
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gram  designed  to  revitalize  its  battered 
economy,  revive  business  confidence  and 
modernize  industry  along  high-tech  lines. 

The  appointment  last  July  of  Laurent 
Fabius  as  Prime  Minister  was  welcomed 
by  the  French  business  community.  He  is 
a  staunch  supporter  of  economic  rigor, 
and  one  of  the  principal  architects  of 
plans  aimed  at  transforming  France  into  a 
modern  electronic  society. 

French  employers  are  also  impressed 


by  the  candor  and  the  new  tone  of  Fabius, 
who  is  putting  less  emphasis  on  govern- 
ment intervention,  and  more  on  action  to 
boost  industry  profits,  foster  private  enter- 
prise and  speed  up  investments. 

In  what  is  widely  acknowledged  to  be 
one  of  Europe's  most  comprehensive  and 
coherent  policies,  France  is  in  effect 
readying  itself  to  become  the  world's  third 
technological  power  after  the  United 
States  and  Japan. 

To  achieve  its  goals  the  French  gov- 
ernment has  placed  unprecedented  em- 
phasis on  research  and  development, 
upgraded  scientific  education,  fostered  the 
mobility  of  researchers,  and  backed  its 
program  with  a  series  of  incentives  and 
adequate  financial  support. 

Indeed,  from  public  research  labora- 
tories to  specialized  research  centers, 
from  corporate  management  to  banks  and 


capital  lending  sources,  France's  indus- 
trial, scientific  and  financial  communities 
are  being  mobilized  to  make  French  in- 
dustry competitive  worldwide. 

Government  support  for  R&D  re- 
ceived an  unprecedented  boost  since  the 
socialist  administration  came  to  power  in 
May  1981. 

After  the  strong  push  in  1982  and 
1983,  France's  civilian  R&D  budget  was 
given  a  further  powerful  shot  in  the  arm 
in  1984  with  an  increase  of  15.5  percent 
in  public  spending  to  37.6  billion  francs. 
The  sharp  increase,  within  the  con- 
text of  a  national  budget  characterized  by 
austerity,  underscores  the  government's 
political  commitment  and  determination 
to  achieve  its  policy  objective  of  devoting 
2.5  percent  of  GDP  to  R&D  by  1985. 

The  general  guidelines  of  France's 
technological  thrust  were  set  by  President 
Mitterrand  in  January  1982.  Addressing  a 
National  Research  and 
Technology  symposium, 
the  President  said: 
"...  Research  could 
provide  one  of  the  essential 
keys  to  overcoming  the  eco- 
nomic crisis  ...  a  key,  per- 
haps, to  economic  renewal. 
Only  through  a  gigantic  re- 
search drive  will  France  suc- 
ceed in  taking  its  place 
among  the  few  nations  of 
the  world  capable  of  mas- 
tering their  technology 
and,  in  the  final  analysis, 
of  preserving  their  independ- 
ence. 
"Let  us  begin  in  a  deter- 
mined manner,  refusing  to  accept 
as  inevitable  either  economic  domi- 
nation or  the  international  division  of 
labor  as  they  exist  today. 

"I  am  convinced  that  everything  in 
the  past,  present  and  future  emanating 
from  the  creative  imagination  and  capac- 
ity for  scientific  observation  throughout 
the  world,  everything  that  can  be  summed 
up  in  the  word  'science,'  can  and  should 
spur  extraordinary  progress  for  man,  con- 
stantly enlarging  the  frontiers  of  his 
knowledge  ...  I  believe  in  science  serving 
man,  not  the  other  way  around." 

Five  months  after  the  President's 
speech,  the  French  Parliament  adopted  a 
'guidance  and  financing"bill  for  R&D 
which  provides  for  a  series  of  measures  di- 
vided into  two  complementary  aspects: 
the  direction  and  financing  of  France's  re- 
search drive. 

It  aims  to  induce  a  more  democratic, 
regional-minded,  flexible  and  outward- 
looking  type  of  management  in  research 
bodies;  to  lend  impetus  to,  and  achieve 
closer  cooperation  between,  the  different 
centers  involved  in  R&D. 

Bodies  designed  to  increase  coordi- 
nation and  dialogue  have  been  set  up  both 
on  the  national  and  regional  levels.  Each 
region  will  be  called  upon  to  elaborate 
programs  valid  for  several  years,  and  to 
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In  the  past  three  years  an  impressive  number  of  renowned 
international  companies  have  fallen  for  Lyon's  charms. 

She's  attracted  winners :  Hewlett  Packard  decided  to  come 
to  the  Isle  d'Abeau  business  park;  advanced  research  centers 
like  Schering Plough  inc.;  production  plants  like  Unilever 
which  have  chosen  La  Plaine  de  l'Ain  industrial  estate. 

What's  Lyon's  appeal  ?  Apart  the  fact  that  Lyon  herself  is 
a  vibrant,  ancient  center  of  culture  in  a  beautiful  countryside, 
she  is  so  convenient :  road  and  air  links  in  all  directions 
and  the  world's  fastest  business  train  first  started  from  Lyon. 

The  past  -  The  future.  Lyon,  she's  got  it  alL 


For  further  information,  please  send  your  calling  card  to  ADERLY : 
Association  pour  le  Developpement  Economique  de  la  Region  Lyonnaise. 
ADERLY  US. A  230  Park  Avenue  -  NY.  10  169. 
TeL  (212)  697  51.56.  Telex  429011  Radix. 


contribute  towards  the  definition  of  a  m \ 
tional  research  policy.  Additionally,  the 
business  world  will  henceforth  be  repre- , 
sented  more  fully  on  the  boards  of  re- 
search agencies. 


To  boost  progress  in  research,  new 
aims  have  been  set  for  government  re- 
search agencies.  They  include  upgrading, .] 
the  results  of  research  in  all  spheres  of 
cultural,  social  and  economic  life,  wider 
distribution  of  scientific  and  technical  in 
formation  and  more  on-the-job  research 
training. 

In  order  to  facilitate  the  smoother 
flow  of  personnel  and  ideas,  employees  of 
government  research  agencies  have  been 
given  a  charter  bearing  in  mind  the  spe- 
cific nature  of  their  work,  particularly 
with  regard  to  recruitment  and  job 
mobility. 

France  has  also  hammered  out  an 
overall  policy  to  promote  scientific  and 
technological  cooperation  with  other 
countries.  It  is  aimed  both  at  the  world's 
leading  scientific  nations  and  Third  Worldfl 
countries. 

According  to  current  plans,  funds 
earmarked  for  civilian  research  should  at 
tain  2.5  percent  of  the  GDP  in  1985,  up 
from  two  percent  in  1983. 

Four  major  branches  of  activity  will 
be  either  initiated  or  developed.  These  are 
— Fundamental  research 
— Applied  research  responding  to  so- 
cial, industrial  and  cultural  requirements 
such  as  robotics,  agribusiness,  scientific 
instruments,  engineering  and  bio-tech- 
nology 

— Technological  advances  in  aeronau- 
tics and  telecommunications 

— Inventive  research  or  impetus-creat 
ing  programs. 

Forming  a  new  category,  this  last 
branch  will  interlock  with  the  three  pre- 
vious ones,  spearheading  the  drive  by  re- 
search agencies  and  public  or  private 
concerns  to  boost  fundamental  and  ap- 
plied research  or  technological  develop- 
ment in  top  priority  fields. 
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The  demand  for  voice  and  data  communications  grows  rapidly.  Two 
U.S.  subsidiaries  of  a  French  multinational  are  ready  to  meet  the 
need. 

CIT-ALCATEL  answers  the  call 


Rural  districts  in  areas  as  diverse  as 
Indiana  and  South  Carolina  now 
enjoy  some  of  the  most  advanced  tele- 
phone equipment  in  the  world.  They 
thereby  share  an  affinity  with  systems  in 
44  countries-  They  also  stand  as  van- 
guards for  the  future  of  digital  communi- 
cations in  North  America. 

Behind  the  advanced  digital  equip- 
ment is  CIT-Alcatel,  Inc.,  the 
five-year-old  subsidiary  of  the 
world  leader  in  digital  switch- 
ing. The  parent  company,  which 
shares  the  same  name  as  the 
subsidiary,  created  the  first  dig- 
ital switch  in  1969.  The  Alcatel 
Thomson  Group  now  has  over 
18  million  lines  installed  or  on 
order  around  the  globe.  In  1979,  they 
developed  the  E10-FWE  especially  for 
North  American  telephone  companies. 

American  telephone  companies,  who 
frequently  use  equipment  that  is  decades 
old,  have  found  in  the  modular  E10-FIVE 
a  solution  to  present  and  future  central 
office  needs.  The  E10-FIVE  stands  at  the 


Alcatel 


with  fully  distributed  control  and  new 
value  added  switching  applications  such 
as  data  and  videotex. 

Another  subsidiary,  CITCOM  Systems, 
Inc.,  specializes  in  transmission  equip- 
ment Originally  one  of  four  companies  in 
the  world  with  underseas  cable  transmis- 
sion products,  they  quickly  acquired  AT&T 
Overseas  as  a  customer.  They  also  serve 

—^    other  long  distance  carriers 

such  as  MCI  and  GTE  Sprint. 
In  the  mid-1980's  CITCOM 
has  moved  to  the  forefront  of 
transmission  technology  with 
their  latest  version  of  voice 
concentrating  equipment  and 

fiber  optic  lines.  This  new 

technology  currently  moves 
voice  and  data  at  the  incredible  rate  of  565 
megabytes  per  second. 

CITCOM  and  CIT-Alcatel,  Inc.  are  cur- 
rently working  to  provide  fully  integrated 
voice  and  data  communications  for  the 
U.S.  telecommunications  market. 
For  more  information,  contact  either  com- 
pany at  10800  Parkridge  Blvd.,  Reston, 


forefront  of  digital  switching  technology        VA  22091 . 


France  already  has  a  solid  industrial 
and  technological  base,  as  well  as  a  num- 
ber of  major  export-oriented  trump  cards 
to  back  up  its  ambitious  program:  com- 
puter software,  nuclear  technology,  the 
most  advanced  railway  techniques,  civil- 
ian and  military  aircraft,  aerospace  and 
missiles,  oceanography  and  deep  sea  tech- 
nologies, telecommunications  and  last, 
but  not  least,  its  human  resources  and 
know-how. 

In  addition  the  French  government  is 
going  out  of  its  way  to  welcome  and  to  en- 
courage foreign  investments  with  a  variety 
of  inducements  ranging  from  generous 
cash  grants  and  tax  breaks  to  long-term, 
low-interest  loans. 

But  financial  incentive  is  just  one 
side  of  the  coin. 

The  other  side  includes  a  large  ho- 
mogeneous market,  an  experienced  and 
motivated  labor  force  with  a  diversity  of 
skills,  a  good  social  climate,  a  highly  de- 
veloped infrastructure,  the  availability  of 
a  wide  range  of  supporting  services,  top 
education  and  research  capability,  coun- 
try-wide worker  training  schemes  and 
first-class  telecommunications  and 
transport. 

On  top  of  these  invaluable  assets  to 
the  prospective  investor,  France  is  en- 
dowed with  unequaled  natural  advantages: 
Its  strategic  location  at  the  heart  of  Eu- 
rope's road,  rail,  maritime  and  inland  nav- 
igation network  gives  it  direct  and  fast 
access  to  the  six  nations  bordering  its  ter- 
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ritory — West  Germany,  Belgium,  Luxem- 
bourg, Italy,  Spain  and  Switzerland. 
France  is  also  the  only  European  country 
with  major  ports  on  the  North  Sea,  the 
English  Channel,  the  Atlantic  Ocean  and 
the  Mediterranean  Sea. 

Investing  in  centrally-located  France 
therefore  means  stepping  directly  into  the 
world's  largest  open  market  with  duty-free 
access  to  the  300  million  sophisticated 
and  affluent  consumers  of  the  ten-nation 
European  Economic  Community  (EC)  and 
the  seven-nation  European  Free  Trade 
Association  (EFTA). 

Little  wonder  then  that  France  con- 
tinues to  enjoy  one  of  the  highest  rates  of 
foreign  investments,  which  created  some 
121,000  new  jobs  in  the  ten  years  through 
1983,  including  more  than  58,500  created 
by  American  companies. 

In  1983  alone,  11,323  new  jobs  were 
created  by  foreign  investors,  62  percent  of 
which  were  in  priority  zones  and  as  such 
eligible  for  special  regional  development 
aids. 

A  noticeable  aspect  of  American  in- 
vestment has  been  the  increasing  number 
of  projects  from  small  and  medium-sized 
firms,  often  involving  joint  ventures  with 
French  partners.  This  new  generation  of 
U.S.  investors,  mostly  in  high-tech  fields, 
consists  of  companies  which  achieved 
leading  positions  in  their  sector  of  the 
American  market  and  which  are  now  look- 
ing to  Europe  for  further  expansion. 

And  the  attraction  of  France  contin- 
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ues,  fueled  in  no  small  part  by  the  excep- 
tionally favorable  dollar-franc  exchange 
rate.  During  the  first  six  months  of  1984, 
foreign  investments  generated  7,900  new 
jobs,  mostly  in  sensitive,  crisis-stricken 
regions. 

In  1984  Japanese  firms,  for  the  first 
time,  topped  the  list  with  3,751  jobs  cre- 
ated. American  companies  took  second 
place  with  2,246  jobs,  followed  by  West- 
German,  British  and  other  investors. 


A  recent  study  by  DATAR  (the  French 
Regional  Development  Agency)  shows  that 
of  the  100  leading  French  subsidiaries  or 
affiliates  of  foreign  industrial  corpora- 
tions, 51  are  American,  including  six  of 
the  top  ten:  IBM,  Ford,  Cargil,  Esso- 
chemical,  Kodak  and  General  Motors. 

The  study  does  not  include  compa- 
nies in  the  energy  sector  where  foreign 
heavyweights  such  as  Exxon,  Mobil,  Shell, 
British  Petroleum  and  others  are  present. 
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What  Foreign  Investors  Say 

Early  in  1984  Dow  Corning  Europe 
opened  a  new  medical  products  center — 
the  first  in  Europe — at  Sophia  Antipolis,  a 
scientific  research-oriented  zone  near  Val- 
bonne,  15  miles  from  Nice  and  the  French 
Riviera. 

"When  looking  for  a  site  for  a  medical 
research  products  center,  we  considered 
France,  both  for  its  population  and  its 
position  as  the  second  largest  industrial 
country  in  Europe,"  said  H.J.  Broser,  vice- 
president  of  Dow  Corning  Europe. 

Added  Alain  F.  Joachim,vice  president  of 
Dow  Corning  Europe  and  president  of 
Dow  Corning  France:  "It  was  crucial  for 
us  to  have  a  place  in  Europe  where  we 
could  meet  surgeons  and  doctors  . . . 
After  a  serious  study  we  finally  narrowed 
the  choice  down  to  the  UK  and  France  be- 
cause we  believed  that  both  countries  had 
high  standards  in  medical  teaching,  and 
we  needed  to  be  close  to  university  teach- 
ing centers  and  excellent  hospitals.  France 
had  both  of  these." 

Joachim  underlined  the  "outstanding 
job"  done  by  the  Chamber  of  Commerce 
and  Industry  of  Nice.  "These  people  are 
very  committed  to  their  task,  and  we  have 
had  good  contacts  with  them  from  the  be- 
ginning .  .  .  Valbonne  provides  specially 
tailored  support.  The  excellent 
cooperation  we  have  with  regional  groups 
there  is  crucial  because  you  can  so  easily 
be  lost  without  local  support." 
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j       Joachim  said  there  was  a  certain"ambi- 
|   ence"and"quality  of  life 'in  Valbonne 
!   "which  stimulates  contacts  among  profes- 
:   sionals  in  different  and  sometimes  indi- 
rectly related  fields.  This  can  only  be 
beneficial  to  Dow  Corning  France." 


In  1974  the  Japanese  firm  Ajinomoto  set 
up  a  factory  for  the  production  of  lysine  at 
Amiens,  in  northern  France,  as  a  50-50 
venture  with  the  French  group  Lafarge- 
Coppee.  This  subsidiary,  known  as  Euroly- 
sine,  has  since  had  remarkable  success 


and  today  supplies  90  percent  of  the  Eu- 
ropean market. 

\asuhiko  Ikeda,  executive  manager  of 
Ajinomoto  in  Tokyo,  who  was  the  princi- 
pal negotiator  of  the  project  on  the  Japa- 
nese side,  said  that  France  was  chosen 
after  serious  location  studies  in  Belgium, 
Italy,  West  Germany  and  elsewhere  in 
Europe. 

"The  first  reason  was  related  to  the  fac- 
tory's needs  of  supplies  of  raw  materials. 
Molasses,  an  extract  of  sugar-beet,  is  the 
basic  ingredient  for  the  making  of  lysine, 
and  it  so  happens  that  France  is  Europe's 
leading  producer  of  sugar-beet,  while 
Amiens  is  at  the  heart  of  the  main  French 
region  that  grows  it. 

"The  second  reason  concerns  the  re- 
cruiting of  our  personnel.  At  Amiens  we 
found  a  workforce  of  remarkable  quality, 
in  terms  both  of  its  productivity  and  its 
moderation  in  union  matters. 

"Lastly,  we  found  the  Lafarge-Coppee 
group  to  be  an  open-minded  partner, 
ready  to  establish  relations  of  mutual 
trust." 

Ikeda  said  that  all  negotiations 
with  the  Amiens  City  Council  and  the 
government  regarding  location  of  the 
site,  grants,  loans  and  recruitment  "have 
taken  place  under  the  best  conditions." 

The  Japanese  executive  added  that 
Eurolysine  plans  to  expand  production 
capacity  in  France. 

In  1983  and  1984,  the  region  of  Lyon 
has  also  seen  the  implantation  of  several 
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American  companies,  such  as  Schering- 
Plough  for  the  perfection  of  interferon, 
Lever  of  the  Unilever  Group  and  Hewlett 
Packard,  which  is  deeply  involved  in  the 
development  of  the  region.  Hewlett  Pack- 
ard increased  in  1983  its  Grenoble  factory, 
including  two  complete  units  for  net- 
works, industrial  and  micro  computers. 
These  units  already  work  for  the  whole 


of  Europe,  with  all  the  necessary  techni- 
cal and  marketing  supports. 

To  improve  communication  with  its 
customers  in  1984  Hewlett  Packard  also 
inaugurated  its  new  regional  headquarters 
at  Lyon  Ecully. 

Lyon  was  the  region  of  choice  because 
it  is  one  of  the  main  cross-roads  of  Euro- 
pean communication:  European  and  re- 
gional highways,  railways  with  the  TGV 
which  connects  Paris  with  Lyon  in  two 
hours,  the  international  airports  of  Lyon 
Satolas  and  Geneva,  and  the  waterway 
from  the  Mediterranean  make  Lyon  very 
accessible.  This  region  has  at  all  times  at- 
tracted foreign  investors  by  its  geographi- 
cal situation  together  with  the  know-how 
of  its  population  and  companies,  in  all  the 
trades  and  branches  of  modern  economy. 
The  emergence  of  Lyon  as  a  pole  for  nu- 
clear engineering,  bio-technologies,  micro- 
computers, fine  and  pharmaceutical 
chemistry,  and  new  materials,  proves  it. 

Apart  from  the  quality  of  research  and 
development  services  in  the  region  of  Lyon 
and  the  structures  offered  in  regard  to 
business  and  leisure  facilities,  the  flexible 
attitude  of  the  local  authorities  and  Ader- 
ly's  to  accelerate  the  studies  and  formali- 
ties as  much  as  possible  has  also  made 
Hewlett  Packard's  decision  easier. 

In  this  regard,  James  Law,  of  Hewlett 
Packard,  Palo  Alto,  Calif.,  commented: 

"In  our  search  for  a  new  European 
manufacturing  and  research  site  we  found 
the  Aderly  Group  to  be  most  accommo- 


dating and  professional  in  their  assistance 
to  us.  The  level  of  sophistication  was  im- 
pressive as  they  readily  brought  in  plan- 
ners, traffic  consultants  and  engineers  to 
assist  us  in  planning  and  designing  the 
infrastructure  improvements  necessary  to 
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accommodate  our  development  needs." 

In  1964,  IBM  chose  Montpellier  as  the 
plant  site  for  its  main  frame  computers. 
Today,  the  plant,  with  2700  employees,  is 
one  of  the  largest  in  Europe. 

The  principal  reason  for  the  choice  15 
years  ago  was,  according  to  IBM  manage- 
ment, Montpellier's  superb  quality  of  life, 
a  warm  sunny  climate,  the  Mediterranean 
only  three  miles  away,  and  the  Alps  and 
the  Pyrenees  only  three  hours. 

These  and  many  other  reasons  were 
dominant  factors  in  IBM's  site  selection 
including  Montpellier's  stronger  and 
stronger  infrastructure  in  advanced  elec- 
tronics. Surrounding  IBM,  a  number  of 
small  and  medium  sized  data  processing 
and  communications  companies  has  de- 
veloped. Originally  subcontractors,  these 
companies,  through  successful  diversifica- 
tion programs,  have  become  independent 
manufacturers  with  important  positions 
in  their  fields. 

Montpellier  also  has  an  excellent  uni- 
versity complex  and  training  centers  to 
provide  a  source  of  qualified  employees. 
The  city's  renowned  medical  school  is  the 
oldest  in  the  western  world  and  an  indus- 
trial park  specializing  in  the  medical 
industry  has  been  filled  and  is  being 
]    expanded. 

Jack  Aboafis  a  freelance  writer.  Formerly,  he  was 
a  Paris  bureau  chief  of  the  Associated  Press  and 
I     Dow  Jones,  and  a  journalist  with  International 
}     Herald  Tribune  and  The  Wall  Street  Journal.  ■ 
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A  Special  Message  on  FVench- 
U.S.  Bilateral  Relations 

Evan  G.  Galbraith,  U.S.  Ambassador  to  France 

FORBES'  special  supplement  on  France 
coincides  with  the  hundredth  anniversary 
of  what  is  certainly  the  world's  most  fa- 
mous gift — the  Statue  of  Liberty.  In  mak- 
ing this  extraordinary  gesture,  France 
sought  to  commemorate  its  alliance  with 
the  United  States,  an  alliance  that  dates 
back  to  the  American  Revolution.  It  is 
gratifying  to  report  a  century  later  that 
the  Statue  is  being  honored  by  its  restora- 
tion and  that  relations  between  our  two 
countries  are  strong  and  extend  beyond 
this  enduring  symbol  of  friendship  into  a 
diversity  of  mutually  beneficial  areas. 

France  is  the  eighth  largest  supplier  for 
the  United  States;  the  United  States  is  the 
third  largest  for  France.  The  trade  balance 
between  the  two  has  recently  shifted 
rather  dramatically.  The  United  States  has 
had  an  annual  trade  surplus  with  France 
ranging  from  $95  million  in  1978  to  $2.2 
billion  in  1980.  In  1983,  the  trade  balance 
was  $64  million  in  favor  of  France  and  in 
1984  it  is  expected  to  exceed  one  billion 
dollars.  We  are  thus,  in  a  material  way, 
sharing  our  economic  expansion  with 
France.  Exports  from  France  to  the  United 
States  include  a  wide  range  of  products, 
going  beyond  wine  and  high  fashion  and 
into  high  technology;  for  example,  optical 
equipment,  aircraft,  and  telecommunica- 
tion switching  systems  (PABX).  The  list 


may  well  grow.  Moreover,  French  compa- 
nies are  not  only  expanding  their  efforts  to 
sell  to  the  United  States,  but  they  are  also 
expanding  their  investments  in  the  United 
States.  Many  of  these  investments  have 
brought  substantial  benefits  to  several 
regions  of  our  country. 

Some  French  products  respond  to 
unique  requirements  and  are  not  just 
items  that  compete  in  price  with  existing 
U.S.  products.  The  French  high  speed 
train,  the  TGV  the  fastest  in  the  world,  is 
being  seriously  considered  for  service  in 


"The  positive  effects  of  the  up- 
swing in  the  U.S.  economy  are 
already  being  felt  in  the  French 
economy." 


several  areas  of  the  United  States  where  it 
could  solve  existing  transportation  gaps. 
Another  transportation  system  with  po- 
tential application  in  the  United  States  is 
the  automated  "people  mover"  now  in  op- 
eration in  the  city  of  Lille. 

Exports  from  the  United  States  which 
have  found  a  market  in  France  range  from 
agricultural  products  to  airplanes,  scien- 
tific instruments  and  computers.  Indeed, 
the  United  States  is  contributing  in  a  ma- 
jor way  to  the  development  of  the  com- 
puter industry  in  France  through  direct 


Evan  G.  Galbraith 

sales  and  investments  and  through  licen- 
sing or  joint  venture  agreements.  High- 
technology  products  continue  to  offer 
prospects  for  the  U.S.  exporter,  particu- 
larly in  the  areas  of  industrial  controls, 
electronics,  test  equipment  and  robotics. 

In  some  areas  our  two  countries  are 
head-on  competitors,  as  it  should  be  in  a 
free  market.  Having  witnessed  the  recent 
successful  launching  of  the  Ariane  space 
rocket  at  the  French  Guiana  space  station, 
I  can  attest  that  France  has  become  a  con- 
tender for  major  aerospace  telecommuni- 
cations contracts,  a  market  which  up  until 
now  has  been  largely  in  U.S.  hands. 

We  are  not  without  our  periodic  prob- 
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lems.  Current  examples  include  quotas  on 
steel  shipments  to  the  United  States  and 
the  difficulties  in  selling  U.S.  equipment 
to  the  French  national  telephone  company. 
Some  problems,  like  the  subsidized  ex- 
ports of  grain,  do  not  lend  themselves  to 
easy  solutions  and  require  understanding 
of  each  other's  domestic  problems  and  na- 
tional aspirations. 

President  Reagan  and  President  Mitter- 
rand share  a  similar  point  of  view  con- 
cerning the  military  preparedness  that 
must  be  maintained  by  the  Western  allies 
against  the  Soviet  Union.  The  French  were 
very  supportive  of  the  deployment  of  the 
Pershing  II  and  the  cruise  missiles,  and 
Europe,  consequently,  is  a  much  safer 
place  today.  The  two  Presidents  are  also 
convinced  that  free  trade  in  the  world 
must  be  strengthened.  As  a  result  of  their 
consultations,  they  have  developed  a  close 
working  relationship. 

Americans  were  apprehensive  about  the 
investment  climate  in  France  following 
the  election  of  a  socialist  government  in 
1981.  But  after  initial  economic  setbacks 
attributable  in  part  to  socialist  doctrine, 
the  government  has  shifted  its  economic 
policies  to  a  more  pragmatic  basis.  This 
has  brought  some  encouragement  to  busi- 
nessmen, but  some  problems  remain;  in- 
flation is  still  around  seven  percent  (with 
some  price  controls  still  in  effect)  and  un- 
employment is  rising  (augmented  by  the 
realigning  of  inefficient  industries). 

The  world  economic  slowdown  in  1981 


and  French  social  legislation  have  had  a 
dampening  effect  on  new  U.S.  investments 
in  France.  In  constant  dollars,  total  U.S. 
investment  in  France  has  declined  from 
$9.1  billion  at  the  end  of  1981  to  $8.4  bil- 
lion in  1982  and  to  $7.9  billion  in  1983. 
The  United  States  remains  France's  most 
important  foreign  investor,  and  there  are 
some  positive  signs  of  existing  invest- 


ments being  increased,  notably  in  the 
electronic  sector. 

The  Mitterrand  government  is  continu- 
ing its  efforts  to  reduce  inflation,  to  de- 
velop new  industries,  to  modernize  the  old 
and  to  create  a  new  service  sector.  It  has 
opened  its  door  wider  than  ever  to  foreign 
investment,  partly  to  combat  growing  un- 
employment and  to  attract  high  technol- 
ogy, but  also  to  stimulate  competition. 


The  current  French  administration  has 
demonstrated  an  enlightened  attitude  to- 
ward French  investment  in  the  United 
States,  which  has  continued  at  a  high  rate 
despite  the  unfavorable  French  franc/dol- 
lar exchange  rate.  While  French  invest- 
ment in  the  United  States  dropped  from 
nearly  $5.0  billion  in  1981  to  $4.5  billion 
in  1982,  it  climbed  to  $4.9  billion  in  1983. 

The  positive  effects  of  the  upswing  in 
the  U.S.  economy  are  already  being  felt  in 
the  French  economy.  New  growth  will  cre- 
ate new  markets  in  both  countries,  and 
the  drop  in  U.S.  exports  due  to  the  high 
price  of  the  dollar  will  increasingly  be  off- 
set by  other  forms  of  exchange,  such  as 
joint  venture  and  licensing  agreements, 
and  new  investments.  A  number  of  U.S. 
companies  already  present  in  France  have 
announced  plans  this  year  to  expand  exist- 
ing manufacturing  facilities  and  in  some 
cases  to  construct  new  plants. 

Believing,  as  I  do,  that  we  are  on  the 
threshold  of  a  new  era  of  world  economic 
growth,  I  congratulate  FORBES  for  high- 
lighting the  development  of  trade  and  in- 
vestment between  the  United  States  and 
France.  With  inflation  down  in  the  United 
States,  the  dollar  will  remain  strong.  This 
will  mean  an  expansion  of  overseas  invest- 
ment by  U.S.  companies  such  as  we  saw  in 
the  1950's  and  1960's.  Increased  foreign 
investments  will  mean  increased  U.S.  ex- 
ports. From  here  the  prospects  look  good 
for  U.S.  business,  including  that  in 
France.  ■ 
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Aerospatiale:  1984  Milestones 

1984,  a  year  of  revival?  Not  quite,  at  least 
as  far  as  the  aerospace  industry  is  con- 
cerned. But  at  Aerospatiale  the  first  signs 
of  an  upturn  have  already  been  noticeable: 

AIRBUS 

March  9:  certification  of  the  A300-600, 
the  largest  twinjet  in  the  world. 
March  12:  launching  of  the  A320,  the  150- 
seater  of  the  21st  century. 
September  13:  Pan  Am  signs  a  letter  of  in- 
tent for  the  purchase  of  44  aircraft,  with 
options  on  another  47. 


.raw 


AIR  42 

August  16:  first  flight  of  this  new  genera- 
tion regional  transport,  with  a  record 
flight  time  of  2  hours  and  46  minutes. 

SUPER  PUMA 

March  14:  for  the  first  time  in  the  history 
of  aeronautics,  the  FAA  grants  a  passenger 
transport  helicopter,  the  Super  Puma, 


IFR  Cat.  II  certification,  permitting 
all-weather  operations,  including  opera- 
tion under  icing  conditions. 

ASTAR/TWINSTAR 

March  15:  FAA  certification  of  the  F  ver- 
sion of  the  TwinStar. 

September  2:  public  demonstration  at  the 
Farnborough  air  show  of  the  military  ver- 
sion of  the  TwinStar. 
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DAUPHIN 

March  24:  opening  of  a  regular  service  be- 
tween the  downtown  helicopter  terminal 
and  the  two  main  Paris  airports,  with 
the  Aerospatiale  Dauphin  2.  (Similar  to 
service  available  in  New  York.) 
September  1:  Tokyo's  Metropolitan  Fire 
Department  chooses  the  Aerospatiale 
Dauphin  2  to  complete  its  fleet  which  is 
already  composed  largely  of  Aerospatiale 
helicopters. 

GAZELLE 

July  31:  new  world  speed  record  set  by  the 
>  Gazelle,  between  Paris  and  London,  at  156 
\    mph  (251.7  kmh). 

|    EUROCOPTER 

•   July  16:  implementation  of  the  Franco- 
i    German  Eurocopter  consortium  (Aerospa- 
tiale— MBB)  for  the  production  of  combat 
helicopters. 


EXOCET 

September  19:  acceptance  firing  of  the 
submarine-to-surface  Exocet  SM  39  mis- 
sile, which  is  to  equip  the  French  Navy's 
submarines. 


ARIANE 

March  4:  Ariane  F8  places  the  Intelsat  V 

satellite  in  orbit. 

May  22:  Ariane  F9  places  the  Spacenet  1 

satellite  in  orbit. 

August  4:  Ariane  F10  places  the  Telecom  1 

and  ECS  2  satellites  in  orbit. 

ARABSAT 

September  9:  integration  and  testing  of 
the  first  Arabsat  satellite  completed  at 
Aerospatiale's  facilities. 


MILAN— HOT— ROLAND 

September  2:  first  presentation  at  the 
Farnborough  air  show  of  the  new-genera- 
tion missiles,  Milan  2,  Hot  2  and  Roland  3. 


LEHOUVEL1 

BCOHOMISTE 


further  information,  call  us.  Advertising  department:  (1 )  723.01 .05.  22,  rue  de  La  Tremoille  -  75008  Paris 
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When  Discovery  Music  Network  took  MTV 
to  court  on  antitrust  charges,  it  raised 
some  interesting  questions. 


"...and  only 
here..." 


By  Peter  Newcomb 


When  MTV  videodisk  jockey 
Mark  Goodman  looks  into 
the  camera  at  the  top  of  the 
hour,  the  spiel  often  begins:  "Seen 
here  and  only  here.  ..." 

Video  jockey  Goodman  may  have 
to  change  his  tune  if  a  new  entrant  in 
the  24-hour  music  television  market, 


Discovery  Music  Network,  Inc.,  has 
its  way.  Discovery  has  brought  an 
antitrust  action  against  MTV  in  a  U.S. 
district  court  in  California.  It  charges 
that  the  six  months  of  exclusivity 
MTV  has  been  getting  for  showing 
these  videos  is  monopolistic. 

Established  just  three  short  years 
ago,  MTV  Networks  Inc.  is  unques- 
tionably the  dominant  station  in  the 
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video  music  programming  field  (seep. 
162).  Until  Karen  Tyler  and  partner 
Glen  Taylor — creators/founders  of  Fi- 
nancial News  Network — started  Dis- 
covery in  1983,  MTV  had  no  competi- 
tion at  all.  Having  just  completed  a 
$75  million  public  offering  in  August, 
and  still  two-thirds  owned  in  equal 
shares  by  Warner  Communications 
and  American  Express,  MTV  is  well 
funded. 

The  legal  question  involves  MTV's 
enviable  contractual  agreements  with 
five  major  record  labels:  CBS,  RCA, 
MCA,  Geffen  and  Elektra/ Asylum.  In 
exchange  for  cash  and,  in  some  in- 
stances, advertising  time,  MTV  may 
select  20%  of  each  company's  new 
music  video  releases — the  cream  of 
the  crop — and  show  them  on  an  ex- 
clusive basis.  Each  record  company 
may  then  select  an  additional  10%  of 
their  new  videos  for  MTV  to  play  on 
an  exclusive  basis  as  well.  In  addition 
to  the  cash  payments,  MTV  gives 
each  record  company  the  option  to 
run  free  30-second  advertising  spots 
seven  days  a  week.  These  companies 
aggregately  account  for  approximate- 
ly 40%  of  all  videos  produced  in  the 
U.S.  MTV  just  signed  with  Polygram, 
and  negotiations  with  a  seventh  ma- 
jor company,  Warner  Brothers,  are  in 
progress. 

Not  a  bad  arrangement  for  a  product 
that  initially  was  handed  out  free  as  a 
promotional  item.  "Those  things 
were  given  away  free  for  so  long,  the 
only  reason  they  set  up  these  exclu- 
sive arrangements  was  to  keep  out  the 
competition,"  says  Joel  Bennett,  Dis- 
covery's attorney  on  the  case.  An  in- 
teresting point,  but  it  is  also  true  that 
without  MTV  there  wouldn't  have 
been  a  marketplace  for  such  competi- 
tion to  share.  Indeed,  according  to 
Kidder,  Peabody's  Joseph  Fuchs,  MTV 
may  well  be  the  biggest  single  reason 
for  the  revival  of  the  $3.8  billion  rec- 
ord industry. 

What  Discovery  must  prove  is  that 
the  length  of  exclusivity,  short  as  it  is, 
raises  barriers  against  entry  into  the 
marketplace  and  thereby  places  Dis- 
covery at  a  competitive  disadvantage. 
This  may  not  be  easy.  In  many  ways 
Discovery  is  not  directly  competing 
with  MTV.  MTV  aims  for  a  largely 
teenage  viewing  audience.  Discovery 
is  trying  to  capture  the  21-to-45  age 
bracket,  where  bigger  purchasing 
power  lies. 

Another  difference  is  that  Discov- 
ery will  be  able  to  reach  noncable 
homes  because  its  network  will  be 
composed  of  free,  over-the-air  televi- 
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AT&T  Card  Caller 


AT&T    COMMUNICATIONS 

READY    TO    SERUE   YOU 

FOR    THE    FOLLOWING   CALLS 


AT&T  CARD 

CALLING  CARD 

COLLECT 

800  TOLL  FREE 

DIRECTORY    ASSISTANCE 

EMERGENCY 


LIFT   HANDSET    FOR    INSTRUCTIONS 


Meet  AT&T's  Newest  Public  Phone. 
The  Advantage  Is  Plain  To  See. 


It's  the  AT&T  Card  Caller— the  fastest,  most  efficient 
way  to  call  anyone,  anywhere. 

Just  insert  your  AT&T  Card  for  the  lowest  AT&T 
Long  Distance  rates  from  a  public  phone.  Of  course,  you 
can  also  use  your  local  telephone  company  card  number  for 
equally  low  rates  or  dial  the  AT&T  Operator  for  other 
types  of  calls.  And  remember,  all  your  Collect, 
Third-Party  and  AT&T  Card  calls  add  credits  to  the 
Opportunity  Calling5"  Program. 

A  video  display  gives  you  step-by-step  calling 
instructions  in  up  to  four  languages.  And  when  you 
use  your  AT&T  Card,  the  phone  records  your  billing 
information  automatically.  What's  more,  the  "New 
Call"  button  lets  you  make  as  many  calls  as  you  like 
without  hanging  up. 

So  look  for  the 
AT&T  Card  Caller 
at  major  airports  ^^^ 

and  hotels.  And  see 
for  yourself  why 
it's  the  best  way  to 
call  anywhere. 


AT&T 
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Hie  HometessAn 


They're  not  unemployed.  They  have 
jobs.They're  not  poor.They  make  decent 
money  They  just  don't  make  enough. 

They're  America's  middle  class,  the 
victims  of  the  Affordability  Gap. 

The  gap  between  what  they  make 
and  what  it  takes  to  buy  a  home. 

And,at  the  rate  the  gap  is  widening, 
America  could  well  become  a  nation  of 
renters  in  the  next  decade. 

But  we're  working  to  see  that  it 
doesn't  happen. 

At  F&nnie  Mae,  we  buy  billions  of 
dollars  worth  of  mortgage  loans  from 
lenders.Fbr  years,we've  bought  fixed  rate 
mortgages,  but  high  interest  rates  can 
put  this  type  of  mortgage  outof  reach  for 
the  average  American. 

So,  to  help  more  people  qualify  for 
homeownership, we've  championed 
Adjustable  Rate  Mortgages  (ARMs).  And, 
to  see  that  ARMs  don't  produce'payment 
shock'later  on,we've  introduced  caps" 
on  rates  and  payments. 

Tb  give  homebuyers  more  options, 
we've  taken  the  lead  in  buying  loans  on 
condominiums  and  co-ops. 

And  wellkeep  on  working  to  develop 
new  ways  to  close  the  Affordability  Gap 
for  millions  of  Americans. 

AfteralLthat'sourjob. 

F^nnieMae.Where  America  gets  the 
big  ideas  in  home  finance. 


^^  FannielVlae 
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Fly  now  as  the  crow  flies/; 


Your 
Jetstr 
Executive  Shuttle^ 


Fly  now  point  to  point. 

The  Jetstream  31  saves  your  busiest 

managers  from  unproductive  ground  trans' 

portation  and  big  airport  delays.  Puts  them  on 

the  spot  faster  for  plant  inspections,  and  face-to-face 

customer  or  supplier  meetings. 

This  big,  rugged  turboprop  has  real  walkaround  headroom. 

A  dozen  executives  are  able  to  work  in  a  cabin  built  for  19. 

Quiet,  comfortable,  pressurized,  cost-effective— the 

Jetstream  31  is  airline-proven. 

For  more  information,  call  British  Aerospace  corporate 

turboprop  sales,  703/435-9100. 


BFT/T/SH  AEROSFACE 

British  Aerospace,  Inc.  Offices  in  North  America: 

Washington,  DC  •  Wilmington,  DE  •  New  York  •  Chicago 

Houston  •  Los  Angeles  •  Montreal  •  Mexico  City 


Traders  in  world  markets 
for  over  a  century 


Market  Access 

through 

Countertrade 

Metallgesellschaft  Services  Inc.  - 
Leaders  in  countertrade  and  barter  services 
for  corporations  and  governments 
around  the  world 


METALLGESELLSCHAFT  SERVICES  CMC  REGIONAL  HEADQUARTERS: 
New  York:  520,  Madison  Avenue,  NY  10022,  Telephone  (212)  715-5210 
London:  Three  Quays,  Tower  H01,  London  EC3R  6DS,  TeL  (1)  626-4221 
Hongkong:  2901  Edinburgh  Tower,  The  Landmark.  Telephone  (5)  213  631 

MEMBER  OF  THE  METALLGESELLSCHAFT  GROUP 
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sion  broadcasters,  whereas  MTV  has 
always  been  strictly  a  cable  television 
station. 

But  MTV  has  locked  Discovery  out 
of  some  of  the  very  video  clips  it 
needs  to  be  competitive  because  these 
clips  are  not  available  to  any  other 
round-the-clock  music  video  televi- 
sion station  before  MTV  takes  first 
crack  at  them.  For  those  clips  it 
chooses,  MTV  has  that  exclusivity. 

Are  there  broader  implications? 
Bennett  believes  there  are:  "It  has  ef- 
fects on  the  artists  who  are  foreclosed 
from  getting  exposure  on  other  com- 
peting networks;  on  cable  operators 
who  are  foreclosed  from  being  able  to 
carry  a  specific  programming  net- 
work; and  on  other  competing  compa- 
nies like  Discovery." 

Then  there's  teenage  America.  Says 


MTV  has  locked  Discovery 
out  of  some  of  the  very 
video  clips  it  needs  to  be 
competitive  because  these 
clips  are  not  available  to 
any  other  round-the-clock 
music  video  station  before 
MTV  takes  first  crack  at 
them.  For  clips  it  chooses, 
MTV  has  exclusivity. 


Tyler:  "I  don't  like  one  company  tell 
ing  my  children  what  they  are  goin£ 
to  listen  to  and  watch.  I  think  that's 
dangerous."  It's  obviously  a  self-serv- 
ing argument,  but  an  argument  thai 
may  be  troublesome  all  the  same. 

Discovery  has  some  sympathetic 
bystanders,  notably  competitor  Tec 
Turner,  who  recently  began  airing  hi: 
new  Cable  Music  Channel.  Turne; 
says  he  deplores  the  violence  ano 
kinky  sexuality  in  a  lot  of  MTV  vid 
eos,  and,  he  says,  he's  not  alone  i: 
that  view. 

MTV,  meanwhile,  dismisses  Dis 
covery's  action  as  being  "totall 
without  merit,"  maintaining  that  ex 
elusive  agreements  are  common  in' 
show  business.  "Exclusivity  is  absc 
lutely  a  part  of  the  television  induji 
try,"  says  Robert  Pittman,  chief  e> 
ecutive  officer  of  MTV. 

But  not,  of  course,  in  radio,  wher 
no  disk  jockey  in  his  wildest  dream 
would  hope  to  get  an  exclusive  of  M 
chael  Jackson's  Thriller  album.  If  MT 
is  the  new  disk  jockey  medium,  the 
perhaps  radio  contracts  offer  close 
legal  precedent  than  existing  telev 
sion  contracts. 
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Available 
buildings) 

All  the  answers, 

One  phone  call. 

One  phone  call,  to  us,  is  all  you  need  to  find  a  new 
building  for  your  company.  Our  experts  know  all  about 
the  available  buildings  in  portions  of  Ohio,  Indiana, 
Michigan,  Virginia,  West  Virginia,  Kentucky  and  Ten- 
nessee. Suitable  buildings.  Vacant  and  for  lease,  or  for 
sale.  And  our  knowledge  of  the  region  is  yours,  free, 
just  for  the  asking. 

We're  American  Electric  Power.  Our  service  area 
contains  over  3000  communities,  from  hard-working 
hamlets  to  major  metropolitan  areas.  All  of  them 
rich  in  talent  and  resources.  We  can  tell  you  just 
about  anything  you  need  to  know  to  make  your 


(614)223-2720 
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decision:  transportation,  taxes,  labor,  community 
services,  you  name  it. 

We're  not  real  estate  brokers.  Our  only  interest  in 
real  estate  is  helping  you  out.  We're  interested  in  sup- 
plying you  with  electricity.  At  rates  below  the  national 
average.  AEP  generates  more  kilowatthours  of  elec- 
tricity than  any  other  investor-owned  power  company. 
That  means  you  can  be  assured  of  an  abundant  supply 
of  power  now  and  far  into  the  future. 

Think  about  what  AEP  territory  has  to  offer.  Then 
think  about  your  needs  and  give  Andy  Lowry  a  call. 

(614)  223-2720.  Or  write  him  at  1  Riverside  Plaza, 
Columbus,  Ohio  43215. 

We're  American  Electric  Power. 

We're  also  Appalachian  Power, 
Columbus  and  Southern  Ohio  Electric, 
Indiana  &  Michigan  Electric, 
Kentucky  Power, 

Kingsport  Power, 
Michigan  Power, 
Ohio  Power,  and 
Wheeling  Electric. 
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COMPAQ  is  a  registered  trademark  and  <  XDMPAQ  DESKPRO   is  a  trademark  of  COMPAQ  Computer  Corporation.  IBM  is  a  registered  trademark  of  International  Business  Machines  > 
UNIX   is  a  trademark  of  AT&T  Bell  I. ahs      1981  COMPAQ  Computer  Corporation.  All  rights  reserved. 
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Now  you  don't  have  to  compromise  to 
have  it  all  in  a  personal  computer. 

Pick  the  new  COMPAQ  DESKPRO" 
over  the  IBM"  PC  or  AT  and  you  get  a 
lot  more  computer  for  your  investment. 

One  that  runs  thousands  of  the  most 
popular  programs  right  off  the  shelf— 
at  speeds  two  to  three  times  faster.  One 
with  a  dual-mode  monitor  (amber  or 
green)  to  display  text  and  graphics.  One 
with  exclusives  like  internal  tape  backup 
and  shock-mounted  storage  system. 

Pick  the  COMPAQ  DESKPRO  over 
the  IBM  AT  and  you  get  comparable 
performance  without  sacrificing  any 
PC  or  XT  compatibility. . .  but  for  a  lot 
less  investment. 

And,  of  course,  you  can  start  having  it 
all  with  your  COMPAQ  DESKPRO 
today  It's  available  now. 

In  short,  COMPAQ  DESKPRO  is 
the  only  personal  computer  that  can 
grow  from  a  PC  to  .XT  to  AT  level 
of  functionality— easily,  affordably, 
compatibly 


Configure  it  the  way  you  want:  With 
one  or  two  diskette  drives.  One  or  two 
fixed  disk  drives.  Or  new  options  like 
a  30M-byte  high-performance  fixed  disk, 
high-speed  8087-2  co-processor  and 
internal  tape  backup  for  either  the 
lOM-byte  or  30M-byte  fixed  disk. 

UNIX-based  operating  systems?  We 
run  them  today  PC  DOS  Version  3.0? 
That,  too.  Networking?  Can  do.  Multi- 
users?  No  problem.  Multi-tasking?  Easy. 
Tape  backup?  It's  inside.  High-resolution 
text  and  graphics?  Standard.  Two  speeds? 
Exclusive. 

When  you  pick  the  COMPAQ 
DESKPRO,  you  do  have  it  all— from 
the  company  that  makes  the  best-selling 
portable  business  computer  in  the  world. 
For  a  free  brochure  and  the  location 
of  your  nearest  Authorized  COMPAQ 
Dealer  call  1-800-231-0900,  Operator  2  or 
Telex  795437  COMPAQCOMP  HOU. 
In  Canada,  call  416-449-8741. 


comPAa 


It  simply  works  better. 
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Why  did  Chase  Manhattan  Bank  sue  six  of 
its  own  lending  officers  over  Penn  Square? 


The  best 
defense 


By  Ruth  Simon 


Should  a  bank  sue  its  own  for- 
mer employees  for  negligence  if 
a  loan  has  gone  sour?  "I  cannot 
conceive  of  it  unless  there  were  wild 
circumstances,"  says  Citicorp  CEO 
John  Reed. 

Reed's  competitors  at  Chase  Man- 
hattan have  other  ideas.  Chase  has 
sued  six  former  officers 
for  "negligence  and 
breach  of  duty"  in  con- 
nection with  $146  mil- 
lion in  energy  loans 
Chase  had  to  write  off 
from  Penn  Square  Bank. 

The  case  came  to  light 
when  Lord,  Day  &  Lord, 
a  New  York  City  law 
firm,  was  barred  from 
prosecuting  the  negli- 
gence claims  because  the 
firm  had  handled  the  in- 
ternal investigation  that 
developed  them.  Lord, 
Day  interviewed  55  cur- 
rent and  former  Chase 
employees,  including  the 
six  who  were  later  sued.  "The  defen- 
dants felt  the  investigation  was  a  co- 
operative endeavor,"  says  Charles 
Manuel  Jr.  of  Davis,  Markel,  Dwyer  &. 
Edwards,  lead  defense  counsel  in  the 
case.  "It  was  unfair  for  Lord,  Day  &. 
Lord  to  elicit  confidential  informa- 
tion from  the  defendants  and  then 
turn  around  and  use  it  against  them." 

New  York  State  Supreme  Court 
Judge  Robert  White  agreed,  despite 
the  fact  that  Chase  Chairman  Willard 
Butcher  had  circulated  a  letter  among 
those  interrogated  stating  that  "any 
person  who  is  contacted  may  be  repre- 
sented, if  he  wishes,  by  counsel."  The 


roles  of  investigator  and  counsel  "are 
not  compatible,"  wrote  Judge  White. 
"Lord,  Day  has  obtained  a  potentially 
unfair  advantage." 

Using  outside  counsel  to  investi- 
gate suspected  employee  impropriety 
is  not  unusual,  especially  since  Chase 
was  under  pressure  from  two  multi- 
million-dollar shareholder  derivative 
suits  over  Penn  Square.  What  is  un- 


usual is  that  Chase  decided  to  take 
over  the  cases  and  sue — a  step  em- 
ployers usually  feel  is  not  worth  the 
expense,  the  bad  publicity  and  the 
impact  on  morale.  "It's  highly  unusu- 
al and  questionable,"  says  Dennis 
Block  of  New  York's  Weil,  Gotshall  a 
Manges.  "I  can't  think  of  any  situa- 
tion where  a  bank  or  any  company 
tried  to  collect  from  its  employees  for 
ordinary  negligence."  Usually  when 
employers  sue  their  employees,  it's 
because  of  major  improprieties,  not 
simple  negligence.  Even  firing  an  em- 
ployee for  simple  negligence  can  be 
difficult,  Block  notes. 


Also,  the  implications  for  future 
bank  lending  practice  are  worrying. 
"If  lending  officers  have  to  wonder  if 
they're  going  to  be  second-guessed 
down  the  road  as  prudent  bankers, 
who's  going  to  make  the  loans?"  asks 
Charles  Doyle,  assistant  general 
counsel  for  litigation  at  Citibank.  "A 
lending  officer  has  got  to  take  some 
chances." 

Chase  acknowledges  the  problem. 
"Certainly  there's  a  demoralizing  ef- 
fect," says  Robert  Douglass,  Chase 
executive  vice  president  for  strategic 
planning  and  legal  affairs.  "On  the 
other  hand,  it  may  also  have  a  positive 
impact." 

The  six  defendants  are  covered  by 
directors'  and  officers'  insurance — 
some  $140  million  worth  of  it — from 
AIG,  Home  Insurance  Co.  and  other 
insurers.  Anything  Chase  collects 
will  be  a  return  on  premiums  paid 
out,  a  nice  boost  to  earnings. 

But  the  bank  could  have  accom- 
plished the  same  thing  by  sitting  back 
and  letting  the  shareholders  press 
their  case.  Because  such  suits  are  filed 
on  behalf  of  the  company,  any  award 
goes  to  its  treasury.  Chase,  in  fact, 
took  this  approach  in  the  $250  mil- 
lion Drysdale  Securities 
loss,  its  other  big  loss  of 
1982  and  a  case  legally 
comparable  to  Penn 
Square.  Indeed,  it's  usu- 
ally an  easier  way  to  re- 
cover from  accountants 
and  other  parties,  which 
Chase's  insurers  would 
surely  prefer. 

So  why  did  Chase  take 
direct  action?  A  likely 
possibility:  "By  taking 
over  the  case  you  can 
control  the  suit,"  says 
Roger  Barrett  of  Chica- 
go's Mayer,  Brown  & 
Piatt,  the  law  firm  for 
Continental  Illinois.  "If 
you  decide  to  settle  it,  you  can  settle 
it.  If  you  decide  not  to  settle,  you 
don't  have  to.  If  it's  done  on  behalf  of  a 
shareholder,  a  lawyer  who's  not  your 
own  lawyer1  really,  who's  hostile  to 
you,  is  controlling  that." 

Another  reason  Chase  may  want 
control  of  the  suit:  "It  gives  the  corpo- 
ration defenses — We  didn't  do  it,  he 
did,"  says  former  SEC  General  Coun- 
sel Harvey  Pitt.  "They  have  control 
over  what  testimony  gets  picked  up. 
These  are  all  valuable  kinds  of 
things."  A  hostile  outside  attorney 
might  raise  some  uncomfortable 
questions — about  top  management.  ■ 
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"WHO  REALL 
ABOUT  MY  FINANCIAL 
SECURITY,  ANYWAY? 


"Anyone  offering  profess! 
about  my  financial  future  had 
prepared  to  live  with  it. 

"Because  thafs  exactly  what 
asking  me  to  do. 

"Before  I  make  that  kind  of  d 
ment,  I  want  an  advisor  to  show 
same  kind  of  credentials  as  my 
attorney — professional  education,  exp 
rience  and  ethics." 

In  the  field  of  financial  security,  t 
means  a  Chartered  Life  Underwriter 
(CLU)  or  Chartered  Financial  Consul- 
tant (ChFC)  with  membership  in  the 
American  Society  of  CLU. 

Their  advanced  education  is  earned 
from  an  accredited  college,  and  no 
financial  designation  serving  the  public 
requires  more  courses. 

They  must  meet  an  experience 
requirement,  too.  Because  financial 
security  is  not  just  an  academic  issue. 

And  like  all  true  professions,  strin- 
gent proof  of  spotless  ethics  is 
mandatory. 

To  maintain  their  high  level  of  pro- 
fessionalism, CLUs  and  ChFCs  turn  to 
the  American  Society  of  CLU — the 
largest  body  of  financial  planners  in 
the  U.S. 

Society  members  honor  their  ethical 
code  as  if  their  professional  lives 
depended  on  it.  Because  they  do. 

And  they  keep  their  knowledge  fresh 
with  continuing  study.  Because  a  finan- 
cial advisor  who  doesn't  keep  up  with 
the  present  can't  anticipate  the  future. 

To  make  the  most  of  your  financial^ 
future,  talk  with  a  CLU  or  ChFC.  Or' 
contact  the  American  Society  of  CLUj 
270  Bryn  Mawr  Avenue,  Bryn  Mawr/ 
PA  19010. 


American 
Society  of 
CLU 


.= 
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"Control  an  observatory  in  Haw 


GTE,  One  Stamford  Forum,  Stamford,  Conn.  06904 


rough  a  computer  in  Scotland?  GEEF 


(No,  GTE!) 


High  atop  Hawaii's  Mauna  Kea  lies  one 
of  the  world's  premier  spots  for  astronomi- 
cal observation. 

And  at  the  Royal  Observatory  in  Edin- 
burgh, Scotland,  lies  one  of  the  world's 
premier  centers  for  astronomical  study. 

The  problem  is,  they're  7,500  miles  apart 

The  solution:  a  GTE  Telenet  computer 
link  that  enables  the  scientists  in  Scotland 
to  control  the  telescope  in  Hawaii  (through 
GTE's  Hawaiian  Telephone  Company)  and 
retrieve  the  data  in  seconds. 


This  results  in  several  advantages  to 
Edinburgh's  Royal  Observatory.  For  one 
thing,  there  are  substantial  savings  in  travel 
costs  and  time.  Also,  nighttime  operations 
in  Hawaii  can  be  conducted  during  normal 
working  hours  in  Scotland.  And  computer 
remote  control  allows  the  telescope  to  be 
used  during  unexpected,  unusual  weather 
conditions  that  are  particularly  suited  to 
certain  types  of  observations. 

A  lot  of  companies  promise  the  moon 
and  the  stars.  We  deliver. 


Numbers  Game 


Would  American  banks  be  sounder  if  the  public  knew  less  about 
their  finances?  Could  be,  since  they  dont  know  much  as  it  is. 


Should  banks 
tell  all? 


By  Jane  Sasseen 


BANKS  SHOULD  BE  ALLOWED  tO 
have  hidden  reserves,"  says 
Reinhard  Goerdeler,  a  promi- 
nent German  accountant.  Hidden? 
How  un-American.  But  Goerdeler 
presses  his  view.  "German  banks  are 
allowed  such  reserves, 
and  they  are  safer  and  bet- 
ter equipped  to  take  risks 
than  they  would  be  if  they 
didn't  have  them."  Be- 
cause the  public  doesn't 
know  about  the  reserves, 
there  is  no  embarrass- 
ment to  the  bank,  no 
questions  raised  about 
them.  The  reserves  are  set 
up  quietly.  When  needed, 
they  are  quietly  debited. 

Most  of  continental  Eu- 
rope allows  banks,  and 
certain  other  financial  in- 
stitutions as  well,  to  keep 
special  loss  provisions  off 
the  books,  or  to  stockpile 
hidden  cash.  "The  re- 
serves build  confidence," 
says  Goerdeler.  "They 
protect  against  bankrupt- 
cy and  insure  that  banks 
can  cover  their  losses." 

A  few  U.S.  bankers 
agree  with  Goerdeler. 
Says  Charles  Zwick,  chairman  of  Mi- 
ami's Southeast  Banking  Corp.:  "The 
unwillingness  of  bank  regulators  to 
allow  general  reserves  is  an  unwill- 
ingness to  recognize  that  there's  more 
uncertainty  in  our  business  than  in 
others." 

But  Zwick  doesn't  have  much  com- 
pany here.  In  fact,  the  U.S.  is  one  of 
the  few  countries  that  forbids  hidden 


reserves.  But  then  the  U.S.  is  an  ex- 
traordinarily open  society.  John  Dow- 
ney, the  chief  national  bank  examiner 
for  the  Comptroller  of  the  Currency, 
says,  "In  the  end,  all  you've  done  is 
fooled  people.  You  may  build  confi- 
dence by  avoiding  problems  publicly, 
but  that's  offset  by  uncertainty  in  the 


(III-  r  Shckm 


financial  statements." 

"In  the  long  run  you're  just  worse 
off  with  hidden  reserves,"  says  Kylius 
Jones  of  Arthur  Young.  "It  under- 
mines the  accountability  of  banks. 
How  does  that  build  confidence?"  Da- 
vid Cates,  a  New  York  bank  consul- 
tant, says  it  is  better  that  the  losses  be 
out  in  the  open  in  order  to  give  inves- 
tors an  accurate  sense  of  the  bank's 


condition  and  occasionally  to  expose 
poor  management. 

Other  experts  agree,  and  they're  not 
necessarily  all  Americans.  "European 
banks  are  fiddling  with  their  books," 
says  Peter  Mantle,  of  the  London- 
based  International  Accounting  Bulle- 
tin "The  concept  of  reserves  makes 
their  annuals  absolutely 
worthless.  They're  a  pack 
of  lies." 

Underlying  the  argu- 
ment is  a  fundamental  dif- 
ference between  U.S.  and 
West  German  accounting 
and  regulatory  philos- 
ophy. There  is  not  the 
same  race  for  quarterly 
earnings  gains  in  Ger- 
many. In  a  good  year, 
therefore,  bankers  rou- 
tinely report  lower  earn- 
ings than  they  could  oth- 
erwise show.  They  put 
something  away  for  a 
rainy  day.  It's  a  long-term 
approach  to  business,  and 
it's  more  than  a  little  for- 
eign to  the  American 
character.  "Reserves 

should  be  built  based  on 
economic  events,  not  just 
because  the  bank  had  a 
Vv  good  year,"  says  Zane 
Blackburn,  director  of  the 
division  of  bank  accounting  at  the 
Comptroller  of  the  Currency. 

Goerdeler  concedes  that  European- 
style  reserve  accounting  makes  it  dif- 
ficult for  investors  to  judge  manage- 
ment. But  he  argues  that  the  sound- 
ness of  the  banks  may  be  more 
important  than  investors'  ability  to 
move  in  and  out  of  bank  stocks  read- 
ily. Goerdeler  is  chairman  of  Klynveld 
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There  are  over  225  international  banks  in  New  York.    Arab   But  only  UBAF  Arab  American  Bank  is  owned  by  every  Arab  country,  together  with  leading  American  institutions. 

UBAF^VmeriCan  Bank     345  Park  Avenue,  New  York,  N.Y.  10154.  Tel:  (212)  223-1500. 

Only  one  worldwide  banking  group 
is  owned  by  every  Arab  country. 


Al  Ubaf  BankingGroup  is  unique. 

We  are  the  only  international 
Banking  Group  where  all  twenty  two 
Arab  countries  have  a  shareholding, 
together  with  leading  international 
institutions.  The  Group's  member 
banks  are  located  in  each  of  the  world's 
financial  centers. 

In  New  York,  the  Group  member 
is  UBAF  Arab  American  Bank,  incor- 
porated under  the  laws  of  New  York 
State,  with  the  joint  participation  of 
four  major  American  banks. 

UBAF  Arab  American  Bank  offers 
its  clients  a  comprehensive  range  of 
services   -  Wholesale  Corporate 


Banking,  Project  Finance,  Trade 
Finance,  Correspondent  Banking  and 
Treasury  Dealings. 

We  focus  on  servicing  business 
trade  and  finance  between  the  Arab 
world  and  the  United  States,  and  our 
high  professionalism  is  backed  up  by 
the  latest  technology. 

As  the  only  worldwide  Banking 
Group  owned  by  every  Arab  country, 
we  offer  more  on-site  expertise. 
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BAHRAIN  AL  UBAF  Arab  International  Bank  EC  HONG  KONG  UBAN  International  Limited.  LONDON  UBAF  Bank  Limited.  UBAF  Finance  Company 

Limited.  LUXEMBOURG  UBAE  Arab  German  Bank  S.A.  Branch  in  Frankfurt  am  Main.  NEW  YORK  UBAF  Arab  American  Bank.  Branch  in  Cayman  Islands. 

PARIS  Union  de  Banques  Arabes  et  Francaises  -  U.B.A.F.  Branches  in  Bahrain,  Seoul,  Singapore, Tokyo.  ROME  UBAE  Arab  Italian  Bank  S.p.A.  Representative 

Office  in  Milan.  BEIRUT  Croup  Representative  Office.  CAIRO  Croup  Representative  Office. 
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Risks  M 


No  matter  what  business  you're  in,  from  banking  to  satellite  communications, 
from  petroleum  to  wind  farms,  from  medicine  to  robotics,  the  computer  chip  is 
unavoidably  a  basic  part  of  how  you  do  business.  And  if  you  do  business. 

In  the  greatly  magnified  chip  shown  here,  error  is  easy  to  spot.  Potential 
risk  is  not. 

How,  for  example,  does  an  insurance  company  identify  and  analyze  the 
infinite  risks  associated  with  technological  developments  like  this  over  the  course 
of  years  to  come? 

How  do  you  insure  the  billions  of  microscopic  chips  that  help  fly  airplanes, 
power  pacemakers,  manage  assembly  lines,  transfer  bank  deposits  and  perform 
a  thousand  other  vital  functions  every  day? 

At  AIG  it  is  our  business  to  understand  the  miracles  as  well  as  the  dangers 
inherent  in  trusting  the  nation's  economy  to  the  ubiquitous  microchip. 

That's  why  our  engineers  and  underwriters  are  among  the  industry's  most 
experienced  in  evaluating  the  newest  and  most  complex  challenges  High  Tech 
companies  can  offer. 

After  all,  if  business  is  going  to  move  forward,  we  have  to  be  ready  to 
underwrite  the  necessary  risks.  The  High  Tech  revolution  won't  stop  just  because  we 
don't  know  what  dangers  it  may  bring. 

For  over  60  years  the  AIG  Companies  have  been  helping  to  protect  investments 
which  have  built  the  future.  We  know  that  if  business  is  to  take  advantage  of  what 
science  discovers,  we  have  to  be  ready  to  assume  the  necessary  risks. 

Our  experience  in  over  a  thousand  different  fields  has  made  us  one  of  the  most 
successful  and  innovative  international  insurance  organizations  in  the  world.  Today, 
this  not  only  means  looking  to  the  future,  but  knowing  how  to  assure  your  place 


in  that  future. 


QnceAgain 

THeanswerIsAIG. 

THE  AIG  COMPANIES:  A  merican  International  Underwriters,  American  Home  AssuranceCo. ,  Commerce  and  Industry  InsuranceCo., 

National  Union  Fire  Insurance  Company  of  Pittsburgh,  Pa.,  American  International  Life  Assurance  Co.,  North  American  Managers, 

New  Hampshire  Insurance  Co  and  over  230  other  companies  operating  around  the  world  to  meet  your  insurance  needs 


teHiGHTta 

jRcture? 


RARE!  RARE!  RARE! 

ONLY  ONE  PERSON  OUT  OF  TEN 

THOUSAND  IN  THIS  COUNTRY  WILL 

BE  ABLE  TO  OWN  THIS  COIN! 


1984  $10  West  Point  Proof 
1984  S10  West  Point  Uncirculated 
1984  $10  Philadelphia  Proof 
1984  S10  Denver  Proof 
1984  $10  San  Francisco  Proof 


According  to  our  studies,  we  estimate 
>.  that  the  final  mintage  of  the  Denver 
1  minted  Olympic  $10  Gold  Eagle  will 
'  not  exceed  22,000  coins. 

Maximum  Legal         MTB's  Mintage 
Mintage  Estimate 

1,360,000  700,000 

190,000  100,000 

150,000  22,000 

150,000  22,000 

150,000  30,000 


When  one  considers  the  mintage  of  other  U.S.  coins,  the  immediate  scarcity  of  these  Olympic  $10  Gold 
Eagles  becomes  apparent.  For  example  the  1942  Proof  Set  consisting  of  the  penny,  nickel,  dime,  quarter, 
and  half-dollar  produced  by  the  U.S.  Treasury  had  a  mintage  of  21 , 1 20  sets.  Today,  the  market  value  of  this 
set  is  approximately  $1,200.  It  is  important  to  note  that  just  as  the  1984  Olympic  Eagles  are  intended  for 
collector's  purposes  and  not  general  circulation  so  too  was  the  1942  Proof  Set.  If  we  now  compare  MTB's 
estimated  mintage  of  the  1984  Denver  Olympic  Eagle  with  the  1942  Proof  Set  one  can  only  assume  that  by  a 
strict  mathematical  formula  the  Denver  Olympic  must  appreciate  very  rapidly  in  the  years  to  come,  since  the 
1942  Proof  Set  has  appreciated  approximately  600  times  it's  original  value  (the  original  issue  set  sold  for 
$2.04  in  1942).  The  price  histories  of  U.S.  coins  show  that  values  can  be  precisely  equated  to  the  number  of 
pieces  minted  in  any  given  year.  The  lower  the  mintage,  the  higher  the  market  value. 

We  feel  that  this  special  set  of  circumstances  has  created  an  unusual  opportunity  for  the 
collector/investor  having  the  foresight  to  purchase  these  coins  during  1984.  Remember,  the  U.S.  Mint 
will  stop  production  of  the  Olympic  Eagles  at  the  end  of  this  year  and  they  will  stop  taking  orders  on  these 
coins  January  18. 1985   After  this  date  any  unsold  coins  will  be  destroyed. 

Make  your  order  now  on  any  of  these  Olympic  Gold  Eagles  from 
MTB,  authorized  by  the  U.S.  Treasury  as  a  primary  distributor  of  the 
Olympic  Gold  Eagle  Series,  and  receive 

FREE  !  a  ONE  OUNCE  MTB  SILVER  LIBERTY™  BAR  (999 
fine  oz  silver)  FOR  EVERY  $10  OLYMPIC  GOLD  EAGLE  that  you 
purchase.  CQ£/1   i\i\ 

\?OU4.UU  delivered 
(your  choice  of  mint  mark). 


SE 1-800-535-7481 


MbTdB 


TO  MAKE  ORDER 
CALL  TOLL 

The  Olympic  Eagle  contains  4838  fine  02  of  gold  and  is  delivered  in  it's  own  ongional  mint  sealed 
Treasury  presentation  case 

The  MTB  Liberty  silver  bar  contains  ONE  ounce  of  999  fine  silver  and  is  delivered  in  it's  own  plush 
velvet  presentation  case,  with  individually  numbered  certificate  We  reserve  the  right  to  withdraw 
this  offer  at  any  time 

Manfra,  Tordella  &  Brookes,  Inc. 


59  West  49th  Street,  New  York.  N  Y.  10020 


(212)621-9502 


Licensed  by  the  N  Y  State  Banking  Department  under  Banking  Law  Article  Xlll/B         848 


For  more  than  one  quarter  of  a  century,  one  of  the  Nation's  largest  and  most  dependable 
dealers  in  rare  coins,  bullion  coins,  bullion  and  foreign  currency. 
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Main  Goerdeler,  whose  U.S.  arm, 
KMG/Main  Hurdman,  is  the  ninth- 
largest  accounting  firm  in  this  coun- 
try. He  is  respected  both  here  and  in 
Europe.  In  arguing  that  secrecy  has  a 
place  in  banking,  he  raises  a  valid 
point.  Here,  we  place  our  faith  in  full 
disclosure,  but  is  that  something  of  a 
phantom,  too?  Did  the  reported  num- 
bers give  warning  that  Continental 
Illinois  was  about  to  go  under? 

Says  one  U.S.  banker,  "We've  got  a 
lot  of  pseudo-confidence  that  we 
know  what's  going  on  in  our  banks 
because  of  disclosure.  But  Continen- 
tal was  winning  kudos  as  the  best- 
managed  bank  in  the  country  almost 
until  its  problems  hit  us  in  the  face." 
Forbes  doubts  whether  European- 
style  secrecy  would  be  acceptable  in 
the  U.S.,  but  Goerdeler's  words  re- 
mind us  that  disclosure  has  its  limits. 
Put  another  way:  Knowledge  is  not 
the  same  thing  as  wisdom. 

Grin 
and  bare  it 

Georgetown  University  law  profes- 
sor Roy  Schotland,  a  vocal  critic 
of  corporate  accounting,  has  created 
the  Godiva  Award.  It  usually  goes  to 
the  state  pension  fund  that  bares  all — 
or  most — of  the  details  about  the 
fund's  assets.  This  year,  for  the  first 
time,  the  prize  has  gone  to  a  company, 
Owens-Illinois,  the  $3.4  billion  pack- 
aging outfit. 

"From  the  Owens-Illinois  presenta- 
tion, above  and  beyond  what  the  Fi- 
nancial Accounting  Standards  Board 
requires,  you  can  figure  out  whether 
the  company  pays  attention  to  how 
well  the  pension  fund  is  being  run," 
says  Schotland. 

A  look  at  the  company's  annual  re- 
port does,  indeed,  reveal  a  great  deal  of 
information  that  you  normally  could 
not  pry  out  of  most  other  firms.  The 
company  lists  its  payments  into  the 
fund,  the  fund's  income,  the  benefits 
paid  and  the  market  value  of  its  hold- 
ings. It  also  lists  the  categories  of 
those  holdings,  which  include  govern- 
ment securities,  bonds,  common 
stock  and  real  estate. 

Even  Owens-Illinois  doesn't  dis- 
close as  much  as  Schotland  would 
like.  The  figure  the  firm  gives  for  its 
pension  liability  is  too  low,  he  says, 
because  it  does  not  calculate  the  ex- 
pected benefits  that  future  salary  in- 
creases will  produce.  But  it's  a  good 
first  step,  and  certainly  puts  O-I  head 
and  shoulders  above  most  other 
firms. — Jinny  St.  Goar 
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Announcing  the  last 
Olympic  closing  ceremony. 


ie  United  States  Treasury  would 
<e  to  offer  all  Americans  a  final 
pportunity  to  purchase  one  of  the 
tost  historic  commemorative 
oin  issues  in  history— Olympic 
ommemorative  Coins.  Orders 
ir  these  coins  postmarked  later 
tan  January  18, 1985,  will  be 
(turned.  After  that  date  the 
lympic  Commemorative  silver 
ollars  and  Ten  Dollar  Gold 
agles,  like  the  cheers  from  Los 
ngeles  that  echoed  around 
ie  world,  will  become  history. 

ever  before  in  our  history  have  silver 
id  gold  coins  been  created  with  such 
nique  attributes,  beauty  and  scarcity. 


lis  is  the  ideal  Olympic  coin  speci- 
en  set,  with  a  representative  proof 
mple  of  all  coin  designs:  the  1983S 
scus  Thrower  silver  dollar;  the 
!84S  Coliseum  silver  dollar;  and  the 
i84W  Gold  Eagle.  The  dollars  are 
it  clad  coins,  but  classic  cartwheel 
ver  dollars  made  from  .900  fine 
ver.  The  Olympic  Gold  Eagle  is  90% 
ild  bullion. 


lie  uncirculated  1983P  Discus 
irower  and  1984P  Coliseum  silver 
•liars  are  the  least  expensive  U.S. 
ympic  coins.  A  prized  possession 
anks  to  their  low  mintage  and  their 
itoric  importance. 


ie  1983S  and  1984S  Proof  silver 
>llars  are  the  first  U.S.  silver  dollars 
eated  to  commemorate  the 


Olympics.  These  90%  silver  coins  are 
minted  using  a  hand-fed  process 
that  produces  coins  with  special  depth 
and  beauty.  They  may  be  purchased 
separately  or  in  a  two-coin  set. 


lars.  The  1984  Collector's  Set  contains 
the  1984P,  S&D  uncirculated  silver 
dollars.  While  the  uncirculated  '83P 
and  '84 P  silver  dollars  may  be  pur- 
chased individually.  The  coins  struck  in 
Denver  and  San  Francisco  are  avail- 
able only  in  three-coin  Collector  sets. 
The  sharply  limited  mintage  of  these 
1983  and  1984  S  and  D  coins  ensures 
that  these  sets  will  be  among  the 
most  rare  and  desirable  of  all  the  U.S. 
Olympic  coins. 


The  Olympic  Gold  Eagles  meet  all  the 
criteria  associated  with  fine  collec- 
tibles. They  are  the  first  U.S.  gold  coins 
issued  since  1932.  The  first  to  com- 
memorate a  U.S.  Olympics.  The  "W" 
West  Point  mint  mark  is  the  first  new 
mint  mark  in  over  130  years.  Note  the 
limited  maximum  issue  (150,000  each) 
of  the  proof  coins  struck  at  the  Phila- 
delphia (P),  San  Francisco  (S)  and 
Denver  (D)  mint  facilities.  The  "W"  un- 
circulated Gold  Eagle  is  also  a 
limited  issue  (190,000). 


The  1983  Collector's  Set  contains  the 
1983P,  S&D  uncirculated  silver  dol- 


The  Six-Coin  Olympic  Collector's  Set 
contains  both  the  uncirculated  and 
proof  silver  and  gold  '83  and  84  coins. 
Availability  of  the  collection  is  limited 
because  it  contains  the  1984W  un- 
circulated, Gold  Eagle.  It  is  the  first  and 
only  uncirculated  Gold  coin  to  bear 
the  "W"  mint  mark,  and  its  mintage  is 
limited  to  only  190,000.  The  set  is 
elegantly  packaged  in  a  cherry  wood 
display  case. 


MAIL  ORDERS  TO:  THE  UNITED  STATES  MINT,  P.O.  BOX  6766, 
SAN  FRANCISCO,  CA  94101 


MB0041203H1B 


QUAN. 

OPTION 

ITEM 

EACH 

TOTAL 
PRICE 

3 

Three-Coin  Proof  Set 

$416  00 

6 

1983  Collector's  Set 

89  00 

11 

1984  Collector's  Set 

8900 

8 

1983P  Uncirc.  Silver  Dollar 

2800 

9 

1984P  Uncirc  Silver  Dollar 

28  00 

1 

1983S  Silver  Proof 

32.00 

10 

1984S  Silver  Proof 

32  00 

2 

1983S&1984S  Silver  Proof  Set 

64  00 

16 

1984W  Proof  Gold  Eagle 

352.00 

QUAN 

OPTION 

ITEM 

EACH 

TOTAL 
PRICE 

17 

1984P  Proof  Gold  Eagle 

$352  00 

18 

1984S  Proof  Gold  Eagle 

35200 

19 

1984D  Proof  Gold  Eagle 

35200 

20 

1984W  Uncirc.  Gold  Eagle 

339  00 

12 

Six-Coin  Collector's  Set 

850  00 

5 

Six-Coin  Cherry  Display  Case 

40.00 

TOTAL 

Shipping  &  Handling 

$2  00 

GRAND  TOTAL 

VERY  IMPORTANT-PLEASE  READ:  Yes,  please 
accept  my  order  for  Olympic  coms  I  understand  All 
sales  are  final  and  not  subject  to  refund,  and  verifi- 
cation of  my  order  will  be  made  by  the  Department 
of  the  Treasury,  The  United  States  Mint  My  coins  will 
be  delivered  registered  mail  and  may  be  in  multiple 
shipments  My  order  placed  by  credit  card  will  be 
charged  immediately  to  my  account  and  may  result 
in  finance  charges  or  other  fees  prior  to  delivery  of 
coins  I  understand  orders  will  be  processed  as  they 
are  received,  and  if  bullion  prices  rise  significantly, 
the  Mint  has  the  right  to  discontinue  order  accept- 
ance Once  my  order  is  accepted,  however,  it  will  not 
be  cancelled  for  that  reason  I  have  read,  understand 
and  agree  to  the  above 


Method  of  payment  D  Check  G  Money  Order  GVISA  G  MasterCard 

Exp  Oate 

1                                                 ill 

Account  No 

r,ty                                                                                                  qtatP                                   7>p 

SUPPORT  THE  HOME  TEAM. 


'  L  A  Olympic  Organizing  Committee 


.How  6  to  8  weeks  for  delivery.  PS&D  Gold  Eagles  will  be  shipped  through  February  1985.  To  place  a  credit  card  order  call  toll  Iree  your  nearest  Official  Olympic  Coin  Distributor: 
andaAmerica  Corp.  (CA)  1-800-472-6327  •  Numismatics  Ltd.  (CA)  1-800-421-0678  •  Manfra  Tordella  &  Brookes  Inc.  (NY)  1-800-223-5818  •  Paramount  Corp.  (FL)  1-800-327-9853. 
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Which  of  these  19  differen 
copiers  is  right  for  you? 


XEROX 


Before  we  help  you  answer  that  ques- 
ion,  we'd  like  to  point  out  that  your 
yes  are  not  deceiving  you.  There  are 
)nly  2  copiers  pictured  here. 

However,  these  are  mid-sized 
Marathon  Copiers  from  Xerox.  The 
048  and  1055  respectively.  And  both 
lave  the  uncanny  ability  to  adapt  to  19 
tifferent  configurations. 

So  now  you  can  sit  down  with  a 
earn  Xerox  representative,  review  your 
pecific  needs,  and  custom  design  a 
opier  that's  just  right  for  you. 
xerox  ^  For  instance,  if  you 

Mil  need  two-sided  copies 
I  of  both  two-sided  and 
marathon     }  one-sided  originals, 
;ie  Xerox  1048  is  for  you. 

You  can  choose  from  12  possible  con- 
jurations, including  a  recirculating 
ocument  handler,  that  lets  you  drop  in 
i  stack  of  up  to  40  originals,  program 
ie  job  and  move  on  to  something  else. 

Or  you  can  choose  a  semi-automatic 
ocument  handler  that  lets  you  stream- 
ed originals. 

If  you  need  stapled  copies,  you  can 
"sign  your  1048  with  a  finisher,  that 
i  itomatically  staples. 

And  if  you  work  with  computer 
rrintouts  or  accounting  sheets  there's 
h  optional  automatic  reduction  fea- 

ire.  Which  allows  you  to  reduce  large 
aginals  to  %W[  x  11"  copies.  At  either 
'%  or  63%  of  your  original. 

What  if  you  need  professional- 


looking  oversized  reproductions? 
xerox     *j      Then  the  Xerox 

Ifl'Vl  • " 1055  is  right  for  you' 
lllllll        It  can  reduce  or 

fmmm  _j  enlarge  originals  from 

65%  to  141%.  At  1%  increments. 

And  with  the  optional  15  bin  sorter/ 
stacker  11  x  17  copies  can  be  folded 
automatically  to  SVi  x  11.  Which  means 
over-sized  documents  can  be  folded  in 
sequence  with  normal  sized  originals. 

There's  even  an  automatic  duplexing 
option  so  you  can  make  two-sided 
copies  from  one-sided  originals. 

In  total,  the  1055  offers  you  7  differ- 
ent configurations. 

And  both  of  these  mid-sized 

Marathons  are  part 
of  Team  Xerox,  a 


TeamXerox 


wide  array  of  products,  people  and 
services  to  make  sure  you  have  all  the 
professional  help  behind  you  to  make 
your  work  easier. 

To  find  out  more  about  these  19  dif- 
ferent copiers,  and  what  Team  Xerox 
can  do  for  you,  simply  fill  out  the  cou- 
pon below  or  call  your  Team  Xerox 
representative. 


For  more  information,  call  800-833-2323,  ext.  617,  or  your  local  Xerox  office,  or 
mail  in  this  coupon:  Xerox  Corp.,  Box  24.  Rochester.  New  York  14692. 
□  Please  have  a  sales  representative  contact  me. 
D  Please  send  me  more  information. 


NAME 

TITLE 

COMPANY 

ADDRESS 

CITY 

STATE 
617 


ZIP 


I 'HUM 


152-12-3-84 


XEROX®,  1055  and  1048  are  trademarks  of  XEROX  CORPORATION. 


Technology 


By  Franceses  Lunzer 


Edited  by  Stephen  Kindel 


Quality  control  has  always  been  viewed  as 
a  problem  of  managing.  But  when  man- 
agement is  the  problem,  technology  is  the 
only  real  solution. 

Does  your  car 
have  a  fan  belt? 


Quality  control  guru  W.  Edwards  Denting 
Thirty  years  of  the  wrong  solution? 


A  man  we  know  picked  up  a  new 
car,  American-made,  only  to 
i  find  that  the  air  conditioner 
didn't  work.  Rather  than  hassle  with 
the  dealer,  he  drove  it  to  a  garage  he 
had  come  to  trust  over  the  years.  The 
mechanic  discovered  that  the  car 
didn't  have  a  fan  belt,  leaving  both  the 
owner  and  the  mechanic  shaking 
their  heads  at  the  poor  inspection  the 
car  had  gotten  at  the  assembly  plant. 

They  were  clucking  over  the  wrong 
thing,  of  course.  Inspection  should 
have  caught  up  with  the  problem.  But 
why  was  the  belt  missing  in  the  first 
place?  The  answer  is  that,  like  many 
American-made  products,  the  car  was 
put  together  with  the  expectation 
that  flaws  would  creep  into  its  manu- 
facture and  that  either  they  would  be 
caught  at  the  testing  stage  or  the  con- 
sumer would  simply  put  up  with  a 
product  that  was  less  than  perfect. 

Yes,  American  manufacturers  have 
learned  something  from  the  on- 
slaught of  high-quality  Japanese  prod- 
ucts that  have  hit  our  shores  over  the 
last  decade.  By  most  estimates  the 
quality  of  American  products  has  im- 
proved. But  manufacturers  apparently 
haven't  learned  enough. 

According  to  Philip  Crosby,  former 
corporate  vice  president  and  director 
of  quality  for  ITT  and  author  of  Qual- 
ity Without  Tears  and  Quality  Is  Free,  too 
many  American  products  do  not  mea- 
sure up  because  manufacturers  still 
don't  place  quality  on  an  equal  footing 
with  controlling  costs  and  keeping 
production  on  schedule.  "Manage- 
ment practice  in  most  companies," 
says  Crosby,  "is  to  put  quality  third." 

Quality  experts  such  as  Crosby,  Jo- 
seph M.  Juran,  W.  Edwards  Deming 
and  Armand  Feigenbaum  have  been 
roaming  the  country  for  over  30  years 
trying  to  make  managements  under- 
stand that  the  only  way  to  produce 
zero-defect  goods  is  to  implement 
quality  at  all  levels,  from  the  supplies 
they  buy  to  the  way  their  employees 
answer  their  phones.  But  it  is  becom- 
ing increasingly  clear  that  changes  in 
management  style,  despite  the  fond- 
est hopes  of  the  quality  gurus,  will 
probably  not  result  in  permanent  im- 
provements, simply  because  there  are 
too  many  human  variables  that  can 
cause  errors. 

In  industries  where  errors  still 
would  allow  a  product  to  work,  so 
long  as  field-service  people  were  reli- 
able, a  certain  number  of  errors  might 
be  "acceptable."  But  in  a  world  that  is 
increasingly  microprocessor-based, 
any  flawed  chip  results  in  a  nonwork- 
ing  product.  That  automatically  dic- 
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tates  a  need  for  zero  defects  and  may 
make  obsolete  many  traditional  qual- 
ity-testing techniques. 

Take  statistical  quality  control 
(SQC).  Long  the  most  reliable  method 
for  testing  goods  produced  by  manu- 
facturing and  assembly  processes,  sta- 
tistical quality  control  measures  the 
defects  in  a  sampling  batch  to  deter- 
mine the  number  of  probable  errors  in 
a  production  run.  According  to  Fei- 
genbaum,  "SQC  is  a  proven  and  es- 
sential tool  for  getting  at  the  variabil- 
ity that  governs  quality  consistency." 
But  what  happens  when  batches  are 
too  small  to  reflect  accurately  the 
number  of  true  defects,  or  so  large 
that  even  a  very  small  error  rate  pro- 
duces many  defective  parts? 

The  answer,  says  John  Simpson,  di- 
rector of  the  Manufacturing  Engineer- 
ing division  of  the  National  Bureau  of 
Standards,  is  in  more  automation,  not 
less:  "What  you  have  to  start  doing  is 
controlling  process  parameters.  As 
automation  becomes  more  fully  im- 
plemented, you  can't  make  a  bad  part 
unless  you  change  your  process. 
Hence,  one  should  never  have  to  mea- 
sure the  product  because  it  was  made 
via  a  system  .  .  .  that  could  only  make 
good  products." 

That's  easier  said  than  done, 
though.  Building  quality  control  into 
manufacturing  and  assembly  produc- 
tion means  building  it  in  at  every 
stage,  not  just  at  some.  In  the  manu- 
facture of  steel,  say,  it  means  placing 
sensors  in  ladles  of  molten  metal  to 
ensure  that  the  temperature  and  puri- 
ty can  be  controlled,  so  that  the  metal 
you  pour  meets  required  specifica- 
tions of  hardness  and  tensile  strength. 
It  means  recalibrating  machine  tools 
on  almost  a  shift-by-shift  basis,  and 
having  regular  maintenance,  rather 
than  the  customary  practice  of  pull- 
ing a  tool  off  the  line  only  when  it 
fails.  And  it  means  building  automat- 
ed test  equipment  into  an  assembly 
line  so  that  no  product  arrives  DOA — 
dead  on  arrival. 

The  bill  to  do  all  that  is  staggering. 
Typically,  installing  automated  test 
equipment  into  an  assembly  line 
costs  one-third  to  half  again  as  much 
as  the  machines  themselves.  But 
there's  a  payoff.  Take,  for  example, 
the  acquisition  by  Matsushita  Elec- 
tric Industrial  Co.  (MEI),  in  1974,  of 
Motorola's  Quasar  television  line  and 
manufacturing  facilities  in  Franklin 
Park,  111.  Since  Matsushita's  takeover, 
in-process  defects  have  gone  from 
140%  in  1974  to  5%  to  7%  in  1983. 
Among  the  factors  contributing  to 
this  were  a  simplification  of  televi- 
sion set  designs,  enabling  line  people 
to  assemble  and  adjust  the  sets  more 


Nestle  Co.  packager  at  Fulton,  NY.  plant 
Defect-free  requires  quality  at  all  levels. 


NASA  Director  James  Beggs 

"We  don't  get  a  second  chance. 


Jeff  MacMillarVJB  Pictures 
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easily,  and  new  equipment  that 
placed  a  heavy  emphasis  on  automat- 
ing repetitive  or  complex  work.  To 
these  were  added  better  compo- 
nents— themselves  a  result  of  im- 
proved automated  testing  and  inspec- 
tion procedures — and,  finally,  proper 
recognition  at  all  levels  for  improved 
quality  and  productivity.  The  result  is 


that  Matsushita  makes  money  on  a 
product  line  that  Motorola,  an  early 
U.S.  television  pioneer,  had  given  up 
for  dead. 

In  the  end,  American  industry  will 
have  to  move  toward  improved  meth- 
ods of  product  testing  and  inspection 
because  it  has  no  other  choice.  James 
Beggs,  director  of  NASA,  who  has 
seen  Space  Shuttle  flights  delayed  be- 
cause of  quality  control  problems,  un- 
derscores the  necessity  of  the  control 
that  is  available  from  such  systems. 
Says  Beggs:  "We  don't  get  a  second 
chance.  Everything  has  got  to  work 


the  first  time,  and  that  necessitates 
closer  control.  We've  had  problems 
with  screws  backing  out  that  haven't 
been  put  in  properly  or  haven't  been 
locked.  Man  has  been  using  fasteners 
of  various  types  for  thousands  of 
years,  and  we  still  run  into  that  diffi- 
culty. It's  been  a  very  frustrating  and 
irritating  problem." 

As  Crosby  puts  it,  "American  in- 
dustry is  appraisal-oriented.  It  needs 
to  be  prevention-oriented."  The  way 
to  achieve  that  is  to  create  a  system 
that  puts  a  working  fan  belt  into  every 
car  in  the  first  place.  ■ 


Who's  on  first? 


The  Department  of  Defense  has  kept  itself  in  the 
news  lately  with  claims  that  certain  semiconduc- 
tor makers  haven't  been  testing  their  chips  "adequate- 
ly"; in  other  words,  to  specifications  set  out  by  the 
government  or  its  contractors. 

So  far,  National  Semiconductor  Corp.  has  paid  the 
government  $2.1  million  in  fines  and  fees  for  falsify- 
ing test  data,  and  Texas  Instruments  faces  millions  of 
dollars  in  delayed  government  sales  because  thou- 
sands of  its  chips  were  improperly  tested.  Most  re- 
cently, Defense  stopped  accepting  products  contain- 
ing Signetics  Corp.  microcircuits,  on  the  grounds  that 
Signetics  hasn't  tested  its  chips  adequately,  either. 

Further  proof  that  American  manufacturers  have  no 
commitment  to  quality  and,  worse,  that  they  are 
openly  flouting  the  law?  Well,  yes  and  no.  It's  true 
that  National  Semiconductor  charged  the  government 
for  tests  it  did  not  perform.  And  Hughes  Aircraft, 
which  halted  deliveries  of  missiles  and  radar  systems 
to  the  Pentagon  because  of  quality  control  problems, 
hadn't  installed  the  solder-testing  equipment  it  pur- 
chased from  Vanzetti  Systems,  Inc.  On  the  other 
hand,  Defense  found  out  about  TI's  testing  flaws  only 
because  TI  reported  them. 

But  poor  conformance  to  testing  procedures  is  not 
necessarily  poor  adherence  to  quality  control  in  all  of 
these  cases.  It  should  be  noted  at  the  outset  that  not 
one  chip  from  any  of  the  offenders  has  failed.  Even  the 
Pentagon  admits  that  it  doesn't  expect  reliability 
problems;  it's  just  being  cautious,  apparently,  because 
the  circuits  weren't  tested  to  contract  standards. 

If  no  chips  have  failed  and  the  government  deems 
the  lot  of  them  reliable,  what  constitutes  "adequate" 
testing?  Semiconductor  makers  insist  that  after  about 
40  hours  of  "burn-in" — a  procedure  that  subjects 
chips  to  high-temperature  stress  and  then  tests  them 
for  failure — the  majority  of  defective  chips  will  be 
weeded  out.  But  the  Defense  Department  requires  168 
hours  of  bum-in. 

Why?  The  answer  depends  upon  whom  you  ask.  Dr. 
Robert  W.  Thomas  of  the  Rome  Air  Development 
Center,  where  military  specifications  are  established, 
says,  "The  Electronic  Device  Engineering  Council, 
made  up  of  microcircuit  manufacturers,  has  agreed 
that .  .  .  these  tests,  which  specify  168  hours,  are  the 
optimum  conditions  for  testing  microcircuits."  Just 
what  "optimum"  means  here  is  unclear,-  to  explain  it 
would  take  "half  a  day,"  according  to  Thomas. 


Somewhat  better  justification  comes  from  Gary 
Cohrt,  Motorola,  Inc.'s  director  of  operations  for  bipo- 
lar military  products.  Cohrt  acknowledges  that  40 
hours  of  bum-in  will  yield  the  majority  of  defective 
chips,  but,  he  adds,  "if  we're  talking  about  quality  as 
high  as  50  or  100  parts  per  million  of  contamination, 
you  need  to  burn-in  for  more  than  40  hours."  But  168? 
And  is  it  necessary  to  isolate  100  parts  per  million  in 
every  chip  the  military  buys,  for  whatever  purpose, 
critical  or  routine?  Where  is  judgment  here? 

Larry  Regis,  Intel  Corp.'s  director  of  quality  and 
reliability  for  components  technology,  agrees  that 
longer  burn-in  of  chips  indicates  greater  stress  toler- 
ance. But  longer  testing  can  be  more  expensive  be- 
cause it  upsets  regular,  nonmilitary  production  runs 
at  a  plant.  The  need  to  establish  separate  test  facilities 
in  order  to  conform  to  more  stringent  specifications  is 
part  of  the  reason  price  tags  on  Pentagon  acquisitions 
make  news.  In  fact,  says  Regis,  "as  time  goes  on, 
testing  becomes  a  larger  and  larger  part  of  the  cost. 
Your  manufacturing  costs  drop  as  you  go  along  the 
learning  curve,  but  testing  costs  remain  flat." 

In  effect,  the  Pentagon's  efforts  to  get  its  money's 
worth  may  have  created  testing  regulations  that  are 
either  superfluous  or  so  convoluted  as  to  be  inappro- 
priate for  the  products  under  consideration. 

To  keep  testing  costs  for  parts  that  may  wind  up  in 
military  contracts  under  control,  many  semiconduc- 
tor makers  have  their  chips  tested  abroad.  But  that 
creates  its  own  set  of  problems,  particularly  a  lack  of 
standards.  Gary  Cohrt  says  there  has  been  "no  govern- 
ment control  over  electrical  standards  in  the  offshore 
segment  of  the  semiconductor  business,  so  there's 
room  for  some  interpretation  on  the  part  of  each 
manufacturer." 

That  isn't  likely  to  change  soon,  despite  the  govern- 
ment's current  efforts  to  standardize  the  way  chip- 
makers  administer  quality  control  abroad.  The  new 
rules  deal  with  matters  like  self-audits  and  record 
keeping  rather  than  electrical  standards.  Cohrt  ap- 
plauds the  government's  intentions  but  knows  there 
are  no  guarantees.  "They  tried  something  similar  in 
1978  and  Motorola  was  the  only  company  that  fol- 
lowed it,"  he  says.  "So  we  were  alone,  and  that  defeat- 
ed the  purpose,  which  was  to  standardize." 

The  upshot:  one  of  those  impasses  that  reveal  why 
smart  companies  prefer  commercial  business  to  gov- 
ernment work. — Ellen  Benoit 
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Because  they're  already  built-in.  The  80/132- 
column  printer.  The  9-inch,  high-resolution 
display.  There's  even  a  built-in  360K  disk 
drive.  Which  all  make  the  Sr.  Partner  a  com- 
®    plete  computer  as  is. 

The  Sr.  Partner  is  IBM  hardware  and  software 
compatible  so  you  can  run  popular  business  pro- 
grams immediately.  The  software  bundle  cur- 
rently offered  with  the  Sr.  Partner  is  WordStar, 

— ^      VisiCalc,    pfs:Graph,    File,    Report, 

|  MS-DOS  2.11  and  GW  BASIC* 
And  with  its  256K  internal  memory 
M  expandable  to  512K,  the  Sr.  Partner 
J  can  run  the  new  integrated  software. 
Built-ins  also  include  expansion  slots 
and  parallel  and  serial  I/O  ports.  There's  even  a  built-in 
RGB  monitor  port  so  you  can  take  advantage  of  the 
Sr.  Partner's  color  and  graphics  capability. 

If  you  want  10  megabytes  of  storage,  choose  the  new 
hard  disk  Sr.  Partner. 

Both  the  Sr.  Partner  and  the  hard  disk  Sr.  Partner  come 
with  an  exceptional  Panasonic  warranty** 

For  the  dealers  nearest  you,  call:  201-392-4261.  The 
Panasonic  Sr.  Partner.  No  peripherals  needed.  It  makes 
the  competition  look  like  Jr.  Executives. 

Panasonic 

Industrial  Company 


80/132-Column  Printer 


9-Inch  High-Resolution  Display 


Optional  10-Megabyte  Hard  Disk  or 
Optional  Second  360K  Disk  Drive 


8war©  bundle  offer  subject  to  change  or  withdrawal  at  any  time  without  notice.        *  *One-year  limited  warranty,  6  months  on  thermal  printer  head.  Carry-in  or  mail-in  service 
'.  Partner  is  a  trademark  of  Matsushita  Electric  Industrial  Company  Ltd,  WordStar  is  the  trademark  of  MicroPro  International  Corporation;  VisiCalc  is  the  registered  trademark 
ol  ViSiCorp;  pfs:  Graph,  File.  Report  are  the  registered  trademarks  of  Software  Publishing  Corporation;  GW  BASIC,  MS-DOS  are  the  trademarks  of  Microsoft  Corporation 
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How  do  we  hear?  Nobody  really  knew 
until  some  mathematicians  reduced  the 
ear  to  basic  equations. 


Beyond  hearing 
aids 


By  Robert  Teitelman 


SCIENTISTS  HAVE  LONG  found  it 
difficult  to  give  a  good  account 
of  how  people  hear.  The  inner 
mechanism  of  the  ear  is  tiny,  complex 
and  buried  deep  in  the  skull.  The  very 
process  of  opening  up  the  cochlea  (the 
conch-shell-shaped  organ  of  the  inner 
ear  that  is  the  site  of  hearing  function) 
for  examination  destroys  its  ability  to 
function  normally.  So  that  while  for- 
mer Bell  Labs  engineer  and  Nobel 
Prize  winner  Georg  von  Bekesy  was 
able  to  develop  a  theory  of  how  the 
cochlea  worked  more  than  30  years 
ago,  no  one  has  been  able  to  prove  his 


theory  or  refine  it  much  since.  The 
result:  Treating  many  forms  of  hear- 
ing loss  is  still  an  uncertain  art,  and 
the  design  of  hearing  aids  is  still  rela- 
tively primitive,  despite  the  many  ad- 
vances in  electronic  miniaturization 
and  amplification. 

That  may  soon  change.  Mark 
Holmes,  a  mathematics  professor  at 
Rensselaer  Polytechnic  Institute  in 
Troy,  N.Y.,  has  been  working  on  the 
problem  of  hearing  since  1976.  With 
applied  mathematician  Julian  Cole, 
Holmes  has  been  building  a  math- 
ematical model  of  the  cochlea.  In  par- 
ticular, they  have  focused  their  efforts 
on  a  part  of  the  cochlea  called  the 


Hearing  by  the  numbers 


The  cochlea  (left)  coiled  like  a 
conch  shell,  is  a  marvel  of  com- 
plexity. The  stapes  (1)  press  the 
cochlea  at  the  oval  window  (2),  set- 
ting up  a  wave  in  the  chamber's 
fluid.  This  agitates  cilia  on  the 
basilar  membrane  (3),  which  pro- 
duces electrical  impulses  to  the 
nerves  (4).  To  describe  the  system, 
mathematician  Mark  Holmes  un- 
curled the  spiral  to  form  an  ideal- 
ized, tapered  cylinder  (below). 


basilar  membrane.  When  sound 
waves  enter  the  ear,  they  strike  the 
eardrum,  which  sets  three  tiny  bones 
vibrating.  The  last  of  these  bones,  the 
stapes,  moves  against  the  fluid  in  the 
cochlea  and  agitates  tiny  cilia,  or 
hairs,  on  top  of  hair  cells  that  hug  the 
surface  of  the  basilar  membrane. 
Those  cilia,  in  turn,  switch  nerves  on 
and  off  as  if  they  were  light  switches. 
From  this  mechanical  step,  called 
transduction,  an  electrical  current  is 
generated,  which  is  then  sent  on  to 
the  brain. 

But  therein  lies  one  of  the  mysteries 
of  hearing.  Mechanically,  those  hair 
cells  can  only  "hear"  up  to  400  cycles 
of  sound  a  second.  Past  that  point,  the 
cilia  wave  back  and  forth  too  quickly 
for  the  cells  to  fire  electrical  charges 
to  the  nerves  and  brain.  But  the  hu- 
man brain  can  distinguish  frequencies 
of  up  to  20,000  cycles  a  second.  How 
is  the  brain  able  to  synthesize  those 
higher-pitched  sounds? 

That's  where  a  sound  wave's  ampli- 
tude, or  height,  comes  into  play. 
When  the  stapes  moves  the  fluid  in 
the  cochlea,  a  wave  is  set  up  that 
moves  down  the  membrane  like  a  rip- 
ple across  a  still  pond.  While  most  of 
the  cilia  in  the  chamber  are  affected, 
those  at  the  height  of  the  wave  absorb 
more  energy  and  produce  a  stronger 
signal.  Says  Holmes,  "If  you  think  of 
the  hair  cells  as  responding  in  propor- 
tion to  the  amplitude — the  greater  the 
amplitude,  the  greater  the  signal — 
then  there  is  always  a  spot  on  the 
membrane  where  the  maximum  re- 
sponse is  occurring.  The  brain  seems 
able  to  recognize  that  fact." 

But  that  raises  a  further  question: 
Why  is  the  wave  formed  in  the  first 
place?  Von  Bekesy  argued  that  the 
wave  is  a  result  of  the  fact  that  the 
membrane  widens  as  it  curls  inside 
the  cochlea.  But  when  Holmes  began 
to  do  the  mathematics,  he  discovered 
that  the  important  factor  was  not  the 
shape  of  the  membrane  but  the  vis- 
cosity of  the  cochlear  fluid,  which 
allows  the  wave  form  to  build,  then 
quickly  dissipate,  similar  to  a  wave 
that  breaks  and  then  rolls  to  a  halt  on 
a  beach. 

To  build  his  model,  Holmes  assem- 
bled a  number  of  basic  equations  that 
describe  the  mechanical  aspects  of 
the  system.  For  example,  because  the 
cochlea  is  filled  with  fluid,  Holmes 
used  equations  that  describe  the  be- 
havior of  fluids  in  closed  spaces.  And 
since  the  membrane  is  elastic — it 
bends  in  response  to  a  sound  wave — 
he  used  an  equation  that  described  the 
properties  of  elasticity. 

From  there,  the  exercise  was  one  of 
reduction,  which  is  where  the  real 
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NOW  YOU  CAN 

SEND  MCI  MAIL 

ANYWHERE  IN  THE  U.S. 

INSTANTLY. 

MCI  Mail  is  out  to  change  the  traditional  way 
the  world  sends  mail.  In  fact,  we're  making  business 
communication  faster,  better  and  cheaper  for  you. 
All  you  need  is  the  equipment  that's  probably  sitting 
right  there  in  your  office. 

"How  do  I  send  MCI  Mail?" 
Simple.  We  give  you  a  private  password  which  you 
use  to  reach  us  through  your  personal  computer  or 
any  device  able  to  communicate  over  the  telephone. 
Suddenly,  you  can  send  mail  and  messages  to 
anyone,  anywhere  in  the  continental  U.S. 

"It's  that  easy?" 
Yes.  You  can  send  mail  instantly  to  other  MCI  Mail 
customers.  They  can  read  it  instantly.  And  it  only 
costs  $1.00. 

"Suppose  I  want  to  send  mail  to  people  who  aren  't 
hooked  up?" 

Still  easy.  Still  inexpensive.  Because  MCI  Mail  can 
be  delivered  to  anyone  —  even  people  with  no 
equipment  at  all.  You  still  create  it  instantly,  it's  then 
printed  on  fine  quality  bond  paper,  and  delivered  to 


OR 
LATHI 


ol 

t   i  *A1I  prices  are  for  the  fnsi  MCI  Mail  "ounce,"  which  is  three  printed  pages,  or  7.500  electronic 
characters  for  instant  delivery.  Additional  "ounces"  cost  $1.00  each,  regardless  of  the  delivery 
option.  See  service  guide  for  areas  served  and  limitations  on  liability. 
CI984  MCI  Digital  Information  Services  Corp. 


the  address  you  provide  according  to  your  option: 
regular  mail,  usually  arriving  in  a  day  or  two  for  $2; 
guaranteed  overnight  by  noon  for  $6;  or  to  major 
U.S.  cities  in  4  hours  for  $25.* 

"What  other  ways  can  I  use  MCI  Mail?" 
There  are  hundreds  of  them.  For  instance,  you  can 
send  letters  to  thousands  of  people  at  once.  Press 
releases,  invoices,  price  changes,  bids  and  more  can 
all  be  sent  instantly.  And  for  a  one-time  charge  of 
$20,  you  can  personalize  your  MCI  Mail  with  your 
signature  and  letterhead. 

"OK,  what  does  it  cost  to  get  going?" 
Zip.  Sign  up  is  free.  No  monthly  service  fees,  no 
"connect  time"  charges,  no  minimums.  You  only  pay 
for  the  mail  you  send.  And  of  course,  there's  no  cost 
to  receive  MCI  Mail. 

So,  call  this  number  free:  800-MCI-2255.  In 
Washington,  D.C.,  call  833-8484. 

"How  come  I'm  still  reading  instead  of  calling?" 
Habit.  Which  is  why  you're  still  mailing,  telexing 
and  spending  a  fortune  on  overnight  couriers.  But 
you  can  put  an  end  to  all  that  now. 


MCI  Mail 

NOTHING'S  FASTER  THAN  NOW. 
800MCI-2255 

In  Washington,  D.C.,  call  833-8484 


"My  office  system  is  geared  to 
word  processing  and  personal 
computers.  Mention  data 
processing  and  the 
screen  goes  blank!" 


Mr.  Byron  Kawaichi 

President 

Kawaichi  National  Bank 

1010  Battery  Street 

San  Francisco,  ca   94 l l l 

Dear  Mr.  Kawaichi: 

In  response  to  your  inquiry  concerning  our  abi 
repay  a  $600,000.00  loan  in  a  two-year  period,  I 
th.3t  our  debt/asset  ratio  speaks  for  itself.   w 
are  not  aware  of  is  our  outstanding  sales  growth 
should  make  us  an  even  better  prospect  as  a  borrov 

In  the  last  three  years,  sales  of  Russell  Manufc 
have  grown  at  a  27%  c.a.g.r.,  and  we  are  proje 
1984  growth  rate  of  31%,  for  a  sales  volume  o 
million. 

Surely  this  type  of  growth  would  indicate  a^ , 
average  risk  for  the  Kawaichi  National  &&ri^^ 
cated,  our  V.P.  of  Marketing,  Mr.  Shyf^^^ 
to  indicate  for  you  which  portion  c. 
dustrial,  and  which  are  in  consumer  prodL*^' 

am  looking  forward  to  your  <^tx'^"^.lvi'~V'>'.'nt 
[rely, 

fiU*QJC£^  ^^7k    4-124M 

Martin  Russell  ^^  _ 

President 
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The  single  solution  for  bot 


Why  buy  two  computers  when  you  can  get  the 
office  automation  and  distributed  data  processing 
you  need  from  one  HP  3000  system? 

In  fact,  one  system  is  better  than  two.  Because 
there  are  plenty  of  office  jobs  that  require  up-to- 
the-minute  information 
from  a  common  data  base. 
While,  on  the  other  side 
of  the  picture,  your  data 
processing  people  often 
need  the  full  range  of  office 
automation  functions. 


The  one  system 
that  does  it  all. 

The  HP  3000  computer 
holds  the  key  to  both  sides 
of  your  business. 

In  the  office,  it's  the  heart 
of  the  HP  Personal  Productivity  Center.  Here, 
the  HP  3000  links  a  variety  of  terminals, 
printers  and  personal  computers  together.  These 
include  our  Touchscreen  Personal  Computers  and 
The  Portable,  as  well  as  IBM  PCs. 


Working  in  this  type  of  office  network,  your 
people  can  increase  their  productivity  by  expand1 
ing  the  capabilities  of  their  individual  personal 
computers.  They  have  immediate  access  to  all 
Personal  Productivity  Center  resources,  from  da 

base  management  and 
filing  to  electronic  mail 
business  graphics,  wor 
processing  and  PC  file 
exchange. 

The  HP  3000  familj 
is  totally  compatible 
right  up  the  line.  The 
smallest  system  will 
handle  as  few  as  two 
users  economically. 
The  largest  can  connec 
up  to  400. 

A  program  written  for  one  HP  3000  will  run 
on  any  HP  3000  you  might  add  later.  Without  i 
conversion  at  all.  That  makes  it  easy  to  expand 
your  Personal  Productivity  Centers  as  you  grow 
without  changing  systems  or  software. 
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"My  DP  system  does  fine  with 
figures.  But  when  my  staff  needs 
documents  and  electronic  mail, 
you're  still  talking  typewriters 
and  the  postage  meter!" 


sides  of  your  company. 


In  their  DP  role,  our  HP  3000  systems  provide 
jup-to-the-minute  information  from  HP's  award- 
winning  data  base  management  system.  At  the 
same  time,  they  can  handle  accounting  jobs, 
inventory  control  and  hundreds  of  other  applica- 
tions available  in  off-the-shelf  software  packages. 

The  HP  3000  is  also  designed  to  shrink 
the  time  it  takes  to  develop  your  own  programs. 
Many  companies  find  they're  up  and  running  with 
new  software  as  much  as  five  times  faster  than 
other  systems. 

The  power  of  communication. 

With  HP  AdvanceNet,  you  have  a  wide  range  of 
:hoices  for  local  and  remote  communications.  Both 
o  HP  and  IBM  computers. 

HP  AdvanceNet  is  based  on  industry-standard 
letworks,  which  already  join  more  than  10,000 
IP  systems  worldwide.  The  strength  of  our 
)ffering  is  one  reason  that  HP  communications 
vere  rated  #1  in  a  nationwide  user  survey 
conducted  by  Data  Decisions. 

A  Datapro  survey  also  ranked  us  #1  in  service. 
Jo  you  can  be  sure  that  both  sides  of  your  office 


will  be  in  good  hands— especially  since  they'll  be 
using  the  same  system. 

If  you  want  to  unify  your  company,  contact  your 
local  HP  sales  office  listed  in  the  white  pages.  Ask 
for  an  HP  3000  demonstration.  Or  write  for  more 
information  to  Susan  Curtis,  Hewlett-Packard, 
Dept.  031209, 19055  Pruneridge  Ave.,  Bldg.  46T, 
Cupertino,  CA  95014.  In  Europe,  write  Michael 
Zandwijken,  Hewlett-Packard,  Dept.  031209,  P.O. 
Box  529, 1180  AM  Amstelveen,  The  Netherlands. 


Productivity.  Not  Promises. 

Ln      HEWLETT 
T       PACKARD 
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Health 


power  of  mathematics  comes  into 
play.  By  using  a  process  called  asymp- 
totic approximation,  Holmes  was  able 
to  reduce  the  five  original  equations 
to  a  single,  much  simpler  algebraic 
equation.  That  equation  became  an 
important  tool  for  explaining  what 
happens  in  the  cochlea.  For  one  thing, 
Holmes  and  Cole  were  able  to  use  it 
to  construct  three-dimensional  graph- 
ics of  specific  sound  waves  in  the 
cochlea  on  a  computer  screen.  And 
the  two  mathematicians  have  been 
able  to  test  various  aspects  of  the 


model  against  experimental  data. 
Even  more  important,  the  equation 
clarified  the  importance  of  different 
aspects  of  the  hearing  system,  from 
the  viscosity  of  the  fluid  to  the  elas- 
ticity of  the  membrane. 

That  sort  of  knowledge  may  one 
day  help  physicians  go  beyond  simply 
prescribing  hearing  aids  for  deafness. 
For  example,  physicians  have  never 
known  quite  why  people  gradually 
lose  their  hearing  as  they  age. 
Holmes'  model  points,  as  the  reason, 
to  a  loss  of  elasticity  in  the  mem- 
brane, which  reduces  its  ability  to  re- 
spond. And  the  model  also  provides  a 
tool  for  other  researchers.  A  team  at 
the  National  Institutes  of  Health  in- 
tends to  use  Holmes'  equations  to 


work  out  the  mathematics  of  another 
aspect  of  the  cochlea:  the  actual  trans- 
ducing of  mechanical  into  electrical 
signals  in  the  hair  cells. 

There's  a  technology  payoff  to  this 
work  as  well.  A  number  of  companies 
have  recently  begun  marketing  coch- 
lear implants,  microprocessors  surgi- 
cally placed  near  the  auditory  nerves, 
which  try  to  replace  a  nonfunctioning 
cochlea.  But,  because  the  cochlea  has 
been  so  poorly  understood,  the  im- 
plants are  able  to  produce  only  a  sem- 
blance of  articulated  sound. 

"Once  we  really  refine  this  model — 
and  verify  it  even  more  against  the 
experimental  data,"  says  Holmes, 
"you  will  really  see  the  technology 
moving  to  catch  up." 


Some  2  million  Americans  over  the 
age  of  65  are  victims  of  Alz- 
heimer's disease,  and  about  100,000 
more  in  their  40s  and  50s  suffer  from 
the  disease.  Its  visible  symptoms  are 
disorientation  and  memory  loss. 
Once  the  disease  has  set  in,  the  vic- 
tims— who  usually  die  of  a  secondary 
infection — have  a  life  expectancy  of 
less  than  ten  years.  Alzheimer's  is 
responsible  for  some  120,000  deaths 
each  year  in  the  U.S. 

Yet  treatment  is  often  delayed  be- 
cause family  members  and  even  phy- 
sicians can  easily  mistake  Alz- 
heimer's symptoms  for  the  "benign 
forgetfulness" — senility — too  often 
thought  to  be  an  unavoidable  conse- 
quence of  aging.  In  fact,  only  5%  to 
10%  of  those  over  the  age  of  65  will 
suffer  debilitating  mental  impair- 
ment, but  a  majority  of  those  will  be 
victims  of  Alzheimer's  disease. 

The  dread  of  the  disease,  which  is 
likely  to  become  a  growing  problem 
because  its  incidence  rises  with  age, 
and  for  which  there  is  as  yet  no  cure 
and  no  significant  treatment,  has 
served  to  intensify  research  in  the  last 
ten  years.  And  research  on  Alz- 
heimer's has  brought  the  promise  of 
help  for  other  cognitive  aging  disor- 
ders, for  which,  to  date,  virtually  no 
useful  medication  exists.  Dr.  Kenneth 
Davis,  director  of  Mount  Sinai  Medi- 
cal Center's  Alzheimer  Research 
Center  in  New  York  City,  thinks  that 
drugs  being  researched  for  use  in 
treating  Alzheimer's  may  be  of  help  to 
the  normal  elderly.  "Whatever  we  de- 
velop for  Alzheimer's  disease,"  says 
Davis,  "the  very  same  drug  has  a  very 
high  likelihood  of  being  as  effective,  if 
not  more  effective,  in  improving  cog- 
nition in  normal  people." 

Some  major  pharmaceutical  com- 
panies are  engaged  in  the  research  be- 


Dreaded  Alzheimer's 

cause  of  the  enormous  profit  poten- 
tial. A  drug  that  is  safe  and  is  market- 
ed as  a  cognition  enhancer  and 
actually  has  some  efficacy,  Davis 
says,  would  be  hugely  successful. 
Drug  analyst  David  Crossen  of  San- 
ford  C.  Bernstein  &.  Co.  quantifies  just 
how  successful:  "For  an  important 
new  drug,"  Crossen  says,  "you  can 
charge  about  a  dollar  a  day.  Even  with 
a  minimum  of  a  million  patients, 
that's  a  $350  million  market.  And  if 
the  drug  can  also  be  used  on  the  nor- 
mal aged,  you've  got  an  enormous 
market." 

But  developing  such  a  drug  won't  be 
easy.  In  the  past,  says  Davis,  compa- 


nies used  animal  models  of  question- 
able validity  and  came  up  with  a  lot  of 
drugs  that  didn't  work.  The  ultimate 
goal  now  is  to  devise  drugs  that  could 
stop  the  destruction  of  the  brain  cells 
early  on.  "If  you  can  identify  people  at 
risk  for  Alzheimer's,  and  understand 
why  the  cells  are  dying,"  says  Davis, 
"you  could  manipulate  the  environ- 
ment around  the  cells  pharmacologi- 
cally so  that  they  don't  die." 

That  would  be  a  neat  trick,  but 
right  now  Alzheimer's  is  a  disease  of 
unknown  cause.  Researchers  are  fo- 
cusing on  three  possible  causes:  a 
slow  virus,  environmental  toxins  that 
might  affect  brain  metabolism  and 


Gone  and  forgotten 


This  positron  emission  tomography  (PET)  scan  image  shows  a  com- 
parison of  glucose  utilization,  the  brain's  main  source  of  energy,  in  an 
Alzheimer  patient  (right)  and  a  normal  person  (left).  Only  the  occipital 
lobe,  which  receives  visual  images,  lights  up  on  the  Alzheimer  brain. 
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WHAT  MAKES  YOUR  PEOPLE  EXCEPTIONAL 
IS  WHAT  MAKES  DAEWOO  PEOPLE  EXCEPTIONAL. 

They  begin  with  the  best  education. 

Take  Sung-Kyou  Park,  Executive  Vice  President  of  Daewoo 

Telecom.  He  has  a  Ph.D.  in  Electrical  Engineering 

from  the  University  of  Texas. 


And  there's  Chun-Su  Chon,  Managing  Director  of  Daewoo 

Engineering.  He  has  a  Ph.D.  in  Geotechnical  Engineering  from 

the  University  of  Michigan. 

And  Choong-Se  Kim,  Managing  Director  of  Daewoo 

Shipbuilding  and  Heavy  Machinery,  earned  his  Ph.D.  in  Fluid 

Dynamics  from  the  University  of  Illinois. 

Daewoo  employs  70,000  people  in  Korea  and  around  the 

world.  Get  to  know  a  few  of  them  and  experience 

what  a  lot  of  American  companies  have  already. 

Good  people  make  good  partners. 


paewoo  Intl.  (America )  Corp 
909-8200 


GOOD   PEOPLE   MAKE   GOOD   PARTNERS 
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THE  PHONES  THAT  DON'T  STAY  HOME. 


The  new  age  of  cellular  communication  is  here.  Now,  telephones  can  go 
where  people  go.  And  that  makes  all  the  difference  in  the  world. 

You're  about  to  see  phones  in  places  you've  never  seen  them  before. 
Not  just  in  cars  and  boats,  but  in  campers,  briefcases,  purses,  and  even 
in  pockets. 

Motorola  cellular  technology  is  what  makes  it  possible.  A  cellular  system 
is  a  honeycomb  of  cells  in  which  low-powered  relays  receive 
telephone  calls,  and  route  them  to  their  final  destina- 
tions. Each  cell  is  a  miniature  radiotelephone 
exchange  in  its  own  right.  And  all  cells  are 
governed  by  a  master  computer. 

When  you  make  a  call  from  your  mobile 
or  portable  cellular  phone,  the  computer 


^M 


^ 


H4  Motorola  Ini 
Cellular  service  r 


Motorola  and@are  register? 
v.iilable  in  all  areas.  ' 


been  setting  the  standards  in  moXZ™,    ^T  otl?er  business.  We've 
years,  Motorola  has  built  more  car  nho  ™mCatl0ns  for  deca^-  Over  the 
and  portable  cellular  telephones  than  ,nf'  lu°'Way  radios'  P°cket  pagers 

^^  omimunicati^  Sn^^^S0"1?8^ in  the  world 
opens  the  door  to  a  new  age  of  consS  nf    6  t?Mffl Just  a  convenience  It 
has  the  capacity  to  serve Ireat  St   PTSOna  communication.  And  it 
-day,  not  tZ  far  ^J^yS^^^^f^"*^  we  seea 

—         work  for  you,  call  1-800-367-2346 


MOTOROLA 


nerhaps  genetic  predisposition. 
P  Dia'gnosxs  itself,  as  noted    is  d « i- 
nilt    According  to  Dr.  Neal  Cutler, 
deputy  epical  lector  of  the Nation- 
Pto,tute  on  Aging,  Alzheimer  s  is 
d  scovered  by  excluding  other  possi- 
b  ities,  suchas  alcoholism  or  an  un- 
diagnosed  stroke.    It    can   be   deter 
mined  positively   only   «*«  .death, 
when  an  autopsy  shows  the  patient  to 
have  had  neurofibrillary  tangles  (the 
clumping  and  tangling  of  fibers  in  the 
bram  cells],  and  neuntic  plaque,  the 
debm   le\t   behind   by   degenerating 

Tuttlearchers   are   not   without 
clues   Autopsies  of  Alzheimer's  vic- 
tims have  also  shown  a  loss  or  defi- 
c^ncy  of  acetylcholine,  one  of  the 
En's  several  neurotransmit  ers  and 
its  synthesizing  enzyme,  choline  ace 
yltransferase.  This  deficiency  occurs 
n  the  areas  of  the  bram  that  are  re- 
sponsible for  learning  and  memory. 
Ses  done  using  .gjt^ 
sinn     tomographic     (PET)     scanner, 
Xh  measure's  metabolic  ac^tym 
the  brain,  have  shown  that  an  aiz 
helmS s-affhcted  brain  uses  less  glu- 
cose-the  brain's  main  source  of  ener- 
S  and  necessary  for  the  production  o 
Setylchohne-than  that  of  normal 

^o^suesearchisfocusingondrugs 

thaTSect  the  levels  and  acu^gesof 

acetylcholine  in  the  brain.  The  Hitch 
cockMedicalCenteratDartmouthhas 

experimented  with  bethanechol  chlo- 
ride a  drug  used  in  bladder  infections, 
that  anciently  mimics  acetylcholine. 
Usmg  aPpumpand  catheter,  the  drug  is 
SisW  directly  into  the  bram 
because  the  side  effects  in  other  forms 

treatment  Several  institutions,  m- 
cludmg  Mount  Sinai,  have  been  re- 
seaSngtheeffectsofphysostigmine, 

admg  thought  to  slow  the  breakdown 

rf^^'n»t  be  raised  unic* 
lsSly.    Dr.    Robert    Hodges     -ce 
nresident  for  research  and  medical  ar 
Ens  at  Warner-Lambert  (which  has 
wo  possible  Alzheimer's  drugs  m  the 
clinical  testing  stage),  points  out  that 
organic  changes  have  taken  place  n 
the  brain,  researchers  can  t  make  cells 
£ow back.  "The  best  we  can  do  "say 
Sount  Sinai's  Davis,  "is  to  p reduce 
modest  improvement,  making  the  pa 
Sm -relate fa  little  better  to  his  sur- 
roundings."   Still,    families    of    Alz 
Smer  s8  sufferers  would  say,  it's  a 
start  — Francesca  Lunzer 


Software 


Bate  searches  eatup  «^^ 

mnnect  time.  Laser  disk  memory  mazers 
CSkla t  putting  the  database  on  the  us- 
er's  desk  is  cheaper. 

Old  problem, 
new  light 


F|  OR  MANY  COMPUTER  USERS,  go 
'ing  on-line  to  get  information 
from  a  distant  database  is  much 
like  being  stuck  in  a  taxi  in  traffic:  No 
rnatter  how  slowly  the  cab  moves,  the 
meter  keeps  ticking  until  you  reach 
y?ur  destination.  Large  database  us- 
ers   consumers  of  such  services  as 
Sow  Jones,  Dialog,  Lexis  and  others 
routinely  spend  from  $50  to  $100  and 
mo     aVho'ur  to  rummage  around  m 
what  are  largely  static  hies.  Acco  ri- 
me to  Link  Resources  Corp.,  a  New 
York  market  research  firm,  the  so- 
iled electronic  publishing  ta-g- 
will  cost  companies  and  individuals 

$1  5  billion  this  year. 

Is  there  a  more  economical  way  to 

come  by  part  of  the  vast  store  o 
knowledge  resident  in  someone  else  s 
mammoth  computer  system?  Yes,  say 
rawing  number  of  companies  rust 
entermg  the  optical  storage  industry. 
These  are  companies  that  want  to 
lummate  the  telephone  lines  and  de- 
hvS  databases  right  to  the  consum- 
ed desk  by  means  of  inexpensive 

r^Seno^sedtncompact 

audio  disk  players.  attractiVe 

What  makes  laser  disks  attractive 
for  database  storage  is  the  amount  of 
formation  that  can  be  put  on  them 
and  their  low  manufacturing  cost.  For 
mstance  a  disk  12  inches  in  diameter, 
manufactured  by  Reference  Techno b 
rSv  Inc  of  Boulder,  Colo.,  can  hold 
ufio  2  billion-characters.  That^s  the 

equivalent  of  more  than  a  million 
double-spaced  typewritten  pages.  A 


smaller,  ^A-inch  eomPactdrsk  ac- 
cepted as  a  standard  by  Sony,  Hitachi, 
Seer  and  some  40  othei ^anub- 
turers,  has  a  capacity  of  more  than 

S00  million  characters.  , 

Th^se  disks  go  under  the  rubric  of 

OROM-optical  read-only  memory. 

Like   phonograph   records    they   are 

Xn^b^:£n|^ 

puter  and  shown  as  information  on  a 

^AsAe  name  implies,  OROMs  can 
only  be  read,  not  written  upon  which 
means  information  can  t  be  a  ltered. 
What  you  see  is  what  you  get ^  One 
advantage    is    that    data    can't    be 
changed  accidentally  or  lost  by  the 
use"    Nor   can   information  be   de- 
stroyed by  a  power  failure,  as  can  the 
iSma/onon  the  magnetic floppy 
and  hard  disks  now  used  for  memory 
in  computers.   On  the  other  hand 
whenever  a  user  wants  new  info  ma 
tion  he  needs  an  entirely  new  laser 
Tk  since  the  disk  can't  be  added  to- 

As  it  turns  out,  much  of  the  inror 
matin  stored  by  database  services  i 
static,  or  shelf -stable.  Page  a  ter  page 
of  legal  opinions,  medical  research, 
periodical    abstracts    and    biblmgra 
This  are  the  kind  of  information  *a  , 
once  set  down,  never  changes.  And 
is  this  type  of  information  that  is 
most  "likely  to  be  the  driving  for  e 
behind  OROM   storage.     The  oruy 
area      completely      unsuitable      lor 
OROM     technology     is     constantly 
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OF  THE  BIG  THREE  IN 

BUSINESS  SOFTWARE.  WHO'S 

THE  REAL  NUMBER  ONEP 


Obviously,  your  number  one  choice  should  be  the  one 
that  solves  the  greatest  number  of  problems  for  you  and 
your  company.  The  one  whose  product  line  produces  the 
best  information,  causes  the  fewest  headaches  and  pro- 
vides the  maximum  data  processing  efficiency. 

No  product  line  can  give  you  all  three  unless  it's  been 
designed,  from  the  ground  up,  as  a  genuinely  integrated 
group  of  systems. 

But  if  you  compare  the  product  lines  of  the  big  three, 
you'll  discover  a  surprising  fact.  Two  offer  the  mere 
appearance  of  integration,  while  one  offers  the  real  thing. 
Millennium.  A  true  family  of  systems  in  which  the  whole 
works  as  smoothly  as  any  part.  In  which  every  package 
has  the  same  query  mechanism,  the  same  report  writers, 
the  same  screen  generation,  the  same  on-line  documenta- 
tion, security  and  real-time  capabilities.  Giving  you  more 
efficiency  than  ever  before  from  all  your  data  processing 
resources. 

Of  the  big  three  in  business  software,  who's  really 
number  one? 

Finding  out  should  be  your  number  one  priority. 

WHEN  YOU  THINK  ABOUT  TOMORROW, 
MILLENNIUM  MAKES  SENSE  TODAY. 

M'Cormack  &  Dodge 

nn  a  company  of 

If  jf  The  Dun  &Bradstreet  Corporation 


McCormack  &  Dodge  Corporation,  1225  Worcester  Road,  Natick,  MA  01760 
Sales  and  support  offices  throughout  North  and  South  America,  Europe,  Asia,  Australia  and  Africa.  800-343-0325.  Telex:  710-325-0329 
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Software 


changing  information  like  real-time 
securities  and  money  market  data," 
says  Steven  Sieck,  research  director 
for  Link  Resources.  "That  kind  of  in- 
formation accounts  for  30%  of  total 
on-line  revenues." 

Hardware  manufacturers  are  taking 
different  approaches  to  tap  the  mar- 
ket. Reference  Technology,  for  exam- 
ple, is  marketing  a  custom  optical 
disk  drive  that  can  accommodate  sev- 
eral workers  who  need  access  to  the 
same  information  simultaneously. 
Reference  Technology's  Ronald  Rie- 
desel,  vice  president  of  strategic  mar- 
keting, calls  the  price  of  the  disks — 
ranging  from  $14  to  $25— "a 
throwaway"  when  spread  over  many 
users.  His  company's  strategy  is  to 
position  its  products  for  information- 
intensive  professionals  such  as  engi- 
neers and  lawyers  who  need  large 
amounts  of  data  on  a  regular  basis. 
"These  people  run  up  incredible  bills 
using  long-distance  telephone  lines  to 
access  databases,"  Riedesel  says. 

LaserData,  Inc.  of  Cambridge, 
Mass.  has  taken  a  different  tack,  offer- 
ing a  plug-in  card  for  the  IBM  PC  and  a 
more  sophisticated  controller.  Both 
devices  combine  video,  digital  audio 
and  data  from  a  single  disk  that  can  be 
played  on  a  standard  off-the-shelf  vid- 
eodisk  player.  LaserData  recently 
signed  a  deal  with  a  Minneapolis  sys- 
tems integrator,  Kalvar  Corp.,  which 
plans  to  peddle  the  systems  to  hospi- 


tal emergency  rooms,  pharmacies  and 
poison  referral  centers.  The  joint 
agreement  calls  for  putting  seven  da- 
tabases on  disk.  The  disks,  some  for- 
merly on  microfiche,  are  produced  by 
Denver-based  Micromedex,  Inc.  The 
hardware — which  includes  an  IBM 
PC,  LaserData's  controller,  a  video- 
disk  player  and  monitor — will  sell  for 
about  $10,000.  Micromedex  will  sell 
annual  database  subscriptions  for 
$7,500  and  update  them  quarterly. 

These  are  not  exactly  inexpensive 
alternatives  to  on-line  services,  but 
lower-priced  solutions  are  on  the  way. 
The  technology  most  observers  are 
betting  on  is  the  compact  audio  disk 


drive,  or  CD-ROM.  It  uses  the  same 
basic  components  as  consumer  audio 
disk  players  now  flooding  the  market. 
Sieck  of  Link  Resources  says  CD- 
ROM  players  will  reach  the  market  in 
early  1985  and  be  priced  near  $1,500. 
Some  on-line  firms  see  the  writing 
on  the  disk  and  plan  to  make  optically 
stored  databases  available.  Admits 
Mark  Bayer,  vice  president  of  market- 
ing for  BRS  of  Latham,  N.Y.,  database 
sellers,  "People  are  spending  fairly 
hefty  bucks  for  on-line  service.  If  they 
want  to  subscribe  to  a  disk-of-the- 
month  club  as  a  way  of  capping  on- 
line costs,  we  think  we  can  market  to 
that." 


There's  no  ware  there 


Being  by  and  large  literate,  comput- 
er folk  are  adept  at  coining  words 
and  phrases  for  the  industry's  fast- 
changing  face.  Here  are  a  few  of  the 
latest,  which  may  or  may  not  prove 
ephemeral: 

•  Vaporware — long-awaited,  highly 
hyped  software  programs  that  never 
materialize.  Fitting  the  category 
might  be  Ovation,  from  Ovation 
Technologies,  Inc.  It  was  all  the  rage 
when  it  was  demonstrated  in  proto- 
type form  at  the  1983  Computer  Deal- 
ers Exposition  (Comdex),  but  it  still 
has  not  hit  the  market  a  year  later,  as 
Comdex  1984  approaches.  One  key 
piece  of  the  program  is  still  undevel- 
oped. Microsoft's  Windows,  another 
much-publicized  bit  of  software,  also 
has  failed  to  appear  from  the  mists, 
despite  positive  reviews. 

•  Etherware — programs  that  actual- 
ly make  it  to  market,  only  to  disap- 


pear quickly,  back  into  the  ether, 
sometimes  along  with  their  compa- 
nies. Programs  such  as  Knoware  from 
Knoware,  Inc.  and  Peachtree  Soft- 
ware, Inc.'s  Decision  Manager  seem 
to  fit  this  definition.  VisiCalc,  once  a 
bestseller,  may  also  fit  the  definition, 
since  VisiCorp  can  no  longer  market  ] 
it,  having  transferred  its  rights  to  Soft- 
ware Arts  Inc.  Business  Solutions, 
Inc.'s  Jack2  fits  the  definition  in  the 
same  manner:  While  some  of  the 
Jack2  programs  are  being  marketed  by 
Softech  Microsystems,  Business  Solu- 
tions is  now  searching  for  a  buyer  for  }, 
its  entire  software  division. 

There  is  still  another  category  for 
which  no  name  yet  exists.  It  would 
cover  programs  that  underachieve  in , 
the  marketplace  yet  continue  to  be 
sold,  in  the  hope  they  may  one  day 
catch  fire.  Underware? — Kelly  Walker 
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BURROUGHS  ANNOUNCES 
THE  80  HOUR  WORKDAY. 


Thanks  to  an  ingenious  produc- 
ivity  tool  from  Burroughs  called  the 
logic  and  Information  Network 
i  jiompiler,  or  LINC,  computer  pro- 
i  rammers  can  now  increase  their 
roductivity  as  much  as  10  times! 
J  n  some  cases,  even  more. ) 

It's  like  getting  an  extra  72  hours 
J  ['  work  in  a  day. 

How  is  this  possible? 
The  LINC  software  system 
^itomatically  writes  virtually  all  the 
•ding  programmers  would  have  to 


do  manually  so  it  drastically  reduces 
the  time  it  takes  to  develop  and  imple- 
ment even  complex  application  sys- 
tems. (It  also  simplifies  program 
maintenance.) 

Furthermore,  LINC  uses  a  new 
high-level  language  that  defines 
problems  in  business  terms,  not 
computer  terms,  so  important  infor- 
mation can  be  easily  created  and 
managed. 

And  people  can  use  LINC  with 
very  little  training. 


At  Burroughs,  productivity  has 
always  been  a  primary  consideration, 
whether  it's  the  technological  innova- 
tion of  our  hardware  or  the  advanced 
design  of  our  software. 

For  more  detailed  information 
call  1-800-621-2020. 

It  may  be  the  most  productive 
phone  call  you'll  ever  make. 

Burroughs 

THE  QUESTION  ISN T  WHO'S  BIGGER. 
IT'S  WHO'S  BETTER. 

Burroughs  is  the  official  computer  company  of  the  1984  U.S.  Tennis  Open 
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What  makes  a  hit  song  communicate? 
United  Telecom  asked  Sammy  Cahn. 


/ 


Following  are  excerpts 
from  an  exclusive 
United  Telecom  interview 
with  lyricist  Sammy  Cahn. 


One  of  my  biggest 
songs  begins  thusly: 
Love  is  lovelier  the 
second  time  around. 

Just  as  wonderful  with  both 
feet  on  the  ground. 

That's  the  song  people  invariably 
mean  when  they  say,  "You  wrote  my 
song."  It's  become  sort  of  a  personal 
hymn  of  hope  and  it  communicates 
to  a  whole  group  of  people  out  there. 
It's  amazing.  A  great  song  never  stops 
communicating. 

How  do  you  do  it? 

When  I  sit  down  to  write  a  song,  it's  not 
so  much  me  writing  it  as  it  writing  me. 
And  I'm  always  flattered  to  be  there,  to 
be  a  party  to  this  little  miracle. 

/  should  care.  I  should  go  around 
weeping. 
I  should  care.  I  should  go  without .  . 

Without  what?  It  can  only  be  "sleeping." 
Not  leaping,  creeping,  peeping. 

How  important  is  the  music? 

The  music,  of  course,  communicates  as 
much  as  the  words.  I'm  one  of  those  rare 
lyric  writers  who  believes  a  word  is  only 
as  great  as  the  note  it  sits  under. 

Which  comes  first,  words  or 
music? 

Neither.  It's  the  phone  call  from  a  pro- 
ducer who  wants  a  great  song, 
preferably  a  hit.  It  isn't  easy. 


What's  it  take  to  deliver? 

The  moment  of  truth  is  the  demonstra- 
tion of  the  song.  You  walk  into  a  room 
with  a  particularly  ugly  producer 
sitting  there. 


United  Telecom 


I  mean,  it's  easy 
for  Sinatra.  He's  got 
soft  lights,  he's  got 
an  orchestra.  "When 
somebody  loves  you,  it's 
no  good  unless  he  loves 
you  .  .  . "  He's  got  strings. 
Me,  I'm  looking  at  this  less 
than  attractive  studio  head  who 
wants  a  smash.  Well,  you  can  under- 
stand how  I  got  this  voice.  I'm  scared. 

Is  it  worth  it? 

Oh  yes.  It's  beyond  the  material  success. 

I  can  be  traveling  anywhere  in  the  world, 
say  a  night  club  in  the  Black  Hole  of 
Calcutta,  and  there's  an  orchestra  con- 
sisting of  drums  and  kazoo  and  they're 
playing  "I  Should  Care."  And  I  do. 
Believe  me,  I  do. 


With  four  Oscars,  an  Emmy 
and  more  than  50  hit  clas- 
sics to  his  credit,  Sammy 
Cahn  is  one  of  our  greatest  songwriters. 

At  United  Telecom  we  wanted 
to  share  his  views  on  communication 
because  that's  our  business. 

We  provide  the  tools  that  make 
communicating  easier — from  basic  tele- 
phone service  to  a  national  long  distance 
network,  cellular  mobile  communica- 
tions, data  communications,  and  video 
conferencing. 

We're  a  2.5  billion  dollar  com- 
pany with  a  big  stake  in  one  of  man's 
most  basic  needs.  The  need  to 
communicate. 

For  more  information  and  reprints 
of  our  ad  series,  write  D.F.  Forsythe, 
United  Telecom,  Box  11315,  Kansas  City, 
MO  64112. 
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Good  references 


What's  a  fellow  to  do  after  tum- 
bling from  a  top  banking  job  in 
the  wake  of  massive  loan  losses? 

If  you  are  Elvis  Mason,  who  left  his 
post  as  chairman  of  Dallas-based  In- 
terFirst  Corp.  in  January,  you  pick 
yourself  up,  dust  off  and  go  into  busi- 
ness. It  helps,  of  course,  to  have  un- 
usually rich  and  powerful  friends. 

In  October  the  51 -year-old  banker 
announced  the  formation  of  Mason 
Best  Co.,  "a  Texas-based  merchant 
banking  firm."  With  a  pool  of  capital 
he  dubs  "substantial,"  Mason  aims  to 


buy  chunks  of  promising  companies, 
"quarterback"  for  their  managements, 
and  then  sell  his  shares  at  a  profit. 

Hostile  takeovers  are  out,  but  lever- 
aged buyouts  and  venture  capital 
startups  are  likely.  Mason  has  no  tar- 
geted industries — though  his  first  ac- 
quisition, completed  in  October,  in- 
volved a  privately  held  publishing 
firm.  For  a  fee,  he  will  also  help  cli- 
ents with  financing  and  acquisitions. 

What  makes  Mason's  scheme  so  in- 
triguing, however,  is  his  all-star  per- 
sonnel roster.  His  partner  is  Houston 


Holly  Kuper/Gamma-Liais 


Texas  banker  Elvis  Mason 

Making  a  comeback — with  style. 


entrepreneur  Randy  Best,  42,  who  has 
founded  businesses  selling  everything 
from  class  rings  to  outpatient  surgery. 
Joining  them  full  time  are  Howard 
Wolf,  49,  a  top  lawyer  formerly  with 
the  Houston  firm  of  Fulbright  & 
Jaworski,  and  Jack  Currie,  56,  former- 
ly vice  chairman  of  Rotan  Mosle,  the 
regional  brokerage  firm. 

Now  come  the  really  big  players. 
Mason's  backers  include  such  promi- 
nent Texans  as  developer  Trammell 
Crow,  politician  Robert  Strauss  and 
forest  products  magnate  Arthur  Tem- 
ple. From  the  East  Coast  there's 
Thomas  Murphy,  who  runs  New 
York-based  Capital  Cities  Communi- 
cations, and  Laurence  Tisch  of  Loews 
Corp.  Murphy  sits  with  Mason  on  the 
Texaco  board,  and  Tisch  got  to  know 
Mason  when  they  both  served  on  an 
interim  board  after  Texaco 's  takeover 
of  Getty. 

Mason's  slick  brochure  lists  nine 
impressive  "advisory  committee" 
members  individually,  even  though  he 
admits  some  have  invested  through 
corporations.  Never  mind.  The  mere 
use  of  their  names  gives  Mason  Best 
instant  luster. 

That's  important,  given  Mason's 
troubles  at  InterFirst.  The  bank  hold- 
ing company  was  long  the  biggest  and 
one  of  the  most  profitable  in  Texas. 
But  in  the  third  quarter  of  1983  it 
announced  a  surprise  loss  of  $194  mil- 
lion. At  year-end,  the  SEC  demanded 
another  $54  million  writeoff. 

Was  Mason  forced  out?  A  proud 
man,  not  prone  to  washing  his  dirty 
linen  in  public,  he  says  merely  that 
resigning  "seemed  to  be  the  right 
thing  to  do."  InterFirst  insiders  and 
competitors,  however,  speculate  that 
the  problem  was  not  so  much  the 
severity  of  the  bank's  woes  as  the  way 
Mason  handled  them.  After  the  third- 
quarter  disaster,  for  instance,  he  pub- 
licly pushed  the  blame  onto  subordi- 
nates. "That  didn't  go  over  well  with 
some  customers  and  directors," 
claims  one  Texas  banker.  The  addi- 
tional year-end  bad  news  further 
weakened  his  credibility. 

Mason  insists  that  troubles  at  Inter- 
First  did  not  hamper  fundraising  ef- 
forts for  his  new  firm.  "My  policy  has 
been  to  let  my  banking  experience 
speak  for  itself,"  he  says — with  unin- 
tended irony. — P.S. 

Beat  the  devil 

You  kill  a  vampire  by  driving  a 
wooden  stake  through  its  heart.  A 
silver  bullet  stops  a  werewolf.  To  kill 
a  witch,  at  least  a  witch  from  Oz,  get  a 
good  little  girl  to  throw  a  bucket  of 
water  on  her.   But  John  Smale,   56, 
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president  and  chief  executive  of 
Procter  &  Gamble,  can't  seem  to  fig- 
ure out  how  to  get  rid  of  his  evil  spirit. 
Remember  back  in  1982,  when 
P&G — Ivory,  Charmin,  Maxwell 
House  and  all  the  rest — had  a  devil  of 
a  time  exorcising  a  damaging  rumor? 
The  false  tale  had  it  that  Smale  had 


P&G's  man  in  the  moon 

The  phone  calls  have  started  again. 

appeared  on  a  TV  talk  show  saying  he 
was  a  follower  of  Satan  and  linking 
the  company  with  devil  worship.  The 
corporate  trademark,  a  crescent 
moonface  and  13  stars,  was  supposed 
to  be  part  of  the  evil  plot.  Soon  the 
company  was  getting  15,000  phone 
calls  a  month  and  losing  sales  to  reli- 
gious boycotts.  Then  denials,  a  few 
lawsuits  and  plugs  from  Billy  Graham 
and  Jerry  Falwell  helped  put  the  ru- 
mor to  rest. 

But  not  forever.  Not  only  were 
P&G's  profits  down  18%,  to  $223  mil- 
lion, in  the  September  quarter — chief- 
ly the  result  of  new  product  introduc- 
tions— but  the  devil  is  back,  too.  P&G 
operators  are  fielding  5,000  calls  a 
month,  primarily  from  the  Midwest. 
"John  Smale  doesn't  want  to  dignify 
these  rumors  by  having  his  name  or 
title  associated  with  them,"  says  a 
P&G  spokesman  in  Cincinnati. 

But  Smale  does  want  to  end  the 
whispering  campaign.  P&G's  logo  ap- 
pears on  most  stationery,  packaging 
and  corporate  buildings,  so  changing 
it  would  be  costly.  Instead,  the  com- 
pany is  sending  50,000  pieces  of  mail 
to  the  areas  involved,  disclaiming  the 
rumor  and  giving  a  history  of  the  133- 
year-old  design:  The  13  stars  repre- 
sent the  original  U.S.  colonies,  and 


the  man  in  the  moon  is  just  that. 

Still,  P&G's  legendary  reticence 
may  not  be  helping  matters.  Smale, 
for  example,  is  a  pleasant,  able  man — 
and  looks  it.  But  he  won't  agree  to 
have  his  picture  taken  for  publication. 
The  company  even  buys  up  all  the 
negatives  when  its  annual-report  pho- 
tos are  shot. 

The  potential  for  trouble  may  even 
be  built  into  Procter  &  Gamble's 
product  line.  What  will  happen  when 
the  rumormongers  discover  that 
P&G's  Duncan  Hines  division  makes 
cake  mix  for  a  mighty  tasty  devil's 
food? — Katharine  Blood 


Local  hero 

Twenty  months  ago  T.  John  Parker 
left  England  and  his  number  two 
job  at  British  Shipbuilders  to  return  to 
his  hometown  of  Belfast.  His  mission: 
Save  the  nationalized  Harland  & 
Wolff  shipyard. 

When  the  government  first  offered 
the  job  to  him,  Parker  declined.  "It's 
not  everybody's  idea  of  paradise  to 
come  to  Northern  Ireland  and  take 
over  a  big  yard  in  the  midst  of  the 
worst  shipbuilding  crisis  since  the 
Thirties." 

Even  so,  James  Prior,  then  Northern 
Ireland  secretary,  persuaded  Parker  to 


T.John  Parker,  chairman  of  Harland  &  Wolff  shipyard  in  Northern  Ireland 
"It's  not  everybody's  idea  of  paradise.  .  .  ." 
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come  home.  "I  had  a  bigger  job  at 
British  Shipbuilders,"  explains  Par- 
ker, 42,  in  his  grand  Victorian  office  at 
Harland  &  Wolff.  "But  it  is  an  enor- 
mous personal  challenge  to  make  this 
yard  a  real  force  in  its  industry." 

Parker,  educated  as  a  naval  archi- 
tect in  Belfast,  started  his  career  at 
Harland  &  Wolff,  working  up  from 
student  apprentice  to  ship  designer  to 
sales  manager.  In  1974  he  moved  to 
northeast  England  to  become  manag- 
ing director  of  a  shipyard  that  is  now 
part  of  British  Shipbuilders.  In  fact, 
until  he  decided  to  set  sail  for  Harland 
&  Wolff,  he  was  on  a  full-speed-ahead 
course  toward  the  top  of  its  larger 
British  counterpart. 

The  Belfast  yard,  famous  for  build- 
ing the  Titanic,  was  nearly  underwater 
when  he  returned.  The  company  had 
lost  about  $250  million  in  seven 
years,  its  order  book  was  low  and  ex- 
tensive layoffs  seemed  certain.  Parker 
furloughed  8%  of  the  yard's  workers, 
chopping  20%  from  the  company's 
1982  deficit  of  $70  million.  He  ex- 
pects further  financial  improvement 
this  year. 

Thanks  to  his  success  at  hustling 
new  business,  H&W's  remaining 
5,400  employees  will  be  busy  until 
the  end  of  1986  on  $265  million  in 
orders.  In  addition  to  building  a  train- 
ing ship  for  the  British  defense  minis- 
try, Parker  won  a  hotly  contested  bat- 
tle to  develop  a  sophisticated  new 
$100  million  oil-production  vessel  for 
British  Petroleum. 

Perhaps  most  interesting,  he  has 
also  agreed  with  Japan's  Ishikawa- 
jima-Harima  Heavy  Industries  to 
build  and  market  its  small  Friendship 
cargo  ship.  This  makes  Harland  & 
Wolff  the  first  European  shipbuilder 
to  team  up  with  the  Japanese.  Parker 
hopes  to  adapt  Japanese  production 
techniques,  jointly  tender  for  future 
contracts  and  use  computers  to  boost 
productivity.  "Our  ambition,"  he  says 
plainly,  "is  to  have  ourselves  regarded 
as  the  most  progressive  shipyard  in 
Europe." — Rosemary  Brady 

French  dressing 

We  do  have  some  problems  with 
our  image,"  says  Jose  Dedeur- 
waerder,  the  new  chief  executive  of 
American  Motors  Corp. 

That's  putting  it  mildly.  In  De- 
troit's great  recovery  year,  with  the 
Big  Three  rolling  up  billions  in  profits, 
AMC  is  just  above  break-even.  Its 
four-wheel-drive  Jeeps  are  selling 
well,  but  its  low-priced  cars  are  slip- 
ping, as  Americans  go  for  more  luxu- 
ry. Some  AMC  workers  are  paid  more 
than  fellow  UAW  members  in  compa- 


rable jobs  at  General  Motors  and  Ford. 
The  lot  of  straightening  all  this  out 
falls  to  a  51 -year-old  Belgian — sent  to 
the  U.S.  by  Renault,  which  owns  46% 
of  AMC. 

Give  Dedeurwaerder  (pronounced 
dead-duh-wahr-DAREJ  points  for  a  stiff 
upper  lip.  First,  he  says  he  is  going  to 
push  volume  up  from  this  year's 
400,000  (half  cars,  half  Jeeps)  to 
750,000  by  1988.  "We  plan  to  intro- 
duce some  high-tech  products,"  he 
explains. 

Next  year,  for  example,  there's  a 
high-priced,  two-seat,  zippy  sports  car 
coming  from  France.  It's  a  $25,000 
model  to  get  well-heeled  customers 


Renault,  specializing  in  manufactur- 
ing and  product  planning.  He  came  to 
American  Motors  in  1981  after  Re- 
nault bought  in,  was  named  president 
and  chief  operating  officer  in  1982, 
and  bounced  up  to  chief  executive  in 
September  of  this  year. 

His  biggest  challenge  may  be  con- 
vincing workers  at  AMC's  Wisconsin 
plant  to  lower  their  average  $13.38- 
an-hour  pay — 50  cents  more  than 
workers  get  at  bigger,  richer  GM  and 
Ford.  But  if  the  job  sounds  tough,  re- 
member that,  to  survive,  American 
Motors  has  been  pulling  off  miracles 
for  30  years. — K.B. 


Eric  Sniuh/Gamma-Liaison 
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New  American  Motors  Chief  Executive  Jose  Dedeurwaerder  in  the  Espace  minivan 
So  what  if  new  models  are  late? 


peeking  in  the  showroom  windows. 
Then,  in  mid- 1986,  he  will  import  the 
Espace  minivan,  which  is  winning 
rave  reviews  in  France.  Dedeur- 
waerder may  eventually  build  the 
Espace  here.  In  mid- 198 7  he  will  have 
a  fancy  car  from  his  Canadian  plant  to 
compete  with  the  likes  of  Ford's 
Thunderbird.  And  in  time,  there  will 
also  be  a  Jeep  pickup  truck. 

"Sure,  we  will  be  a  little  late,"  De- 
deurwaerder readily  concedes.  "But 
there  is  room  in  the  market  for  these 
new  products."  Besides,  he  points  out, 
being  relatively  late  has  not  hurt 
AMC's  subcompact  cars,  the  Alliance 
and  Encore.  "Out  of  22  name  plates, 
we  ended  up  in  third  position  behind 
Ford's  Escort  and  General  Motors' 
Chevette." 

Dedeurwaerder  spent  23  years  with 


Black  box  blues 

In  1980,  after  30  years  in  commod- 
ities at  Merrill  Lynch,  Eugene 
Grummer  took  early  retirement. 
Grummer,  then  56  and  director  of  in- 
ternational trading,  planned  to  spend 
a  year  and  a  half  launching  the  world's 
first  automated  futures  exchange,  and 
then  take  some  time  to  pursue  his 
favorite  sport,  duck  hunting.  Two 
prize  wood  ducks  are  mounted  on  the 
wall  of  his  Manhattan  office. 

Unfortunately  for  Grummer,  those 
dead  ducks  could  end  up  an  apt  sym- 
bol for  his  Intex,  the  International  Fu- 
tures Exchange  (Bermuda)  Ltd.  Its 
launch  this  fall  was  two  years  late  and 
cost  $10  million,  twice  as  much  as 
originally  planned. 

Not  that  Grummer's  basic  idea  is  a 
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A  LIFETIME 


Nb  Other  Car  dealers  your  luck.  But  the  Lifetime  Service 

Call  make  that  Statement.      Guarantee — available  only  at  participati 
Repairs  made  by  service  stations  and  auto        Ford  and  Lincoln- Mercury  dealers  —  lee  I 


dealers  are  usually  guaranteed 
for  a  limited  period  of  time. 
After  that,  you're  riding  on 


LIFETIME 

SERVICE 

GUARANTEE 


nothing  to  chance.  Because  if  an} 
ever  goes  wrong  after  a  paid  cove  s 
repair  is  made,  the  repairing  deal< 


You're  go: 


QUALITY. 


will  fix  it  free  of  charge.  Free  parts.  Free 
labor.  For  as  long  as  you  own  your  Ford, 
Lincoln,  Mercury  or  Ford  light  truck. 

This  offer  is  good  on  thousands  of  parts. 
And  it  makes  no  difference  whether  your 
vehicle  is  just  past  wananty  or  has  passed 


b  love  the  quality. 


the  100,000-mile  mark. 

Ford  Motor  Company  is  committed  to 
building  the  best  vehicles  in  America.  And 
our  dealers  share  that  commitment  to  quality. 

*Available  only  at  participating  dealers.  This  limited  warranty 
covers  vehicles  in  normal  use.  It  excludes  routine  maintenance  parts, 
belts,  hoses,  sheet  metal  and  upholstery. 


Quality  is  Job  1. 


FORD  •  LINCOLN  •  MERCURY  • 
FORDTRUCKS  •  FORD  TRACTORS 
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Eugene  Grummer,  founder  of  the  International  Futures  Exchange 
Idea,  good.  Timing,  bad. 


loser.  Even  the  New  York  Stock  Ex- 
change has  made  concessions  to  com- 
puterization, so  it's  shocking  that  fu- 
tures contracts  are  traded  as  they  were 
a  half-century  ago,  with  manic  traders 
hand-signaling  and  screaming  in  pits 
and  scribbling  orders  on  paper.  With 
trading  volume  over  150  million  con- 
tracts annually,  everyone  in  the  in- 
dustry knows  that  there  are  millions 
of  dollars  in  mistakes  each  year. 

But  Grummer  got  his  timing 
wrong.  He  began  working  on  his  fool- 
proof automated  trading  system  when 
commodities  were  in  turmoil  and 
trading  errors  were  making  headlines. 
Then  computer  foul-ups  delayed  In- 
tex'  debut.  Now  the  market  in  gold — 
which  is  Intex'  first  and,  so  far,  only 
contract — has  slowed,  and  trading 
problems  are  the  least  of  Wall  Street's 
commodity  woes. 

Sure,  if  commodities  markets  do 
take  off,  Intex'  volume  could  increase. 
But  for  now,  the  only  good  news  to 
come  out  of  Intex'  delays  is  that  the 
cost  of  its  custom-designed  computer 
terminals  has  been  halved,  to 
$16,000.  Unfortunately,  only  19  of  In- 
tex' 285  members  have  elected  to  buy 
them.  The  rest  are  waiting  on  the 
sidelines  to  see  if  the  market  succeeds 
before  putting  out  any  more  money. 

It  doesn't  look  good.  Grummer 
aims  for  Intex'  gold  volume  to  hit 


1,000  contracts  per  day  within  the 
first  three  months.  So  far,  the  system 
has  been  averaging  30%  of  that  goal. 
Grummer  wants  to  launch  two  more 
contracts  over  the  next  several 
months,  hoping  thereby  to  boost  daily 
trades  to  6,000  by  next  April.  But, 
instead,  he  may  have  plenty  of  time  to 
go  hunting. — Lisa  Gubernick 


Databoss 

How's  this  for  tough  marching  or- 
ders? A  few  months  ago  Knight- 
Ridder  wooed  Reid  Ashe,  35,  away 
from  Tennessee  and  his  job  as  pub- 
lisher of  the  Jackson  Sun.  He  didn't 
know  exactly  what  post  to  expect 
from  his  new  employer,  but  thought 
he  might  be  in  line  to  run  one  of  K-R's 
established  newspapers.  Instead,  Ashe 
was  made  chairman  of  K-R's  View- 
data subsidiary  and  told  to  remove  the 
hex  from  Viewtron,  its  struggling  vi- 
deotex system  in  south  Florida.  "This 
is  the  best  challenge  we've  got  here," 
Ashe  says  gamely. 

Viewtron,  launched  with  great  fan- 
fare last  year,  was  supposed  to  trans- 
form news  delivery.  Using  a  control 
unit,  a  remote  control  keypad  and  an 
ordinary  TV  screen,  subscribers  may 
read  news,  send  messages,  bank  and 
shop  at  home.  But  so  far  only  2,800 
households  have  signed  up,  about  half 
K-R's  expectations.  "Consumers  are 
not  exactly  beating  down  our  doors 
for  this  thing,"  Ashe  concedes. 

Up  to  now  Ashe,  who  conveniently 
sports  a  degree  in  electrical  engineer- 
ing from  MIT,  had  been  used  to  quick 
success.  After  joining  the  Sun,  owned 
by  the  Des  Moines  Register  and  Trib- 
une Co.,  as  a  reporter,  he  moved  up  to 
executive  editor  in  14  months.  Four 


Greenwood/Gamn 


Reid  Ashe,  chairman  of  Knight-Ridders  Vieu 
Hotshot  in  a  hot  seat. 


data 
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ASSETS 
Current  Assets 
Fixed  Assets 


Land 

Building 

Furniture  and  Equipment 

Intangibles 

Total 

LIABILITIES 

Current  Liabilities 

Long  Term  Debt 

Shareholders* 
Equity 

Total 


How 

to  make  your 

property 

ook  better 
on  paper. 


Real  estate  is  an  asset  which  is 
often  underutilized.  Consid- 
ering that  it's  on  the  balance 
sheet  at  book  value,  chances  are 
your  company's  property  could  be 
working  a  lot  harder.  Frequently 
management  is  unaware  of  the  many 
creative,  potentially  profitable 
options  that  are  open  to  them  on 
any  given  property 

Our  job  is  to  identify  what 
those  options  are.  We're  the  Real 
Estate  Advisory  and  Appraisal  Group 
of  Merrill  Lynch.  We'll  help  you  find 
ways  to  get  the  most  out  of  your 
commercial  real  estate— ways  that 
may  make  a  real  difference  on  your 
corporate  balance  sheet. 

We  perform  a  wide  variety  of 


services  that  can  help  you  make 
sound,  well-informed  decisions: 

Alternate,  Highest,  and  Best-Use 
Studies.  Feasibility  Analyses. 
Appraisals.  Computerized  Cash  Flow 
Analyses.  Sale/Leaseback  Analyses. 
Acquisition/Disposition  Counseling. 
Site  Location  Studies.  Cost-of-Occu- 
pancy  Studies.  Corporate  Relocation. 
Portfolio  Analyses.  Macro  and  Micro 
Research.  And  more. 

So  if  you  have  real  estate  that 
you  think  could  look  better  on 
paper— whether  you're  a  corporation, 
an  institution,  or  a  privately-held 
company— get  a  sound  professional 
opinion  from  people  whose  business 
it  is  to  know.  Talk  to  the  experts. 

Talk  to  us. 


Merrill  Lynch  Commercial  Real  Estate 

Merrill  Lynch 


)  Merrill  Lynch  Realty  Commercial  Services.  Inc   1984 


Atlanta  •  Baltimore  •  Chicago  •  Dallas  •  Los  Angeles  •  Miami  •  New  Orleans  •  Newport  Beach  •  New  York  City 
Orlando  •  Phoenix  •  San  Diego  •  San  Francisco  •  Stamford  •  Tampa  •  Washington,  DC 
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years  later,  at  age  29,  he  was  made 
publisher.  During  his  tenure,  the 
37,000-circulation  paper  thrived. 

K-R,  meanwhile,  has  poured  $35 
million  into  its  videotex  gambit.  Ashe 
says  he  doesn't  have  a  deadline  for 
making  Viewtron  profitable,  but  he 
does  have  some  ideas  about  how  to  do 
it.  One  obvious  problem  is  that  the 
system's  own  hardware,  manufac- 
tured by  AT&T,  costs  $600  retail  and 
does  nothing  but  run  Viewtron.  "We 
may  very  well  quit  pushing  the 
AT&T  terminal  altogether,"  says 
Ashe,  who  wants  Viewtron  to  become 
compatible  with  personal  computers. 
Ashe  also  has  ideas  for  developing 
new  databases  that  could  be  sold  to 
specialized  markets,  including  busi- 
nesses. "Viewtron  as  a  monolithic 
service  for  the  general  public  doesn't 
work,"  he  says. 

Then  there's  geography.  Ashe  loves 
his  new  Miami  home  because  he  can 
scuba  dive  regularly.  But  there  are 
drawbacks.  "This  is  the  worst  place  in 
the  world  to  launch  videotex,"  he 
says.  "The  weather  is  so  good  nobody 
sits  inside  long  enough  to  play  with 
their  television  set  anyway."  K-R  has 
shelved  plans  to  roll  out  Viewtron  to 
18  cities,  but  Ashe  is  reconnoitering 
one  new  market — with  a  less  pleasant 
climate. — Robert  H.  Bork  Jr. 

Situation  wanted 

Joel  Smilow  is  a  confident,  impa- 
tient man.  In  tennis,  he  likes  to 
call  the  shots.  "I  play  an  aggressive 
game,"  he  says.  "I  rush  the  net  a  lot." 

Same  goes  in  business.  Smilow  was 
chairman  of  the  International  Playtex 
division  of  Esmark  when  that  com- 
pany was  snapped  up  by  Beatrice  Cos., 
Inc.  six  months  ago.  In  October  he 
resigned.  "I  didn't  want  to  sneak 
around  looking  for  a  new  job,"  he  ex- 
plains. "I  wanted  to  do  the  honest 
thing." 

No,  he  didn't  jump  before  he  was 
pushed.  Smilow  had  a  bright  future  at 
Beatrice.  Indeed,  Beatrice  Chairman 
James  Dutt,  59,  had  named  Smilow 
executive  vice  president  and  head  of 
Beatrice's  consumer  products  seg- 
ment, which  has  annual  revenues  of 
$3  billion,  compared  with  some  $1.2 
billion  for  Playtex.  Smilow,  51, 
looked  like  a  candidate  to  succeed 


Dutt  when  he  retires  in  six  years. 

But  for  Smilow  it  wasn't  enough. 
"After  15  years  of  managing  Playtex 
on  my  own,  I  didn't  want  to  run  this 
race,"  he  says.  Before  the  Beatrice  bid, 
the  tall,  broad-shouldered  executive 
had  been  bucking  to  succeed  Esmark 
Chairman  Donald  Kelly,  62,  within 
two  or  three  years. 

He  hopes  now  to  become  top  dog  at 
another  company  a  lot  sooner.  Smi- 
low is  working  to  put  together  a  lever- 
aged buyout  or  a  friendly  takeover, 
and  is  talking  with  investment  bank- 
ers and  prospective  sellers.  Ideally,  he 
will  run  a  consumer  products  com- 
pany within  commuting  distance  of 
his  home  in  Westport,  Conn.  Smilow 
could  afford  the  luxury  of  quitting 
Beatrice,  of  course.  When  Beatrice 
came  along  he  had  accumulated  some 
100,000  Esmark  shares,  worth  about 


$6  million  before  taxes. 

Smilow,  who  sports  a  Piaget  Polo 
watch  and  striking  Chinese  gold  cuff 
links,  earned  a  Harvard  M.B.A.  in 
1958  and  went  to  work  for  Procter  & 
Gamble.  Seven  years  later  he  left,  and 
after  working  at  a  marketing  services 
firm,  he  became  president  of  Playtex 
at  the  age  of  36.  For  the  next  15  years 
Smilow  enjoyed  "tremendous  auton- 
omy," producing  dramatic  sales  gains. 
Along  the  way  he  also  developed  the 
reputation  of  being  a  tough  boss — 
"but  fair,"  Smilow  insists. 

Will  things  work  out  as  well  on  his 
own?  Smilow  admits  it's  getting  hard 
to  find  a  good  leveraged  buyout.  In 
fact,  he  would  love  nothing  more  than 
to  discover  a  company  like  Playtex. 
"It's  there  like  the  mirage  in  the  de- 
sert," he  says. — Barbara  Rudolph 


Hank  Morgan 


Job  seeker  Joel  Smilow 
"J  didn't  want  to  sneak  around. 
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Matchless 
insurance  services 


competitors... 
frank B.Hall. 

Frank  B.  Hall,  the  high-perfor- 
mance corporate  protector 
helps  companies  like  yours 
the  world  over  play  to  win  in 
the  fiercely  competitive  busi- 
ness arena.  We'll  handle  your 
insurance  requirements  cost 
effectively.  And  offer  you  the 
most  advanced  risk  manage- 
ment programs  available  any- 
where. 

Serious  competitors  come 
to  Frank  B.  Hall  because  we're 
tough  and  thoroughly  profes- 
sional. We  protect  your  human 
and  financial  resources,  giving 
you  the  strength  to  succeed  in 
your  marketplace. 

Frank  B.  Hall.  For  all  forms 
of  business  protection.  Insur- 
ance placement.  Reinsurance. 
E  &  S  lines.  Employee  benefits 
consulting.  Claims  manage- 
ment. Environmental  risk  man- 
agement. And  special  21st 
century  products  for  virtually 
every  major  industry. 

The  pressure  is  on.  Compe- 
tition is  mounting.  But  there's 
an  insurance  services  compa- 
ny built  to  stick  with  you  while 
you  play  to  win.  Frank  B.  Hall, 
risk  management  services  for 
serious  competitors,  like  you. 


FRANK    B.    HALL    &    CO. 


The  Protection  Hon 


atl    fl^OX     InA     ■■<■:    CrtnL-   I 


Personal  Affairs 


Edited  by  William  G.  Flanagan 


Sure,  you  could  spend  as  little  as  $2,000 
on  a  new  mink  coat.  But  it's  not  as  good  a 
buy  as  one  for  $10,000. 

What's  a  shopper 
to  do? 


By  Jeffrey  A.  Trachtenberg 

T|  HIS  MAY  BE  THE  YEAR  yOU  have 
to  buy  a  fur.  You  may  not  be 
able  to  afford  not  to,  or  so  it 
would  seem  from  the  ads. 

Just  the  other  week,  for  example, 
Bonwit  Teller  in  New  York  City  ad- 
vertised an  all-natural  female  mink 
coat  for  $2,000. 

Meanwhile,  at  Bergdorf  Goodman, 
across  the  street  from  Bonwit's,  prices 
for  seemingly  similar  coats  started  at 
$10,500.  The  difference?  "Good  mer- 
chandising," contends  Susan  Fish, 
president  of  R.K.  Gittelman's  Sons, 
Inc.,  which  operates  the  Bonwit  Tell- 
er fur  salon.  "Quality,"  says  Berg- 
dorf's  fur  buyer  Jack  Cohen. 

And  there  you  have  it:  Never  before 
have  so  many  furs  been  available  in  so 
many  price  ranges.  Never  before  has 
the  consumer  needed  to  know  so 
much  about  furs. 

The  reason  is  imports.  Seeking  low- 
er labor  costs,  American  manufactur- 
ers have  gone  to  the  Far  East  in  recent 
years  in  a  big  way.  In  1983  fur  imports 
were  up  53.2%  over  1982  levels.  In  all, 
imports  accounted  for  1 7%  of  the  $1.2 
billion  in  retail  fur  sales  in  1983.  This 
year  the  flood  of  imports  is  even  high- 
er. For  the  first  six  months  of  1984  the 
value  of  imported  furs  is  up  57.5% 
over  the  first  six  months  in  1983. 

Imports  can  sell  for  substantially 
less  than  furs  made  in  the  U.S.  At 
Bonwit's,  for  example,  the  advertised 
minks  were  made  in  Hong  Kong. 

But  should  you  go  for  the  big  dis- 
count in  price,  you  could  wind  up 


Hand-tailoring  a  fur  coat 

The  skins  should  give,  not  pull. 

with  a  poorer-quality  coat  that  won't 
last  long.  (A  quality  fur  should  last  10 
to  15  seasons.)  Notes  Ernest  Graf, 
who  owns  Ben  Kahn  Furs  in  New 
York,  "The  low-priced  furs  cost  less 
today,  but  they  are  a  bad  investment 
for  tomorrow.  If  the  person  you're  giv- 
ing that  coat  to  won't  wear  it  after  one 
season,  what  good  is  it?" 

On  the  other  hand,  there  are  plenty 
of  customers  wearing  $2,000  minks 
who  swear  by  them.  Says  Susan  Fish: 
"Our  coats  will  last  as  long  as  any." 

What's  a  shopper  to  do?  If  you  are 
looking  for  a  fur,  here  are  some  things 
to  keep  in  mind. 

Mink  remains  the  most  popular  fur, 
and  you  should  expect  to  spend 
$9,500  to  $25,000  for  a  top-quality 
coat.  It  should  be  made  primarily 
from  female  skins,  which  are  lighter 
in  weight,  more  silky  and  more  lus- 
trous than  male  skins.  More  female 
skins  also  result  in  longer  wear. 

One  quick  way  to  judge  the  quality 
of  a  coat  is  to  look  under  its  silk 
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Bergdorf's  samples.-,  a  $17,500  Claude  Montana  mink,  a  $125,000  Galanos  lynx 
The  value  is  more  than  skin-deep. 


lining;  in  the  finest  coats,  says  Graf, 
the  lining's  lower  edge  is  free.  The 
white  hide  should  be  clean  and  free  of 
hair.  Most  of  the  finest  mink  coats  are 
made  in  the  U.S.,  so  check  the  coun- 
try of  origin  on  the  label. 

Lower-priced  coats,  usually  made 
from  male  skins,  are  heavier  and  more 
bristle-like.  Often  they  are  color-add- 
ed, which  means  the  skins  have  been 
dyed  to  achieve  a  uniform  color.  Lat- 
er, when  that  coat  oxidizes,  as  all 
coats  do,  the  coloring  will  be  uneven. 

Because  a  budget  fur  coat  manufac- 
turer is  so  concerned  about  cost,  he 
uses  the  minimum  number  of  skins 
possible,  which  means  his  skins  are 
tightly  stretched.  As  a  result,  the  coat 
may  well  look  ratty  in  a  year  or  two, 
because  the  elbows  and  edges  will 
wear  out  quickly. 

There  are  two  layers  to  a  mink.  The 
outer,  or  guard,  hairs  give  a  coat  its 
silky  quality.  The  underfur  separates 
the  guard  hairs  from  the  leather  hide. 
When  the  skins  are  stretched  too 
tightly,  the  guard  hairs  break  more 
easily,  the  underfur  wears  out  and  the 
leather  cracks.  The  result:  The  coat  is 
left  hanging  in  the  closet. 

A  shopper  who  takes  the  time  to 
examine  a  group  of  $9,500-and-up 
minks  and  a  group  of  $2,000  coats 
may  quickly  see  differences  in  the 
suppleness  of  the  skins  used  as  well  as 
in  the  quality  of  the  manufacturing. 

According  to  Graf,  the  best  natural 
dark  minks  are  Black  Willow  skins, 
which  are  ranched  in  Coalville,  Utah. 
Black  Willow  coats  cost  $16,000  to 
$25,000  each,  and  there  are  only 
enough  skins  to  make  75  coats  a  year. 

Mink  isn't,  of  course,  your  only 
choice  among  furs.  If  you're  thinking 
of  buying  a  luxury  fur,  you  might  con- 
sider one  of  three  kinds  of  lynx.  The 
North  American  cat  lynx,  which  is 
trapped  from  Texas  to  Canada,  usual- 
ly retails  for  $10,000  to  $22,000  and 
tends  to  be  heavily  spotted.  Then 
there  is  the  Canadian  lynx,  which  re- 
tails for  $15,000  to  $40,000,  is  lighter 
in  color  and  usually  has  fewer  spots. 
Finally  there  are  Russian  lynx  coats, 
whose  skins  are  sold  at  auction  in 
Leningrad  in  very  limited  numbers. 
Coats  made  from  the  flanks  of  Rus- 
sian lynx  are  all  white  and  cost 
$125,000  to  $250,000.  Even  at  those 
prices,  lynx,  like  all  long-haired  furs, 
sheds.  And  the  coats  usually  wear 
around  the  cuffs  and  at  the  elbows. 

Also  popular  in  the  luxury  category 
are  sables.  Because  sable  hides  are  un- 
usually soft,  they  are  difficult  to  cut 
and  sew.  There  are  few  experienced 
sable  cutters  left  in  this  country,  ex- 
plaining in  part  why  sable  coats  are  so 
expensive.  Coats  made  from  the  fin- 
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est  dark  Russian  sable  skins  range  in 
price  from  $25,000  to  $150,000. 

As  in  other  apparel  businesses, 
fashion  counts  in  furs.  The  most  inno- 
vative fur  designers  in  Europe,  says 
New  York  furrier  Charles  Kehoe,  are 
the  Fendis  of  Italy.  But  top  American 
ready-to-wear  designers  such  as  Ga- 
lanos  and  Bill  Blass  are  also  in  the  fur 
business,  licensing  their  names  to  fur 
manufacturers.  The  fashion  this  year: 
furs  worn  at  midcalf  to  ankle  level, 
square  at  the  shoulders  and  cut  deep 
under  the  arms. 

Note:  It's  possible  to  buy  previously 
owned  top-quality  furs  at  auction  or 
from  less-than-household-name  furri- 
ers. Be  careful.  Your  aim  is  to  get  a 
quality  fur  from  a  seller  who  backs  his 
merchandise. 

A  top-notch  furrier  will  also  offer 
custom  fitting.  He  will  be  able  to 
clean,  glaze  and  store  a  coat  at  the  end 
of  the  season — essential  for  maintain- 
ing a  fur's  luster.  And  he  will  be  able 
to  make  minor  repairs,  including  fix- 
ing rips  or  tears.  If  the  retailer  can't 
offer  those  services,  shop  elsewhere. 


Inside  cifnr  storage  vault 

Every  retailer  should  have  one. 


Whether  you  are  an  entrepreneur  or  a 
lonely  sales  rep,  the  instant  office  is  waiting 
to  serve  you,  here  and  abroad. 

One  office  with 
the  works,  please 


By  Anne  HcGrath 


Executive  recruiters  Barbara  Fur- 
man  and  Carol  Palmer  finally  de- 
cided to  quit  their  large  search  firms 
and  strike  off  on  their  own.  Bold 
move,  considering  they  had  no  office 
space,  no  telephones,  no  secretarial 
help,  not  even  a  mail  drop.  Yet  in  a 
single  day  they  were  in  business — in  a 


fashionable  New  York  office  at  237 
Park  Avenue,  complete  with  all  the 
services  they  needed.  No  capital  in- 
vestment, no  lease,  no  time  spent 
looking  for  space  or  interviewing  of- 
fice help. 

Furman  and  Palmer  are  among  a 
growing  group  of  entrepreneurs,  sales 
reps  and  water  testers  for  firms  look- 
ing at  new  markets  who  have  discov- 
ered the  joys  of  the  instant  office.  In 
dozens  of  cities  it  is  now  possible  to 
rent  fully  equipped  space  on  a  short  - 
or  long-term  basis  in  a  trice.  You 
move  into  an  already  humming, 
staffed  office  and  hang  your  hat  for  as 
long  as  you  want. 

For  some  traveling  businessmen, 
that  may  mean  as  little  as  a  couple  of 
hours  for  a  meeting.  For  local  startups 
or  one-man  outposts  far  from  head- 
quarters, it  might  mean  months  or 
years — until  the  staff  grows  large 
enough  to  justify  larger,  more  perma- 
nent quarters. 

David  Silber,  vice  president  for 
marketing  with  San  Francisco-based 
Headquarters  Cos.  (whose  network  of 
64  such  business  centers  now  serves 
47  cities  and  11,000  clients),  says  that 
paying  a  premium  rent  for  an  all- 
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The  1985  Chrysler  Fifth  Avenue 

Luxury  With  The  Utmost  Respect 

For  Your  Money 

Chrysler  Fifth  Avenue  may  cater  to  the  rich,  or  those  in  comfortable 
circumstances.  But  never. . .  never  the  foolish.  Because  with  all  its  inherent  luxury 
it  chooses  not  to  ignore  value. 

For  example,  it  is  the  only  luxury  car  at  its  price  that  gives  you  a  5-year/ 
50,000-mile  Protection  Plan*  It  also  has  established  an  impressive  record  in 
resale  value.  One  that  compares  favorably  with  Lincoln  and  Cadillac** 
Its  list  of  luxury  items  that  come  standard  is  a  tale  unto  itself. 
Outstanding  features  crowd  the  list,  but  we  will  not  bore  you  with 
a  complete  detailing  of  all  49.  Here  are  a  notable  few: 
IL  Authentic  V-8  power  •  Power  features  that  strip  away  the 

I  drudgery  of  driving  •  Air  Conditioning  •  Anti-noise  barriers 

I  for  a  deep  inner  quiet  •  Full  6-passenger  room  with 

I  plush-pillowed  comfort. 

Chrysler  Fifth  Avenue.  It  just  may  be  the  best  luxury 
IS*"*  car  va'ue  'n  America  today.  Buy  or 

^  lease  one  at  your  Chrysler-Plymouth  dealer. 

I  Buckle  up  for  safety. 


Chrysler 


Chrysler.  Best  built,  best  backed  American  cars.+ 

•Whichever  comes  first  Limited  warranties  on  powertram  and  outer  body  rust-through  Deductible 
applies  Excludes  fleet/leases  Dealer  has  details  "According  to  recent  NADA  reports  tLowest 
percent  of  NHTSA  safely  recalls  for  '82  and  83  models  designed  and  built  in  North  America 
Best  backed  based  on  warranty  comparison  of  competitively  priced  vehicles 


Pan  Am  Proudh 
The  Arrival  Of  Ou 


£^5r, 


\nnounces 
Vlillion  Dollar  Baby. 


kAms  Putting  A  Million  Dollars  Into  Every  747  We  Fly, 
lb  Make  Sure  Clipper  Class  Is  The  Business  Class  To  Beat. 


For  an  airline  with  the  world's 
irgest  fleet  of  passenger  747's, 
nat's  quite  an  expense. 

But  for  an  airline  dedicated  to 
srving  international  business 
iers,  it's  an  investment  in  the 
lture. 

The  money's  going  for  spacious 
x-across  seating,  with  wide  new 
>ats  and  more  legroom  than  many 
irlines  offer  in  First  Class. 


For  huge  new  overhead  bins 
We  times  larger  than  before,  with 
Dom  for  several  garment  bags 
lid  out  flat. 


For  a  new  state-of-the-art 
video  system  that  provides  bigger, 
brighter,  clearer 
movies,  and 
comfortable  new 
electronic  stereo 
headsets  specially 
designed  for  high 
I  altitude  hi-fidelity. 
For  a  gracious  new 
international  meal 
service  created  by  12 
famous  chefs,  and  much, 
much  more. 

It's  Pan  Am's  new 
Clipper®  Class.  And  a 
million  dollars  says 
it's  the  business  class' 
to  beat. 

Pan  Am's  New  Clipper  Class. 

^fou  Can't  Beat  The  Experience! 


Jtol 
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dressed-up-and-ready-to-go  office  is 
usually  a  bargain  for  the  entrepreneur 
or  an  expanding  company  that  wants 
to  conserve  its  capital.  "We  represent 
a  way  to  get  into  business  quickly  and 
flexibly,"  he  says.  "We're  not  a  very 


sharedreception  area,  conference  room 
time,  support  staff  and  equipment.  In 
addition,  you  can  buy,  on  a  pay-as-you- 
go  basis,  such  extras  as  teleconfer- 
encing, telex  and  facsimile  transmis- 
sion, catering  and  travel  services. 

On  the  other  hand,  you  have  the 
option  of  paying  $500  a  month  for  the 
merest  foothold:  two  hours  of  office  or 
conference  room  time  per  month  and 
someone  to  answer  the  phone  with 
your  company  name.  Any  further 
time  or  services  you  buy  a  la  carte. 

Because  of  the  freedom  from  long- 
term  commitment,  tiny  startups  or 


ence  in  a  market  and  is  hiring,"  says 
Silber,  "clearly  there  comes  a  time 
when  our  concept  doesn't  fit." 

If  you're  a  client  of  a  firm  with  a 
network  of  centers,  such  as  Headquar- 
ters or  the  smaller  New  York  City- 
based  OmniOffices — which  generally 
requires  a  year's  lease — you  will  most 
likely  have  access  to  similar  centers 
in  other  cities.  Even  if  you're  not  a 
Headquarters  renter,  you  can  get  an 
office  for  the  day  if  you  have  a  Citi- 
corp Diners  Club  card. 

If  you  need  office  space  abroad, 
World-Wide  Business  Centres  has  fa- 


Wayne  Sorce 


Reception  area  and  conference  room  at  Headquarters'  New  York  business  center 
In  business  in  a  single  day. 


good  deal  if  you're  looking  just  for 
office  space.  What  we're  really  offer- 
ing is  a  service  support  package." 

And  that  is  why  Louisville,  Ky.'s 
Citizens  Fidelity  Bank  recently  took 
an  instant  office  in  San  Francisco.  The 
bank  had  formed  a  new  financial  ser- 
vices subsidiary,  and  Ralph  Emerson, 
its  West  Coast  representative,  moved 
into  a  luxurious  office  complex  where 
he  rents  space  for  only  20  hours  a 
month.  He  pays  for  secretarial  ser- 
vices as  needed,  knows  his  phone  will 
be  answered  while  he  travels  and — 
best  of  all — has  access  to  similar  fa- 
cilities up  and  down  the  coast. 

The  instant  office  doesn't  come 
cheap,  of  course.  The  most  complete 
service  plan  at  Headquarters'  floor  at 
237  Park  Avenue,  for  example,  can  run 
as  high  as  $5,000  a  month.  That  in- 
cludes full-time  use  of  an  office,  the 


new  divisions  can  incubate  in  a 
shared-resource  center  and  see  how 
things  work  out  without  investing 
capital  or  hiring  support  personnel. 

Martha  Burke-Hennessy,  whose 
five-person  arm  of  the  Canadian 
Broadcasting  Corp.  occupies  four  of- 
fices in  the  Park  Avenue  complex, 
views  the  center  as  a  good  intermedi- 
ate solution  to  her  problem. 

"We  expanded  from  the  CBC  offices 
across  the  street,  and  we  needed  space 
fast,"  she  says.  "There  wasn't  time  to 
wait  for  the  Canadian  government  to 
approve  a  long-term  lease  for  space  of 
our  own.  We're  also  very  busy  and 
understaffed,  so  we  can  use  the  help. 
For  us,  it's  a  six-month-to-a-year  ar- 
rangement. After  that  it's  expensive." 

Probably  inappropriate,  too.  "If 
you're  a  well-established  company 
that  wants  to  build  a  significant  pres- 


cilities  in  a  dozen  foreign  locations,  in 
addition  to  New  York  and  Palm 
Beach.  They  are  London,  Amsterdam, 
Bombay,  Athens,  Zurich,  Madrid,  Du- 
bai, Brussels,  Milan,  Paris,  Rome  and 
Singapore.  There  are  a  number  of 
plans  available;  you  can  even  rent  a 
World-Wide  office  for  a  day  or  two 
with  your  American  Express  card. 

If  the  idea  of  an  instant  office 
strikes  a  chord,  here  are  some  address- 
es to  start  with: 

Headquarters  Companies,  3  Embarca- 
dero  Center,  San  Francisco,  Calif. 
94111;  800-227-3004  (in  California 
800-652-1848). 

World-Wide  Business  Centres,  575 
Madison  Avenue,  New  York,  N.Y. 
10022;  212-605-0200. 

OmniOffices,  122  East  42nd  Street, 
New  York,  N.Y.  10168;  212-867-5750. 
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nadian,  add  $17 
ear.  Elsewhere,  add 
5  a  year. 


Please  enter  additional  gifts  on  separate  sheet  and  enclose  with  order. 
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Careers 


Meet  three  recent  graduates  from  presti- 
gious universities  who  have  had  trouble 
finding  jobs . . .  and  three  job  counseling 
experts  who  tell  them  why. 

It  takes  more 
than  a  degree 

By  John  A.  Byrne 

Each  year  many  thousands  of  college  graduates,  some  of  them  holding  advanced 
degrees,  fail  to  connect  in  the  workforce.  Why? 

Demographics  tell  part  of  the  story — there's  another  graduate  glut.  The  economy  is 
also  undergoing  fundamental  change.  And  university  placement  offices  are  often 
wtderstaffed and  unable  to  do  the  hand-holding  many  graduates  apparently  need. 

Nevertheless,  there's  no  getting  away  from  the  fact  that  graduates  themselves  are 
doing  something  wrong.  They  simply  don't  know  how  to  get  hired. 

In  an  effort  to  find  out  how  these  job-seekers  can  connect,  Forbes  sought  out  three 
graduates  of  top  universities  who,  more  than  a  year  after  graduation,  are  still  looking 
to  get  their  careers  in  gear. 

We  found  a  Cornell  University  1982  grad  with  a  B.S.  in  industrial  and  labor 
relations,  a  Georgetown  University  1983  grad  with  a  B.A.  in  English  and  a  Duke 
University  M.B.A.  who  graduated  1 V2  years  ago. 

We  then  arranged  for  three  career  experts  to  hear  their  stories  and  find  out  u  hat 
went  wrong  with  their  job  searches.  Enlisted  were: 

John  Crystal  and  Nella  Barkley  of  New  York  City's  John  C  Crystal  Center,  a  career 
transition  group  thatproi  'ides  counseling  and  guidance  to  professionals; 

Alexander  Sussman,  executive  vice  president  of  Dunhill  Personnel  System  Inc.,  a 
nationwide  employment  service  that  places  6,000  annually  in  jobs; 

Ed  Mosier,  who  boasts  25  years  of  experience  in  personnel  relations  and  recruiting, 
including  the  last  5  as  placetnent  director  of  Carnegie-Mellon  University's  Graduate 
School  oj  Industrial  Administration  in  Pittsburgh. 

Here  are  the  graduates'  stories: 


A  job,  yes; 
a  career,  no 

argaret  (Peggy)  Donovan  gradu- 
ated from  Cornell  University's 
prestigious  School  of  Industrial  &  La- 
bor Relations  with  her  B.S.  degree 
more  than  two  years  ago.  On  her  way 
to  class  each  day,  she  would  pass  the 
fading  black-and-white  portraits  of  la- 
bor leaders  and  industrialists  that  line 
the  walls  of  Ives  Hall  at  Cornell.  Past 
Henry  Ford  and  Jay  Gould  on  one  side 
and  Eugene  Debs  and  John  L.  Lewis  on 
the  other.  Her  hopes  for  a  career  in 
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labor  negotiations  were  high. 

But  nothing  came  of  her  on-campus 
interviews  with  Hewlett-Packard  and 
International  Paper,  nor  her  300-re- 
sume  blitz.  Today  she  lives  in  Ithaca, 
N.Y.  Sliding  her  tall,  thin  frame  be- 
hind the  wheel  of  an  aging  Dodge 
Colt,  Donovan,  who  turned  24  in  No- 
vember, still  speaks  optimistically.  In 
the  backseat  are  well-thumbed  copies 
of  self-help  books  such  as  Go  Hire 
Yourself  an  Employer  and  Where  Do  I  Go 
From  Here  With  My  Life? 

Donovan  is  no  slouch.  Having  been 
graduated  from  high  school  a  year  ear- 


ly, she  went  to  New  Zealand  as  a 
Rotary  exchange  student  for  what 
would  have  been  her  senior  year.  She 
is  perky  and  personable.  Why  Cor- 
nell? Because,  "however  ridiculous  it 
seems  now,  I  thought  that  I  could  get 
a  job  in  labor  relations.  The  school 
had  a  very  high  placement  rate  in 
1979-80. 1  went  there  because  the  sta- 
tistics led  me  to  believe  it  would  be  a 
safe  bet." 

But  when  she  was  graduated  in 
1982,  jobs  of  any  stripe  were  scarce. 
Unable  to  find  a  job  on  her  own, 
Donovan  spent  three  months  working 
as  a  secretary-researcher  for  her  older 
sister,  a  lawyer  in  Ithaca,  N.Y.,  then 
broadened  her  search  outside  the  area. 
She  went  to  Boston  and  roomed  with 
a  brother  while  looking  for  a  job. 

But  most  of  her  ten-month  stay 
there  was  spent  waitressing  at  a  Cam- 
bridge coffee  house.  Donovan  found 
one  career-related  part-time  job  in 
Boston — with  a  management-labor  ar- 
bitrator, a  Cornell  alumnus  and  for- 
mer state  labor  relations  commission- 
er. She  had  made  that  contact  through 
Cornell's  placement  office.  The  job 
lasted  only  a  few  months,  since  there 
were  not  enough  projects  to  keep  her 
employed  full  time. 

In  Boston,  scouring  newspaper  ads 
and  trudging  to  employment  agen- 
cies, Donovan  filled  out  as  many  as  50 
job  applications.  Still  nothing.  At  one 
point,  she  left  Boston  for  Chapel  Hill, 
N.C.,  where  another  sister  was  in 
school.  Every  other  day  for  a  month, 
she  interviewed  without  success. 

Finally,  she  returned  to  upstate 
New  York  and  settled  into  a  small 
real  estate  firm.  There  were  no  ads,  no 
resumes  or  letters  written  to  get  that 
job.  The  owners  of  the  firm  are  long- 
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time  family  friends,  and  her  sister  is 
married  to  one  of  the  sons. 

The  job,  however,  strikes  her  as  a 
dead  end:  "However  enjoyable  a  way 
station,  it's  not  a  career  job." 

"Overqualified  and 

underexperienced"? 

When  I  left  Duke  University  with 
my  M.B.A.,  I  felt  I  had  a  pretty 
bright  future,"  says  Lester  Biren- 
baum,  an  articulate  and  engaging  25- 
year-old.  "I  was  looking  for  a  human 
resource  position  in  a  large  corpora- 
tion where  I  could  sample  a  couple  of 
jobs  over  a  few  years  to  see  what 
would  be  best  for  me." 

Birenbaum,  who  was  graduated  in 
May  1983,  never  found  that  job.  But 
not  for  lack  of  trying.  Seven  months 
before  his  graduation,  he  had  begun 
his  search  by  drawing  up  a  list  of  30 
corporations,  including  General  Elec- 
tric and  United  Technologies,  that  he 
thought  could  offer  him  rapid  growth 
and  good  training.  He  wrote  letters, 
followed  them  up  with  phone  calls 
and  asked  for  interviews.  Sometimes 
he  couldn't  even  get  past  a  secretary. 
In  nearly  every  other  case,  the  re- 
sponse was  sympathetic  but  negative. 
On-campus  interviews  with  compa- 
nies such  as  Control  Data  Corp.  and 
Eli  Lilly  yielded  no  offers. 

"I  originally  thought  human  re- 
source management  offered  more 
growth  and  allowed  greater  creativity 
than  accounting,"  Birenbaum  says. 
His  interest  in  the  field  was  spawned 
in  1980  when,  as  a  summer  intern  at 
Prime  Computer,  he  developed  with 
another  student  a  proposal  for  an  em- 
ployee health  and  fitness  program.  So 
Birenbaum  went  for  an  M.B.A.  be- 
cause he  thought  it  would  help  him 
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land  a  job  in  human  resources.  But 
when  he  was  graduated  few  compa- 
nies had  openings  in  the  field.  "I  end- 
ed up  overqualified  and  underexper- 
ienced," he  says. 

Nonetheless,  with  M.B.A.  in  hand, 
he  went  home  to  Waterbury,  Conn, 
and  started  a  mail  campaign,  combing 
want  ads  in  the  National  Business  Em- 
ployment Weekly  and  the  New  York 
Times.  He  reckons  he  sent  out  over  100 
letters  and  resumes  from  June 
through  October  of  last  year. 

He  occasionally  came  close.  He  al- 
most landed  a  job  with  Mobil,  thanks 
to  a  connection  from  a  summer  in- 
ternship as  a  benefits  planning  assis- 
tant in  1982.  Birenbaum  got  the  sum- 
mer job  after  meeting  a  Mobil  execu- 
tive at  Duke.  "But  in  1983  the 
company  hired  only  a  few  people  into 
human  resource  management,"  he 
says,  "and  I  think  I  just  missed." 

Giving  up  hope  for  his  dream  job, 
Birenbaum  switched  gears,  trying  to 
market  himself  into  a  financial  post 
on  the  strength  of  finance  courses  at 
Duke.  Personal  tragedy  struck  when 
his  mother  was  diagnosed  as  having 
cancer  a  year  ago.  He  curtailed  his  job 
search,  preferring  to  stay  near  home. 
His  mother  died  in  August. 

A  disappointed 
bank  teller 

Elisabeth  Monaco  and  her  George- 
town roommates  would  often 
huddle  around  the  dinner  table  in 
their  cramped  dormitory  apartment 
plotting  job  strategies.  While  many  of 
her  fellow  seniors  partied,  Monaco 
was  preparing  a  professionally  printed 
resume  eight  months  before  being 
graduated  in  May  1983.  "I  wanted  to 
find  one  company  where  I  could  say, 
'This  is  it  for  the  next  25  years,'  "  she 


says.  "Once  there,  I  was  sure  I  would 
find  my  niche." 

Her  early  preparation  went  for 
naught.  Targeting  investment  houses, 
department  stores  and  cruise  lines  out 
of  a  New  York  phone  book,  she 
cranked  out  150  resumes  and  letters 
before  graduation.  There  were  fewer 
than  ten  replies. 

Her  best  bet:  a  shot  at  an  $18,000 
entry-level  job  in  operations  at  Gold- 
man, Sachs.  "The  personnel  depart- 
ment made  it  sound  like  I  had  the 
job,"  she  says.  "They  told  me  I  should 
call  back  at  the  beginning  of  June.  But 
when  I  did,  they  asked,  'Who  are  you?' 
It  was  too  late.  They  had  hired  a  lot  of 
people  already  and  couldn't  hire  me." 

Unlike  many  students,  Monaco  had 
a  career  goal  when  she  applied  to 
Georgetown.  Daughter  of  Italian  im- 
migrants, she  wanted  to  become  a 
Russian  translator.  At  Georgetown, 
she  dutifully  attended  two-hour  in- 
tensive Russian  classes  that  began  at 
8:15  a.m.  every  weekday.  At  night 
there  were  six  hours  of  homework. 

But  "most  of  the  class  had  some 
background  in  Russian,"  the  23-year- 
old  says.  "I  wasn't  very  good  at  it,  so 
there  was  this  general  feeling  of  dread 
every  time  I  went  to  class."  An  avid 
reader,  she  became  an  English  major. 

Her  on-campus  interviews  were 
few.  "Most  of  the  companies  wanted 
people  with  undergraduate  degrees  in 
business  or  economics,"  she  says. 
And  when  she  did  gain  an  interview, 
"I  became  too  agreeable,  polite  and 
nice.  I  should  probably  have  shown 
that  I'm  more  aggressive." 

Returning  to  New  York,  Monaco 
tried  the  employment  agency  route. 
"I  was  told  to  come  back  when  I  could 
type  or  take  steno.  I  said,  'But  I  went 
to  Georgetown.'  " 
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Have  you  noticed  lately 
how  many  car  makers  are 
talking  about  quality? 

Suddenly,  it  seems,  things 
like  quality  and  durability 
and  safety  are  "in." 

At  Volvo,  these  things  have 
never  been  out.  For  over  50 


years,  we've  believed  that  an 
automobile  should  be  a  solid, 
durable,  highly  functional 
investment. 

And  this  year,  as  you  can 
see,  we're  offering  more 
investment  opportunities 
than  ever  before. 


Starting  with  the  eleg 
new  Volvo  700  series. 

The  Volvo  760s  and  1, 
new  740s  offer  unmatcH; 
luxury  and  performana> 
combined  with  a  distini! 
aerodynamic  design. 

You  also  have  an  imf 


t  choice  of  engines  which 
ludes  three  high-perform- 
fce  turbo-charged  models. 
Naturally,  we  also  offer  the 
-'of  cars  that  has  made 
jvo  famous  for  workman- 
P  and  quality:  the  Volvo 
j)  series.  These  include 


4-door  sedans,  as  well  as  our 
classic  5-door  station  wagon. 

With  all  these  choices, 
shopping  for  a  Volvo  this 
year  should  be  more  interest- 
ing and  rewarding  than  ever 
before. 

But  the  important  thing  to 


remember  is  that,  no  matter 
which  Volvo  you  choose,  you 
get  something  not  many  car 
makers  can  offer  you  in  the 
area  of  quality. 
A  50  year  head  start. 

VOLVO 

A  car  you  can  believe  in. 


Careers 


Maggie  SteberOullien  Pholo 


One  agency  in  East  Hampton,  N.Y., 
near  where  she  lives,  finally  called 
with  a  job — as  receptionist  at  the  John 
Drew  Theater  of  Guild  Hall  there.  Six 
weeks  later  she  was  released  in  a  bud- 
get cutback.  "I  was  heartbroken.  I  fig- 
ured if  I  couldn't  keep  this  job,  how 
could  I  ever  get  anything  else?" 

She  did,  though.  For  the  past  year 
she  has  been  a  teller  at  a  local  S&L. 
"There's  no  mobility  unless  someone 
dies,"  she  says.  "People  don't  quit." 

What  went  wrong? 

All  three  are  suffering  from  a  lack  of 
realistic  guidance  in  the  entire 
job  search  process,"  says  John  Crystal. 

Take  Peggy  Donovan.  She  went  to 
Cornell  not  because  of  a  genuine  in- 
terest in  labor  relations  but  because 
she  thought  that,  in  terms  of  career 
building,  it  was  a  "safe  bet."  While 
her  classmates  were  off  on  intern- 
ships with  Kodak  and  Xerox  during 
winter  breaks  and  summer  vacations, 
Donovan  was  waitressing.  That  gave 
them  a  head  start  on  a  first-time  job. 
"She  wasn't  thinking  of  what  she 
would  do  until  cut  time  was  here," 
says  Ed  Mosier. 

"It's  like  someone  who  studies  to 
become  an  electrician  but  doesn't 
want  to  mess  with  electricity,"  says 
Alexander  Sussman.  Her  job  search, 
he  feels,  was  conducted  haphazardly, 
where  relatives  were  situated  rather 
than  where  the  jobs  were.  "She  was 
hanging  out  in  Boston  and  Chapel  Hill 
hoping  to  be  discovered." 

Now,  in  upstate  New  York,  the  op- 
portunities are  unsurprisingly  few. 
"She's  fishing  in  a  very  small  pond," 
says  Sussman.  His  advice:  Broaden 
her  search  outside  the  area,  looking 
for  companies,  not  jobs.  He  thinks  she 
should  research  a  company  fully  be- 
fore the  interview,  the  better  to  pack- 
age herself  for  the  job. 

Mosier  suggests  a  slightly  different 
tack:  "She  should  apply  at  the  plant 
level,  rather  than  the  corporate  office. 
She  should  try  to  get  into  a  plant's 
personnel  department  in  almost  any 
capacity.  Once  there  she  could  lever- 
age herself  into  something  that  will 
best  suit  her." 

What  about  Birenbaum?  "Lester 
sold  himself  short  using  the  typical 
resume  mail  campaign,  employment 
agency  and  want-ad  routes,"  says 
Crystal.  "The  few  interviews  that  re- 
sulted were  either  totally  inappropri- 
ate or  perfunctory  efforts.  Lester 
needs  to  present  his  interest  to  deci- 
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1  Georgetown  grad  Elisabeth  Monaco 
1  "Employment  agencies  told  me 
1  to  come  back,  when  I  could  type 
I  or  take  steno.  I  said,  'But  I  went 
..  1  to  Georgetown.'  " 

sion  makers,  like  that  Mobil  execu- 
tive. Lester  should  tell  them  that  if  he 
feels  he  would  be  a  good  match  he 
will  return  to  talk  about  a  job  at  a  later 
time.  He  first  should  decide  where  he 
would  most  like  to  work." 

Nella  Barkley  of  the  Crystal  Center 
also  advises,  as  she  always  does,  to  do 
away  with  the  resume.  She  believes 
resumes  never  get  people  jobs,  they 
simply  screen  them  out.  Better  to 
write  a  strong,  concise  letter  or  con- 
tact the  firm  directly  through  a  refer- 
ral. In  Birenbaum's  case,  "his  resume 
does  him  absolutely  no  favor  because 
it  lists  his  present  position  as  substi- 
tute teacher  at  three  local  high 
schools.  It  says  nothing  about  the  fact 
that  he  is  called  back  almost  daily 
because  of  his  ability  to  manage  the 
kids.  That  would  seem  to  underscore 
his  people-management  skills." 

Mosier  believes  Birenbaum  focused 
too  narrowly.  "He  should  have  been 
pursuing  both  human  resource  and 
finance  jobs  from  the  start." 

Sussman  faults  Birenbaum's  job 
search  for  failing  to  use  Duke  alumni. 
"If  you  stop  at  the  placement  office, 
you  haven't  used  the  university's  full 
resources,"  he  says.  "Let's  say  he 
wants  to  work  for  Philip  Morris.  Find 
out  through  the  alumni  office  who  is 
from  Duke,  call  them  and  find  out 
what  the  company  is  like,  whether 
there  are  any  opportunities  now  or  in 
the  future.  Even  if  he  knows  of  none, 
ask  him  to  whom  you  should  write 
and  send  a  resume.  This  way  you  gain 
a  competitive  edge  over  the  masses." 

And  Monaco?  Like  Donovan,  she 
lacks  a  clear  sense  of  direction.  She 
may  have  sent  out  resumes  and  letters 


before  many  other  Georgetown  stu- 
dents, but  she  didn't  really  know 
what  she  wanted  to  do.  Neither  did 
she  direct  her  letters  to  "decision 
makers."  And  when  there  was  no  re- 
sponse, Monaco — like  Donovan  and 
Birenbaum — didn't  aggressively  force 
responses  by  asking  for  interviews 
anyway. 

"She  thought  that  Georgetown 
would  open  the  doors,"  says  Sussman. 
"But  she  didn't  know  wbat  doors  to 
open."  Moreover,  says  Crystal,  she 
lacks  self-confidence.  "Elisabeth  is 
failing  to  see  her  very  literacy  as  a 
highly  valued  skill."  Crystal  suggests 
that  she  begin  by  "asking  for  a  chance 
to  write  about  her  bank's  activities  for 
local  publications." 

Mosier  counseled  Monaco,  who  al- 
ready writes  for  her  S&X's  newsletter, 
to  use  her  English  major  to  get  into 
writing  instruction  booklets  and 
manuals  for  companies — a  common 
route  for  English  majors.  He  is  work- 
ing at  setting  up  an  informational  in- 
terview for  her  with  a  friend  at  a  high- 
tech  company  in  Boston. 

Do  the  experts  know  what  they're 
talking  about?  Well,  Lester  Biren- 
baum thinks  so.  Like  the  other  candi- 
dates, Birenbaum  spoke  to  the  coun- 
selors at  length  about  his  job  searches 
and  has  finally  hit  pay  dirt.  The  job  is 
in  finance,  where  they  said  he  should 
have  been  looking  all  along.  He  was  to 
begin  work  Nov.  26  as  an  assistant 
financial  manager  for  a  computer 
leasing  company  on  Long  Island.  And 
how  did  he  find  the  job?  Through  a 
former  Duke  M.B.A.  classmate,  just 
as  the  experts  suggested. 
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Nothing  else  feels  like  real  gold.  O-' 


Fansteel's  materials  technology  produces  titanium  pressure  vessels 
used  in  weather,  communication,  and  military  satellites. 

Fansteel's  Precision  Sheet  Metal  products  have  helped 

aircraft  fly,  landed  on  the  moon,  and  encircled  the  earth. 

Other  products  are  on  Mars  and  enroute  to  Saturn  and  beyond. 

Fansteel's  materials  technology  also  provides  advanced 
and  dependable  products  used  in  electronics,  medicine,  mining, 
sports,  communications,  transportation,  aerospace, 
and  weapon  systems.  ^ 
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An  integrated  producer  of  refractory  metals  and  fabricated  products  for  the  electronics, 
electrical,  aircraft/aerospace,  metalworking,  energy  and  chemical  industries. 
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The  Forbes/Wilshire  5000  Review 


Is  it  real  or  just  an  illusion?  Wall  Street  finished  the  most 
recent  two-week  and  four-week  stretches  in  the  plus 
column.  But  a  wave  of  selling  toward  the  end  of  this 
reporting  period  eroded  many  of  the  gains  made  just  a  few 
weeks  earlier.  The  Wilshire  index,  for  example,  shows  a 
1.9%  increase  for  the  last  20  trading  days,  but  only  a  1.4% 
gain  for  the  last  10  trading  days.  In  fact,  the  Amex  com- 
posite is  the  only  major  indicator  that  shows  better  perfor- 
mance during  the  last  two  weeks  than  the  first  two  weeks. 
Once  again,  the  1250  region  of  the  Dow  continues  to  be  a 
formidable  barrier. 
With  falling  earnings  estimates,  some  disappointment 


in  corporate  third-quarter  results  and  unresolved  ques- 
tions about  fiscal  and  tax  policy  during  the  next  Adminis- 
tration, many  investors  seem  content  to  watch  from  the 
sidelines.  The  Wilshire  index  sells  at  10.9  times  latest  12- 
month  earnings.  This  P/E  is  considerably  lower  than  the 
14.9  multiple  recorded  in  June  1983,  but  it  is  also  much 
higher  than  the  Wilshire  P/E  of  under  7  that  prevailed 
shortly  before  the  August  1982  rally.  Two  summers  ago, 
however,  the  market  was  anticipating  a  strong  economic 
recovery.  With  mild  growth,  at  best,  expected  through 
next  year,  the  average  stock  does  not  appear  to  be  sharply 
undervalued  today. 


Close-up  On  The  Equity  Markets 


Performance  of  six  leading  indexes 

Percent  change 

Wilshire 
5000 

Forbes 
500' 

Dow  Jones 
industrials 

NYSE 
Composite 

Amex  Market 
Value  Index 

NASDAQ 
Composite 

in  last  4  weeks 

1.9 

2.8 

2.4 

2.0 

0.1 

1.4 

in  last  52  weeks 

-1.3 

1.9 

-2.5 

0.9 

-3.1 

-10.0 

Stock  performance  based  on  six  key  investor  yardsticks 

Percent  change 

Company  size 

Volatility2 

P/E  multiple 

Dividend  yield 

Growth  profile3 

Share  price 

large 

small 

high 

low 

over  25 

under  5 

over  7.5% 

none 

high 

low 

over  $40 

under  $4 

in  last  4  weeks 

2.9 

0.7 

-0.4 

2.2 

-1.2 

2.3 

2.9 

-1.8 

-2.0 

3.0 

2.9 

-1.0 

in  last  52  weeks 

0.6 

-1.4 

-7.6 

12.0 

-14.1 

11.7 

8.9 

-7.5 

-6.8 

10.8 

5.6 

-11.3 

Based  on  sales. 

*A  stock's  sensitivity  to  overall  market  movement.  High-volatility  issues  have  wide  price  fluctuations,  low-volatility  issues  are  more  stable. 
3A  quantitative  evaluation  of  a  stock's  growth  image,  determined  by  Wilshire  Associates. 

Note:  All  data  for  periods  ending  11/9/84.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 
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Where  The  Action  Is 


Rethinking  cheaper  oil  prices.  After  dropping  sharply  in 
October,  the  energy  sector  made  a  modest  recovery  during 
the  most  recent  two- week  period.  With  a  1 .4%  gain  during 
this  stretch,  the  oils  were  the  only  group  to  post  better  10- 
day  than  20-day  performance.  Energy  shares  also  helped 
the  Amex  composite  rebound  from  its  weak  showing  in 
late  October. 


Finance  shares,  meanwhile,  scored  the  best  two-week 
gain  with  a  3%  rise.  Capital  goods  followed  with  a  2.4% 
increase.  And  transportation  and  utility  stocks  tied  for 
third  place  with  a  1.7%  gain.  Three  groups  underper- 
formed  the  Wilshire  index  over  the  last  two  weeks:  con- 
sumer nondurables,  consumer  durables  and  technology. 
But  only  the  last  sector,  technology,  lost  ground. 


Percent  change  in  last  52  weeks  "0--0-  Percent  change  in  last  two  weeKs 
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Consumer  nondurables  and  services 
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What  The  Analysts  Think 


An  early  reaction  to  cheaper  energy.  The  posted  price  of 
crude  dropped,  but  during  the  last  two  weeks  analysts 
increased  1984  earnings  forecasts  for  the  energy  sector  by 


a  few  pennies.  The  remaining  eight  Wilshire  groups, 
meanwhile,  all  show  lower  1984  forecasts.  Technology 
shares  carry  the  largest  downward  reductions. 


Forecasting  the  Forties  500 


Average 
Performance        earnings  per 
period  share  P/E 


latest  12  months 

1984  estimates 

1985  estimates 


$3.11 
3.86 
4.55 


11.0 
9.6 
7.6 


Rank  based  on 
change  in  estimate 

Sector 

Estimated  1984 
EPS             i 

%  change  in  1984  estimate 
in  2  weeks         in  4  weeks 

1 

Energy 

2.63 

0.80% 

-1.50% 

2 

Utilities 

3.54 

-0.22 

-0.27 

3 

Consumer  non-durables 

2.61 

-0.48 

-1.70 

4 

Finance 

3.31 

-0.63 

-0.86 

5 

Transportation 

2.51 

-0.82 

-1.64 

6 

Capital  goods 

2.60 

-0.94 

-1.34 

7 

Consumer  durables 

3.40 

-1.30 

-1.32 

8 

Raw  materials 

2.59 

-1.42 

-1.94 

9 

Technology 

2.10 

-1.51 

-1.84 

Earnings  projections  are  equal-weighted  consensus  estimates  from  over  1,800  security  analysts.  Forecasts  tor  the  9  Wilshire  sectors  are  limited  to  firms  with  3  or  more  estimates, 
with  a  mean  estimate  greater  than  $0.50.  Data  are  compiled  and  updated  weekly  by  Zacks  Investment  Research,  a  Chicago-based  quantitative  consulting  firm. 


Note:  All  data  for  periods  ending  1 1/9/84.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif ;  Zacks  Investment  Research,  Inc.,  Chicago,  111. 
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COAL 


lights  our  nights  &  brightens  our  future! 


' . I    -.•-■  '■  xk  sSSs   ' '■:"' 


We  sit  atop  some  of  the  world's  greatest  coal 

deposits. . .  which  fuel  about  95%  of  the  electricity 

we  generate.  In  fact,  we  supply  nearly  13.5  billion 

kilowatt-hours  of  electricity  per  year  in  three  of  the 

nation's  fastest-growing  states,  without  nuclear  and 

with  about  5%  hydra  oil  and  gas  fuel.  That's  one 

reason  our  nights  and  our  future  are  bright. 


Imfl 


power 

■  &  LIGHT  COMWVNY 


*£•■  ..  | 
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Send  for  a  copy  of  fhe  1983  annual  report. 
Utah  Power  &  Light  Company 
P.O.  Box  899.  Dept.  FB 
Salt  Lake  City.  Utah  84110 

Name 
Address 


City 


State 


Zip 


New  issues  of  securities  are  offered  only  by  means  of 
Prospectus,  and  this  message  is  neither  an  offer  nor 
a  solicitation  of  any  offer  to  buy. 


Streetwalker 


Morbid  speculation 

The  death  of  Jack  Wrather  on  Nov.  12, 
following  an  operation  for  cancer, 
gives  new  urgency  to  an  old  specula- 
tion: Will  his  $103  million  (sales) 
Wrather  Corp.  be  liquidated?  The 
Beverly  Hills-based  entertainment 
company  has  lost  money  since  1979. 
But  don't  weep  for  the  shareholders. 
Over  the  last  two  years  the  Amex 
shares — 6.9  million  currently  out- 
standing— have  nearly  tripled,  getting 
as  high  as  18  Vi. 
According  to  analyst  Mark  Boyar, 


Max  Afiuilera  Hellwt-). 


Bonita  and  Chris  Wrather 
Wouldn't  you  rather  liquidate? 

Wrather's  liquidation  value,  after 
long-term  debt,  is  $25  to  $30  a  share. 
Assets  include  the  Disneyland  Hotel, 
a  film  library  noted  for  the  Lassie  and 
Lone  Ranger  TV  series,  oil  arid  gas 
drilling  operations  and  leases  to  run 
the  Queen  Mary  and  Spruce  Goose  at- 
tractions in  Long  Beach. 

The  main  obstacle  to  liquidation 
seems  to  be  Christopher  Wrather,  32, 
chief  operating  officer.  Only  weeks 
before  his  father's  death,  Chris 
Wrather  insisted  the  company  would 
build  offices,  hotels,  restaurants  and 
marinas  on  oceanfront  land  adjacent 
to  the  Queen  Man;  to  capitalize  on  the 
almost  3  million  people  a  year  who 
visit  it  and  the  Spruce  Goose  Wrather 
wants  to  create  a  Disney-style  enter- 
tainment theme  for  the  develop- 
ment— maybe  throw  in  a  mockup  of  a 
small  fishing  village. 

"We  have  too  much  of  an  emotional 


attachment  to  our  assets  to  think 
about  selling  them,"  Chris  Wrather 
has  said.  But  a  controlling  38%  share 
now  belongs  to  his  mother,  actress 
Bonita  Granville  Wrather.  Some  in- 
vestors are  betting  she  will  want  to 
cash  out. — Roger  Neal 

Pumping  up  a  slow  leak 

Talk  about  clunkers.  B.F.  Goodrich 
fits  the  bill.  Returns  are  abysmal.  In- 
dustrial products  lose  money  regular- 
ly. A  five-year,  $700  million  spending 
program  meant  to  turn  around  PVC 
plastics  has  laid  an  egg.  Management 
turnover  is  high.  No  wonder  BFG's 
shares  sell  at  28,  more  than  a  40% 
discount  to  their  $48.35  book  value. 

Now  look  on  the  bright  side.  Ak- 
ron-based Goodrich  has  two  great 
strengths:  high  growth  in  specialty 
chemicals  and  a  core  tire  business 
that  spews  forth  cash.  That's  why, 
despite  its  troubles,  Goodrich  fin- 
ished the  September  quarter  with 
$66.5  million  in  the  till. 

Since  October,  however,  manage- 
ment has  spent  roughly  $30  million 
repurchasing  over  1  million  shares. 
Current  common  outstanding:  22.5 
million.  The  company  says  buybacks 
such  as  this  are  nothing  new.  Perhaps. 

But  the  recent  splurge  occurred  be- 
cause a  well-known  Wall  Street 
"player"  had  quietly  accumulated 
just  under  5%  of  BFG  at  an  average 
price  of  26  or  «o.  Nothing  hostile 
threatened,  mind  you.  The  gentleman 
just  wanted  to  be  bought  out  for  a 
small  profit. 

Since  1985  looks  bleak  for  Good- 
rich, its  shares  hold  little  promise  on 
fundamentals.  They  could  even  nose 
under  20,  which  has  happened  nearly 
every  year  during  the  last  decade. 
Clearly,  the  lower  the  price,  the  more 
susceptible  cash-in-the-till  Goodrich 
becomes  to  further  greenmail.  To 
ward  that  off,  the  company  may  buy 
back  shares  on  its  own  initiative.  Ei- 
ther way,  there's  a  further  shrinking 
of  market  capitalization — which  will 
eventually  inflate  even  the  poorest 
earnings  prospects. — Thomas  Jaffe 

Siamese  twins 

Trans  World  Airlines,  the  $3.4  billion 
(sales)  carrier,  has  a  domestic  division 
that's  a  drain  and  an  international  di- 
vision, with  a  20%  hold  on  the  North 
Atlantic  market,  that's  a  jewel.  Last 
year  domestic  had  pretax  losses  of 
$191  million;  international's  pretax 
profits  were  $155  million.  And  this 


was  after  $31  million  of  domestic  op- 
erating expenses  had  been  reallocated 
to  international.  Even  with  the  fancy 
bookkeeping,  on  31.5  million  shares 
international  made  nearly  $5  a  share 
pretax  in  1983.  Recent  stock  price: 
97/s.  It's  a  pity  the  two  can't  be  sepa- 
rated. Impossible,  says  the  company. 
They  share  reservations,  marketing, 
crew  training  and  the  like.  But  Julius 
Maldutis  of  Salomon  Brothers  thinks 
a  bit  of  minor  surgery  would  do  the 
trick.  Maldutis  thinks  the  stock  is  a 
buy  because  someone  may  come 
along  and  do  that. 

Domestic  traffic  connects  through 
TWA's  hub-and-spoke  system  at  St. 
Louis.  The  last  year  it  ran  in  the  black 
was  1973.  Present  management 
shows  no  sign  of  throwing  in  the  tow- 
el. Instead,  TWA  intends  to  spend 
about  $50  million  on  ten  used  DC-9s 
for  the  division.  Management  is 
pleased  that  through  September  1984, 
domestic's  pretax  losses  are  way 
down  to  only  $69  million,  vs.  $174 
million  last  year.  But  meanwhile,  in- 
ternational's pretax  profit  of  $135.5 
million  is  off  only  slightly  from  a  year 
ago,  which  still  leaves  domestic  eat- 
ing international's  profits  at  a  dis- 
couraging rate. —  T.J. 

Buy  on  bad  news 

Heck's  Inc.,  the  Nitro,  W.Va.-based 
discounter,  reported  a  crummy  Sep- 
tember quarter — the  price  of  unload- 
ing a  lot  of  old  merchandise  at  large 
markdowns.  So  earnings  for  the  year 
won't  be  much  better  than  50  cents  a 
share,  about  half  the  1983  total.  Is 
Heck's  a  sell,  then?  Analyst  Jack  Sei- 
bald  of  Oppenheimer  &.  Co.  thinks  it 
is  a  buy.  He  believes  the  $435  million- 
a-year  retailer  is  closer  than  ever  to  a 
turnaround. 

The  big  loss  reflects  a  basic  change 
of  strategy.  The  chain  used  to  load  up 


A  West  Virginia  discount  store 
Value  in  them  thar  hills. 
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At  Swiss  Bank  Corporation, 


We  can  help  you  package  that 
international  trade  deal. 


"Sometimes,  making  the  sale  is  the 
easiest  part  of  an  export  transaction. 
But  to  make  the  deal  a  total  success, 
you  need  an  innovative  banker  who 
can  see  beyond  the  problems  of 
trade  financing." 
Karl  Frei, 
First  Vice  President 

If  you're  getting  involved  in  inter- 
national trade,  you'd  better  do  your 
homework.  It's  not  always  easy,  but 
it's  a  lot  easier  than  trying  to  salvage 
whatever's  left  over  after  a  transaction 
runs  into  trouble.  Problems  with  an- 
other country's  import/  export 
restrictions,  payment  practices  and 
currency  can  put  even  the  best  laid 
plans  in  jeopardy.  Therefore,  it  helps 
to  have  an  experienced  international 
banker  on  your  side.  At  Swiss  Bank 
Corporation,  we  can  offer  you  advice 
on  the  mechanics  of  a  transaction 
and  provide  creative,  overall  solutions 
to  complex  problems.  Backed  by  our 
international  tradition  and  multilingual 
capabilities,  we've  succeeded  in 
putting  the  finishing  touches  on 
numerous  trade  packages  over  the 
years.  This  may  be  why  our  cus- 
tomers keep  coming  back.  Perhaps 
in  doing  their  homework  on  inter- 
national trade,  they've  found  that 
we've  done  ours,  too. 


Swiss  Bank  Corporation 

Schweizerischer  Bankverein 
Societe  de  Banque  Suisse 

The  key  Swiss  bank 


General  Management  in  CH-4002  Basle,  Aeschenplatz  6,  and  in  CH-8022  Zurich,  Paradeplatz  6.  Over  200  offices  throughout  Switzerland.  Main  Office  US.  A.: 
New  York,  Four  World  Trade  Center,  10048, 212/938-3500.  Branches:  Chicago,  Three  First  National  Plaza,  60602, 312/346-0350  and  San  Francisco,  101  California 
Street,  94111,  415/774-3300.  Agency:  Atlanta,  235  Peachtree  St.,  N.E.,  30303,  404/522-1600.  Representative  Offices:  Houston,  One  Allen  Center,  77002, 
713/658-0561;  Los  Angeles,  800  W.  Sixth  St.,  90017,  213/489-5900. 
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Yours  free. 

This  valuable  booklet  contains  many  practical  tips  — some  will 
almost  certainly  improve  productivity  in  your  company.  It's  published 
by  Robert  Half,  the  world's  largest  recruiting  service  specializing  in 
financial,  accounting  and  data  processing  professionals. 

To  get  your  copy,  contact  any  of  the  80  Robert  Half  offices  on 
three  continents.  Or,  write  on  your  company  letterhead  to: 

Robert  Half  International  Inc., 
PO  Box  4157, 
NewYork,  NY  10163. 
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with  goods  to  be  sold  at  a  deep  dis- 
count on  special  "ad  sale"  days.  Trou- 
ble was,  this  made  for  an  erratic  cus- 
tomer base,  whose  only  loyalty  was  to 
the  absolute  lowest  price. 

Now  Heck's  has  switched  to  being  a 
low-price  operator  every  day.  Hence 
last  quarter's  decision  to  flush  out,  at 
any  price,  a  lot  of  leftover  inventory. 
Seibald  likes  the  fact  that  Heck's  has 
renovated  most  of  its  126  stores  over 
the  last  nine  months.  Next  year  the 
analyst  expects  Heck's  to  catch  fire, 
with  earnings  as  high  as  $1.70  a  share. 
Recent  price  of  the  9.25  million  shares: 
around  12.  Seibald  sees  50%  in  the 
stock  over  the  next  12  months.— T.J. 

Timing  is  everything 

Dover  Corp.  is  riding  for  a  fall.  So  say 
analysts  Timothy  Moe  and  Juliusz  Sas 
of  New  York's  Balis  &  Zorn.  Their 
thesis:  Around  75%  of  Dover's  profits 
comes  from  mature  businesses  such 
as  oil  well  equipment,  elevators,  cou- 
plings and  pumps.  But  what  drives  the 
$1  billion-a-year  company  is  its  Uni- 
versal Instrument  division. 

Sales  at  Universal,  which  makes 
automated  production  equipment  for 
electronics  manufacturers,  will  in- 
crease over  60%,  to  $225  million,  this 
year.  Pretax  profits  should  be  up 
125%,  to  $44  million.  That  means 
Universal  accounts  for  25%  of  Do- 
ver's total  earnings — estimated  to  be 
$2.75  a  share  in  1984,  up  26%  from 
1983.  Given  Universal's  success,  no 
wonder  Dover's  35.6  million  shares 
sell  for  a  premium  13  times  earnings. 

Unfortunately,  Moe  and  Sas  have 
stumbled  on  a  nasty  truth.  Universal 
rides  the  volatile  semiconductor  cy- 
cle. In  good  times  it  outperforms  the 
industry.  But  in  bad  times  it  does 
worse.  And  you  guessed  what's  com- 
ing. With  semiconductor  demand  pro- 
jected to  fall,  Universal  will  be  hard- 
pressed  to  match  this  year's  spectacu- 
lar growth.  Semiconductor  stocks 
have  already  begun  collapsing,  and 
Moe  and  Sas  think  it  won't  be  long 
before  Dover  follows. 

Don't  buy  Dover  above  the  low  30s, 
they  advise.  And  don't  be  surprised  if 
it's  hovering  around  30  early  next 
year.  But  then  look  for  a  possible  bar- 
gain: A  depressed  Dover  could  show 
up  on  buy  lists  in  1985,  based  on  im- 
proving prospects  for  Universal  the 
following  year.  So  even  though  it's  a 
sell  today,  it  is  not  unreasonable  to 
speculate  that  Dover  could  reach  the 
mid-40s  sometime  in  1986.— -T.J. 
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If  you  don't  see  your 

corporate  ad  here,  you're  missing 

more  than  some  free  publicity 


AT&T  IS  REACHING  OUT 
IN  NEW  DIRECTIONS. 


Mernll  Lynch  (Inc.  3/83) 


De  Beers  (Inc.  4/84) 


W.  R.  Grace  &  Co.  (Inc.  5/84) 


IIAA  (Inc.  4/84) 


You're  missing  the  one  group  of  executives  who  control  both  their  corporate  and  personal  portfolios.  The  owners  and 
executives  of  private,  small  to  mid-sized  corporations,  they  now  invest  billions.  Their  companies  generate  half  of  all 
U.S.  sales,  employ  half  the  American  workforce,  and  create  the  majority  of  new  jobs  and 
innovations. 

And  their  impact  on  your  corporation  is  enormous  as  is  their  role  in  the  American 
economy.  This  new  breed  of  opinion  leaders  influences  a  wide  circle  of  people  in  their 
companies  and  communities.  They  are  your  customers,  suppliers,  dealers,  distributors, 
future  partners.  And  your  investors.  Only  one  leading  business  magazine  is  written  just  for 
them.  Inc.  magazine.  The  traditional  big  business  publications  simply  do  not  reach  them. 

Run  your  corporate  campaign  in  Inc.,  the  only  magazine  that  reaches  America's  dual 
investors.  And  gain  more  than  some  free  publicity. 

Inc.  The  Magazine  for  Growing  Companies. 
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Finding  out  who's  got  the  heal thies 
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MAGAZINE  PUBLISHER'S 
STATEMENT 


The  latest  ABC  statements  for 
Forbes,  Business  Week  and 
Fortune  contain  some  very  inter- 
esting information  indeed.  For  one 
thing,  Forbes'  U.S.  circulation  is 
now  116,754  more  than  Fortune's 
and  almost  equal*  to  Business 
Week's.  For  another,  Forbes' 
average  newsstand  sales  are  higher 
than  either  Fortune's  or  Business 
Week's. 

Not  only  that,  both  Fortune 
and  Business  Week  had  to  sell 
more  subscriptions  during  the 
period  than  Forbes  did  to  main- 


tain their  rate  bases— 61%  more  for 
Fortune,  55%  more  for  Business 
Week.  In  fact,  Business  Week 
failed  to  make  its  rate  base  in  over 
a  third  of  its  issues.  And  Fortune 
had  to  sell  almost  twice  as  many 
short-term  subscriptions  as  Forbes 
in  this  period. 

But  perhaps  the  most  telling 
statistic  is  the  one  telling  how 
many  premiums  were  used  to 
sell  subscriptions  to  Fortune.  We 
can't  help  but  wonder  just  how 
"premium"  is  the  quality  of  the 
subscribers  (who  make  up  almost 


i 


t 


B*«~ 


ure  sick  circulation? 

rculation  is  as  easy  as  ABC. 


a  third  of  Fortune's  total  of  new 
subscriptions  sold)  that  have  to  be 
baited  with  premiums  such  as  'A 
Travel  Alarm  Clock,  Telephone, 
Pocket  Calculator,  Fortune  Sport 
Bag,  Pocket  Diary,  Money  Ex- 
changer/Metric Converter  or 
Lucite  Desk  Clock."  (Forbes'  pre- 
miums, when  offered,  were  sam- 
plings of  the  magazine  in  the  form 
of  reprints.) 

Last  but  not  least  is  the  matter 
Df  Post  Expiration  Copies 
included  In  Paid  Circulation 
•what  ABC  used  to  call  "arrears") . 

>:Sec  box  re  "Post  Expiration  Copies." 


A  glance  at  the  chart  will  tell  you 
that  Forbes  has  none,  while  both 
Fortune  and  Business  Week 
include  a  substantial  number  of 
these  unpaid-for  copies  in  their 
paid  circulation  figures. 

In  fact,  just  about  any  ABC 
statistic  you  care  to  examine 
shows  that  Forbes'  circulation 
is  healthier  than  either  Fortune's 
or  Business  Week's. 

If  the  success  of  your  company 
is  vital  to  you,be  sure  your  ads  are 
in  the  magazine  whose  circulation 
shows  the  greatest  vitality— Forbes. 


Publishers  Statements  To  ABC  For  6-Month  Period  Ended  6/30/84 

BUSINESSWEEK 

(North  America) 

775,223 
762,806 

37,852 

74.9% 
4.7% 

63.1% 
142,647 

82,730 
378,541 

23,191 


Circulation: 

FORBES 

726,736 

FORTUNE 

aid  Circulation 

709,903 

f.S.  Circulation  (Analyzed  Issue) 

720,962 

604,208 

Dst  Expiration  Copies 

,  Included  in  Paid  Circulation 

0 

18,702 

ubscriptions: 

'rdered  by  Mail 

86.4% 

81.5% 

'rdered  for  3  Years  or  More 

19.0% 

7.9% 

ordered  at  Basic  Price 

73.6% 

46.6% 

lumber  Ordered  for  Less  than  1  Year 

84,146 

162,763 

umber  Ordered  with  Premium 

34,342 

128,330 

)tal  Sold  in  6-Month  Period 

244,189 

392,629 

verage  Single  Copy  Sales 

(Newsstand  Sales) 

33,467 

32,580 

L 


Forbes 

Capitalist  Tool 

-^Forbes  Magazine-60  Fifth  Ave.,  N.Y..  NY  10011 
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insurance  broker 
doing  helping  you 

lower  bond 
interest  rates? 


Would  you  be  surprised  if  your  insurance  broker 
helped  you  secure  new  financing  at  a  lower  rate  of 
interest?  Or  added  a  feature  to  your  bond  issue  that 
made  it  more  attractive  to  investors? 

If  so,  maybe  your  insurance  broker  holds  a 
narrower  view  of  its  mission  than  we  do.  To  us, 
insurance  is  just  one  of  the  many  interlocking  parts  of 
your  company's  financial  strategy  We  create  special 
products  and  services  that  help  make  the  total  strategy 
add  up  to  more  than  the  sum  of  its  parts.  That's  why 
you'll  find  us  doing  things  that  might  be  surprising  for 
any  insurance  broker. .  .except  Johnson  &  Higgins. 

Johnson  Higgins 

Consulting  on  a  lot  more  than  insurance. 

RISK  AND  INSURANCE  MANAGEMENT  SERVICES.  HUMAN  RESOURCE  AND  ACTUARIAL  CONSULTING  THROUGHOUT  THE  WORLD 
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Statistical  Spotlight 


When  is  a  stock  cheap?  Price/sales  ratios 
are  one  way  to  measure,  but  using  this 
technique  turns  out  to  be  more  complicat- 
ed than  its  inventor  thought. 

PSRs  revisited 


By  Steve  Kichen 


Kenneth  Fisher,  investment  ad- 
viser and  Forbes  columnist,  has 
made  his  name  by  popularizing  price/ 
sales  ratios  as  an  alternative  to 
price/earnings  ratios.  Where  P/E  re- 
lates market  price  to  earnings,  PSR 
relates  market  price  to  sales.  A  com- 
pany with  a  market  value  of  $1  billion 
and  sales  of  $2  billion  is  said  to  have  a 
PSR  of  0.5. 

According  to  Fisher's  research, 
stocks  with  low  PSRs  tend  to  outper- 
form those  with  high  PSRs.  This  is  so 
because,  if  a  company  has  a  low  PSR, 
even  a  slight  improvement  in  margins 
can  produce  a  big  gain  in  earnings.  On 
the  other  hand,  firms  with  high  PSRs 
are  vulnerable. 

Out  of  painful  experience,  Fisher 
has  refined  his  ideas.  The  pain  came 


Low  debt  helps  these  companies 

Not  all  these  30  firms  started  out  . 
gains.  But  after  adjusting  for  their 

is  low-PSR  bar-     ratios  and  low  debt  levels, 
strong  current     making  these  shares  much 

PSRs  dropped  sharply — 
more  attractive. 

Stoc 

recent 

PSR 

debt- 
regular     adjusted 

Latest 

12  months 
EPS            P/E 

Current 
ratio 

Cash 
flow/ 
debt 

Debt/ 
equity 

Book 
value 

52-week 
high  low 

Springs  Industries 

31'/8 

40%-30>/> 

0.31 

0.18 

$4.59 

6.8 

3.93 

2.00 

11% 

$47.60 

INTERCO 

57  Vi 

70    -55 

0.33 

0.20 

7.15 

8.0 

3.98 

0.80 

21 

71.20 

Bassett  Furniture  Inds 

32% 

54%-30 

0.81 

0.22 

3.84 

8.4 

11.29 

31.60 

1 

24.00 

Skyline 

16% 

191/8-12% 

0.49 

0.22 

0.70 

23.9 

5.56 

0 

0 

10.70 

Earle  M  Jorgensen 

24'/2 

30%-24% 

0.68 

0.30 

1.60 

15.3 

5.96 

0.70 

15 

25.70 

Tecumseh  Products 

90 

97    -78  '/2 

0.59 

0.35 

11.49 

7.8 

3.65 

0 

0 

72.90 

Thomas  Industries 

18 

181/8-13% 

0.62 

0.36 

1.64 

11.0 

4.18 

0.70 

18 

11.70 

VFCorp 

24% 

34%-21% 

0.70 

0.40 

3.84 

6.3 

4.12 

10.40 

11 

12.70 

Standard  Brands  Paint 

187s 

23%- 16 1/2 

0.70 

0.41 

1.78 

10.6 

3.49 

1.70 

8 

12.70 

Greif  Brothers 

21 

23l/4-18'/»* 

1.00 

0.42 

1.68 

12.5 

6.26 

9.10 

2 

13.70 

Angelica 

19% 

27'/>-16% 

0.82 

0.44 

1.67 

11.8 

5.02 

0.80 

30 

10.20 

Stewart-Warner 

32% 

36    -25% 

0.80 

0.44 

1.37 

23.8 

4.19 

22.20 

0 

26.00 

Avnet 

31% 

49%-27 

0.94 

0.52 

2.44 

12.8 

4.23 

3.00 

20 

15.00 

Tandy  Corp 

24 '/s 

44    -23% 

1.01 

0.55 

2.75 

8.8 

4.42 

2  40 

12 

10.80 

Pic'n'Save 

1 9  Vn 

25  %-l  4% 

2.73 

0.62 

1.25 

15.3 

14.29 

21.00 

1 

4.40 

Lance 

28'/: 

31    -24 

1.14 

0.62 

2.49 

11.4 

4.27 

25.60 

1 

11.40 

Medtronic 

275/8 

47'/4-24i/2 

1.02 

0.62 

3.58 

7.7 

3.70 

6.10 

4 

21.80 

Wyman-Gordon 

28  >/2 

36%-25'/< 

1.43 

0.68 

2.22 

12.8 

5.26 

3.30 

7 

16.70 

Brush  Weliman 

34% 

39%-25'/2 

1.29 

0.71 

1.86 

18.8 

4.45 

1.20 

18 

9.54 

Consolidated  Papers 

68  '2 

71    -50'/4 

1.29 

0.77 

6.11 

11.2 

3.61 

6.80 

4 

33.30 

Bassett-Walker 

28% 

29    -17% 

1.31 

0.78 

2. Ml 

10.3 

3.42 

28.10 

1 

12.20 

Paradyne 

13% 

19%-10% 

1.53 

0.79 

( )  1 9 

72.4 

4.90 

0.40 

15 

8.90 

Digital  Equipment 

104 '/2 

105%-64 

1.39 

0.85 

5.73 

18.2 

3.48 

4.00 

21 

62.00 

Premier  Industrial 

31% 

37%-25% 

1.65 

0.89 

1.95 

16.0 

4.30 

144.50 

0 

9.10 

Tandem  Computers 

18% 

40  %-l  3 

1.88 

0.98 

0.73 

25.7 

4.61 

6.40 

8 

7.70 

Augat 

22% 

44%-22 

2.08 

1.10 

1.65 

13.9 

4.48 

3.00 

5 

9.60 

Intl  Flavors  &  Fragrances 

27% 

33/2-22% 

2.11 

1.21 

1.88 

14.6 

3.88 

0 

0 

9.40 

Pacific  Lumber 

25 

29    -20 '/2 

2.50 

1.27 

1.69 

14.8 

4.82 

5.10 

4 

9.10 

Service  Corp  Intl 

43% 

47%-30% 

2.18 

1.34 

2.83 

15.4 

4.01 

1.10 

29 

19.90 

Teradyne 

25% 

39%-21% 

2.31 

1.47 

1.57 

16.2 

3.42 

1.10 

16 

8.00 

'Price  range  for  1984  only 

Source:  Disclosure 

//  via  Micro/Scan  Data  on  diskette  from  Isy 

s  Corp 
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Statistical  Spotlight 


from  companies  like  Charter  Co.  and 
International  Harvester,  which  score 
well  on  his  conventional  lists.  IH,  for 
example,  has  had  a  low  PSR  for  years. 
But  its  stock  has  gone  nowhere. 

In  reality,  IH  hasn't  been  a  bar- 
gain— even  though  it  looks  that  way 
on  a  pure  PSR  basis.  The  problem  is 
debt,  which  the  firm  has  to  the  tune  of 
$1.4  billion.  Count  the  debt,  as  Fisher 
now  tries  to  do,  and  its  PSR  becomes 
12.65,  not  0.10.  Hardly  a  strong  buy. 

The  lesson  was  plain:  To  be  a  true 
low-PSR  value,  a  company  has  to  be 
financially  solid.  A  good  company, 
Fisher  reasoned,  ought  to  have  cur- 
rent assets  at  least  double  current  lia- 


bilities. Also,  total  equity  should  be  at 
least  half  of  total  assets.  He  developed 
a  system  of  debt-adjusted  PSRs  that 
includes  these  calculations.* 

The  table  on  page  273  includes  30 
stocks  with  balance  sheets  strong 
enough  to  make  their  debt-adjusted 
PSRs  significantly  lower  than  their 
unadjusted  PSRs.  Most  of  the  firms  at 
the  top  of  this  list  carry  relatively  low 
PSRs  before  adjustment.  But  after  fac- 
toring in  their  low  debt  levels  and 
high  current  ratios,  these  firms  look 
even  more  attractive.  The  PSR  on 
Springs  Industries,  for  example,  drops 
from  0.31  to  0.18.  Pacific  Lumber, 
toward  the  bottom  of  this  list,  still 
has  a  fairly  high  PSR  of  1.27  after 
adjustment.  But  its  adjusted  PSR  is 
almost  half  the  unadjusted  figure. 


In  the  table  below  there  are  30 
stocks  with  PSRs  that  are  sharply 
higher  after  being  run  through  the 
debt-adjustment  procedure.  At  the 
top  of  the  list  is  Tele-Communica- 
tions, the  nation's  largest  cable-TV 
operator.  This  highly  leveraged  firm 
has  an  unadjusted  PSR  of  2.64,  already 
quite  high.  But  after  adjustment  the 
PSR  moves  to  83.88. 

Note,  too,  that  eight  airlines  show 
up  in  this  group.  These  air  carriers  no 
longer  look  nearly  as  tempting  after 
their  heavy  capital  burdens  are  fac- 
tored into  their  PSRs. 

'Fisher's  mot/el  company  has  a  debt-adjustment  fac- 
tor (D.-M-'l  of  I  Healthier  firms  show  a  higher  figure  If 
the  DAF  is  less  than  I,  it's  cubed,  this  penalizes  weak 
firms  lit  mathematical  terms. 

DAF  =  equity  assets  +  current  ratio/4- 
Debt  adjusted  PSR  =  PSR/DAF. 


High  debt  hurts  these  companies 

At  first  glance  most  of  these  issues  sell  at  temptingly     balance  sheets,  the  PSRs 
low  PSRs.  But  if  you  factor  in  the  weakness  in  their     signal  "sell"  rather  than  ' 

on  many 
buy." 

of  these  shares 

recent 

regulai 

PSR 

debt- 
adjusted 

Latest 

12  months 
EPS           P/E 

Current 
ratio 

Cash 
flow/ 
debt 

Debt/ 
equity 

Book 
value 

52-week 
high  low 

Tele-Communications 

21'/8 

221/J-15'/2 

2.64 

83.88 

$0.31 

68.1 

0.48 

0.10 

348% 

$-2.28 

MGM  Grand  Hotels 

12 

13%-  9'A 

0.86 

32.20 

0.41 

29.3 

1.22 

0.50 

NM 

7.50 

Stoier  Communications 

41'/8 

44'/8-29'/4 

1.47 

16.07 

-2.37 

NM 

0.75 

0.00 

227 

19.60 

United  Artists  Commun 

25i  - 

28'/2-15'/2 

0.80 

15.82 

1.60 

15.9 

0.59 

0.20 

211 

1.99 

AirCal 

6% 

14%-  5% 

0.25 

14.21 

1.27 

5.4 

0.49 

0.20 

377 

3.20 

El  Torito  Restaurants 

12% 

14%-  9 

0.67 

10.85 

0.85 

15.0 

0.53 

0.20 

200 

3.50 

Manor  Care 

26% 

27i/.-15% 

1.27 

10.83 

1.39 

19.2 

1.16 

0.20 

303 

6.24 

Marriott 

77 

80'/4-58'/2 

0.65 

8.10 

4.65 

16.6 

0.73 

0.70 

187 

24.50 

Caesars  New  Jersey 

13 

19%-11% 

1.00 

7.62 

1.03 

12.6 

0.49 

4.50 

107 

4.00 

Caesars  World 

9'/2 

13%-  8'/4 

0.50 

6.76 

0.66 

14.4 

0.57 

0.10 

135 

3.59 

AMC  Entertainment 

12'/4 

137/8-12'/4 

0.61 

5.26 

1.16 

10.6 

0.41 

1.60 

19 

6.30 

Delta  Air  Lines 

37% 

45%-27 

0.41 

5.26 

4.42 

8.5 

0.60 

0.70 

122 

22.60 

Williams  Cos 

30J/s 

31%-22% 

0.48 

5.13 

5.26 

5.8 

0.82 

0.20 

152 

34.20 

JWT  Group 

36'/4 

40'/4-30 

0.48 

4.42 

3.37 

10.8 

1.08 

1.10 

25 

12.55 

Ramada  Inns 

6'/2 

11%-  5% 

0.43 

3.96 

0.63 

10.3 

0.66 

0.10 

166 

6.40 

Chrysler 

31  \A 

33'/4-207/« 

0.29 

3.21 

6.59 

4.7 

1.00 

1.10 

81 

9.38 

Coieco  Industries 

17V8 

26%-  9% 

0.48 

3. '21 

-1.46 

NM 

1.36 

0.00 

88 

5.50 

Eastern  Air  Lines 

5>/8 

7%-  3'/2 

0.05 

3.00 

-4.58 

NM 

0.88 

0.20 

2,052 

2.58 

Tiger  International 

8% 

8%-  4'/. 

0.15 

2.98 

-4.54 

NM 

1.18 

-4.70 

814 

1.24 

Sears,  Roebuck 

325/s 

42%-29'/2 

0.33 

2.45 

4.05 

8.1 

1.19 

0.50 

76 

26.51 

Frontier  Holdings 

13% 

15    -  8'/. 

0.28 

2.37 

-1.04 

NM 

0.63 

0.20 

111 

16.30 

Pan  American  Corp 

5 

9'/4-  4 

0.14 

2.23 

-  ( )  99 

NM 

0.97 

0.50 

205 

4.20 

Air  Express  International 

9% 

9%-  6 

0.14 

2.20 

-0.01 

NM 

1  20 

-0.10 

181 

2.10 

Leaseway  Transportation 

28% 

40'/2-24l/2 

0.27 

2.12 

2.92 

9.8 

0.72 

27.80 

87 

24.30 

UAL 

43  % 

45    -28 

0.25 

2.09 

6.79 

6.4 

0.71 

1.20 

94 

40.33 

Coastal  Corp 

26  Vi 

35    -21 

0.09 

1.33 

4.33 

6.1 

1.00 

0.70 

151 

21.14 

Pabst  Brewing 

6% 

9'/4-     5'/2 

0.06 

1.30 

0.25 

27.0 

0.83 

0.30 

208 

6.00 

General  Refractories 

8% 

9'/2-  5 

0.12 

0.89 

0.86 

10.2 

1.83 

0.20 

541 

2.90 

Early  California  Inds 

5% 

8'/8-  3% 

0.05 

0.72 

-1.46 

NM 

1  24 

0.00 

275 

10.7-7 

Kay  Corp 

11V4 

14%-ll'/4 

0.06 

0.72 

0.94 

12.2 

1.33 

0.10 

234 

8.80 

NM:  Noi  meaningful. 

Source 

Disclosure 

//  via  Micro  Scan  Data  on  diskette  from  I. 

ys  Corp 
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RICHARD  FUNCK  MANAGER  OF  POSTAL  AFFAIRS  MONTGOMERY  WARD 


"ZIP+4  codes 
will  save 
Montgomery 

Ward  over 


$400,000  a  year/' 

MAIL  THIS  COUPON  TO  SEE  HOW  YOUR  COMPANY  CAN  SAVE,  TOO. 

r— - . 


Montgomery  Ward  was  one  of  the 
pioneer  companies  to  change  to 
ZIP +4  codes— the  Postal  Service's 
9-digit  system  for  First-Class  Mail?  Now 
their  regular  mailings  are  made  at  con- 
siderable savings.  Mr.  Funck  elaborated, 
"The  postal  discounts  save  us  so  much, 
we  should  cover  our  start-up  costs  in 
the  first  6  months." 

As  for  the  start-up,  "changing  our 
files  to  ZIP +  4  codes  was  relatively 
simple.  We  used  software  provided  by 
a  commercial  vendor,  and  after  only  a 
month,  we  completed  the  change." 

Find  out  how  the  ZIP +4  program  can 
work  for  you.  Complete  the  coupon.  For 
immediate  assistance  or  the  number  of  a 
local  postal  customer  service  represen- 
tative, call  1  800  842-9000,  ext.  349. 


Please  check  your  line  of  business: 

D  Insurance,  D  Banking,  D  Manufacturing, 

□  Securities,  D  Utilities,  D  Education, 
D  Retail,  D  Government,  D  Publishing, 

□  Service  Company,  □  Other. 


And  check  your  yearly  First-Class  Mail 
volume:  □  Up  to  10,000,  D  10,001-50,000, 

□  50,001-100,000,  D  100,001-1,000,000, 

□  1,000,000+ 

U.S.  Postal  Service,  Regular  Mail  Services 

P.O.  Box  2999 

Washington,  D.C.  20013-2999 

Name 

Title Company 


Address. 
City. 


ADDRESSING  TOMORROW  TODAY. 


©  USPS  1984 


___ 
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The  Funds 


In  theory,  fund  shareholders  democratical- 
ly select  an  adviser  to  pick  stocks  for  them. 
In  reality,  advisers  own  the  shareholders. 


Cattle  auction 


By  Robert  McGough 


JUST  BEFORE  ANNOUNCING  that 
it  was  selling  out  to  Equitable 
Life  Assurance  Society,  the  bro- 
kerage firm  of  Donaldson,  Lufkin  & 
Jenrette  struck  a  deal  whereby  its 
Alliance  Capital  division  would  ac- 
quire the  firm  that  manages  the  ven- 
erable Chemical  Fund  (assets,  $940 
million). 

Why  did  DLJ  want  to  buy  Eberstadt 
Asset  Management?  It  can't  be  for  a 
flashy  performance  record.  Chemical 
Fund,  the  chief  mutual  fund  managed 


by  Eberstadt,  underperformed  the 
S&P's  500  in  six  of  the  last  ten  years. 
The  latest  Forbes  mutual  fund  survey 
rated  Chemical  an  embarrassing  D  in 
up  markets  and  F  in  down  markets. 

Fact  is,  DLJ  got  Eberstadt  on  the 
cheap,  thanks  to  a  mutiny  by  the 
Chemical  Fund  directors.  A  curious 
mutiny  it  is,  too,  since  Chemical 
shareholders  won't  be  rid  of  the  Eber- 
stadt operation.  But  first,  a  look  at  the 
law  of  mutual  fund  management. 

In  theory,  fundholders  democrati- 
cally elect  a  board,  to  protect  their 
interests,  and  ratify  selection  of  the 


David  Dieiier  of  Eberstadt  and ] on  Fosse/  ofAlliatice  Capital 
Eberstadt's  new  owners  have  a  long  way  to  go. 


advisory  firm  that  picks  their  stocks. 
Fund  directors,  supposedly,  have  a 
great  deal  of  fiduciary  responsibility 
to  their  fund's  shareholders. 

But  in  the  real  world,  fundholders 
are  powerless.  They  become  the  milk 
cows  of  the  money  management  busi- 
ness. They  can  liquidate  their  shares 
and  buy  a  better  fund,  of  course,  but 
they  often  do  that  only  slowly.  Eber- 
stadt, after  all,  was  once  one  of  the 
great  names  on  Wall  Street.  Its  late 
founder,  Ferdinand  Eberstadt,  made 
his  firm  a  small  but  powerful  under- 
writer and  merger  maker.  In  his  day, 
Chemical  Fund  was  a  great  performer. 
For  some  shareholders  the  memory 
lingered  on.  Others  were  simply  le- 
thargic. Common  sense  would  have 
said  liquidate,  but  relatively  few  did. 
That  is  the  way  fundholders  are. 
Many  are  lowered  into  the  grave  still 
clutching  the  shares  of  funds  that 
haven't  performed  since  Dwight  Ei- 
senhower was  in  the  White  House. 

That  explains  why,  in  spite  of  its 
fourth-rate  performance  (12  months' 
return  through  Sept.  30  is  -7.8%), 
Eberstadt  is  pulling  down  advisory 
fees  from  Chemical  of  $4.9  million  a 
year,  plus  expenses.  Besides  the 
Chemical  Fund,  Eberstadt  manages 
the  $89  million  Surveyor  Fund  and 
another  $1.8  billion  in  pension  assets. 
In  1979  Ferdinand  Eberstadt's  suc- 
cessors sold  the  firm's  money  man- 
agement business  for  $9 
million  to  insurance  broker 
Marsh  &.  McLennan,  which 
continued  to  rake  in  the 
fees.  Until  the  mutiny  by 
*     -\    *\   Chemical   Fund    directors, 

A       t^iat  is' 

Now,  most  mutual  fund 
directors  are  chosen  for 
their  submissiveness,  not 
their  ability  to  hire  good 
fund  advisers.  Despite  a 
large  population  of  under- 
performing  fund  advisers  in 
the  U.S.,  decisions  by  direc- 
tors to  fire  advisers  are  rare. 
So  it  likely  came  as  a  shock 
to  Marsh  &  McLennan 
when  Chemical's  directors 
decided  to  take  the  fund 
elsewhere.  Here's  how  it 
happened: 

As  a  load  fund,  Chemical 
depends  on  wholesale 
brokers  to  distribute  its  fund 
to  retail  brokers.  David 
Dievler,  president  of  Chemi- 
cal Fund,  says  that  the  fund 
didn't  get  the  sales  push  it 
wanted  from  its  wholesalers 
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Announcing  the 
second  volume 
of  The  Forbes 
Scrapbook  of 
Thoughts  on 
the  Business 
of  Life. 


Here  is  the  long-awaited  second 
volume  of  over  3,500  jewels  of 
wisdom  and  inspiration  from 
the  "Thoughts  on  the  Business 
of  Life"  pages  of  Forbes  maga- 
zine. If  you  have  cherished  the 
original  volume  as  a  constant 
friend,  you  will  certainly  want 
Volume  2.  In  matching  binding. 
Price  $14.95. 
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Two  volume  set 

in  blue  cloth  slipcase. 

You  receive  the  original  volume  of 
500  pages  and  the  new  volume  of 
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blue  binding  plus  a  slipcase  covered 
in  blue  cloth  for  only  $24.95 
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Send  me  Volume  2  of 
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Please  add  appropriate  sales  tax  on  New  York  State  orders  and  other  states  where  applicable 
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at  Putnam,  a  Marsh  &  McLennan  sub- 
sidiary. "There  were  too  many  compet- 
ing products  for  one  system,"  Chemi- 
cal's Dievler  says  mildly. 

Dievler  is  being  less  than  candid.  A 
person  close  to  the  sale  (who  asked  to 
remain  anonymous)  says  that  Marsh 
bluntly  told  Eberstadt  it  would  get  a 
bigger  sales  push  only  when  Chemi- 
cal turned  in  a  better  performance.  A 
responsible  attitude  on  the  part  of 
Marsh,  but  the  directors,  who  seem- 
ingly felt  no  obligation  to  deliver  per- 
formance to  their  shareholders,  were 
outraged  at  this  affront  to  their  fund. 

Instead  of  simply  firing  Eberstadt, 
which  would  have  been  justified  con- 
sidering its  terrible  performance,  the 
directors  supported  the  transfer  of 
Eberstadt  to  a  new  parent.  Enter  Don- 


ChemicaVs  outside 
directors  could  conceivably 
have  brought  the  fund  to 
DLJ  without  DLJ's  having 
to  pay  a  red  cent. 


aldson,  Lufkin  &  Jenrette,  whose  Alli- 
ance Capital  already  manages  $18  bil- 
lion in  pension  money.  Chemical's 
outside  directors,  eight  of  whom  re- 
ceived a  total  of  $116,000  from  the 
fund  in  the  last  fiscal  year,  could  con- 
ceivably have  brought  the  fund  to  DLJ 
without  DLJ 's  having  to  pay  a  red  cent 
to  Marsh  &  McLennan.  That  didn't 
happen,  but  the  word  is  DLJ  initially 
made  an  extremely  low  bid,  and  final- 
ly paid  $10  million — cheap,  consider- 
ing that  Eberstadt  had  a  net  worth  at 
the  end  of  last  year  of  $4.2  million. 
These  days,  advisers  usually  sell  for 
1%  to  2%  of  their  assets  under  man- 
agement, which  would  make  Eber- 
stadt worth  more  like  $27  million. 

Individual  shareholders  have  been 
net  redeemers  of  Chemical  Fund 
shares  for  the  last  six  or  seven  years, 
and  those  individuals  who  are  left 
tend  to  be  middle-aged  or  older.  DLJ 
has  its  eyes  on  young  investors,  who 
are  reaching  35  with  some  money  to 
invest.  "The  war  babies,"  says  Jon 
Fossel,  senior  vice  president  at  DLJ's 
Alliance,  "are  rapidly  reaching  the  age 
where  they  accumulate  capital  rather 
than  spend  it." 

To  get  these  younger  investors, 
Eberstadt's  new  owners  are  going  co 
have  to  go  a  long  way  in  improving 
performance.  Which  would  be  a  break 
for  all  the  older  shareholders  who 
were  either  too  dumb  or  too  lazy  to 
check  out  a  long  time  ago.  ■ 
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By  Ben  Weberman 


Capital  Markets 


A  true  flat  tax  is  not  in  the  cards,  but  a 
lowered  income  tax  rate  could  be.  Either 
would  clobber  prices  of  tax-exempt  mu- 
nicipal bonds.  So,  just  in  case. . . 

SWAP  TIME 


er  special  interest  groups  if  Reagan 
actually  proposed  a  flat  tax,  I  think 
it's  not  in  the  cards.  But  there  is  a 
good  chance  that  a  bipartisan  com- 
mission will  come  up  with  a  propos- 
al for  a  "semiflat"  tax,  reducing  the 
50%  maximum  rate  somewhat  and 
eliminating  many  deductions.  A 
smaller  decrease  in  the  income  tax 
ceiling  will  have  the  effect  outlined 
above  on  tax-exempt  bonds,  of 
course,  but  to  a  lesser  degree. 

All  in  all,  it's  prudent  to  reduce 
taxable  income  as  much  as  possible 
this  year.  The  lesson:  Losses  taken 
this  year  will  bring  greater  benefits 
than  if  deferred. 

This,  in  turn,  means  you  have  to 
think  about  year-end  tax  swapping. 
It  is  still  not  too  late  to  take  advan- 
tage of  this  technique  to  save  taxes 
and,  maybe,  take  a  short-term  loss, 
setting  up  for  a  long-term  capital 
gain.  Remember  that  the  1984  tax 
law  allows  long-term  capital  gains 
treatment  for  any  security  sold  now 
so  long  as  it  has  been  held  for  more 
than  six  months,  rather  than  for 
over  a  year,  as  before. 

Bruce  Treitler  of  New  York's 
Thomson  McKinnon  Securities, 
who  specializes  in  tax-frees,  sug- 
gests that  a  proper  swap  should  in- 
volve two  securities  that  are  very 
similar — just  different  enough  to 
avoid  a  "wash  sale"  allegation  from 
the  IRS.  The  rule  of  thumb  is  that  at 
least  two  of  the  three  major  attri- 
butes of  a  bond — coupon,  maturity 
and  issuer — should  be  different. 

The  best  way  to  swap,  Treitler 
says,  is  through  your  regular  mu- 
nicipal bond  broker.  Get  him  to  do 
the  transaction  using  prices  that  are 
both  bids  or  both  on  the  offered  side. 
That  is,  because  of  the  spread  be- 
tween bid  and  offered  prices,  he 
should  not  sell  at  the  bid  price  and 
buy  at  the  offered  price.  The  prob- 
lem is  that  it  takes  a  professional  to 
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It  is  amazing  how  few  holders  of 
municipal  bonds  are  aware  of  the 
devastating  effect  a  flat  tax  would 
have  on  the  value  of  their  portfolios. 

Here's  what  I  mean.  With  a  50% 
ceiling  on  income  taxes,  a  10%  tax- 
free  bond  is  the  equivalent  of  a  20% 
fully  taxable  bond.  Both  would  sell 
for  100  at  today's  yields.  But  drop 
the  income  tax  ceiling  to,  say,  30%, 
and  that  tax-free  bond  would  have 
to  yield  14%  to  be  the  equivalent  of 
a  20%  taxable  issue.  Anyone  who 
bought  a  10%  tax-free  bond  at  100 
before  yields  rose  to  14%  would  lose 
21  points  in  price  on  a  10-year  ma- 
turity, 26.5  points  on  a  20-year  issue 
and  28  points  on  a  30-year  bond. 
That's  without  any  change  in  mar- 
ket conditions  but  solely  because  of 
an  altered  tax  structure. 

This  is  not  a  forecast  that  Con- 
gress will  pass  a  flat  tax  next  year. 
President  Reagan  will  be  proposing 
sweeping  changes  in  taxes  in  early 
1985,  probably  in  his  State  of  the 
Union  message.  Treasury  Secretary 
Regan  had  been  scheduled  to  pro- 
vide the  President  with  a  suggested 
tax  program  by  Dec.  1 .  By  mid-No- 
vember little  work  had  been  done 
on  the  tax  program,  and  even  late 
December  seemed  like  an  ambi- 
tious deadline. 

Given  the  howls  that  would  arise 
from  tax  shelter  promoters  and  oth- 


Ben    Weberman    is   economics   editor   of 
Forbes  magazine. 


recognize  bid  prices  and  offered 
prices  and  an  honest  broker  to  tell 
you  what  they  really  are. 

An  example  of  a  good  swap  under 
Treitler's  criteria  would  be  selling 
New  York  State  7 Vi  general  obliga- 
tions due  March  2006  at  82.625  to 
yield  9.4%  to  maturity,  then  buying 
New  York  State  Power  7ViS  due  Jan- 
uary 2010  at  81.75  to  yield  9.4%. 
Assuming  $10,000  face  amount  of 
state  7Vis  were  sold  for  $8,263,  a 
similar  principal  amount  of  Power 
7  Vis  would  be  purchased  for  $8,175. 
Annual  interest  would  remain  the 
same;  maturity  would  be  increased 
by  nearly  four  years.  Quality  of 
holding  would  be  improved  because 
the  State  Power  bonds  are  escrowed 
to  maturity  by  U.S.  governments, 
and  the  state  GOs  are  not. 

For  someone  who  thinks  interest 
rates  are  going  to  go  back  up  and 
would  like  to  take  profits,  think  of 
selling  $10,000  Puerto  Rican  Gov- 
ernment Development  Bank  10s  of 
August  2013  at  par  and  reinvesting 
the  proceeds  in  Public  Housing  Au- 
thority federally  guaranteed  3% 
bonds  of  July  1994.  Because  of  the 
low  coupon  and  shorter  maturity, 
these  AAA-rated  bonds  sell  at  a 
deep  discount  to  yield  9.75%  to  ma- 
turity— mostly  capital  gain.  You 
can  buy  $17,000  principal  amount 
of  these  bonds.  That  means  you 
would  be  giving  up  $1,000  annual 
interest  on  the  Puerto  Rican  Gov- 
ernment Development  Bank  bonds 
with  no  appreciation  to  maturity  for 
bonds  paying  3%  on  $17,000,  or 
$510  annual  tax-free  interest  and 
$700  of  noncash  annual  capital  gain 
taxable  at  maturity. 

Another  example:  Sell  New  York 
State  Mortgage  Agency  67/ss  of  Oc- 
tober 2007  priced  at  77.375  to  yield 
9.4%  to  maturity  and  buy  an  equal 
principal  amount  of  New  York 
State  Power  67/ss  of  January  2010. 
The  latter  are  currently  trading  at 
75.75  to  yield  9.4%.  The  exchange 
involves  tax  savings  if  you  have  a 
loss  from  the  original  purchase  cost 
of  the  Mortgage  Agency  bonds,  even 
though  you  are  swapping  bonds  of 
the  same  yield  and  almost  the  same 
price  and  gaining  a  slightly  longer 
maturity  and  a  definitely  higher 
quality. 

Be  cautious  about  holding  tax- 
free  municipal  bonds.  If  you  take 
tax  losses  now,  any  change  would 
be  easier  to  bear.  ■ 
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The  Big  Portfolios 


You  can  make  a  persuasive  case  for  be- 
ing bearish.  You  can,  but  the  money) 
pushers  arent  buying  it. 

AUGURS  IGNORE 
THE  PORTENTS 


MONEY  &  INVESTMENTS 


By  Susan  Lee 


If  you're  looking  for  evil  portents, 
they're  easy  to  come  by.  The  econo- 
my is  slowing  too  much  and  too 
early;  the  Fed  is  loosening  too  late; 
the  deficit  is  too  big;  corporate  earn- 
ings are  no  longer  growing.  But 
here's  news:  These  evil  portents  are 
not  spooking  the  bulls.  Just  listen  to 
what  some  big  money  managers  are 
saying.  Lee  Thurow  of  Capital  Su- 
pervisors, Inc.  predicts  that  over  the 
next  two  months  or  so  the  Dow 
could  pierce  1300.  Jack  McCarthy  of 
Lord,  Abbett  declares:  "In  the  next 
three  to  six  months  we  are  going  to 
go  through  old  highs  like  sugar 
through  a  tin  horn." 

What  about  those  ill  portents? 
Managers  I  talk  with  feel  that  the 
economy  is  strong,  and  recent  data 
pointing  to  a  slowdown  indicate 
that  the  recovery  will  be  long-lived. 
Call  it  the  tortoise-and-hare  syn- 
drome; tortoises  are  slower  but  they 
live  longer.  McCarthy  can  see  the 
recovery  lasting  into  1986,  with  real 
GNP  growing  at  5%  that  year. 
Thurow  thinks  that  the  recovery 
could  last  through  1986-87. 

Ditto  for  their  forecasts  on  infla- 
tion and  interest  rates.  Most  money 
runners  expect  inflation  to  stay  at 
its  current  low  levels.  McCarthy, 
for  example,  expects  lower  labor 
costs  will  keep  the  rate  of  inflation 
down  to  3%  to  5%  for  the  remain- 

Suscm  Lee  is  a  senior  editor  of  Forbes 
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der  of  the  decade. 

Many  money  movers  argue  that 
lower  inflation,  along  with  the  fact 
that  money  supply  has  been  grow- 
ing slowly  this  year,  gives  the  Fed 
enormous  flexibility.  Thus,  the  Fed 
will  loosen  over  the  next  three 
months;  interest  rates  should  keep 
coming  down  through  the  second 
quarter  of  next  year. 

Disappointing  corporate  earn- 
ings? Money  movers  feel  they  have 
already  been  discounted.  McCarthy 
thinks  that  earnings  in  1985  will  be 
about  the  same  as  1984,  but  never- 
theless, the  market  is  going  to  "go 
through  the  roof."  In  short,  he's 
looking  for  much  fatter  price/earn- 
ings ratios.  Thurow  agrees,  saying 
earnings  estimates  were  too  high 
anyway,  and  "we  don't  need  spec- 
tacular earnings  growth  to  get  a 
good  rally,  just  a  slight  improve- 
ment in  P/Es." , 

Many  money  runners  seem  to  be 
shedding  their  old  worries  about  the 
dampening  impact  from  the  budget 
deficits.  Most  now  assume  the  gov- 
ernment will  muddle  along  without 
taking  specific  action,  and  the  defi- 
cits will  come  down  because  of  low- 
er interest  rates  and  higher  tax  rev- 
enues— as  long  as  federal  spending 
doesn't  zoom  out  of  control. 

Optimism  has  even  infected  Joel 
Leff  of  Forstmann-Leff.  For  most  of 
the  summer,  Leff  thought  the  mar- 
ket was  a  bore.  He  still  thinks  it's  a 
bore,  but  he's  no  longer  so  sure  that 
boring  is  bad.  He  says:  "There's  no 
glitz,  no  high-tech  type  of  excite- 
ment. The  market  is  like  President 
Reagan,  it's  back  to  the  homey  days 
of  the  General  Electric  Theatre." 
Leff's  investment  posture  has 
warmed  up  accordingly.  His  equity 
position  is  now  on  the  high  side 
with  no  cash.  Echoing  mainstream 
opinion,  Leff  says,  "Cash  is  the 
dumbest  place  to  be." 


Given  optimistic  interest-rate 
and  inflation  forecasts,  it's  no  sur- 
prise that  money  runners  have 
made  a  major  bet  on  interest-rate- 
sensitive  stocks.  "That's  our  biggest 
play  now,"  says  Leff.  He  likes  some 
small  S&Ls,  American  Express  and 
Merrill  Lynch.  He  even — yawn — 
owns  a  few  utilities. 

Dan  Cashman  of  Cashman,  Far- 
rell  &.  Associates  has  30%  of  his 
portfolio  in  interest-sensitive 
stocks.  Specifically,  he  favors  elec- 
tric utilities:  "There  is  every  possi- 
bility that  we  may  be  entering  a 
new  era  of  secular  change  where 
utilities  are  not  only  safe  in  down 
markets  but  will  be  very  good  per- 
formers in  up  markets."  Both  Cash- 
man  and  Thurow  are  hot  for  Com- 
monwealth Edison  (p.  80).  And  Da- 
vid Schafer  of  Schafer  Capital 
Management  recently  bought  New 
York  State  Electric  &  Gas. 

Cashman  is  also  up  for  the  inter- 
est-rate play  in  bank  stocks.  He 
mentions  First  Interstate  on  the 
West  Coast:  With  outposts  in  14 
states,  "they  have  the  best  banking 
franchise  in  the  U.S."  Schafer,  who 
also  likes  First  Interstate,  has  10% 
of  his  portfolio  in  money  centers 
and  regionals  like  First  Union  in 
North  Carolina.  Thurow  favors  Rai- 
nier and  Bank  of  Virginia. 

As  for  money-center  banks,  Mc- 
Carthy is  fond  of  First  Chicago, 
Manufacturers  Hanover  and  Bank  of 
America  because  recent  writeoffs 
have  improved  the  credibility  of 
their  earnings  and,  he  says,  "they 
are  very,  very  cheap."  Insurance 
companies  also  are  benefiting  from 
disinflationary  bets.  Cashman  and 
Schafer  are  up  for  Aetna. 

Beyond  rate-sensitive  stocks, 
picks  are  all  over  the  place.  Schafer 
and  McCarthy,  for  instance,  have 
confidence  that  Avon's  new  manage- 
ment will  get  things  rolling  again. 

Net-net,  then,  money  runners 
have  stopped  talking  about  week- 
long  rallies  and  bear  traps  and  are 
chatting  cheerfully  about  the  sec- 
ond— and  eyen  third — leg  of  the  bull 
market.  If  they  are  right,  the  inter- 
est-sensitive stocks,  banks  includ- 
ed, will  be  the  place  to  be.  Don't  be 
misled  because  the  stock  market 
failed  to  react  to  President  Reagan's 
reelection  with  any  enthusiasm 
during  the  first  week.  The  enthusi- 
asm is  there;  the  election  was  just 
too  predictable  to  ignite  it.  ■ 
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Value  Line  Pinpoints... 

DOUBLE-POWERED 


Or  how  to  be  a  Bull  and  a  Bear  at  the  same  time 


Among  the  1700  stocks  under  intensive  year-round  review  by 
Value  Line's  70  research  specialists,  only  101  now  offer  this 
combination:  (Value  Line  10/5/84.) 

•  Each  of  these  stocks  is  now  accorded  a  superior  rank  (Group 
1  or  2)  by  Value  Line  for  Probable  Market  Performance  in  the 
next  12  months.  This  means  we  think  they  will  give  stronger 
price  performance  than  the  average  of  all  1 700  stocks  no  mat- 
ter which  way  the  market  goes  during  the  year  ahead. 

•  Each  is  also  accorded  a  superior  rank  (Group  1  or  2)  by  Value 
Line  for  Safety.  The  Safety  rank  is  based  on  the  stock's  price 
stability  and  the  company's  financial  strength  (each  of  which 
is  also  ranked  separately). 

In  the  opinion  of  Value  Line  research,  this  handful  of  stocks  offers 
investors  some  of  the  best  opportunities  to  capitalize  on  a  rising 
market  in  1985  and — at  the  same  time — retain  superior  protection 
in  the  event  of  a  general  decline. 

Updated  Every  Week 

Every  week  Value  Line's  regular  Summary  &  Index  presents  up- 
to-date  ratings  of  EACH  of  1700  stocks  relative  to  all  others,  as 
follows  . . . 

a)  Rank  for  Relative  Probable  Price  Performance  in  the  Next  12 
Months— ranging  from  1  (Highest)  down  to  5  (Lowest). 

b)  Rank  for  Investment  Safety  (from  1  down  to  5). 

c)  Estimated  yield  in  the  Next  12  Months  (100  stocks  offer  yields 
of  9.4%  and  up— Value  Line  10/5/840 

d)  Estimated  Appreciation  Potentiality  in  the  Next  3  to  5  Years- 
showing  the  future  "target"  price  range  and  the  percentage 
price  change  indicated.  (100  stocks  are  in  the  160%  to  460% 
range— Value  Line  10/5/84.) 

e)  Current  price  and  P/E,  plus  estimated  annual  earnings  and 
dividends  in  current  12  months.  Also  the  stock's  Beta. 

f)  Very  latest  available  quarterly  earnings  results,  and  estimated 
quarterly  earnings  twelve  months  in  advance,  and  dividends, 
together  with  year-earlier  comparisons. 

In  addition,  each  of  the  1700  stocks  is  the  subject  of  a  comprehen- 
sive new  full-page  Rating  &  Report  at  least  once  every  three 
months— including  22  series  of  vital  financial  and  operating 
statistics  going  back  15  years  and  estimated  3  to  5  years  into  the 
future. 

SPECIAL  OFFER 

If  no  member  of  your  household  has  had  a  subscription  to  Value 
Line  in  the  last  two  years,  you  can  now  receive  the  complete  Value 
Line  Investment  Survey  for  the  next  10  weeks  for  only  $37  (about 
half  the  regular  rate).  We  make  this  special  offer  because  we  have 
found  that  a  high  percentage  of  those  who  try  Value  Line  for  a 
:  short  period  stay  with  it  on  a  long-term  basis.  The  increased  cir- 
culation enables  us  to  provide  this  service  for  far  less  than  would 
have  to  be  charged  our  long-term  subscribers  were  their  number 
smaller.  Your  trial  will  include  the  following: 

EVERY  WEEK  a  new  SUMMARY  &  INDEX  taction  (40  page*) . . . 
showing  the  current  ratings  of  1700  stocks  for  future  relative  Price 
Performance  and  Safety— together  with  their  Estimated  Yields 
and  the  latest  earnings,  dividends  and  P/E  data. 

EVERY  WEEK  ■  new  RATINGS  ft  REPORTS  taction  (144  pagn) 
1     •  ■ .  with  full-page  analyses  of  about  130  stocks.  During  the  course 
of  every  13  weeks,  new  full-page  reports  like  this  are  issued  on  all 
1700  stocks. 


EVERY  WEEK  a  naw  SELECTION  ft  OPINION  taction  . . .  with  a 
detailed  analysis  of  an  Especially  Recommended  Stock— plus  a 
wealth  of  investment  background  including  the  Value  Line  Com- 
posite Average  of  more  than  1700  stocks. 

Plus  This  Bonus... 


A  Subscriber's  Guide 

by 

Arnold  Bernhard 

Research  Chairman 


The  booklet,  "A  Subscriber's  Guide," 
which  explains  how  even  Inexperienced 
investors  can  apply  thousands  of  hours 
of  professional  research  to  their  own  port  - 
folios  by  focusing  on  only  two  unequivo- 
cal ratings,  one  for  Timeliness  (Perform- 
ance in  the  next  12  months),  the  other 
for  Safety. 

Special  Bonus  Offer 

Subscribe  to  The  Value  Line  Investment  Survey  for  a  full  one  year 
term  and  receive  as  an  additional  bonus  Value  Line's  complete 
2000-page  Investors  Reference  Service,  with  our  full-page 
reports  on  all  stocks  under  review— fully  indexed  for  your  im- 
mediate reference. 

Money-Back  Guarantee 

You  take  no  risk  in  accepting  this  special  offer.  If  you  are  not 
completely  satisfied  with  The  Value  Line  Investment  Survey,  just 
return  the  material  you  have  received  within  30  days  for  a  full  re- 
fund of  your  fee. 

This  subscription  is  tax-deductible  if  utilized  to  aid  in  the  manage- 
ment of  your  investments. 


CALL  TOLL-FREE: 

If  you  have  Matter  Card,  American  Expratt  or  Vita, 

phone  1-800-331-1750  (operator  13)  24  hra.  7  dayt  a  week. 


THE  VALUE  LINE  INVESTMENT  SURVEY 

Value  Line,  Inc.,  711  Third  Ave.,  N.Y.,  N.Y.  10017 

Dept.316H03 

INTRODUCTORY  OFFER 

D  Begin  my  10-week  trial  subscription  for  $37  to  The  Value  Line 
Survey  (limited  once  to  any  household  every  two  years)  and  send 
me  the  "A  Subscriber's  Guide"  booklet. 

ONE  YEAR  SUBSCRIPTION 
D  Begin  my  1-Year  (52  issues)  subscription  for  $365  and  send  me 
the  two  bonuses  listed  above.  There  are  no  restrictions  with  this  an- 
nual subscription. 

SPECIAL  EXTRA  BONUS 
A  pocket-size  CREDIT  CARD  LCD  CALCULATOR 
given  to  you  when  you  order  The  Value  Line  Invest- 
ment Survey  for  one  year. 


D  My  payment  is  enclosed.  D  Please  charge  to:  D  American  Exp. 
D  Master  Card  D  Visa  Expiration  Date 


- 


This  subscription  is  tax-deductible  and  non-assignable. 
(N.Y.  residents  add  sales  tax.)  Allow  4  to  6  weeks  for  delivery. 

Signature 

Name 

Address 

Apt.  No. 

City 

State 

Zip 
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AFFILIATED  PUBLICATIONS,  INC.  A 

BOSTON,  MASS.  (Oct.  16)— Affiliated  Publications,  Inc. 
announced  today  that  1984  third-quarter  earnings  were 
$6,359,000  or  $.78  per  share  versus  $5,734,000  or  $.71  per 
share  for  the  same  period  in  1983.  Revenues  for  this  quarter 
were  $81,658,000  as  compared  to  $71,487,000  a  year  ago. 

Nine-month  net  incomefor  1984  was  $18,199,000or  $2.24 
per  share  versus  $14,243,000  or  $1.80  per  share  in  1983. 
Revenues  for  the  nine-month  period  were  $245,592,000  as 
compared  to  $209,545,000  for  the  prior  year. 

This  earnings  increase  for  the  nine  months  was  due  to  an 
increase  in  advertising  linage  and  an  improvement  in  our 
broadcast  division's  performance. 

Third  Quarter  September  30.  1984 

1984  1983  %  chg. 

Net  Income  $  6,359,000      $  5.734,000  + 10.9% 

Earnings  per  share  $  .78      $  .71  +  9.9% 

Revenues  $81,658,000      $71,487000  +14.2% 

Avg.  Shares  outstanding  8,134,501         8,034.061 

Nine  Months:  September  30.  1984 

1984  1983  %  chg. 

Net  Income  $18,199,000    $14,243,000  +27.8% 

Earnings  per  share  $  2.24    $  1.80  +24.4% 

Revenues  $245,592,000    $209,545,000  +17.2% 

Avg.  Shares  outstanding  8,129,363         7.900.448 

Affiliated  Publications,  Inc.  is  the  parent  company  of 
Globe  Newspaper  Company,  publisher  of  The  Boston  Globe. 
Through  its  wholly-owned  subsidiary,  Affiliated  Broadcast- 
ing, Inc.,  Affiliated  owns  and  operates  ten  radio  stations 
located  throughout  the  United  States. 

Affiliated  Publications,  Inc.  owns  45%  of  the  common 
stock  of  McCaw  Communications  Companies,  which  oper- 
ates cable-television  and  radio  common  carrier  systems  in 
the  states  of  Alaska,  Idaho,  Oregon,  Washington,  Texas, 
Mississippi,  New  Mexico,  and  Missouri. 

Affiliated  also  has  a  joint  venture  with  McCaw  in  cable 
television  systems  in  southern  Oregon. 

In  addition  to  cable  television  and  radio  common  carrier 
systems,  McCaw  has  filed  applications  for  licenses  to 
operate  cellular  radio  telephone  service  in  64  major  mar- 
kets, including  six  in  the  top  30  markets — Seattle,  Wash- 
ington; Portland,  Oregon;  San  Francisco  and  San  Jose, 
California;  Denver,  Colorado;  and  Kansas  City,  Missouri. 

(Contact:  Daniel  Orr,  Vice  President,  Affiliated  Publica- 
tions, Inc.,  135  Morrissey  Boulevard,  P.O.  Box  2337,  Boston, 
Mass.,  02107,  (617)  929-3035.) 


■ 


AMETEK,  INC.  N 

AMETEK  REPORTS  RECORD  THIRD 
QUARTER  SALES  AND  EARNINGS 

NEW  YORK,  NY  (October  16, 1984)— AMETEK,  Inc.  (NYSE- 
PSE)  announced  today  that  its  third  quarter  net  income 
reached  a  record  $14.3  million  or  65  cents  per  share, 
compared  with  the  $9.1  million  or  42  cents  per  share  earned 
in  last  year's  third  quarter  which  at  the  time  stood  as  the 
most  profitable  quarter  in  the  company's  history.  The 
diversified  industrial  manufacturer  said  that  sales  for  the 
current  three  months  ended  September  30  were  also  a 
record  for  the  third  quarter  at  $128.6  million.  In  the 
comparable  period  last  year  AMETEK's  shipments  totalled 
$118.1  million. 

According  to  company  president  Robert  L.  Noland,  third 
quarter  net  income  benefited  from  a  $4  million,  or  18  cents 
per  share,  income  tax  reduction  as  a  result  of  a  provision  of 
the  Tax  Reform  Act  of  1984  which  eliminated  the  obligation 
to  pay  income  taxes  that  had  been  deferred  on  AMETEK's 
Domestic  International  Sales  Corporation  (DISC).  Without 
this  nonrecurring  credit,  income  in  the  third  quarter  of  the 


current  year  reached  a  record  $10.3  million  or  47  cents  per 
share,  an  increase  of  12%  over  the  42  cents  per  share 
earned  in  the  third  quarter  of  the  prior  year. 

Nine  month  results  are  also  an  all-time  record  for  the 
company  with  net  income  including  the  gain  from  the 
recovery  of  deferred  DISC  taxes  at  $34.6  million  or  $1.59  per 
share  compared  to  $25  million  or  $1.15  per  share  earned  in_ 
the  same  period  of  1983.  Earnings  without  the  nonrecurring 
tax  credit  were  up  23%  to  $30.6  million  or  $1.41  per  share 
when  compared  with  the  $1.15  per  share  earned  in  the  first 
nine  months  of  1983.  AMETEK's  sales  increased  more  than 
15%  to  a  record  $382.9  million  in  the  current  nine  months 
versus  the  $331.6  million  total  for  the  first  three  quarters  of 
the  prior  year. ' 

Last  week  AMETEK  announced  that  it  had  agreed  to 
purchase  the  Acme  heat  exchanger  business  from  Gulf  -i- 
Western  Industries.  Noland  said  this  acquisition  could 
strengthen  his  company's  Process  Equipment  group  by 
adding  to  this  capital  goods  segment  a  business  which 
generated  $8  million  in  sales  last  year.  AMETEK  plans  to 
move  production  of  the  Acme  product  line  to  its  Grand 
Prairie,  Texas  equipment  plant  following  completion  of  the 
cash  transaction  with  Gulf  +  Western  later  this  month. 

Three  Months  Ended  September  30 
1984  1983 


Sales 

Net  Income 
Earnings  Per  Share 
Dividends  Per  Share 
Average  Shares  Outstanding 


Sales 

Net  Income 
Earnings  Per  Share 
Dividends  Per  Share 
Average  Shares  Outstanding 


$128,635,000  $118,082,000 

14,262,000*  9,084,000 

.65*  42 

.20  20 

21,830,597  21,671.195 

Nine  Months  Ended  September  30 

1984  1983 

$382,887,000  $331,598,000 

34,639,000*  24,974,000 

1.59*  115 

.60  50 

21,798,281  21,750,267 


"Net  income  includes  $4  million  or  18  cents  per  share  resulting  from  elimination 
ot  deferred  income  taxes  on  the  company's  Domestic  International  Sales 
Corporation  (DISC)  under  the  Tax  Reform  Act  of  1984. 

In  the  past  four  consecutive  quarters,  AMETEK's  earnings 
totalled  $1.92  per  share  plus  a  $  .26  extraordinary  gain  in 
the  fourth  quarter  of  1983. 

(Contact:  Darrah  Ribble,  AMETEK  Inc.,  Station  Square 
Two,  Paoli,  PA  19301.  Phone:  (215)  647-2121.) 


ARIZONA  SILVER  CORPORATION  (ARIZONA)        O-V 

CONTINENTAL  SILVER  CORP.  (CONTINENTAL)     O-V 

JOINT  NEWS  RELEASE 

VANCOUVER,  B.C.,  CANADA— November  15,  1984. 

Mccracken  silver  property  in  production 

Arizona  (60%  interest)  and  Continental  (40%  interest) 
commenced  production  of  silver  from  their  McCracken  Silver 
Property  in  October,  1984. 

The  McCracken  Silver  Property  (MSP)  is  located  in  Moha- 
ve County  approximately  55  miles  south  of  Kingman,  Ari- 
zona. The  ore  is  being  processed  by  the  Flotation  Mill 
recently  acquired  by  Arizona.  The  Mill,  which  has  a  capacity 
of  500  tons  per  day,  is  located  just  off  Highway  40  at  Yucca 
which  is  about  35  miles  south  of  Kingman  and  some  20 
miles  from  the  McCracken  Mine.  The  former  owners  spent 
substantial  monies  to  prove  up  the  MSP. 

According  to  previous  drill  proven  reserves  the  MSP 
presently  contains  in  excess  of  1,000,000  ounces  of  silver 
and  large  additional  probable  and  possible  tonnages  are 
indicated.  The  underground  ore  from  the  Stonehouse  Vein  is 
assaying  between  12  to  20  ozs.  silver  per  ton,  the  initial 
production  expected  to  average  15  oz.  per  ton.  The  surface 
ore  is  grading  between  4  to  12  oz.  silver  per  ton,  the  initial 


production  expected  to  average  about  10  oz.  per  ton. 

Arizona  (60%  interest)  and  Continental  (40%  interest) 
have  now  concluded  the  acquisition  of  approximately  an- 
other 130  mineral  claims  adjoining  the  MSP.  These  claims 
contain  known  ore  reserves  consisting  primarily  of  exten- 
sions of  the  MSP  Vein  structures. 
WHITE  HILLS  &  EUREKA  MINING  PROPERTIES,  Mohave 
County,  Arizona 

Further  development  work  including  extensive  drilling  ii 
scheduled  for  these  Properties  wherefrom  production  i< 
targeted  to  commence  in  1985. 
BURRO  CREEK  GOLD  PROPERTY 

Negotiations  are  anticipated  to  be  concluded  shortl; 
wherein  Arizona/Continental  would  participate  with  anothe 
company  in  a  Joint  Venture  development  of  this  Property. 

The  Burro  Creek  Property  is  located  just  off  Highway  9.' 
about  20  miles  south  east  of  the  McCracken  mine.  Explora 
tion  work  conducted  to  date  indicates  probable  reserves  ii 
excess  of  1.5  million  tons  of  ore  averaging  .1  oz.  gold  pe 
ton.  More  details  will  be  released  as  the  same  becom 
available. 

ARIZONA  SILVER  CORPORATION  CONTINENTAL  SILVER  CORP. 

CAPITAL  STOCK:  CAPITAL  STOCK: 

Authorized- 10,000,000  Shares  Authorized    -    5,000,000  Share " 

Issued         -         5,481,432  Issued      -      3,663,086  Share , 

LISTED:  LISTED: 

Vancouver  Stock  Exchange/ ARZ    Vancouver  Stock  Exchange  /  CV 
NASDAQ  /ARZNF     NASDAQ  /CTLS. 

(Contact:  Charles  S.  Underhill,  Director,  Arizona  Silvti 
Corporation/Continental  Silver  Corp.,  (Suite  1140)  625  Hovn 
Street,  Vancouver,  B.C.  V6C  2T6,  (604)  689-5588.) 


COLOR  TILE,  INC. 

FORT  WORTH,  Texas  (Oct.  18)— Color  Tile,  Inc.  reportff 
earnings  for  the  first  quarter  of  fiscal  1985  of  $2,809,00 : 
or  $.31  per  share,  versus  $2,689,000,  or  $.26  per  share,  f  | 
the  same  period  a  year  ago. 

Sales  for  the  quarter  were  $75,507,000  as  compared 
$62,775,000  last  year,  a  20.3%  increase.  A  total  of  6: 
stores  in  47  states  were  in  operation  at  September  30, 19&- 
versus  602  last  year. 

First  Quarter  Ended  September  30:  1984  1983 

Net  Sales 


Income  before  income  taxes 
Provision  for  income  taxes 

Net  Income 
Average  common  shares  outstanding 
Net  income  per  average  common  share 


$75,507,000 

$62,775,000 

$  5,392,000 

$  5,055,000  ». 

2,583,000 

2,366,000 

$  2,809,000 

$  2,689,000 

9,151,000 

10,367,000 

$.31 


"Our  strong  advertising  promotion  and  concentration  . 
strengthening  gross  margin,  has  produced  favorable  resi 
in  the  first  quarter.  This  quarter  provides  an  excellent  bitj 
for  continued  positive  results  in  the  future,"  stated  John 
Wilson,  Chairman  of  the  Board,  President  and  Chief  Exe- 
tive  Officer. 

(Contact:  Barry  W.  Witt,  Vice  President  &  Treasurer,  C(  j 
Tile,  Inc.,  515  Houston  St.,  Fort  Worth,  TX  76102.  Pho 
(817)  870-9634.) 


COMPUTER  TASK  GROUP,  INC. 

BUFFALO,  N.Y.,  October  11— Computer  Task  Group, 
Thursday  reported  record  revenues  and  net  income  for 
third  quarter  ended  September  30,  1984. 

This  was  the  seventh  consecutive  quarter  in  which  | 
set  record  revenues. 
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In  announcing  CTG's  quarterly  results,  David  N.  Camp- 
ill,  Chairman  of  the  Board  and  Chief  Executive  Officer, 
ted  several  major  milestones  the  Company  surpassed  in 
te  quarter: 

Revenue  exceeded  $21  million 
Net  Income  exceeded  $525  thousand 
Total  technical  staff  employment  topped  1,425 
Also  attributing  to  CTG's  continued  growth  was  the  impact 
the  results  of  CTG's  recent  acquisition  in  California. 
The  company  operates  in  37  cities  in  the  United  States, 
lares  are  traded  publicly  through  the  National  Association 
:  Securities  Dealers  under  the  symbol  of  "CTSK". 


Quarter  Ended  September  30 

1984 

1983           Increase 

venue 

$21,876,000 

$13,551,000         61% 

t  Income 

$      538,000 

$     406,000         33% 

».s. 

$              .26 

$            .21         24% 

Nine  Months  Ended  September  30 

1984 

1983            Increase 

venue 

$57,882,000 

$37,749,000         53% 

t  Income 

$  1,386,000 

$  1,075,000         29% 

».S. 

$              .68 

$            .56         29% 

(Contact:  William  P.  Adamucci,  Vice  President-Finance, 
omputer  Task  Group,  Inc.,  800  Delaware  Ave.,  Buffalo,  N.Y. 
1209.  Phone  (716)  882-8000.) 


KEAT  LAKES  FEDERAL  SAVINGS  0 

AND  LOAN  ASSOCIATION 

ANN  ARBOR,  ML,  Oct.  12— Great  Lakes  Federal  Savings 
id  Loan  Association  (NASDAQ:  GLFS)  today  reported  third 
iiarter  net  income  of  $1.84  million  or  $.58  per  share  and 
jtal  assets  to  date  of  over  $2.1  billion.  Third  quarter 
frnings  increased  stockholder  equity  to  $76,399,076  for  a 
tok  value  of  $24.16  per  share. 

Financial  Highlights 
(dollar  amounts  in  thousands,  except  per  share  data) 
Third  Quarter  Year  to  Date 

1984                  1983                  1984  1983 

lings  pec  share  $           .58  J           10  $          2.17  $        132 

income  $         1,839  S          302  $         6.850  $       4160 
inteiesl 

come  $        8,039  $       5.373  $      22,395  $     14,377 

on  loans  and 

sanities  sold  $          103  t        213  $          569  $      3.936 

est  margin                2.14%               219%                  2.21%  189% 

assets  $2,119,610  $1,772,819  $2,119,610  $1772.819 
eholdeis- 

luity  $      76,399  $    69,193'  $      76,399  J    69.193* 

•aluefthare            $24,16             $2188*               $24.16  $2188* 
■odes  on  a  pro-forma  basis  $24,911,000  in  stock  conversion  proceeds 

In  assessing  1984  performance  to  date,  Roy  E.  Weber, 

airman  and  President,  noted  the  association's  increasing 

[flity  to  lessen  the  adverse  impact  of  Jiigher  market 

■Brest  rates  through  its  program  of  interest  rate  sensitive 

ding. 

//eber  commented  on  the  third  quarter  activity  of  GLFS 
■*ck  as  still  being  largely  affected  by  interest  rate  move- 
nt. "As  soon  as  interest  rates  began  to  level  off,  market 
'fidence  rose — and  so  did  our  stock."  But  even  better, 
1)er  also  commented,  "we're  seeing  a  greater  apprecia- 
*i  in  the  investment  community  for  Great  Lakes  Federal's 
iiiagement  plan  and  earnings  performance." 


A  recent  report  by  A.G.  Edwards  emphasized  Great  Lakes 
Federal's  profit  performance  and  "forward  looking  business 
strategy"  as  two  factors  that  would  position  the  association 
more  favorably  than  the  overall  thrift  industry. 

Great  Lakes  Federal  Savings  is  the  59th  largest  savings 
and  loan  in  the  country  and  the  third  largest  in  Michigan. 
The  association,  which  operates  56  branch  offices  through- 
out Michigan's  lower  peninsula,  converted  to  a  publicly  held 
corporation  in  December,  1983. 

(Contact:  Robert  J.  Delonis,  Senior  Vice  President  and 
Chief  Financial  Officer,  Great  Lakes  Federal  Savings,  401  E. 
Liberty,  Ann  Arbor,  Ml  48104.  Phone:  (313)  769-8300.) 


MACMILLAN  ENERGY  CORP.  V 

VANCOUVER,  B.C.  Oct.  31 — MacMillan  Energy  Corp.  has 
reported  it  has  vended  a  second  block  of  450  claims  of  its 
approximate  1,050  claim  Pukaskwa  Project,  located  in  the 
Mishibishu  Lake  region  some  45  miles  southeast  of  Hemlo, 
Ontario. 

A  joint  venture  agreement  with  Acheron  Resources  Ltd. 
(ACZ-V)  and  Skyhigh  Resources  Ltd.  (SHU-V)  calls  for 
MacMillan  to  retain  a  20%  carried  interest  in  the  property. 

The  purchase  terms  include  a  $2.0  million  work  commit- 
ment to  be  completed  by  November  16,  1986,  and,  three 
annual  cash  payments  of  $100,000  each  beginning  Novem- 
ber 16,  1984. 

Acheron  and  Skyhigh  also  have  been  granted  options  to 
purchase  MacMillan  shares  on  the  following  basis:  100,000 
shares  at  $1.00  per  share  by  April  30, 1985;  100,000  shares 
at  $1.50  per  share  by  October  31,  1985;  150,000  shares  at 
$2.00  per  share  by  April  30,  1986,  and  150,000  shares  at 
$2.50  per  share  by  October  31,  1986. 

MacMillan  said  the  terms  parallel  those  of  an  earlier 
announced  450  claim  joint  venture  with  Granges  Exploration 
Ltd.,  Goldbelt  Mines  Inc.  and  Pecos  Resources  Ltd.  as  to  300 
claims  and  Macrim  Investment  Corporation  as  to  150 
claims. 

MacMillan  said  it  intends  itself  to  develop  the  remaining 
150  claims  of  its  original  holdings  but  that  formal  agree- 
ments with  its  joint  venture  partners  will  include  provision 
for  all  parties  to  participate  in  any  commercial  ore  body  that 
may  be  developed. 

The  large  42,000-acre  original  claim  block  surrounds  the 
Mishibishu  Lake  gold  property  being  developed  by  Westfield 
Minerals  and  Windarra  Minerals. 

MacMillan  President  Anthony  L.  Agostino  said  extensive 
surface  exploration  by  Westfield-Windarra  is  reported  to 
have  identified  a  stratabound  zone  striking  for  13  000  feet. 

The  zone  also  has  been  reported  to  widen  appreciably 
toward  the  eastern  boundary  of  the  Westfield-Windarra 
property,  extending  in  places  to  more  than  900  feet  in  width. 

Agostino  said  exploration  crews  now  on  the  MacMillan 
project  are  updating  geophysical  information  as  a  prelude 
to  full-scale  exploration  activities. 

'Obviously,  we  will  be  testing  for  extension  of  the  West- 
field-Windarra strike  length  onto  our  property,'  he  said. 

'Our  engineering  to  date  confirms  what  our  neighbors 
have  reported,  and  that  is  that  the  felsic  package  of  rocks 
which  comprise  the  stratigraphic  unit,  show  similarities  to 
the  Hemlo  Gold  Camp,'  he  said. 

MacMillan  plans  an  aggressive  exploration  program, 
Agostino  said,  he  noted  that  the  company  has  strong  joint 
venture  partners  who  have  committed  $4.0  million  toward 
exploration  plus  a  total  of  $600,000  cash  payments  to  the 
company. 

'In  addition,  he  said,  MacMillan  can  net  a  total  of 


$1,850,000  if  the  partners  exercise  the  total  1.0  million 
shares  optioned  to  them.' 

(For  further  information  contact  Anthony  L  Agostino,  at 
MacMillan  Energy  Corp.,  Suite  810,  625  Howe  St.,  Vancou- 
ver, B.C.  Canada  V6C  2T6.  Phone  (604)  687-8867.) 


SOVRAN  FINANCIAL  CORPORATION  0 

NORFOLK,  VA.,  Oct.  17— Sovran  Financial  Corporation 
today  reported  net  income  of  $21,145  million  for  the  third 
quarter  of  1984,  23.7%  above  the  $17,098  earned  in  the 
same  quarter  last  year.  These  earnings  on  a  fully  diluted  per 
share  basis  were  $1.21  in  1984  and  $1.02  in  1983,  an 
increase  of  18.6%. 

For  the  first  nine  months  of  1984,  net  income  was 
$58,998  million,  an  increase  of  14.2%  over  the  $51,659 
million  for  the  prior  year's  period.  The  nine  months  earnings 
on  a  fully  diluted  per  share  basis  were  $3.45  in  1984  and 
$3.11  in  1983,  a  growth  of  10.9%. 

Profitability  increased  for  the  third  quarter  of  1984,  with 
return  on  average  assets  of  1.17%  exceeding  the  1.00% 
reported  for  the  same  quarter  last  year.  Return  on  average 
shareholders'  equity  rose  to  17.82%  for  the  third  quarter 
from  16.76%  for  the  comparable  period  of  1983. 

C.A.  Cutchins,  III,  Chairman  of  the  Board  and  Chief 
Executive  Officer,  attributed  the  company's  earnings  growth 
in  both  the  third  quarter  and  first  nine  months  to  increases 
in  net  interest  income  and  other  operating  income.  Other 
expenses  for  the  third  quarter  and  first  nine  months  of  1984 
were  4.5%  and  6.2%  above  the  respective  periods  a  year 
earlier.  Cutchins  added  that  earnings  continue  to  benefit 
from  an  expense  control  program  which  has  held  the  growth 
in  other  operating  expenses  at  "very  respectable  levels." 

A  major  expense  reduction  program  is  the  consolidation 
of  17  overlapping  branch  banking  offices.  To  date,  16  of  the 
targeted  offices  have  been  combined  with  nearby  branches. 
It  is  estimated  that  this  measure  alone  will  save  the 
Corporation  approximately  $1  million  in  future  annual 
expenses. 

Total  assets  on  September  30,  1984,  were  $7.5  billion, 
6.0%  above  the  same  date  last  year.  Earning  assets  of  $6.4 
billion  at  the  end  of  the  third  quarter  were  4.9%  above  the 
prior  year's  level.  Total  loans,  net  of  unearned  income,  of 
$5.1  billion  on  September  30, 1984,  were  15.0%  higher  than 
on  the  same  date  in  1983.  Total  deposits  of  $5.9  billion  at 
the  end  of  the  third  quarter  were  4.5%  above  those  on 
September  30,  1983. 

Nonperforming  assets  on  September  30,  1984,  were 
$23.5  million  or  .31%  of  total  assets  as  compared  with 
$37.3  million  and  .53%  on  the  same  date  in  1983. 

Net  charge-offs  of  $8.9  million  at  the  end  of  the  third 
quarter  of  1984,  were  .25%  of  total  average  loans  compared 
with  $7.1  million  and  .23%  a  year  earlier.  The  allowance  for 
loan  losses  on  September  30,  1984,  was  $54.3  million  or 
1.07%  of  loans,  net  of  unearned  income,  compared  with 
$51.3  million  and  1.16%  on  the  same  date  of  the  prior  year. 

(Contact:  James  A.  Kirkpatrick,  Vice  President,  Sovran 
Financial  Corporation,  1  Commerce  Place,  Norfolk,  VA 
23510.  Phone:  (804)  441-4705.) 


TELEFLEX,  INC.  A 

TELEFLEX  INCOME  &  REVENUES 
INCREASED  IN  THIRD  QUARTER 

LIMERICK,  PA  (Oct.  15)— Teleflex  Incorporated  today 
reported  that  net  income  for  the  third  quarter  ended 
September  23,   1984  increased  by  15%  to  $2,485,000 
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Earnings  per  share  increased  15%  to  $.47  from  $.41  in  the 
prior  year. 

Net  income  for  the  nine  months  ended  September  23, 
1984  increased  19%  to  $8,541,000  or  $1.62  per  share 
compared  to  $7,190,000  or  $1.40  oer  share  in  1983. 
Revenues  rose  22%  to  $113,924,000  compared  to 
$93,233,000  last  year. 

COMPARATIVE  SUMMARY  OF  REVENUES  AND  EARNINGS 

(Unaudited) 


Three  Months  Ended 

Nine  Months  Ended 

Sept  23, 

Sept.  25, 

Sept.  23, 

Sept.  25, 

1984 

1983 

1984 

1983 

Revenues 

»35,975,000 

$29,913,000 

(113,924,000 

$93,233,000 

Income  betore 

taxes 

$  4,285,000 

$  3,672,000 

$    14,726,000 

$12,194,000 

Net  income 

J  2,485,000 

$  2,169,000 

$     8,541,000 

$  7,190,000 

Earnings 

per  share 

i                47 

$          .41 

$               1.62 

$          1.40 

Common  Shares  outstanding 

5,212,000 

5,189,000 

Teleflex  Incorporated  is  a  company  which  solves  engi- 
neering problems  by  the  development  and  application  of 
new  specialized  technologies. 

(Contact:  John  F.  Schoenfelder,  Secretary  &  Treasurer  or 
John  H.  Remer,  Senior  Vice  President,  Teleflex,  Inc.,  155  South 
Limerick  Road,  Limerick,  PA  19468.  Phone:  (215)  948-5100.) 


UNITED  ENERGY  RESOURCES,  INC.  N 

HOUSTON,  TX.,  Oct.  26,  1984— United  Energy  Resources, 
Inc.  today  reported  unaudited  consolidated  net  income  of 
$20.5  million  on  revenues  of  $1  billion  for  the  third  quarter  of 
1984,  compared  with  a  net  loss  of  $18  million  on  revenues  of 
$844  million  for  the  third  quarter  of  1983. 

Earnings  per  share  for  the  third  quarter  of  1984  were 
$0.74,  compared  with  the  $0.65  per  share  loss  reported  for 
the  third  quarter  of  1983.  The  1983  third  quarter  results 
included  a  $35  million,  or  $1.26  per  share,  write-down  of 
Cotton  Petroleum  Corporation's  oil  and  gas  properties. 

J.  Hugh  Roff ,  Jr.,  United  Energy's  Chairman,  President  and 
Chief  Executive  Officer,  stated,  "Our  positive  1984  third 
quarter  comparison,  excluding  last  year's  write-down,  re- 
flects our  continued  success  in  increasing  total  volumes  on 
our  pipeline  systems  in  spite  of  the  intensely  competitive 
environment.  This  has  been  accomplished  through  a  combi- 
nation of  vigorous  marketing  and  successful  efforts  to  reduce 
costs.  Throughout  our  organization  a  'can-do'  attitude  is 
being  exhibited,  allowing  us  to  be  strategically  aggressive, 
yet  careful,  and  innovative  in  our  endeavors." 

United  Energy  Resources,  through  its  subsidiaries,  is 
engaged  in  natural  gas  transmission;  oil  and  gas  exploration, 
development  and  production;  contract  drilling  and  well 
servicing;  and  bulk  liquids  terminating  and  marketing.  New 
York  Stock  Exchange  listing:  UnEnrg.  Ticker  Symbol:  UER. 

(Contact:  Edmund  P.  Segner,  United  Energy  Resources, 
Inc.,  P.O.  Box  1478,  Houston,  TX  77001.  Phone:  (713)  229- 
5396.) 


USLICO  CORPORATION  0 

USLICO  Corporation  Reports  Excellent  Earnings 

WASHINGTON,  D.C.,  October  24,  1984— Mr.  Leslie  P. 
Schultz,  Chairman,  President  and  Chief  Executive  Officer  of 
the  newly  formed  USLICO  Corporation  which  now  owns  United 
Services  Life,  a  Virginia  life  insurance  company,  and  its  eight 
subsidiaries  announced  excellent  third  quarter  results.  Net 
profit  for  nine  months  of  1984  was  $24,933  million  versus 
$14.0  million  for  the  same  period  of  1983.  This  78  percent 
increase  equals  $4.00  earnings  per  share  versus  $2.25. 


Net  operating  earnings  of  $24,898  million  reflect  the 
Federal  tax  law  changes  included  in  the  Deficit  Reduction  Act 
of  1984,  signed  into  law  18  July  1984. 

Total  revenue  reached  $142  million  versus  $118  million  in 
1983,  a  20.3  percent  increase.  The  return  on  stockholders' 
equity  rose  to  18.5  percent,  from  13.7  percent  for  the  same 
nine  month  period  in  1983.  Earnings  for  the  third  quarter  of 
1984  were  $15.3  million  versus  $5.2  million  for  1983.  The  net 
earnings  per  share  were  $2.46  versus  $.83. 

New  business  permiums  for  nine  months  totaled  $83.2 
million  up  from  $36.5  million  in  1983.  USLICO  Securities,  the 
corporation's  financial  planning  unit,  reflected  a  strong  role 
by  producing  new  investment  funds  $8.2  million  versus  $3.9 
million  for  the  nine  month  period  in  1983.  Life  volume  paid  for 
was  $2.8  billion  versus  $2.1  billion  in  1983,  a  32  percent 
increase. 

Sales  for  the  third  quarter  were  $25.1  million  of  new 
premiums  versus  $13.3  million  in  1983.  New  USLICO  Securi- 
ties investment  funds  were  $2.3  million  up  from  $1.3  million 
for  the  third  quarter  in  1983.  New  life  volume  for  the  third 
quarterwas  $1,019.5  million  versus  $636.6  million  in  1983,  a 
60  percent  increase.  (All  figures  on  sales  include  United 
Olympic  figures  for  both  1984  and  1983.) 

The  life  companies  which  comprise  the  newly  formed 
holding  company  now  have  over  $1  billion  in  assets  and 
$14.8  billion  of  insurance  in  force,  of  which  nearly  $10  billion 
is  individual  life  policies. 

Nine  Months  Ended  Quarter  Ended 


30  September 
1984  1983 


30  September 
1984  1983 


Totallncome  $141,623,913    111?  684,041  $60,658,551    $38,266  200 
Net  Earnings  (excluding 

Capital  Gems)  24.898,596       13.061.257     15,298,911       5.209854 

Realized  Capital  Gams  35,247          943.096           33.682        113.841) 

Net  Earnings  24.933,843       14,004.353     15,332,593       5,196.013 
Earnings  per  Share 

Net  Earnings  (excluding 

Capital  Cams)  4.00               2 10               2.46                83 

Realized  Capital  Gains  —                15                 — 

Net  Earnings  4.00               2  25               2.46                83 

Book  Value  per  Share  24.85              2128             24.85            2128 
Number  of  Shares 

Outstanding  6,234,716         6,234.716       6,234,716       6.234.716 

(Contact:  Leslie  P.  Schultz,  Chairman,  President  and  Chief 

Executive  Officer,  USLICO  Corporation,  1701  Pennsylvania 
Avenue,  NW,  Washington,  DC  20006,  (202)  342-0535) 


UTL  CORPORATION  0 

DALLAS,  TX.,  Oct.  23— UTL  Corporation  (OTC:  UTLC),  today 
reported  record  revenues  and  earnings  for  its  first  quarter 
ended  Sept.  30,  1984. 

For  the  three  months  ended  Sept.  30, 1984  net  income  rose 
to  $1,200,968  or  $.25  per  share  on  revenues  of  $6,364,000 
compared  to  net  income  of  $966,151  or  $.20  per  share  on 
revenues  of  $5,022,772  for  the  first  quarter  of  last  year. 

UTL  is  a  prime  defense  contractor  engaged  in  research, 
development  and  production  of  advanced  electronic  warfare 
systems. 

UTL  CORPORATION 

(Unaudited) 


Three  Months  Ended  Sept  30 

1984 

1983 

Revenues 

$6,364,000 

$5,022,772 

Net  income 

J  1,200,968 

$   966,151 

Average  common  shares  outstanding 

4,830,000 

4,828,000 

Income  per  common  share 

$25 

$.20 
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Copies  of  financial  publications  from  UTL  Corporation  can 
be  obtained  without  charge  by  calling  one  of  the  following 
toll-free  numbers:  Inside  Texas:  l-(800)-492-6414  Ext.  25; 
Outside  Texas  l-(800)-521-0583  Ext.  25. 


SPECIAL  because  it's  where 
publicly-held  corporations  can 
report  current  developments 
to  some  of  America's  most  im- 
portant investors:  the  readers 
of  FORBES. 

CORPORATE  REPORT 
UPDATES  appears  once  a 
month.  For  added  editorial  im- 
pact, it's  positioned  in  FORBES 
popular  financial  section, 
"Money  and  Investments." 


FORBES  has  71 5,000 
subscribers  and  a  total  reader 
ship  that  exceeds  2,600,000. 
98%  of  FORBES'  subscribers 
have  investment  portfolios 
with  an  average  value  of 
$615,000.  Over  half  are  in- 
volved with  helping  others  mah 
investment  decisions.  Those 
others  include  corporations,  in 
stitutions,  pension  funds, 
trusts  and  estates. 

ONCE  EACH  MONTH,  in  Cor- 
porate Report  Updates,  you  ce 
reach  those  active  investors 
when  they  reach  for  FORBES. 

FORBES  gets  results.  For 
more  information  call  or  write: 

Sarah  Madison 
Corporate  Report  Updates 
Forbes  Inc. 
60  Fifth  Avenue 
New  York,  NY  10011 
Phone:(212)620-2371 
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Those  of  us  binge-and-hangover,  action- 
reaction  exponents  of  the  market  foresee 
short,  sharp  gains  on  high  volume,  then 
prolonged  periods  of  digestion. 

MEGAPOINT  POPS 


By  Ann  C.  Brown 


It's  no  secret  that  I  expect  big  things 
from  the  stock  market  over  the  next 
12  to  18  months.  So  do  a  growing 
number  of  other  economic  advance 
men  and  women.  Our  only  disagree- 
ment is  in  how  we  think  the  aver- 
ages will  get  where  we  think  they 
are  going.  Some  of  my  colleagues 
are  looking  for  a  slow  and  steady 
rise,  with  moderate  trading  volume 
and  minimal  day-to-day  price 
movement.  A  point  or  two  here  and 
there — nothing  spectacular — just  a 
sneaky  creep  to  1400  and  more  on 
the  DJI  in  what  will  be  mistakenly 
described  at  the  time  as  a  "dull  and 
boring  market." 

Then  there  are  those  of  us  who 
are  binge-and-hangover,  action-re- 
action exponents.  We  foresee  short, 
sharp  gains  on  high  volume,  fol- 
lowed by  prolonged  periods  of  diges- 
tion, similar  to  what  happened  on 
and  after  Aug.  3,  Sept.  13  and  Oct. 
18.  Rocket  and  retrace  half  the 
move,  soar  and  step  back  a  bit. 
There  are  too  many  large  institu- 
tional investors  guided  by  too  many 
of  the  same  fundamental  and  tech- 
nical signals  to  produce  an  orderly 
market.  Over  the  near  term,  the  up- 
ward progress  we  predict  promises 
to  be  an  exciting  and  uneasy  affair, 
with  the  stock  market  likely  to  be 
the  lead  news  story  more  than  once 

Ann  C.  Brown  is  chief  executive  officer  of  the 
equity  advisory  and  portfolio  management 
firm  of  A.C  Brown  &  Associates. 


before  year-end  1985. 

Portfolio  management  in  a  peak- 
and-plateau  atmosphere  is  a  nerve- 
stress  test.  In  markets  like  this,  luck 
(a.k.a.  superior  timing)  and  patience 
frequently  play  larger  roles  than  in- 
dividual stock  selection.  Neverthe- 
less, there  are  several  things  to  keep 
your  eye  on  that  others  will  be  keep- 
ing their  eyes  on  that  could  affect 
your  investment  performance.  One 
example  will  be  the  actions  taken 
by  the  Administration  during  the 
first  100  days  of  the  second  time 
around.  During  this  period  the 
President  stands  the  best  chance  of 
obtaining  passage  for  such  programs 
as  tax  reform,  spending  cuts  and 
continued  transference  of  social 
welfare  responsibility  to  the  states. 

Worth  your  attention,  too,  is 
what's  up — or  rather,  down — at  the 
Federal  Reserve.  Third-quarter  cor- 
porate earnings,  by  and  large,  under- 
whelmed most  analysts,  and  some 
questionable  leading  and  mislead- 
ing indicators  of  recent  economic 
activity  suggest  an  additional 
amount  of  monetary  accommoda- 
tion is  both  necessary  and  desirable. 
The  rate  on  Federal  Funds  has  al- 
ready declined,  from  1 1  %  earlier  in 
the  year,  to  about  9%  now.  Before 
the  end  of  1984,  further  slippage,  to 
8lA%  or  so,  could  be  possible.  This 
would  be  initially  bullish  for  fixed- 
income  instruments,  and  later  on 
(but  not  much  later)  for  equities. 

Meanwhile,  don't  forget  to  watch 
closely  what's  going  on  back  at  the 
corporate  ranch.  An  excessive 
amount  of  involuntary  inventory 
accumulation  will  be  bad  for  busi- 
ness— and  for  the  stock  market. 
Negative,  too,  will  be  cancelations 
and  stretchouts  of  capital  spending 
programs  as  well  as  creative  rev- 
enue-raising devices,  such  as  a  cor- 
porate surtax  designed  to  reduce  the 
budget  deficit  by  indirectly  tapping 


the  public's  purse.  Good  signs  for 
business:  continued  lower  energy 
costs,  stable  commodity  prices, 
moderate  wage  settlements  and  a 
declining  dollar. 

From  now  until  the  end  of  the 
year,  consider  concentrating  your 
new  stock  purchases  in  attractive 
equities  that  others  may  be  parting 
with  for  income-tax  purposes. 
Prime  candidates  are  those  issues 
that  sold  appreciably  above  their 
present  prices,  both  last  December 
and  late  this  past  June.  Because  of 
the  change  in  the  capital  gains  hold- 
ing period,  disappointing  perform- 
ers face  unique  double-barreled  sell- 
ing pressure  from  12-month  and 
6-month  investors  nearing  the  end 
of  the  opportunity  to  realize  short- 
term  losses. 

There  are  a  number  of  stocks  that 
fit  this  category,  but  three  previous 
recommendations  come  to  mind 
and  look  like  excellent  buys  on  any 
weakness  that  may  develop  over  the 
next  few  weeks.  Holiday  Inns  (41)  is 
one  such  animal.  A  variety  of  rea- 
sons have  caused  a  10%  -to- 12% 
shortfall  in  the  earnings  earlier  esti- 
mated for  1984.  However,  the  stock 
is  down  25%  from  its  recent  high, 
and  next  year  the  company  is  esti- 
mated to  earn  around  $4.25  per 
share,  which  would  put  it  back  on 
its  1 7%  earnings  growth  rate  track. 

Cincinnati  Milacron  (23)  is  an  old 
friend  from  a  split-adjusted  recom- 
mendation at  $2.50  per  share  (Feb. 
20,  1978).  Currently,  the  earnings 
estimates  for  this  admittedly  cycli- 
cal machine-tool  company  range 
from  $1.10  per  share  to  as  much  as 
$2.85  for  1985.  Best  single-point 
guesstimate:  $1.75.  Cincinnati  Mil- 
acron is  down  substantially  in  price 
from  the  upper  30s  reached  in  both 
1983  and  1984  and,  if  the  stock  re- 
turns to  this  level,  you  are  looking 
at  60%  capital  appreciation. 

A  year  ago,  when  Tandy  (24)  was 
$37,  I  wrote  that  the  stock  had  a  lot 
going  for  it.  Obviously,  not  enough, 
as  the  3%  year-to-year  1984  fiscal 
(June)  earnings  gain  showed  only 
too  clearly.  The  stock  has  been 
pounded  to  the  point  where  it  now 
sells  at  8  times  fiscal  1985  estimat- 
ed earnings  of  $2.95  to  $3.05  per 
share  and  7  times  1986's  $3.35.  If 
Tandy  falls  below  20,  I  may  gamble 
this  year's  IRA  on  100  shares.  May- 
be by  the  time  I'm  65  the  stock  price 
will  equal  my  age.  ■ 
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By  Kenneth  L.  Fisher 


Capital  Markets 


There  are  many  businesses  where  being 
biggest  in  the  U.S.  isn't  what  counts;  it's 
being  biggest  in  your  own  backyard. 

HOW  TO  CASH  IN 
ON  WHIZZERS 


tages  of  a  national  firm  without  los- 
ing the  human  touch  of  being  local. 
By  the  time  you  have  lost  that  local 
touch,  you  are  big  enough  to  cash  in 
your  chips  and  head  for  Hawaii. 

This  principle  is  inherent  in  any 
new  idea — you  don't  need  to  be 
first,  only  first  in  your  region.  After 
Colonel  Sanders  proved  that  folks 
would  buy  fast-food  chicken  in  Ken- 
tucky, S.  Truett  Cathy  exploded  out 
of  Atlanta  with  Chick-fil-A  restau- 
rants and  his  boneless  fried  chicken 
sandwich.  Cathy  has  built  280  out- 
lets in  31  states — and  a  fortune  to 
boot.  But  he  still  concentrates  heav- 
ily in  the  Southeast.  Even  with  the 
big  three  fast-fooders  (Burger  King, 
McDonald's  and  Wendy's)  now  in 
the  chicken  business,  Cathy  holds 
his  own  with  his  strong  regional 
base.  The  big  national  chains  don't 
have  that  many  advantages  over  a 
regional  giant.  Wendy's  decided  to 
go  into  the  chicken  business,  but  its 
national  status  hasn't  helped  much. 
Its  Sisters  Chicken  &.  Biscuit  chain 
has  struggled  up  to  49  outlets  and  is 
still  losing  money. 

Sometimes  the  big  guys  simply 
overlook  fertile  markets.  For  exam- 
ple, Seattle-based  Nordstrom  (32) 
pyramided  an  unexciting  shoe  busi- 
ness into  a  major  regional  retailing 
chain  with  a  national  reputation  be- 
cause it  was  good,  but  also  because 
the  national  chains  hadn't  exploited 
the  Pacific  Northwest  the  way  they 
could  or  should  have.  By  the  time 
the  nationals  caught  on,  Nordstrom 
was  king  of  the  mountain.  Along 
the  way,  its  stock  increased  fivefold 
in  value. 

While  retailing  is  one  prevalent 
place  for  regional  segmentation, 
there  are  lots  of  others.  Regional 
focus  is  fundamental  to  cost-con- 
scious commodity  producers,  par- 
ticularly those  with  heavy,  freight- 
intensive  products.  Cement  produc- 
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You  are  on  vacation  in  California 
and  notice  that  strawberry-coated 
whizzers  are  all  the  rage — kids  are 
lining  up  for  them  everywhere.  But 
back  home  in  Peoria,  they  are  un- 
known. Returning  from  vacation, 
you  quit  the  factory  and  start  up  the 
state's  first  whizzer  stand.  If  you  are 
aggressive,  you  might  dot  the  whole 
Midwest  market  with  whizzer 
stands  before  any  big  competitor 
gets  a  whiff  of  what  you  are  up  to. 
By  the  time  competition  shows  up, 
you  have  lots  of  hard-to-overcome 
advantages.  For  instance,  on  the  ba- 
sis of  market  share  in  your  region, 
you  can  amortize  the  cost  of  region- 
al advertising  over  your  various 
stands.  The  latest  whizz  to  come 
along  can't.  You  are  on  local  radio 
and  in  the  regional  newspapers  and 
magazines.  Smaller  competition 
isn't.  By  capitalizing  on  your  early 
start  you  have  made  yourself  the 
whizzer  king  of  the  Midwest  and  are 
well  on  your  way  to  joining  The 
Forbes  Four  Hundred. 

Since  you  are  buying  for  all  your 
stores,  you  can  get  freight-rate 
breaks,  based  on  volume  and  central 
warehousing,  that  a  Johnny-come- 
lately  can't  afford.  So  your  costs  per 
unit  are  lower.  Operating  in  this 
mode,  you  get  many  of  the  advan- 

Kenneth  L.  Fisher,  a  guest  columnist,  is 
a  money  manager  based  in  Burlingame, 
Calif  He  is  author  of  Super  Stocks,  pub- 
lished by  Dow  Jones-Irwin. 


ers,  burdened  by  the  need  to  truck 
wet  cement  to  remote  building 
sites,  have  always  marketed  locally. 
Inland  steel  producers,  far  from  wa- 
ter, have  been  relatively  protected 
from  the  full  brunt  of  cheap  foreign 
steel.  And  even  low-cost  steel  pro- 
ducers such  as  Nucor  and  Chaparral 
(50%  owned  by  regional  cement 
producer  Texas  Industries)  carefully 
operate  along  regional  lines  to 
maximize  profits. 

Hotel,  restaurant  and  supermar- 
ket chains,  along  with  distributors, 
insurance  companies  and  airlines, 
are  just  a  few  of  the  areas  in  which 
regional  segmentation  has  paid  off 
as  a  means  for  little  guys  to  build  up 
good-size  businesses  without  suffer- 
ing at  the  hands  of  bigger,  more 
powerful  national  competition. 

Investing  in  regional  segmenta- 
tion offers  additional  advantages  for 
individual  investors.  You  can  check 
them  out  at  home.  What  are  the 
kids  lining  up  for  in  your  area?  What 
burgeoning  local  products  have  you 
been  buying  that  didn't  exist  five 
years  ago?  No  New  York-based  se- 
curity analyst  is  likely  to  beat  you 
to  such  bargains. 

A  nifty  tool  for  checking  out  re- 
gional up-and-comers  is  Ward's  Di- 
rectory. It's  great,  available  in  many 
libraries,  and  yet,  like  most  good 
things,  it's  largely  unknown  on 
Wall  Street.  Ward's  spotlights  the 
55,000  largest  U.S.  corporations — 
public  and  private — by  ZIP  code.  It 
shows  the  location,  phone  number, 
corporate  sales  and  number  of  em- 
ployees, as  well  as  whether  the 
stock  is  publicly  traded.  By  looking 
at  several  years'  editions,  you  can 
spot  unknown  emerging  companies 
in  your  own  backyard — or  anyone 
else's.  A  few  regional  hotshots  that 
haven't  gotten  much  national  atten- 
tion include: 

Alaska  Airlines  (13,  with  a  price/ 
sales  ratio  of  0.40  and  a  P/E  of  8)  has 
shown  consistent  profitability  and 
growth  in  a  red-ink-plagued  indus- 
try. It's  hardly  overpriced. 

Hook  Drugs  (21  j  PSR,  0.28;  P/E, 
11),  with  288  stores,  is  the  top  drug- 
store chain  in  Indiana,  Illinois  and 
Ohio.  The  whole  nation  lies  ahead. 

Out  West,  folks  know  about  Gran- 
tree  Coip.  (6;  PSR,  0.25;  P/E,  9),  the 
furniture  company,  but  back  East, 
mum's  the  word,  except  for  the  Ba- 
hamas, where  John  Templeton  has 
picked  up  9%  of  the  company.  ■ 


288 


FORBES,  DECEMBER  3,  1984 


Hi 

vga^sE^BMPr 

■     tfk 

a  f^ 

Be                                                               gfc"  jta^OB^^B  EL<*~      *            ? 

B^^^'"" 

Our  lakeland  paradise  awaits  you 


Your  own  vacation  land  on  the  fabulous  Lake  of  the  Ozarks 
in  Central  Missouri.  Right  in  the  heartland  of  America. 
Away  from  cities,  noise,  pollution  and  the  rat-race  of  the 
workaday  world.  We  call  it  Forbes  Lake  of  the  Ozarks  .  .  . 
about  12,800  acres  of  scenic  paradise.  Not  for  everybody, 
but  maybe  for  you. 

The  Ozarks  region,  which  dominates  most  of  southern 
Missouri,  has  long  been  lost  in  the  legends  of  the  Osage 
Indians.  Now  that  the  magnificent  Truman  Lake  has  been 
completed,  it's  merely  a  matter  of  time  before  the  beauty  of 
this  spectacular  recreational  area  attracts  vacationers  and 
settlers  from  every  corner  of  the  continent. 

If  yours  is  a  family  of  water-sports  lovers — swimming, 
boating,  fishing,  water-skiing — it's  hard  to  imagine  a  more 
perfect  setting  for  you.  Forbes  Lake  of  the  Ozarks  is  nestled 
at  the  headwaters  of  the  big  Lake.  Here  it  almost  kisses 
Truman  Lake  on  the  west,  then  winds  eastward  through 
stands  of  hickory  and  oak  for  over  90  miles  to  the  bustling 
hub  of  the  summer  resort  area  at  Bagnell  Dam. 

Forbes  Inc.,  publishers  of  Forbes  Magazine,  through  its 
subsidiary,  Sangre  de  Cristo  Ranches  Inc.,  is  offering  the 
opportunity  of  a  lifetime  for  you  to  acquire  one  or  more 
acres  of  our  choice  Missouri  land  among  the  breathtaking 
"hills  'n'  hollers"  country  of  the  Lake  of  the  Ozarks. 

Forbes'  private  park  is  the  ideal  place  to  build  a  second 
home  .  .  .  that  special  place  where  you  may  now  or  one 
day  choose  to  retire.  Here  among  the  friendly,  down-home 


folks  who  have  made  Missouri  famous  for  its  hospitality. 
These  are  salt-of-the-earth  people  who  are  pleased  to 
welcome  good  neighbors  to  their  easygoing  way  of  life. 

There's  no  better  time  than  right  now  to  find  out  if 
Forbes  Lake  of  the  Ozarks  is  the  place  for  you.  All  our 
homesites,  including  lake  front  and  lake  view,  will  be  a 
minimum  size  of  one  acre — ranging  to  over  three  acres. 
Cash  prices  start  at  $6,000.*  One  or  more  acres  of  this 
incredibly  beautiful  lakeland  can  be  yours  for  the  modest 
payment  of  $60  per  month,  with  easy  credit  terms  avail- 
able. 

For  complete  information,  including  pictures,  maps  and 
full  details  on  our  liberal  money-back  and  exchange  privi- 
leges, please  fill  in  the  coupon  and  mail  to:  Forbes  Lake  of 
the  Ozarks,  Box  157,  Warsaw,  Missouri  65355. 

'Prices  subject  to  change  without  notice. 
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Forbes  Lake  of  the  Omrks 

Box  157,  Warsaw,  MO  65355 

Without  obligation,  please  send  me  more 
information  on  Forbes  Lake  of  the  Ozarks. 


PLEASE  PRINT 


Name. 


Address- 


City/State/Zip 
Telephone  - 


Preference:     □  $6,000    □  $7,500    □  Higher 


Obtain  the  Property  Report  required  by  Federal  law  and  read  it  before  signing  anything.  No  Federal  agency  has  j  udged  the  merits  or  value,  if  any,  of  this  property. 

Not  an  offer  or  solicitation  in  those  states  where  the  property  is  not  registered  Equal  Credit  and  Housing  Opportunity. 


Compassion... 
Understanding... 
Practical 
Assistance. 

These  words  sum  up 
The  Salvation  Army's 
ministry  of  social  and 
spiritual  concern.  With 
heart  to  God  and  hand 
to  man,  The  Salvation 
Army  cares. 

Heart  to  God 
Hand  to  Man 


1L-  M8BELL8 

Ristorante  Italiano 

FORBES,  NEW  YORK  TIMES 
***  AND  GOURMET 

1460  SECOND  AVE.,  (76  &  77)  N.Y.C.  535-9310^ 
290 


By  Srully  Blotnick 


Psychology  &  Investing 


A  subject  they  dont  teach  in  business 
school — or  music  or  medical  school — is 
still  the  key  ingredient  of  success. 

PEOPLE  DO  MATTER 


ued  to  keep  careful  tabs  on  revenues 
and  expenses.  No  one  who  watched 
him  as  the  business  expanded 
doubted  that  he  was  on  top  of  all  the 
technical  aspects  of  his  business. 

Ken's  comments  seem  smug,  yet 
they  capture  what  others  in  his  po- 
sition have  said.  "I  don't  understand 
how  my  old  man  made  a  go  of  it," 
Ken  told  me,  referring  to  his  father's 
successful  insurance  firm.  "He 
started  with  nothing — and  he  knew 
next  to  nothing  about  business — 
but  he  managed  to  support  a  family 
and  put  us  [Ken  and  his  two  broth- 
ers] through  school.  Boy,  it  was  real- 
ly the  Dark  Ages  in  the  business 
world  when  he  began,  I'd  say." 

How  could  Ken  lose?  He  could, 
and  did.  In  early  November,  after 
3'/2  years  of  "riding  high,"  Ken  filed 
for  bankruptcy.  "It  looks  like  I'll  be 
out  about  $160,000,"  he  said.  "And  I 
thought  I  was  on  the  verge  of  be- 
coming a  self-made  millionaire." 

What  went  wrong?  Interviews 
with  11  of  Ken's  19  former  employ- 
ees confirmed  what  you  may  sus- 
pect. "Ken  knows  accounting,"  one 
of  his  shift  supervisors  said,  "but  he 
doesn't  know  much  about  people." 
Another,  with  Ken  from  the  start, 
observed:  "You  always  had  the  feel- 
ing that  you  were  little  more  than  a 
'thing'  to  Ken.  He's  basically  cold 
and  a  little  arrogant." 

Ken  still  doesn't  know  what  hit 
him.  He  misses  the  whole  point.  "If 
I  wanted  to  be  in  business  to  hold 
someone's  hand,  I'd  have  become  a 
doctor.  I  don't  have  time  for  that 
kind  of  stuff.  Business  is  business." 

Interestingly,  Ken's  father,  who 
long  ago  achieved  the  sales  and 
earnings  to  which  Ken  was  aspiring, 
knows  precisely  what  went  wrong. 
"Yes,  you  have  to  know  the  basics 
of  your  business,"  he  said,  "and  be- 
ing innovative  and  keeping  your  eye 
on  revenues  and  expenses  are  im- 


What  does  it  profit  a  man  to  gain  the 
world  if  he  loses  his  soul?  What 
does  it  profit  a  manager  to  gain  great 
knowledge  if  he  loses  the  human 
touch?  These  two  thoughts  occur 
when  talking  to  business  students. 

"I'm  more  knowledgeable  about 
economics  and  finance  than  manag- 
ers in  previous  decades  were,"  a 
Wharton  M.B.A.  student  recently 
told  me.  The  comment  was  typical. 
A  Harvard  M.B.A.  commented: 
"We're  much  more  sophisticated 
than  old-time  managers  used  to  be 
Business  is  more  of  a  science  now, 
and  we're  its  new  practitioners." 

Those  with  a  business  school 
education  and  an  entrepreneurial 
bent  are  even  more  emphatic  in 
their  view  that  things  have  changed 
for  the  better.  Ken,  for  instance,  is  a 
31 -year-old  graduate  of  NYU's  grad- 
uate school  of  business  administra- 
tion. Bright  and  hardworking,  he 
was  convinced  that  his  education 
virtually  ensured  his  success  once 
he  went  into  business  for  himself. 

Ken  decided  to  open  a  chain  of 
copy  centers.  Before  doing  so,  he 
made  detailed  financial  projections, 
"just  as  we  did  in  class,"  he  added 
with  a  smile.  Once  he  opened  two 
stores  and  then  a  third,  he  contin- 

Dr.  Srully  Blotnick  is  a  research  psychologist 
and  author  of  The  Corporate  Steeplechase: 
Predictable  Crises  in  a  Business  Career  and, 
just  published  by  McGraw-Hill,  Computers 
Made  (Ridiculously)  Easy 
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portant,  too.  But  unless  you're  pro- 
ducing a  commodity,  like  wheat, 
the  personal  touch  really  matters." 

Add  this  to  his  comments:  In  a 
world  that  grows  a  little  more  high- 
tech  every  day,  the  personal  touch  is 
becoming  increasingly  significant. 
More  young  workers  tell  me  each 
year  that  their  technical  knowledge 
will  catapult  them  to  the  fore.  It 
isn't  so.  They  are  laboring  under  an 
illusion,  one  based  on  the  desire  to 
be  something  special,  to  score  on 
the  older  generation.  They  want  to 
see  themselves  as  possessing  infor- 
mation that  their  parents  couldn't 
possibly  have  had. 

The  desire  is  understandable,  but 
there  is  a  core  of  wisdom  that  suc- 
cessful entrepreneurs  and  execu- 
tives have  had  for  decades.  In  one  of 
its  many  versions  it  says,  "The  cus- 
tomer is  always  right."  That  tradi- 
tional attitude  is  now  viewed  as  de- 
meaning by  many  educated  and  am- 
bitious young  workers,  who  have 
replaced  it  with,  "The  customer  is 
always  wrong.  I'm  the  pro;  they 
don't  know  anything." 

In  a  recent  survey  of  180  college 
music  teachers,  I  found  one  oft  re- 
peated criticism:  "Our  best  stu- 
dents today  are  highly  skilled  tech- 
nically— in  fact,  they're  more  so 
than  students  were  25  years  ago — 
but  they  don't  have  heart.  They're 
virtuosos  at  their  chosen  instru- 
ments, yet  they  don't  make  music." 

The  sentiment  expressed  echoes 
those  voiced  by  doctors — and  pa- 
tients. Professors  at  medical  schools 
have  begun  to  worry  that  their  stu- 
dents know  the  technical  aspects  of 
medicine — in  fact,  are  also  better 
trained  in  this  respect  than  those 
who  were  in  the  same  seats  25  years 
ago — yet  they  too,  it  is  feared,  have 
lost  the  human  touch  that  still  mat- 
ters when  caring  for  the  ill. 

The  human  touch  is  still  crucial  to 
success,  whether  in  music,  medi- 
cine or  management.  Technical 
knowledge  and  skills,  valuable  as 
they  are,  won't  save  people  who  hold 
an  exclusively  "high-tech  philos- 
ophy" from  business  calamity. 

Correction:  The  telephone 
number  given  in  my  Nov.  19  column 
for  Academic  Press  book  orders 
should  read  800-321-5068,  except  in 
Florida,  Alaska  and  Hawaii.  The 
number  to  call  from  those  states  is 
305-351-4100.  ■ 
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Vanguard  adds  a  new  tax-free  portfolio 


INTRODUCING  A 

LONG-TERM  BOND  FUND  THAT'S 

COMMISSION-FREE.  AND  INSURED. 


Now  you  don't  need  to  pay  a  sales 
commission  to  get  the  safety  and  high 
yields  of  insured  municipal  bonds. 
Because  Vanguard  has  added  an  Insured 
Long-Term  Portfolio— a  tax-free  bond 
fund  that's  both  insured  and  no-load. 

The  portfolio  invests  in  long-term 
municipal  bonds.  Such  bonds  are  rated 
AAA.  So  there's  potential  for  high  tax- 
free*  yields  and  a  guarantee  of  timely 
payment  of  principal  and  interest.  The 
insurance  coverage  does  not  protect  the 
share  price  against  normal  market  fluc- 
tuations caused  by  changes  in  long-term 
interest  rates. 

Vanguard's  Insured  Long-Term  Port- 
folio offers: 

•  Unlimited  free  checkwriting  for  $250 
or  more. 

•  Option  to  reinvest  monthly  dividends 
for  tax-free  compounding. 

•  Toll-free  exchange  and  redemption. 

•  Minimum  initial  investment  of  $3,000. 

*Income  is  100%  free  from  Federal  Income  Tax  but  may  be 
subject  to  state  and  local  taxes. 


Call  1-800-523-7025 
(Pennsylvania:  1-800-362-0530) 

for  our  free  Insured  Long-Term  Portfolio 
Information  Kit.  Or  send  coupon  below. 
When  in  the  Philadelphia  area,  visit 
our  Vanguard  Investment  Center  at  8  Penn 
Center,  Suite  1025,  JFK  Blvd.  and  17th  St. 

'  Vanguard  Insured  Long-Term  Portfolio  ' 
Investor  Information  Department  | 

Valley  Forge,  Pennsylvania  19482        <? . 

Please  send  me  your  Insured  Long-Term  Port-  J ' 
folio  Information  Kit,  including  a  prospectus      £  I 
which  I  may  read  before  I  invest  or  send  money. 
I  understand  that  it  contains  more  complete 
information  on  advisory  fees,  distribution 
charges,  and  other  expenses.  Also  send  infor-    | 
mationonD  IRA       D  Keogh. 


Name 

Address - 

City 

State 


-Zip. 


TH^an^uardGROur 

*^OF  INVESTMENT  COMPANIES 


Earntodayfc  highyields 
for  your  Keogh. 

Find  out  why  thousands  of  self-employed 
people  choose  Fidelity 


Don't  wait  for  December  31st 
to  save  on  taxes.  Call  Fidelity 
now.  Find  out  how  you  can  put 
today's  high  money  market 
yields  to  work  for  your  Keogh 
with  Fidelity  Cash  Reserves. 


10.6%  was  the  compounded  effective  yield  for  7  days 
ended  10/29/84*  The  annualized  yield  based  on  net 
income  for  this  period  was  10.1%.  (These  were  the 
latest  yields  available  at  publication  closing  date.) 

With  Fidelity  you  get  a  Keogh 
that's  easy  to  set  up.  One  that 
gives  you  a  wide  range  of  invest- 
ment options.  Flexibility  to 


switch  among  them.  And 
prompt,  professional  service. 

In  fact,  now  vou  can  contrib- 
ute up  to  $30,000  or  25%  of  your 
net  earned  income  each  year. 

Find  out  more.  Call  for  your 
free  Keogh  guide  today. 

*10.6%  is  the  compounded  effective  yield  calcu- 
lated by  compounding  the  net  income  over  a  year 
at  a  constant  yield.  Yield  will  fluctuate.  Principal 
is  not  insured. 

n^TibELrr7RETiREii«MT7uK] 

I  Write  to  Fidelity  Distributors  Corp.  K55  I 

!   P.O.  Box832,Dept.  JB  120384 

I  82  Devonshire  Street,  Boston,  MA  02103 

CALL  FREE  1-800-544-6666 

I  For  Fidelity's  free  Keogh  planning  guide  and  I 
I  more  complete  information  including  manage- ! 
I  ment  fees,  expenses  and  a  Cash  Reserves  pro- | 
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Commodities 

MONEY  &  INVESTMENTS 

The  difference  between  the  real  world 
and  the  ideal  world  can  be  summed  up 
in  two  words — transaction  costs. 

YOUR  SLIPPAGE 
IS  SHOWING 


By  Stanley  W.  Angrist 

l^                -  ' 

,j 

V^L 

^-^_ 

Newcomers  to  the  commodity  mar- 
kets and  even  some  experienced 
traders  are  frequently  surprised  to 
learn  that  a  system  they  had  paper- 
traded  for  months  failed  miserably 
when  traded  with  real  money.  More 
than  likely  they  have  failed  to  as- 
sess the  system  under  analysis  with 
realistic  transaction  costs. 

Some  traders  do  make  a  partial 
effort  to  take  transaction  costs  into 
account  when  doing  their  analyses 
by  including  commission  costs. 
While  they  are  important,  such 
costs  are  frequently  the  lowest  of 
the  transaction  charges.  The  more 
important  part  that  must  be  includ- 
ed is  slippage — the  difference  be- 
tween the  price  you  get  in  an  ideal 
world,  such  as  you  assumed  existed 
when  you  paper-traded,  and  the  ac- 
tual fill  price  you  received  in  the  pit. 

Suppose  you  are  trading  soybeans, 
and  you  have  an  order  to  buy  on  the 
open.  And  suppose  the  opening 
range  is  2  cents  wide.  You  might 
feel  it  is  reasonable  to  assume  that 
you  could  buy  at  the  mid-point  of 
the  opening  range.  Alas,  in  the  real 
world  you  will  find,  more  times 
than  not,  that  your  opening  order 
was  filled  at  the  top  end  of  the  open- 
ing range.  That  1-cent  difference 
means  that  your  trade  will  suffer  a 
loss  $50  greater  or  realize  a  profit 


Stanley  W.  Angrist  is  a  commodity  specula- 
tor, consultant  and  longtime  observer  of  the 
commodity  markets 


$50  smaller  than  what  you  would 
come  up  with  in  a  paper-trading  sit- 
uation. Also  suppose  that  you  suffer 
the  same  fate  when  exiting  the 
trade — you  have  now  racked  up  an- 
other $50  in  slippage.  When  you  add 
those  two  to  your  commission 
costs,  it  is  easy  to  see  how  a  reason- 
able transaction-cost  allowance 
might  amount  to  $200  per  trade. 

The  insidious  effects  of  slippage 
become  more  pronounced  with  fre- 
quent trading.  Entering  and  leaving 
the  market  often  generates  more 
commissions  and  more  opportuni- 
ties for  poor  fills.  The  table  shows 
the  effect  of  transaction  costs  on 
two  trading  systems. 

There  are  certain  strategies  you 
can  use  to  limit  these  costs.  The 
first  is  perhaps  the  most  obvious — 
trade  contracts  that  have  sufficient 
liquidity  to  minimize  price  gaps  on 
getting  in  and  getting  out.  Second, 
avoid  market  orders,  if  possible, 
when  entering  new  positions,  by 
specifying  a  price  limit.  On  occa- 
sion this  will  cause  you  to  miss  a 
trade,  but,  if  the  contract  has  suffi- 


cient liquidity,  that  should  not  hap- 
pen too  often.  However,  stop-loss 
orders  are  probably  best  not  entered 
as  limits — when  the  market  is  going 
against  you  the  best  thing  for  you  to 
do  is  to  get  out. 

Finally,  it  is  necessary  to  consider 
the  effects  of  brokerage  commis- 
sions. Full-service  wire  or  commod- 
ity houses  charge  between  $70  and 
$120  for  a  round- turn  commission 
per  contract.  Unless  you  trade  very 
infrequently,  it  is  highly  unlikely 
that  you  can  make  any  money  pay- 
ing those  kinds  of  commissions.  Re- 
duced commissions,  ranging  from 
$16  to  $29  per  round-turn  trade,  are 
available  from  a  number  of  discount 
houses.  However,  you  will  not  get 
these  commissions  without  giving 
up  something.  Most  discount 
houses  don't  put  out  weekly  market 
letters,  and  none  will  provide  you 
with  a  broker  to  hold  your  hand. 
Their  order-takers  work  on  a  salary, 
and  when  you  go  to  place  an  order, 
you  should  know  what  it  is  you 
want  to  do.  In  my  opinion,  if  you 
need  a  broker  to  hold  your  hand  or 
recommend  trades,  you  probably 
shouldn't  be  trading  commodities. 

Listed  here  in  alphabetical  order 
are  seven  discount  commodity 
brokers  and  their  toll-free  numbers: 
C.C.J.  Group  (800-621-9915);  Jack 
Carl  Associates  (800-621-0270);  J.F. 
Dalton  Associates  (800-362-8117); 
First  American  Discount  (800-621- 
4415);  Futures  Discount  Group 
(800-621-1414);  Lind-Waldock  (800- 
621-0762);  312-Futures  (800-621- 
3424).  (In  Illinois  call  Chicago  Infor- 
mation for  local  phone  numbers.)  ■ 


Minding  your  Cs  and  Ss 


This  table  shows  the  effect  of  an 
assumed  $100  transaction  cost 
(commission  and  slippage)  per 
trade  on  the  net  profit  of  two  trad- 
ing systems.  Each  system  realized 
substantial  profits  before  the  trans- 


action costs  were  considered.  Sys- 
tem B,  which  had  five  times  as 
many  transactions,  was  almost 
twice  as  profitable  before  transac- 
tion costs.  But  after  such  costs 
were  considered,  it  became  a  loser. 


Date 


Gross 

A  B 


-No.  of  trades — 
A  B 


Transaction  costs 
A  B 


-Net- 


B 


Jan 


$  4,800       $  5,400 


20 


$-400         $-2,000       $  4,400       $  3,400 


Feb 


3,000 


3,600 


30 


-600 


-3,000  2,400 


600 


Mar 


-2,500         -1,500 


15 


-300 


1,500 


-2,800        -3,000 


Apr 


-800 


200 


15 


-300 


-1,500        -1,100        -1,300 


May 


2,800 


3,000 


10 


-200 


1,000  2,600 


2,000 


fune 


-1,100 


-300 


25 


-500 


-2,500 


-1,600 


-2,800 


Totals 


$6,200       $10,400 


23 


115       $-2,300       $-11,500         $3,900       $-1,100 
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Forbes  Market/ 


BUSINESS  SERVICES 


TRANSLATIONS 

ir  Your  organization's  technical,  pro- 
motional, legal  and  other  general  and 
specialized  documentation  and  litera- 
ture [articles,  books,  reports,  propos- 
als, specs,  ads,  brochures,  scripts, 
catalogs,  manuals,  patents,  contracts, 
etc.]  expertlytranslated'  INTO  ENG- 
LISH from  any  other  major  language 
•  FROM  ENGLISH  into  any  other 
major  language  •  ALL  MAJOR 
FIELDS -basic  sciences  -  electron- 
ics/semiconductors/computers -  all 
industrial/military/biomed  sectors  - 
legal  -  banking/finance/insurance  ■ 
WORD-PROCESSING  AND  TYPE- 
SETTING in  all  major  languages  • 
PROMPT  SERVICE  WORLDWIDE 
from  translation  center  IN  THE 
HEART  OF  SILICON  VALLEY,  hub 
of  the  U.S.  electronics,  computer  and 
aerospace  industries  -  HIGH-TECH- 
NOLOGY WORLD  CAPITAL  * 
Call,  write,  telex  or  telefax: 

AII-E.Y 

TRARSIATORS  FOR  INDUSTRY,  BOVtRR- 
MEHT,  THE  UHIVCRSITICS  SIHCt  1957 

525  MiMlifieli  Rut.  Suite  150.  Menlo  Park 

Cilifirnil  94025.  USA 

Telephone  (415)  (54-6732  |cill  colleclj 

Tillfrei  trua  outside  California  800223-7753 

Telex  17-1425  A0  EX  USA  MNPK 

Telefix  (415)  325-1421 

WE  SERVE  THE  WORLD'S  INDUSTRY 


MISCELLANEOUS  FOR  SALE 

INVESTMENT  GEMSTONES! 
GUARANTEED  LIQUIDITY!!! 

Free  wholesale  catalog.  Satisfaction  Gtd 
for  18  yrs!  Member:  Jewelers  Board  of 
Trade,  Chamber  Commerce,  American 
Gem  Trade  Assn. 

HOUSE  OF  ONYX 

No.  One  Main  Street 

Greenville,  Kentucky  42345 

TOLL  FREE  1-800-626-8352 


FORBES  BINDERS 


SLIP  CASES 
OR  BINDERS 


In  red  and  gold 
leatherette. 
Slipcase:  $6.95 
three  for  $20.00 
Binders:  $8.50 
three  for  $24.75 

Send  check  with   your   name   and 

address  to: 

JESSE  JONES  BOX  CORP. 

Dept.  FB.  P.O.  Box  5120 
Philadelphia,  PA  19141 


FOR  INFORMATION  ON  FORBES 

MARKET  CLASSIFIED 

WRITE  OR  CALL: 

LINDA  LOREN 

FORBES  CLASSIFIED 

60  Fifth  Avenue  New  York.  NY.  10011 

(212)  620-2440 


BUSINESS 
OPPORTUNITIES 


CORPORATE  ITEMS 


CORPORATE  ITEMS 


"TAX  DEDUCTIONS" 

Non-profit  educational  institution  ap- 
proved by  the  Internal  Revenue  Service 
(Section  501(c)(3))  can  accept  your  "tax 
deduction  donation"  which  usually  is 
more  financially  rewarding  than  a  sale. 
Donations  in  the  past  have  included:  Air- 
crafts.  Yachts.  Antiques,  Properties. 
Motor-Homes.  Livestock.  Stocks  and 
many  others. 

(Appraised  market  value  on  aircraft, 
antiques,  boats  and  yachts,  and  other  per- 
sonal property  items  are  usually  5  to  15 
per  cent  higher  in  the  Southern  California 
Area  than  in  the  other  parts  of  the  U.S.  A.). 
For  more  information  please  contact: 
San  Simeon  Museums,  Inc.,  Non-profit 
202  Highway  #  1 .  San  Simeon,  CA  93452 
California  Toll  Free:  (800)  592-5909 
All  other  stales  please  call  collect: 
(805)  927-3888 


» 


13,000  BUSINESSES 
FROM  COAST 
TO  COAST 
No  Brokerage  Commission 
nquiries  &  listings  welcome 
BUSINESS  OWNERS 
MULTIPLE  LISTING  SERVICE 

Toll  Free  800-327-9630 
in  Flo  call  305-462-2524 


WESTERN  BUSINESS 
OPPORTUNITIES 

Established  businesses  located  west  of  the 

Mississippi  for  sale  by  owners.  Many  owner 

financed.  More  than  500  to  choose  from.  All 

price  ranges  available.  Write  or  call  collect. 

Mr  Toxie  Thomas  (303)  630-8188. 

AFFILIATED  BUSINESS 

CONSULTANTS 

Box  6339.  Dept.  F.  Co.  Spgs..  CO  80934 

No  fee  to  buyer  involved 


REAL  ESTATE 


REAL  ESTATE  FOR  SALE 

500  offices  ...  45  states!  30.000  listings  on 
computer.  16.000  under  $50,000!  Free 
printouts  and  regional  catalogs! 

UNITED  FARM  AGENCY 

612-Y  W.  47th  Street 

Kansas  City,  MO  64112 

1-800-821-2599;  in  MO  1-800-892-5785 


TRAVEL 


Cruise  beautiful  French  canals 
on  hotelboat1  Superb  French 
cuisine.  Relax  on  sundeck  or 
cycle  alongside  while  floating 
through  Burgundy  Visit  pictur- 
esquevillagesandchateaus  In- 
dividuals or  charter  group  (max- 
imum-12).  Pans  pickup.  H0RI 
Z0N,  215  N.  75th,  Belleville,  IL 
62223,  800-851-3448 Hemphill/ 
Harm  Travel.  General  Sales  Agent 


BE  RECOGNIZED 

In  Boardrooms  and  Club- 
rooms;  By  having  your  com- 
pany name  or  logo  on  a 
quality  product  from 
HAMPTON  HALL,  LTD. 

For  nearly  ten  years 
Hampton  Hall  has  been  a 
leading  supplier  of  tastefully 
designed  ties  and  other 
quality  items  to  Corporations 
and  clubs. 

Please  call  or  write  for  our 
brochure. 

HAMPTON  HALL,  LTD. 

220  Fifth  Avenue 

New  York,  N.Y.  10001 

Suite  903-04 

(212)  685-2440 

(Minimum  order 

150  pieces  per  item) 

Dept.  FB-12 


EXECUTIVE  GIFTS 


EXECUTIVE  GIFTS 


CAPTAIN'S 
CHAIR 

$200  Pair 

Vinyl 

$400  Pair 

Leather 

No  COD 

Brown 

Black 

Garnet 

Navy 

Green 

Saddle 

Catalog  and  swatches  on  request. 

Dpt79,Box266,Concord,NC  28026 

Ph. (704) 
782-0814 


tphraim  THarsh 


THE  BEST  FOR  LESS!  Seiko.  Rolex, 
Omega.  Citizen,  Movado,  Concord, 
Cartier,  Piaget.  Many  models  to  choose 
from.  25%-40%  off  list.  Tady'K  Gifts, 
Inc.,  36  W.  47th  St.,  Booths  27-35  in  the 
heart  of  the  jewelry  district.  New  York,  NY 
10036,  (212)  354-5118,  354-5579.  Prices 
quoted  on  the  phone.  Mail  orders  accepted. 
Premium  &  corporate  orders  welcome. 

EXECUTIVE  SERVICES 
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DISCOUNTS  -  DISCOUNTS 

I BM  PC  64K/  Kbrd  $999  -  Tandon  Disc  Drive 

for  PC  $1 89  -  Second  DS-DD  Tandon  disc 

Drive  $  1 79.95  -  1 2"  Monitor  for  PC  $1 59 

MS  DOS  &  Controller  S179-64K  Mem  $58 

192K  Mem  $149  Hewlett-Packard  41CX$239 

4ICV$169-41C$149-HP-12C-I5C-16C$89 

HP-llC59HP97$589-HP71Bcomputer$389 

HP-75Dcomp.  $799-Canon  plain  paper 

copiers  PC10$559-  PC20  $729  -  PC25  $995 

EPSON  printers  RX80  $229  -  FX80  $399 

FX  100  $589  -  IBM  selectric  II  corr.  $739 

Sanyo  128K  computer  550  $695. 

CASIO  WATCHES:  50  models-#87  30  mtr  $15 

#26  50  Mtr  $25-#1000C  200mtr  $49 

#750  100Mtr$39-#30  Joggers  $20 

Ladies  #10  50  Mtr  $15 -#11-50  mtr  $19 

#31W  Analog  50Mtr$35. 

Call  us  for  other  items  not  shown 

Express  Sales 

P.O.  Box  74545,  Los  Angeles,  CA  90004 

(800)  421-8045  or  in  CA  (213)  386-6402 


SCOTTISH  FINEST  QUALITY 
mi  TWEED  HATS 

Subtle  mixed  natural  colors  available  in 
predominately  Blue.  Grey.  Green  and  Brown. 
HATS  s  J9.°°  POSTRMD 

Argyle  socks  also  available  at  *I9  3  pairs 

The  W«LEN  HILL  Whitefarland. 

Isle  of  Arran.Scotlanlg  44  7/085  247 


BRIM  DOWN 

A 

DEERSTALKER 
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Forbes /Index 


Index  of  companies  covered  in  news  stories  and  by  the  columnists 

in  this  issue.  Each  reference  is  to  the  first  page  of  the  story  in  which  the  company  name  appears. 

Aamco  Transmissions  124 

Aetna  Life  &  Casualty  Ill 

Air  Atlanta  Ill 

Air  One  Ill 

Alaska  Airlines 288 

Allied  Stores  153 

American  Express  162,  202 

American  International  Group 210 

American  Motors  241 

American  Telephone  &  Telegraph  244 

AmeriCARE  1   50 

Amfac  39 

Jeffrey  Banks  Ltd  153 

Basco  153 


Beam's  (Japan) 153 

Beatrice  Cos 246 

Beverly  Enterprises  109 

Bibliographic  Retrieval  Services 234 

Black  &  Decker  134 

Braniff  International  Ill 

Bristol-Myers 112 

Britches  of  Georgetown 153 

British  Shipbuilders  |U.K.|  '..  240 

Brunswick 39 

Business  Solutions  236 

C.C.J.  Group  292 

Cagle's  170 

Capital  Supervisors  282 

Jack  Carl  Associates 292 

Carter  Hawley  Hale  Stores  153,  248 

Cashman,  Farrell  &  Associates  282 

CBS  202 

Century  21  124 

Chaparral  Industries  .' 288 

Charter 273 

Chase  Manhattan  8,  210 

Chick-fil-A  288 

Chrysler  10,  41 

Ciba-Geigy  (Switzerland! 115 

Cincinnati  Milacron  287 

Citicorp 8 

Coastal 58 

Command  Performance  124 

Commonwealth  Edison  80 

ConAgra 170 

John  C.  Crystal  Center  256 

Daewoo  |S.  Korea|  41 

Daido  (Japan)  153 

J.F.  Dalton  Associates  292 

Dayton-Hudson  174 

Delta  Air  Lines Ill 

Dialog  Information  Services  234 

Digital  Equipment  8 

Discovery  Music  Network  162,   202 

Docktor  Pet  Centers  124 

Donaldson,  Lufkin  &  (enrctte  6,  276 

Dover  268 

Dow  Jones  &  Co  234 

Dresser  Industries  , 38 

Dunhill  Personnel  System 256 

Eastern  Air  Lines Ill 

Eastman  Kodak  110 

Eberstadt  Asset  Management  276 

Elektra/Asylum  202 

Emhart  134 

Equitable  Life  Assurance  Society 

of  the  United  States  6,   111,   115,  276 

Family  Medical  Treatment  Centers  50 

Federal  170 

Federated  Department  Stores  174 

Financial  News  Network 162 

First  American  Discount  292 

First  Boston  8 

First  Interstate  124 

Ford  Motor 41,   241 

Forstmann-Leff  282 

Futures  Discount  Group 292 

Geffen  202 

General  Electric  8,    184 

Ceneral  Motors  41,   184,  241 


R.K.  Gittelman's  Sons  248 

Glaxo  Holdings  |U.K.) 90 

Gold  Kist  170 

B.F.  Goodrich 266 

Grantree  288 

Group  Health  Association 50 

GTE 8 

Gulf  &  Western 39 

Harland  &  Wolff  (U.K.) 240 

Hartmarx  153 

Headquarters  Cos  250 

Health  Stop 50 

Heck's  266 

Hewlett-Packard  8 

Hitachi  (Japan)  110 

Holiday  Inns  287 

Home  Insurance  210 

Honda  (Japan)  180 

Hook  Drugs  288 

Houston  Natural  Gas 58 

Hughes  Aircraft  222 

Humana  50 

Hyundai  (S.  Korea)  41 

Indiana  Public  Service  80 

Inference  8 

InterFirst 239 

International  Business  Machines  110,  234 

International  Futures  Exchange  (Bermuda)  241 

International  Harvester  273 

International  House  of  Pancakes  124 

Ishikawauma-Hanma  Heavy 

Industries  (Japanl  240 

Isuzu  (Japan)  180 

Kalvar  234 

Kanner  Security  Group  26 

Kia  Industrial  |S.  Korea)  41 

Klynveld  Main  Goerdeler  (W.  Germany) 214 

Knight-Ridder  244 

Knoware 236 

Lamar  Savings  Association 10 

LaserData 234 

Lind  Waldock  292 

Lord,  Abbett  282 

R.H.  Macy 153,    174 

Manhattan  Industries  153 

Manor  Care 109 

Marsh  Si  McLennan  276 

Martin  Marietta  ! 8 

Mason  Best  239 

Matsushita  Electric  Industrial  (Japan)  222 

Mazda  (Japan)  41 

MCA  202 

McDonald's  124,  288 

McGraw-Edison  6,  38 

MCorp 116 

Mead  Data  Central 234 

Med-Help  50 

Merona  Sport  153 

Merrill  Lynch  8 

Micromedex  234 

Microsoft  236 

Minnesota  Mining  &  Manufacturing  110,    112 

Mr.  Build 124 

Mitsubishi  (lapan)  41,   153 

Mitsubishi  Motors  (lapan)  41 

Morgan  Stanley  8 

MTV  Networks  162,  202' 

Mutual  Life  Insurance  146 

National  Medical  Enterprises 50 

National  Semiconductor  222 

Netcom  International 1 13 

New  York  State  Mortgage  Agency  281 

New  York  State  Power  281 

Nordstrom  288 

North  Carolina  Mutual 

Life  Insurance  Ill 

Nucor 288 

Nutn/System  124 

Omni  Offices 250 

Ovation  Technologies 236 


Owens-Illinois  218 

Oxford  Industries  153 

Palm  Beach  153 

Pan  American  World  Airways 1 1 1 

Peachtrce  Software 236 

J.C.  Penney  153 

Perdue  Farms  27 

Pfizer 1 12 

PHH  Group 188 

Philips  N.V.  |Neth.)  202 

Pillsbury  288 

Pizza  Time  Theatres  124 

Pop-Ins  124 

Preferred  Health  Care  115 

Prentice-Hall  39 

Private  Entertainment  Network  113 

Procter  &  Gamble  239 

Public  Housing  Authority  281 

Puerto  Rican  Government 

Development  Bank  281 

Quality  Inns  109 

RCA  8,  202 

Reference  Technology  234 

Renault  (Francel  241 

Republic  National  Bank  76 

Samsung  (S.  Korea)  41 

Schafer  Capital  Management  282 

Schlumbcrger  (France)  8 

Sears,  Roebuck  153,   184 

Security  Pacific  8 

Senior 63 

Servamatic  Systems  14 

Ships  (Japan)  153 

Siemens  (W.  Germany)  202 

Signctics  222 

SmithKline  Beckman 90 

Softech  Microsystems 236 

Software  Arts 236 

Stanley 134 

Stryker  1 12 

Sun  Banks  18 

Sutter  Medical  Management  50 

Suzuki  (Japan)  180 

Tandy  287 

TDK  (Japan) 110 

Tecknowledge  8 

TeleCheck  Services 8 

Texas  Eastern  Transmission 58 

Texas  Industries  288 

Texas  Instruments  222 

312-Futures 292 

Tokyo  Electric  IJapan) 80 

Toyota  IJapan)  41 

Trans  World  Airlines  266 

Transco  Energy 58 

Arthur  Treacher's  Fish  &  Chips  124 

Turner  Broadcasting  System  162 

Tyson  Foods  170 

United  Services  Advisors 120 

United  Services  Gold  Shares  120 

U.S.  Sugar  63 

United  Technologies 26 

United  Telecommunications  8 

Urgent-Care  Centers  of  America  50 

Vanzetti  Systems  222 

Verbatim  110 

Viking  Freight  System  142 

VisiCorp 236 

VR  Business  Brokei 124 

Vuitton  et  Fils  |France)  26 

Warner  Brothers  202 

Warner  Communications  162,  202 

Warner-Lambert  230 

Wendy's  International 288 

World-Wide  Business  Centers  250 

Wrather 266 

Xidex  110 

Xidex  Magnetics 110 

Zapata 58 

Ziff-Davis  39 
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Flashbacks 


"The  more  things  change. . . ." 
Items  from  past  issues  of  Forbes 

Sixty  years  ago  in  Forbes 

(From  the  issue  of  December  1,  1924) 

"America  now  has  14  corporations 
having  assets  exceeding  a  billion  dol- 
lars. Two  of  them  have  reached  the  $2 
billion  class.  Five  American  compa- 
nies have  done  as  much  as  one  billion 
dollars'  worth  of  business  in  one 
year.  .  .  . 

"Until  the  other  day  we  had  only 
one  $2  billion  organization,  the  Unit- 
ed States  Steel  Corp.  The  acquisition 
of  the  El  Paso  &  Southwestern  by  the 
Southern  Pacific  has  put  the  latter  in 
the  $2  billion  category." 

"The  Federal  Reserve  System  has  just 
celebrated  its  tenth  birthday.  In  the 
first  statement  for  the  system,  dated 
Nov.  21,  1914,  combined  resources 
totaled  $246  million.  At  the  present 
time  total  resources  amount  to  $5  bil- 
lion. .  .  .  The  12  central  banks  were 
chartered  by  Congress  for  a  period  of 
20  years." 


Oldsmobile  founder  Ransom  E.  Olds 

"You  can't  buck  up  against  public 
opinion  if  it  persists  in  a  thing;  you 
have  to  get  around  it  some  way.  So  I 
tried  to  size  up  the  situation.  Finally, 
after  a  long  sleepless  night,  I  decided 
to  discard  all  my  former  plans  and 
build  a  little  one-cylinder  runabout, 
for  I  was  convinced  that  if  success 
came  it  must  be  through  a  more  sim- 
ple machine. 

"The  plans  which  had  formulated  in 
my  mind  were  very  clear.  It  was  my 
idea  to  build  a  machine  which  would 
weigh  about  500  pounds  and  would  sell 


Piper  Aircraft  crop  dusters  at  the  company's  Lock  Haven,  Pa.  headquarters 


for  around  $500.  The  result  was  the 
curved-dash  'Oldsmobile,'  weighing 
700  pounds  and  selling  at  $650.  My 
whole  idea  in  building  it  was  to  have 
the  operation  so  simple  anyone  could 
run  it  and  the  construction  such  that  it 
could  be  repaired  at  any  local  shop." 
— Auto  pioneer  Ransom  E.  Olds 

Fifty  years  ago 

(From  the  issue  of  December  1,  1934) 

"Filene's  giant  store  in  Boston,  which 
was  air-conditioned  in  1928  on  the 
first  floor  and  basement,  has  seen  the 
worth  of  air-conditioning  demonstrat- 
ed during  the  protracted  span  of  the 
Depression,  to  the  extent  that  they 
have  recently  awarded  a  $400,000 
contract  to  extend  its  functions 
throughout  other  sections  of  the 
store." 

"After  some  three  months  of  groping 
and  confusion  in  the  Blue  Eagle's  nest, 
there  is  now  emerging  the  first  shad- 
owy outline  of  things  to  come.  ...  In 
its  present  tentative  form,  [the  new 
bill]  calls  for  the  restoration  of  the 
antitrust  laws.  A  careful  sounding  of 
congressional  sentiment  has  con- 
vinced the  planning  council  that  ex- 
isting provisions  suspending  the  Sher- 
man and  Clayton  acts  cannot  be  ex- 
tended beyond  July  1935." 

Twenty-five  years  ago 

(From  the  issue  of  December  1,  1959) 

"While  such  aircraft  eagles  as  Boeing 
and  Douglas  found  themselves  fiscal- 
ly grounded  last  month  by  high  jet 
development  costs  and  other  woes, 
the  sparrow-like  (total  assets:  $12.9 
million)  Piper  Aircraft  Corp.  was  soar- 
ing into  the  wild  blue  yonder.  At  his 
Lock  Haven,  Pa.  plant,  President- 
Founder  William  T.  Piper  was  turning 
out  no  fewer  than  13  of  his  small  and 


medium-size  planes  a  day,  up  from 
around  9  earlier  in  the  year,  and  he 
was  planning  to  increase  the  com- 
pany's work  force  by  another  25%  in 
the  near  future." 

"Ford  Motor  Co.  announced  it  was 
ending  production  of  its  $250  million 
car,  the  Edsel.  Though  other  Ford 
1960  models  have  spurted  this  fall, 
the  completely  restyled  Edsel  lagged 
behind  even  its  disappointing  show- 
ing of  the  last  two  years." 

"Automation  is  no  novelty  for  Bank- 
America.  It  was  first  in  its  field  to 
install  big  all-purpose  general  comput- 
ers five  years  ago.  In  1957  a  hike  of  1% 
in  the  interest  rate  on  savings  accounts 
added  $40  million  in  costs  that  year.  At 
the  same  time,  automation  savings — a 
full  third  of  the  labor  costs  where  it 
was  applied — helped  keep  the  drop  in 
net  to  only  $2  million." 


Bank  of  America  President  S.  Clark  Beise, 
as  he  appeared  on  a  1959  Forbes  cover 


FORBES,  DECEMBER  3,  1984 


295 


A  good  conversationalist  is 
not  one  who  remembers  what 
was  said,  but  says  what 
someone  wants  to  remember. 
John  Mason  Brown 


All  discourses  but  my  own 
afflict  me;  they  seem  harsh, 
impertinent,  and  irksome. 
Ben  Jonson 


It  took  me  years  to  understand 
that  words  are  often  as  important 
as  experience,  because  words 
make  experience  last. 
Willie  Morris 


Talks,  speeches,  articles 
and  resolutions  should  all 
be  concise  and  to  the  point. 
Meetings  also  should  not  go 
on  too  long. 
Mao  Tse-tung 


There  is  no  evidence  that  the 
tongue  is  connected  to  the  brain. 
Frank  Tyger 


Why  did  God  give  man  two  ears 
and  one  mouth?  So  that  he  will 
hear  more  and  talk  less. 
Leo  Rosten 


Conversation  is  the  handmaid 
of  learning.  It  would  be 
impossible  to  put  too  high 
a  price  on  all  we  stand  to 
lose  by  suffering  its  decay. 
A.  Whitney  Griswold 


The  unspoken  word  never 
defeats  one.  What  one 
does  not  say  does  not 
have  to  be  explained. 
Sam  Rayburn 


Words  are  one  of  our  chief 
means  of  adjusting  to  all  the 
situations  of  life.  The  better 
control  we  have  over  words 
the  more  successful  our 
adjustment  is  likely  to  be. 
Bergen  Evans 


Thoughts 

on  the  Business  of  Life 


The  art  of  conversation  is 
most  important,  but  often 
neglected.  It  is  allied  with 
the  art  of  written  expression. 
Speaking  and  writing  form  a 
large  part  of  business  and 
social  activities.  The  art 
of  public  oratory  is  essential 
to  the  highest  success.  The 
best  way  to  become  a  good 
talker  is  to  learn  to  have 
something  to  say.  Studying 
how  to  talk  will  improve  the 
mind,  and  improving  the  mind 
will  gravitate  into  other 
forms  of  self-improvement. 
B.C.  Forbes 


Is  good  reading  consigned  to 
the  limbo  of  the  forgotten — 
along  with  good  English  and 
good  breeding? 
Arnold  Glasow 


Reading  maketh  a  full  man, 
conference  a  ready  man, 
and  writing  an  exact  man. 
Francis  Bacon 


And  silence,  like  a  poultice, 
comes  to  heal  the  blows  of  sound. 
Oliver  Wendell  Holmes 


Somewhere  we  know  that  without 
silence  words  lose  their  meaning, 
that  without  listening  speaking 
no  longer  heals,  that  without 
distance  closeness  cannot  cure. 
Henri  Nouwen 

s  9  l  3 


0 


More  than  6,000  "Thoughts,"  indexed  by 
author  and  subject,  are  available  in  a  two- 
volume  boxed  set  at  $24.95.  A  one-volume 
edition  of  over  3,000  "Thoughts,"  $14.95. 
Send  check  and  order  to:  Forbes  Inc.,  60 
Fifth  Ave.,  New  York,  N.Y.  1 0011.  Add  sales 
tax  on  New  York  State  orders  and  other 
states  where  applicable. 


Class  in  society  is 
determined  by  voice. 
Marshall  McLuhan 


Slang  is  a  language  that 
rolls  up  its  sleeves,  spits 
on  its  hands  and  goes  to  work. 
Carl  Sandburg 


How  many  people  become  abstract 
as  a  way  of  appearing  profound! 
Joseph  Joubert 


Method  is  not  less  requisite  in 
conversation  than  in  writing, 
provided  a  man  would  talk  to 
make  himself  understood. 
Joseph  Addison 


To  make  yourself  understood 
you  have  to  think  plain  and 
write  plain. 
William  Feather 


A  Text . . . 

Pleasant  words  are  as 
an  honeycomb,  sweet  to 
the  soul,  and  health  to 
the  bones. 
Proverbs  16:24 


Sent  in  by  Ted  B.  Jefferson,  Lincolnshire,  111. 
What's  your  favorite  text?  The  Forbes  Scrap- 
book  of  Thoughts  on  the  Business  of  Life  is 
presented  to  senders  of  texts  used. 


A  good  listener  helps  the 
speaker  clarify — and  often 
correct — his  ideas  in  the 
course  of  expressing  them. 
The  young  become  good 
communicators  if  they  have 
parents  or  relatives  or 
teachers  who  are  good  listeners. 
S.I.  Hayakawa 


Two  good  talkers,  not 
one  good  listener. 
Chinese  Proverb 
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How  dareThe  Glenlivet 
be  so  expensive? 


How  dare  we  place  such 
a  premium  on  our  12-year-old 
Scotch?  The  same  reason  great 
vintage  wines  and  fine  cham- 
pagne cognacs  are  so  expensive. 
Taste.  Just  one  sip  and  you'll 
know  that  The  Glenlivet  has 
a  taste  that's  decidedly  superior. 

The  Glenlivet  is 
Scotland's  first  and  finest  single 
malt  Scotch.  And,  just  as  it 
always  has  been,  this  100% 
Highland  malt  whisky  is 
distilled  from  natural  sprin 
water  and  fine  malt  barley, 
then  aged  in  oaken  casks. 


Only  The  Glenlivet 's 
time-honored  methods  can 
achieve  this  unequaled  taste. 
A  taste  that  sets  us  apart.  Its 
smoothness,  body  and  bouquet 
are  qualities  found  only  in  this 
unique  Scotch. 

Of  course  you  may  elect 
to  purchase  a  good  Scotch  that's 
less  expensive.  But  for  a  truly 
superior  taste,  you'll  have  to 
pay  us  the  greater  price. 

The  Glenlivet 

12-year-old  unblended  Scotch. 
About  $20  the  bottle. 


**■   — 


@  1983  THE  GLENLIVET  DISTILLING  CO .  N  Y ,  N  Y 


ON  THE  JOB 
READING. 


SYMPHONY 


An  Introduction 

to  Business  Software 


Undarsts   :  Using 

d  BASE  II 


Prentice-Hali  $16.95 


Prentice-Hall  $19.95 


Prentice-Hall   $19.95 


B.Dalton  presents  three  new  books  on  business  and  compu- 
ters to  help  you  improve  your  insight,  your  outlook,  and  your  income. 
Stop  in  and  get  your  copies  today. 

Symphony  First,  by  Don  Beil-a  guide  to  the  fundamentals  of 
this  new  software.  Preparing  Your  Business  Plan  With  Symphony™ 
by  William  R.  Osgood  and  Dennis  P.  Curtin-making  Symphony  work 
for  your  business.  Understanding  and  Using  dBase  II,®  by  Rob 
Krumm-how  to  customize  database  systems  for  your  business. 

BOOKSELLER 

730  B.  Dalton  Booksellers  nationwide.  Check  Yellow  Pages  for  stores  nearest  you. 

t.1984  B.Dalton  Bookseller  ' 
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Swiss  Bank  Corporation: 


When  a  difference 

can  make  the  difference, 


'It's  important  to  be  in  touch 

with  the  right  bank  when  the 

time  comes  to  take  a  different 

approach." 

Willi  Wittwer, 

Executive  Vice  President 

When  things  are  going  wrong,  it 
quickly  becomes  obvious  that 
you  should  try  something  differ- 
ent. But  when  you  seem  to  be 
doing  everything  right,  you  may 
not  even  notice  that  your  busi- 
ness has  expanded  to  the  point 
where  it's  necessary  to  expand 
your  horizons  as  well.  Either  way, 
it  helps  a  lot  to  have  the  right 
bank  on  your  side.  At  Swiss  Bank 
Corporation,  we're  well  aware  of 
the  different  factors  affecting 
business  worldwide.  Different 
countries  have  different  trading 
environments — and  mentalities. 
So  do  individual  companies. 
Each  kind  of  transaction  has  its 
own  set  of  rules,  and  different 
customers  have  different  require- 
ments in  different  situations.  Let 
us  put  our  international  expertise 
to  work  for  you.  Our  creative  think- 
ing will  make  a  difference  when 
you  need  a  different  approach. 


Swiss  Bank  Corporation 

Schweizerischer  Bankverei 
Societe  de  Banque  Suisse 

The  key  Swiss  bank 


General  Management  in  CH-4002  Basle,  Aeschenplatz  6,  and  in  CH-8022  Zurich,  Paradeplatz  6.  Over  200  offices  throughout  Switzerland.  Main  Office  US. 
New  York,  Four  World  Trade  Center,  10048,  212/938-3500.  Branches:  Chicago,  Three  First  National  Plaza,  60602,  312/346-0350  and  San  Francisco,  101  Califor 
Street,  94111,  415/774-3300.  Agency:  Atlanta,  235  Peachtree  St.,  N.E.,  30303,  404/522-1600.  Representative  Offices:  Houston,  One  Allen  Center,  770 
713/658-0561 ;  Los  Angeles,  800  W.  Sixth  St.,  90017,  213/489-5900. 
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|  INTRODUCING  THE  BURROUGHS  B25. 

THE  MICRO  COMPUTER 

THAT  GROWS  WITH  YOUR  BUSINESS. 

Buying  a  computer  is  a  lot  like 
hiring  an  employee.  You  need  one  that 
can  produce  a  lot  now  and  even  more 
in  the  future. 

Take  the  B25.  It's  modular,  so  when 
you  need  more  memory  or  storage, 
jyou  simply  snap  on  more  modules. 

Another  feature  that  allows  the  B25 

MS-DOS  is  a  trademark  .if  Microsoft  ( .or 


to  grow  with  you  is  its 
ability  to  network. 
You  just  add  worksta- 
,   tions  and  people  will  be 
■j  m  I        ?   able  to  share  the  same 
I  data  and  memory  at  the 
I  same  time. 
Lin  in"  IV  i    *       You  can  also  share 
peripherals — like  printers.  Which 
means  several  workstations  can  be 
linked  to  one  printer  so  many  people 
can  use  it. 

What's  more,  the  B25  has  three 
operating  systems  (CP/M-86"  MS- 
DOS,"  BIOS)  so  you  can  run  the  most 
popular  software  available  today. 

And,  of  course,  the  B25  is  backed 
by  Burroughs'  worldwide  service  and 
support. 

I  he  Burroughs  B25.  You  wouldn't 


hire  a  person  who  couldn't  grow  with 
your  business.  Why  buy  a  computer 
that  can't? 

&  1984  BURROUGHS  CORPORATION 

For  more  information  about  the  B25,  mail 

coupon  or  call  toll  free:  1-800-621-2020. 

FS-1217 
Name/Title 


Companv- 
Address 


City_ 

Stare. 


Zip_ 


Telephone 

Send  To:  Burroughs  Corporation, 

Uept.  B25,  HO.  Box  10934,  Chicago,  IL 60610 

Burroughs 

THE  QUESTION  ISN'T  WHO'S  BIGGER. 
IT'S  WHO'S  BETTER. 


CP/M  is  a  registered  trademark  -.I  Digital  Research,  In* 
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ECONOMY 

1936-1984 
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The  editorial  index  of  companies  referred  to 
in  this  issue  is  on  page  246. 

Companies 

35     Cohoes  Specialty  Stores 

Here's  a  little  retailer  you  probably  never  heard  of,  scoop- 
ing up  Fifth  Avenue's  B.  Altman  &  Co. 

42    Zayre  Corp. 

How  come  Maurice  Segall  gets  away  with  flouting  the 
upmarket  fad  in  retailing? 

50     Lily-Tulip 

Is  manipulating  money  now  more  important  than  being 
able  to  make  a  product  and  sell  it  at  a  profit?  Not 
necessarily. 

78    The  Up  &  Comers 

Skyway  Systems,  Inc.;  Guaranteed  Sales,  Inc.;  MBC  Bev- 
erage, Inc.;  Gregory  Hastings. 

94    National  City  Corp. 

Was  this  the  greatest  acquisition  since  the  Louisiana 
Purchase?  Or  merely  a  bundle  of  headaches? 

96    Maytag  Co. 

When  markets  mature,  you  have  to  be  venturesome. 

120    Harris  Corp. 

An  uphill  fight,  but  a  necessary,  one. 

136    Northrop  Corp. 

The  F-20  is  bogged  down  in  politics,  but  Northrop  is 
prospering — for  a  reason  it  can't  talk  much  about. 


Industries 


37     Motion  Pictures:  Solidarity  In  Tinseltown 

Meet  the  latest  affiliates  of  the  Teamsters  union: 
wood  producers. 


Holly- 


162    Forest  Products:  The  Great  Bailout 

H.R.  2838,  a  nifty  piece  of  debt-restructuring. 

Wall  Street 

31  Beachheads  In  Silicon  Valley 

Japanese  venture  capitalists  try  their  luck  in  the  citadel 
of  U.S.  venture  capitalism. 

32  John  Kluge  Leverages  His  Leveraged  Buyout 
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Come  crow  with  us 

When  we  interviewed  him  for  our  cover  story  of  July  16,  Robert  >\ 
Brennan,  the  boss  of  First  Jersey  Securities,  indicated  to  our  1 
reporters  he  would  never  sign  a  consent  decree  to  settle  the  I 
SEC's  charges  against  him.  He  said:  "First  Jersey  has  never  I 
entered  into  any  consent  decrees,  what  I  call  hypocritical,  face-  j 
saving  consent  decrees.  .  .  ."  Late  last  month  Brennan  signed  9 
just  such  a  decree  and  then  bragged  to  the  Washington  Post  and  : 
other  newspapers  that  the  signing  was  a  victory  and  a  vindica-  jj 
tion  for  him.  It  was,  of  course,  neither.  A  consent  decree  permits  J 
the  accused  to  say,  I  didn't  do  it,  but  I  won't  do  it  again. 

These  decrees,  however,  have  strings.  Ira  Lee  Sorkin,  the  1 
SEC's  New  York  regional  administrator,  throws  some  light  on  | 
Brennan's  "victory"  when  he  says:  "Brennan,  his  firm,  its  offi-  fl 
cers,  directors  and  employees  are  all  under  federal  injunction.  If  a 
any  of  them  willfully  violate  the  decree,  they  face  the  possibil-  I 
ity  of  criminal  contempt  charges  and  jail  sentences." 

The  Forbes  article  said  First  Jersey  operates  "a  clever  and  i 
apparently  legal  system  for  fobbing  off  shoddy  and  overpriced  | 
merchandise  on  a  not  very  well  informed  public.  A  marriage  of  | 
greed  and  gullibility."  Vindication,  indeed. 

Don't  do  something;  just  stand  there 

"These  ideas  won't  make  the  cover  of  Forbes  until  1990  at  the  I 
earliest."  That's  Harvard  economist  Dale  Jorgenson  talking  | 
about  rational  expectations  theory.  Sorry  about  that,  Jorgenson. 
Rational  expectations  economics  is  the  subject  of  our  cover 
story  this  issue,  not  in  1990.  Why?  Neither  monetarism  nor 
neo-Keynesianism  works  well.  Something  different  is  needed. 
Rational  expectations  is  certainly  different.  It  says  that  in  most 
cases  the  government  should  resist  the  urge  to  "do  something" 
about  the  economy;  it  will  only  make  matters  worse.  Story, 
starting  on  page  147,  is  by  Senior  Editor  Susan  Lee,  a  young; 
economist  with  a  Ph.D.  from  Columbia.  Is  Lee  a  rational  expec- 
tationist?  "I'm  a  noncombatant  observer,"  she  dodges. 

Delayed  information  blues 

As  an  investor,  have  you  not  brooded  about  waiting  weeks 
before  learning  how  your  companies  did  in  the  previous  quarter? 
This  frustration  may  soon  be  a  thing  of  the  past:  In  the  computer 
age,  says  the  knowledgeable  Sandy  Burton,  there  is  no  reason 
investors  couldn't  monitor  information  weekly,  even  daily. 
Story  by  Geoffrey  Smith  is  on  page  73. 

A  graceful  iconoclast 

Forbes  readers  with  good  memories  will  recall  a  long  article  on 
economics  we  ran  in  1976  ("Inflation  is  now  too  serious  a 
matter  to  leave  to  the  economists")  and  another  in  1977  ("The 
great    hamburger    paradox").    The    articles    attributed    rising 
prices — remember  inflation? — in  good  part  to  the  growing  com- 
plexity of  civilization.  One  of  the  authors,  David  Warsh,  now 
with  the  Boston  Globe,  has  turned  that  theme  into  a  provocative 
book,  The  Idea  of  Economic  Complexity  (Viking  Penguin,  $16.95) 
Conventional  economists  tend  to  sneer  at  Warsh's  thesis,  but 
find  it  a  usefully  different  way  of  understanding  our  society 
Warsh  is  gripped  by  a  compulsion  to  question  accepted  ideas— 
but  in  a  graceful  and  thoughtful  way.  Useful  reading. 


C/  Editor 
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JneJ^uas  fiave  always  carrfecftfmr pride 

to  extremes." 


-HENRI  AND  REMI KRUG 


Brothers  Henri  and  Remi  Krug  proudly  continue  their 
family  tradition  of  five  generations  in  creating  their 
exquisite  Champagne  Krug.  Born  in  small,  handmade 
oak  casks,  Krug  is  carefully  developed  to  produce  its 
hallmark  style  and  unique  personality.  You  will  find  it 
utterly  delightful — a  dramatic  balance  of  complexity 
and  subtlety  and  a  tasteful  tribute  to  such  a  grand 
family  obsession. 

(JiampqgneCk^uq 
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Trends 


Edited  by  John  A.  Conway 


The  secret  of  success 

What  does  it  take  to  have  a  new  high- 
tech  product  succeed?  Not  what  you 
might  think.  Factors  such  as  capital, 
technological  excellence,  Japanese 
competition,  the  economy  and  the 
role  of  government  are,  surprisingly, 
not  very  important,  says  a  new  report. 
The  study  of  more  than  100  compa- 
nies with  sales  of  $1  million  to  $5 
billion  was  done  by  Modesto  Mai- 
dique,  director  of  the  University  of 
Miami  Innovation  &.  Entrepreneur- 
ship  Institute,  and  Stanford  Universi- 
ty research  associate  Billie  Jo  Zirger. 
A  crucial  factor,  they  say,  is  market- 
ing. "A  company  needs  intense,  con- 
tinuous communications  with  its 
lead  customers  from  the  time  the  idea 
is  conceived  until  the  product  is 
launched,"  says  Maidique.  Obvious? 
Perhaps,  but  he  points  to  the  failures 
of  IBM's  PC  jr.  and  Apple's  Lisa  com- 
puters. Another  key  is  close  huddling 
at  the  company.  One  firm  built  a  suc- 
cessful navigation  device,  for  exam- 
ple, then  "improved"  it,  but  sold  only 
12  units  from  an  inventory  of  1,000 
because  its  engineers  never  talked  to 
its  salesmen.  Another  big  measure  of 
success  is  performance-to-cost  ratio, 
they  say.  But  even  with  these  rules, 
no  success  is  guaranteed. 

Wall  Street's  Presidents 

Does  the  stock  market  care  who  sits 
in  the  White  House?  If  Wall  Street 
history  means  anything,  stocks 
should  skid  next  year,  despite  Ronald 
Reagan's  landslide.  Calvin  Coolidge, 
in  fact,  was  the  last  Republican  Presi- 
dent to  see  the  market  go  up  during 
his  postelection  year.  In  this  century, 
Democrats  have  fared  much  better. 
The  market  went  up  after  the  ejection 


Calvin  Coolidge 
What  price  history? 


of  FDR  in  1944,  Harry  Truman  in 
1948,  John  F.  Kennedy  in  1960  and 
Lyndon  Johnson  in  1964.  In  13  of  the 
last  22  national  elections  the  Dow 
Jones  industrials  fell  the  following 
year.  Says  Princeton,  N.J.  broker  An- 
thony Tabell  of  Delaf  ield,  Harvey,  Ta- 
bell,  who  did  this  research,  "One  ex- 
planation is  that  any  President,  par- 
ticularly a  Republican  President,  will 
try  to  take  steps  toward  fiscal  strin- 
gency right  after  the  election."  De- 
cember prices  a  year  after  most  elec- 
tions were  down  from  the  previous 
year,  although  they  were  up  in  52  of 
the  87  years  since  1897.  Tabell  thinks, 
however,  that  Ronald  Reagan  could 
break  the  spell.  The  stock  market,  for 
example,  slumped  during  the  first 
four  months  of  1984,  a  historical 
omen  that  the  incumbent  President 
should  be  prepared  for  defeat.  So 
much  for  history. 

Network  for  the  deaf 

The  U.S.  has  22  million  people  with 
impaired  hearing,  but  a  broadcaster 
called  the  Silent  Network,  based  in 
Beverly  Hills,  Calif.,  claims  it  is  the 
only  TV  network  in  the  world  for  the 
deaf  and  that  6.8  million  viewers 
watch  it.  The  five-year-old  network 
went  national  this  year,  with  broad- 
casts limited  to  Saturday  mornings. 
(They  feature  four  half-hour  programs 
such  as  Aerobisign,  an  aerobic  exercise 
show.)  But  sign  language  is  the  one 
most  used  in  the  U.S.  after  English 
and  Spanish,  and  the  Silent  Network, 
with  $250,000  in  revenues,  plans  to 
expand.  This  season  it  took  on  Hall- 
mark Cards  and  Campbell  Soup  as 
advertisers,  and  starting  in  February  it 
will  have  at  least  12  national  spon- 
sors. The  audience  could  also  more 
than  double  by  next  year.  Over  200 
,  cable  systems  receive  the  broadcasts. 
?So  do  at  least  12  colleges  and,  with 
help  from  the  National  Association 
for  the  Deaf,  60  more  may  tune  in  by 
spring.  That  will  bring  more  pro- 
grams, such  as  a  sign-language  soap 
opera  and  a  game  show. 

Go  West,  young  man 

Poverty  isn't  a  trap,  and  wealth  isn't  a 
thing  forever,  according  to  two  econo- 
mists at  Bngham  Young  University  in 
Provo,  Utah.  "Society  pays  too  much 
attention  to  inequality  at  a  moment 
in  time,"  says  Professor  Clayne  Pope, 
who  has  been  studying  the  subject 
with  an  associate,  J.R.  Kearl.  "There's 
an   implicit   assumption   that   those 


who  were  poor  in  1980  are  poor  in 
1984.  They're  not  the  same  group  of 
people,"  he  says.  By  using  detailed 
records  kept  by  Mormons  during  the 
19th  century,  Pope  and  Kearl  were 
able  to  get  away  from  what  they  call 
the  "snapshot  view"  and  trace  the 
economic  fate  of  15,000  Utah  families 
from  1850  to  1900.  In  1870,  for  in- 
stance, two-thirds  of  those  who  had 
been  in  the  poorest  fifth  a  decade  be- 
fore had  changed  their  status.  Almost 
10%  of  the  poor  Mormons  of  1860 
were  among  the  richest  in  1870,  and 
about  a  third  of  all  families  had  made 
significant  economic  moves.  Pope 
doesn't  want  to  draw  too  many  con- 
clusions from  this  saga  of  the  Old 
West,  but  he  believes  even  today 
Americans  are  far  more  mobile  eco- 
nomically than  many  believe.  Most 
great  fortunes  vanish  after  only  a  few 
generations,  he  says,  and  not  many  of 
the  poor  stay  that  way:  "There's  a 
regression  toward  the  mean."  Still, 
the  professor  concludes,  "a  significant 
proportion  of  the  explanation  for  any 
one  individual's  wealth  is  luck." 

The  mobile  American 

Americans  traveled  more  than  2.8 
trillion  miles  in  1983  at  a  cost  of  $887 
billion,  or  about  $3,818  per  person, 
says  a  new  study  by  Hertz  Corp.  To- 
gether, commuting  and  business  and 
commercial  travel  accounted  for  a 
third  of  the  mileage  and  43%  of  the 
cost  of  travel  for  all  Americans.  Some 
110  million  commuters  averaged  22.4 
miles  a  day  and  5,320  miles  a  year  to 
and  from  work,  at  a  cost  of  $1,270  per 
person,  or  about  16%  of  the  total 
spent  on  transportation,  the  study 
says.  Cars  and  trucks  were  the  prime 
mode  for  92%  of  commuters.  Busi- 
ness trips  added  12%  to  the  distance 
Americans  traveled  last  year:  Roughly 
51  million  Americans  trekked  an  av- 
erage 6,845  miles  while  on  the  job, 
nearly  80%  of  it  by  car  and  truck,  at  a 
total  cost  of  $195  billion.  Domestic 
vacationers  racked  up  625  billion 
miles,  about  22%  of  the  total.  Close 
to  1 15  million  Americans  took  nearly 
six  vacations  last  year,  from  week- 
ends to  more  than  two  weeks  away. 
Other  travel,  mostly  in  cars  and  I 
trucks,  totaled  1.1  trillion  miles,  and 
foreign  vacations,  159  billion  miles. 

The  rise  at  the  top 

Top  executives  are  thriving  again, 
with  inflation  down  to  4%  a  year  and 
CEO  salaries  climbing.  The  median 
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Is  this  the  year  you've  prom- 
ised yourself  a  whole  new  way 
to  move?  One  without  boring, 
mundane  local  stops?  Or  endless 
side  trips  to  ^^  mechanics? 
You've  been 
ready  to  take  this 
step  for  longer 
than  you'd  care  to 
admit  and  the  car 
you've  been  waiting  for  has  been 
warmed  up  even  more  for  you. 
The  exciting,  new  1985  Supra. 
In  1982,  the  year  Supra  was 
introduced,  it  was  chosen  by  Motor 
Trend  as  "Import  Car  of  the  Year.''  * 

In  1983  it  was  among  Car  and 
Driver's "  10  Best  Cars."  ** 

In  1984  Supra  was  "one  of 
the  most  popular  GT  cars  sold  in 
America... a  phenomenal  95.2% 
planned  to  purchase  another."  *  *  * 
And  1985  is  your  year. 


Supra  s  2.8  liter  Twin  Cam  Six 
engine  with  Electronic  Fuel  Injec- 
tion is  its  most  powerful  yet,  and 
delivers  0-60  in  8.2  seconds. 

Its  5-speed  overdrive  trans- 
mission and  variable  assist  power 
rack-and-pinion  steering  give  you 
the  kind  of 
instant  re- 
sponse and 
control 
you've 
-^  always 
dreamed  of. 
And  Supra s 
independent 
rear  suspension,  with  perfect 
race-car  gravity,  cradles  you  effort- 
lessly while  its  225/60HR14RBL 
radialson  14"  x  7"  aluminum 
alloy  wheels  bite  deep  and  sure. 

In  the  cockpit  you  know  who's 
in  the  fast  lane,  too.  You. 


E 1985  TOYOTA  SUPRA. 
ID  TRANSIT 
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OH  WHATA  FEELING! 

TOYOTA 

Settle  into  the  now  world- 
famous  8-way  adjustable  driver's 
Sport  Seat.  Tune  in  the 
electronic  AM/FM/MPX 
cassette  with  9-band 
graphic  equalizer  and 
5  speakers  and  sur 
round  yourself 
with  concert- 
hall  sound  and 
set  the  automatic 
air  conditioning. 

When  you're  in  the  driver's 
seat  of  this  magnificent  machine, 
you  are  in  the  driver's  seat. 

Isn't  this  the  kind  of  civilized 
way  you'd  like  to  express  yourself 
through  the  next  few  years? 
BUCKLE  UP-ITSAGOOD  FEELING! 


Trends 


increase  for  chief  executives  who 
have  held  their  jobs  at  least  two  years 
rose  12%  in  1984,  says  a  survey  of  200 
of  the  nation's  top  industrial  and  ser- 
vice companies  by  Towers,  Perrin, 
Forster  &  Crosby,  the  New  York- 
based  consultants.  The  biggest  raises 
were  at  the  diversified  financial  ser- 
vices companies,  where  median  CEO 
compensation  rose  25%,  the  survey 
said.  The  smallest  increases  were  in 
diversified-service  and  transportation 
companies,  where  it  went  up  just  8%. 
In  commercial  banking  the  median 
was  up  12%,  and  in  retailing  13%. 
CEOs  at  industrial  companies  scored 
highest  in  cold  cash,  with  a  median  of 
$775,000.  CEOs  at  financial  services 
companies  were  next,  with  $685,000. 
Diversified-service  CEOs  had  a  medi- 
an of  $680,000;  commercial  banking 
CEOs,  $551,000;  retailing,  $586,000; 
and  transportation,  $468,000. 

What's  in  Santa's  bag? 

Retailers  think  Santa's  bag  will  bulge 
again  this  year,  but  not  with  the  abun- 
dance of  1983,  the  best  Christmas 
since  1978.  Marvin  Margulies,  who 
tracks  retailing  for  the  Commerce  De- 
partment, says  holiday  sales  will  be 
9%  or  10%  higher  than  last  year's,  a 
good  showing  but  not  spectacular. 
"The  perspective  was  a  little  more 
confident  and  a  little  freer  last  Christ- 
mas," he  says.  Some  naysayers  note 
that  sales  declined  across  the  country 
in  three  of  the  past  four  months.  Bal- 
ancing this  is  the  fact  that  August, 
September  and  October  retail  sales 
were  still  nearly  8%  better  than  the 
same  1983  period's.  Santa  may  have 
to  skimp  in  some  areas.  The  Texas 
border  from  El  Paso  to  Brownsville  has 
unemployment  rates  running  as  high 
as  21%;  the  jobless  rate  in  Michigan, 
despite  the  auto  surge,  is  almost  11%, 
and  it  is  9%  or  higher  in  Pennsylvania. 
Many  stores  have  bigger  inventories 
than  last  year's,  moreover,  and  pre- 
Christmas  price  cuts  could  chill  prof- 
its. "Retailers  have  trained  people  to 
look  for  sales,"  says  Sandra  Shaber  of 
Chase  Econometrics.  "Some  stores  are 
cutting  prices  already." 

The  right  stuff 

Consultants  come  in  all  shapes  and 
forms,  but  Andre  Alkiewicz,  an  expa- 
triate Pole  and  former  British  intelli- 
gence officer,  offers  his  31  clients  a 
pricey  new  twist.  For  $24,000  a  year, 
his  Perception  International  provides 
analysis  of  world  events  and  projec- 
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tions  based  on  thinking  that  origi- 
nates on  "the  right  side  of  the  brain," 
theoretically  the  source  of  human  in- 
tuition. Each  month  the  Ridgefield, 
Conn,  group  sends  clients  as  many  as 
four  intuitive  one-  or  two-page  reports 
on  subjects  such  as  acid  rain,  artificial 
intelligence  and  oil  supplies.  It  sup- 
plements those  with  monthly  "seven- 
to-ten-minute"  phone  calls  and  quar- 
terly one-hour  visits.  A  recent  report, 
for  example,  predicted  a  possible  de- 
cline in  the  U.S.  population,  as  a  re- 
sult of  rising  average  age  and  a  declin- 


Tbe  brain 

Thinking  on  the  right. 


ing  birthrate.  Alkiewicz  has  an  aver- 
sion to  lengthy  reports,  or  what  he 
calls  the  voluminous  "logical  left- 
brainer"  work  produced  by  statisti- 
cians and  M.B.A.s.  Apparently  so  do 
his  clients,  which  include  U.S.  Trust, 
Union  Carbide,  Chase  Investors,  IDS 
and  the  French  Ministry  of  Industry. 

Honda  aims  higher 

With  the  cars  it  assembles  here  and 
those  it  imports  from  Japan,  Honda  is 
now  the  number  three  foreign  name- 
plate,  after  Toyota  and  Datsun.  It 
seems  to  be  revving  up  to  be  number 
one.  The  Japanese  company  is  now  at 
work  setting  up  a  second  dealer  group 
in  the  U.S.  This  network  will  not 
market  Honda's  standards,  the  Ac- 
cord, Civic  and  Prelude  lines,  but  a 
new,  upscale  family  of  cars  called 
Acura.  Honda  has  about  850  U.S.  deal- 
ers now  and  wants  to  have  150  Acura 
showrooms  by  late  1987.  The  model 
planned  for  1986  display  will  be  simi- 
lar to  a  car  developed  jointly  with 
Britain's  top  manufacturer,  BL.  Made 
in    Japan,    it    will    sell    for   perhaps 


$20,000  in  the  new  dealerships.  Cur- 
rently, Honda  turns  out  130,000  Ac- 
cords a  year  in  the  U.S.,  and  it  expects 
to  double  that  capacity.  By  early  1986, 
it  may  also  start  assembling  the  Civic 
in  its  Ohio  plants.  This  strategy  could 
represent  another  page  out  of  De- 
troit's book,  with  different  divisions 
selling  up  and  down  the  price  scale. 

The  President's  pardons 

President  Reagan's  hard  line  on  crime 
is  reflected  in  the  number  of  pardons 
he  has  granted  to  federal  criminals 
while  in  office.  According  to  Congres- 
sional Quarterly,  Reagan  has  granted 
pardons  to  only  22%  of  applicants 
considered  during  his  tenure,  the  low- 
est percentage  in  recent  history.  The 
most  generous  President  in  the  last  50 
years  was  Gerald  Ford,  who  pardoned 
47%  of  those  he  considered  during  his 
30  months  in  office.  Harry  Truman 
pardoned  40%;  Richard  Nixon,  37% ; 
John  Kennedy,  36%;  Jimmy  Carter, 
34%;  Dwight  Eisenhower,  26%;  Lyn- 
don Johnson,  25%.  Franklin  Roose- 
velt, with  slightly  above  22%,  comes 
closest  to  Reagan's  score. 

Third-party  computers 

"Third-party"  computer  leasing — 
where  lessors  buy  the  machines  from 
manufacturers  and  lease  them  to  us- 
ers— is  only  about  20  years  old  but 
rapidly  coming  of  age.  A  survey  for 
the  Washington,  D.C. -based  Comput- 
er Dealers  &  Lessors  Association  by 
International  Data  Corp.  shows  ex- 
pected 1984  revenues  of  $7.6  billion 
for  the  industry,  representing  com- 
puters worth  $26  billion.  IDA  esti- 
mates the  new  industry  will  reach 
$9.8  billion  in  1985— up  29%,  com- 
pared with  17%  to  18%  for  the  entire 
computer  industry.  This  broker-leas- 
ing growth  has  come  about  despite 
the  overwhelming  presence  of  IBM, 
which  is  akin  to  sharing  quarters  with 
an  800-pound  gorilla.  About  95%  of 
the  computers  sold  or  leased  are  IBMs, 
according  to  James  Benton,  the 
CDLA's  executive  director;  so,  as  IBM 
goes,  so  goes  the  industry.  But  the  big 
gorilla  has  been  rearranging  its  strate- 
gy. In  198*0,  for  instance,  sales  and 
month-to-month  rentals  for  IBM  were 
evenly  split  at  about  $11  billion 
apiece.  By  1983  sales  were  up  to  $16.8 
billion  while  rentals  were  down  to 
$9.2  billion,  a  trend  that  is  continu- 
ing. Not  that  IBM  isn't  still  a  factor. 
IBM  leasing  (it  is  moving  out  of  short- 
term  rentals)  will  account  for  an  esti- 
mated $500  million  of  the  broker/  | 
lease  total  of  $4.6  billion  in  1984. 
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Avis  Knows 
Even  TheNicest  Guys  Can  Get  Ugly 
Writing  For  A  Rent  A  Car. 


1  hat's  why  we  invented  the 
Avis  Wizard  Number.  It  puts 
all  your  renting  information 
right  at  our  fingertips  so  we  can  reserve 
a  car  for  you  in  just  over  a  minute. 

The  Avis  Wizard  System. 
A  faster  way  to  rent  a  car. 


When  you  make  a 
reservation  with  a  Wizard 
Number,  you  can  bypass 
car  rental  counters  at     4L 
major  U.S.  airports.      /C 
Just  go  straight 


from  your  plane  to  an  Avis  Express  bus 
that  delivers  you  directly  to  our  lot, 
where  your  car  and  contract  are  waiting. 
We're  trying  harder  than  ever  to  save 
you  time,  from  reservation  to  return.  So 
call  Avis  at  1-800-331-1212  to  apply  for 
an  Avis  Wizard  Number.  And 
fc-    see  how  much  faster  it  makes 
renting  a  car. 

We  try  harder.  Faster. 


AVIS 


ftvfs  features  CM  cars. 
Oldsmobile  Cutlass  Supreme. 

)  I9S4  Avis  Rent  A  Car  Syslrm.  hi  At  it  * 


Complimentary  Chrysler  Convertible 

'Subject  To  Conditions  And  Availability 


Night-lighted  tennis 
Nautilus  gym,  spa 
Daily  maid  service 

PRIVAte  VlllAS 

ano  couRt  cIub 

"A  Destination  Resort" 

444  Avenida  Caballeros,  Palm  Springs,  CA  92262 

■^^^h  Call  for  Reservations  mim 

outside  California 

(619)  323-1 773  -  (800)  854-1298 


iiUfm 


Forbes  Subscriber  Service 

Write:  Subscription  Service  Manager 
Forbes,  60  Fifth  Avenue 
New  York,  NY  10011 
Call:  212-620-2243 
Change  of  Address.  Please  give  six  weeks 
notice.  Write  your  new  address  on  this 
form  and  return  it  with  a  recent  mailing 
label  from  the  magazine. 
New  Subscription.  To  order  Forbes,  fill  in 
the  form  and  return  it  with  a  check  for 
the  subscription  you   prefer    □   1   vear 
$39    □  3  years  $78  (the  equivalent  of 
one  year  free!.  Canadian  orders,   1  year 
$56C,  3  years  $120C.  Orders  for  oftier 
countries  add  $25  a  year  to  U.S.  rate. 

ATTACH  MAGAZINE  MAILING 

LABEL  OR  WRITE 

SUBSCRIBER  NUMBER  HERE 


Subscriber  number 


Name        (please  print) 


New  Address 


City 


State 


Zip 


Date  of  address  change 


F-4826 


Follow-Through 


The  king's  health 

General  Nutrition,  the  1,200-store 
health  food  chain,  was  facing  major 
problems  early  this  year,  despite  $375 
million  in  sales  (Forbes,  May  7).  Com- 
petitors were  suing.  The  Food  &  Drug 
Administration  had  forced  it  to  stop 
selling  one  product.  The  Federal 
Trade  Commission  accused  it  of  de- 
ceptively touting  another.  Worst, 
from  compounded  increases  of  28%  a 
year  from  1978  through  1983,  net 
earnings  in  the  last  quarter  of  1983 
had  dropped  35%,  to  $5.8  million. 

As  a  tonic,  "the  Vitamin  King"  cut 
prices  and  raised  its  ad  budget.  Wall 
Street  did  not  care.  The  stock  fell 
from  $29  to  under  $10  last  May,  its 
multiple,  from  25  in  1981,  to  12. 

When  founder  David  Shakarian 
died  a  few  months  ago  at  age  70, 
GNC's  troubles  were  multiplying. 
Now  the  company  and  three  officers 
have  been  indicted  by  a  federal  grand 
jury  in  Buffalo,  N.Y.  in  connection 
with  marketing  Gammaprim  Oil  of 
Evening  Primrose,  a  vitamin-E  based 
product  imported  from  England.  They 
are  charged  with  conspiracy  to  de- 
fraud the  FDA  and  violate  federal  food 
and  drug  laws  and  six  counts  of  mis- 
branding a  drug.  The  company  alleg- 
edly promoted  the  product  for  "pre- 
vention, mitigation,  treatment  and 
cure"  of  diseases  like  hypertension, 
arthritis  and  multiple  sclerosis,  in  ef- 
fect promoting"  it  as  a  food  supple- 
ment while  marketing  it  as  a  drug. 

The  company's  lawyers  call  the 
charges  absurd.  "No  issue  is  raised 
that  any  false  claim  was  made  or  that 
the  product  is  unsafe,"  notes  GNC 
attorney  Milton  Bass  of  New  York.  He 
says  this  "unprecedented"  and  "Or- 
wellian"  charge  of  fraud  creates  "a 
strange  new  concept  of  a  felony"  and  a 
"very  significant  test  case." 

Meanwhile,  third-quarter  earnings 
dropped  77%,  to  $1.4  million,  and 
Wall  Street  is  bearish.  The  stock  hit  a 
recent  low  of  3%.  It  is  now  at  47/s. 

Island  in  the  sun 

Guam's  Governor  Ricardo  Bordallo  is 
a  persistent  man.  To  rid  his  territory 
of  its  image  as  a  World  War  II  military 
base,  he  has  been  tirelessly  promoting 
his  outpost  island  as  a  tax  haven.  In 
1982,  for  instance,  after  the  U.S.  can- 
celed its  tax  treaty  with  the  British 
Virgin  Islands,  he  and  his  lawyers 
thought  they  saw  gold.  Guam's  tax 
code  is  a  mirror  of  the  U.S.  one,  and  in 
1972  Congress  had  lifted  a  tax  on 


American  investments  there  to  en- 
courage new  business  on  the  island. 
With  the  British  Virgins  treaty  gone, 
Bordallo  figured  the  1972  law  could 
apply  to  foreign  investors,  who  could 
thus  save  the  30%  U.S.  withholding 
tax  by  locating  in  Guam.  The  Trea- 
sury, however,  spurned  the  idea 
(Forbes,  Trends,  Nov.  7,  1983). 

Guam  then  sued  the  Treasury,  and 
U.S.  District  Court  Judge  Cristobal 
Duenas  heard  the  case  in  Guam  this 
June.  The  issue  promptly  became 
moot  when  Congress  eliminated  the 
tax  on  Eurobonds  that  same  month. 
Guam  has  lost  its  battle,  but  it  still 
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Governor  Bordallo  greets  a  visitor 
It  never  hurts  to  ask. 

wants  to  prove  that  Treasury  "has  no 
business  issuing  tax  regulations  on  a 
separate  jurisdiction,"  says  Dave  San- 
tos, Guam's  tax  department  director. 

The  island  is  again  promoting  itself 
as  a  tax  haven,  this  time  for  Foreign 
Sales  Corporations,  created  as  a  re- 
placement for  the  Domestic  Interna- 
tional Sales  Corp.  in  this  year's  tax  act 
(Forbes,  Oct.  22).  DISCs  were  paper 
subsidiaries  to  shelter  exports  from 
taxes,  but  trading  partners  in  the  Gen- 
eral Agreement  on  Tariffs  and  Trade 
insisted  they  provided  an  illegal  sub- 
sidy. By  Dec.  3 1,  all  8,600  DISCs  must 
incorporate  offshore  as  FSCs  and 
move  some  business,  too,  or  face  los- 
ing a  15%  tax  exemption  on  exports. 

So  Guam  is  competing  for  FSCs 
with  territories  such  as  the  Virgin  Is- 
lands and  23  foreign  countries.  Its 
two-  to  four-hour  flying  time  from 
major  markets  of  the  Far  East  is  one 
talking  point,  and  Guam  promises 
FSCs  no  local  taxes  for  12  years.  So 
far,  3,800  companies  have  inquired, 
and  although  only  one,  Levin  Metals 
of  San  Jose,  Calif.,  is  committed  to  an 
FSC  in  Guam,  some  big  companies 
such  as  3M,  United  Technologies  and 
Boeing  have  gone  out  to  look.  Santos 
is  agog  over  the  potential  and  expects 
far  more  commitments  by  Christmas. 
And  even  if  Guam  gets  only  a  few 
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FSCs,  it  will  have  lost  only  the 
$130,000  spent  on  the  FSC  campaign. 
Nothing  ventured,  nothing  gained. 

The  clean  air  brigade 

Ten  years  ago  the  Environmental  Pro- 
tection Agency  began  its  war  against 
lead  in  gasoline  by  requiring  that 
most  post- 19 74  cars  burn  unleaded 
fuel.  (Lead  damaged  the  catalytic  con- 
verters that  were  designed  to  rid  the 
air  of  noxious  gases  such  as  carbon 
monoxide.)  It  has  been  an  uphill  fight. 
Lead  levels  in  the  blood  of  Americans 
dropped  by  almost  37%  between  1976 
and  1980,  but  consumers  keep  using 
the  cheaper  leaded  gasoline,  and  up  to 
3  million  converters  are  still  being 
replaced  every  year  by  illegal  "test 
pipes"  (Forbes,  Aug.  15,  1983). 

The  EPA  has  not  been  idling  in  neu- 
tral. The  Clean  Air  Act  did  not  bar 
drivers  from  using  leaded  gas  or  pre- 
vent them  from  putting  in  the  test 
pipes,  but  third  parties  could  not  le- 
gally install  them.  So  the  EPA  was 
investigating  major  replacement-pipe 
producers.  California's  Air  Resources 
Board,  on  its  own,  had  forced  five  of 
them  out  of  the  market  in  two  years. 

Now  the  EPA  wants  to  cut  the  lead 
in  regular  gasoline  from  1 . 1  grams  per 
gallon  to  a  minuscule  0.1  grams  per 
gallon  by  the  beginning  of  1986. 

It  is  also  continuing  the  crackdown 
on  service  stations,  fleet  operators 
and  others  who  tamper  with  emission 
control  devices  or  use  leaded  instead 
of  unleaded  gas.  In  fiscal  1984  the 
agency  brought  544  fuel  tampering 
cases  and  41  catalyst  removal  cases, 
involving  possible  penalties  of  $15.4 
million.  It  settled  386  cases,  says 
Richard  Kozlowski,  head  of  EPA's 
field  operations.  That  was  more  than 
double  the  actions  brought  in  1982,  a 
17%  increase  over  1983.  This  year 
Kozlowski  expects  to  file  600  more. 

"We  are  more  efficient  and  a  little 
smarter  now,"  Kozlowski  notes.  "We 
also  have  states  and  local  govern- 
ments doing  investigations  for  us,  and 
we  have  streamlined  our  method  of 
handling  the  cases."  The  culprits  in- 
clude the  county  of  Greenville,  S.C., 
the  Philadelphia  Police  Department,  a 
unit  of  Atlantic  Richfield  in  Philadel- 
phia and  part  of  Louisiana  Pacific's  car 
fleet  in  Portland,  Ore.  "We  insist  on 
collecting  some  penalties,"  Koz- 
lowski notes,  "but  we'd  much  rather 
have  the  money  put  into  helping  the 
environment  by  fixing  the  cars  and 
educating  the  public."  So  part  of  Ar- 
co's  settlement,  for  example,  was  to 
produce  antitampering  radio  ads  and 
broadcast  them  2,000  times. 
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"Send  a  business  gift  that  pays 
immediate  dividends." 

Send  your  business  associates  the 

FTD®  Candle  Lamp™  Bouquet.  Fresh 

flowers  and  greens  with  a  handsome  glass 

chimney  and  candle.  It's  one  holiday  gift 

that  can  pay  dividends  all  year  long. 


'Registered  trademark  of  Florists'  Transworld  Delivery  Association 


Style  228 


In  stef>  at  The  Hotel  Meridien,  Boston. 


THE  WRIGHT  STYLE 

Successful  men  are  choosing  the  classic  approach.  Our  Cordwainer®  Calf  tassel 
slip-on.  In  classic  tones  of  black,  cordovan  or  burnished  brown.  And  always  Wright. 
In  sizes  to  14,  AAA-EEE. 

For  free  color  catalogue  and  store  locations,  write:  E.T.  Wright  &  Co. ,  Rockland, 
MA  02370.  a  call  toll-free:  800-3434080. 


Wright  Shoes 


We've  been  Wright  for  more  than  100  years. 


Enlightening  proverb 

Sir:  The  line  in  your  Fact  and  Com- 
ment   (Nov.    19),    "Most    Americans 
agree  with  Reagan  that  the  Reds  re- 
spond to  muscle,  not  mouth,"  brings 
to  mind  the  Apache  proverb  "It's  bet- 
ter to  have  less  thunder  in  the  mouth 
and  more  lightning  in  the  hand." 
—Joseph  L.  Fant 
Major  General, 
U.S.  Army 
Fort  Gillem,  Ga. 


Ludicrous? 

Sir:  The  idea  of  making  businessmen 
and  entrepreneurs  out  of  local  Indians 
is  ludicrous  until  a  minimum  eco- 
nomic base  is  in  place  to  support  local 
businesses  ("Spitting  into  the  wind," 
Sept.  24).  Keep  in  mind  that  the  prob- 
lem with  reservation  economics  took 
over  50  years  to  create,  and  solutions 
will  likewise  be  long-term  in  coming. 
The  Bureau  of  Indian  Affairs  and 
governmental  regulations  are  not  the 
problem.  They  are  the  results  of  other 
problems. 
— Gary  Pechota 
Rapid  City,  S.D. 


Angry  civil  servants — II 

Sir:  Your  article  blasting  the  Civil 
Service  (Fact  and  Comment,  Nov.  5)  was 
as  full  of  hot  air  as  your  balloon. 
— Hank  Hays 

Sitka,  Alaska 

Sir:  Your  Fact  and  Comment  was  de- 
mented. The  public  has  been  sold  so 
many  bills  of  goods  at  the  expense  of 
the  federal  work  force  that  it  is  no 
small  wonder  you  reached  such  an 
absurd  conclusion. 

Yet  the  mail  gets  delivered.  Cancer 
research  continues.  The  environment 
is  protected.  Airplane  flights  are  mon- 
itored. Criminals  are  apprehended. 
— L.J.  Andolsek 
President. 
National  Association  of 

Retired  Federal  Employees 
Washington,  DC 

Sir:  If  President  Reagan  believes  so 
strongly  in  job  performance  incen- 
tives, why  did  he  destroy  the  merit-pay 
system  for  federal  managers  as  called 
for  in  President  Carter's  Civil  Service 
Reform  Act?  Could  it  be  that  the  feder- 
al employee  must  be  a  Reaganite  first 
and  a  public  servant  second? 


Readers  Say 


Enough  of  your  insults  and  ridicule. 
Cancel  my  subscription. 
— Thomas  F.  Hall 
Salt  Lake  City,  Utah 


We  like  foreign  money 

Sir:  Forbes'  article  on  Greece  (Nov.  5) 
gives  the  impression  that  Greece  is 
not  interested  in  attracting  foreign  in- 
vestors. Nothing  could  be  further 
from  the  truth. 

Greece  recently  established  an  in- 
vestment promotion  agency,  the  Hel- 
lenic Development  Corp.,  in  New 
York  City  to  encourage  U.S.  and 
Canadian  companies  to  open  oper- 
ations in  Greece.  The  Ministry  of  the 
National  Economy  has  also  mini- 
mized red  tape. 

We  do  have  some  economic  prob- 
lems, but  so  do  many  of  the  countries 
in  Europe. 

— Nikos  C  Papadopoulos 
President, 

Hellenic  Development  Corp. 
'ew  York,  NY. 


I 


Music  to  her  eyes 

Sir:  Some  of  your  most  loyal  readers 
do  appreciate  rock  music.  I  was  de- 
lighted to  see  two  of  my  modern-day 
heroes  photographed  together  (Fact 
and  Comment,  Nov.  5).  I'd  love  a  copy 
for  my  office. 
— Nancy  Klann 
Milwaukee,  Wis. 


lamed  rocker  Frank  Zappa  with  MSF 


Whipping  boy 

Sir:  I  take  exception  to  the  Fact  and 
Comment  (Oct.  8)  calling  for  placing 
the  burden  of  lessening  airport  over- 
crowding on  general  aviation  aircraft, 
which  account  for  only  10%  of  oper- 
ations at  airports  targeted  for  flight 


restrictions.  Seventy-five  percent  of 
general  aviation  flights  are  for  busi- 
ness and  commercial  activities,  and 
they  are  particularly  important  to  con- 
necting less  densely  populated  areas 
with  population  centers.  General  avi- 
ation shouldn't  be  the  whipping  boy. 
— Dan  Glickman  (D-Kans.) 
House  of  Representatives 
Washington,  DC. 

Sir:  Have  faith  in  a  free  market. 

Consider  a  mechanism  whereby 
landing  and  takeoff  fees  are  deter- 
mined by  open  bidding  between  carri- 
ers (perhaps  on  a  monthly  basis).  Non- 
scheduled  departures  could  be  made 
available  at  a  premium  price. 

Market  forces  will  raise  rush-hour 
fees.  Fewer  departures  will  eliminate 
the  delays  without  forbidding  takeoffs 
and  landings  by  fiat. 
— Paul  F.  Busch 
Los  Altos  Hills,  Calif. 


Don't  drink  from  bottle 

Sir:  Your  writer  asked  of  Monsieur 
Henri's  introduction  into  the  U.S.  of 
the  first  imported  wine  in  a  liter  Tet- 
raPak  container  (Trends,  Oct.  8), 
" .  .  .  but  where's  the  romance?" 

All  my  friends  and  associates  drink 
wine  from  crystal  glasses,  not  from 
wine  bottles,  and  so  it  will  be  with 
this  packaging  breakthrough. 
— Norman  Heller 
President  and  CEO, 
PepsiCo  Wines  &  Spirits  International 
Purchase,  NY. 


No  layoffs 

Sir:  You  state  that  Bank  of  America 
"was  laying  off  employees  in  the  midst 
of  a  major  reorganization"  (Sept.  10). 
While  we  have,  and  are,  restructuring . 
our  retail  delivery  systems,  it  is  not 
true  that  we  are  laying  off  employees. 
—Robert  N.  Beck 
Executive  Vice  President, 
Bank  of  America 
San  Francisco,  Calif 


Single  aphorism 

Sir:    Re  MSF's  weakness  for  apho- 
risms. I  collect  them.  One  of  my  fa- 
vorites:  A  bachelor  is  a  man  who 
hasn't  made  the  same  mistake  once. 
— J.S.  Vanderploeg 
Toronto,  Ontario 
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^Macintosh  out 
ik  a  test  drive 


Since  we  introduced  Macintosh™ 
we've'been  telling  you  it's  the  first 
business  computer  anyone  can  learn 
to  use  overnight. 

Now  we're  going  to  prove  it. 

By  giving  you  a  Macintosh  to  use. 

Overnight. 

Right  now,  anyone  who  qualifies 
can  walk  into  a  participating  authorized 
Apple  dealer,  and  walk  out  with  a 
Macintosh  Personal  Computer. 

No  purchase  necessary. 

It's  our  way  of  letting  you  test  drive 
a  Macintosh  in  the  comfort  of  your 
own  office,  home,  RV,  hotel  room,  dorm 
room  or  whatever. 

And  really  experience,  first-hand, 
:  iow  much  your  finger  already  knows 
nit  computing. 

Simply  put,  in  less  time  than  it 
get  frustrated  on  an  ordinary 
;er,  you'll  be  doing  real  work 
intosh. 

Everything  from  writing  memos 
to  working  with  spreadsheets  to  creating 
char!  to  managing  projects. 

Because  the  hard  part  of  test  driving 
a  Macintosh  isn't  figuring  out  how  to 
use  it. 

The  hard  part  is  bringing  it  back. 


Ompuier  Im  A/iple  and  the  \hple  lot1/)  are  tvffslmil  trademarks  nj  l/'/'A 

<s  a  Intdimark  In  <  v.wd  In.  \p/>k  Cnmpuhr  hie  For  an  aulbanzed 
!  ,       wu  ail! (800) 5 38  9696.  In  Canada,  call  (800)268-7796 

2687637. 


Some  presents  are  more  gifted. 
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E&J  Brandy. 

The  taste  worth  toasting. 


80  Proof  Bran 
E&J  Distillers.  Modesto.' 


'With  all  thy  getting  get  understanding" 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


THERE'S  NOTHING  WRONG  WITH  THE  DEMOCRATIC  PARTY 

that  a  depression  wouldn't  cure. 


WE  ARE  NOT  THE  ONLY 

The  Soviet  commissars  have  a  few — in  addition  to  Ron- 
ald Reagan  and  his  determination  concerning  U.S.  strength. 

•  Their  leader,  Chernenko,  isn't  able  to. 

•  The  U.S.S.R.  is  increasingly  unable  to  feed  its  people. 
Ever  huger  sums  of  hard-come-by  hard  currency  (i.e.,  Free 
West  dough)  have  to  go  for  wheat,  feed. 

•  The  U.S.S.R.  communist  system  grows  creakier,  more 
cumbersome,  more  unresponsive.  But  the  political  struc- 
ture is  too  weak  and  idiotology  so  strong  that  they  can't  bite 
the  free-enterprise  bullet,  as  China  is  doing. 


ONES  WITH  PROBLEMS 

•  The  Soviet's  Third  World  influence  wanes,  while  its 
Afghan  war  waxes.  Its  best  friends — aside  from  totally 
dependent  Cuba — are  mercurial,  the  likes  of  Syria,  Libya 
and  Ethiopia. 

•  Its  Western  "allies"  are  behind  an  Iron  Curtain  that  is 
rusting  through.  If  there  were  a  Soviet  assault  on  Western 
Europe,  at  whose  soldiers  in  the  dark  of  night  do  you 
suppose  Polish,  East  German,  Czech,  Hungarian  and  Ru- 
manian bullets  would  be  aimed? 

Problems  we've  got,  but  vis-a-vis  theirs,  we'll  take  ours. 


THE  HEAT  TO  CUT  DEFENSE  SPENDING  WILL  GET  MORE  SO 


Despite  the  ringing  Reagan  endorsement  at  the  polls, 
efforts  to  cut  defense  spending  will  grow  from  within  the 
Administration  as  well  as  from  its  battered  Capitol  Hill 
opponents.  Though  defense  spending  proved  a  nondeter- 
mining  issue  for  most  voters,  promptly  tackling  the  tower- 
ing federal  deficit  is  going  to  be  high  on  everyone's  agenda. 

Including  President  Reagan's. 

Restructuring  the  whole  tax  structure  is  as  unlikely  to 
raise  much  net  additional  revenue  as  it  is  unlikely  to  pass. 

As  for  defense  spending  cuts,  the  election  returns  insure 
that  the  B  bombers,  the  two  unneeded  multi-$billion  carri- 
ers and  the  like  will  not  be  grounded. 


But  there's  one  big  defense  spending  area  where  a  great 
start  could  be  made:  If  all  those  on  Capitol  Hill  who  have 
been  so  voluble  against  D.O.D.  profligacy  are  willing  to 
stand  up — now  that  the  election's  behind  them — an  instant 
minimal  $2  billion  annually  can  be  lopped  off. 

Just  close  3,688  unnecessary  military  bases  in  the  U.S. 

Yes,  you  read  right. 

Of  our  4,000  military  bases,  experts  and  studies  agree, 
only  312  are  necessary. 

A  measure  to  implement  that  measure  would  sure  take 
the  measure  of  sincerity  in  those  Senate  and  House 
defense/deficit  howlers. 


ISN'T  IT  APPALLING  THAT  BANKS 


have  to  be  new-lawed  into  not  laundering  bags  and  boxes 
overflowing  with  criminal  cash. 

Those  doing  it  are  not  only  a  handful  of  little-known 
"front"  banks,  but  respected  ones,  branches  of  big  ones. 

If  local  managers  don't  know  of  huge  sums'  being 


washed  through  their  offices,  they  should  be  dismissed 
for  incompetence.  If  they  do,  dismissal  should/could  be 
even  swifter. 

Greedy  for  overnight  interest,  they  grease  the  ways  for 
dope  death  dealers  to  give  the  law  the  slip. 
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THE  SECRETARY  OF  DEFENSE 

available  and  I  asked  son 
Tim,  who's  really  into  the 
subject  of  the  superpowers' 
comparable  military  capa- 
bilities, to  comment  on  it. 
His  summary  findings: 

"Perhaps  the  only — and 
certainly  the  most  elo- 
quent and  credible — de- 
fense of  the  Secretary's 
policies  is  the  increasingly 


IMPROVEMENTS  IN  U.S. 

WARFIGHTING  CAPABILITY 

FY  1980-84 


shrill  howls  emanating  from  Moscow.  They  are  feeling 
the  heat,  no  question. 

"We  are  stronger,  considerably  so,  and  probably  readier 
(though  this  is  a  tricky  one — how  do  you  weigh  training  of 
personnel  compared  with  equipment  maintenance?)  than 
four  years  ago.  But,  given  the  size  of  our  expenditure,  that 
is  only  as  it  should  be. 

"The  real  failure  of  the  Reagan  Administration's  ap- 
proach— and  I  feel  it  is  a  profound  one — has  less  to  do  with 


RECENTLY  MADE  THIS  REPORT 

dollars  and  cents  than  it  does  with  leadership.  The  consen- 
sus for  a  stronger  defense  effort,  which  existed  in  1980,  has 
been  eroded — perhaps  mortally — by  a  spending  policy  that 
is  so  lacking  in  coherent  vision  as  to  be  indiscriminate.  It's 
'wish  list'  spending. 

"I  think  the  rationale,  deeply  felt  but  surely  not  ex- 
pressed, is  a  twisted  and  cynical  bit  of  logic  that  goes 
something  like  this:  Short  of  crisis  (for  a  sobering  account 
of  the  many  there  have  been  since  WWII,  read  Cold  War, 
Cold  Peace;  reviewed  on  p.  19),  America  resists  paying  the 
price  of  vigilance;  boom  and  bust  is  the  law  of  defense 
appropriations.  So,  it  follows,  the  only  sensible  thing  to  do 
is  build  and  buy  while  the  building  and  buying  are  good. 
Forget  about  making  choices;  remember  lean  times  are 
coming.  And  when  the  'inevitable'  down  cycle  occurs, 
well,  look  at  all  the  goodies  you  got  and  be  thankful  you 
didn't  cut  anything  before  you  had  to. 

"Real  and  lasting  credit  shall  go  to  the  Administration 
when  it  more  effectively  leads  us  in  defense  matters,  instead 
of  just  cashing  in  on  the  precious  capital  of  consensus." 


HAIL  TO  THE  FOOTNOTES,  FAREWELL  TO  THE  SHIRT 

When  Apple  He  was  introduced,  the  informative  copy 
led  off  with  a  couple  of  asterisked  sentences:  "It  weighs 
less  than  8  pounds.*"  "And  costs  less  than  $1,300.**" 

In  tiny  type  were  these 


fabulous  "fuller  explana- 
tions": "*Don't  asterisks 
make  you  suspicious  as 
all  get  out?  Well,  all  this 
one  means  is  that  the  lie 
alone  weighs  7.5  pounds. 
The  power  pack  monitor, 
an  extra  disk  drive,  a 
printer  and  several  bricks 
will  make  the  lie  weigh 
more.  Our  lawyers  were 
concerned        that        you 


might  not  be  able  to  figure  this  out  for  yourself.  **The 
FTC  is  concerned  about  price  fixing.  So  this  is  only  a 
Suggested  Retail  Price.  You  can  pay  more  if  you  really 
want  to.  Or  less." 

But,  in  composing  this 
warming  illustration  for 
CNA  Insurance  Compa- 
nies, something  was 
overlooked  that  moms 
would  be  prompt  to 
note.  How's  the  kid  go- 
ing to  get  his  shirt  off 
over  the  elbow  cast?  It's 
either  good-bye  shirt  or, 
after  a  few  days,  clothes- 
pins for  friends'  noses. 


MOVIES 


•  A  Love  in  Germany — During  the  Hitler  war  a  young 
frau  falls  helplessly  in  forbidden  love  with  a  Polish  POW 
working  in  a  small  German  community.  Their  passion 
cannot  be  bridled,  and  they  pay  the  Nazi  penalty  in  death 
and  venomous  disgrace.  Gripping.  •  First  Name:  Car- 
men— is  the  most  inexplicable,  screwed-up  film  I've  ever 
sat  through  one-third  of.  Jean-Luc  Godard  is  this  mess' 
mis-director.  #  The  Ploughman's  Lunch — About  media 
and  social  climbers  who  ploddingly  plow  a  tough  row.  You 
don't  have  to.  •  The  Return  of  Martin  Guerre — If  you 
missed  this  multiple-award-winning  French  film  (with  a 
well-dubbed  English  dialog),  get  the  tape.  A  true  medieval 


mystery,  its  stunning  photography  helps  build  the  sus- 
pense. And  there's  nothing  enigmatic  about  the  dramatic 
denouement.  Thief  of  Hearts — Heartthrob-type  young 
crook  steals  satisfactorily  married,  older  career  lady's  dia- 
ry. And  then,  for  a  torrid  while,  her  heart.  Finally,  he 
nearly  steals  her  life.  Actually  this  flick  isn't  as  bad  as  it 
sounds.  #  Stranger  Than  Paradise — Movie  critic  doyen 
Vincent  Canby  called  this  "one  of  the  most  original, 
wonderfully  oddball,  independent  American  films  ...  in 
years."  This  can't  be  the  same.  It's  a  movie  that  doesn't 
move,  nor  do  its  wooden  characters.  If  it  shows  up  near 
you,  don't  you. 
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MR.  MCNEIL  HAS  THE 

"Dear  Mr.  Forbes: 

"Some  years  ago,  you  wrote: 

'There's  one  post-Christmas  chore  I  love. 

'Writing  "Thank  you"  letters. 

'The  more  the  merrier,  because  each  one 
means  there  was  a  present  received.  And 
wouldn't  you  agree  that  receiving  presents 
is  fun? 

'Lots  of  companies  for  many  reasonable  rea- 
sons, I  guess,  have  a  policy  against  sending 
even  Christmas  cards,  never  mind  things,  at 
Christmastime. 

'But  our  clan  gets  a  big  kick  out  of  opening 
our  corporate  goodies.  None  of  these  mean 
that  Forbes  or  Forbeses  have  been  "had."  All 


PROPER  CHRISTMAS  SPIRIT 

of  us,  though,  like  being  thought  of. 
'And  most  of  us  love  a  bit  of  loot.' 
"I  would  love  to  see  you  write  that  again. 
"It  is  so  appropriate.  It  is  disgusting  to  get  letters  from 
the  presidents  of  our  key  companies,  writing  letters — so 
self-righteous  they  are — saying  that  they  do  not  want  any 
gifts  given  to  them  at  any  time  for  anything,  especially  at 
Christmas.  Letters  are  also  sent  to  the  salesmen.  They  are 
so  out  of  place.  I  feel  guilty  when  I  go  on  their  premises  at 
Christmastime  and  merely  say,  'Merry  Christmas.'  Let's 
continue  to  give  gifts  at  Christmas  to  our  key  accounts. 
Makes  our  business  better  and  they  feel  good,  too." 

Walter  H.  McNeil 
Pikeville,  Ky. 
Within  reason,  right  on,  Mr.  McNeil. 


CARRYING  CONCERN  FOR  CHILDREN  TOO  FAR 

In  a  divorce  court  recently,  the  judge  was  astonished  to  do  you  now  want  a  divorce?"  asked  the  perplexed  Bench, 
see  an  89-year-old  lady  and  her  92-year-old  husband  seek-  Explained  the  petitioners,  "We  wanted  to  wait  until 
ing  to  sever  their  marriage.  "Why,  after  all  these  years,     the  children  were  dead." 


RAIN  ON  A  TIN  ROOF 

is  a  symphony. 


IF  ALL  LEAVES  WERE 

chocolate,  raking'd  be  no  chore. 


BOOKS 


COLD 
WAR 


PEACE 

T)>«  UniUd 
States  and  RussU 
uncel945 

Bernard  A.  Weisberger 


•  Cold  War,  Cold  Peace— the  United 
States  and  Russia  Since  1945 — by  Ber- 
nard A.  Weisberger  (American  Heri- 
tage, $  1 7.95).  A  riveting  account  of  the 
cliff-hanger  that  is  post-WWII  history, 
with  a  provocative  thesis  about  how  it 
all  has  affected  us.  Moving  from  crisis 
to  crisis,  the  narrative  is  sobering  but, 
ultimately,  hopeful:  "So  far  in  some 

stumbling  fashion,  we  are  still  here,  and  still  choosing  life, " 

Weisberger  concludes. — Tim  Forbes 

Excerpts:  [General  Lucius  Clay,  U.S.  Military  Governor  of 
Germany]  begged  his  superiors  to  see  the  broader  issue 
that  would  be  posed  by  abandoning  Berlin  to  Soviet 
supremacy.  He  evoked  a  theme  that  would  reverberate 
again  and  again  in  the  years  ahead,  the  domino  theory. 
"After  Berlin  will  come  Western  Germany,"  he  wired.  "If 
we  mean  that  we  are  to  hold  Europe  against  Communism, 
we  must  not  budge.  If  America  does  not  know  this,  does 
not  believe  the  issue  is  cast  now,  then  it  never  will,  and 
Communism  will  run  rampant."  .  .  .  Sometimes,  one  can 
become  overpoweringly  gloomy  in  going  over  this  story 
because  history  is,  as  Clemenceau  once  said,  a  series  of 
"depressing  repetitions."  .  .  .  Is  there  an  exitl  Perhaps  not. 
But  read  again,  and  you  will  suddenly  find  some  forgotten 
names.  Once,  there  was  fear  of  a  clash  in  a  place  called 
Azerbaijan.  Once,  fists  were  shaken  over  Trieste.  Once, 
there  were  two  little  islands  called  Quemoy  and  Matsu, 
flash  points  that  might  have  ignited  the  final  bomb.  Who 
remembers  them  now} 


•  Men:    An    Owner's    Manual — by 

Stephanie  Brush  (Linden  Press, 
$11.95).  This  is  a  fun-ny  book.  There 
aren't  many  pages  you  can  escape  un- 
derlining some  hilarity  you  want  to 
share.  Only  7 Vi  cents  a  page,  it's  one  of 
the  best  book  market  bargains  around. 

Excerpts:  Some  women  insist  that 
pets,  and  even  fine  furniture,  can  fill 
the  same  function  as  men  in  one's  life.  Many  women  swear 
by  cats.  Actually,  cats  are  much  more  difficult  than  men. 
Men  do  not  give  you  small  rodents  as  kiss-and-make-up 
gifts,  men  do  not  try  to  eat  everything  smaller  than  they  are, 
and  men  do  not  require  tiny  little  doors  just  to  be  let  out  of 
the  house.  .  .  men  are  men  and  come  with  the  same  stan- 
dard options,  whether  you  choose  to  own,  borrow,  or 
rent.  .  .  .  Every  woman  has  an  "It"  about  herself  that  she 
doesn't  want  known.  Something  private  and  dark  and 
terrible.  Lizzie  Borden,  for  example,  had  a  tough  time  on 
evenings  out  after  she  was  acquitted,  whenever  her  date 
said,"So,doyourfolksliveintheareal"  .  .  .  Wemistakenly 
feel  that  the  point  of  arguing  is  to  WIN.  And  it's  not.  The 
point  of  ARGUING  is  to  ARGUE.  It  is  a  bad  idea  to  be  a 
habitual  winner  of  arguments:  A  "WINNABLE"  HOME 
ARGUMENT  IS  LIKE  A  "WINN ABLE"  NUCLEAR  WAR- 
WHEN  ITS  ALL  OVER,  LIFE  AS  YOU  KNOW  IT  WILL 

NOT  BE  WORTH  LIVING It's  important  for  you  to 

cultivate  a  sense  of  humor.  But  (and  this  is  an  important 
"but")  make  sure  it's  the  right  kind.  A  woman  with  a  good 
sense  of  humor  is  not  a  woman  who  makes  jokes.  A  woman 
with  a  good  sense  of  humor  is  a  woman  who  laughs  at  jokes. 
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Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editors  mind.  -A1SF 


Only  Brinkley's  Left 

David  Brinkley — once  of  NBC,  now 
of  ABC — remains  the  only  anchor  on 
deck  who  was  in  charge  on  the  eve- 
ning of  Dwight  D.  Eisenhower's,  or 
for  that  matter,  John  F.  Kennedy's, 
Lyndon  B.  Johnson's,  Richard  M.  Nix- 
on's or  Jimmy  Carter's  elections. 

"I  guess  this  makes  me  the  senior 
man,  the  last  of  the  old  guard." 

Had  the  passing  of  the  guard  made  a 
difference?  "I  don't  think  a  whole 
lot,"  said  Mr.  Brinkley.  "It  all  comes 
out  about  the  same,  it's  so  computer- 
ized, bureaucratized,  pasteurized.  But, 
it's  the  technology  that  made  the  dif- 
ference, not  the  personnel." 

— New  York  Times 

Ass-Backward  Costing 

According  to  a  memo  written  by 
James  Wade  Jr.,  a  Deputy  Under 
Secretary  of  Defense  for  Research 
and  Engineering,  virtually  no  U.S. 
equipment  is  tested  under  live  firing 
conditions  because  the  costs  would 
be  too  high. 

— Time 

Voted  with  Their  Feet 

Deauville,  France — Ariel  Zeitoun 
and  Diane  Kurys,  producer  and  direc- 
tor of  the  French  film  Entre  Nous, 
received  the  first  Forbes  Award  during 
a  luncheon  thrown  at  the  Hotel  Royal. 
The  Forbes  prize  (a  Steuben  Glass 
crystal  eagle  set  in  a  crystal  globe) 
salutes  pic  as  most  commercially  pop- 
ular French  feature  of  the  year  State- 


side. Timothy  C.  Forbes  did  the  hon- 
ors. In  attendance  were  Deauville 
Mayor  Anne  d'Ornano  and  U.S.  Am- 
bassador to  France  Evan  G.  Galbraith. 

— Variety 

After  10  years  of  the  French  salute 

to  American  films  at  Deauville,  the 

time  was  right  for  noblesse  oblige. 

— Ruda  Dauphin,  U.S.  Director, 

Deauville  Film  Festival, 

Hollywood  Reporter 

It  is  surely  the  only  film  award  in  the 
world  in  which  the  jury  votes  with 
their  feet — and  their  pocketbooks. 

— Frazier  Draper,  Cultural  Attache, 
U.S.  Embassy,  France 

Tie  That 

Molloy  posed  as  a  middle-class  man 
who  had  left  his  wallet  home  and  had 
somehow  to  get  back  to  the  suburbs. 
At  the  rush  hour,  he  tried  to  borrow  75 
cents  for  his  bus  fare,  the  first  hour 
wearing  a  suit  but  no  tie,  the  second 
hour  properly  dressed,  tie  and  all.  "In 
the  first  hour,"  he  reports,  "I  made 
$7.23,  but  in  the  second,  with  my  tie 
on,  I  made  $26,  and  one  man  even  gave 
me  extra  money  for  a  newspaper." 
— Class:  A  Guide  through  the  Ameri- 
can Status  System,  by  Paul  Fussell 

Wait  a  Minute 

Eyes  are  bulging  in  Congress  over 
the  latest  report  on  the  civil-service 
retirement  system.  The  plan's  un- 
funded liability  has  soared  to  a  rec- 

Uuhcxn  Hadrn-Guesi  '  1984  v«  Vol*  Magazine 


"After  George  and  I  got  married,  » 

I  found  he  had  lied  about  his  age.  He's  only  70. " 


ord  $528  billion— equal  to  60%  of 
this  year's  entire  federal  budget — and 
is  growing  at  a  rate  of  more  than 
$25,000  a  minute. 

— U.S.  News  e)  World  Report 

Divorce  the  Thought 

To  say  that  my  job  has  kept  me 
from  getting  married  is  ridiculous. 
You  don't  get  married  because  you 
have  a  spare  weekend. 

— Diane  Sawyer,  Vanity  Fair 


Half  the  confusion  in  the 
world  conies  from  not  know- 
ing how  little  we  need. 

— Admiral  Richard  E.  Byrd, 
in  Outward  Bound  magazine 


No  Sure  Thing 

Never  invest  in  anything  that  eats 
or  needs  repairing — Billy  Rose. 
— Good  Advice,  by  William  Safire 
and  Leonard  Safir 

Not  So  Black 

Q.  Are  you  concerned  that  blacks 
and  the  poor  feel  that  your  Adminis- 
tration has  not  done  them  any  good? 
President  Reagan.  I  know  they  feel 
that  way,  but  I  also  know  that  there 
are  some  pretty  knowledgeable 
blacks  who  don't  feel  that  way  and 
who  know  the  true  story.  Sometimes 
I  suspect  there  are  leaders  of  pressure 
groups  and  interest  groups  who  are 
very  concerned  about  keeping  their 
very  cushy  jobs,  and  they  can  keep 
those  jobs  better  if  they  can  keep 
their  constituents  unhappy  and  be- 
lieving that  there  is  a  cause.  But  of 
the  6  million  jobs  [created]  in  these 
last  21  months,  1  million  have  gone 
to  blacks. 

— Time 

Do  Tou  Wonder? 

If  we  will  ever  see  a  plain  tee  shirt 
again,  or  must  they  all  carry  mes- 
sages or  support  a  cause? 

Why  your  son,  who  wants  so  badly 
to  cut  the  grass  when  he's  too  young, 
shows  complete  disinterest  as  soon 
as  he  is  old  enough? 

How  many  television  commercial 
viewers  would  bet  you  that  Robert 
Young  is  a  practicing  physician,  not 
a  former  actor? 

Whether  the  letter  "b"  is  some- 
times left  out  of  ads  for  garage  sales? 
— Viewpoint,  by  B.W.  Kendall, 
Bernardsville  (N.J.)  News 
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LIKE  PORSCHE  IS  ONLY  A  r 
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When  you  travel  the  world,  we  know  you  take  the  card.  Now,  take  the  cheque. 
MasterCard  Travelers  Cheques  are  accepted  on  every  continent  in  over  1 70 
countries.  They're  refundable  'round  the  world  and  easily  replaced  when  lost. 
'Next  trip,  enjoy  the  convenience  of  the  world's  ultimate  double  take, 
MasterCard  and  MasterCard  Travelers  Cheques. 

MasterCard  Travelers  Cheques 

So  Worldly.  So  Welcome. 


Fact  and  Comment  II 

By  M.S.  Forbes  Jr.,  Deputy  Editor-in-Chief 


ETHIOPIA 


The  tragedy  of  Ethiopia  and  a  growing  number  of  African 
countries  is  attributable  not  only  to  drought  or  to  the 
inexcusably  tardy  aid  on  the  part  of  Western  countries. 

Those  states  where  mass  starvation  exists  or  is  looming 
all  share  a  common  thread:  governments  that  have  stifled 
or  destroyed  agricultural  productivity. 

Since  Marxists  took  over  Ethiopia  in  the  mid-1970s, 
farmers  have  faced  unrelenting  hostility.  The  state  refused 
to  pay  adequate  prices,  thereby  discouraging  surpluses  in 
fertile  areas  that  would  have  sharply  eased  the  shortages 
that  now  exist  elsewhere.  Farmers  who  saved  for  a  dry  day 
were  denounced  for  "capitalist  hoarding."  Destructive 
agricultural  practices  were  ignored. 

Look  at  the  other  countries  where  famine  looms — 


Mozambique,  Angola,  Zambia,  etc. — and  you  find  Marxist 
bureaucratic  enmity  to  private  ownership  and  to  the  no- 
tion that  farmers  ought  to  receive  a  fair  return  for  their 
work.  Agricultural  output  has  plummeted.  Thus,  when 
natural  calamity  strikes,  the  possibilities  of  ghastly  hu- 
man suffering  and  loss  are  far  greater. 

If  these  countries  wish,  for  reasons  of  pride  or  history,  to 
ignore  the  impressive  lessons  of  the  U.S.,  Canada,  Australia 
and  Western  Europe,  they  should  at  least  take  a  cue  from 
China.  There,  agricultural  output  per  capita  did  not  exceed 
the  level  of  the  early  1930s  until  the  late  1970s,  when 
Peking  chucked  aside  ideology  and  enormously  increased 
private  incentives.  Result:  Despite  serious  reverses  in 
weather,  China's  harvests  have  reached  record  levels. 


WHY  WE  NEED  ENTREPRENEURS 


George  Gilder's  The  Spirit  of  Enterprise  (Simon  &.  Schus- 
ter, $17.95)  is  an  inspiration,  a  wonderful  read  for  the 
Christmas  season. 

What  he  says  will  encourage  most,  while  infuriating  a 
few.  That  minority  would  include  most  economists,  a 
goodly  number  of  Harvard  Business  School  graduates,  be- 
lievers in  the  efficacy  of  economic  planning  and  those  who 
think  the  wellspring  of  progress  is  a  foundation  study. 

Gilder  makes  an  overwhelming  case  that 
"an  economy  is  governed  by  the  will  and 
imagination,  creativity  and  persistence  of  its 
entrepreneurs.  All  that  matters  is  that  they 
be  encouraged  by  religion  and  culture,  law 
and  policy,  to  do  their  work  well."  Achieving 
success  against  long  odds,  these  people  create 
most  new  jobs  and  discover  or  exploit  most 
new  technologies.  Their  personal  wealth  is 
dwarfed  by  what  society  gains  as  a  whole. 

The  book  is  a  happy  combination  of  theory  and  absorbing 
case  histories.  The  stories  of  J.R.  Simplot,  or  Soichiro 
Honda,  or  the  founders  of  Sony  or  what  Castro's  refugees 
have  achieved  in  the  U.S.  are  gripping.  They  combined  hard 
work  and  imagination  with  a  disdain  for  the  expert  opinion 
that  said  it  couldn't  be  done.  Setbacks  are  common.  All 


great  entrepreneurs  suffered  spectacular  failures  at  some 
point  during  their  careers. 

In  reading  Gilder's  book,  one  realizes  how  fabulous  is 
the  long-term  outlook  for  the  American  economy.  He 
makes  mincemeat  of  pessimists  who  doubt  America's 
ability  to  compete  against  Japan. 

He  also  takes  to  task  those  Pollyannas  who  think  that 
Japan's  hostility  to  individualism  will  diminish  that  coun- 
try's ability  to  innovate.  By  citing  the  case 
histories  of  Sony  and  others,  Gilder  shows  that 
cultural  and  government  biases  can  be  over- 
come by  entrepreneurial  determination.  If  the 
powerful  Ministry  of  International  Trade  & 
Industry  (MITI)  had  had  its  way,  Sony  would 
never  have  introduced  the  transistor  radio. 
MITI  was  also  hostile  to  the  Japanese  auto- 
mobile industry,  believing  it  had  no  future. 
Entrepreneurship  is  not  restricted  by  race,  lack  of  educa- 
tion or  other  impediments.  This  kind  of  creativity  will 
flourish  where  there  is  personal  freedom,  the  right  to  own 
property,  a  sensible  tax  code  and  reasonable  regulation. 

Gilder's  celebration  of  the  entrepreneur,  warts  and  all,  is 
timely.  The  opportunities  for  individual  achievement  to- 
day are  unprecedented. 
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Pure  dash.  Pure  elegance.  Pure  Seiko. 

The  shapes  of  now,  two  by  two.  Black  and  bold  to  sport  everywhere,  with 

gold-tone  gleams  giving  definition,  heightening  impact.  Silver-and-gold  tone, 

cool,  sleek,  immensely  elegant.  Prophetic  design.  Seiko  design.  One  reward 

of  extraordinary  quartz  technology. 

You  get  the  best  of  Seiko  where  you  see  this  sign.  I  SEIKO 


Seiko  Time  Corporation.  1984 


SEIKO 

Setting  the  standard  for  the  world,  for  the  future. 


Edited  by  Howard  Banks 


What's  Ahead  for  Business 


A  nation 
of  workaholics? 


A  changing  pattern 


No  wage-led 
inflation  in  1985 


A  SAFE  JOB  BEFORE  ANYTHING 

Further  evidence  of  the  slowing  increases  in  labor  costs  is  at  hand 
this  holiday  season.  Paid  holidays  peaked  in  1981,  with  an  average  of 
12  days  a  year,  up  from  10  days  in  1973.  Analysts  Hewitt  Associates 
reckon  the  average  is  now  back  down  to  1 1  days. 

Vacation  time  has  not  noticeably  suffered  from  the  recession,  but 
neither  has  it  increased.  The  average  is  still  two  weeks  for  up  to  five 
years'  service  and  three  weeks  thereafter. 

It's  still  rare  for  U.S.  companies  to  match  Europe's  first-year  four  or 
five  weeks  for  all  full-time  workers.  It's  slowly  improving  for  long 
service.  Four  weeks  a  year  now  typically  comes  after  12  years,  against 
15  years  in  1973  and  five  weeks  after  25  instead  of  30  years'  service.  But 
U.S.  firms  remain  relatively  niggardly  compared  with  elsewhere.  Who 
says  the  work  ethic  is  dead  here? 

The  fact  is  that  holidays  are  less  important  to  trade  union  negotia- 
tors than  they  are  to  workers.  Pay  increases  used  to  be  at  the  top  of 
union  leaders'  wish  lists.  Now  that  unions  are  struggling  to  retain 
membership,  it's  job  security,  pensions  and  retraining. 

There's  another  consideration,  a  new  realism  among  trade  unions. 
William  Bywater,  president  of  the  International  Union  of  Electronic 
Workers,  who  faces  a  contract  battle  this  year  with  Westinghouse  and 
General  Electric,  says  a  significantly  reduced  workweek  or  more 
holidays  could  make  his  industry  less  competitive  internationally. 

The  diminished  interest  in  additional  time  off  is  a  reflection  of  an 
overall  pattern  of  placing  lesser  emphasis  on  straight  wage  increases.  It 
will  probably  hold  for  key  1985  negotiations  in  the  auto  industry  (at 
Chrysler  and  at  American  Motors'  Toledo  and  Kenosha  plants)  and  in 
meatpacking,  textile  and  rubber  companies. 

And  also  in  the  International  Brotherhood  of  Teamsters'  renegotiation 
of  the  National  Master  Freight  Agreement,  where  the  key  trend  is  two- 
tier  wages  and  non-NMFA,  deregulated  truckers.  New  union  hires  at 
UPS  get  $4  to  $5  an  hour  less  than  existing  workers. 

The  bias  against  union  workers  is  general.  Unionized  workers  are  paid 
more — averaging  $17.02  an  hour  (including  benefits  and  COLAs),  vs. 
$12.44  for  nonunion  workers,  says  the  AFL-CIO.  But,  in  the  year 
ending  September  1984,  higher  raises  went  to  nonunion  people  (5.2% 
on  total  compensation,  vs.  4.1%  for  union  deals). 

Salaried  people  did  best,  averaging  6%,  while  top  executives  got  12%, 
including  fat  profit-related  bonuses. 

Total  wage  costs  for  the  economy  are  expected  to  rise  a  bit  faster  in 
1985  than  in  1984,  but  this  increase  will  be  tempered  by  an  absence  of 
inflationary  boosts  in  fringes  and  holidays. 

For  the  economy  in  general,  therefore,  there's  a  reassuring  side  to  this 
trend.  Wage-led  inflation  is  extremely  unlikely. 
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The  Forbes  Index 


Current  169.0 

Previous  169.7 

Percent  change      -0.4 


100 


90 


A  little  faster  downhill.  The  Forbes  Index  suffered  a  0.4% 
decline  in  the  latest  reporting  period.  This  is  the  largest 
setback  since  the  Index  began  losing  ground  in  August.  At 
present,  however,  the  figures  are  more  indicative  of  a 
slowdown  than  a  recession.  Manufacturers'  new  orders 
fell  4.1%  from  the  previous  month.  Although  retail  store 
sales  declined  0.1%  from  September  to  October,  they  are 


still  6.8%  higher  than  in  October  of  1983. 

While  new  housing  starts  show  a  1.1%  month-to- 
month  gain,  they  are  down  5.8%  from  a  year  ago.  Personal 
income  rose  0.2%  over  the  previous  month,  but  latest 
figures  also  show  a  1%  rise  in  consumer  installment 
credit.  If  debt  burdens  continue  to  rise  faster  than  salaries, 
consumers  could  end  up  in  a  bind. 


The  Forbes  Index  Components 


The  FORBES  Index  is  a  measure  of  US  economic  activity 
composed  of  eight  equally  weighted  elements:  Total  in- 
dustrial production,  new  claims  for  unemployment  com- 
pensation, the  cost  of  services  relative  to  all  consumer 
prices,  the  level  of  new  orders  for  durable  goods  com- 
pared with  manufacturers'  inventories,  total  retail  sales, 
new  housing  starts,  personal  income,  total  consumer 
installment  credit. 

To  measure  these  eight  elements,  FORBES  monitors  ten 
series  of  U.S.  government  data  The  last  13  months'  data 
for  each  series  is  presented  at  right. 
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The  Castle  Race 

^Christopher  Martin 
illustrated  by  David  Hockney 


ONCE  upon  a  time,  and  a  time  before  that,  there  lived  in 
the  Northlands  in  the  Kingdom  of  Hrolf,  a  beautiful  princess 
named  Asa. 

She  had  many  suitors  from  all  parts,  but  two  noble  princes, 
Agnay  and  Volund,  were  far  more  persistent  and  determined 
than  the  rest. 

Unable  to  decide  between  them,  Asa  sought  her  father's 
advice.  'Both  are  princes,'  she  said,  'both  fine  horse-men  and  one 
as  handsome  as  the  other.  How  shall  I  choose?' 

At  this,  King  Hrolf  summoned  the  two  princes  to  his  court. 
'Guarding  the  northern  and  southern  entrances  to  my  Kingdom 
are  two  identical  hills,'  he  said.  'Take  one  hill  each  and  on  it 
build  a  castle  fit  for  a  princess.  Whoever  shall  finish  first  will 
marry  Princess  Asa.  But  one  thing.  You  must  complete  the  task 
for  no  more  money  than  this.'  And  so  saying  the  King  gave  each 
prince  one  thousand  crowns  in  gold  (a  modest  fortune  in  those 
days).  The  two  princes  began  at  once,  though  with  rather 
different  attitudes  of  mind. 

Prince  Agnay  reasoned  thus:  'It  is  a  race,'  he  said,  'so  speed 
is  of  the  essence.  I  will  engage  many  labourers  who  will  have  to 
work  for  low  wages.  We  will  use  local  stone  because  it  is  con- 
venient and  cheap,  if  a  little  difficult  to  work.  We  won't  waste 
time  with  proper  scaffolding,  we  will  sleep  rough  and  eat  what 
wild  berries  can  be  found  on  the  hill.' 

Prince  Volund  was  of  a  different  mind :  'Building  castles  is 
long,  laborious  and  often  dangerous  work,'  he  said.  'I  will 
engage  only  enough  men  that  I  can  pay  fair  wages.  We  will 


haul  stone  from  across  the  mountains  because  it  is  easier  to 
work.  We  must  cut  down  pine  forests  as  scaffolding  and  to  make 
proper  shelters  for  the  men,  and  we  will  engage  full-time 
hunters  to  keep  us  well  supplied  with  deer  and  wild  boar.' 

'Furthermore,'  said  Prince  Volund,  'every  man  who  helps 
me  build  this  castle  shall  have  a  part  ownership  of  it,  which  will 
entitle  him  and  his  family  to  seek  refuge  here  in  times  of  trouble.' 

At  the  end  of  the  first  summer,  King  Hrolf  came  to  view  the 
progress.  Agnay's  castle  was  half  complete,  but  poor  Volund  had 
only  just  begun.  The  people  laughed  at  Volund.  'It  will  doubt- 
less be  a  very  fine  castle  when  it's  finished,'  they  mocked.  'What 
a  pity  there  will  be  no  princess  to  live  in  it.'  King  Hrolf  wasn't 
so  sure. 

Then  winter  came.  And  as  you  know,  winters  in  the  North- 
lands are  very  severe.  Cold  hands  found  Agnay's  stone  even 
harder  to  work.  Accidents,  caused  by  the  lack  of  scaffolding, 
trebled.  The  berries  disappeared  from  the  hillside,  and  where 
there  had  been  grass  for  a  bed,  now  there  was  snow. 

Mumblings  and  grumblings  became  visible  discontent,  and 
one  by  one  Agnay's  men  downed  what  tools  they  had  and  asked, 
'Why  should  we  work  under  these  conditions?'  Volund's 
labourers  knew  they  would  gain  lifelong  security  for  their 
families  from  the  finished  castle.  They  went  to  Volund  and  said, 
'Because  we  are  so  far  behind  in  the  race,  we  have  looked 
around  and  found  ways  of  being  more  efficient.' 

And  so  it  was  that  as  Agnay  fell  into  disarray,  Volund  went 
from  strength  to  strength.  And,  as  you  will  have  guessed  by  now, 
one  summer  and  winter  later  he  not  only  finished  first,  but  had 
built  by  far  the  most  beautiful  castle. 

At  the  wedding,  which  by  all  accounts  was  a  splendour  in 
itself,  King  Hrolf  took  Volund  to  one  side.  T  have  gained  more 
than  a  son,'  he  said. 

Tn  this  part  of  the  Northlands,  the  lessons  that  you  have 
taught  will  never  be  forgotten.' 
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Extraordinary... 12  year  old  Scotch. 
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Japanese  venture  capitalists  are  establishing  beachheads  in  Cali- 
fornia. There's  even  a  buzzword  for  the  trend — "strategic  part- 
nership. "  The  dollar  amounts  aren't  big,  but  the  implications  are. 

The  Silicon  Valley  greater 
co  prosperity  sphere 


By  Andrew  Tanzer 


itsubishi  Corp.,  the  mam- 
moth Japanese  trading  com- 
pany, sank  $2  million  into 
tiny  Britton  Lee,  Inc.  last  month.  It 
wasn't  a  typical  venture  capital  deal, 
because  the  Silicon  Valley  outfit 
didn't  need  the  cash.  What  Britton  Lee 
did  need  was  the  Japanese  connection. 
If  Mitsubishi  can't  find  a  mar- 
ket in  Japan  for  the  U.S.  firm's 
intelligent  database  ma- 
chines, then  who  can?  "The 
investment  gives  us  leverage 
on  that  side  of  the  Pacific," 
explains  David  Britton,  presi- 
dent of  the  firm. 

Nikko  Securities  Co.,  Ltd. 
helped  arrange  the  marriage, 
which  followed  an  invest- 
ment in  the  young  computer 
company  by  Yamaichi  Uni 
Ven  Co.,  Ltd.,  the  venture 
capital  arm  of  a  rival  securi- 
ties house. 

Increasingly,  Japanese  trad- 
ing companies  and  venture 
capital  firms,  mostly  affiliates 
of  investment  and  commer- 
cial banks,  are  trying  their 
luck  in  the  U.S.  venture  cap- 
ital market.  Several  have 
opened  offices  in  recent 
months  in  California,  citadel 
of  venture  capitalism. 

What   are    they   after?    An 


outlet  for  their  money,  in  good  part. 
There  is  lots  of  that  kind  of  money 
available  in  Japan,  but  not  many  out- 
lets for  it.  Venture  capital  is  now  a 
$14  billion  game  in  the  U.S.,  many 
times  the  size  of  the  Japanese  indus- 
try. "Japanese  venture  capital  compa- 
nies have  too  much  money  and  not 
enough  ventures  to  invest  in  in  Ja- 
pan," comments  Sam  Kano,  Nikko's 


Nikko 
After 


Securities'  Sam  Kano 
more  than  capital  gains. 


man  in  Silicon  Valley.  Beyond  this, 
however,  the  Japanese  are  after  more 
than  capital  gains. 

"Strategic  partnership"  is  the  buzz- 
word. The  Japanese  manufacturers 
who  put  up  the  cash  are  after  technol- 
ogy, and  the  banks  get  underwriting 
and  lending  opportunities.  Trading 
companies,  the  first  on  the  scene, 
think  a  small  injection  of  venture  cap- 
ital in  an  American  startup  is 
a  small  price  to  pay  for  exclu- 
sive product-distribution 
rights  in  Japan  and  access  to 
advanced  technology. 

While  some  U.S.  technolo- 
gy firms  are  wary  of  Japanese 
venture  capitalists  and  trad- 
ing companies  bearing  gifts, 
others  seek  such  a  connec- 
tion. "With  the  right  Japanese 
partner,  a  small  U.S.  company 
can  get  a  leg  up  selling  in  a 
difficult  market,"  says 
Charles  Crocker,  president  of 
San  Francisco's  Crocker  Cap- 
ital Corp.,  which  has  coin- 
vested  in  several  companies 
with  Yamaichi  Uni  Ven. 

Sometimes  the  Japanese  in- 
vestor will  simply  sell  the 
U.S.  product  on  the  Japanese 
market.  Other  times  it  will 
license  the  technology  and  ar- 
range for  manufacturing  at 
home. 
Take     Mitsubishi.     Earlier 
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this  year  it  bought  5%  of  Microrim, 
Inc.,  a  softwaremaker  in  Bellevue, 
Wash.  Mitsubishi  then  brought  in  a 
Japanese  software  house  that  modi- 
fied Microrim's  software  to  a  Japanese 
version.  Now  Mitsubishi  is  selling 
the  packages  in  Japan. 

C.  Itoh  Electronics,  Inc.,  a  Los  An- 
geles-based subsidiary  of  the  giant 
Japanese  trading  company  C.  Itoh  & 
Co.,  Ltd.,  is  even  more  active.  Since 
1976  it  has  put  a  total  of  more  than 
$10  million  into  over  20  high-tech 
American  companies.  "Trade  is  the 
main  purpose  of  our  investments," 
explains  company  President  Mark  Ta- 
keuchi.  C.  Itoh  has  licensed  the  tech- 
nology of  half  of  those  companies, 
subcontracted  production  in  Japan 
and  shipped  the  electronics  back  to 
the  U.S. 

How  do  the  big  trading  companies, 
or  sogo  sbosha,  target  American  part- 
ners? Through  investing  in  U.S. -man- 
aged venture  capital  funds.  "This  is 
the  quickest  way  to  gather  informa- 
tion about  what  kind  of  companies 
and  technology  we  are  looking  for," 
explains  Takeuchi. 

Like  the  trading  companies,  Japa- 
nese venture  capital  firms  at  first  also 
worked  cautiously  through  U.S.  ven- 
ture capital  funds.  Says  Stanley  Pratt, 
publisher  of  the  authoritative  Venture 
Capital  journal  "Any  foreign  firm  that 
tries  to  deal  on  its  own  [in  venture 
capital]  is  asking  for  trouble." 

But  experience  is  making  the  Japa- 
nese bolder.  Example:  the  direct  in- 
vestments in  Britton  Lee  by  Yamaichi 
Uni  Ven  and  Crocker.  Yamaichi 
opened  a  Los  Angeles  office  in  August 
and  has  put  $3.5  million  of  the  $50 
million  of  venture  capital  funds  it 
manages  into  seven  U.S.  companies. 

Another  young  but  growing  player 
is  California  First  Bank  Venture  Cap- 
ital Corp.,  whose  parent  is  owned  by 
Bank  of  Tokyo.  CFB  Venture  Capital 
has  invested  a  total  of  $1  million  in 
five  technology  outfits.  According  to 
CFB  Vice  President  Yoji  Anzai,  the 
venture  capital  unit  likes  to  coinvest 
with  Japanese  companies.  For  exam- 
ple, CFB  managed  a  syndicate  of  eight 
Japanese  firms,  including  Shinetsu 
Chemical  Co.,  Ltd.,  which  invested 
$3.2  million  in  Syntro  Corp.,  a  San 
Diego  biotechnology  concern. 

The  dollar  amounts  are  still  mod- 
est. U.S. -style  venture  capital  is  alien 
to  Japanese  culture.  Conformist, 
group-oriented  Japan,  with  its  life- 
time employment  system  and  big  in- 
dustrial corporations,  does  not  pro- 
vide fertile  ground  for  entrepreneurs 
or  their  financiers.  Perhaps  for  this 
reason,  Japanese  funds  seldom  invest 
in  startup  companies,   preferring  to 


wait  until  the  laboratories  have 
brought  their  products  to  market.  For 
them,  seeing  is  believing.  "The  Amer- 
ican entrepreneurial  system  is  so  for- 
eign to  Japan,  you  wonder  how  well 
they  understand  it,"  says  Frank  Bay- 
ley,  a  senior  partner  with  the  San 
Francisco  law  firm  Chickering  & 
Gregory,  who  has  worked  closely 
with  Japanese  venture  capitalists. 

So  much  more  hospitable  is  the 
U.S.  to  startups  that  some  Japanese 
entrepreneurs  themselves,  oddballs  in 
the  eyes  of  their  countrymen,  emi- 


grate to  America.  One  such  entrepre- 
neurial firm,  Sawafuji  Dynameca  Co., 
Ltd.,  which  designs  advanced  audio 
speakers,  recently  set  up  an  R&D  and 
manufacturing  subsidiary  in  Los  An- 
geles. Its  source  of  funds:  Yamaichi 
Uni  Ven,  CFB  Venture  Capital,  Dia- 
mond Capital  Co.,  Ltd.  (a  venture  cap- 
ital affiliate  of  Mitsubishi  Bank)  and 
other  Japanese  financial  institutions. 
The  pattern  is  clear:  Not  profits  but 
technology  is  what  Japanese  venture 
capitalists  are  after  in  their  Silicon 
Valley  investments.  ■ 


Leveraging  his   leveraged  buyout,  John 
Kluge  is  well  on  the  way  to  his  first  billion. 

Metromedia 
revisited 


By  Allan  Sloan 


Y1  ou  really  have  to  admire  the 
financial  inventiveness  of  John 
Kluge,  chairman  of  Metrome- 
dia, Inc. 

The  last  time  we  dealt  with  Kluge 
(Forbes,  Apr.  23)  he  was  about  to  use 
$1.3  billion  of  bank  credit  to  put 
through  a  leveraged  buyout  of  Metro- 
media. Kluge  went  into  that  leveraged 
buyout,  which  was  completed  in 
June,  owning  25%  of  Metromedia's 
stock.  He  came  out  of  it  with  more 
than  75%  of  the  new  Metromedia. 

He  also  ended  up  richer  by  more 
than  $100  million — in  cash  (before 
taxes,  of  course,  but  knowing  Kluge, 
those  will  be  held  to  a  minimum). 

Kluge,  who  came  to  the  U.S.  from 
Germany  as  a  young  child,  spent  25 
years  building  Metromedia  from  a 
tiny  firm  into  the  nation's  largest  in- 
dependent broadcasting  company.  He 
is  renowned  for  his  intricate  financial 
moves,  such  as  having  Metromedia 
buy  the  depreciation  rights  to  New 
York  City  buses  and  subway  cars. 
With  the  leveraged  buyout,  Kluge  was 
gathering  in  his  sheaves. 

Now,  it's  harvest  time  again.  Less 
than  six  months  after  taking  Metro- 


media private,  Kluge  is  tapping  the 
public  debt  markets  to  leverage  his 
leveraged  buyout.  Who  is  handling 
the  deal  for  him?  None  other  than 
financial  impresario  Michael  Milken 
(Forbes,  Nov.  19)  of  Drexel  Burnham 
Lambert.  Through  Drexel,  Kluge  is  re- 
placing his  bank  debt  with  $1.3  bil- 
lion raised  through  creations  of  Mil- 
ken's fertile  mind — securities  ranging 
from  4-year  zero-coupon  senior  notes 
to  18-year  adjustable-rate  participat- 
ing subordinated  debentures. 

The  refinancing  is  even  more  ad- 
vantageous to  Kluge  than  the  original 
bank  loan,  in  which  the  banks  took 
most  of  the  risk  and  Kluge  stood  to 
reap  most  of  the  rewards.  Now  lend- 
ers still  take  the  risks,  and  Kluge's 
potential  rewards  are  even  greater. 

Kluge  ancj  Milken,  who  were  put- 
ting final  touches  on  the  refinancing, 
wouldn't  discuss  it  with  Forbes.  But 
the  deal  speaks  for  itself.  Kluge  is  ac- 
cepting a  high  interest  rate  to  escape 
from  the  banks,  which  had  the  quaint 
idea  that  Metromedia  should  pay  in- 
terest in  cash  and  reduce  the  principal 
of  its  leveraged  buyout  loan  in  stages. 
The  refinancing  will  relieve  Kluge  of 
much  of  this  onerous  burden. 

The  rate  on  the  new  paper  is  higher 
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than  what  Metromedia  was  paying 
the  banks,  but  Metromedia's  cash  in- 
terest payments  are  lower.  The  reason 
is  that  $300  million  of  the  new  money 
comes  from  zero-coupon  notes.  Zeros, 
of  course,  don't  require  periodic  cash 
interest  payments.  Interest  for  the  en- 
tire term  is  paid  in  one  shot  when  the 
zeros  come  due.  And,  even  though 
Metromedia's  cash  interest  payments 
drop  under  the  refinancing,  its  inter- 
est deduction  for  tax  purposes  in- 
creases. That's  because  interest  ac- 
crued on  the  zeros  is  deductible,  even 
though  it's  not  paid  in  cash.  The  refi- 
nancing also  lengthens  the  maturity 
of  Metromedia's  debt. 

Not  for  nothing  does  Mike  Milken, 
at  38,  earn  an  estimated  $15  million  a 
year.  Drexel  Burnham  picks  up  about 
$25  million  in  fees  for  putting  the  deal 
together  and  captures  Metromedia  as 
a  client. 

The  refinancing  gives  John  Kluge, 
who  at  age  70  shows  no  signs  of  slow- 
ing down,  a  good  shot  at  becoming  a 
billionaire  before  the  decade  is  out,  for 
reasons  explained  later. 

It  would  seem,  in  hindsight,  that 
the  canny  Kluge  hoped  from  the  start 
to  refinance  the  bank  debt  with  Mil- 
ken paper.  The  original  leveraged 
buyout  gave  the  banks,  led  by  Manu- 
facturers Hanover,  power  to  keep 
Metromedia  in  line.  That  probably 
did  not  sit  well  with  the  fiercely  inde- 
pendent Kluge.  Metromedia  paid  the 
banks  $14.5  million  in  front-end  fees 
to  get  a  loan  that  was  outstanding  for 
only  about  six  months.  But  the  loan 
served  its  purpose — it  allowed  Kluge 
to  rid  himself  of  those  pesky  outside 
shareholders. 

The  banks,  realizing  that  Metrome- 
dia's cash  flow  from  operations  prob- 
ably wouldn't  produce  enough  money 
to  pay  the  interest  on  the  $1.3  bil- 


lion— which,  in  fact,  it 
didn't — had  Kluge  on  a 
short  leash.  They  gave 
Kluge  only  eight  years  to 
pay  the  loan  off  and  de- 
manded that  some  princi- 
pal be  paid  early,  begin- 
ning with  $200  million  by 
June  30,  1985. 

The  only  way  for  Kluge 
to  come  up  with  the  $200 
million,  and  with  the 
money  to  make  his  inter- 
est payments,  was  to  sell 
something,  probably  a  TV 
station.  Metromedia 

owns  seven  TV  stations, 
all  in  major  markets;  a 
group  of  radio  stations;  at- 
tractive cellular  tele- 
phone franchises;  and 
Gar>  Haiigren  odds  and  ends,  among 
them  the  Harlem  Globetrotters  and 
the  Ice  Capades.  Kluge  doesn't  like  to 
sell  things.  Not  those  things  he  thinks 
are  worth  keeping. 

By  postponing  principal  repay- 
ments, Kluge  gets  to  hold  all  Metro- 
media's broadcasting  properties  and 
cellular  franchises,  which  are  appreci- 
ating in  value.  Metromedia's  oper- 
ations seem  capable  of  producing 
enough  cash  to  cover  Metromedia's 
now-reduced  cash  interest  payments. 
Meanwhile,  the  interest  accruing  on 
the  new  zeros,  plus  the  interest  accru- 


ing on  the  $543  million  face  value  of 
discount  debentures  that  Kluge  paid 
Metromedia  shareholders  as  part  of 
the  original  leveraged  buyout,  will 
produce  tax  losses  for  years. 

Metromedia  doesn't  have  to  pay 
any  principal  on  the  Milken  paper  un- 
til November  1988,  when  $136  mil- 
lion of  zero  notes  come  due,  the  first 
of  five  such  annual  payments  stretch- 
ing through  1992. 

But  well  before  then,  if  he  is  still 
active,  Kluge  may  have  taken  Metro- 
media public  again,  selling  a  fraction 
of  the  company  at  a  nice  price  in  some 
future  hot  stock  market.  As  things 
stand,  Kluge  owns  75.5%  of  Metro- 
media. But  Metromedia  has  the  right 
to  buy  out  two  equity  owners — Pru- 
dential Insurance  and  Boston  Ven- 
tures Limited  Partnership — regardless 
of  whether  they  want  to  sell  or  not.  If 
Metromedia  buys  them  out,  Kluge's 
ownership  rises  to  93%. 

Metromedia's  assets  are  probably 
worth  $1.6  billion  today  and  could 
well  be  worth  $2.5  billion  by  1988. 
The  company's  net  worth — its  assets 
minus  its  liabilities — would  then 
probably  be  about  $800  million.  In  a 
hot  stock  market,  Metromedia's  po- 
tential capitalization  boggles  the 
mind.  And  so  does  Kluge's  potential 
net  worth.  Thank  you,  public  debt 
investors.  And  thank  you,  Michael 
Milken.  ■ 


Shop  for  a  real  estate  tax  shelter  and  you 
may  get  two  things:  a  prospectus  filled  with 
gibberish  and  a  brochure  filled  with  mis- 
leading performance  numbers. 

How  to  fool 
with  averages 


By  Laura  R.  Walbert 


Walk  into  a  Merrill  Lynch  of- 
fice and  ask  about  a  real  es- 
tate limited  partnership.  If 
you  had  asked  about  JMB  Income 
Properties,  Ltd. -XI  early  last  month, 
the  salesman  would  have  handed  you 
two  things:  a  145-page  prospectus 
that  even  experts  can  barely  make 
sense  of  and  a  16-page  glossy  sales 
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brochure  that  boasts  a  useless  and  ex- 
aggerated number  for  past  perfor- 
mance— 31%  a  year. 

We  don't  mean  to  pick  on  JMB  Real- 
ty Corp.  or  Merrill  Lynch.  JMB,  a  Chi- 
cago syndicator  whose  income  part- 
nerships are  principally  underwritten 
by  Merrill  Lynch,  is,  according  to  ex- 
perts who  rate  tax  shelters,  one  of  the 
better  operators.  Its  record  is  pretty 
darned  good — although  not  nearly  so 
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good  as  some  of  its  figures  suggest.  We 
cite  it  only  because  the  firm  is  so 
willing  to  disclose  information  from 
which  a  valid  performance  history 
can  be  derived.  Other  operators  use 
the  same  statistical  shenanigans,  but 
give  fewer  clues  as  to  how  to  unearth 
the  true  performance. 

Welcome  to  real  estate  limited  part- 
nership reporting,  where  sponsors  can 
pitch  their  products  with  meaningless 
performance  figures  while  the  SEC 
throws  up  its  hands  helplessly.  Says 
Irving  Borochoff,  an  assistant  director 
of  the  SEC's  division  of 
corporation  finance:  "I 
don't  think  there's  any 
accepted  method  of 
computing  yield." 

Is  it  really  that  hard? 
Using  a  simple  personal 
computer  program, 

Forbes  was  able  to  cal- 
culate realistic  rates  of 
return  for  JMB's  two  old- 
est deals.  The  pretax  re- 
turn came  to  13%  a  year 
on  JMB  Income  Proper- 
ties, Ltd. -1973,  using 
JMB's  appraisal  of  the  re- 
sidual value  in  the  prop- 
erty and  notes  outstand- 
ing, or  8%,  when  an  out- 
side bid  on  the  residual 
value  was  used.  JMB  In- 
come Properties,  Ltd. -II, 
a  ten-year-old  partner- 
ship and  one  of  JMB's 
few  completed  partner- 
ships, produced  an  18% 
annual  return. 

Thanks  to  the  partner- 
ship's light  tax  burden, 
18%  is  also  the  aftertax 
return  for  JMB-II,  as  cal- 
culated by  JMB.  Excel- 
lent. But  that  18%  is  not^x 
to  be  found  in  the  finan-^ 
cial  reports.  Instead, 
they  show  a  42%  figure, 
which  is  described  as  "average  simple 
annual  appreciation  on  partnership's 
original  cash  investment." 

How  do  you  manage  to  get  big  num- 
bers like  42%  and  31%  out  of  num- 
bers like  18%?  It  is  a  case  study  in 
financial  gobbledygook.  Let  us  look  in 
detail  at  the  31%  figure,  which  mea- 
sures average  annual  performance  of 
liquidated  properties  in  all  the  JMB 
income  programs,  not  only  the  ones 
nearing  completion. 

The  31%,  it  turns  out,  has  absolute- 
ly nothing  to  do  with  how  much  cash 
investors  walked  away  with.  It  repre- 
sents the  gain  on  the  various  shopping 
malls  and  office  buildings  sold  by  the 
partnerships  so  far.  Only  in  fine-print 
footnotes  does  one  learn  what  this 


means  to  investors:  It  seems  the  31% 
is  the  annual  appreciation  on  only 
that  portion  of  the  limited  partners' 
investment  that  went  into  properties. 
The  part  of  the  investors'  money  that 
went  into  fees  is  ignored.  Counting 
fees,  the  appreciation  on  the  limited 
partners'  total  investment  comes  to 
23%  a  year. 

Even  the  23%  is  useless  as  a  perfor- 
mance measure.  It  was  concocted  by 
taking  "simple  annual  apprecia- 
tion"— that  is,  no  compounding. 
What's  wrong  with  that?  Here  is  an 


opinion  from  a  shelter  analyst  who 
requested  anonymity  because  the  in- 
dustry is  in  a  position  to  retaliate 
against  him:  "The  average  simple  an- 
nual appreciation  is  a  totally  mean- 
ingless, absolutely  worthless  figure.  It 
tends  to  run  two  and  three  times  the 
actual  rate  of  return  by  any  normal 
calculations." 

The  analyst  is  absolutely  right.  The 
tax  shelters  make  their  claims  with- 
out figuring  for  compounding.  It  is 
analogous  to  this:  Suppose  you  invest- 
ed $1,000  in  a  ten-year  bank  CD  at 
12%  compounded.  At  the  end  of  the 
period  you  would  have  $3,100.  But 
suppose  the  bank  could  advertise  this 
account  on  a  "simple  interest"  basis. 
With  a  total  gain  of  $2,100,  210%  of 


the  original  investment,  the  bank 
could  claim  it  was  paying  21%  annual 
interest  instead  of  12%.  Quite  a  differ- 
ence. Reputable  banks  don't  advertise 
that  way,  but  most  real  estate  tax 
shelters  do. 

JMB,  by  the  way,  has  a  good  reputa- 
tion for  selling  properties  when  the 
economics  dictates.  Industry  experts 
suspect  that  less  reputable  competi- 
tors sell  good  ones  early  and  hold  on 
to  the  dogs.  That  practice  makes  the 
average  annual  appreciation  on  liqui- 
dated properties — the  industry  stan- 
r  on  Logan  dard  for  measuring  per- 
formance— look  good. 

If  simple  interest  is 
wrong,  what  is  right?  A 
calculation  known  as 
"internal  rate  of  return," 
the  source  of  the  13% 
and  18%  figures  cited 
above  for  early  JMB  pro- 
grams. It  takes  the  tim- 
ing of  payouts  into  ac- 
count and  figures  in 
compounding  along  the 
way.  More  important, 
the  internal  rate  of  re- 
turn focuses  on  the  cash 
that  ends  up  in  the  in- 
vestor's pocket,  not  on 
the  appreciation  of  the 
properties.  Of  course, 
the  sponsor  must  have 
some  completed  (or 
nearly  completed)  part- 
nerships in  order  to  cal- 
culate meaningful  rates 
of  return. 

Tax-shelter  sponsors 
themselves  often  calcu- 
late internal  rate  of  re- 
turn on  completed  part- 
nerships, and  in  the  case 
of  JMB,  current  and  pro- 
spective investors  can 
learn  the  rates  if  they 
call  and  ask.  But  inves- 
tors won't  find  the  inter- 
nal rate  of  return  in  the  reports  re- 
quired by  the  SEC  or  in  those  glossy 
sales  brochures. 

Why  not  tell  investors  what  they 
really  need  to  know?  Says  Burton  Gla- 
zov,  executive  vice  president  of  JMB 
Realty  Corp.,  "Two  reasons.  One,  no- 
body in  the  market  does  it.  Second,  if 
we  used  an  internal  rate  of  return  cal- 
culation, I  think  we  would  confuse 
90%  of  the  people,  maybe  more." 

They  are  plenty  confused  now.  Says 
William  Brennan,  publisher  of  the 
tax-shelter  newsletter  Brennan  Re- 
ports, "With  a  real  estate  program,  I 
say,  'Well,  this  will  take  me  about  5 
hours  to  read.'  Undoubtedly,  30  hours 
later,  I'm  still  saying,  'How  can  I  get 
this  to  make  sense?'  "  ■ 
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A  little  specialty  store  group  that  you  prob- 
ably never  heard  of  is  scooping  up  B.  Alt- 
man,  a  fancy  but  ailing  Fifth  Avenue  re- 
tailer. That  takes  nerve,  but  so  does  selling 
$30,000  fur  coats  in  Albany,  N.Y. 

Back  on  the  strip 


By  Jeffrey  A.  Trachtenberg 

It's  9:30  on  a  chilly,  overcast  Fri- 
day morning  after  Thanksgiving. 
There  are  already  50  people  wait- 
ing for  Cohoes  Specialty  Stores  to 
open  its  doors  in  Cohoes,  N.Y.,  an 
Albany  suburb.  Two  hours  later  the 
parking  lot  is  so  crowded  with  the 
cars  of  shoppers  eager  to  buy  brand- 
name  merchandise  at  a  discount  that 
shoppers  are  hunting  for  spaces  on  the 
street.  "We  don't  attract  them  by 
spending  lots  of  money  on  decora- 
tion," says  Sanford  Zimmerman,  the 
55-year-old  chairman.  "We  invest  in 
merchandise  and  hire  307o  more  floor 
help  than  the  big  department  stores." 
In  short,  an  upmarket  discount  house, 
with  merchandise  and  service  to 
match.  A  unique  niche.  There's  noth- 
ing else  quite  like  it  in  retailing. 

This  year  Zimmerman's  four  cloth- 
ing stores  should  do  $50  million  in 
sales,  with  aftertax  profit  of  $2  mil- 
lion, or  a  4%  margin,  compared,  for 
example,  with  a  3%  return  on  sales 
for  the  retail  store  industry  overall. 
Cohoes  offers  a  minimum  of  20%  off 
everything  in  stock,  from  Calvin 
Klein  to  Ralph  Lauren.  Both  the  typi- 
cal retail  price,  slashed,  and  Cohoes' 
discounted  price  are  clearly  marked 
on  every  sales  ticket.  "The  depart- 
ment stores  use  high  prices  to  estab- 
lish their  merchandise  and  then  mark 
them  down,"  says  Zimmerman.  "We 
don't  bother  fooling  anybody." 

Zimmerman  and  his  partner,  Ben 
Ames,  acquired  Cohoes  in  1979  for  a 
few  million  dollars.  Now,  with  a  real 
estate  syndicate,  this  unknown  dis- 
counter managed  to  scoop  up  B.  Alt- 
man  &.  Co.,  the  famous  seven-store 
New  York  retailer.  Altman  has  its 
Fifth  Avenue  flagship  on  New  York 
City's  midtown  retailing  strip,  down 


the  street  from  giant  Macy's  and  Gim- 
bel's  stores.  The  deal  is  said  to  be  for 
$115  million.  Zimmerman  had  his 
fingers  crossed  that  an  Internal  Rev- 
enue Service  indictment  over  alleged- 
ly understated  inventories  wouldn't 
queer  the  deal. 

B.  Altman  &  Co.  has  been  badly  run 
in  recent  years,  producing  net  earn- 
ings of  $265,300  on  sales  of  $221.5 
million  for  the  last  fiscal  year  ended 
Jan.  31— a  0.1%  return.  R.H.  Macy  & 
Co.,  in  contrast,  generated  a  5.5%  re- 
turn for  its  fiscal  year  ended  July  28. 
"We  think  we  can  run  B-  Altman 
more  profitably,"  says  Zimmerman. 

How?  His  operation  of  Cohoes  may 
give  a  clue.  Altman's  has  a  terrific 
location,  a  good  name,  but  lacks  style, 
personality  and  an  appeal  to  younger 
customers.  What  Altman's  lacks  in 
personality  Zimmerman  hopes  to  pro- 
vide. He  could  do  so  by  going  the 


Cohoes  Chairman  Sanford  Zimmerman 
More  clerks,  and  $425  sweaters. 


Cohoes  route:  Bringing  in  people  who 
want  status  merchandise  but  also 
want  to  save  money.  He  is  accus- 
tomed to  dealing  with  high-income 
customers,  many  of  whom  shop  in 
Albany  but  summer  in  posh  Saratoga. 
At  Cohoes  the  average  customer  has  a 
household  income  of  $50,000.  The 
merchandise  is  similar  in  quality  to 
Bloomingdale's  or  Saks  Fifth  Ave- 
nue's. A  man's  Missoni  sweater,  nor- 
mally $640,  is  $425.  An  Eagle  oxford 
pinpoint  man's  shirt  is  $35,  not  $46, 
and  a  Ralph  Lauren  man's  suit  is 
$430,  not  $540.  The  store  stocks 
70,000  pairs  of  shoes,  including  men's 
loafers  at  $400  a  pair.  There  are  two 
leased  departments:  furs,  where  a 
Russian  sable  coat  costs  $30,000,  and 
jewelry,  with  a  Piaget  watch  for 
$10,000.  Piagets  and  sable  alike  sell  at 
discounts.  A  similar  policy  could  give 
the  rather  frumpy  Altman's  the  ex- 
citement it  so  badly  needs. 

The  fact  that  Cohoes  offers  a  20% 
discount  doesn't  mean  the  chain 
works  on  skinny  markup — nor  would 
Altman's,  explains  Jerry  Bernstein, 
who  runs  his  own  Seventh  Avenue 
buying  service.  Here's  the  math:  A 
Fifth  Avenue  store  buys  a  $100  Calvin 
Klein  jacket  and  retails  it  at  $200. 
Cohoes  discounts  that  jacket  from  the 
$200  price,  selling  for  $160.  Remem- 
ber, almost  everything  wholesaled  is 
8/10  E.O.M.,  which  means  that  if  a 
bill  is  paid  within  ten  days  of  the  end 
of  the  month,  the  buyer  gets  an  8% 
discount.  Thus,  the  $100  Calvin  Klein 
jacket  actually  costs  Cohoes  $92, 
meaning  a  74%  markup  from  cost. 
Hardly  a  thin  margin. 

Zimmerman  knows  the  tricks.  He 
spent  five  years  as  chairman  of  Feder- 
ated Department  Stores'  Abraham  &. 
Straus  division  before  quitting  in 
1978.  "There  were  too  many  layers  of 
management,"  he  says.  "I  wanted  to 
do  something  on  my  own."  His  part- 
ner, Ben  Ames,  resigned  from  Federat- 
ed as  a  senior  vice  president. 

After  they  took  over  the  single  Co- 
hoes store  outside  Albany,  Zimmer- 
man and  Ames  enlarged  the  mens- 
wear  department  (it  now  contributes 
20%  of  sales)  and  built  three  more 
stores.  The  Albany  and  Connecticut 
stores  run  an  impressive  $500  of  sales 
per  square  foot,  while  the  two  other 
eastern  stores  average  $250  per  square 
foot.  Another  store  is  coming  to  a 
Washington,  D.C.  suburb  next  fall. 

Zimmerman  clearly  feels  the  time 
has  come  to  try  his  ideas  on  a  bigger 
scale.  Altman's  is  more  than  four 
times  bigger  than  the  Cohoes  chain. 
"I've  been  interested  in  them  since 
the  1950s,"  he  says.  ■ 
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Biotechnology  is  on  its  way  to  becoming  a 
great  industry.  But  early  investors  in  bio- 
tech  won  t  get  rich  from  it. 

Dream  delayed, 
dream  denied 


By  Robert  Teitelman 


T|  HE  DREAM  THAT  DROVE  inves- 
tors in  recent  years  to  pour  hun- 
dreds of  millions  into  biotech- 
nology companies  is  troubled  these 
days.  True  enough,  laboratory  experi- 
ments with  recombinant  DNA 
and  monoclonal  antibodies  are 
yielding  new  and  useful  sub- 
stances, from  compounds  to 
help  children  grow,  to  medi- 
cines that  may  cure  or  alleviate 
cancer. 

But  making  scientific  break- 
throughs is  a  long  way  from  get- 
ting profitable  products  to  mar- 
ket, and  investors  are  discour- 
aged. Genentech,  Inc.,  the  San 
Francisco-based  firm,  all  but 
started  the  biotech  boom  when 
investors  stampeded  its  initial 
sale  of  stock  in  October  1980. 
Genentech  sells  above  its  first 
offering,  but  many  of  the  75  or 
so  biotech  companies  that  went 
public  since  are  selling  well  be-, 
low  the  offering  (see  table,  p.  M). 

Even  Genentech,  the  stron- 
gest of  the  biotech  startups,  faces  dif- 
ficulties, although  the  company's  rec- 
ord of  scientific  achievement  is  un- 
matched in  the  field. 

Genentech's  two  founders  are  Her- 
bert Boyer,  Genentech  director  and 
University  of  California  biochemist, 
who  was  one  of  the  pioneers  of  gene- 
splicing  in  the  mid-1970s,  and  Robert 
Swanson,  the  company's  president 
and  chief  executive.  The  company  has 
led  the  industry  in  a  number  of  impor- 
tant areas:  engineering  the  gene  for 
human  insulin  and  developing  tissue- 
type  plasminogen  activator,  or  t-PA, 
an  enzyme  that  dissolves  heart-attack 
blood  clots. 


Staffed  with  over  130  Ph.D.s  among 
its  655  employees,  Genentech  has 
ambitions  to  be  a  truly  big  company. 
"I  don't  think  we'll  be  a  billion-dollar 
company  in  five  years,"  says  Treasur- 
er Shirley  Liu  Clayton,  a  Stanford 
M.B.A.,  "but  we  expect  to  have  sever- 


al hundred  million  dollars  in  revenues 
by  then."  The  great  expectations  are 
founded  on  five  major  projects: 

•  Human  growth  hormone,  which 
has  already  been  submitted  to  the 
Food  &  Drug  Administration  for  ap- 
proval as  a  drug  to  combat  the  10,000 
or  so  cases  of  growth  hormone  defi- 
ciency in  American  children.  Clayton 
estimates  the  initial  market  could  be 
anywhere  from  $20  million  to  $40 
million  a  year. 

•  Gamma  interferon.  Scientists  be- 
lieve this  form  of  interferon  has  anti- 
viral and  anticancer  properties.  But 
they're  still  unsure  exactly  how  it 
works  within  the  body's  immune  sys- 


tem. Currently,  gamma  interferon  is 
well  into  clinical  testing,  the  stage  of 
product  development  that  precedes 
filing  for  FDA  approval.  "If  gamma 
proves  effective  against  a  couple  of 
major  cancers,  it  would  be  a  fantastic 
product,"  says  Clayton.  "I  would  say 
many  millions  of  dollars." 

•  Tumor  necrosis  factors,  a  family 
of  anticancer  compounds  in  preclini- 
cal testing.  The  factors  may  kill  tu- 
mors by  shutting  down  their  blood 
supply.  Clayton  estimates  tumor  ne- 
crosis factors  would  be  worth  hun- 
dreds of  millions  in  revenues. 

•  Bovine  interferon,  a  form  of  inter- 
feron used  against  an  upper  respira- 
tory viral  infection  in  cows.  Granada 
Corp.,  a  private  Texas  feedlot  opera- 
tor, paid  Genentech  $20  million  to  do 
the  research  and  testing. 

•  Tissue-type  plasminogen  activa- 
tor. This  is  Genentech's  big  hope. 
With  1.5  million  heart  attacks  in  the 
U.S.  a  year — approximately  half  the 
victims  die — this  could  be  a  big  seller 
if  and  when  it  gets  approval  at  the 
FDA.  Taylor  estimates  a  market  of 
several  hundred  million  dollars. 

Genentech  has  financed  its 
research  to  date  by  selling  stock 
to  the  public  and  by  doing  con- 
tract research  for  others.  After 
the  initial  offering  in  1980,  a  3- 
for-2  split  in  1983  and  a  number 
of  private  placements,  it  has 
14.5  million  shares  outstanding, 
for  a  market  value  of  $486  mil- 
lion. Genentech  even  has  earn- 
ings: $1.13  million  in  1983  on 
$47  million  in  revenues,  al- 
though much  of  the  profit 
comes  from  interest  on  its  cash 
balances. 

But  from  here  on,  the  road 
gets  harder.  To  get  marketable 
products  from  its  research  will 
demand  three  to  ten  years  and 
hefty  expenditure.  "The  work 
the  biotech  companies  have 
done  so  far  costs  only  one- 
tenth  of  what  it  will  cost  them  to 
get  a  product  to  market,"  says  Da- 
vid Wheat  of  Arthur  D.  Little.  "It 
gets  progressively  more  expensive  as 
you  go  through  scale-up,  regulatory 
approval  and  into  marketing  and 
distribution." 

Some  of  the  projects  undoubtedly 
won't  make  it  beyond  the  research 
stage.  For  those  that  do,  Genentech 
faces  the  further  challenge  of  creating 
a  market  as  well  as  a  product.  Says 
Wheat:  "Genentech,  which  has  never 
marketed  a  product,  will  be  trying  to 
build  a  brand-new  market."  The  esti- 
mated cost  of  bringing,  say,  gamma 
interferon  to  market  could  be  as  much 
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as  $60  million,  if  there  were  no  major 
problems. 

And,  at  least  on  interferon,  Genen- 
tech  already  faces  competition  from 
big  companies — Hoffmann-LaRoche, 
Bristol-Myers  and  G.D.  Searle  are  de- 
veloping gamma  interferon — and  from 
advancing  technology.  Amgen  has  de- 
veloped second-generation  consensus 
interferon  that  may  leapfrog  earlier 
versions,  including  Genentech's. 

Add  it  up,  and  you  get  a  stock  with  a 
current  price  that  discounts  a  great 
deal  that  hasn't  yet  happened.  Says 
Jules  Marx,  managing  director  of 
Whale  Securities  and  editor  of  Med- 
Tech  Advisor,  "If  you  take  a  10%  net 
margin  on  1989  sales  of,  say,  $500 
million,"  and  discount  for  the  cost  of 
capital  over  the  next  five  years,  "you 
would  end  up  with  profits  of  about 
$30  million  in  today's  dollars."  Thus, 
Genentech  is  selling  at  16  times  the 
present  value  of  estimated  1989  earn- 
ings, and  those  earnings  may  or  may 
not  be  achieved. 

On  the  way  to  successful  products, 
moreover,  Genentech  shareholders 
face  a  good  deal  of  potential  equity 
dilution.  The  company  sold  two  re- 
search and  development  partnerships 
(a  third  is  in  the  works);  the  three  will 
bring  in  $120  million  in  off-balance- 
sheet  financing.  Investors  in  the  part- 
nerships will  get  tax  losses  while  the 
proposed  products  are  in  the  red,  and 
royalties  when  and  if  they  become 
profitable.  The  investors  will  also  get 
a  chance  to  exchange  their  partner- 
ship interests  for  either  cash  or  stock. 
The  R&D  partnerships  could  add  at 
least  3  million  shares  to  Genentech — 
a  21%  dilution. 

The  implications  are  obvious.  As 
the  research  and  testing  absorb  more 
cash,  the  likelihood  of  Genentech's 
becoming  a  giant  company,  as  op- 
posed to  a  small  and  highly  regarded 
research  outfit,  grows  more  remote. 
The  Lubrizol  Corp.  (which  recently 
agreed  to  acquire  one  biotech  com- 
pany, Agrigenetics  Corp.)  owns  14% 
of  Genentech's  stock  It's  possible 
that  this  brightest  of  the  biotech  start- 
ups will  ultimately  be  forced  by  cap- 
ital needs  to  become  a  big  company's 
subsidiary. 

If  Genentech  is  a  question  mark, 
what  about  the  lesser  companies  in  the 
field?  Looking  at  the  silver  lining  in 
their  dark  prospects,  Wall  Street  talks 
of  profitable  buyouts.  The  thinking  is 
that  investors  in  biotechnology  com- 
panies will  recoup  something  when 
they  are  bought  out  by  the  drug  and 
chemical  giants.  Will  the  big  compa- 
nies pay  high  premiums  for  companies 
whose  principal  assets — their  scientif- 
ic minds — go  down  in  the  elevator 


Equity  engineering 

Most  biotech  stocks  are  selling  below  initial  prices  but  are  no  bargains.  In 
many  cases,  R&D  partnership  interests  will  dilute  stockholders'  equity. 
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9'/2 

8'/k 

49 

9 

— 

0 

Centocor 

14 

iow 

29 

— 

- 

0 

Collaborative  Research 

11 

5'/4 

36 

— 

— 

0 

Molecular  Genetics 

9 

6'/2 

37 

— 

11 

30 

Hybritech 

11 

15  Vi 

61 

1 

?7 

126 

Biogen 

23 

5'/4 

125 

3 

26 

U 

California  Biotechnology     12 

5'/4 

16 

- 

28 

175 

•Adjusted  for  splits. 

Source:  Wjale  Securities 

every  night?  Maybe,  maybe  not. 
The  trouble  is  that  the  dream  that 
promised  a  payoff  in  biotech  con- 
tained a  flaw  not  present  in  other 
high-tech  fields.  Unlike  entrepreneur- 
ial companies  in  computers  and  semi- 


conductors, the  biotech  startups  had 
no  products.  Payoffs  to  investors 
come  from  profitable  products,  not 
from  basic  research.  The  fledgling  bio- 
tech companies  are  a  long  way  from 
having  such  products.  ■ 


Hollywood  producers,  the  Central  Casting 
cliche  has  it,  are  cigar-chewing  mogul 
types.  But  a  good  many  producers  think  of 
themselves  as  exploited  workers.  And  just 
look  to  whom  they  have  turned  for  help. 


Labor  pains 


By  Alex  Ben  Block 


T|  he  most  recent  additions  to 
the  roster  of  fee-paying  affili- 
ates of  the  1.9  million-member 
International  Brotherhood  of  Team- 
sters are  more  likely  to  be  driving 
Mercedes  than  18-wheelers.  They  are 
members  of  the  Producers  Guild  of 
America,  Inc.,  representing  800  pro- 
ducers of  movies  and  television 
shows.  PGA  members  last  month  vot- 
ed overwhelmingly  to  become  inde- 
pendent affiliates  of  the  Teamsters. 
The  producers  hope  the  threat  of  a 
strike  by  Teamster  drivers  and  others 


will  finally  give  them  enough  clout  to 
force  major  studios  and  TV  produc- 
tion companies  to  come  to  the  bar- 
gaining table,  thus  ending  years  of 
frustrating  indifference. 

The  battle  until  now  has  centered  on 
definition.  Is  a  producer  management 
or  labor?  There  can  be  no  doubt,  the 
PGA  argues,  that  the  vast  majority  of 
producers  are  the  latter.  "The  produc- 
er is  the  individual  hired  to  go  in  and 
manufacture  the  product  for  the  pro- 
duction company,"  says  Charles  B. 
FitzSimons,  60,  a  working  TV  produc- 
er [Goodnight  Beantown,  etc.)  and  ex- 
ecutive director  of  the  PGA.  "Unlike 
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an  actor,  a  director  or  any  of  the  var- 
ious craftsmen  who  work  on  a  movie, 
he  isn't  protected  by  a  guild  contract 
that  specifies  his  hours,  working  con- 
ditions and  screen  credits." 

The  studios,  backed  by  NLRB  rul- 
ings, see  it  differently.  Through  the 
Alliance  of  Motion  Picture  &  Televi- 
sion Producers,  which,  despite  its  ti- 
tle, really  represents  the  major  movie 
studios  and  TV  production  compa- 
nies, management  has  maintained  in 
recent  years  that  it  has  no  obligation 
to  give  producers  the  same  kind  of 
health,  welfare,  pension  and  profit- 
sharing  benefits  they  grant  to  direc- 
tors, writers  and  actors.  J.  Nicholas 
Counter  III,  president  of  the  AMPTP, 
says  a  producer  is  like  an  independent 
contractor  in  any  business  who  nego- 
tiates his  salary  and  terms  before  he 
starts  a  job.  "The  bottom  line," 
Counter  says  flatly,  "is  they've  been 
determined  by  the  NLRB  to  be  man- 
agerial and  supervisory  employees." 

But  FitzSimons  reckons  that  the 
producers  powerful  enough  to  take 
meetings  and  negotiate  rich  deals 
constitute  only  the  top  10%  of  work- 
ing producers.  "A  Steven  [Gremlins] 
Spielberg  can  make  demands,"  says 
FitzSimons.  "Most  producers  aren't 
Spielberg.  They  just  want  to  work,  so 
they  accept  conditions  that  are  less 
than  fair." 

How  much  solidarity  a  Teamster 
driver  working  on  a  movie  and  mak- 
ing, say,  $1,200  a  week  will  feel  for  a 
brother  who  is  producing  the  movie  is 
hard  to  say.  Even  a  little-known  (but 
established)  producer  hired  to  super- 
vise a  show  that  someone  else  con- 
ceived and  financed  can  command 
$5,000  an  episode  for  a  half-hour 
weekly  series,  $50,000  for  a  TV  movie 
that  typically  takes  20  weeks  of  his 
time  and  $100,000  for  a  theatrical  fea- 
ture film.  But  the  work  isn't  steady, 
the  producers  point  out.  A  producer 
might  spend  half  a  year  on  a  movie, 
then  collect  unemployment  benefits 
the  other  half  (seep.  92). 

It  wasn't  always  that  way.  From  the 
age  of  the  silents  through  the  1950s, 
studios  hired  staff  producers  on  con- 
tract, like  actors,  for  use  in  one  pic- 
ture after  another.  When  TV  came  in, 
contracts  went  out.  The  studios  de- 
cided it  was  cheaper  to  hire  talent  for 
each  new  project.  Actors,  directors 
and  writers  had  guilds  to  protect  their 
rights  and  to  negotiate  a  share  of  new 
markets  like  pay-TV,  but  producers 
had  only  personal  clout — such  as  it 
was.  So  it  came  to  pass  that  the  PGA, 
founded  in  1950  as  a  social  club,  be- 
came a  bargaining  unit  in  1966. 

The  PGA's  first  (and  only)  industry- 
wide contract,  signed  in   1968,  was 


The  Teamsters'  DeMoro  and  FitzSimons  of  the  Producers  Guild 
How  much  solidarity  there  will  be  on  the  set  is  hard  to  say. 


thrown  out  by  a  California  court  in 
1974  after  a  group  of  writers  charged  it 
was  a  sweetheart  deal.  Universal  and 
Paramount  signed  contracts  with  the 
PGA  in  1977.  But  when  other  studios 
refused  to  follow  their  lead,  neither 
Universal  nor  Paramount  renewed 
when  their  contracts  ran  out  in  1981. 
As  a  final  twist,  under  IRS  rules,  the 
PGA's  own  health  and  pension  fund 
had  to  be  disbanded — employer  funds 
were  no  longer  being  paid  in — and  all 
monies  previously  chipped  in  divvied 
among  the  members. 

The  PGA  finally  asked  the  National 
Labor  Relations  Board  to  rule  that 
"employee  producers"  were  nonsu- 
pervisory  employees  entitled  to  have 
the  board  compel  management  to  ne- 
gotiate. The  request  backfired.  The 
NLRB  sided  with  the  studios  and 
ruled  in  1983  that  all  producers  and 
associate  producers  were  managers 
and  supervisors.  That  didn't  mean  the 
studios  couldn't  negotiate  with  the 
PGA,  but  it  obviously  took  away 
much  of  the  pressure  to  do  so. 

In  desperation  the  PGA  turned  to 
the  Teamsters,  who  already  repre- 
sented quite  a  few  entertainment  in- 
dustry employees,  including  location 
managers  and  the  drivers  who  trans- 
port everything  from  people  to  props. 
The  NLRB  ruling  that  they  were  su- 
pervisors meant  the  producers 
couldn't  be  full-fledged  voting  Team- 
sters,    only    independent    affiliates. 


Still,  they  pay  the  Teamsters  about  $5 
per  month  per  member,  and  the  union 
has  promised  its  full  support.  Says 
FitzSimons  indignantly:  "We  must 
get  a  pair  of  jackboots  and  jump  on 
them  [the  studios)  until  they  agree  to 
give  us  what  we  deserve."  The  jack- 
boots, of  course,  are  a  metaphor  for  a 
strike  threat. 

If  the  producers  go  on  strike,  says 
Rose  Ann  DeMoro,  who  chairs  the 
professional  division  of  the  Western 
Conference  of  Teamsters,  Teamster 
drivers  and  others  will  not  cross  the 
picket  line,  shutting  down  TV  and 
movie  production.  With  formal  sign- 
ing of  the  Teamster  affiliation  due 
this  month,  a  producers'  strike  could 
come  as  early  as  the  first  quarter  of 
next  year.  A  splendid  show  of  mili- 
tance  would  nicely  suit  the  Team- 
sters, who  are  trying  hard  to  grow  by 
organizing  white-collar  workers. 

The  AMPTP,  of  course,  would  con- 
sider such  action  to  be  an  illegal,  wild- 
cat strike  and  would  take  the  Team- 
sters to  court.  Whatever  the  outcome, 
including  labor  peace,  the  plot  will 
surely  thicken  soon.  "One  thing  a  pro- 
ducer has  to  deal  with  all  the  time  is 
labor,"  says  Dan  Melnick,  who  has 
produced  pictures  like  Footloose  and 
All  That  Jazz  but  is  not  a  PGA  member. 
"If  he's  wearing  that  other  [produc- 
er's] hat,  at  the  very  least  he  is  going 
to  be  suspect  whenever  he  deals  with 
that  union."  ■ 
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A  recent  sampling  of  23  sparkling  brut  wines 
priced  from  $8  to  $24  revealed  that  all  are  good; 
some  are  spectacular.  \    • 

The  best  of  the  lot,  Bolla  Brut  Js  very  light 


and  wonderfully  dry... and  even  better, 
\Jt  costs  only  about  $9." 

-LAWRENCE  EISENBERG 
GQ  MAGAZINE.  JUNE  1984 
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Bolla  Brut 


i  gift  of  Bolla  Brut  in  the  U.S..  call  toll-free  1-800-BE  THERE.  Imported  by  The  Jos.  Garneau  Co..  Louisville.  Ky.  ©  1984.  Conde  Nast  Publications  Inc.  ©  1984. 
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"Going  this  far  to  improve  a  light  bulb? 

GEE!" 


•#;#  • 


(No,  GTE!) 


Everyone  knows  about  the  untethered  space 
walk  during  NASA's  first  Challenger  space  mis- 
sion. But  what  everyone  doesn't  know  is  that 
several  of  our  Sylvania  Metalarc™  lamps  were 
tested  out  in  space  during  that  same  mission. 

Why  did  we  have  to  go  into  outer  space  to 
experiment  with  a  light  bulb? 

To  test  it  in  a  zero-gravity  environment.  You 
see,  gravitational  forces  affect  the  circulation  of 
the  hot  gases  inside  lamp  arc  tubes.  And  data 
collected  on  the  behavior  of  the  lamp  arc  with- 
out the  disturbances  of  these  forces  can  help  us 
design  more  efficient  lamps. 

The  experiment  consisted  of  three  Sylvania 
lamps  installed  in  a  canister  specially  designed 
by  GTE  Laboratories  to  withstand  the  trip  to 
space  and  back.  Also  installed  in  the  module 
were  three  cameras  programmed  to  photograph 
what  happened  to  the  lamps  in  the  gravity-free 
environment. 

Now  that's  what  we  call  going  to  great 
lengths  to  make  a  better  light  bulb. 


As  a  discounter,  Maurice  Segall  did  some 
radical  things — such  as  treating  his  low- 
income  customers  like  human  beings. 

Making  money 
at  the  low  end 
of  the  market 


By  Howard  Rudnitsky 


It's  8:45  Sunday  morning  and 
Maurice  Segall  isn't  reading  the 
newspapers.  He's  already  en- 
grossed in  a  phone  conversation  with 
his  executive  vice  president,  going 
over  the  sales  volume  for  the  week  for 
the  845  stores  that  he  runs  as  chief 
executive  of  the  Zayre  retail  chains. 
When  he's  finished,  Segall,  55,  often 
repairs  to  the  tennis  courts.  His  fellow 
players  can  usually  tell  from  his  game 
how  Zayre  did:  If  well,  he  plays  well; 


if  badly,  his  stroke  is  often  off. 

Segall  is  all  business,  clearly,  some- 
thing of  a  workaholic.  He  had  to  be  to 
take  Framingham,  Mass. -headquar- 
tered Zayre  Corp.  from  deep  trouble 
to  prosperity.  An  economist  by  train- 
ing, a  manager  by  preference,  Segall 
was  hired  away  from  running  the 
American  Express  Card  Division  back 
in  early  1978  by  Zayre  Chairman 
Sumner  Feldberg,  son  of  cofounder 
Morris  Feldberg. 

Profits  at  that  time  were  only  1  %  of 
$1.3  billion  sales.  By  the  end  of  the 

Kiihard  Howard 


Zayre  Corp.  President  Maurice  Segall 

Hard  work,  tough  decisions,  ruthless  execution. 


year,  long-term  debt,  at  $188  million, 
was  nearly  60%  of  capital.  The  Zayre 
discount  stores  were  shabby.  The 
Feldberg  family's  one-third  ownership 
of  Zayre  stock  had  fallen  in  value, 
from  about  $60  million  to  around  $9 
million. 

Today  long-term  debt  is  only  30% 
of  a  much  larger  capital  base,  and  prof- 
its have  climbed  from  $12  million  to 
about  $70  million.  Return  on  equity  is 
18%,  almost  twice  what  it  was.  The 
Feldberg  clan  has  every  reason  to  be 
pleased  with  its  choice  of  Segall:  The 
family's  2.5  million  Zayre  shares  are 
now  worth  close  to  $1 10  million — up 
15-fold  in  value. 

The  turnaround  is  the  more  re- 
markable in  that  Zayre  is  not  where 
conventional  wisdom  says  is  the 
place  to  be.  Zayre  discount  stores  sell 
primarily  to  blue-collar  workers  who 
make  under  $20,000  annually,  mostly 
in  the  East  and  Midwest.  During  the 
years  Segall  was  turning  the  company 
around,  rival  discount  chains  were  go- 
ing under:  Woolco,  Korvettes,  Two 
Guys  and  Mammoth  Mart.  What  did 
Segall  do  that  was  different?  What  I 
was  the  formula  for  his  success? 

Hard  work,  in  part.  Tough  deci- 
sions, ruthlessly  executed.  Clear 
thinking.  Unpromising  operations 
were  shut  and  the  working  capital 
diverted  to  more  promising  ones.  Se- 
gall poured  nearly  $75  million  into 
renovating  and  expanding  Zayre 
stores  and  stocking  them  with  desir- 
able merchandise  such  as  lower- 
priced  sweaters,  jackets,  toys  and: 
housewares.  A  $30  million  electronic 
point-of-sale  network  was  installed. 
In  short,  Zayre's  assets  were  rede- 
ployed in  a  most  efficient  way. 

Segall  decided  that  low-income 
shoppers  would  appreciate  being, 
treated  well,  just  like  high-income 
people.  He  ran  big  advertisements  in 
newspapers  pledging  to  open  a  cash 
register  every  time  the  checkout  line 
grew  to  three  people.  He  kept  his' 
promise.  He  promised  a  10%  discount 
if  an  advertised  item  was  out  of  stock 
and  had  to  be  ordered.  He  kept  that 
promise,  too.  He  realized  that  low- 
income  people  appreciate  attractive 
surroundings  as  much  as  affluent  peo- 
ple do.  Competitors  are  now  copying 
Zayre's  new  department  layouts. 

All  this  is  paying  off  on  the  bottom 
line.  Listen  to  Walter  Loeb,  Morgan 
Stanley's  respected  retail  analyst: 
"Zayre's  gross  profit  margin  per 
square  foot  last  year  came  to  $5.85, 
compared  with  K  mart's  $5.55.  Segall 
should  be  able  to  get  that  up  over  $9 
per  square  foot  in  three  or  four  years. 
That  would  put  Zayre  in  hailing  dis- 
tance   of    Sam    Walton's    Wal-Mart, 
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[rom  a  heritage  of  coachbuilders  to  kings 
Ind  the  sporting  aristocracy  of  Europe, 
iomes  the  most  exclusive  Jaguar  sedan 
!ou  can  own. 


j/~rankly  created  for  the  very  few,  this  is  the  most 
r  luxurious  Jaguar  sedan  you  can  buy.  Vanden  Plas 
as  built  custom  motorcar  bodies  and  interiors  of  refine- 
ment, opulence  and  exclusivity  for  generations.  It  is  in  this 
birit  that  Jaguar  has  created  this  latest  Vanden  Plas. 
;  Based  on  the  classic  Jaguar  XJ6  sedan,  the  Vanden 
Has  shares  the  XJ6's 
jperb  double  overhead- 
am  racebred  six,  its  athlet- 

handling  equipment,  its 
icanny  smoothness  and 
lence  in  motion. 

Inside,  the  Vanden  Plas 
.  fitted  with  soft  leather, 
nd  with  exotic  hand- 
latched  burled  walnut 
anels  set  into  the  dash- 
oard,  console  and  door 
anels.  Its  seats  are  spe- 
ially  designed  as  well, 
idividually  contoured  front 
nd  rear  and  unavailable 
n  other  Jaguars.  Custom 
irow  carpets  have  been 
led  into  passenger  foot- 


wells.  Twin  swivel-based  reading  lamps  illuminate  rear 
passenger  seats.  Convenient  pockets  have  been  set 
into  the  backs  of  the  front  seats  for  the  use  of  rear  pas- 
sengers. On  the  outside  of  the  car,  special  striping  and 
a  discreet  Vanden  Plas  badge  on  the  rear  deck 
announce  this  as  the  most  exclusive  edition  of  the  best 

Jaguar  ever  built. 

Come  drive  the  magnifi- 
cent Vanden  Plas.  Its  plea- 
sures are  many  and  acces- 
sible only  to  a  very  few.  Per- 
haps you  can  be  one  of 
them.  For  the  name  of  the 
Jaguar  dealer  nearest  you, 
call  this  toll-free  number 
today:  (800)  447-4700. 
Jaguar  Cars  Inc.,  Leonia, 
New  Jersey  07605. 

ENJOYTOMORROW. 
BUCKLE  UP  TODAY. 


JAGUAR 

J  A  BLENDING  OF  ART  AND  MACHINE 


A  FEWGOOD  REASONS  TO  BUY  ATHENA  J 


W  PERSONAL  COMPUTER  FROM  CANON. 


Athena  runs  all 
popular  IBM  PC  compatible  software. 

If  you're  in  the  market  for  a  smart,  fast, 
modestly  priced  computer  that's  compatible  with 
the  IBM  PC,  look  no  further.  Canon  has  just 
created  the  ideal  one— the  new  Athena.™ 

Named  for  the  legendary  goddess  of 
knowledge,  we  believe  Canon's  Athena  is  going  to 
create  a  legend  of  its  own.  For  one  thing,  it  can  run 
hundreds  of  programs  designed  for  the  IBM  PC. 
No  modification  is  required.  (Even  the  layout  of  the 
keyboard  is  compatible  with  the  IBM  PC.) 

And  with  its  8086  16-bit  microprocessor, 
memory  board  and  display  adapter,  Athena  can 
run  the  programs  even  faster  than  IBM's  PC. 

Athena  can  expand  as  you  expand. 

Athena  offers  you  five  expansion  slots.  A 
printer  interface,  asynchronous  communication 
port  and  mini  floppy  disk  controller  are  built  in.  So 
only  one  slot  is  taken  up,  with  a  display  adapter. 
That  leaves  four  expansion  slots  to  use  for  optional 
hardware.  And  with  Canon's  memory  expansion 
board,  you  can  increase  the  standard  256K  bytes 
to  an  enormous  5I2K  bytes. 

You  also  have  the  choice  of  either  a 
monochrome  or  color  graphic  display  unit;  each 
with  pedestals  for  easy  adjustment.  And,  when 
you're  ready,  Canon  offers  a  full  line  of  high-quality 
printers  designed  to  meet  any  need. 

Athena  comes  with  Canon  quality 
as  a  standard  feature. 

Perhaps  the  best  feature  Athena  has  to  offer 
can  be  summed  up  in  a  single  word— Canon.  Our 
worldwide  reputation  for  quality  and  dependability 
has  been  earned  in  everything  from  sophisticated 
cameras  to  hard-working  office  machines. 

So  you  know  you're  not  only  getting  a  great 
computer,  you're  getting  a  great  company  to  stand 
behind  it.  How  much  does  all  of  this  cost?  A  lot  less 
than  youd  expect.  For  more  information  about 
Athena,  see  your  local  computer  dealer  or  call 
1-800-323-1717  x325.  (In  Illinois,  1-800-942-8881, 
x325).  Dealer  inquiries  welcome. 

©  1984  Canon  U.S.A.  Inc. 
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Canon  USA,  Inc.,  One  Canon  Plaza,  Lake  Success,  N.Y.  11042. 


.  Nymphenburg  Castle  in  Bavaria  . 


This  hardly  looks 
like  the  hub  of  an  international 
financial  network* 


Bavaria's  historical  sites  and  tra- 
ditional Bavarian  friendliness  are  ap- 
preciated the  world  over.  Yet,  few  are 
aware  of  the  modern,  international  out- 
look of  its  institutions. 

Bayensche  Landesbank,  for  instance, 
is  not  only  one  of  Germany's  top  banks, 
it's  also  one  of  the  country's  most  out- 
ward-looking. Our  global  facilities  in- 
clude branches  in  New  York,  London 
and  Singapore  as  well  as  a  subsidiary 
in  Luxembourg  and  offices  in  Johan- 
nesburg, Toronto  and  Vienna. 

With  a  balance  sheet  total  of  over  DM 
100  billion,  our  resources  are  substantial. 


In  addition  to  our  US  corporate  and 
international  financing  facilities,  our  New 
York  Branch  offers  a  wide  range  of  de- 
posit services: 

•  Certificates  of  deposit  and  time  de- 
posits at  the  New  York  Branch,  its  IBF  and 
our  offshore  Branch  in  Grand  Cayman. 

•  Commercial  paper  rated  A-1+  and  P-1 
by  Standard  &  Poor's  and  Moody's 
respectively. 

•  Our  own  bonds  (one  rated  AAA,  Aaa) 
and  SD  Certificates  as  an  attractive 
investment  for  those  wanting  to  spread 
their  currency  risk. 


X  Bayerische  Landesbank 

International  Banking  with  Bavarian  Drive  and  Friendliness 


Central  Office.  Brienner  Slrasse  20,  8000  Munchen  2.  Telephone  (89)  21 71-01,  Telex:  5286270.  Cables:  Bayernbank  Munich.  Branches:  London,  Tel.  726-6022; 
New  York,  111  East  50th  Street.  New  York.  N.Y.  10022,  Tel.:  (212)  310-9800,  Telex:  WUI  661722  bayland  ny;  Singapore.  Tel :  2  22  69  25  Subsidiary:  Bayerische 
Landesbank  International  S.A.,  Luxembourg,  Tel.  47 5911-1  Representative  Offices  Toronto,  Tel.:  862-8840;  Vienna.  Tel.:  663141,  Johannesburg,  Tel.:  8381613. 


which  generates  over  $10  a  square 
foot,  the  highest  in  the  discount  store 
industry." 

Segall  is  running  deliberately 
counter  to  trendy,  modern  merchan- 
dising that  says  the  upmarket  is  the 
place  to  be.  Segall:  "We  are  one  of  the 
few  large  retailers  still  actively  cater- 
ing to  minorities  and  we've  proved  we 
can  do  it  profitably.  Blacks  and  His- 
panics  constitute  rapidly  growing 
populations,  which  offer  us  a  major 
marketing  opportunity."  At  first,  Se- 
gall, concentrating  on  upgrading, 
opened  only  about  10  new  stores  a 
year.  Now  he's  launching  20  to  25. 

Zayre  isn't  entirely  neglecting  the 
more  affluent  suburban  areas — where 
it  stocks  a  higher  grade  of  merchan- 
dise— but  it  is  not  abandoning  the  less 
affluent  market. 

Upmarket,  Segall  has  high  hopes  for 
a  small,  off-price  family  apparel  retail- 
ing subsidiary,  T.J.  Maxx,  which  had 
only  12  stores  when  he  took  over; 
now  it  has  155  and  is  adding  35  per 
year.  The  Maxx  stores  carry  cut-price, 
brand-name  merchandise — sports- 
wear from  Calvin  Klein,  Gloria  Van- 
derbilt  and  Liz  Claiborne,  children's 
wear,  linens  and  towels.  Maxx  caters 
to  people  who  are  snobby  enough  to 
want  brand  names  but  don't  want  to 
pay  the  full  price  for  them — a  nice 
market.  Despite  intensifying  compe- 


tition among  discounters,  by  the  end 
of  calendar  year  1986,  T.J.  Maxx  alone 
expects  to  ring  up  nearly  $1  billion  in 
sales — only  a  little  less  than  Zayre's 
total  revenues  in  1977. 

Segall  is  still  struggling  with  yet 
another  inherited  retailing  operation, 
originally  a  lower-priced,  junior  ap- 
parel retail  chain  called  Hit  or  Miss — 


"Hit  or  Miss  bought  a  lot  of 
imported  apparel  with  a 
nine-month  lead  time,  and 
they  guessed  wrong.  We 
had  to  take  sizable  mark- 
downs.  I  don't  like 
gambling.  We're  not  in  the 
gambling  business." 


which  was  missing  more  than  hitting. 
Zayre  shut  1 10  out  of  260  stores  and 
shifted  merchandising  emphasis  to 
the  career  woman,  featuring  name- 
brand  sportswear,  ready-to-wear  and 
accessories.  Today  there  are  400  Hit 
or  Miss  stores,  but  markdowns  last 
year,  and  again  this  year,  left  the 
chain  barely  profitable.  Segall  com- 
plains: "Hit  or  Miss  bought  a  lot  of 
imported  apparel  with  a  nine-month 
lead  time,  and  they  guessed  wrong. 
We  had  to  take  sizable  markdowns.  I 
don't  like  gambling.  We're  not  in  the 


gambling  business."  Hit  or  Miss'  boss 
has  departed.  Clearly,  Zayre  has  yet  to 
master  the  fashion  business  as  thor- 
oughly as  the  discount  business. 

Segall  has  undertaken  two  new  re- 
tailing ventures.  One  is  an  off-price, 
women's  apparel  mail-order  catalog 
operation,  Chadwick's  of  Boston,  that 
will  be  slightly  in  the  black  by  year- 
end.  And  recently  he  opened  three 
100,000-square-foot  warehouse  facili- 
ties called  BJ's  Wholesale  Club,  pat- 
terned after  Price  Club  and  Sam's 
Club.  To  run  the  high-volume  BJ's 
Wholesale  Club,  Segall  appointed  a 
computer-management  executive, 
Mervyn  Weich,  rather  than  a  highly 
experienced  merchant. 

With  the  newer  ventures  looking 
promising,  with  Hit  or  Miss  ready  for 
a  turnaround  and  with  his  basic  stores 
still  growing,  Segall  budgets  earnings 
growth  of  better  than  20%  a  year  for 
the  next  five  years.  If  he  achieves  it, 
Zayre  will  be  netting  almost  $8  a 
share  in  1989.  He  also  expects  Zayre's 
revenues  to  be  approaching  $7  billion 
by  then,  more  than  twice  1984's  level. 

At  the  moment  the  goal  looks 
achievable.  A  good  number  of  retail- 
ers recorded  a  downturn  in  the  recent 
October  quarterly  earnings  state- 
ment, but  Zayre  posted  a  smart  28% 
earnings  gain  and  CEO  Segall  expects 
a  record  Christmas  quarter.  ■ 


Capture  the  goose  that  lays  the  golden  egg. 
In  South  Carolina. 

Unique  technical  training  centers, 
abundant  energy,  major  market  access 
and  good  transportation  all  help  South 

I    Carolina  maintain  high  productivity. 
Ours  are  also  among  the  lowest  work 
stoppage  and  business  failure  rates 
in  America. 
Our  goose  that  lays  the  golden  egg 
is  not  only  rare,  but  reliable.  And  her 
eggs  are  solid  gold — not  jus 
promises. 

South  Carolii 
Where  the 
rare  bird 


inves. 


South 
Carolina 


Director,  South  Carolina  State  Development  Board,  ^x 

P.O.  Box 927,  Suite 302C,  Columbia,  S.C.  29202,  (803)  758-3145  TWX 810-666-2628.  sP„ 
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ESCORT 


mdar  warning  Received 


I CITY 


Overwhelm  "Vbi 

With  a  gift  of  early  radar  warning,  elegant  desi 


lhe  perfect  gift  is  more  than  a 
surprise;  it  hits  the  mark.  If  there's  a 
driver  on  your  list,  you  can  give 
ESCORT  or  PASSPORT  with  absolute 
confidence.  Here's  why 

Head  Of  The  Class 

Car  arid  Driver  magazine  rated 
ESCORT  number  one  in  its  most 
recent  test,  calling  it  "...clearly  the 
leader  in  value,  customer  service 
and  performance..." 

In  fact,  in  the  six  years  since 
its  introduction,  ESCORT  has 
become  the  classic  instrument  of 
radar  detection.  Our  policy  of  con- 
tinuous refinement  has  maintained 
its  leading-edge  performance.  And 
the  experts  agree. 

New  Partner 

PASSPORT  is  brand  new.  For 
the  person  on  the  move,  switching 
between  cars  or  using  rentals  in 


distant  cities,  it  provides  ESCORT 
performance  and  features  in  a 
convenient  miniaturized  package. 
You  can  cam-  it  in  your  pocket  like, 
well,  a  passport.  The  magazine 
experts  haven't  tried  it  yet,  but  we 
think  they'll  have  to  search  as  hard 
for  the  superlatives  to  describe  it 
as  we  did  for  the  technology  to 
make  it.  The  SMD  ( Surface  Mounted 


you  a  precise  indication  of  rad 
type  and  range.  In  PASSPORT,  i 
graph  of  eight  Hewlett-Packard* 
LEDs  replaces  the  meter.  This 
allows  the  same  thorough  rada 
report  in  a  pocket-size  package 

Attention  To  Detail 

The  main  point  of  a  radar  i 
warning  device  is  performance! 


Volume  Control  Signal  Strength  Meier         City/ Highway  Switch  Men  Lam- 


PASSPORT  Jits  comfortably  in  a  shirt  pocket. 


PASSPORT 


ESCORT 


Device)  circuitry  that  made 
PASSPORT  possible  is  simply  light 
years  ahead. 

First  Class  Performance 

When  radar  is  out  there,  the 
superheterodyne  circuitry  in  ESCORT 
and  PASSPORT  will  find  it:  over  hills, 
around  curves,  hidden  in  the 
bushes,  anywhere.  But  that's  just 
half  the  story 

Just  as  important  is  the  unique 
way  they  give  you  a  full,  easily 
understood  report  on  the  radar  they 
find.  ESCORT  has  led  the  way  with 
its  variable  pulse  audio  warning, 
analog  meter  and  amber  alert  lamp. 
These  all  work  together  to  give 


the  perfect  gift  brings  somethii 
more:  pride  of  ownership.  Botl 
ESCORT  and  PASSPORT  are  fim 
crafted  instruments  that  look  ril 
at  home  in  a  Porsche,  Mercede 
or  any  car. 

Both  have  precision  alumii 
housings  of  just  the  right  heft, 
finished  in  glare-resistant  black 
Each  has  a  volume  control  as  si- 
as  that  of  a  fine  stereo.  Each  ha 
power-on  indicator  and  a  suite 
to  choose  between  city  and  hi£ 
way  operation.  They  even  have 
photoelectric  sensors  to  adjust 
brightness  to  the  light  level  of  t 
car's  interior.  PASSPORT  adds  ai 


_ 
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Tune  in  "Talkback  with  Jem-  Gahin.' '  America's  new  weekly  call-in 
comedy  talk  show,  Sunday  evenings  on  public  radio  stations. 
Check  local  listings. 

©  1984  Cincinnati  Microwave.  Inc. 


|I  precise  craftsmanship -from  an  exclusive  source 


iSPORT  is  only  % ' '  tall  and  2-K  "  wide. 

3  muting  switch  to  temporarily 
it  the  audio  during  long  radar 
■unters. 

But  all  this  sophistication 
n't  make  them  hard  to  use.  Just 
U  on  dash  top  or  clip  to  the 
isor,  and  plug  into  your  lighter, 
precision  electronics  take  over 
there. 

Apart  From  The  Crowd 

We've  always  felt  that  users  of 
ision  electronics  are  entitled  to 
with  experts.  That's  why  we 
direct  from  our  factory  only. 
e  are  no  middlemen.  When  it 
es  to  customer  satisfaction,  we 
full  responsibility. 
And  while  our  system  of  factory- 
ct  sales  was  not  designed 
ifically  for  gift  givers,  it  does 
some  rather  special  benefits, 
xample,  you  needn't  worry 
it  buying  a  discontinued  model 
n  a  store's  stock.  Your  gift  will 
rr  be  seen  marked  down  in  the 
ount  chains.  More  importantly 
ig  either  ESCORT  or  PASSPORT 
vs  you  were  concerned  enough 


about  quality  to  track  down  the 
only  source.  And  there's  one  more 
advantage. 

Easy  Shopping 

ESCORT  and  PASSPORT  let  you 
do  your  Christmas  shopping  by 
phone  and  avoid  the  retail  hassle. 
No  searching  for  parking.  No  stand- 
ing in  lines.  We're  only  a  toll-free 
call  and  a  parcel  delivery  away 

Most  important  of  all,  ESCORT 
and  PASSPORT  are  guaranteed  to 
please.  Holidays  or  anytime,  take 
the  first  thirty  days  as  a  trial.  If  you're 
not  absolutely  satisfied,  return  your 
purchase  and  we'll  promptly  refund 
your  money  and  your  mailing 
costs.  We  also  back  ESCORT  and 
PASSPORT  with  a  full  one-year 
limited  warranty. 


ESCORT  and  PASSPORT  come  complete 
with  accessories. 

Car  and  Driver  called  us  the 
"class  act"  in  radar  detection.  So 
order  now,  and  let  ESCORT  or 
PASSPORT  overwhelm  your  favorite 
driver. 


Order  Today 

By  Phone:  Call  us  toll  free.  A 
member  of  our  sales  staff  will  be  glad 
to  answer  any  questions  and  take 
your  order,  (Please  have  your  Visa  or 
MasterCard  at  hand  when  you  call). 

TOLL  FREE  800-543-1608 

IN  OHIO  800-582-2696 

(Phone  M-F  8-8,  Sat  9-5:30  EST) 

By  Mail:  We'll  need  to  know  your 
name  and  street  address,  daytime 
phone  number,  and  how  many 
PASSPORTS  and  ESCORTs  you  want. 
Please  enclose  a  check,  money  order, 
or  the  card  number  and  expiration 
date  from  your  Visa  or  MasterCard. 
(Personal  or  company  checks  require 
18  days  processing.) 


PASSPORT 

RADAR-RECEIVER 

PASSPORT  $295  ($16.23  tax  in  OH) 
(Available  November  1,  1984) 
Pocket-Size  Radar  Protection 

ESCORT 


RADAR  WARNING  RECEIVER 


ESCORT  $245  ($13.48  tax  in  OH) 
The  Classic  of  Radar  Warning 

Cincinnati  Microwave 
Department  100-044 
One  Microwave  Plaza 
Cincinnati,  Ohio  45296-0100 


If  Lily-Tulip  had  failed,  its  example  could 
have  sunk  the  LBO  business.  But  then  Kohl- 
berg  Kravis  Roberts  found  Al  Dunlap. 

A  manager  rescues 
the  money  movers 


By  Allan  Sloan 


Albert  Dunlap  at  Lily  plant  in  Augusta,  Ga. 
His  cup  runneth  over. 


Is  the  U.S.  now  a  postindustrial  soci- 
ety in  which  manipulating  money  is 
more  important  than  being  able  to 
manufacture  goods  efficiently  and  sell 
them  at  a  profit?  Reading  the  papers, 
you  might  think  so.  But  the  real  world 
hasn't  changed  quite  as  drastically  as 
many  people  seem  to  think.  All  the 
money-moving  comes  to  naught  un- 
less behind  it  there  are  salesmen  sell- 
ing, machines  moving,  workers  work- 
ing and  managers  managing. 

A  case  in  point  is  Lily-Tulip,  Inc., 
which  looked  like  the  quintessential 
can't-miss  leveraged  buyout  in  Sep- 
tember 1981,  when  Kohlberg  Kravis 
Roberts  &  Co.  assembled  a  group  to 
buy  it  from  Owens-Illinois  for  $150 
million,  plus  the  assumption  of  $30 
million  in  debts.  The  deal  was  heavily 
leveraged.  Out  of  the  $150  million 
purchase  price,  $120  million  was  bor- 
rowed from  banks.  The  bank-borrow- 
ing and  the  assumed  debts  made  for  a 
debt-to-equity  ratio  of  5-to-l.  But 
where  was  the  risk?  Anyone  can  take 
paper  and  wax  and  make  cups,  right? 
Nothing  high-tech  about  that.  And 
Lily  had  loyal  customers  and  a  steady 
record  of  earnings.  That  was  the  opti- 
mistic way,  the  LBO  boys  thought. 

And  then  they  encountered  the  real 
world,  which  is  not  always  the  world 
of  high  finance.  Manufacturing  cups, 
plates  and  labels,  Lily's  major  prod- 
ucts, turned  out  to  be  much  more 
difficult  than  the  Kohlberg  firm's 
number  crunchers  counted  on.  That 
5-to-l  leverage  suddenly  wasn't  look- 
ing so  good. 

The  day  was  saved  by  Albert  Dun- 
lap, a  47-year-old  operations  fanatic. 
Dunlap  is  one  of  those  anonymous 
operations  guys  who  don't  go  in  for 
dealmaking,  high  finance  or  board- 
room coups.  All  Dunlap  can  do  is  run 
things  efficiently. 

Lily  needed  Dunlap  because  KKR, 
smart  as  its  partners  are,  had  miscal- 
culated. KKR's  financial  projections 
showed  that  under  the  most  adverse 
circumstances — 17%  interest  rates 
and  a  recession — Lily,  thanks  to 
steady  earnings  and  lots  of  tax  breaks, 
would  be  able  to  realize  enough  cash 
to  cover  the  payments  on  the  bor- 
rowed $120  million.  What  KKR  had 
not  counted  on  was  that  too  many 
people  involved  in  the  deal  were  con- 
templating their  paper  millions  in- 
stead of  making  paper  cups. 

By  May  1982,  eight  months  after 
the  buyout,  losses  had  cut  Lily's  equi- 
ty a  third  from  the  original  $30  mil- 
lion. Worse,  bank  debt  was  up  to  $135 
million,  total  debt  around  $165  mil- 
lion. The  debt-to-equity  leverage  was 
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Is  it  better  to  give  Wild  Turkey 
or  tg  receive  Wild  Turkey? 
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'  /ou  can  send  a  gift  of  Wild  Turkey  /101  Proof  anywhere*  by  phone  through  Nationwide  Gift  Liquor.  Call  Toll  Free  1-800-CHEER-UP  (Arizona  602-957-4923 > 
ept  where  prohibited.  Major  credit  cards  accepted.  Austin.  Nichols  Discing  Co..  Lawrenceburg,  KY  i  1984. 
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Want  to  see  white  collar  criminals 
caught  red-handed? 


19  METRO  19 

IDENT-B 
I    594370 


Borg-Warner's  Wells  Fargo*  Investigative  Services  provide  specialized  in-house  security  34a    BorgWarner 

against  embezzlement,  industrial  sabotage,  pilferage,  computer  fraud  and  more.  That's  1^ 

today's  Borg-Warner.  Diversified  for  financial  stability.  A  company  worth  watching. 

Watch 
Bora-Warner 

^H  ^V  © 1984  Bora-Warner  Corporation 

For  an  annual  report  write:  Borg-Wamer,  Dept.  50, 200  South  Michigan  Avenue,  Chicago,  Illinois  60604. 


IF  YOU  WANT  THE  BEST 

APPLICATIONS  DEVELOPMENT  TOOL, 

TALK  TO  THE  PEOPLE  WHO  DEVELOP 

THE  BEST  APPLICATIONS. 

Of  all  the  applications  development  tools  ever  designed, 
only  one  has  the  proven  success  of  our  new  Millennium  SDT. 

Because  Millennium  SDT  was  designed  by  McCormack 
&  Dodge,  a  company  with  over  a  decade  of  proven  success 
developing  applications. 

M  &  D  design  teams  have  developed  everything  from 
accounts  payable  to  payroll/personnel  software.  Recently, 
they've  won  industry  acclaim  for  developing  the  only  fam- 
ily of  systems  on  the  market  with  a  genuinely  borderless 
environment.  The  Millennium  series. 

What  made  the  Millennium  series  possible  was  our 
discovery  of  Millennium  SDT,  a  remarkable  tool  based  on 
a  remarkable  truth:  eighty  percent  of  the  functions  in  all 
applications  are,  in  fact,  generic.  Which  means  that  80% 
are  reusable. 

This  discovery  allowed  us  to  vastly  simplify  and  accel- 
erate our  entire  systems  development  process.  Tasks  that 
once  took  months  suddenly  took  days. 

If  Millennium  SDT  revolutionized  our  systems  devel- 
opment process,  think  of  what  it  can  do  for  yours. 

Not  only  will  your  backlog  disappear.  You'll  be  a 
Millennium  ahead. 


START  WITH  THIS  APPLICATION. 


Name  and  Title . 


Company . 
Address  _ 
City 


State . 


Zip. 


IBM  Mainframe  Model . 


WHEN  YOU  THINK  ABOUT  TOMORROW. 
MILLENNIUM  MAKES  SENSE  TODAY. 

McCormack  &  Dodge 

IHn  a  company  of 

|Eil  The  Dun  &  Bradstreet  Corporation 


McCormack  &  Dodge  Corporation,  1225  Worcester  Road,  Natick,  MA  01760 
Sales  and  support  offices  throughout  North  and  South  America,  Europe,  Asia.  Australia  and  Africa.  800-343-0325.  Telex:  710-325-0329 


Focus  on  Hessische  Landesbank  -Girozentrale- 

"Half  of  Germany's  top  10 
banks  are  Frankfurt-based. 
We're  one  of  them." 


Let's  start  with  Frankfurt. 
Why  is  Frankfurt  so  important? 

"Frankfurt  ranks  among 
the  world's  foremost  banking 
and  financial  centers.  150  Ger- 
man banking  institutions 
operate  here,  and  Frankfurt 
has  more  international  banks 
than  any  other  city  in  Conti- 
nental Europe. 

The  Bundesbank  is  head- 
quartered here,  and  the 
Frankfurt  Stock  Exchange  is 
Germany's  largest,  accounting 
for  nearly  half  of  the  stock 
exchange  transactions,  two- 
thirds  of  its  dealings  in 
foreign  shares  and  some  80 
per  cent  of  the  business  in 
foreign  fixed-interest  securi- 
ties. 

Perhaps  less  well-known 
internationally  is  that  Hes- 
sische Landesbank  is  one  of 
Frankfurt's  big  native-born 
banks.  Half  of  Germany's  top 
10  banks  are  Frankfurt-based. 
We're  one  of  them." 

About  the  bank  itself. 

What  are  its  size  and  structure? 

"With  total  assets  of  some 
DM  63  billion,  Hessische 
Landesbank  is  Germany's 
10th  largest  bank,  3rd  among 
Landesbanks.  It  is  a  govern- 
ment-backed regional  bank 
with  its  liabilities  guaranteed 
jointly  by  the  State  of  Hesse 
and  its  Sparkassen  and  Giro 
Association.  We  also  act  as 
banker  to  the  State  of  Hesse 
from  which  our  name  is 
derived,  and  perform  clearing 
functions  for  the  52  local 
Sparkassen." 

What  about  your  service 
facilities? 

"As  a  German  universal 
bank,  our  facilities  cover  the 
full  range  of  commercial  and 
investment  banking  services. 


Internationally,  we  concen- 
trate on  wholesale  banking 
and  medium  to  long-term 
financing. 

Recently  we  have  also  sig- 
nificantly expanded  our 
money  market  operations, 
drawing  on  the  combined 
facilities  of  our  London,  New 
York,  and  Luxembourg  deal- 
ing rooms. 

Moreover,  we  participate 
regularly  in  international 
bond,  note  and  share  issues, 
and  perform  brokerage  func- 
tions for  international  inves- 
tors. Our  membership  of  the 
Frankfurt  Stock  Exchange 
facilitates  dealing  in  quoted 
shares  and  fixed-interest  secu- 
rities." 

And  sources  of  funds? 

"A  large  part  of  our  fund- 
ing is  done  by  issuing  our 
own  bonds  and  SD  Certifi- 
cates (Schuldscheindarlehen). 
The  total  outstanding  is  over 
DM  26  billion.  As  well,  cor- 
porations, governments,  and 
other  institutional  investors 
consider  Hessische  Landes- 
bank a  prime  name  for  large- 
scale  deposits." 

Who  are  the  bank's  main 
clients? 

"As  a  wholesale  bank,  our 
service  facilities  are  tailored 
for  large,  internationally- 
active  corporations,  foreign 
governments,  and  financial 
institutions,  as  well  as  subsidi- 
aries of  international  com- 
panies operating  in  Germany. 


As  bankers  to  the  State  of 
Hesse,  we  support  state-wide 
and  municipal  programs,  and 
work  closely  with  Hesse's 
Sparkassen  and  their  clients, 
for  example  on  the  foreign 
side." 

How  do  you  see  your  position 
developing  internationally? 

"Without  neglecting  our 
home  base  in  Frankfurt,  we 
have  assembled  a  team  of 
banking  professionals  devo- 
ted to  building  a  strong  inter- 
national track  record  based 
on  pragmatic  banking  prin- 
ciples, the  most  modern  tech- 
nical and  support  facilities, 
and  the  highest  standards  of 
client  service.  International 
banking  is  quite  competitive, 
and  banks  that  try  harder  for 
their  clients  and  give  them 
fast,  personal  service  often 
have  the  edge.  This  is  one  of 
our  major  objectives." 

Head  Office 

Junghofstrasse  18-26 

D-6000  Frankfurt/Main 

Tel.:  (069)  132-01,  Tx:  415291-0 

New  York  Branch 

499  Park  Avenue 

New  York,  New  York  10022 

Tel.:  (212)  371 2500,  Tx:  234426 

London  Branch 

8,  Moorgate 

London  EC2R6DD 

Tel.:  01-7264554,  Tx:  887511 

Luxembourg  Subsidiary 

Helaba  Luxembourg 
Hessische  Landesbank 
International  S.A. 
4,  Place  de  Paris 
Tel.:  (52)  4994011, 
Tx:  3  295  hela  lu 


Helaba  Fi 

Hessische  Landesbank  -Girozentrale- 


about  8-to-l,  and  Bankers  Trust  and 
Continental  Illinois,  which  had  fi- 
nanced the  Lily  buyout,  were  consid- 
ering pulling  the  plug. 

Had  they  done  so,  it  would  have 
been  a  terrible  blow  to  the  leveraged- 
buyout  business.  Here  was  a  big  LBO 
arranged  by  the  leading  buyout  firm 
and  involving  a  company  that  makes 
a  product  that  is  a  household  name. 
With  Lily's  demise,  would  Kohlberg 
Kravis  have  been  able  to  raise  a  $1 
billion  blind  pool  in  1983  to  do  mega- 
buyouts?  Would  Metromedia,  Inc. 
have  gotten  $1.3  billion  of  bank  fi- 
nancing for  a  leveraged  buyout  by 
Chairman  John  Kluge?  Not  very  like- 
ly. It  was  important  to  save  Lily. 

Save  it  from  what?  Lily's  problem, 
according  to  Robert  MacDonnell,  a 
KKR  partner,  was  management.  KKR 


Lily  is  a  huge  success  today 
and  is  afar  better  company 
than  it  was  in  1981,  when 
the  buyout  took  place.  The 
original  investors  have  a 
500%  paper  profit  on  their 
shares,  and  Kohlberg 
Kravis  stands  to  make  about 
$40  million. 


left  Lily  in  the  charge  of  the  same 
people  who  had  run  the  company  as  a 
division  of  O-I.  Apparently  these  divi- 
sion managers  were  accustomed  to 
working  in  an  inflationary  environ- 
ment. "If  you're  in  an  inflationary 
world,  you  can  raise  prices  all  the 
time,"  MacDonnell  said,  "but  when 
the  world  changed,  the  strengths  nec- 
essary for  management  were  different 
than  they  were  when  we  bought  the 
company." 

James  Cobb,  who  had  run  Lily  suc- 
cessfully as  an  O-I  division,  was  over- 
whelmed by  the  changes  besetting 
Lily.  In  addition  to  having  to  cope 
with  a  changing  economic  environ- 
ment, Lily  had  troubles  getting  a  new 
plant  in  North  Las  Vegas,  Nev.  to  run 
right.  Instead  of  generating  the  pre- 
dicted profits,  the  plant  lost  $500,000 
a  month.  Plans  to  close  a  moneylosing 
Lily  plant  in  Holmdel,  N.J.  and  move 
its  machines  to  other  Lily  facilities 
bogged  down,  costing  $1  million  a 
month.  As  a  division  of  deep-pockets 
O-I,  Lily  could  have  carried  these 
problems  indefinitely.  For  a  heavily 
leveraged  independent,  the  problems 
verged  on  the  catastrophic. 

So,  instead  of  making  millions  as  an 
employee-owner,  Cobb,  now  a  con- 
sultant based  in  Toledo,  found  him- 
self forced  out  in  early  1983.  "It's  just 
one  of  those  things,"  Cobb  says  philo- 
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REA  CODE 


gi4    223-2720! 


If  you're  looking  to  relocate  or  expand 
your  business,  look  into  the  areas  of  Michi- 
gan, Ohio,  West  Virginia,  Indiana,  Virginia, 
Kentucky,  and  Tennessee  we  serve. 

But  you  don't  have  to  visit  our  service 
area  to  check  out  available  buildings. 
We've  done  the  legwork  for  you. 

Just  call  us. 

We  keep  a  current  list  of  all  industrial 
buildings  for  sale  or  lease.  We'll  tell  you 
about  financing  and  tax  advantages. 
And  we  can  go  over  industrial  a 

rates  and  introduce  you  to  our  full  " 


range  of  customer  services. 

You  can  also  find  out  how  our  network 
of  21  generating  stations,  765-kv  bulk- 
transmission  lines,  and  more  than  100  inter- 
connections make  us  the  strongest  power 
system  in  the  nation.  At  rates  below  the 
national  average. 

Spend  about  five  minutes  on  the 
phone  with  Andy  Lowry,  614-223-2720. 
He'll  tell  you  what  AEP  can  do  for  you. 
Or  write  to  American  Electric  Power, 
k  1  Riverside  Plaza,  Columbus, 
*  Ohio  43216. 


WE'RE  AMERICAN  ELECTRIC  POWER. 

WE'RE  ALSO  APPALACHIAN  POWER,  COLUMBUS  AND  SOUTHERN  OHIO  ELECTRIC, 

INDIANA  &  MICHIGAN  ELECTRIC,  KENTUCKY  POWER,  KINGSPORT  POWER, 

MICHIGAN  POWER,  OHIO  POWER,  AND  WHEELING  POWER. 


IT  ISN'T  ESSENTIAL 

THAT  ONE  EXPERIENCE  OTHER  CARS! 

BEFORE  BUYING  A  SAAB. 

BUT  IT  CAN  BE  VERY  CONVINCING. 


The  road  to  a  Saab  is  littered 
with  the  hulks  of  cars  you 
thought  would  be  just  what  you 
wanted,  but  weren't. 

When  you  wanted  style, 
that's  just  what  you  got.  You  got 
tail  fins,  two-tones  and  flash. 
You  got  mundane  engineering 
clothed  in  futuristic  dazzle.  A 
truck  in  a  tuxedo. 

When  you  wanted  perfor- 
mance, you  went  out  and  bought 
it.  You  bought  twice  as  many 
cylinders  as  necessary.  Twice 
as  many  carburetor  barrels. 
Twice  as  many  exhaust  pipes. 
You  had  to:  you  had  to  move 
around  twice  as  much  weight. 

When  you  wanted  economy 
or  utility,  you  knew  where  to 
get  it.  You  got  it  in  a  plain  brown 
wrapper.  No  frills.  No  unpleas- 
ant surprises.  No  pleasant 
ones,  either. 

Whenever  you  wanted  any 
of  these  things,  you  never  had 
trouble  getting  them  in  a  car. 
The  trouble  was,  you  could  nev- 
er get  them  all  in  the  same  car. 

The  ideal  car 
should  do  everything  well. 

It  probably  isn't  possible  to 
make  the  ideal  car.  For  one 
thing,  especially  in  a  big  car 
company,  it's  often  impossible 
to  get  everybody  to  agree  on 
what  the  ideal  car  is. 

Fortunately,  Saab  is  a  small 
car  company.  And  all  parties 
involved  in  the  creation  of  Saab 
automobiles  have  come  to  the 


general  agreement  that,  for 
their  part,  the  ideal  car  is  one 
that  does  everything  well. 

You  can  tell  how  close  a  car- 
maker has  come  to  making  the 
ideal  car  by  examining  that  car's 
strong  points. 

Paradoxically,  there  really 
shouldn't  be  any. 

In  a  Saab,  for  example, 
you'd  be  pressed  to  point  out  a 
single  feature  that  is  demon- 
strably superior  to  another. 


1985  SAAB  PRICE  LIST* 

9003-door $11,850 

9004-door $12,170 

900S3-door $15,040 

900S4-door $15,510 

Turbo3-door $18,150 

Turbo4-door $18,620 

Automatic  transmission  $400  additional. 


Saabs  are  generally  ac- 
knowledged to  be  fine-handling 
cars.  This  is  the  result  of  front- 
wheel  drive,  rack-and-pinion 
steering,  low-profile  radial  tires 
and  excellent  shock  absorbers. 

Yet  a  Saab's  handling  comple- 
ments, rather  than  overshadows, 
its  performance,  which  is  equally 
impressive.  That  performance, 
in  the  case  of  the  Saab  900 
Turbo,  is  derived  from  the  use 
of  turbocharging,  intercooling, 
16  valves  and  dual-overhead 
camshafts. 

Since  there  is  no  compelling 
reason  why  a  Saab's  perfor- 
mance and  handling  should  not  be 
perfectly  compatible  with  com- 
fort, room  and  utility,  a  Saab  has 
those  things  too. 


Is  the  ideal  car,  then,  one 
that  handles  well,  performs  well 
and  does  many  other  things  well 
besides?  Well,  ask  yourself- 
why  shouldn't  a  car  do  all  this? 

A  Saab  could  never  be 
your  first  car. 

No  one  at  Saab  would  be 
rash  enough  to  claim  they've 
made  the  ideal  car. 

On  the  other  hand,  no  one 
at  Saab  would  disagree  that 
making  the  ideal  car  is  their 
common  goal.  To  understand 
this,  is  to  begin  to  understand 
what  a  Saab  is. 

And  many  car  buyers  have 
begun  to  understand.  Because, 
for  the  past  four  years,  demand 
for  Saabs  has  exceeded  an  ever- 
increasing  supply. 

Every  year,  for  the  past 
four,  an  increasing  number  of 
drivers  have  discovered  that  a 
Saab  is  close  to  their  personal 
ideal  of  what  the  ideal  car  should 
be:  fun  to  drive,  practical,  com- 
fortable and  durable. 

But  it's  doubtful  they  would 
have  ever  recognized  all  these 
Saab  virtues  without  having 
lived  through  other  cars'  short- 
comings.1 

Which  is  why  it's  a  relatively 
safe  assumption  that  a  Saab 
could  never  be  your  first  car. 

Although  it  is  highly  likely  it 
could  be  your  last. 


The  most  intelligent  car  ever  built. 


*  Manufacturer's  suggested  retail  prices.  Not  including  taxes,  license,  freight,  dealer  charges  or  options.  There  are  a  limited  number  of  turbo  models  available  with  Saab's  Exclusive 
Appointments  group,  which  includes:  leather  upholstery,  fog  tights,  and  electric  sunroof,  at  additional  cost. 
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Printing  plates  used  in  cupmaking 
Not  as  easy  as  it  looks. 


sophically.  "You  wouldn't  take  a  mil- 
lion dollars  for  the  experience,  but 
you  wouldn't  do  it  again  for  a  billion." 

To  diagnose  the  problem  and  help 
decide  what  to  do,  KKR  had  hired  L. 
Eugene  Clayton  in  April  1982.  Clay- 
ton, a  blunt,  hard-nosed  veteran  of  a 
dozen  turnarounds  of  manufacturing 
companies,  dealt  with  the  banks  and 
tried  to  stop  Lily's  bleeding.  His  price: 
$1,500  a  day  and  100,000  Lily  shares 
at  $2.50  each,  the  price  KKR's  original 
investors  paid.  His  prescription:  Hire 
Al  Dunlap. 

Dunlap,  unemployed,  was  brooding 
in  his  home  at  Hilton  Head,  S.C.  A 
workaholic,  Dunlap  had  been  in 
charge  of  running  Manville  Corp.'s 
forest  products  operations  but  quit 
shortly  after  Manville  went  into 
Chapter  11  to  escape  the  burden  of 
asbestos-related  lawsuits.  A  West 
Point  graduate,  Dunlap  had  previous- 


ly been  a  senior  vice  president  in 
charge  of  American  Can's  Perfor- 
mance Plastics  Packaging  division 
and  left  when  American  Can  seemed 
to  be  growing  more  interested  in  fi- 
nancial services  than  in  making  tangi- 
ble products. 

Dunlap  is  the  kind  of  person  who 
craves  action.  He  left  the  Army  after 
his  mandatory  three  years  because 
there  weren't  any  wars  to  fight.  He 
wound  up  in  the  paper  business,  start- 
ing as  a  trainee  in  a  factory  and  work- 
ing himself  up. 

Unlike  Jim  Cobb,  Dunlap  had  no 
ties  to  Lily  or  to  any  of  its  employees. 
In  his  first  week  on  the  job,  he  ground- 
ed Lily's  corporate  airplane  ("If  you 
make  money,  you  can  buy  a  plane.  If 
you  can't,  you  fly  commercial,  like 
everyone  else"),  fired  four  vice  presi- 
dents and  decided  to  move  headquar- 
ters out  of  Toledo.  Lily  had  no  fac- 


Paper  profits — and  real  fees 


Even  if  Lily-Tulip  had  gone  un- 
der, taking  shareholders, 
workers  and  managers  with  it,  the 
partners  at  Kohlberg  Kravis  Rob- 
erts &  Co.  would  have  come  out 
all  right. 

KKR  got  $2.5  million  for  arrang- 
ing the  1981  purchase  of  Lily, 
doubtless  more  than  KKR  invested 
in  Lily  shares.  Then,  too,  KKR  col- 
lects annual  "monitoring"  fees 
from  Lily,  which  have  amounted 
to  $775,000  worth  so  far. 

Not  missing  a  trick,  KKR  has 
five  people  on  Lily's  board,  knock- 
ing down  directors'  fees.  These 
were  $15,000  a  year,  but  recently 
were  hiked. 

If  Lily  is  sold  soon,  which  seems 
likely,  KKR  will  reap  more  fees. 


For  starters,  KKR  has  told  Lily's 
board  that  it  expects  to  be  paid  for 
its  part  in  selling  Lily,  a  role  that 
seems  to  consist  primarily  of  hir- 
ing Kidder,  Peabody  &  Co.  to  do 
the  job.  Kohlberg's  probable  fee:  $2 
million  or  so.  Of  course,  Kidder 
will  get  a  few  million  bucks,  too. 

Plus,  KKR  generally  gets  20%  of 
investors'  realized  profits.  KKR  in- 
vestors bought  some  12  million 
shares  in  1981  at  an  average  cost  of 
$2.50.  If,  on  average,  KKR  inves- 
tors take  profits  of  $15  a  share — 
which  seems  reasonable — a  20% 
cut  would  be  $3  times  12  million 
shares,  or  $36  million.  Add  it  all  up 
and  you  have  more  than  $40  mil- 
lion of  fees,  and  that  will  buy  a  lot 
of  paper  cups. — A.S. 


tories  in  Toledo.  It  was  there  only 
because  Owens-Illinois  is  there.  Dun- 
lap got  three  cities  in  which  Lily  had 
plants  to  bid  for  the  headquarters.  The 
winner:  Augusta,  Ga.,  which  offered 
for  rent  a  renovated  downtown  office 
building  at  well  under  $10  a  square 
foot,  parking  included. 

Dunlap  left  his  wife  in  Hilton  Head 
for  several  months  after  becoming 
Lily's  president.  He  lived  in  a  motel 
room.  Having  no  distractions,  he  put 
in  long  hours,  figuring  where  to  cut 
expenses.  He  claims  to  have  cut  $50 
million  a  year  of  fat  out  of  a  $310 
million  company. 

Dunlap  quickly  sold  the  Holmdel 
plant  and  transferred  its  cupmaking 
capacity  to  other  Lily  facilities.  He  got 
the  North  Las  Vegas  plant  straight- 
ened out.  He  cut  out  half  the  head- 
quarters staff'and  26%  of  the  salaried 
employees,  all  without  a  loss  in  out- 
put. He  bought  Lily  out  of  a  contract 
with  O-I  under  which  Lily  had  bought 
some  cups  at  a  price  based  on  O-I's 
costs,  which  were  substantially  high- 
er than  Lily's. 

But  he  did  more  than  cut.  Dunlap 
invigorated  Lily's  marketing  staff,  had 
a  strategic  plan  drawn  up,  increased 
research  and  development  spending, 
fired  the  least  productive  salesmen 
and  eliminated  several  unprofitable 
lines  of  business. 

"It's  really  mundane,  boring  stuff," 
he  says.  "Everyone  wants  to  do  the 
flashy  things,  but  no  one  wants  to  do 
the  hard  work." 

Good  luck  also  helped.  In  early 
1983,  when  Dunlap  took  over,  the 
economic  recovery  was  under  way.  At 
any  rate,  Lily  is  a  huge  success  today, 
a  far  better  company  than  it  was  in 
1981.  The  original  investors  have 
made  a  500%  paper  profit  in  three 
years.  In  the  original  deal,  KKR 
bought  Lily  at  book  value.  In  March, 
Lily  raised  additional  equity,  charging 
the  new  investors  440%  of  book. 

Now  that  Dunlap  and  crew  have 
fixed  Lily,  KKR  seems  about  to  sell  it. 
In  September,  after  the  stock  rose 
sharply  on  heavy  volume,  Lily  an- 
nounced that  it  had  hired  Kidder,  Pea- 
body  &  Co.  to  look  into  selling  the 
company. 

And  what  about  Dunlap,  the  man 
who  saved  the  company?  He  will  do 
pretty  well.  He  owns  400,000  shares, 
bought  for  $2.50  each,  so  he  stands  to 
make  $6  million  before  taxes  if  Lily  is 
sold  for  $17.50  a  share.  That's  peanuts 
compared  with  the  $40  million  in  fees 
KKR  stands  to  make  (see  box).  It's  less 
than  peanuts  compared  with  the  $180 
million  or  so,  pretax,  that  KKR  and  its 
investors  would  make.  But  then  this 
is  the  postindustrial  society.  ■ 
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New  York  City's  economic 
|  development  team  and 
i  other  city  agencies  are 
I  working  with  an  elaborate 
i  set  of  financial  incentives 
i  and  benefits,  a  streamlined 
i  decision-making  structure, 
i  and  a  commitment  from  City 
I  Hall  to  enhance  the  city's 
i  economy. 

By  Harvey  Shapiro 

They  called  it  a  groundbreaking  cere- 
:  mony.  But  actually  New  York  City  Mayor 
!  Edward  Koch,  real  estate  developer 
Larry  Silverstein  and  Alan  Sagner,  chair- 
man of  the  Port  Authority  of  New  York 
and  New  Jersey,  broke  a  champagne 
I  bottle  against  a  steel  caisson  recently  to 
l  celebrate  the  beginning  of  construction 
i  on  Number  Seven  World  Trade  Center. 

This  47-story,  $300  million  office  build- 
i  ing  will  complete  the  vast  World  Trade 
Center  complex,  whose  familiar  twin 
towers  rank  among  the  world's  tallest 
buildings.  Moreover,  the  elaborate  1.8 
million-square-foot  structure  will  incor- 
porate a  number  of  new  technologies, 
including  a  fiber  optic  cable  link  to 
Teleport,  the  $200  million  satellite  com- 
munications center  that  is  being  built  on 
Staten  Island  by  the  Port  Authority, 
Merrill  Lynch  and  others. 

However,  the  commencement  of  work 
on  Number  Seven  also  symbolizes  the 
success  of  New  York  City's  efforts  to 
restore  its  fiscal  health  and  enhance  its 
business  climate.  This  new  building  will 
rise  amid  a  new  spirit,  one  which  is 
vastly  different  from  what  prevailed 
when  the  World  Trade  Center  opened 
initially.  A  decade  ago,  after  all,  New 
York  was  falling  into  a  deep  fiscal  crisis. 
It  became  the  first  of  a  group  of  major 
American  cities  that  were  caught 


between  eroding  economies  and  rising 
expenses. 

Since  the  mid-1970s,  however,  New 
York  City  has  bounded  back  dramati- 
cally. Says  Citibank  Economist  George 
Roniger,  "The  city  has  saved  itself  by 
moving  to  the  forefront  of  the  post-indus- 
trial economy.  Over  the  past  five  years, 
New  York's  economy  has  been  very 
strong.  It  survived  the  last  national  reces- 
sion in  sterling  fashion."  The  city  govern- 
ment has  taken  far-reaching  steps  to 
balance  its  budget  and  create  the  combi- 
nation of  opportunities  and  incentives 
needed  to  expand  the  local  economy 
and  create  new  jobs.  The  results  include 
growing  opportunities  for  both  white- 
collar  and  blue-collar  jobs,  for  service 
and  manufacturing  industries. 

Indeed,  the  government  officials  and 
business  leaders  who  gathered  for  the 
ceremonies  at  Number  Seven  were  sur- 
rounded by  signs  of  a  building  boom  that 
will  add  some  27  million  square  feet  of 
new  office  space  to  Manhattan.  This  new 
space  "will  be  greater  than  the  total 
office  space  in  Houston  or  Dallas  or 
Atlanta  or  a  number  of  other  major  cit- 
ies," says  New  York's  Deputy  Mayor  for 
Finance  and  Economic  Development, 
Kenneth  Upper. 

Lipper,  a  former  partner  at  Lehman 
Brothers  and  Salomon  Brothers,  points 
out  that  the  construction  boom  is  only 
one  of  several  favorable  economic  indi- 
cators in  the  city.  New  York's  per  capita 
income  has  grown  by  more  than  eight 
percent  per  year  since  1977,  he  notes, 
the  second  highest  growth  rate  of  any 
major  city.  "And  even  more  important  for 
the  city,  we've  been  continuing  the  trend 
of  job  increases,"  Lipper  says.  In  the 
year  ending  June  30, 1984,  New  York 
City  employment  jumped  by  nearly 
80,000  jobs.  Moreover,  employment 
increases  were  registered  in  all  five  bor- 
oughs. Not  only  have  service-sector  jobs 
continued  to  increase,  but  manufactur- 
ing employment-which  had  been  declin- 


ing since  World  War  Two-also  showed 
an  increase  of  3,200  jobs  in  the  first  half 
of  1984.  "Overall,  the  city  has  had  a  net 
gain  of  250,000  jobs  over  the  last  five 
years,"  Lipper  adds. 

There  are  signs  of  renewed  vigor  in 
many  of  the  city's  familiar  economic 
activities,  from  banking  and  securities 
trading  to  practicing  law  and  dealing  in 
diamonds.  Tourism  has  become  the 


"New  York  City  will  match  or 
beat  any  reasonable  offer 
from  any  other  state  or 
municipality  in  order  to  help 
your  firm  expand." 

Mayor  Edward  I.  Koch 


city's  second  largest  industry,  with  reve- 
nues doubling  to  $2.2  billion  over  the  last 
decade.  Preston  Robert  Tisch,  chairman 
of  the  New  York  Convention  and  Visitors 
Bureau,  says  the  city  now  attracts  more 
visitors  each  year  than  any  other  city  in 
the  world.  And  new  industries,  like  cable 
television  programming,  are  also  estab- 
lishing themselves  in  New  York. 

The  resurgent  vitality  of  New  York  is 
visible  all  over  Manhattan,  where  con- 
struction cranes  dot  the  streets.  And  it 


A  FORBES  Special  Advertising  Supplement 


is  also  visible  now  in  the  Bronx,  where 
the  first  new  office  building  in  decades 
is  being  developed  and  where  the 
Bathgate  Industrial  Park  is  running  out  of 
space  and  planning  for  expansion.  The 
vitality  is  visible  in  Brooklyn,  too,  where 
new  buildings  are  going  up  in  the  Brook- 
lyn Navy  Yard  industrial  center.  In  addi- 
tion, Mademoiselle  Knitwear,  a  large 
supplier  of  sportswear  to  leading  depart- 
ment store  chains  across  the  country,  is 
developing  new  manufacturing  facilities 
that  will  employ  up  to  1,700  people  on  an 
18-acre  Brooklyn  site.  In  Queens,  com- 
panies are  relocating  both  offices  and 
plants  in  College  Point  and  in  Long 
Island  City.  Finally,  in  Staten  Island, 
there's  not  only  Teleport,  but  also  the 
home-port  facilities  for  both  U.S.  Lines 
and  a  portion  of  the  U.S.  Navy. 

New  York  City  has  not  simply  revived 
in  the  last  decade;  it  has  undergone  a 
dramatic  economic  transformation  from 
an  industrial  economy  to  a  service- 
based  economy,  and  the  dimensions  of 
this  transformation  have  only  recently 
become  fully  understood.  But  Citibank's 
Roniger  says,  "A  good  part  of  the  shift 
that  U.S.  industry  is  going  through  now, 
took  place  earlier  in  New  York  City.  The 
city  has  been  on  the  leading  edge  of 
important  economic  changes." 

New  York  was  once  a  national  manu- 
facturing center,  but  for  the  last  four 
decades  that  has  been  changing.  In 
manufacturing  for  local  and  specialized 
markets  the  city  has  been  holding  its 
own,  but  the  development  of  large-scale 
manufacturing  technologies  has  often 
required  the  kind  of  broad  expanses 
of  space  that  New  York  couldn't  offer 
economically. 

Moreover,  improvements  in  transporta- 
tion and  communications  have  made  it 
feasible  to  move  manufacturing  farther 
from  markets.  It's  an  ongoing  adjust- 
ment process,  and  the  jobs  that  New 
York  lost  to  the  South  and  other  parts  of 
the  U.S.  have  often  moved  on  to  Third 
World  countries  in  a  continuing  search 
for  the  lowest  cost  production  sites. 

But  just  as  New  York  foreshadowed 
the  national  decline  in  manufacturing 
activity  and  employment,  it  has  also 
showed  what  can  replace  it.  The  service 
sector  of  the  New  York  economy  has 
been  undergoing  an  expansion  whose 


dimensions  were  initially  lost  amid  the 
manufacturing  decline.  But  white-collar 
work  in  non-production  industries  has 
grown  dramatically,  and  the  city  has 
been  particularly  strong  in  financial  serv- 
ices, insurance  and  real  estate. 

Since  the  earliest  days  of  the  republic, 
when  men  gathered  under  a  buttonwood 
tree  near  Wall  Street  to  trade  securities, 
the  U.S.  stock  and  bond  markets  have 
been  centered  in  New  York.  That  con- 
centration has  never  flagged;  non-bank 
financial  institutions  now  occupy  ten  per- 
cent of  Manhattan's  office  space,  and 
the  industry  is  expanding. 

Merrill  Lynch  is  not  only  "bullish  on 
America,"  but  it's  also  taking  3.9  million 
square  feet  of  downtown  office  space 
for  a  new  headquarters,  and  within 
ten  years  it  may  be  the  city's  largest 
employer.  It  will  concentrate  its  staff 
within  the  $1.5  billion  World  Financial 
Center,  which  Olympia  &  York  is  building 
on  92  acres  of  landfill.  In  the  same  com- 
plex, American  Express  is  building  a  2.3 
million-square-foot  headquarters  build- 
ing. And  nearby,  another  new  building 
will  house  American  Express'  vast  back- 
office  facilities.  In  midtown,  a  building 
bearing  the  name  of  E.F.  Hutton  &  Co.  is 
rising  near  the  new  headquarters  of  the 
Paine  Webber  Group. 

This  summer,  the  U.S.  Congress 
repealed  the  tax  on  interest  payments  to 
foreign  holders  of  U.S.  debt  securities, 
and  that  is  likely  to  cause  the  New  York 
securities  market  to  capture  a  significant 
portion  of  business  that  had  been  done 
through  offshore  Euro-market  centers. 
"Almost  every  major  securities  firm  has 
recommitted  themselves  to  New  York, 
and  as  each  one  recommits,  it  makes  it 
more  difficult  for  anyone  else  not  to," 
says  Lipper.  Indeed,  there's  no  major 
securities  firm  in  the  world  without  an 
office  here  in  what  Merrill  Lynch  Chair- 
man William  A.  Schreyer  calls  "truly  the 
financial  capital  of  the  world." 

In  banking,  too,  there  have  been 
changes  benefitting  New  York.  The 
deregulation  of  U.S.  financial  services 
has  led  to  an  increasingly  national  scope 
in  banking,  but  the  industry's  center  of 
gravity  clearly  has  been  New  York.  As  a 
result,  the  giant  New  York  banks  now 
find  the  nation's  other  big  banks  estab- 
lishing major  operations  here.  Califor- 


nia's Bank  of  America,  for  example,  now 
has  more  than  3,000  employees  in  New 
York  City  and  a  midtown  building  bearing 
its  name. 

And  it's  not  just  U.S.  banks  that  feel 
they  must  come  to  New  York.  Over  the 
past  dozen  years,  some  300  foreign 
banks  have  also  opened  offices  in  New 
York,  particularly  along  Park  Avenue  in 
midtown.  Some  have  come  to  partici- 
pate in  the  giant  money  market,  where 
dollars  for  the  world's  trading  needs  can 
be  bought  and  sold.  Some  have  come 
to  New  York  to  gain  a  foothold  in 
the  world's  largest  domestic  lending 
market.  And  many  others  have  followed. 
Serge  Bellanger  is  executive  vice  presi- 


"  We  believe  we  have  a  well 
thought-out,  interrelated 
plan  of  taxation,  budgeting, 
and  economic  development 
targeted  to  stimulate  jobs 
and  economic  growth." 

Deputy  Mayor  Kenneth  Lipper 


dent  and  general  manager  of  the  U.S 
operations  of  Credit  Industriel  and  Com- 
mercial, a  French  bank,  and  a  former 
chairman  of  the  Institute  of  Foreign 
Bankers.  He  says,  "New  York  City  has 
achieved  a  critical  mass  in  banking,  and 
banks  which  seek  to  be  world-class  insti- 
tutions must  have  a  presence  here." 

The  insurance  industry  remains  vigor- 
ous in  New  York,  and  the  professional 
services  that  accompany  financial  activi- 
ties are  also.growing.  Law  firms,  for 
example,  have  been  increasing  their  use 
of  office  space  at  an  average  rate  of  20 
percent  per  year  for  the  last  three  years, 
according  to  a  study  by  the  Real  Estate 
Board  of  New  York. 

The  strength  in  familiar  service  indus- 
tries and  the  signs  of  new  ones  reflect  an 
economic  base  for  New  York  anchored 
increasingly  in  non-polluting,  post- 
industrial  activities  aimed  at  the  future. 
Indeed,  the  direction  in  which  the  New 
York  City  economy  is  pointing  is  in  many 
respects  where  the  future  of  the  U.S 


New  York,  Rolex  and  Winning 


We  at  Rolex  have 
crafted  a  corporate 
image  based  on  our 
association  with 
winners.  Over  the 
years  our  ads  have 
featured  men  and 
women  throughout 
the  world  who  have, 
in  their  achieve- 
ments, risen  above 
the  norm. 

All  of  these 
people  have  worn 
our  watch,  and 
have  shared  in 
our  belief  that 
winning  is  an  atti- 
tude long  before  it's 
an  accomplishment. 

Now,  we  have  an  opportunity  to 
praise  a  winner  that  has  set 
standards  for  the  world  to  follow 
|in  tenacity,  spirit,  and  the  deter- 
mined will  to  win. 


Loving  New  York 
is  an  easy  thing; 
loving  a  winner 
always  is.  But  in 
1974,  when  many 
corporations  were 
looking  elsewhere 
we  moved  to  our 
present  U.S.A. 
headquarters  build- 
ing on  5  th  Avenue 
at  53rd  Street.  We 
saw  it  as  a  chance 
to  align  ourselves 
with  a  winner.  And 
at  Rolex,  we  know 
one  when  we  see  one. 

We  intend  to 
stay  in  this  city, 
and  grow  with  it. 
And  we  intend  to  contribute  to  its 
continued  winning  ways.  Because 
we  know  that  loving  New  York  isn't 
always  enough.    . 

fr 

ROLEX 


Write  for  brochure.  Rolex  Watch,  U.S.A.,  Inc.,  Rolex  Building,  665  Fifth  Avenue,  New  York,  N.  Y.  10022-5383. 
World  headquarters  in  Geneva.  Other  offices  in  Canada  and  major  countries  around  the  world. 


Iberia  flies  to  Madrid  from  21  European  cities: 
Amsterdam,  Athens,  Brussels,  Copenhaguen,  Dublin, 
Dusseldorf,  Frankfurt,  Geneva,  Lisbon,  London,  Lyon, 
Manchester,  Marseilles,  Milan,  Munich,  Nice,  Porto,  Paris, 
Rome,  Vienna  and  Zurich. 

Iberia  also  flies  you  to  Barcelona  from  Brussels, 
Amsterdam,  Athens,  Copenhaguen,  Frankfurt,  Geneva, 
Lisbon,  London,  Lyon,  Manchester,  Milan,  Munich,  Nice, 
Paris,  Rome,  Vienna  and  Zurich. 

And  to  Palma  de  Mallorca  from  Brussels,  Amsterdam , 
Geneva,  London,  Lyon,  Marseilles,  Milan,  Nice,  Paris  and 
Rome;  to  Malaga  from  Brussels,  Amsterdam,  Copenhaguen, 
Dublin,  Frankfurt,  Geneva,  London,  Manchester,  Paris  and 
Zurich;  and  to  Santiago  de  Compostela,  in  the  Northwest 
of  Spain,  from  Frankfurt,  Amsterdam,  Geneva,  London, 
Paris  and  Zurich.  That  means  an  average  of  298  flights 
every  week. 

And  if  you  need  to  go  to  other  places  in  Spain,  we 


also  have  flights  from  Brussels,  Amsterdam,  Frankfurt, 
London  and  Paris  to  Alicante;  from  Frankfurt,  London  and 
Paris  to  Valencia;  from  Frankfurt  and  London  to  Sevilla; 
from  London  to  Bilbao,  Las  Palmas,  Tenerife  and  Mahon; 
and  from  Geneva,  Zurich,  London,  Brussels  and  Paris  to  Ibiza. 

And  with  three  classes:  First,  Preference  or  Economy. 
Always  in  comfort.  Always  with  convenient  departures. 

Now  Iberia  makes  more  than  255  stops  daily 
throughout  Europe. 

That's  why,  in  Spain,  we  call  Iberia  the  "Gran  Via". 
And  in  Europe,  the  European  Highway. 

And  both  merge  into  Iberia's  American  Highway 
when  crossing  the  Atlantic. 

Iberia:  Spain's  Highway  to  the  world. 


AIRL/NES  OF  SPAIN 


$4.75  billion  made 


Metropolitan  Life 
in  net  investment 


netinves 


income. 
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In  1§83,  for  the  third  consecutive  year,  Metropolitan 
Life  led  the  industry  in  net  investment  income  in 
our  general  account.  And  in  the  first  nine  months 
of  '84,  Metropolitan  Life's  general  account  net 
investment  income  was  $3.99  billion — an 


increase  of  13.3%  over  the  la  me "period  last  year 
And  no  wonder.  Metropolitan  Life  protects  over 
43  million  people.  And  Metropolitan  Life  provides 
linistrative  service  or  pension 


group  insu 

asset  managementjfor  68  of  the  top  100  among 

Fortune  500  industrial  companies,  j 

— pjjrther  demonstration  of  the  kind  of  record-" 

breaking  performance  that  makes  Metropolitan 

Life  a  leader. 


Metropolitan  Life 

AND  AFFILIATED  COMPANIES 


economy  must  be  found  as  well. 

But  it's  not  happening  by  accident  in 
New  York.  In  recent  years  the  city  has 
sought  vigorously  to  harness  the  eco- 
nomic forces  working  in  its  favor  to 
shape  its  destiny.  To  do  that,  says  Lipper, 
"We  have  a  strategy  which  is  threefold, 
with  all  of  the  elements  going  forward 
at  once."  He  explains:  "First,  we  are 
anchoring  what  we  have  and  making 
certain  it  can  continue  its  growth.  Sec- 
ond, we  are  seeking  to  avoid  becoming 
overly  dependent  on  commercial  sectors 
by  making  certain  to  keep  a  diversified 
blue-collar  base.  And  third,  we  are  seek- 
ing to  develop  the  human  resources 
needed  to  meet  the  needs  of  our  chang- 
ing economy." 

Under  Upper's  direction,  New  York 
City's  economic  development  team  and 
other  city  agencies  are  working  with  an 
elaborate  set  of  financial  incentives  and 
benefits,  a  streamlined  decision-making 
structure,  and  a  commitment  from  City 
Hall  to  enhance  the  city's  economy. 

A  key  objective  is  to  shape  and  chan- 
nel the  growth  of  the  service  sector  so 
that  it  can  reach  its  full  potential.  Thus, 
the  City  Planning  Commission  has  taken 
a  leading  role  in  altering  zoning  require- 
ments and  incentives  to  encourage 
office  development  on  the  West  Side  of 
mid-Manhattan.  This  will  avoid  exces- 
sive congestion  on  the  East  Side  and 
open  up  a  supply  of  new  office  space  to 
ease  the  pressure  on  rents. 

As  part  of  this  effort,  the  city  is  aggres- 
sively seeking  to  revitalize  Times 
Square.  There  are  plans  for  new  office 
towers  and  a  refurbishment  of  several 
theaters.  A  massive  merchandise  mart 
is  also  being  proposed  for  a  nearby  site. 
Moreover,  a  giant  new  convention  center 
is  being  built  on  the  West  Side. 

As  the  strong  growth  of  service-sector 
industries  has  threatened  to  push  up 
office  rents  and  to  push  out  certain 
industries,  the  city  formed  task  forces 
to  help  them  find  affordable  space.  The 
city  government  has  sought  to  help  the 
publishing  industry,  which  has  begun 
to  move  from  midtown  to  lower  Park  and 
Fifth  Avenues  (from  which  many  had 
moved  decades  ago). 

They  are  being  joined  in  these  less 
pricey  quarters  by  several  advertising 
agencies.  Indeed,  Herve  Kevenides,  a 


real  estate  economist  at  Chemical  Bank, 
says,  "All  kinds  of  businesses  are  mov- 
ing south,  to  take  advantage  of  lower 
rents  in  the  valley"-the  low-rise  area 
between  the  skyscrapers  of  Wall  Street 
and  mid-Manhattan. 

In  addition  to  widening  the  boundaries 
of  Manhattan's  office  district,  the  city  is 
also  easing  the  pressure  for  space  by 
channeling  the  growth  of  office  staffs  to 
the  outer  boroughs.  The  public  sector 
has  led  the  way  by  moving  thousands  of 
employees  out  of  Manhattan.  The  city's 
Fire  and  Finance  Department  staff  func- 
tions, for  example,  have  been  relocated 
to  downtown  Brooklyn.  Additionally, 
the  U.S.  Social  Security  Administration 
has  opened  up  a  sizable  office  in  the 
Jamaica  section  of  Queens,  and  a 
number  of  state  employees  are  being 
moved  to  the  Bronx. 

Each  of  these  moves  creates  new 
office  space  into  which  the  private  sector 
may  follow.  And  some  psychological 
barriers  are  being  broken.  Although 
Madison  Avenue  is  synonymous  with 
advertising,  one  agency,  Herman  & 
Rosner  Enterprises,  has  moved  to 
Queens.  Looking  for  lower  rents,  it  hap- 
pened on  the  communications  complex 
being  built  around  the  Kaufman-Astoria 
Studios,  the  original  home  of  what 
became  Paramount  Pictures. 

"It's  going  to  be  the  next  communi- 
cations hub  in  the  U.S.,"  says  Charles 
Rosner,  president  of  Herman  &  Rosner, 
adding,  "This  is  an  opportunity  for  an  ad 
agency  to  get  in  on  the  ground  floor." 
The  studio's  sound  stages  provide  a 
powerful  magnet,  pulling  an  assortment 
of  communications-related  firms  to  fill 
the  adjacent  office  space.  According  to 
Rosner,  "This  is  an  opportunity  to  partici- 
pate in  an  adventure,"  as  well  as  to  save 
money  on  rent  and  be  only  a  few  min- 
utes from  clients  in  mid-Manhattan. 

While  some  firms  have  emulated  Her- 
man &  Rosner  in  finding  new  locations 
on  their  own,  many  businesses  in  New 
York  require  proximity  and  face-to-face 
contact  with  their  competitors  and 
customers.  That's  why  New  York  has  a 
garment  district  and  diamond  district 
and  fur  district  and  a  Wall  Street. 

To  meet  the  space  needs  of  industries 
requiring  proximity,  the  city  has 
responded  in  two  ways.  First,  it  has 


helped  firms  that  have  identified  those 
functions  that  don't  require  this  proximity 
to  find  cheaper  space  for  their  back- 
office  activities.  Thus,  Lipper  worked 
closely  with  American  Express  in  obtain- 
ing a  site  for  its  new  back-office  process- 
ing building,  which  is  slightly  away  from 
the  downtown  financial  center.  Second, 
the  city  has  also  helped  firms  develop 
sites  in  the  outer  boroughs. 

Sometimes  whole  industries  can  work 
together  to  find  a  new  location  that  helps 
all  of  them.  For  example,  New  York  is  a 
national  center  for  interior  design.  It  is 
headquarters  for  hundreds  of  firms 
wholesaling  furniture,  carpeting,  floor 
and  wall  coverings,  and  lighting.  But  the 
industry's  need  for  sizable  showrooms 
and  proximity  has  been  strained  by  com- 
peting office  uses  in  mid-Manhattan. 

The  city  has  worked  to  develop  a  solu- 
tion with  Lazard  Realty  Co.,  an  affiliate  of 
Lazard  Freres,  the  international  banking 
house.  Together  with  the  city's  Public 
Development  Corp.  and  Office  of  Busi- 


Astoria  Motion  Picture  and 
Television  Studios,  Queens 
This  state-of-the-art  film  and  TV 
production  facility  includes  the  largest 
sound  stage  on  the  East  Coast. 


ness  Development,  Lazard  is  developing 
a  $125  million  International  Design 
Center  in  Long  Island  City,  the  part  of 
Queens  just  across  the  East  River  from 
mid-Manhattan. 

The  four  million  square  feet  of  space 
in  the  center  will  enable  the  interior 
design  industry  to  obtain  showroom 
space  at  half  of  Manhattan  prices  and 
provide  buyers  with  one-stop  shopping. 
The  master  plan  for  the  center,  created 
by  I.  M.  Pei,  not  only  includes  show- 
rooms, but  also  exhibition  space  and  a 
rooftop  restaurant. 

While  fostering  and  channeling  the 
growth  of  white-collar  employment,  the 
city  is  also  attempting  to  shore  up  its 
industrial  base  and  maintain  manufac- 
turing jobs.  "We  want  to  make  sure  we 
retain  these  jobs  for  two  reasons,"  Lipper 
says.  "One  is  we  want  to  make  sure  we 
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The  most  important  thing  in  selecting  a  business  site. 

Access. 


In  the  last  two  years,  over  70  busi- 
nesses relocated  to  Brooklyn,  Queens  and 
Staten  Island.  The  single  most  important 
reason  was  the  ready  access  to  growth 
they  found  in  Brooklyn  Union's  New  York. 
Easy  access  to  huge  local  and  regional 
markets.  Access  to  favorable  financing. 
Tax  breaks.  Access  to  affordable  lofts, 
warehousing,  office  space  or  production 
facilities.  Access  to  productive,  competi- 
tively priced  labor.  Transportation.  Energy. 

But  that's  only  the  beginning.  Within 
Brooklyn  Union's  New  York  there  are  over 
54  universities,  colleges  and  technical 
schools.  Services  of  every  description. 
Industrial  parks  that  are  modern  and 


secure.  Affordable  housing  in  good 
neighborhoods.  And  a  community  with  a 
can-do  attitude  that  makes  life  a  lot  easier 
for  business. 

In  Brooklyn  Union  Gas,  you'll  find  a  com- 
pany that's  action  oriented.  We'll  provide 
you  with  access  to  the  business  leaders  in 
our  area.  To  bankers,  government  officials, 
realtors  and  even  potential  customers. 

So  before  you  spend  a  fortune  to 
move  your  business,  spend  some  time  on 
the  telephone  with  us.  Call  Mike  Teatum, 
Director  of  Area  Development,  on  our 
Access-to-Growth  Line  (718)  403-3370.  Or 
write  him  at  195  Montague  St.,  Brooklyn, 

Brooklyn  Union  Gas 


Brooklyn  Union's  NYC.  Your  access  to  growth. 
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Within  25  miles  of 

Liberty's  light  your  future  is 

a  lot  brighter. 


Within  25  miles  of  Lady  Liberty,  there  are 
more  successful  companies  than  any- 
where else  in  the  United  States.  And  it's  no 
accident.  This  25  mile  radius  covers  an 
area  offering  the  finest  labor  pool  in  the 
world,  transportation  facilities  that  are 
second  to  none,  mega  energy  resources 
and  the  strongest  buying  and  selling 
marketplace  in  the  world...  $90  bill  ion  strong. 

When  you  get  down  to  business,  this 
area  is  unsurpassed.  And  for  non-business, 
with  theaters,  shopping,  sports,  education, 
recreation  and  cultural  centers,  it's  the  envy 
of  the  world. 

And  were  making  it  even  better.  Our 
economic  development  projects  are  creating 
new  business  opportunities  on  both  sides 
of  the  Hudson.  Projects  range  from  indus- 
trial parks  in  the  Bronx  and  Elizabeth  to 
a  large  scale  resource  recovery  project  in 
Newark,  to  waterfront  development  in 
Hoboken  and  in  Queens. 

So  if  you're  searching  for  a  place  to  build 
a  new  manufacturing  facility  or  corporate 


office,  discover  the  benefits  of  our  spher 
of  influence.  Simply  contact  The  Port 
Authority  of  New  York  &  New  Jersey. 

We'll  share  the  experience  that  built  th 
finest  airports,  bridges,  tunnels  and  rail- 
road in  the  world,  as  well  as  the  World  Trad 
Center  and  the  world's  first  satellite 
communications  center  and  office  park 
And  we'll  show  you  a  host  of  financial 
advantages  and  inducement  programs  th; 
will  help  make  your  facility  shine  profit- 
ably within  25  miles  of  Liberty's  light. 

For  details,  please  write:  Phil  LaRoccc 
Director  of  Economic  Development,  The 
Port  Authority  of  New  York  &  New  Jerse 
One  World  Trade  Center,  62S,  New  York 
NY  10048.  Or  call:  1-800-221-5468.  In 
New  York:  212-466-8848. 

THE  PORT  AUTHOR rr 


continue  to  have  a  diversified  economic 
base  and  tax  base,  so  we  don't  become 
overly  dependent  on  any  particular 
industry.  The  second  is  we  want  to  have 
blue-collar  jobs  available  for  people  who 
have  blue-collar  skills."  These  jobs,  he 
adds,  "tend  to  be  much  more  likely  to  be 
located  in  the  outer  boroughs,  so  it  helps 
strengthen  their  economies." 

More  than  400,000  New  Yorkers  still 
work  in  the  manufacturing  sector,  and 
the  city  is  attempting  to  assist  manufac- 
turing companies.  New  York  has  always 
offered  manufacturers  access  to  both  a 
vast  local  market  and  to  a  pool  of  highly 
diversified  skills.  The  problems  have 
been  costs  and  space. 

To  deal  with  these,  the  city  has  devel- 
oped a  number  of  industrial  parks.  In  the 
Bronx,  for  example,  the  four-year-old 
Bathgate  Industrial  Park,  developed  in 
cooperation  with  the  Port  Authority  of 
New  York  and  New  Jersey,  has  been 
successful  in  filling  its  space  and  is  now 
studying  means  of  expanding.  Moreover, 
the  Public  Development  Corp.  is  prepar- 
ing a  ten-acre  Mid-Bronx  Industrial  Park 
as  the  borough's  fourth  industrial  park. 
There  is  also  a  450-acre  College  Point 
industrial  and  office  park  in  Queens,  the 
vast  Brooklyn  Navy  Yards  and  an  assort- 
ment of  other  sites  that  have  been 
assembled  to  meet  the  space  needs  of 
industrial  companies. 


42nd  Street/Times  Square 

;  This  project  is  one  of  the  largest  devel- 
opment efforts  ever  undertaken  by  the 
City  of  New  York. 


\    In  addition  to  pinpointing  space  for 
companies,  Upper  says,  "We  have  been 
very  aggressive  in  providing  financial 
;  ncentives  for  firms  that  want  to  relocate 
(within  the  city."  There  are  an  assortment 
!pf  deep-tax  incentives,  extending  out  as 
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long  as  22  years  for  firms  that  expand 
in  the  city.  And  this  year  New  York 
launched  a  four-year,  $40  million  Indus- 
trial Retention  and  Relocation  Program 
designed  to  provide  small  manufactur- 
ers with  sizable  grants,  reimbursement 
of  costs,  and  financing  to  help  them 
move  from  high-rent  areas  to  less  expen- 
sive parts  of  the  city.  In  addition,  the 
city's  Industrial  Development  Agency  is 
prepared  to  finance  manufacturers  who 
want  to  buy  buildings,  and  there  are  an 
assortment  of  other  low-cost  financing 
options. 

While  these  programs  have  helped 
change  the  cost  equation,  so  has  the 
escalation  of  cost  elsewhere.  "The  land 
in  the  suburbs  is  becoming  more  expen- 
sive, costs  have  gone  up,  wages  have 
gone  up,  so  now  the  Bronx  looks  good," 
Lipper  says.  He  adds  that  some  of  those 
who  fled  the  city  for  cheaper  sites  are 
finding  that  "their  success  has  caused 
them  to  put  pressure  on  their  econo- 
mies, and  now  the  forces  that  caused 
them  to  leave  New  York  are  causing 
them  to  take  a  second  look  at  the  city." 

A  major  manufacturing  priority  for 
the  city  has  been  the  garment  industry 
which  employs  some  200,000  people. 
The  city  government,  the  industry  and 
the  International  Ladies  Garment  Work- 
ers Union  have  each  contributed  funds 
to  create  the  Garment  Industry  Develop- 
ment Corporation  to  shore  up  this  vast 
industry.  As  Chemical  Bank's  economist 
Herve  Kevenides  says,  "Assembling 
cheap  garments  is  not  something  New 
York  City  can  do  in  competition  with  the 
Far  East.  But  it  can  be  a  major  fashion 
center."  Upscale,  high  fashion  goods  can 
be  made  economically  in  New  York  and 
sold  in  trendy  stores  whose  customers 
can't  wait  for  goods  to  arrive  on  a  boat 
from  the  Far  East.  "There  is  a  role  for 
New  York  here,"  Kevenides  says,  and 
there's  a  role  for  the  city  also  in  a  num- 
ber of  other  light -manufacturing  indus- 
tries. Some,  such  as  financial  printing, 
serve  local  industries-investment  bank- 
ers and  lawyers  who  may  finish  writing 
a  hundred-page  prospectus  at  midnight 
often  want  fancy  printed  copies  to  dis- 
tribute the  next  morning.  Some  indus- 
tries, such  as  book-binding  or  leather 
work,  capitalize  on  a  concentration  of 
local  skills.  And  others  simply  benefit 


from  being  at  the  hub  of  the  largest  pop- 
ulation center  in  America.  There  are, 
after  all,  a  lot  of  loaves  of  bread  and 
other  items  that  can  be  sold  in  New  York 
and  can't  be  produced  too  far  away. 

New  York  City  may  not  be  the  place 
for  Boeing  to  build  and  test  747's,  Lipper 
says.  But  the  city  has  a  broad  array  of 
attractions  and  cost  is  increasingly 
among  them  for  some  industries,  espe- 
cially since  the  city  is  willing  to  offer  a 
number  of  benefits  to  manufacturing 
firms  that  cast  their  lot  with  the  city. 

New  York  City  is  not  only  working  on 
stimulating  the  demand  for  labor,  but  is 
also  providing  incentive  for  the  supply 
side  of  the  equation.  A  third  element  of 
its  economic  development  program  has 
been  the  enhancement  of  its  human  capi- 
tal. "There  is  a  critical  need  to  bridge  the 
gap  between  the  skills  the  city's  residents 
have  and  the  demands  of  an  increas- 
ingly sophisticated  labor  market  because 
low-skill  entry  level  jobs  are  decreasing 
in  number,"  says  William  J.  Grinker,  presi- 
dent of  Grinker,  Walker  and  Associates, 
a  New  York  consulting  firm  involved  in 
training  and  employment  programs. 

The  key  is  education.  And  the  city  is 
making  a  major  commitment  to  its 
schools.  It  has  funded  all-day  kindergar- 
tens and  taken  other  steps  to  improve 
the  overall  quality  of  city  schools.  More- 
over, $100  million  of  computer  equip- 
ment will  be  installed  in  all  high  schools 
so  that,  according  to  Lipper,  "Every  child 
will  have  computer  literacy  training 
before  he  or  she  graduates,"  Lipper 
says.  New  York  is  making  a  particular 
effort  to  link  schools  to  the  needs  of 
employers.  The  city  has  a  $300  million 
program  to  rehabilitate  all  of  its  voca- 
tional high  schools.  And  such  steps  as 
replacing  typewriters  with  word  proces- 
sors are  increasing  the  relevance  of 
vocational  training  programs.  "This  sort 
of  thing  not  only  helps  the  students  get 
along  in  the  job  market,"  Grinker  says, 
"it  also  helps  employers." 

The  city  already  has  a  very  diverse 
network  of  vocational  training  schools 
and  specialized  institutions  of  higher 
education  with  interests  ranging  from 
aviation  to  fashion  to  culinary  arts.  And 
in  1986,  a  new  High  School  of  Finance 
will  open  to  prepare  young  people  for 
jobs  in  the  expanding  financial  services 


No  Annuity  Policyholder 
Should  Ever  Lose  Sleep... 

Over  An  Insurance  Company 
Domiciled  in  New  York. 


For  the  simple  reason, 
"no  policyholder  of  a 
domestic  life  insurance 
company  has  ever  lost 
a  penny  because  the 
company  couldn't  meet  its 
obligations."  * 

The  American  Interna- 
tional Life  Assurance  Com- 
pany of  New  York  (AILife) 
thought  you  would  find 
this  quote,  from  the  Con- 
sumers Shopping  Guide 
published  by  the  Gover- 
nor's Office  and  State 
Insurance  Department,  a 
comforting  thought  in 
these  times  of  economic 
uncertainty 

Even  more  comforting 
is  the  fact  that  New  York's 
strict  insurance  regulations 
promote  this  stability  By 
law.  To  make  sure  that  life 
insurance  companies,    , 
licensed  to  do  business  in 
New  York,  can  fulfill  the 
obligations  of  the  policies 
they  sell. 

*  Consumers  Shopping  Guide  for 
Life  Insurance,  pg.  16.  Published 
by  the  Office  of  the  Governor  and 
Superintendent  of  Insurance, 
New  York. 

AILifes  Annuities 

AILife  is  proud  to  be 
able  to  say  we  have  con- 
sistently delivered  the 
interest  rates  promised 
when  a  client  purchases  an 


AILifes  New  York  headquarters  and  world  headquarters  of  AIG 
70  Pine  Street,  New  York.  NY.  10270 


Am 


American  International  Life  Assurance 
Company  of  New  York 
Annuity  Advertising,  2nd  Floor 
72  Wall  Street.  New  York.  NY  10270 


Please  rush  me  more  information  about  AILifes  competitive 
interest  rates  and  tax-deferred  Annuities 

Name 


Company 

Address  _ 

City 

Z,P   .     _ 


Telephone 

Please  check  one     '  Formyself 
lam  an  insurance  broker    ]  I  am  a  stock  broker 


Once  Again  The  Answer  Is  AIG.  i 


annuity  from  us.  In  addi- 
tion to  AILife's  highly  com- 
petitive interest  rates .  .  . 
tax-deferred  cash  accumu- 
lation .  .  .  guaranteed 
income  provisions.  .  . 
planned  retirement  bene- 
fits .  .  .  and  proven  invest- 
ment skills,  AILife  offers  a 
variety  of  attractive 
Annuity  plans. 

New  York  Domiciled 
and  Rated  "A" 

AILife  is  a  New  York 
domiciled  life  insurance 
company  rated  "A"  (Excel- 
lent) in  operating  perform- 
ance and  financial  position 
by  the  A.M.  Best  Company 
an  independent  insurance 
rating  service.  AILife  is  also 
a  member  of  one  of  the 
foremost  insurance  orga- 
nizations in  the  world,  the 
American  International 
Group  (AIG),  operating  in 
over  1 30  countries 
worldwide. 

For  More  Information 

For  more  information 
about  AILife's  competitive 
interest  rates  and  tax- 
deferred  Annuity  pro- 
grams, please  return 
the  coupon. 


ailife 

A  Member  Company  of 
American  International  Group 


CONSTELLATION 
MANHATTAN 


You're  looking  at  the  Omega  Manhattan.  The  finest  Swiss  quartz 
chronometer  money  can  buy. 

Water  resistant  to  100  feet.  In  stainless  steel, 

stainless  steel  and  14K  gold,  18K  gold,  18K  gold  and  diamonds. 

It's  just  one  of  the  styles  in  our  Constellation  Manhattan  collection. 

Available  in  men's  and  women's  sizes,  only  at  the  most  exclusive  jewelers.  From  $995. 

For  the  name  of  your  nearest  dealer,  write  Omega  Watch  Corporation, 
Omega  Building,  301  East  57th  Street,  New  York,  New  York  10022. 


"Information  about  money  is  becoming 
almost  as  important  as  money  itself. 
That's  why  we  developed  CitiBanking. 


From  The  Citi  of  Tomorrow ...Citil  tanking  today. 

How  much  to  invest?  Where  to  invest?  When  to 
invest?  The  right  information  at  the  right  time  can 
make  a  crucial  difference  to  your  company.  The 
difference  between  investment  success  and  failure, 
profit  and  loss. 

GitiBanking  gives  you  that  information.  Accurately, 
reliably,  electronically.  In  seconds,  you  can  get  current 
money  market  rates.  Up-to-the-minute  foreign  ex- 
change summaries  and  exposure  analyses.  Gash  avail- 
ability analyses.  And  more.  All  with  remarkable  ease. 

Only  GitiBanking  gives  you  real-time  access  to 
your  accounts  in  over  33  countries-for  information 
and  transactions. 

CitiBanking  gives  you  unmatched  security,  too. 
Because  you  communicate  with  Citibank  offices 
around  the  world  through  our  own  private  financial 
telecommunications  network. 

To  find  out  how  your  company  can  benefit  from 
the  world's  most  advanced  electronically  delivered 
financial  services,  call  your  local  Citibank  Account 
Manager.  You'll  get  the  services  you  need  to  make  the 
most  of  your  company's  money,  day  after  day. 


i 1  ci  rnmc 

WLLLUI  il 


m  rue  rirr 

IU    II  IL    LI  1 1 

CITIBANKOCITICORP' 

GLOBAL  ELECTRONIC  BANKING 


©  1984  Citibank.  N.A.  Member  FDIC. 


■H^B- 


ndustry.  The  school  is  being  financed 
/vith  $25  million  from  the  city  and  sub- 
stantial donations  from  Wall  Street. 
The  need  to  provide  training  and 
assistance  in  meeting  the  increasingly 
sophisticated  demands  of  the  job  market 
emains  critical  because  of  the  continu- 
ng  flow  of  immigrants  to  New  York's 
■pelting  pot.  Changes  in  immigration 
aws  in  the  1960s  have  brought  an  ener- 
getic rush  of  people  from  new  places. 
\s  a  result,  Chinatown's  population  is 
jp  from  27,000  in  1960  to  about  150,000 
oday.  Thousands  of  Koreans  have 
locked  to  the  city.  Enough  Russian  Jews 
nave  settled  in  the  Brighton  Beach  sec- 
ion  of  Brooklyn  that  the  neighborhood 
iias  been  nicknamed  "Little  Odessa." 
\nd  there  are  growing  numbers  of 
arrivals  from  Greece,  Yugoslavia  and 
he  Indian  subcontinent. 


'The  big  picture  is  that  of  a 

very  vital  economy." 

;3eorge  P.  Roniger,  Economist, 
Oiticorp 


The  city  is  assimilating  these  new- 
comers as  it  has  done  for  generations. 
\nd  it  is  a  benefit  more  than  a  burden, 
.ipper  says:  "It's  terrific;  New  York  is  get- 
ing  the  best  of  these  people.  I  feel  sorry 
or  the  places  they're  leaving  because 
hese  are  people  with  education  and 
skills,  with  an  entrepreneurial  perspec- 
ive  and  outlook,  and  a  willingness  to 
ivork."  Economist  Roniger  agrees: 
They've  been  a  positive  factor  in  New 
fbrk-a  lot  of  these  people  have  not  only 
ound  jobs,  they've  been  creating  jobs. 
And  they've  revitalized  a  number  of 
sections  of  the  city." 


Emigrant  Chinese  entrepreneurs,  for 
example,  have  created  more  than  50 
companies  employing  more  than  20,000 
people  in  unionized  needle-trades  jobs 
in  the  city.  And  Korean  entrepreneurs 
are  revitalizing  produce  distribution  in 
New  York  and  launching  a  variety  of 
other  retail  businesses.  It's  a  pattern  that 
New  York  has  made  familiar  for  a  hun- 
dred years  and  it  continues  to  revitalize 
the  economy. 

The  city  government  is  taking  impor- 
tant steps  to  lay  the  foundations  for  the 
city's  new  economic  role.  And  it  is  able  to 
exert  an  important  impact  because  it  has 
put  its  own  financial  house  in  order.  The 
chilling  effects  of  New  York's  financial 
crisis  led  the  city  to  alter  many  of  its  tax 
and  accounting  policies.  These  days, 
Upper  says,  "The  city  follows  a  very  rig- 
orous financial  policy.  We've  adopted 
GAAP  (generally  accepted  accounting 
principles)  accounting;  we  have  a  bal- 
anced budget,  and  we  have  very  good 
fiscal  controls."  Because  the  city  has 
been  so  successful  in  its  turnaround, 
he  adds,  "its  credit  is  better,  and  its 
securities  are  investment  grade,  so  it 
can  borrow  for  capital  improvements  on 
better  terms  and  in  larger  amounts,  and 
as  a  result  it  can  do  more." 

New  York  is  committed  to  a  $41  billion 
infrastructure  program,  which  over  the 
next  ten  years  "will  restore  the  integrity 
of  our  physical  plant,"  Lipper  says.  The 
funds  will  be  used  to  rebuild  streets  and 
highways,  replace  hundreds  of  miles  of 
water  and  sewer  pipes,  and  refurbish 
schools  and  parks.  The  city's  massive 
subway  system,  after  years  of  deferred 
maintenance,  is  now  modernizing  its 
rolling  stock  and  rebuilding  its  tracks  and 
stations.  And  looking  well  into  the  future, 
a  third  New  York  City  water  tunnel  is 
being  burrowed  800  feet  below  ground 
level.  It  will  ensure  the  adequacy  of  the 
city's  water  supply  well  into  the  next 
century. 

While  New  York's  financial  turnaround 
has  meant  more  money  to  improve 
schools  and  enhance  other  city  services, 
the  city  has  also  "engaged  in  tax  con- 
trol." Lipper  says:  "We've  cut  taxes  or 
kept  them  at  a  steady  level,  and  we've 
tried  to  get  rid  of  onerous  taxes  which 
are  counterproductive."  Recently,  for 
example,  the  city  proposed  a  revision 


of  its  bank  tax,  lowering  nominal  rates 
while  closing  loopholes.  Similarly,  it  has 
implemented  a  new  system  of  assessing 
buildings  for  real  estate  tax  purposes, 
which  ensures  a  more  accurate  reflec- 
tion of  marketplace  realities. 

In  its  taxes  and  incentives,  indeed, 
in  all  of  its  economic  development  pro- 
grams, Lipper  says,  "We  want  to  create 
predictable  programs.  We  want  to  get 
away  from  discretion  as  much  as  possi- 
ble so  we  have  no  need  for  bureaucratic 
intervention."  Thus,  there  has  been  an 
increase  in  programs  in  which  those  who 
meet  objective  criteria  automatically 
qualify  for  benefits  without  prolonged 
negotiations.  And  the  City  Planning 
Department  has  moved  to  increase  the 
role  of  "as  of  right"  development  in 
which  those  whose  plans  meet  general 
requirements  can  proceed  without  elab- 
orate reviews  of  their  individual  projects. 


Staten  Island  Corporate  Park 

and  Teleport 

This  777-acre  site  is  targeted  for  both 
commercial  and  industrial  develop- 
ment, as  well  as  a  series  of  nature  pre- 
serves. Its  new  Teleport  will  become 
the  world's  first  combined  satellite  com- 
munications center  and  office  park. 


Overall,  Lipper  says,  "We  believe  we 
have  a  well  thought-out,  interrelated  plan 
of  taxation,  budgeting,  and  economic 
development  targeted  to  stimulate  jobs 
and  economic  growth."  The  program 
works  throughout  the  massive  city's  five 
boroughs,  affecting  current  and  pro- 
spective businesses  in  a  variety  of  ways, 
and  influencing  a  variety  of  individual 
decisions.  But  the  cumulative  effects 
enhance  the  growing  attractiveness  of 
New  York  City  as  a  place  to  do  business. 

Because  of  the  city's  broad  array  of 
industries  and  enterprises,  of  workers 
and  worksites,  it's  often  hard  to  see  the 
economic  forest  for  the  trees.  But  Roni- 
ger of  Citibank  says,  "The  big  picture  is 
that  of  a  very  vital  economy."  □ 

Harvey  Shapiro  is  a  New  York-based 
writer  and  consultant. 

Design:  DeMartino/Schultz  Inc. 


If  Equitable  weren't 

a  big  part  of  New\brk, 

a  big  part  of  New  York 

wouldn't  be  there. 


Equitable  s  commitment  to 
New  York  stretches  over  125  years 
and  four  home  offices.  Now  we  have 
more  than  $2  billion  invested  in  real 
estate  equity  and  mortgages  in  the 
city.  And  the  new  Equitable  Tower 
under  construction  at  52nd  and 
Seventh  Avenue  is  our  latest  con- 
tribution to  our  favorite  skyline. 

Like  the  city  itself,  we  keep 
changing,  growing  and  getting  better. 
And  although  Equitable  has  helped 
build  a  big  part  of  New  York, 
New  York's  had  an  even  bigger  part 
in  making  us  successful. 
l.SOLOW  BUILDING.  The  grace- 
fully curved,  57-story  tower  at 
9  West  57th  Street. 
2.1285  AVENUE  OF  THE 
AMERICAS.  Equitable's  cur- 
rent home  office.  Designed  by 
Skidmore,  0 wings  and  Merrill 


3.  SHERATON  CENTRE  HOTEL 
A  50-floor  hotel  at  52nd  and 
Seventh  Avenue.  One  of  the 
city's  busiest  convention  centers 

4.  TRUMP  TOWER.  The  spectac- 
ular 68-floor  residential-retail- 
office  skyscraper  at  57th  and 
Fifth  Avenue. 

5.  CORNING  GLASS  BUILDING. 
26  stories  of  metal  and  glass 

at  56th  Street  and  Fifth  Avenue. 

6.  TIME-LIFE  BUILDING. 
47  stories  of  prime  midtown 
office  space  completed  in  1959. 

7.  EQUITABLE  TOWER.  Our 
new  headquarters  under  con- 
struction. A  54-story  granite  / 
limestone  /glass  tower  topped 
with  a  three-story  atrium. 


8. 500  PARK  AVENUE.  A 
40-story  luxury  residential  con- 
dominium-office tower. 

9.110  WILLIAM  STREET.  An 
aluminum  and  glass  office  build- 
ing in  the  Wall  Street  area. 

10.  VISTA  INTERNATIONAL 
HOTEL.  Adjacent  to  the  World 
Trade  Center.  22  stories  with 
825  luxury  rooms  serving  down- 
town Manhattan. 

11 .  ONE  NEW  YORK  PLAZA. 

2. 2  million  square  feet  of  office 
space  in  the  heart  of  the  finan- 
cial district. 

Live  the  good  life. 

theFQUITABLE 

*■       Financial  Services 
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Numbers  Game 


Why  should  people  have  to  wait  until  the 
end  of  a  quarter  or  of  a  year  to  find  out 
what  is  happening  to  their  investments? 

Toward  a  more 
perfect  market 


By  Geoffrey  Smith 


T|  here's  a  small  concrete  hip- 
popotamus glaring  belligerent- 
ly at  all  comers  from  the  dean's 
desk  at  Columbia  Business  School. 
Dean  John  C.  (Sandy)  Burton,  former 
activist  chief  accountant  of  the  Secu- 
rities &  Exchange  Commission  and 
occasional  scourge  of  the  ac- 
counting profession,  says  he 
bought  the  hippopotamus  be- 
cause it  looks  peaceful,  not  be- 
cause he  was  always  up  to  his 
neck  in  controversy. 

But  he  always  seems  to  be, 
nevertheless.  On  a  recent  visit 
to  the  Morningside  Heights 
campus,  we  found  Burton  play- 
ing hippopotamus  with  gusto. 

He  began  by  predicting  that  in 
10  to  15  years  corporate  finan- 
cial statements  will  be  sup- 
planted by  a  steady  flow  of  com- 
puter-generated information. 
Under  the  present  system,  in- 
vestors and  analysts  generally 
must  wait  until  the  end  of  a 
quarter  for  earnings  informa- 
tion, and  frequently  to  the  end 
of  a  year  for  crucial  balance-sheet  in- 
formation. This  existing  system  re- 
flects pre-computer-era  difficulties  in 
gathering  data,  Burton  says.  It  took  so 
long  and  cost  so  much  back  then  that 
everyone  settled  for  one  common  for- 
mat. But,  today,  generating  informa- 
tion is  no  problem,  so  the  best  method 
is  to  present  the  information  to  us- 
ers— institutional  analysts,  mainly — 
via  computer,  as  often  as  they  wish 
and  in  as  many  formats  as  possible. 

In  short,  he  thinks,  investors 
shouldn't  have  to  wait  until  July  to 
learn  about  a  sales  or  earnings  slip- 


page that  may  have  begun  in  April. 
Burton:  Now  I'm  not  talking  about  the 
SEC's  EDGAR  system,  which  is  just 
an  electronic  copy  of  traditional  fi- 
nancial statements.  I'm  talking  about 
continuous  database  accounting. 

Wfjat  you  are  really  talking  about  is  a 
revolution  for  auditors. 


Chas  B  Sladtman 


Burton.  Look,  in  1974,  18%  of  our 
graduating  class  went  into  public  ac- 
counting. Last  year  it  was  2.1%.  Ei- 
ther auditing  is  going  to  become 
strictly  a  commodity  where  you'll  be 
selling  your  opinions  at  the  cheapest 
price  because  you'll  be  driven  to  it,  or 
auditors  are  going  to  see  their  role 
expansively  as  part  of  a  continuum. 

You  know,  I  once  asked  an  auditor 
what  he  thought  the  output  of  his 
services  was.  "Our  certificate,"  he  re- 
plied. I  said,  "Anything  else?"  He 
said,  "No,  that's  what  you're  paying 


for."  Well,  if  that's  true,  then  there's  a 
social  waste.  There  are  a  lot  of  pre- 
sumably intelligent  people  pawing 
around  in  the  records  who  aren't  be- 
ing utilized. 

Wouldn't  database  accounting  mean 
companies  would  have  to  reveal  competi- 
tii  >ely  sensitive  information? 
Burton:  Blocking  competitively  sensi- 
tive data  is  certainly  technologically 
feasible.  The  SEC  might  specify  what 
sort  of  information  must  be  in  the 
database  and  what  might  be  exempted 
for  competitive  reasons. 

You  would  have  hundreds  of  different 
disclosure  patterns. 

Burton:  Well,  sure,  you  would  have  to 
have  some  standardization.  But  there 
are  a  limited  number  of  formats  in  the 
journal-ledger  software  packages  out 
now.  It  wouldn't  be  an  overwhelming 
problem  to  specify  certain  character- 
istics that  the  databases  of  public 
companies  would  have  to  follow. 

Is  there  a  pressing  need  for  this  sweep- 
ing change? 

Burton.  The  majority  of  the  trading 
volume  now  is  institutional, 
and  I  think  something  needs  to 
be  done  to  prevent  the  enor- 
mous pressure  for  short-run  in- 
stability that  it  causes  in  the 
marketplace.  Watch  what  hap- 
pens when  there  are  small  quar- 
terly earnings  differences  re- 
ported. In  this  competitive  mar- 
ketplace, all  the  institutions 
run  in  one  direction  or  in  the 
other.  There's  too  much  empha- 
sis on  quarterly  and  annual  re- 
ports that  are  based  on  the 
length  of  time  it  takes  the  earth 
to  circle  the  sun.  Quarterly  re- 
porting causes  instability  in  the 
market. 

Part  of  that  goes  back  to 
ERISA  and  the  definition  of  a 
fiduciary's  responsibilities.  I 
think  it's  fair  to  say  that  that  was  one 
of  the  most  considered  and  least 
thought-through  pieces  of  legislation 
ever  seen.  Its  administration  is  splin- 
tered between  the  Labor  Department 
and  the  Internal  Revenue  Service. 
They  put  a  whole  new  raft  of  responsi- 
bilities on  fund  managers  that  affects 
people's  willingness  to  take  risks.  It 
created  a  new  breed  of  pension  fund 
evaluators  who  make  corporations 
switch  in  and  out  of  funds. 

I  think  a  steady  stream  of  informa- 
tion from  the  corporation  to  the  ana- 
lyst— at  the  call  of  the  analyst,  basi- 
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We  don't  buy  just  any  seats.  We  design 
them. 

GM  begins  with  detailed  studies 
of  the  human  body.  Biomedical  research. 
The  kind  of  comprehensive  investigation 
of  anatomy  da  Vinci  undertook  in  the 
1500s. 

As  a  leader  in  the  field  of  Human  Factors 
Engineering,  we  design  interiors  scientifically 
to  minimize  the  possible  distractions  from  your 
driving. 

It  may  take  us  two  years  and  countless 
clay  models  to  arrive  at  a  more  comfortable, 


durable  seat  for  new  GM  cars  and  trucks. 
But  we  think  it's  worth  it. 

And  we  believe  old  Leonardo  would  have 
thought  so,  too. 

We  believe  in  taking  the  extra  time,  giving 
the  extra  effort  and  paying  attention  to  every 
detail.  That's  what  it  takes  to  provide  the 
quality  that  leads  more  people  to 
buy  GM  cars  and  trucks  than  any 
other  kind.  And  why  GM  owners 
are  the  most  loyal  on  the  road. 

That's  the  GM  commitment 
to  excellence. 


Chevrolet  •  Pontiac  •  Olclsmubile  •  Buick  •  Cadillac  •  c> 


mardo  da  Vinci  gave 
a  great  idea  for  bucket  sea 


r 


Nobody  sweats  the  details  like  GM. 
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Numbers  Game 


cally — would  dampen  much  of  this 
short-term  pressure.  Then  the  ana- 
lysts wouldn't  all  be  leaping  to  deal 
with  quarterly  news  but  would  in- 
stead be  monitoring  the  information 
continuously. 

A  company  that  experiences  a  sub- 
stantial decline  in  sales  volume,  for 
example.  That  doesn't  happen  over- 
night. That  happens  gradually  over  a 
quarter  or  over  six  months.  With  a 
continuous  information  flow,  the  an- 
alyst would  pick  it  up  sooner,  and  the 
news  wouldn't  be  as  terrifying  when 
he  picked  it  up. 

All  this  could  help  make  security  mar- 
kets more  efficient — lucky  or  unlucky 
guessing  about  the  next  quarter  would 
play  a  smaller  part.  It  could  also  give  a 
nice  edge  to  home  computer  users. 

"Public  watchdog" 

Continuous  auditing — an  account- 
ing moving  picture  instead  of  the 
old  accounting  snapshot.  Is  it  the 
wave  of  the  future?  Yes,  says  Coopers 
&.  Lybrand  Chairman  Peter  Scanlon: 
"Continuous  auditing  [or  what  Sandy 
Burton  calls  'database  accounting']  is 
no  more  than  five  years  away  for  a  lot 


of  our  corporate  clients,  at  least  for 
internal  reporting  purposes.  The  next 
step  is  to  link  our  computers  to  client 
computers  using  our  software  to  ana- 
lyze continuously,  sample  and  test 
the  correct  functioning  of  our  clients' 
systems.  For  us  it  is  a  tremendous 
opportunity." 

Coopers  may  have  a  head  start  here. 
Ten  years  ago  it  was  asked  to  audit 
the  revenues  from  billions  of  calls  on 
the  Bell  System.  To  do  the  job,  Coo- 
pers devised  its  own  auditing  soft- 
ware; today  it  has  perhaps  the  largest 
software  library  in  the  profession. 

Would  continuous  computerized 
auditing  help  prevent  such  out-of-the- 
blue  catastrophes  as  Continental  Illi- 
nois? Yes,  says  Scanlon,  because  it 
would  make  possible  more  analysis 
and  less  rote  rule  following.  "I  don't 
know  the  nitty-gritty  of  it,  but  a  com- 
pany that  gets  a  clean  audit  opinion 
and  then  goes  down  the  drain  almost 
immediately  after.  ...  I  think  it's  val- 
id to  ask  what's  the  point  of  having  an 
auditor?  If  you're  dealing  with  a  finan- 
cial institution  that  perhaps  has  very 
heavy  commitments  in  one  industry 
and  does  not  have  a  balanced  portfo- 
lio— that  should  tell  you  something." 

Indeed,  society  may  come  to  hold 
auditors  more  and  more  responsible 
for  turning  up  such  potential  trouble. 
For  example,  the  U.S.  Supreme  Court, 


in  a  decision  last  spring  involving 
CPA  firm  Arthur  Young,  threw  out 
the  accountant-client  privilege  de- 
fense because  auditors  had  a  higher 
duty  as  "public  watchdogs."  It  looked 
to  many  as  if  the  Court  were  trying  to 
stiffen  independence  standards  for  the 
profession. 

Says  Scanlon:  "While  I  don't  like 
the  phrase  'public  watchdogs'  because 
it  implies  an  adversarial  relationship 
with  our  clients  that  isn't  accurate,  I 
think  the  Court's  opinion  simply 
codifies  something  a  lot  of  us  have  felt 
for  a  long  time.  The  profession  should 
be  heading  in  this  direction.  Now  if 
there  is  felt  to  be  a  deficiency  in  an 
audit,  I  think  the  Court's  opinion  will 
offer  a  standard  as  to  how  far  auditors 
should  have  gone." 

In  the  Continental  Illinois  case, 
might  that  mean  that  the  auditors 
should  be  expected  to  use  more  than 
normal  care,  given  the  previous,  well- 
publicized  Penn  Square  problems? 
Scanlon:  "I  think  that  conclusion  will 
be  drawn  based  on  the  Court's  deci- 
sion. And  I  think  that's  healthy." 

Won't  a  greater  watchdog  role  mean 
losing  clients?  "It  may  bring  you  to 
the  point  of  identifying  risks  to  cli- 
ents, which  may  make  some  people 
uncomfortable,"  Scanlon  says.  "But 
I'd  rather  get  it  to  that  point  then, 
than  labor  over  a  lawsuit  later." — G.S. 
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Of  die  world's  great  resort.,  there  is  but  one  rhat — in  the  quality  pi  its  heritage,  precision  ol  it.s  service,  perfection  ol  its  cuisine,  and 
]<  ill.  .i  of  it.s  amenities— is  truly  noble'  The  Boca  Raton  Hotel  and  Club  \  /ndcistandably,  we  are  a  Mobil  hive-Star.  AAA  hive-Diamond  -resort. 
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Value  is  a 
Household  Word 
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One  place  you'll  find  Househ< 
International  is  at  family 
birthday  parties.  Our  176  Vbns 
supermarkets,  based  in 
southern  California,  feature 
a  wide  variety  of  high-quality 
merchandise,  including  freshly 
made  cakes  from  in-store 
bakeries.  Busy  shoppers  value 
Vons'  one-stop  convenience 
and  have  made  the  chain  a 
leader  in  its  markets,  with  over 
$2  billion  in  annual  sales. 

From  the  check-out  line  to  the 
bottom  line,  to  its  customers 
and  shareholders  alike, 
Household  delivers  real  value. 
Our  total  1983  sales  reached 
a  record  $7.9  billion.  We're 
a  major  force  in  four  vital  busi- 
nesses-financial services, 
merchandising,  manufacturing, 
and  transportation -and  the 
68th  largest  corporation  in 
the  United  States.  Every  year, 
our  diversified  operations 
serve  eight  out  of  ten  American 
families.  Our  ideas  are  fresh. 


Financial  Services 
Merchandising 
Manufacturing 
Transportation 


The  Up  &  Comers 


Skyway  Systems  is  in  high  gear  with  just-in- 
time  trucking.  That  sounds  trendy.  But  it's 
mostly  common  sense. 

From  rags 
to  RAMs 


By  Roger  Neal 


Yu.    J^<*k 


James  Watson,  president  of  Skyway  Systems 
"About  50%  of  what  we  do  is  information. 


At  its  Fremont,  Calif,  plant,  Apple 
Computer  builds  Macintoshes  the 
Japanese  way:  with  akanban,  or  "just- 
in-time,"  inventory  delivery  system. 
But  Apple  would  be  hard-pressed  to 
orchestrate  its  suppliers'  deliveries 
the  way  Toyota,  say,  does  in  Japan. 
Cultural  differences,  labor  unions  and 
the  sheer  size  of  the  U.S.  make  that 
impossible.  Instead,  Apple — and  divi- 
sions of  Motorola,  Hewlett-Packard 
and  several  other  high-tech  manufac- 
turers— rely  on  a  tiny  trucker  and  air- 
freight forwarder  called  Skyway  Sys- 
tems, Inc.  to  help  approximate  the 
Japanese  parts  flow. 

Skyway  is  a  privately  held  company 
situated  in  Santa  Cruz,  near  Silicon 
Valley.  Most  truckers  work  for  suppli- 
ers, but  Skyway  works  for  the  parts 
buyers  it  serves.  The  difference  pays. 
This  year,  barring  a  slowdown  at  elec- 
tronics firms  that  could  trim 
Skyway's  growth,  revenues  should 
grow  over  30%,  to  something  like  $15 
million,  with  margins  running  about 
10% — compared  with  half  that  per- 
centage for  the  industry. 

Skyway's  founders,  President  James 
Watson  and  Executive  Vice  President 
Robert  Baker,  learned  the  fundamen- 
tals of  just-in-time  transportation  not 
through  the  glamour  of  high  tech  but 
in  the  no-nonsense  garment  trade.  "If 
the  purple  cloth  wasn't  in  and  cut 
before  the  Macy's  ad  ran,  it  wasn't 
just-in-time,  it  was  too  late,"  says 
Watson,  37,  who  flew  rescue  helicop- 
ters in  Vietnam  before  selling  IBM 
computers  to  the  trucking  industry. 

Watson  and  Baker,  a  15-year  trans- 
portation industry  veteran,  started  by 
offering  the  ragmen  a  cheaper  two-day 
version  of  Federal  Express'  overnight 
airfreight.  Though  two-day  airfreight 
is  now  standard,  few  took  to  Baker's 
idea  back  in  1977. 

The  fledgling  company  discovered  a 
selling  point  stronger  than  price 
alone.  Locating  deliveries  en  route 
was  just  as  important  to  its  custom- 
ers. A  late  shipment  in  the  garment 
industry  can  mean  missing  an  entire 
season.  When  a  manufacturer  ordered 
buttons  or  fabric  to  make  a  shirt,  the 
supplier  traditionally  selected  the 
shipper,  even  though  the  manufactur- 
er was  footing  the  bill.  That  made  it 
easy  for  suppliers  to  say,  "The  buttons 
are  on  the  way"  while  they  were  still 
on  the  loading  dock. 

Skyway's     solution    was     simple. 
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Watson  and  Baker  sold  themselves  to 
manufacturers  as  inbound  carriers. 
Anything  the  shirtmaker  bought  was 
shipped  through  Skyway.  To  check  on 
an  order,  the  customer  simply  called 
Skyway's  centralized,  toll-free 
number. 

Serving  the  garment  industry  was  a 
tough  way  to  make  a  living.  "They 
would  demand  the  best  service,  the 
best  information,  and  then  they 
wouldn't  pay  the  bill,"  says  Watson. 
"Every  time  the  mail  came,  Bob 
would  find  one  bankruptcy  for  every 
three  checks." 

The  breakthrough  came  in  1978 
when  Motorola,  in  the  middle  of  a 
semiconductor  slump  and  looking  to 
cut  inventory  cost,  put  its  airfreight 
service  contract  up  for  bids.  Motorola, 
like  most  big  firms,  bought  supplies 
on  a  freight-on-board  basis.  That  gives 
the  customer  title  to  goods  as  they 
leave  the  dock  and  thus  the  choice  of 
shipper.  Still,  Motorola  didn't  want  to 
be  in  the  transportation  business. 
Skyway,  by  then  specializing  in  in- 
bound freight,  won  the  contract. 

Today  Watson  and  Baker  serve  a  lot 
of  electronics  companies.  Many  cus- 
tomers keep  on-line  printers  wired  to 
Skyway's  computer.  That  way  they 
get  daily  reports  on  deliveries  and 
warnings  about  late  shipments. 
Skyway  tracks  orders  nationwide, 
from  a  supplier's  shipping  dock  to  the 
client's  doorstep. 

"About  50%  of  what  we  do  is  trans- 
portation and  50%  is  information," 
explains  Watson.  "If  a  truck  is  late 
ibecause  of  a  snowstorm,  sometimes 


just  knowing  that  it  happened  is 
enough.  It's  not  good  news.  But  there 
aren't  40  people  sitting  there  saying, 
'What  are  we  going  to  do  today?'." 

Skyway's  computerized  reports  are 
designed  in-house  by  Baker  and  a  staff 
of  programmers  required  periodically 
to  ride  on  trucks  and  work  on  docks, 
and  they  don't  cost  extra.  Skyway  also 
guarantees  prospective  clients  that 
shipping  charges  will  not  exceed  ex- 
isting levels. 

To  meet  that  promise,  Watson  and 
Baker  keep  their  own  costs  down  with 
a  simple  hub-and-spoke  operation.  Six 
hubs  in  five  states — Massachusetts, 
Connecticut,  New  Jersey,  California 
and  Texas — handle  local  pickups  and 
deliveries.  Skyway,  nonunion 
throughout  its  system,  routes  re- 
quests for  service  through  its  Santa 
Cruz  home  office.  Lead  driver  Ernie 
Luft,  51,  who  worked  18  years  as  a 
Teamster,  explains  that  Skyway  pays 
a  lower  wage  but  offers  attractive 
benefits.  Watson  and  Baker,  for  in- 
stance, hand  out  20%  of  net  profits  to 
all  employees  in  equal  shares  each 
quarter.  Last  September  Luft's  check 
was  $700. 

Despite  the  enthusiasm  that  a 
trendy  just-in-time  trucking  outfit 
might  generate  in  the  new-issues 
market,  don't  expect  Skyway  to  go 
public.  Watson  and  Baker,  who  to- 
gether own  65%  of  the  business,  have 
thus  far  avoided  outside  financing  and 
want  to  keep  things  that  way.  Says 
Watson,  "At  40  and  37,  Bob  and  I 
don't  see  the  biological  time  clock 
saying,  'Cash  in.'  "  ■ 


Kike  a  lot  of  good  ideas,  Martin  Levine's  new  medium 
for  campus  messages  started  out  as  something  else. 


Signs  of  the  times 


an  unusual  electronic  billboard.  Intro- 
duced only  a  year  ago,  the  unit  is  on 
325  campuses  and  has  attracted  sever- 
al major  advertisers. 

Like  a  lot  of  good  ideas,  this  one 
started  out  as  something  else.  Martin 
Levine,  GSI's  37-year-old  founder 
was  ready  to  invest  in  a  big  project 
two  years  ago.  His  business  was  doing 
well,  selling  ad  space  in  a  college  cal- 
endar and  offering  related  marketing 
services.  To  expand,  Levine  longed  to 


By  Robert  McGough 


College  marketing  got  a  bad  name 
in  1970  when  National  Student 
Vlarketing  Corp.  collapsed  in  a  heap 
bf  accounting  fakery.  But  these  days 
he  field  is  growing,  and  new  ideas  are 
in  important  reason. 

A  small  New  Jersey  firm  called 
Guaranteed  Sales,  Inc.  is  one  of  the 
|)ioneers.  It  has  annual  sales  of  over  $6 
nillion  and  is  getting  good  marks  for 
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Why  go  halfway 

around  the  world 

to  find 

a  masterpiece, 

when  you  can 

acquire  one  right 

around  the  corner. 


TanquerayGin.      , 
A  singular  experience. 

100%  GRAIN  NEUTRAL  SPIRITS.  94.6  PROOF, 
IMPORTED  BY  SOMERSET  IMPORTERS,  LTD.,  N.Y,  B  1981 


A  mosaic  in  the  Hall  of  the  Great  Emperors. 
Thousands  of  marble  chips  tell  a  timeless  story 
of  life  in  the  Byzantine  period. 
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These  silicon  chips  can  tell  thousands 

of  stories  simultaneously.  NorthernTelecom  uses  them  to  bring 

computers  and  telecommunications  together. 


%*~ 


1  an  artist  makes  a  mosaic  with  chips  of  marble  and  glass,  his  design  transforms  them;  they  become  a  picture 
■<  nnmunicates.  At  Northern  Telecom  we  designed  these  tiny  integrated  circuits  to  change  communications  itself, 
rthern  Telecom  is  a  world  leader  in  digital  telecommunications  technology,  integrating  voice  and  data.  Silicon 
.  called  filter  codecs  (coder-decoders)  are  the  heart  of  a  digital  telecommunications  system.  They  translate  voice, 
and  images  into  digital  signals— the  way  computers  communicate. 

1978.  Northern  Telecom  invented  the  first  single-chip  filter-codec.  In  1981,  almost  two  million  filter-codecs  later,  we 
"( >gged  our  outi  technology  with  our  E-99  chips.  They  perform  all  the  functions  of  our  first  filter  codec,  plus  those 
>ther  chip  of  similar  complexity  and  more  than  30  additional  electronic 
•nents.  They  even  turn  themselves  off  when  they're  not  being  used.  ^ 

r  digital  telecommunications  systems  save  money  by  saving  space, 
anient  costs,  and  power. 

prital  transmission  is  fast,  accurate  and  economical. 
':  the  world's  telephone  systems  convert  to  this  cost-effective  and 
fie  new  technology,  a  global  network  of  simultaneous  voice  and  data  R* fifrth* '  information  wnte. 

iimi^h^o  ;„  ^J    Ju     ~., ^^^^  Northern  Telecom  Inc.,  Public  Relations  Debt.,      . 

lUmcatlonS  IS  gradually  emerging.  259  Cumberland  Bend,  Nashville,  TN  37228. 

■  I  re  putting  the  pieces  together.  Or  call  (6i5>  256-5900,  Ext.  4264. 
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Guaranteed  Sales'  Martin  Levitie  and  one  of  his  billboards 

The  last  thing  college  students  needed  was  something  else  to  read. 


U'.bm  Kinniiinlh 


Ideas 


start  a  magazine  for  college  women. 
But  a  little  research  convinced  him  to 
look  elsewhere:  With  career-oriented 
students  working  more  and  hitting 
the  books  harder,  the  last  thing  they 
needed  was  something  else  to  read. 

They  did  want  to  know  what  was 
happening  on  campus.  So  Levine  de- 
cided to  create  posters  with  space  for 
college  events  and  advertising.  But  af- 
ter an  ego-bruising  companywide 
meeting  he  rejected  the  poster  con- 
cept as  too  similar  to  a  competitive 
product  from  13-30  Corp.  of  Knox- 
ville.  "That  hurt,"  Levine  recalls. 

At  the  drawing  board  again,  Levine 
got  excited  about  a  4-by-3'/2-foot  elec- 
tronic billboard.  On  one  section,  stu- 
dents see  a  monthly  calendar  of 
events,  chosen  by  the  college  and  de- 
signed at  a  GSI  typesetting  facility. 
There  is  also  a  moving  electronic  dis- 
play, which  looks  like  a  stock  ticker 
and  offers  more  current  information. 

Advertising  fills  the  rest  of  the 
space.  IBM  proffers  the  PCjr  for  the 
studious.  General  Foods  sells  gourmet 
coffee  for  the  all-nighter.  Other  spon- 
sors include  Jhirmack  shampoo,  TDK 


tapes  and  the  U.S.  Navy. 

The  billboards  are  usually  installed 
in  the  Student  Union  and  other  cen- 
tral locations.  Each  costs  about 
$3,500  to  build,  install,  maintain  and 
operate  for  the  first  year.  If,  as  Levine 
claims,  he  collects  $3.5  million  to  $4 
million  in  advertisng  revenues  in 
1984,  he  is  only  breaking  even  his  first 
year.  But  the  cost  of  making  the  bill- 
boards is  now  written  off,  leaving 
room  for  a  lot  of  future  profit  if  adver- 


tisers stay  interested.  Levine  can  af- 
ford to  look  beyond  this  year's  earn- 
ings because  he  owns  GSI  himself  and 
has  no  plan  to  bring  it  public. 

Instead,  he  wants  to  move  off  cam- 
pus. The  Navy  has  installed  GSI's  bill- 
boards in  75  of  its  PXs  to  sell  goods 
and  promote  reenlistments.  GSI 
wants  to  sell  units  to  corporations  for 
their  own  internal  use.  If,  like  13-30, 
GSI  can  survive  off  campus,  that  may 
be  the  greatest  growth  area  of  all. 


"We  don't  have  to  be  Coke  or  Pepsi  to  make  a  nice 
living, "  says  the  man  behind  Sweet'n  Low  soda  pop. 

New  markets  for  an  old 
brand  name 


cheap.  Manney,  who  in  1966  founded 
a  successful  media-buying  firm,  is  in 
the  soft  drink  business  two  years  now 
with  an  unusual  strategy. 

He  realized  that  the  market  for  diet 
soda  was  growing  fast.  For  example, 
24%  from  1982  to  1983,  vs.  4.5%  for 
all  soft  drinks.  He  also  saw  the  26- 


By  Janet  Bamford 


Put  a  product  with  a  well-known 
name  into  an  expanding  market 
and  you  can't  miss — unless  you  spend 
too  much  money  doing  so.  Richard 
Manney  figured  out  what  he  thinks  is 
a  no-lose  system  for  doing  it  on  the 
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How  to  design  a  more 
efficient  flexible 
compensation  plan. 

Draw  on  Peat  Marwick's 
unequalled  tax  experience 
and  our  computer  systems 
and  human  resources 
expertise. 

The  future  of  compensation  is  to  be  flexible. 
The  benefits  to  employees  are  obvious.  Re- 
cently, however,  questions  have  arisen  about 
the  tax  implications  of  some  programs. 

The  question  is  this:  Can  a  flexible  compensa- 
tion plan  be  developed  that  complies  with 
the  tax  code,  and  at  the  same  time  helps  man- 
agement control  rising  costs? 

The  answer  is  yes.  And  Peat  Marwick  is 
uniquely  qualified  to  do  it.  Drawing  on  a  tax 
services  department  with  unsurpassed  experi- 
ence, we  are  also  at  the  forefront  of  computer 
systems  development  and  human  resources 
consulting.  It  is  with  the  synergistic  combina- 
tion of  these  skills  that  we  work  with  you  to 
create  an  efficient  flexible  compensation  pro- 
gram specifically  designed  to  integrate  with 
your  overall  business  strategy. 

Flexible  compensation  is  only  one  of  the 
services  offered  by  Peat  Marwick's  Human 
Resources  Consultants.  Others  include 
executive  compensation,  employee  benefits 
and  personnel  services. 

Peat  Marwick  has  just  completed  an  in-depth 
analysis  of  flexible  compensation  planning  in 
550  companies.  For  a  free  copy  of  the  executive 
summary  of  this  study,  send  in  the  coupon 
below,  or  call  800-344-3600  (in  Illinois 
800-328-4200). 


1 

N.              \ 

\ 

FC-FB-12/17 

Mail  to:  Peat,  Marwick,  Mitchell  &  Co., 

345  Park  Avenue,  Box  FC,  New  York,  NY  10154 

Name 

Title 

Company 

Address 

"^ 

City 

\ 

State                                                       Zip 
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IEJ  MARWICK 

Accounting  and  Auditing/ 

Tax  Services/Management  Consulting/ 

Private  Business  Advisory  Services 

ii 

\ 

"V* 


The  Financial  Source"  keeps  America  Beautiful. 


Manufacturers  Hanover  is  a  financial 
services  organization  with  a  different  point  of 
view.  We're  committed  to  American  businesses, 
large  and  small.  Cosmetic  manufacturers 
depend  on  our  lease  financing.  Pharmaceutical 
companies  buy  equipment  with  our  help. 

But  we're  committed  to  Sarah  Landau  too. 


1 


Because  unless  you're  receptive  to  people's 
problems,  sensitive  to  people's  needs,  you're 
just  moving  money  around. 

Assets  of  over  $74  billion  make  it  possible 
for  us;  to  help  in  many  ways.  Our  companies 
can  lend  you  money  to  fix  your  front  porch, 
finance  new  inventory,  show  your  firm  how 


ma 


Sarah  Landau  is  86.  She  lives  in  Florida,  feels  great, 
and  inspires  everyone  with  her  youthful  enthusiasm. 


speed  up  complex  international  payments. 
Vll  even  team  up  experts  from  different 
"irts  of  our  organization  to  bring  new  insights 
I  tough  problems.  And  with  1,050  offices- 
eluding  those  of  our  CIT  Financial  Corpora- 
ion— we  can  help  in  your  own  hometown. 

The  Financial  Source  is  dynamic.  Growing 


to  anticipate  every  need  business  presents.  But 
we  hold  to  three  core  values  which  will  never 
change:  Quality  in  the  products  we  offer,  loyalty 
to  our  customers,  and  consistency  in  the  way  we 
deliver  our  services.  If  we  can  help  a  business 
grow,  and  help  a  lovely  lady  look  and  feel  her 
best,  that's  a  good  day's  work. 


MANUFACTURERS  HANOVER 

The  Financial  Source.5M  Worldwide. 


Member  FDIC 


Ideas 


Richard  Manney,  chairman  ofMBC  Beverage 
Avoiding  bricks  and  mortar. 


year-old  Sweet'n  Low  trademark  on 
pink  packages  of  sugar  substitute  pro- 
vided instant  recognition.  "The  name 
was  synonymous  with  diet  foods," 
Manney  explains. 

Fortunately,  Manney  knew  the 
owners  of  Brooklyn's  Cumberland 
Packing  Corp.,  which  makes  Sweet'n 
Low.  He  worked  out  a  licensing  deal 
guaranteeing  Cumberland  an  undis- 
closed percentage  of  annual  sales. 
"We'd  rather  stick  to  the  businesses 
we  know,"  explains  Marvin  Eisen- 
stadt,  Cumberland's  executive  vice 
president,  who  has  also  licensed  the 
Sweet'n  Low  name  to  be  used  on  salad 
dressings  and  cocktail  mixes. 

Next,  Manney  set  up  his  com- 
pany— MBC  Beverage,  Inc. — and  hired 
a  flavorings  firm  to  develop  20  syrups: 
cola,  ginger  ale,  root  beer  and  a  raft  of 
fruit  flavors.  Then  he  went  on  the 
road,  looking  for  distributors  to  buy 
his  syrup  and  produce  Sweet'n  Low 
soda.  Instead  of  distributing  through 
soft  drink  bottlers,  MBC  sells  primar- 
ily through  food  wholesalers  who  can 
use  Sweet'n  Low  sodas  to  comple- 
ment their  line.  As  an  incentive  to 
sign  up,  Manney  offers  discount  radio 
and  TV  time,  which  his  media-buying 
experience  helps  him  provide. 

In  the  two  years  that  Sweet'n  Low 
soda  has  been  on  the  market,  Manney 
has  lined  up  seven  distributors.  They 
sell  his  product  in  22  states.  Gary 
Levi,  vice  president,  predicts  that  the 
company  will  produce  1.4  million 
cases  this  year.  Gross  revenues  come 
to  about  40  cents  per  case,  which  to- 
tals about  $560,000  for  MBC. 

Manney  expects  he  will  make  a 
small  profit  in  1984 — satisfactory,  he 
thinks,  in  light  of  his  minimal  invest- 
ment. Starting  the  business  cost 
about  $1  million.  "We're  basically 
marketers,"  explains  Levi.  "We  don't 
have  any  bricks  and  mortar.  Also, 
we're  not  going  to  go  crazy  and  open 
up  across  the  country.  We're  just 
moving  slowly  and  surely." 

Selling  soft  drinks  is  notoriously 
tough  for  small  operators.  Promotion 
costs  are  high,  and  bottlers  are  fickle. 
Originally,  MBC  aimed  to  avoid  the 
big  boys  by  concentrating  on  fruit  fla- 
vors. Now  that  market  is  more  com- 
petitive: Coca-Cola  introduced  its 
diet  Fanta  line  in  April.  Consolidated 
Foods'  Shasta  also  has  a  range  of  diet 
flavors,  as  do  regional  brands  Faygo 
and  Canada  Dry's  NoCal. 

But  don't  underestimate  the  re- 
wards of  being  small.  Says  Manney: 
"We  don't  have  to  be  Coke  or  Pepsi  to 
make  a  nice  living."  ■ 


The  Up  &  Coiners 


Fumbles 


Tears  in 

Reach  for  your  crying  towel.  This 
is  the  story  of  how  Gregory  Has- 
tings became  a  victim  of  overenthu- 
siasm  in  Silicon  Valley.  Hastings  lost 
gh  Hastings,  Inc.,  his  14-year-old  ad- 
vertising agency,  when  troubled  start- 
up companies  stopped  paying  their 
media  bills.  Many  service  businesses 
in  the  Valley  have  been  burned  in  a 
similar  way,  but  Hastings'  story  is 
sadder  than  most. 

A  couple  of  years  ago  Hastings 
wanted  to  expand  his  six-person  agen- 
cy. J.  Walter  Thompson  he  wasn't,  but 
he  could  create  workmanlike  ads,  so 
Hastings  took  on  new  clients  and 
started  to  grow.  With  new  computer 


the  Valley 

companies  on  nearly  every  block,  his 
Berkeley-based  firm  quickly  had  28 
staffers  and  billings  of  $4.5  million. 

The  big  trouble  came  late  last  year 
when  Columbia  Data  Products,  his 
biggest  client,  decided  not  to  pay  Has- 
tings. Columbia  had  launched  a  big  ad 
blitz  for  its  IBM  PC  clone,  and  Has- 
tings was  on  the  hook  for  $1  million 
in  expenses — more  than  20%  of  his 
annual  billings.  Eventually,  Colum- 
bia agreed  to  pay  all  but  $90,000.  "But 
that  was  every  cent  of  my  profit," 
Hastings  explains. 

When  it  came  to  late  payments, 
Hastings  was  understanding.  Maybe 
too  understanding.  Earlier,  when  an- 
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Before  he  agreed  to  talk 

peace  with  the  rebels  Duarte 

spoke  his  piece  in  Playboy 


teipoleon  Duarte /Playboy  Interview  November,  1984 


PLAYBOY, 

Something  revolutionary  in  every  issue. 


NOW  THAT 
HIGH-YIELD 

BONDS  ARE 

FASHIONABLE, 
WHAT  WILL 
DREXELA 

DO  NEXT? 


When  you've  got  a  hit  on 
your  hands,  people  keep 
looking  to  you  for  coming 
attractions. 

This  is  what  we  tell  them. 

We'll  be  doing  nothing  new 

Just  finding  creative  solu- 
tions to  the  patently  impos- 
sible problems  of  finance. 
Just  pursuing  new  business 
with  the  same  zeal  we  always 
have. 

Just  making  the  headlines 
of  this  magazine. 

We've  done  it  before. 


When,  in  1983,  we  helped 
MCI  by  lead  managing  what 
was  then  the  largest  under- 
written debt  offering  in  the 
U.S.  for  $1  billion  of  units  of 
notes  and  warrants. 

When,  in  1984,  we  set  the 
record  again  with  Occidental 
Petroleum's  offering  of  $1.2 
billion  of  units  of  debt  and 
preferred  stock. 

When,  so  far  this  year, 
we've  lead  managed  more 
than  half  the  industrial  debt 
offerings  over  $250  million. 


And  when  we  became,  in 
the  first  nine  months  of  1984, 
the  third  largest  investment 
banking  firm* 

It  was  with  an  entrepre- 
neurial spirit  that  we  accom- 
plished all  that  yesterday, 
and  the  very  same  spirit 
is  still  hard  at  work.  Given 
all  this,  there  still  remains 
the  question:  What  will 
Drexel  do  next? 

Even  we  don't  know  But 
one  thing  you  can  be  sure  of. 

It's  never  been  done  before. 


Drexel  Burnham 

Drexel  Burnham  Lambert  Incorporated 


Member  SI  PC 


■HOURCF.:  Securities  Data  Co.  Domestic  Underwriting  by  Lead  Manager 


Most  products 

were  never  designed  to  be 

assembled  efficiently. 


If  your  products  are  like  most, 
they  were  designed  back  in  the 
days  of  inexpensive  labor  and 
inefficient  assembly  tech- 
niques. Now  there's  a  better 
way. 

And  Bodine  has  it.  It's  called 
automated  assembly.  And  it  can 
actually  improve  product  qual- 
ity and  consistency  while  cut- 
ting your  personnel,  inventory 
and  field  service  costs.  In  fact,  it 
can  slash  your  overall  cost  of  as- 
sembly by  as  much  as  95%. 

What's  more,  all  it  usually 


takes  to  get  the  big  advantage 
of  automated  assembly  is  a  few 
small  design  changes  and  a 
Bodine  assembly  machine. 

To  learn  what  automated  as- 
sembly is  all  about,  write  for  our 
free  brochure.  To  learn  what  it 
can  do  for  you,  call  our  Vice 
President  Frank  Riley  at  (203) 
334-3107. 

The  Bodine  Corporation,  317 
Mountain  Grove  Street,  Bridge- 
port, CT  06605. 


Fumbles 


Mim 


other  client,  Perfect  Software,  balked 
at  paying,  Hastings  decided  not  to  cut 
the  client  off.  He  let  Perfect  pay  half 
its  $600,000  media  bill  and  kept 
working  on  the  account.  "To  kill 
them,"  he  explains,  "would  have  been 
to  kill  ourselves." 

But  it  was  already  too  late.  Once  the 
word  was  out  that  Hastings  had  col- 
lection problems,  even  healthy  cli- 
ents stopped  paying.  When  Hastings 
finally  called  it  quits  in  August,  he 
had  paid  off  all  but  $500,000  of  his 
media  bills.  But  clients  still  owed  him 
$425,000. 

What  went  wrong?  Hastings  now 
thinks  he  wasn't  tough  enough  on  the 
new  companies  he  served.  Instead  of 


Few  West  Coast  ad 
agencies  haven't  been 
burned  by  startups  that 
don't  pay  their  bills.  "We 
have  to  have  tighter 
controls," says  Jerry 
Gibbons  of  Doyle  Dane. 


pressing  cash-thin  clients  for  money, 
he  let  things  slide.  "It's  easy  to  get  60 
to  90  days  behind  in  the  advertising 
business,"  he  explains. 

Startups  need  advertising,  of 
course.  But  do  agencies  need  startups? 
Doyle  Dane  Bernbach  ate  more  than 
$3  million  before  Victor  Technologies 
filed  for  bankruptcy.  Now  the  agency 
is  suing  the  company  and  its  former 
parent,  Kidde  Inc.,  for  more  than  $8 
million,  including  punitive  damages. 
"That  experience  taught  us  we  have 
to  have  tighter  controls,"  says  Jerry 
Gibbons,  president  of  Doyle  Dane's 
San  Francisco  unit.  Few  West  Coast 
agencies  haven't  been  burned  at  least 
once,  he  adds. 

Doug  Gotthoffer,  who  runs  an  agen- 
cy in  Palo  Alto  with  $4  million  in 
billings,  has  a  simple  solution.  He 
keeps  clients  on  a  45-day  leash  to  pre- 
vent them  from  running  up  fat  bills. 
What  if  the  agency  doesn't  get  paid? 
"We  stop  work,"  he  says  flatly. 

Hastings,  •  meanwhile,  is  trying  to 
rebound.  He's  out  of  advertising  and 
has  picked  up  exclusive  marketing 
rights  to  a  new  software  program 
called  FYI,  which  searches  databases 
for  key  words  or  phrases.  But  some  of 
his  old  spark  is  gone.  What  troubled 
him  most,  says  a  former  employee, 
was  being  shunned  by  once-friendly, 
creditworthy  clients.  "It's  like  a  hot 
potato.  Nobody  wants  to  touch  you. 
That  hurt  a  lot."— Gary  Slutsker. 
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Judge  a  copier 
by  how  it  doesn't  look. 


^hen  a  copier  works  exactly 
nway  its  supposed  to  work,  few 
Sple  notice. 

i^hich  is  why  an  IBM  Model  60 
cier  tends  to  become  invisible. 

s  so  reliable,  people  take  it 
i  panted. 

i  computer  inside  helps  keep 
i  nning  smoothly.  So  you  get 
wdstently  high  quality  copies. 
r  all  of  the  easy-to-use  fea- 
p  you'd  expect  to  find  in  a 


high-performance  copier. 

But  while  the  IBM  Model  60 
goes  unnoticed,  there's  one  thing 
about  it  that  really  stands  out. 

Its  price. 

The  IBM  Model  60  costs  less 
than  any  copier  in  its  class.* 

So  if  you're  interested  in  buy- 
ing a  copier  with  great  value, 
take  a  look  at  the  IBM  Model  60. 

It  could  be  the  best  ==&=  =® 
copier  you'll  never  see.  ===?=?= 


IBM  Series  III  Model  60 
Copier/Duplicator 

Write  today  to  IBM, 
DRM,  Dept.  2F,  400  Parsons  Pond  Drive, 
Franklin  Lakes,  New  Jersey  07417. 
[Z!  Please  send  me  a  free  brochure. 
Q  Please  have  an  IBM  representative  call-me. 


STREET  ADDRESS- 
CITY 
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BUSINESS  PHONE- 


The  Invisible  Copier 


Call  IBM  Direct  1 800  IBM-2468  Ext.  7. 
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Watch  what  you  say  when  you  help  a 
friend  qualify  for  unemployment  insur- 
ance . . .  or  apply  yourself  Uncle  Sam  is 
going  to  be  a  lot  more  vigilant. 

Bad  news  for 

unemployment 

cheats 

A  busy  unemployment  office  in  Manhattan 


By  Ellen  Paris 


Cassandra  Dee,  a  real  person 
but  not  her  real  name,  is  a  Hol- 
lywood writer.  She  scripts  TV 
shows  for  a  few  months,  earning 
around  $4,000  a  week  as  long  as  the 
series  lasts,  and  then  hangs  out  until 
she  picks  up  another  series.  What 
does  Sandy  do  between  jobs?  She  col- 
lects unemployment  checks,  natural- 
ly. They  bring  in  only  $125  a  week, 
but  that  helps  decorate  the  $300,000 
house  she  has  bought. 

She  gets  the  benefits  by  promising 
her  local  unemployment  insurance 
office  that  she  is  diligently  looking  for 
work.  As  verifiable  evidence  she  gives 
the  staffers  names  of  friends  or  out-of- 
business  businesses.  Then  she  hops  in 
her  Toyota  and  drives  to  the  beach. 

The  Department  of  Labor  has  some 
bad  news  for  Cassandra  Dee.  On  Apr. 
1  that  department  will  launch  what  it 
calls  a  Quality  Control  Program  in 
unemployment  insurance  programs 
across  the  country.  The  purpose  is  to 
put  unemployment  claims  under  a 
microscope  and  spot  abuses  and  er- 
rors. This  year  around  8  million 
Americans  will  have  received  unem- 


ployment benefits,  so  Labor  obviously 
won't  be  checking  every  claim.  It  will 
have  to  make^pot  checks,  looking  for 
weaknesses  in  the  claims  process  that 
can  then  be  strengthened. 

The  potential  savings  are  impres- 
sive. Last  year  the  federal/state  unem- 
ployment system  paid  out  $18.4  bil- 
lion in  unemployment  claims.  Ac- 
cording to  Tom  Vaughn,  Arizona's 
unemployment  insurance  adminis- 
trator, about  12.5%  of  those  pay- 
ments were,  in  varying  degrees,  "im- 
proper"— in  many  cases  unwarranted 
and  in  most  cases  too  high.  Eliminat- 
ing the  improprieties  altogether — an 
impossible  dream,  of  course — would 
save  nearly  $2  billion  a  year.  But  Jim 
Van  Erden,  chief  actuary  of  Labor's 
unemployment  insurance  program, 
figures  that  every  percentage  point 
knocked  off  the  error  rate  can  save  the 
government  $140  million.  Cost  to  ad- 
minister the  checking  process:  $18 
million  a  year. 

In  April  1985  Labor  will  most  likely 
require  every  state's  unemployment 
insurance  division  to  scrutinize  600 
claims  per  year.  The  sample  rises  to 
1,600  scrutinies  per  state  in  1988.  La- 
bor will  provide  each  state's  unem- 


ployment insurance  division  with  a 
microcomputer  and  a  checklist  with 
over  160  questions  designed  to  verify 
every  item  in  that  claim.  Sample 
questions: 

•  Did  the  claimant's  past  employei 
report  the  correct  wages  paid? 

•  Did  the  claimant  actually  contact 
prospective  employers? 

•  Is  the  claimant  really  unem- 
ployed or  has  he  gone  back  to  work 
and,  uh,  forgotten  to  tell  his  unem- 
ployment office? 

•  Is  the  claimant  someone  like  Cas- 
sandra Dee,  who  may  not  be  entitlec 
to  benefits? 

If  they  do  their  jobs  right,  the 
checkers  won't  stop  with  the  claim 
ant's  answers.  They  will  double 
check  with  former  and  prospective 
employers.  "It's  like  pulling  cars  of 
the  assembly  line  and  spot-checkinj 
overall  quality,"  says  Carolyn  Gold 
ing,  director  of  the  Department  of  La 
bor's  Unemployment  Insurance  Ser 
vice.  "We're  just  applying  private  in 
dustry  principles  to  government." 

Sensible  as  the  scheme  may  seem 
several  state  unemployment  insur 
ance  administrators  are  not  happ? 
with  it.  They  already  know  whence 
most  abuses  arise,  says  Raymonc 
Thorne,  administrator  for  Oregon' 
unemployment  insurance  program 
the  work  search.  Is  the  claimant  reall 
out  looking  for  another  job?  Thorn 
and  his  300  staffers  cross-check  witlt 
prospective  employers  cited  by  claimi 
ants  and  hand  over  the  names  ci 
cheaters  they  find  to  the  fraud  contrc 
unit  for  prosecution  (Forbes,  Aug.  \ 
1981).  Thome  says  he  saved  Orego: 
$341,000  in  1983— $4  for  every  $J 
spent  in  the  effort. 

Robert  Bristow,  chief  of  the  Califoi' 
nia  unemployment  insurance  divy 
sion,  shares  Thome's  doubts  abou. 
Labor's  160-question  checklist.  Bris 
tow  figures  most  abuses  in  Californi. 
arise  from  claimants'  working  an 
still  continuing  to  collect  benefit: 
Bristow  would  prefer  to  concentrate 
his  verification  work  there. 

How  effective  Labor's  crackdown  o 
unemployment  insurance  cheats  wi 
be  remains  to  be  seen.  It  reflects 
powerful  mood  in  the  land  now,  not 
retreat  from  systematic  compassioi 
but  a  growing  intolerance  of  systema 
ic  cheating.  In  Washington  State,  tb 
Employment  Security  Department  i: 
sues  news  releases  with  the  names  ( 
those  convicted  of  cheating  on  bent 
fits.  Says  Washington's  Employmer 
Security  Commissioner  Norwai 
Brooks:  "It  really  discourages  peop 
from  abusing  the  system  when  the 
think  of  all  their  friends  and  neighbo: 
seeing  their  names  in  the  papers."  ■ 
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The  1985  Turbo  New  Yorker. 
Once  you  drive  it,  you'll  never  go  back  to  a  V-8  again. 


Chrysler  introduces  the  new  technology  of  driving: 
Turbopower*  in  its  most  advanced  luxury  sedan. 

Here  is  the  confidence  of  front-wheel  drive,  the 
security  of  advanced  electronics  and  the  quiet,  smooth 
ride  you  expect  in  a  fine  luxury  car. 

And  here  are  the  luxuries  you  demand.  Automatic 
transmission,  power  windows,  power  steering,  power 
brakes,  power  remote  mirrors  and  individual  pillow- 
style  reclining  seats  are  all  standard. 

And  finally,  here  is  the  new  technology  of  turbo- 
power.  More  power  to  move  you.  To  accelerate  To  pass. 
To  cruise  in  serene  comfort... yet  with  remarkable  fuel 


efficiency.  23  hwy.  est.  mpg  [20]  city  est.  mpg.** 

Turbo  New  Yorker  merits  careful  consideration  by 

every  luxury  car  owner.  It  is  backed  by  a  5-year/50,000- 

mile  Protection  Plan  covering  drivetrain,  turbo  and 

outer  body  rust-through.+ 

The  new  technology  of  driving  must  be  experienced. 

So  Chrysler  invites  you:  test  drive  Turbo  New  Yorker. 

Once  you  drive  it,  you'll  never  go  back  to  a  V-8  again. 
Purchase  or  lease  your  1985  Turbo  New 

Yorker  at  your  Chrysler-Plymouth  dealer  and 

buckle  up  for  safety. 


Chrysler 


Chrysler. The  best  built,best  backed  American  cars. 


•Tu 


rbo  is  optional.  '  Use  these  EPA  ests.  to  compare.  Actual  mpg  will  vary  with  options,  driving  conditions  and  habits  and  vehicle  condition.  CA  ests.  lower 
tWhichever  comes  first.  Limited  warranty.  Deductible  applies  Excludes  fleet/leases.  Dealer  has  detuils.  ttLowest percent  of  NHTSA  safety  recalls  for  '82 
and  '83  cars  designed  and  built  in  North  America  Best  backed  based  on  warranty  comparison  ot  competitive  vehicles. 


National  City  Corp.  doubled  its  size  with 
the  acquisition  of  BancOhio  but  also  took 
on  some  big  problems.  Will  it  pay  off?  That 
depends  on  whether  you  look  at . . . 

The  doughnut 
or  the  hole 


By  Ben  Weberman 
and  John  Heins 


T|  o  hear  Chairman  Julien  L. 
McCall  of  Cleveland's  National 
City  Corp.  tell  it,  you  would 
think  the  acquisition  of  BancOhio 
Corp.  of  Columbus,  Ohio,  was  the 
greatest  coup  since  the  Louisiana  Pur- 
chase. "It's  a  gem  of  an  acquisition," 
says  McCall  proudly. 

On  the  face  of  it,  however,  National 
City  Corp.  would  seem  to  have  picked 
up  a  few  headaches  along  with  Banc- 


Ohio's  $6  billion  in  assets.  The  merg- 
er doubled  not  only  the  size  of  the 
Cleveland  bank  holding  company  but 
also  its  long-term  debt,  to  $200  mil- 
lion, and  eroded  its  capital  ratio — eq- 
uity capital  plus  loan-loss  reserves  as 
a  percentage  of  total  assets — from 
7.6%  to  6.56%. 

Then  there  is  BancOhio's  lackluster 
profitability  over  the  last  few  years. 
Its  return  on  assets  last  year  was  only 
0.32%,  less  than  half  National  City's 
0.77%,  and  worse  still  than  the  0.8% 
of  a  peer  group  of  regional  banks.  Re- 


turn on  equity  was  5.18%,  compared 
with  National  City's  11.84%. 

True,  profitability  has  picked  up 
sharply  since  the  merger  was  an- 1 
nounced  last  February.  But  BancOhio 
is  still  saddled  with  problem  loans 
from  an  ill-advised  foray  into  corpo- 
rate lending  in  the  late  1970s  and  ear- 
ly 1980s.  That  has  required  what 
BancOhio  Chairman  Arthur  Herr- 
mann concedes  has  been  "an  abnor- 
mally large"  loan  loss  provision — 
more  than  half  of  pretax  earnings  in 
1983  and  the  first  half  of  1984. 

All  this  merely  enhances  the  poten- 
tial benefits,  says  McCall.  "They  had 
a  reputation  of  not  being  that  well 
managed/'  he  says;  as  management- 
improves,   BancOhio's  operating  re-  \ 
suits  will  move  up.  McCall  expects 
quick  aftertax  savings  of  $25  million 
to  $30  million  a  year,  or  about  $1.50  a  I 
share.    Part    will    come    from    such 
economies  as  closing  70  of  the  merged 
entity's  427  branch  banks  and  elimi- 
nating 700  full-time  jobs.  Another  big 
chunk  will  come  when  the  new  enti- 
ty's combined  loan  loss  reserve  provi 
sion — a    striking    $55    million    thi:  i 
year — comes  down  to  around  $35  mil 
lion  in  1985. 

"We  also  expect  better  operating  ra 
tios  all  around  because  of  the  efficienj 
cies  of  size,"  McCall  says. 

Lines  of  business  fit  well,  too,  say*  I 


Your  company's 
image  can  reach 
as  far  as  your 
imagination- 


Graphics  talk.  And  they  say  a  lot  about  you  and  your 
business. 

Whatever  you're  currently  doing  to  enhance  your 
company's  image,  we  can  help  you  improve  it.  With  bold 
visuals,  colorful  graphics.  Eye-catching  messages. 

All  of  quality  3M  graphic  materials.  Graphics  of  3M 
materials  are  exciting,  cost  effective.  And  go  almost 
anywhere  your  imagination  does. 

We've  got  a  lot  of  fresh  ideas  and  even  design  assist- 
ance that'll  help  you  stretch  your  imagination.  And  your 
image.  So  give  us  a  call  at  (612)  733-9111. 
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c.  1984    Transportation  &  Commercial  Graphics  Divtsion/3M 
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McCall:  "Their  weaknesses  seemed 
to  be  in  areas  where  we  had  great 
strength,  and  vice  versa.  Their  biggest 
weakness  was  corporate  lending, 
where  we  are  particularly  strong.  But 
their  retail  banking  business  and  cred- 
it-card processing  were  very  good, 
where  we  weren't  as  strong.  And  they 
had  over  30%  of  the  Columbus  mar- 
ket, a  market  we  wanted  to  be  in." 

Only  a  few  years  ago  a  merger  of  the 
second-largest  and  third-largest  banks 
in  a  single  state  "could  not  have 
flown,"  McCall  says;  the  government 
would  never  have  approved  it.  But 
then  the  regulators  accepted  two  big 
mergers  in  Pennsylvania — Mellon 
National-Girard  and  Pittsburgh  Na- 
tional-Provident— and  "our  deal  be- 
came doable." 

Over  the  last  ten  years,  National 
City  had  been  steadily  expanding 
statewide.  It  had  acquired  11  small 
banks— $300  million  to  $750  million 
assets — in  every  major  Ohio  market 
except  Columbus  and  Cincinnati.  But 
then  interstate  banking  became  the 
name  of  the  game.  "We  wanted  to  be  a 
major  player  in  this  new  game,  not 
just  another  bank  sitting  around  wait- 
ing to  be  acquired,"  McCall  says. 
"That  meant  we  needed  at  least  $10 
billion  in  assets." 

The  BancOhio  acquisition  would 
achieve  that  and  more.  McCall  was  so 


Ted  \  aughai 


National  City's  Killpack  and  McCall 
"We  wanted  to  be  a  major  player." 

convinced  of  it  that  he  wasn't  dis- 
suaded when  BancOhio  rejected  out 
of  hand  his  initial  overtures  in  No- 
vember 1983. 

McCall  believed  some  big  Banc- 
Ohio stockholders  might  be  interest- 
ed— especially  Ohio's  powerful  Wolfe 
family  (Forbes,  Oct.  1),  which  owned 


over  600,000  shares,  or  7.25%.  So  in 
January  of  1984,  National  City's 
president,  J.  Robert  Killpack,  went 
back  to  Columbus  with  "a  price  too 
high  to  ignore":  $320  million,  roughly 
60%  in  National  City  securities  and 
40%  in  cash.  That  worked  out  to  $37 
a  share,  compared  with  the  stock's 
market  price  at  the  time  of  24.  In 
February,  BancOhio's  board  accepted 
the  offer,  and  the  merger  was  finally 
completed  last  month. 

In  the  new  National  City  Corp.,  the 
old  National  City  Corp.  will  be  call- 
ing the  shots.  Of  BancOhio's  13-mem- 
ber  board,  only  chairman  Herrmann 
and  John  F.  Wolfe,  who  now  owns 
nearly  4%  of  National  City,  will  be 
directors  of  the  merged  company. 

It  will  probably  take  a  year  or  two 
for  the  efficiencies  McCall  sees  to  be 
fully  realized.  But  in  the  meantime 
the  bank  has  bought  itself  a  position 
for  the  future  battles  of  interstate 
banking.  "We  don't  believe  the  New 
York  or  West  Coast  banks  have  an 
appetite  to  acquire  $12  billion  organi- 
zations," says  Killpack.  "They  don't 
have  the  capital  or  the  management." 

That  says  a  lot  about  the  reasons  for 
the  merger,  for  all  McCall's  talk  about 
synergy.  Will  his  high  hopes  for  im- 
proved profitability  also  prove  out? 
Maybe.  It  depends  on  whether  you 
look  at  the  doughnut  or  the  hole.  ■ 
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3M  hears  you. 


Boxed  for  years  in  its  traditional  markets, 
Maytag  is  starting  to  behave  in  an  unchar- 
acteristically venturesome  way. 


Maytag  steps  out 


By  Howard  Gold 


When  the  last  Maytag  wring- 
er-washer rolled  off  the  as- 
sembly line  in  1983,  Presi- 
dent Daniel  J.  Krumm  predictably 
called  it  "the  end  of  an  era."  That 
product,  first  built  in  1907,  helped 
establish  the  Newton,  Iowa  com- 
pany's reputation  for  quality  and  de- 
pendability at  a  premium  price — an 
image  reinforced  over  the  last  1 7  years 
by  a  famous  TV  commercial  showing 
a  lonely  and  forlorn  Maytag  repair- 


man with  nothing  to  do. 

It  had  a  great  image,  but  Maytag 
faced  a  shrinking  market.  By  the  late 
1970s  laundry  equipment  had  become 
a  mature  business,  with  an  estimated 
market  penetration  of  70%  of  Ameri- 
can households.  The  replacement  cy- 
cle upon  which  appliance  manufac- 
turers rely  is  10  to  12  years — in  May- 
tag's  case,  sometimes  more.  Not 
much  stimulation  there.  The  peak 
year  for  major  appliance  sales  was 
1973,  when  35.8  million  units  were 
shipped  to  dealers;  those  washer-dry- 


ers wouldn't  need  to  be  replaced  until 
the  mid-  to  late  1980s. 

Dan  Krumm,  58,  who  joined  the 
company  as  a  market  researcher  in 
1952  and  became  president  in  1972, 
could  see  the  handwriting  on  the  wall. 
He  has  tried  to  branch  out  beyond 
Maytag's  bread-and-butter  washer- 
dryer  line.  He  acquired  Hardwick 
Stove  Co.  in  1981  and  Jenn-Air  Corp. 
from  United  Technologies'  Carrier  di- 
vision in  1982.  The  105-year-old 
Hardwick  makes  mostly  gas  and  elec- 
tric ranges  and  microwave  ovens.  In 
1961  Jenn-Air  had  introduced  the 
electric  downdraft  grill  range,  in 
which  fumes  from  the  grill  are  sucked 
into  a  surface  ventilation  system  and 
kept  out  of  the  house,  allowing  year- 
round  indoor  grilling. 

The  acquisitions  added  $24  million 
in  long-term  debt  to  Maytag's  balance 
sheet — the  first  time  the  firm  had  bor- 
rowed money  in  50  years — but  when 
the  economy  recovered  in  1983,  May- 
tag was  ready.  Sales  rose  35%,  to  $597 
million,  and  net  income  leaped  ahead 
65%,  to  $60.7  million,  both  records. 
The  stock  took  off,  too,  from  a  low  of 
22%  in  1982  to  a  high  of  563A  in  April 
1983.  Recent  price:  457/s,  or  about  10 
times  expected  1984  earnings. 

Now  Krumm's  strategy  is  about  to 
be  put  to  the  test.  Although  the  diver- 
sifications expanded  Maytag's  mar- 


...and  extend  to 
the  very  limits 

of  practicality. 

Take  your  image  as  far  as  it  can  go.  To  signage. 
Vehicles.  Points  of  sale.  Your  products. 
Anywhere  the  public  sees  you.  Anywhere 
it's  practical. 

With  3M  graphic  systems.  Whether  you 
need  a  few,  or  a  few  thousand,  graphics  of  3M 
materials  let  you  extend  your  corporate  image 
to  make  millions  of  advertising  impressions 
every  year.  What's  more,  they're  surprisingly 
inexpensive. 

Spread  your  word.  In  ways  you've  probably 
never  thought  of.  Call  us  at  (612)  733-91 1 1 , 
and  let  3M  show  you  exciting  new  ways  to 
execute  your  company's  graphic  images. 


AVIS 


Steve  Leonard 


Maytag  President  Daniel  Krumm 
To  stand,  still  is  to  fall  behind. 


kets,  they  also  may  have  made  the 
company  more  cyclical  by  tying  it 
more  closely  to  the  home-building  cy- 
cle. True,  1984  will  be  a  record  year  in 
sales — just  shy  of  $700  million,  with 
fenn-Air  and  Hardwick  probably  con- 
tributing about   25% — but   earnings 


were  down  8.8%  in  the  third  quarter, 
which  Krumm  says  was  "the  begin- 
ning of  the  plateauing  of  appliance 
shipments." 

Even  before  this,  the  appliance  mar- 
ket was  getting  more  and  more  com- 
petitive. Dale  Plass  of  Englewood  Ap- 


pliance, a  big  suburban-Chicago  appli- 
ance dealer,  says  that  in  dishwashers, 
for  example,  "GE  has  been  tearing  the 
market  to  shreds."  Maytag  itself  has 
engaged  in  limited  price  discounting 
and  rebates  to  work  down  unsold 
dishwasher  inventories — an  unchar- 
acteristic move  for  a  company  that 
rarely  sells  on  price. 

Maytag  still  has  plenty  of  strengths. 
Even  after  its  acquisitions,  it  has  plenty 
of  cash — $76.1  million.  In  the  1970s  it 
spent  $60  million  renovating  its  fac- 
tories, which  are  in  tip-top  shape.  The 
replacement  cycle  for  laundry  equip- 
ment is  beginning  to  turn  up  again. 

Meanwhile,  Maytag  is  getting  more 
venturesome.  It  recently  rolled  out  a 
new  product  aimed  at  the  upper-level 
housing  market,  one  that  competitors 
made  but  Maytag  did  not:  a  washer 
and  dryer  that  stack  on  top  of  each 
other.  It  did  so  without  a  great  deal  of 
market  testing  because  it  believed  in 
the  product.  "To  spend  $5.5  million 
to  $6  million  tooling  up  a  product  for 
which  you  don't  know  there's  a  mar- 
ket is  something  that  at  one  time  we 
would  not  have  done,"  Krumm  says. 

Krumm  talks  of  other  possible  ac- 
quisitions outside  the  appliance  busi- 
ness. He  has  clearly  decided  that  cau- 
tious old  Maytag  will  have  to  take 
chances — that  to  stand  still  will  be  to 
fall  behind.  ■ 
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Compared  with  some  financing  document 


...ours  is  only  a  little  boring. 

An  IBM  Credit  Corporation  master  agreement  is  a  mere  four  pages  long. 

What's  missing? 

Mostly  the  same  thing  that's  missing  from  our  whole  financing  process: 
unnecessary  work. 

To  begin  with,  you  don't  need  to  deal  with  a  lot  of  people  to  get  the  IBM 
computer  you  want. 

The  same  IBM  marketing  representative  you  see  for  your  IBM  equipment 
can  arrange  financing  for  it,  too. 

But  don't  think  that  less  work  means  less  flexibility.  You  can  choose  the 
financing  that's  best  for  your  company  from  our  wide  range  of  lease  or 
installment  purchase  options. 

You  don't  have  to  give  up  low  rates  either.  We're  competitive. 

We've  even  made  sure  financing  that  starts  simple,  stays  simple.  A 
supplement  to  your  original  contract  is  all  it  takes  to  add  or  upgrade  equipment. 

If  a  financing  process  that's  less  of  a  process  interests  you,  call  your 
IBM  marketing  representative  and  ask  about  the  IBM  Credit  Corporation. 
Or  call  1 800  IBM-2468  Ext.  7,  code  AL. 

See  how  simple  financing  can  be. 


Credit  Corporation 


Arthur  C.  Nielsen  Jr. 

"For  years  my  father  would  try  and  explain  that  his  work  was  worth  something.  He  couldn't  get  any  takers.' 


Some  people  hate  market  research,  some 
people  love  it.  Meet  Arthur  Nielsen  Jr.,  who 
not  only  helped  invent  it  but  also  figured 
out  how  to  get  rich  at  it. 


Rating  Nielsen 


By  Barry  Stavro 


Arthur  Nielsen  Jr.  is  a  mild- 
looking  man — small,  bald, 
k  soft-spoken  and  methodical. 
But  when  he  starts  talking  about  prob- 
lem-solving, the  mildness  turns  to 
animation.  "I  was  always  interested 
in  problems.  That  was  the  primary 
motivator,  to  try  and  solve  them." 

Nielsen  and  his  father,  of  course, 
practically  invented  market  research. 
The  problem  they  had  to  solve  was 
how  to  make  money  from  it.  The 
difficulty  was  that  the  labor  involved 
in  tabulating  the  required  data  was 
expensive. 


"For  years  my  father  would  go 
around  and  try  and  explain  that  his 
work  was  worth  something.  He'd 
quote  the  price.  And  he  couldn't  get 
any  takers."  Companies  preferred  the 
cheaper  seat-of-the-pants  method. 
Continues  Nielsen:  "My  father  was 
trying  to  sell  Kellogg  Co.  A  fellow 
said  we  don't  need  your  service.  It  had 
its  own,  a  freight-car  index.  Kellogg 
had  a  guy  stationed  outside  the  gates 
trying  to  see  how  many  carloads  Gen- 
eral Foods  shipped  out."  Nielsen 
laughs,  recalling  the  primitiveness  of 
it  all. 

When  Nielsen  Jr.  joined  the  com- 
pany in  1945,  fresh  from  the  Army, 


A.C.  Nielsen  Co.  was  only  a  $4  mik. 
lion  business.  Son  Art  had  workec, 
summers    at    the    company,    sorting 
through  mounds  of  data  cards  and  us 
ing  slide  rules  to  get  answers.  "Wt 
had  to  find  some  cheaper  way  of  get 
ting  the  data.  I  had  the  good  fortune  o 
seeing  a  machine  when  I  was  in  th< 
Army,  and  that  damn  thing  cut  th< I 
costs  of  calculations." 

The  machine  was  a  forerunner  o  \ 
the  electronic  computer.  Oh,  sure,  H 
was  the  size  of  a  living  room  anc 
designed  to  turn  out  ballistics  analy 
sis  on  artillery.  Nielsen  asked  th< 
Army  scientists  if  this  thing  could  b( 
used  for  business.  "They  said  this  wa: 
just  a  scientific  machine.  I  said,  boy  i 
multiplies  and  divides  for  you.  That': 
easy,  they  said.  I  said,  that's  all  we  do 
Our  company  adds  stuff  up  and  di 
vides  and  multiplies."  In  1952  Niel 
sen  took  delivery  of  one  of  IBM's  firs 
computers.  It  counted  faster  am 
cheaper  than  people  could  and  helpei 
make  the  business  work. 

Young  Nielsen  made  a  further  con 
tribution  to  the  business.  He  figurei 
out  how  to  train  people  to  do  wha 
his  father  did.  "People  like  Elmo  Rop 
er  and  George  Gallup  were  brillian 
men,"  Nielsen  goes  on.  "But  the' 
never  got  their  businesses  very  big 
They  were  geniuses.  It  was  worth  tb 
price  of  the  service  to  be  able  to  tall 
to  them.  The  trouble  was,  they  didn' 
have   a   grasp   of   or   an   interest  ii  j 
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teaching  other  people  how  to  do  it. 
Gallup's  theory  of  how  you  find  out 
what  is  going  to  happen  is  to  ask 
people.  Gallup  himself  was  so  smart, 
so  intuitive,  he  would  look  at  the 
data  and  he  would  probably  figure  out 
some  way  of  coming  up  with  the 
right  answer.  But  there  aren't  too 
many  people  who  can  do  that.  There 
are  people,  however,  who  can  inter- 
pret trends  in  numbers." 

With  computers  and  a  training  pro- 
gram, the  Nielsen  company  was  now 
equipped  to  grow  beyond  what  it 
could  have  grown  to  had  it  been  solely 
dependent  on  the  talents  of  a  few  peo- 
ple. Says  Nielsen:  "I  felt,  and  my  Dad 
did,  too,  why  not  go  for  the  bigger 
markets?"  Let  Gallup  track  Demo- 
crat-versus-Republican  battles  every 
two  or  four  years.  The  Nielsens  would 


Let  Gallup  track  Democrat 
versus  Republican.  The 
Nielsens  would  go  after 
Colgate  versus  Crest, 
Cheerios  versus  Kellogg's 
Corn  Flakes, 
Coke  versus  Pepsi. 

go  after  the  toothpaste  (Colgate  ver- 
sus Crest),  breakfast  cereals  (Cheerios 
■versus  Kellogg's  Corn  Flakes)  and 
,soda  pop  (Coke  versus  Pepsi)  wars. 

That  kind  of  thinking  made  a  for- 
tune for  Nielsen.  The  company  now 
'tracks  retail  store  sales  and  TV  shows, 
Sruns  a  coupon  clearinghouse  and  a 
magazine  subscription  service  and 
Supplies  oil-  and  gas-well  data.  When 
[the  younger  Nielsen  became  presi- 
dent of  the  company,  in  1957,  sales 
Were  $25  million.  In  1976,  when  he 
'became  chairman  (his  father,  Arthur 
Br.,  died  in  1980),  sales  were  $232 
bullion.  Sales  in  1983  were  $680  mil- 
lion, and  profits  were  $50  million.  A 
couple  of  months  ago  Art  Nielsen  sold 
A.  C.  Nielsen  Co.  to  Dun  &  Bradstreet 
Corp.  for  $1.3  billion  in  stock,  an  as- 
tounding 26  times  earnings.  The  Niel- 
sen family  kept  about  $170  million  of 
Idiat,  or  2.56  million  D&.B  shares. 
:  Market  research  is  a  $3.6  billion-a- 
Vear  business  now,  but  unlike  more 
esoteric  forms,  such  as  encounter 
groups  in  which  people  are  asked 
what  they  like,  the  methodical  Niel- 
sens have  always  preferred  cold,  ob- 
ective  numbers. 

Nielsen's  father,  an  engineer,  had 
sorrowed  $45,000  and  gone  into  busi- 
less  in  1923,  running  tests  for  clients 
who  wanted  to  know  what  kind  of 
:onveyer  belt  to  buy  or  which  turbine 
generator  was  best.  He  shifted  to  mea- 
suring consumer  sales  when  the  De- 
gression almost  knocked  him  out  of 
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Show  her  she's  on 
a  winning  team. 


The  Diamond  Anniversary  Ring. 

A  band  of  diamonds  that  says  youd  many  her  all  over  again. 
A  diamond  is  forever. 
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Property  loss  prevention  is  the  most  important  contribution 
we  can  engineer  into  the  continuity  of  your  corporate  profits. 


Allendale  Insurance 

World  leader  in  loss  prevention  engineering  for  commercial 
and  industrial  property,  and  member  of  the  Factory  Mutual  System. 

Allendale  Insurance,  Allendale  Park,  Johnston,  RI  02919 
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business.  But  he  soon  hit  a  problem:  It 
wasn't  enough  to  ask  people  which 
soap  they  used.  For  example,  old  Ar- 
thur was  trying  to  figure  out  whether 
folks  bought  Lux,  the  soap  of  the  mov- 
ie stars,  or  Lifebuoy,  which  kept  you 
from  smelling  bad.  He  found  his  num- 
bers were  all  wrong.  "The  Lifebuoy 
users  were  reluctant  to  say  they  had 
b.o.  On  the  other  hand,  it  didn't  cost 
you  anything  to  say  you  bought  Lux,  a 
high-priced  soap,"  says  Art  Jr. 

So  Nielsen  Sr.  finally  hit  it  right. 
Don't  ask,  go  and  see  for  yourself. 
He'd  pay  stores  to  let  Nielsen  auditors 
go  through  the  shelves  and  the  books 
to  count  everybody's  sales.  Thus  the 
concept  of  market  share  was  born. 

Art  Nielsen  likes  to  say  that  one  of 
the  essentials  of  market  research  is 
finding  out  where  a  product  is  in  the 
long  pipeline  from  manufacturer  to 
consumer.  In  the  personal  computer 
industry  that  is  a  major  problem.  No 
one  is  quite  sure  what  people  are  actu- 
ally buying  and  what  is  actually  just 
piling  up  in  inventory.  Nielsen's  son 
Chris,  35,  a  Harvard  M.B.A.  and  the 
third  generation  in  the  business,  is 
working  on  that  computer  sales  prob- 
lem. He  has  arranged  with  major  com- 


"The  Lifebuoy  users  were 
reluctant  to  say  they  had 
b.o.  On  the  other  hand,  it 
didn't  cost  anything  to  say 
you  bought  Lux." 


puter  chains  such  as  ComputerLand 
I  to  let  him  send  in  teams  of  auditors  to 

I  find  out  what  people  are  buying. 
Nielsen  loves  to  reminisce  about 
J  problem-solving.  He  started  his  cou- 
(  pon  clearinghouse  ($91  million  vol- 
1  ume  a  year  and  still  growing)  after 
}  visiting  a  corner  grocery.  "This  was  a 
I  mom-and-pop  store.  They  lived  up- 
t  stairs  over  the  store.  On  the  dining 
table  the  lady  was  sorting  the  coupons 
.  and  had  them  all  piled  up.  She  was 
mad  because  the  big  manufacturers 
send  out  the  coupons  and,  in  effect, 
force   the  retailer   to  advance   their 
!  money."  Nielsen  put  his  computers 
|;  to  work  on  it.  They  can  now  read 
some  coupon  codes  electronically. 

Making  the  radio  ratings  work, 
when  radio  was  big  after  WWII,  was 
another  big  problem.  The  radio  an- 
•  nouncers  used  to  ask  listeners  to  send 
,  in  cards  to  advertisers  if  they  liked  the 
show.  Who  was  more  popular,  Jack 
Benny  or  Bob  Hope?  "They'd  weigh 
the  darn  mailbags,"  Nielsen  recalls. 

At  first,  the  Nielsens  attached  me- 
jters  to  radios  in  their  sample  house- 
holds, then  put  in  a  camera  that  auto- 
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The  Diamond  Anniversary  Ring. 

'  A  band  of  diamonds  that  says  youd  marry  her  all  over  again. 
A  diamond  is  forever. 
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This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these  securities. 

The  offer  is  made  only  by  the  Prospectus. 


New  Issue  /  November  2, 1 984 


2,000,000  Shares 


American  President  Companies,  Ltd. 

Common  Stock 

($.01  par  value) 


Price  $33  Per  Share 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  in  which  this 

announcement  is  circulated  only  from  such  of  the  undersigned 

as  may  legally  offer  these  securities  in  such  State. 


Salomon  Brothers  Inc 


Bear,  Stearns  &  Co. 
Dillon,  Read  &  Co.  Inc. 
Goldman,  Sachs  &  Co. 


The  First  Boston  Corporation 


Incorporated 

E.  F.  Hutton  &  Company  Inc. 


Alex.  Brown  &  Sons 

Incorporated 

Donaldson,  Lufkin  &  Jenrette      Drexel  Burnham  Lambert 

Securities  Corporation 

Hambrecht  &  Quist 

Incorporated 

Kidder,  Peabody  &  Co.  Lazard  Freres  &  Co.  Merrill  Lynch  Capital  Markets 

Incorporated 

Montgomery  Securities     Morgan  Stanley  &  Co.     PaineWebber     Prudential-Bache 

Incorporated  Incorporated  Securities 

Robertson,  Colman  &  Stephens  L.  F.  Rothschild,  Unterberg,Towbin 


Smith  Barney,  Harris  Upham  &  Co.     Wertheim  &  Co.,  Inc.      Dean  Witter  Reynolds  Inc 

Incorporated 

Allen  &  Company 

Incorporated 


Bateman  Eichler,  Hill  Richards 

Incorporated 


A.  G.  Edwards  &  Sons,  Inc. 

Moseley,  Hallgarten,  Estabrook  &  Weeden  Inc. 


Crowed,  Weedon  &  Co. 
Ladenburg,  Thalmann  &  Co.  Inc. 
Oppenheimer  &  Co.,  Inc. 


Sutro  &  Co.     Thomson  McKinnon  Securities  Inc.     Tucker,  Anthony  &  R.  L.  Day,  Inc. 

Incorporated 


matically  photographed  the  meter  re- 
sults that  the  housewife,  for  50  cents, 
mailed  to  Nielsen.  That  produced 
numbers  two  weeks  old,  but  it  wasn't 
fast  enough  for  TV.  Hooking  the  me- 
ter to  a  phone  line  later  created  "over- 
night" TV  ratings,  but  it  was  expen- 
sive. Nielsen  lost  money  on  the  rat- 
ings for  many  years.  Father  and  son 
persisted,  however,  convinced  that 
the  TV  market  would  grow  sufficient- 
ly to  make  the  service  profitable. 
They  were  right.  Today  about  $19  bil- 
lion is  spent  on  TV  advertising.  Niel- 
sen's TV  ratings — there  are  5,500  me- 
tered homes — do  about  $100  million 
in  business  a  year.  The  ratings,  plus 
various  surveys,  tell  the  industry,  for 
example,  that  ten  times  as  many  chil- 
dren watch  The  A  Team  as  watch  ///'// 
Street  Blues,  twice  as  many  women 


"It's  very  hard,  psychologi- 
cally, to  let  go.  I  realize  I 
have  to  step  aside.  I  guess 
I'm  like  an  oldfirehorse.  If 
you  hear  the  gong,  you  come 
running  out  of  the  barn." 


watch  Dallas  as  men  and  that  women 
over  55 — the  top  watchers — watch  41 
hours  of  TV  a  week. 

Nielsen  supposedly  retired  at  65, 
after  the  sale  of  his  company,  and  still 
lives  in  Winnetka,  111.  But  he's  a  work- 
aholic, and  a  D&B  consultant  at 
$30,000  a  month.  "I  can  name  you  20 
problems  yet  unsolved,"  he  says.  One 
is  finding  a  way  to  track  TV  commer- 
cials, knowing  exactly  which  are 
shown  and  when  on  the  900  commer- 
cial TV  stations.  Nobody  quite  be- 
lieves what  the  stations  say.  Nielsen 
says  the  trick  is  getting  a  sensor  to 
recognize  the  commercial  and  getting 
a  computer  to  memorize  it. 

When  Forbes  chats  with  him  he  is 
clutching  a  5-foot  trail  of  paper  with 
D&B's  third-quarter  results — not  bad, 
a  17%  gain.  "It's  very  hard,  psycho- 
logically, to  let  go.  That's  what  I'm 
finding.  I  realize  I  have  to  step  aside 
and  let  the  other  fellows  run  the  com- 
pany. I  guess  I'm  like  an  old  firehorse. 
If  you  hear  the  gong,  you  come  run- 
ning out  of  the  barn." 

Tennis  is  one  of  his  few  diversions. 
Nielsen  plays  three  times  a  week  and 
is  no  hacker.  He  played  doubles  at 
Wimbledon  about  ten  years  ago  in  the 
45-and-older  group.  Even  in  tennis  he 
takes  a  methodical  approach.  He 
tapes  tennis  matches  and  compares 
the  tapes  with  what  the  athletes  ad- 
vise in  their  books.  "Rod  Laver 
doesn't  hit  his  backhand  like  he  says 
he  does,"  says  Arthur  Nielsen.  ■ 
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Dewar's  Unto  Pals. 

Just  call  our  toll-free  number.  Give  the  gift  of  Dewar's"  "White  Label""  fine 
Scotch  whisky.  Dewar's ...  one  of  the  good  things  in  life  that  never  varies. 

Dewar's  Unto  Others. 

CALL  1-800-528-6148  *$^Mf&: 
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Find  out  why  thousands  of 

self-employed  people 

choose  Fidelity  for  their  Keogh. 


Don't  wait  for  December  31st  to 
save  on  taxes.  Call  Fidelity  now. 
Find  out  about  Fidelity  Freedom 
Fund  for  your  Keogh.  It's  the 
aggressive  stock  fund  specially 
created  for  tax-qualified  plans - 
and  there's  no  sales  charge  what- 
soever. 

With  Fidelity  you  get  a  Keogh 
that's  easy  to  set  up.  One  that 
gives  you  a  wide  range  of  invest- 
ment options.  Flexibility  to  switch 


among  them.  And  prompt,  profes- 
sional service. 

In  fact,  now  you  can  contribute 
up  to  $30,000  or  25%  of  your  net 
earned  income  each  year. 

Find  out  more.  Call  Fidelity 
toll-free.  Our  Keogh  experts  are 
ready  to  answer  all  your  ques- 
tions. Ask  for  your  free  Keogh 
planning  guide  today. 

JTHinDEUTY^SlSNTPl3in 

I  Write  to  Fidelity  Distributors  Corp.  u  .70 

IP.O.Box832,Dept.  JB121784  *   /J 

82  Devonshire  Street,  Boston,  MA  02103 

CALL  FREE  1-800-544-6666 

I  IN   MASS.    CALL   COLLECT  617-523-1919 
I  For  Fidelity's  free  Keogh  planning  guide  and 

I  more  complete  information  including  manage- 
ment fees,  expenses  and  a  Freedom  Fund  pro- 
I  spectus.  please  call  or  write  today.  Read  carefully 
a  before  you  invest  or  send  money. 
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The  partnership  at  work  From  left:  Jack  Pope,  American  Airlines  Senior  VP  and  Treasurer;  Bob  Lewis,  Chase  Corporate  Banking; 
and  Tom  Fiorito,  Chase  Capital  Markets 


Global  Network 


Industry  Understanding 
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Chase  Partnership. 

Investment  and  aerospace 
bankers  working  with 

American  Airlines 

to  meet  their  changing 

treasury  needs. 

Working  from  our  unique  depth  of  knowledge  of  the 
airline  industry  Chase  Investment  Bankers  and 
Relationship  Managers  combine  capabilities  for 
innovative  financial  structuring,  accessing  new 
sources  of  funds  as  well  as  sophisticated  assessment 
of  risk— all  within  one  organization.  The  result  of  this 
close  collaboration:  expeditious,  effective  financing 
solutions  for  our  corporate  customers  worldwide. 

Chase  Partnership 
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Regions/Port  of  Houston 


The  Port  of  Houston  is  the  nations  third- 
largest  port.  When  oil  demand  collapsed, 
so  did  the  shipping  business. 

On  the 
waterfront 


By  Robert  H.  Bork  Jr. 


Working  on  the  Houston  wa- 
terfront had  become  a  Merka 
family  tradition.  Joe  Merka's 
father  is  a  longshoreman,  and  so  was 
his  great  uncle.  That's  why  Joe  didn't 
understand  why  his  father  pushed 
him  to  take  welding  classes  in  high 
school. 

T.J.,  Joe's  father,  who  is  43  now, 
saw  what  was  coming.  T.J.  spent  26 
years  on  the  docks,  first  slinging  cargo 
and  now  as  a  container  yard  manager. 
He  sees  global  economic  forces  re- 
shaping his  world.  "I  knew  Joe  would 
have  to  have  those  special  skills  if  he 
wanted  to  work  regular,"  T.J.  says. 
The  deep  ridges  and  thick  calluses  are 
still  on  his  hands  from  the  hook.  He 
glances  out  his  small  office  window  at 
the  lifting  and  shifting  of  the  40-foot- 
long  steel  containers.  "I've  watched 
things  grow  and  change.  I  tell  you,  I 
read  the  business  section  of  the  paper 
every  Sunday." 

On  the  surface,  the  forces  that 
shape  Joe  Merka's  life  are  beyond  his 
control:  a  world  recession,  a  strong 
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dollar,  conservation  of  energy,  ad- 
vances in  shipping  technology,  quotas 
on  Japanese  cars.  These  have  cut  ton- 
nage at  the  Port  of  Houston  every  year 
since  1979.  Unemployment  in  the 
dockside  unions  has  been  as  high  as 
50%  recently,  and  now  runs  10%  to 
33%,  say  union  officials. 

But  T.J.  knew  a  man  doesn't  have  to 
be  helpless,  which  is  why  Joe  learned 
to  weld.  Now  the  baby-faced,  22-year- 
old  high  school  graduate  makes 
$32,000  a  year  as  a  container  repair- 
man. He  lives  in  a  pleasant  two-bed- 
room house  in  a  new  subdivision  of 
Baytown,  20  miles  east  of  Houston, 
which  in  turn  is  5  miles  from  the  port 
itself.  Joe  goes  hunting  almost  every 
weekend.  "He's  got  it  better  than  any 
of  his  friends,"  says  wife  Tanya. 
"Only  one  of  them  is  working."  Un- 
like Joe,  they  didn't  have  dads  who 
pushed  them  to  learn  welding. 

Houston  is  the  nation's  third-larg- 
est port  in  total  tonnage  after  New 
Orleans  and  New  York,  and  second  in 
foreign  tonnage.  Oil  is  big,  and  more 
wheat  and  steel  pass  through  Houston 
than  any  other  U.S.  seaport.  Nature 
made  the  oil,  but  man  made  Houston 
a  seaport,  dredging  a  channel  in  1914 
from  the  Gulf  of  Mexico  52  miles  up 
Galveston  Bay  and  Buffalo  Bayou. 

The  city's  fortunes  are  linked  to  the 
25-mile-long  string  of  public  and  pri- 
vate docks  by  more  than  just  the  grit- 
ty 4-mile  stretch  of  Navigation  Boule- 
vard between  downtown  and  the 
docks.  The  Port  of  Houston  Authority 
says  that  32,000  local  jobs  were  di- 
rectiy  related  to  the  port  and  another 
111,000  jobs  in  Texas  were  in  some 
way  tied  in.  When  business  is  good  at 
the  port,  life  is  good  in  Houston.  In 
1979,   the  port's  richest  year,   with 
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1 1 7.5  million  tons  of  cargo,  Houston's 
unemployment  was  at  3.3%,  an  all- 
time  low. 

But  the  tonnage  was  down  to  just 
74.5  million  tons  last  year.  This  year 
tonnage  is  running  14%  ahead  of 
1983,  but  the  damage  hasn't  been  re- 
paired. Many  waterfront  plants  have 
closed  or  have  laid  off  hundreds  of 
workers.  The  list  is  long:  Armco  Steel, 
Manchester  Terminal,  AGRI-Export, 
to  name  a  few.  Unemployment  in 
Houston  was  6.4%  in  September,  and 
housing  starts  are  at  a  decade  low. 

The  old  shapeup  still  exists  on  the 
waterfront.  At  5  a.m.  bleary-eyed  men 
arrive    at    International    Longshore- 
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German  freighter  loading  containers  at  Port  of  Houston 

Pressure  is  building  on  the  fragile  alliance  between  stevedoring  companies  and  longshoremen. 


men's  Association  Local  28 — ware- 
housemen, freight  handlers  and  con- 
tainer repairmen.  About  40%  of  the 
500  local  members  hold  permanent 
jobs  won  with  15  years'  seniority. 
They  seldom  come  to  the  hall  any- 
more. But  the  others  must  line  up 
before  dawn  every  day  at  the  hall  for 
what  is  left. 

Randy  Thomson,  the  business 
agent-treasurer,,  wheels  a  large  red- 
and-white  painted  plywood  board  out 
of  his  office.  It's  rare  these  days  if 
Thomson  has  more  than  20  jobs  to 
dole  out.  Men  get  seniority  by  the 
years  they  work,  and  generally  only 
the  14-year  veterans  are  working.  Joe 


Merka  has  only  three  years'  seniority 
in  the  union,  but  he  works  regularly 
repairing  containers — which  is  in  the 
union  jurisdiction — because  that's  a 
scarce  skill.  "I  came  in  at  a  good  time. 
I  put  my  name  on  the  board  for  a 
regular  job  and  things  were  good 
enough.  I'm  on  the  edge  right  now. 
Dad  says  it's  a  good  possibility  that  I 
might  get  bumped,  so  I  am  trying  to 
do  things  that  will  help  me."  TJ. 
pushed  him  again  to  get  a  state  license 
to  inspect  the  wheeled-container 
chassis.  And  he's  learning  to  drive  a 
Big  John,  a  sort  of  mammoth  forklift, 
which  moves  containers.  Nothing 
like  a  bit  of  insurance. 


Part  of  the  waterfront  problem  is 
self-made.  The  longshoremen  here 
talk  proudly  about  the  new  ILA  con- 
tract with  a  $  1  -per-hour  increase  from 
a  base  wage  of  $14  in  each  of  three 
years,  while  other  unions  make  con- 
cessions. Fringes,  including  a  guaran- 
teed annual  income  program  for  those 
who  don't  work,  bring  the  labor  costs 
to  $30  an  hour.  They  don't  seem  to 
care  that  their  high  wages  are  sending 
jobs  to  other  Gulf  ports  where  labor 
costs  are  lower.  Some  companies  find 
it  cheaper  to  unload  in  California  and 
ship  by  rail.  Honda  stopped  landing 
cars  at  the  Port  of  Houston  in  Octo- 
ber.    Nonunion     container    loading 
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Volkswagen,  historically,  has  believed  in  giving  you  toon 
much  car  for  the  money. 

But,  the  new  Volkswagen  Jetta  is  remarkable  even 
for  Volkswagen.  The  Jetta  is  engineered  and  built  with 
hair-splitting  precision  to  give  you  all  the  handling, 
cornering  and  performance  you'd  expect  of  the  best 
German  road  cars. 

It  has  more  room  for  five  passengers  than  some 

'Manufacturer's  suggested  retail  pricing,  excluding  tax,  title,  dealer  prep,  and  transportation:  [S7,995for4-door  model  as  shown  (metallic  paint,  alloy 
t     optional  at  extra  cost)];  $7,775  for  2-door  model. 
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European  sedans  costing  $20,000. 

Yet,  prices  start  at  $7,775*  for  a  2-door  Jetta  with  a 
Jurable  VW  diesei  engine.  We  also  offer  a  turbo  diesel 
nigine.  And  a  highly-responsive,  fuel-injected  gasoline 
engine  that  outperforms  some  European  road  cars 
osting  twice  as  much. 

To  find  out  more  about  the  Jetta  and  Volkswagen's 
straightforward  new  2-year  Unlimited-mileage 
Protection  Plan**  call  1-800-85  VOLKS. 

Now  you  can  have  a  fine  German  road  car.  If  you're 
villing  to  pay  less.  AA  It's  not  a  car. 

The  new  Jetta.  $7,995.*  \CP  It's  a  Volkswagen. 

''Protection  Plan:  2-year  unlimited  mileage,  limited  warranty  on  entire  car,  except  tires;  3-year  ur 
See  U.  S.  Dealer  for  details.  '  1984  Volkswagen  of  America        |Seatbelts  staves.! 


The  simple  act  of  flipping  a  switch  creates  an  electrical  contact 

that  provides  and  controls  the  flow  of  energy  to  produce  light, 

start  engines,  control  temperatures,  operate  appliances,  and  even 

fly  space  vehicles. 

Fansteel's  capabilities  in  materials  technology  make  it  a  leader  in 

developing  and  producing  electrical  contacts  made  of  tungsten, 

silver,  silver-alloys,  tungsten-silver,  tungsten-copper  and 

tungsten-nickel-copper. 

Fansteel's  materials  technology  also  provides  advanced 

and  dependable  products  used  in  electronics,  medicine,  mining, 

sports,  communications,  transportation,  aerospace, 

and  weapon  systems. 
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An  integrated  producer  of  refractory  metals  and  fabricated  products  for  the  electronics, 
electrical,  aircraft/aerospace,  metalworking,  energy  and  chemical  industries. 
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Port  of  Houston     | 

:ompanies  have  set  up  shop  outside 
the  50-mile  radius  around  the  port 
that  the  ILA  has  negotiated. 

But  it  still  isn't  all  the  union's  fault. 
The  businessmen  did  their  bit,  too. 
The  stevedoring  companies,  with 
plenty  of  business  from  oilfield  equip- 
ment exports,  pushed  for  higher  tar- 
iffs (charges)  on  bag  goods  like  flour, 
rice  and  wheat,  until  the  port  was 
effectively  priced  out  of  the  market 
when  the  recession  hit. 

But  there  are  bosses  who  are  like 
the  Merkas.  They  know  how  to  grow 
and  survive,  even  in  tough  times.  This 
year  general  cargo  tonnage,  excluding 
bulk  cargo,  is  up  43%  over  last  year  in 
Houston.  One  reason  is  James 
McPherson,  who  owns  New  Terminal 
Warehouse  and  put  Houston  back 
into  bag  cargo.  McPherson,  49  years 
old,  is  a  plain-talking  country  boy 
from  the  Texas  panhandle  town  of 
Muleshoe  who  moved  to  Houston  and 
made  a  fortune  in  real  estate  and 
breeds  quarter  horses.  In  1979  he 
bought  a  waterfront  warehouse  from  a 
bankrupt  REIT. 

"The  one  cargo  that  was  not  being 
handled  at  all  was  bags.  Steel  and  oth- 
er cargoes  were  more  profitable.  We 


hadn't  had  bags  here  in  quite  a  few 
years.  Costs  were  more  here.  Produc- 
tivity of  labor  was  lower.  Bag  cargo 
was  going  to  other  smaller  Gulf  ports 
that  charged  less.  But  the  location  of 
the  Port  of  Houston  makes  it  strong 
for  agricultural  commodities.  Some  of 
the  largest  rice  mills  in  the  world  are 
here.  So  I  decided  to  go  after  this  type 
of  cargo,"  he  says. 

McPherson  started  by  slashing  the 
official  67-cent  Houston  rate  charged 
per  hundredweight  of  general  agricul- 


tural commodities.  In  Corpus  Christi 
they  charge  20  cents,  in  Galveston 
31.25  cents.  Now  McPherson  charges 
30.5  cents.  He  convinced  the  ILA  that 
its  workers  should  spend  more  time 
working.  A  five-man  gang  of  ware- 
housemen handles  between  4,500  and 
5,000  bags  a  day  instead  of  3,600.  The 
deep-sea  longshoremen,  who  actually 
work  in  the  holds,  have  upped  their 
productivity  from  30  tons  to  about  45 
tons  per  hour. 
McPherson  is  a  hero  to  many  of  the 


Longshoremen  waiting  for  the  shapeup 

Generally,  only  the  14-year  veterans  are  getting  the  work. 


fj.  Merka  (seated),  son  Joe,  Joe's  daughter  Tiffany  and  Smoke)'  the  cat 
;A  man  doesn't  have  to  be  helpless. 
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assents  the  PC  system 
you 

A  tie 
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The  key  word  in  that  long,  drawn-out 
headline  is  system. 

A  system  built  for  PCs. 

At  Hewlett-Packard,  it's  a  quality 
system  of  personal  computers,  printers, 
plotters,  a  truckload  of  software,  and 
Local  Area  Network  (LAN)  capability. 

It's  all  matched  and  designed  to  work 
brilliantly  together. 

Yet  the  system  is  so  flexible  each 
part  can  stand  alone.  Or  even  team  with 
an  IBM  PC. 

So  you  can  build  just  the  system 
you  want. 


It  all  starts  with  two  of  our  Hewlett- 
Packard  personal  computers. 

We  call  one  the  HP  Touchscreen 
and  the  other  (because  it  can  do  even 
more)  the  HP  Touchscreen  MAX. 

The  first  comes  with  two  double - 
sided  disc  drives.  And  each  micro- 
floppy disc  gives  you  nearly  twice 
the  standard  formatted  power  of  an 
IBM  PC. 

The  HP  Touchscreen  MAX  has 
even  more  capacity  with  the  added 
power  of  a  14.8M  byte  Winchester 
disc  drive. 

Even  if  you  don't  speak  computerese, 
you  should  be  impressed.  That's  a  lot 
of  power. 

As  the  names  imply,  you  can  actually 
change  things  on  either  screen  just  by 
touching  the  screen. 

That  makes  the  Touchscreen  PCs 
easier  to  use.  And  a  lot  easier  to  learn. 


The  system  also  includes  two  prii  rs 
many  people  think  are  simply  the 
best  around. 

Our  Hewlett-Packard  LaserJet  aaj  \ 
Thinkjet  printers  are  both  breath- 
takingly  fast  and  refreshingly  quiev 

The  Thinkjet  printer  runs  at  a  ra  I 
150  characters  per  second. 

Yet  because  the  Thinkjet  paints-, 
each  character  with  a  small  jet  of  i ; 
(instead  of  smashing  the  paper  wit 
keys),  it's  as  quiet  as  a  sigh. 

At  300  characters  per  second,  01 ,  \ 
LaserJet  printer  is  even  faster. 

Ten  times  faster  than  the  best  da  '■ 
wheel  printers.  Yet  the  image  is  as  si  p 
as  you'll  get  from  a  printing  press. 
Amazing. 
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and  when  you  get  to  your  hotel, 
change  everything. 


wo  different  plotters  are  also  part 

le  HP  personal  computer  system. 

oth  create  full- color  graphics.  One 

'i  two  pens,  the  other  with  six  for 

1  more  detail. 

you  like,  the  system  can  be  knitted 
»ther  through  a  LAN. 

lets  a  number  of  HP  personal  com- 
i  rs  link  up,  talk  to  each  other,  share 
rl  ters,  and  exchange  information. 
?y  the  way,  there  can  be  a  lot  of 
i  rmation  to  exchange.  That's  because 
le  are  more  than  500  business 
D./vare  tides  available.  For  word  proc- 
shg,  accounting,  spread  sheets  and 
I  'hies.  You'll  find  the  big  names  there, 
>  1-2-3™  from  Lotus™* WordStar?** 
1  'oPlan™*** 

nd  the  whole  catalogue  of  software 
xi  HP. 


Finally,  when  you  travel,  you  can 
take  the  system  with  you. 

Hewlett-Packard's  portable  personal 
computer  turns  your  hotel  room  (or 
your  den  at  home,  or  your  customer's 
desk)  into  another  part  of  your  personal 
computer  system. 

The  Portable  has  all  the  capacity 
of  many  desk-top  PCs;  27  2K  bytes  of 
RAM  and  384K  bytes  of  ROM.  And 
with  its  built-in  modem,  it  can  link  you 
with  your  office  printers  and  plotters. 
Not  bad  for  a  computer  that  weighs  just 
nine  pounds  and  can  fit  into  a  briefcase. 

The  system  is  all  linked  up,  all  on 
the  same  programs,  all  designed  to  work 
together,  all  ready  to  go. 

And  all  from  Hewlett-Packard. 


Just  dial  800-FOR-HPPC,  toll 
free,  to  find  the  name  of  your  nearest 
Hewlett-Packard  dealer. 


hPM 


HEWLETT 
PACKARD 


l"!  "and  Lotus~are  U.S. Trademarks  of  Lotus  Development  Corporation.  "Available  for  the  HP  Portable  beginning  January,  1985.  WordStar  *  is  a  U.S.  Registered  Trademark 
' '  roPro  International  Corporation.  ***MicroPlan~  is  a  U.S. Trademark  of  Chang  Laboratories,  Inc. 
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Soviet  defector  Anatoly  Sverdlin 
"Call  it  Yankee  ingenuity." 


Loading  cotton  for  Korea 

Some  of  the  problems  are  self-made. 


union  longshoremen  because  he's  pu 
men  to  work.  The  workers  gave  him 
bronze  statue  of  a  homicidal-lookin, 
linebacker  with  a  vulture  perched  oj 
his  shoulder.  The  inscription  say 
"The  provider." 

Still,  when  the  demand  for  oil  am 
the  world  economy  recover,  that  frag 
ile  alliance  with  labor  could  fall  apar 
and  the  grain  merchants  may  loo] 
harder  for  nonunion  facilities.  "Th 
provider"  is  getting  ready  for  that  day 
He  intends  to  build  the  first  automat  | 
ed  bag-handling  system  in  the  U.S 
for  $20  million,  similar  to  one  in  Ant 
werp,  Belgium.  Then  he  will  be  abl 
to  handle  2  million  tons  with  th 
same  man-hours  used  now  fo 
500,000  tons.  Where  six  men  now  un 
load  four  boxcars  a  day,  the  automat 
ed  system  uses  two  to  unload  eigh 
boxcars. 

Anatoly  Sverdlin  is  another  Texai 
who  makes  the  port  work.  Funn 
thing,  too,  because  Sverdlin,  52,  uset 
to  be  a  successful  marine  engineer  ii 
the  Soviet  Union.  He  says  his  cared 
collapsed  when  he  wouldn't  cover  u  i 
a  design  flaw  in  a  canal  to  explain 
away  a  ship  collision.  "That  blood  1 
Russian  system  drove  me  crazy, 
Sverdlin  says. 

A  decade  ago  he  jumped  ship  ill 
Antwerp  and  made  his  way  to  the  U.S' 
After  five  years  of  working  for  shii 
repair  firms  in  Houston,  he  started  hii 
own  company  in  1981. 

Dwindling  traffic  has  forced 
number  of  the  ship  repairers  int: 
bankruptcy.  But  Sverdlin's  busines 
grows.  His  workshop  is  filled  wit 
tools  of  his  own  invention.  He  hold 
55  marine  engineering  patents  in  th 
U.S.S.R.  The  certificates  hang  on  thf 
walls  of  his  cluttered  office. 

Today  his  Automated  Marine  Pre 
pulsion  Systems  is  grossing  close  t 
$2.5  million  a  year.  He  has  built 
swimming  pool  in  his  backyard.  H 
has  two  Oldsmobiles  and  a  chartreus' 
Thunderbird.  To  him  the  weak  econc 
my  just  gives  a  good  opportunity  t 
undercut  his  competitors.  When 
tanker  w^s  crippled  with  a  bent  pre 
peller  shaft,  his  competition  said  th 
ship  would  have  to  spend  60  days  i: 
dry  dock.  Sverdlin  had  the  tanke 
pump  water  into  the  forward  com 
partments,  lifting  the  stern  out  of  th 
water.  He  removed  the  shaft,  trucke 
it  to  his  shop  and,  working  around  th 
clock,  repaired  it  in  16  days,  not  60. 

"I  believe  this  is  the  normal  Amen 
can  way.  This  is  only  country  where 
can  do  this,"  Sverdlin  says.  "Call  i 
Yankee  ingenuity."  ■ 
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HOW  MANY  MISSILES 

DOES  AN  EMPIRE  NEED  TO 

STRIKE  BACK? 

Thirty  years  after  the  arms  race  was  launched,  people  want  some  answers.  Will  a 
lot  of  missiles  keep  the  peace  or  start  a  war? 

News  stories  like  this  are  complex.  That's  why  you  should  watch  The  MacNeil/Lehrer 
NewsHour  every  weeknight.  News  stories  get  the  time  they  deserve.  The  time  you 
deserve.  You  get  more  facts.  You  hear  different  sides.  Most  important,  you  get  the 
analysis  you  need  to  understand  the  issues  behind  the  stories. 

Major  funding  for  The  MacNeil/Lehrer  NewsHour  is  provided  by  AT&T,  the  national 
corporate  underwriter. 

TheMacNeil/Lehrer  _ 

NEWSHOl 


Weeknights  on  Public  TV 


Produced  by  WNET/13.  NY.  WETA.  Wash    DC  .  and  MacNeii-Lehrer-Gannett  Prod   Funded  by  AT&T,  Public  Television  Stations,  and  CPB   ©  AT&T  1964 
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FIRST  TEAM! 
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"Manyoft1wkrgestUS.conpzniesa^ 
toFMCMcc^fmnvestmek 


Leonard  S.Caroma 
Vice  President 
Corporate Finance 


The  results  of  First  Teamwork  are  getting  noticed.  More  and 
more  companies  are  discovering  that  our  competitive  spirit — 
the  extra  time,  effort,  and  attention  to  detail— coupled  with 
innovative  ideas  and  in-depth  market  knowledge  have  resulted 
in  the  quality  of  execution  that  well-managed  businesses 
require. 

We  are  proud  of  this  hard-earned  increase  in  our  share 
of  the  investment  banking  market  because  it  demonstrates 
that  our  innovativeness  and  our  proven  transactional  skills  are 
becoming  increasingly  recognized. 

These  well-established  capabilities  can  be  highlighted 
by  our  successes  in  many  areas. 

Swops.  We  have  arranged  in  excess  of  $4  billion  of 
interest  rate  and  currency  swaps  for  organizations  worldwide 
over  the  last  12  months.  Significant  transactions  include  a 
100  million  U.S.  dollar/yen  currency  swap  and  interest  rate 
swap  facilities  as  large  as  $225  million  for  individual  corporations. 

Securities  Offerings.  Our  closeness  to  world  markets 
enabled  us  to  lead  manage  the  first  Swiss  franc  convertible 
issue  for  a  U.S.  corporation  in  four  years  and  the  first  public 
bond  issue  in  the  Asian  market  for  a  non-banking  U.S.  corpora- 
tion since  1978.  We  were  also  the  first  U.S.  commercial  or 
investment  bank  to  be  the  lead  manager  of  a  Swiss  f  ranc/U.S. 
dollar  dual  currency  bond  issue. 

Mergers,  Acquisitions  and  Divestitures.  Within  the 
past  year,  we  have  completed  assignments  on  behalf  of  ten 
major  U.S.  and  foreign  companies. 

Lease  Financing.  Our  capabilities  have  rapidly  expanded, 
and  this  year  we  expect  to  arrange  equity  financing  for  over 
$1  billion  in  large-ticket  equipment,  ranging  from  commercial 
aircraft  and  ships,  to  cogeneration  facilities  and  satellite 
transponders.  We  have  also  expanded  our  investment  capacity 
through  alliances  with  several  selected  lessors. 

At  First  Chicago,  our  Capital  Markets  people  are  com- 
mitted to  expanding  our  worldwide  investment  banking 
capabilities.  Let  The  First  Team  demonstrate  this  commitment 
to  you  and  your  business.  Call  Len  Caronia  at  (312)  732-6226. 

First  Chicago  Worldwide 

Atlanta  -  Boston — Chicago — Cleveland — Dallas — Denver — Houston — Los  Angeles —Miami  — 
New  York— San  Francisco— Washington.  D.C— Abu  Dhabi -Athens— Barcelona  -  Beijing - 
Buenos  Aires  -  Calgary-  Caracas— Dubai  -  Dublin  -  Dusseldorf-  Frankfurt  -  Geneva — Guernsey- 
Hong  Kong— Jakarta— Kingston— London— Madnd— Manila— Mexico  City— Milan— Munich— 
Nairobi  —  Ranama  City-  Fans—  Rome— Santiago— Sao  Raulo— Seoul— Sharjah— Singapore- 
Stockholm  —  Sydney  —Tokyo — Toronto —Warsaw — Zurich 
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The  First  National  Bank  of  Chicago 
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While  its  other  businesses  are  flourishing, 
Harris  Corp.  is  fighting  an  uphill  battle  in 
automated  office  systems. 

Mastering 
marketing 


By  Carol  E.  Curtis 


Joseph  Boyd  has  brought  Mel- 
bourne, Fla. -based  Harris  Corp. 
a  long  way — from  printing 
presses  and  mechanical  typesetting 
machines  to  a  respected  position  in 
military  and  scientific  computers, 
semiconductors  and  satellite  equip- 
ment. Along  the  way  he  has  made 
some  smart  acquisitions,  such  as  Da- 
tacraft  in  1974  and  Farinon  in  1980. 
The  result  is  a  $2  billion  (revenues) 
company  that  is  almost  pure  high 
technology. 

Last  year  Boyd,  63,  acquired  Lanier 
Business  Products,  Inc.,  an  acquisi- 
tion that  is  both  promising  and  diffi- 
cult. Lanier  is  a  considerable  depar- 
ture for  Harris.  Lanier  was  known  pri- 
marily as  a  marketing  outfit  rather 
than  as  a  technology  outfit.  "Harris 
had  a  culture  that  was  rooted  in  tech- 
nology," Boyd  says.  "The  next  grow- 
ing-up  step  was  to  combine  this  with 
a  large  sales  organization.  You  can't 
be  a  great  information  technology 
company  unless  you  master  sales  and 
marketing." 

Why  had  sales  and  marketing  be- 
come so  important?  Because  Boyd 
wants  to  use  his  technological  prow- 
ess to  get  a  piece  of  the  $8  billion 
market  for  automated  office  systems 
that  will  combine  voice,  data,  graph- 
ics and  word  processing  into  a  single 
desktop  workstation.  For  this  busi- 
ness you  need  top-notch  products — 
and  marketing  savvy  as  well. 

For  30  years  Lanier  had  been  selling 
office  equipment  made  by  others  to 
small  and  medium-size  businesses. 
Based  in  Atlanta,  it  was  the  national 
leader  in  dictating  machines,  and  it 
achieved  the  lead  in  so-called  stand- 
alone word  processors  only  three 
years  after  it  first  entered  the  market. 

It  was  relatively  small — sales  were 
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just  under  $400  million.  But  Lanier 
had  2,000  salesmen  pushing  office 
products  in  300  offices  nationwide,  a 
sales  force  that  would  have  taken  Har- 
ris years  to  build.  Lanier  knew  it  need- 
ed new  products  that  it  could  not  de- 
velop on  its  own.  Harris  knew  it  need- 
ed a  sales  organization.  Harris  paid 
$280  million  in  stock,  and  melding  of 
the  two  companies  began. 

Lanier's  old  product  lines  (dictating 
machines  and  copiers)  are  still  selling 
well.   But   these  businesses  are  not 


where  the  big  growth  is.  They  arel 
growing  about  10%  to  12%  a  year,! 
while  sales  of  word  processors,  and! 
personal  computers  purchased  foil 
word  processing,  grew  37%  last  year  B 
Lanier's  word  processors,  which  for  sc  I 
long  have  been  a  hot  product,  are  be- 1 
ginning  to  lose  out  to  the  more  versa- 1 
tile  personal  computer. 

According  to  Dataquest,   Lanier's  1 
market  share  in  installed  word  pro- 1 
cessors  in  the  U.S.  is  slipping,  dowrl 
from  5.4%  in  1982  to  less  than  4%  I 
this  year.  At  the  end  of  June  1984  !' 
Lanier's  operating  profit  had  sunk  tc 
$22.9  million — less  than  half  what  ii 
was  in  1982,  the  year  before  Harris 
bought  the  company. 

Where  it  was  once  number  one  ir 
word  processing,  Lanier  is  now 
fourth,  behind  IBM,  Wang  and  Xerox 
Problem  is,  the  new,  versatile  person 
al  computers  are  often  cheaper  thar 
Lanier's  word  processors — $1,800  tc 
$6,000  for  the  IBM  PC,  for  example 
compared  with  $5,000  to  $8,500  fo: 
Lanier's  1000. 

Boyd  says  things  will  improve  aulj 

Lanier  salesmen  become  more  experi 

enced   in   selling   "clustered"   offict  i 

products  instead  of  single  pieces  od 

equipment — eventually  a  Harris  suJ 

per     minicomputer,     for     example] 

hooked  up  to  a  Lanier  graphics  termi 


Joseph  Boyd  of  Harris  Corp. 
Now  comes  the  hard  part. 
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Upjohn  lends  a  helping  hand  to  the 
arthritic  by  using  the  body's  own  chemistry  to  fight  pain. 


The  destruction  wrought  hy 
rthritis  can  transform  a  once 
ital,  vigorous  person  into  one 
ho  moves  cautiously  in  a 
orld  clouded  with  pain. 

To  the  people  at  The  Upjohn 
lompany,  the  hattle  against 
lis  world  of  pain  is  a  primary 
isk.  For  answers,  we  are 
robing  deep  into  the 
lechanism  of  inflammation. 

New  knowledge  about  cells 


is  pointing  the  way  to  actually 
modifying  the  disease  through 
immunology. 

By  zeroing  in  on  individual 
populations  of  cells,  we  can  work 
toward  controlling  their  actions. 

So  instead  of  alleviating 
arthritic  pain,  we  could  end  up 
eradicating  it. 

For  nearly  100  years,  Upjohn 
has  looked  to  the  future  and 
found  answers  to  "impossible" 


questions.  Looking  for  more 
will  make  our  second  century 
of  caring  even  more  exciting 
than  the  first. 

For  booklet  "What  You 
Should  Know  About  Arthritis" 
write  CARING,  Dept.FB, 
RO.  Box  2497,  Kalamazoo, 
Michigan  49003. 


Upjohn 


Astepbeyt 

When  it  comes  to  the  organized  destruction  of 
£*  automobiles,  no  one  is  more  dedicated  than  Volvo 

In  crash  tests  spanning  decades,  we've 
rear-ended  Volvos,  front-ended  Volvos,  side- 
swiped  them,  wrapped  them  around  poles,, 
rolled  them  over,  and  dropped  them      j 

unceremoniously  on 

their  roofs.. 


Out  of 
this  destruc- 
tion have 

emerged  some  of  the 

a    most  constructive      I 

ideas  in  the  history 

of  automotive  safety!' 

3-point  seat  belts,*  1 

laminated  safety   I 


id  in  safety 

glass,  back-up  braking  systems,  to  name  just  a  few. 
Today,  these  %lvo  innovations  are  required  by  law 
on  all  cars. 

In  designing  the^blvo  760  GLE,  Volvo  engineers 
have  taken  one  more  giant  leap  forward.  Literally 
They  plunged  five  760s  off  a  loading  dock  to  a 
concrete  floor  45  feet  below. 

What  we  learned  from  the  dummies  strapped 
inside,  together  with  data  collected  from  hundreds 
of  other  crash  tests,  have  helped  make  theWvo 
760  GLE  a  car  that  even  our  safety  engineers  are 
impressed  with.  And  as  you  might  imagine,  thafe 
one  group  mats  not  easily  impressed. 


We  would  like  to  remind  you  that  a  seat  belt  can't  save  your  life  if  you  don't  use  it.  Buckle  up! 


©  1984  VOLVO  QF  AMERICA  CORPORATION 


The  700  Series  by\folvo 


S*ysh 


Why  it  makes  sense  to 

spend  $250,000  on  a  machine 

to  make  a  25$  part. 


The  only  way  to  justify  spending  a 
quarter  of  a  million  dollars  on  a 
Bodine  assembly  machine  is  to 
look  at  what  it  can  save  you  in 
return. 

For  starters,  a  Bodine  machine 
can  save  you  up  to  95%  of  all  your 
small  parts  assembly  costs,  includ- 
ing the  cost  of  direct  labor, 

A  Bodine  machine  can  also  save 
you  indirect  costs.  Like  the  cost  of 
hiring,  training  and  supervising 
new  people.  Stocking  costs.  And 
inventory  costs. 

In  addition,  a  Bodine  machine 
can  give  you  the  flexibility  to  make 
and/or  change  small  parts  in  a  big 
hurry.  So  you  can  react  to  market 
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shifts  almost  as  fast  as  they  occur. 

A  Bodine  machine  can  even  give 
you  100%  inspection  and  verifica- 
tion of  all  parts  and  their  position. 
And  when  you  think  about  the  high 
cost  of  callbacks-not  to  mention 
the  legal  nightmare  of  liability- that 
may  represent  the  greatest  sav- 
ings potential  of  all. 

For  a  few  more  sound  reasons 
why  a  Bodine  machine  makes 
sense,  call  our  Vice  President, 
Frank  Riley  at  (203)  334-3107.  Or 
write  to  him  at  The  Bodine  Cor- 
poration, 317  Mountain  Grove  St., 
Bridgeport 
CT  06605. 


Mm 


nal  or  word  processor. 

"Once  we  have  reached  product 
parity,"  Boyd  says,  "the  Lanier  people 
tell  us  they  can  sell  it.  We  are  doing  a 
lot  of  the  right  things.  We  just  haven't 
quite  gotten  the  right  results."  Boyd  is 
acutely  aware  that  when  it  does  come 
to  market,  well  behind  competitors  as 
it  is,  Harris  will  have  to  produce  first- 
class  product;  hence  his  emphasis  on 
"right  results."  To  compete  in  the 
new  integrated,  automated  office  sys- 
tems, Harris  must  develop  a  series  of 
products  that  are  at  least  as  good  as 
those  at  the  heart  of  the  already  ac- 
cepted Wang,  IBM  and  Digital  Equip- 
ment office  systems. 

So  Harris  has  considerable  catching 
up  to  do  against  some  of  the  toughest 
companies  in  U.S.  industry.  It  must 
also  manage  the  physical  merging  of 
two  companies,  one  of  the  hardest 


"Harris  had  a  culture  that 
was  rooted  in  technology," 
Boyd  says.  "The  next 
growing-up  step  was  to 
combine  this  with  a  large 
sales  organization.  You 
can't  be  a  great  information 
technology  company  unless 
you  master  that." 


parts  of  any  acquisition.  Lanier  sales- 
men, for  one  thing,  will  need  retrain- 
ing when  they  move  from  selling  rela- 
tively simple  equipment  to  selling  < 
complex  systems.  No  easy  task. 

Why  is  Boyd  taking  so  bold  a  gam- 
ble? Wasn't  Harris  doing  well  enough 
as  it  was?  A  soft-spoken  former  pro->i 
fessor  of  electrical  engineering,  Boyd.'; 
seems  to  feel  that  the  merger  is  part  of  >€ 
a  difficult,  but  necessary,  stage  in  his 
so  far  successful  drive  to  keep  Harris  j 
one  of  the  nation's  top  technology  ■: 
companies. 

There  is  a  price,  of  course:  Sales  vm 
Harris'  information  systems  division,  ij 
exclusive  of  Lanier,  were  flat  at  $320 
million  in  fiscal  1984  (ended  June  30), 
and  operating  profits  fell  20%,  fromiil 
$27.7  million  to  $22.1  million.  In  the  j 
quarter  ended  Sept.  30,  Harris  saysj 
there  was  an  additional  "substantial 
decline"   fn   profits   on   information 
systems. 

Harris    is    taking    this    decline   in  I 
stride:    Overall    corporate    earnings 
rose  smartly — to  63  cents  a  share,  j 
from  46  a  year  earlier — in  the  first  j 
quarter  of  fiscal    1985,  because  the 
other  65%  of  Harris'  businesses  are  j 
still  flourishing.  The  costs  of  trying 
to  become  a  major  factor  in  office  ] 
automation  are  sure  to  slow  earnings 
growth,  but  Harris  still  has  a  great  ] 
deal  of  forward  momentum.  ■ 
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HE  TOSHIBA  FS.T. 

PS  WIRED  FOR  EVERYTHING  YOU  CAN  IMAGINE 

vICLUDING  THE  FUTURE. 


:me  people  still  think  a  television  set  is  for  watching  television,  period 
■  At  Toshiba,  we  think  that's  only  the  beginning. 
[  We've  focused  our  enormous  technical  resources  on  turning  the 
imily  TV  set  into  a  family  communications  center.  To  succeed,  we 
ud  to  do  more  than  keep  up  with  today's  video  technology.  We  had 

leap  several  steps  ahead. 

The  result  is  Toshiba's  remarkable  Videologic  Receiver/Monitor. 
E  available  right  now,  yet  it  wires  you  in  to  just  about  every  develop- 
ment that's  likely  to  come  along  in  the  next  decade.  Like  direct 
joadcast  satellite  (DBS), Teletext,  and  countless  other  future  wonders. 

Meantime,  the  Toshiba  Videologic  lets  you  plug  into  home  video 
ovie-making,  stereo  sound,  computer  keyboard  hook-ups,  remote 
jntrolled  access  to  133  cable  stations,  and  every  other  available 
deo  application. 

So  much  for  the  Videologic's  brain.  Now  its  heart:  the  F.S.T. 
-ACKSTRIPE®  picture  tube.  It  provides  the  squarest,  flattest  screen 
,'erfor  a  brighter,  cleaner,  bigger  picture. 
i  The  Toshiba  Videologic  Receiver/Monitor.  It's  your  direct  line 
:o  the  future. 


Simulated  picture 


Inlbuch  withTomorrow 

TOSHIBA 


For  further  information  write  Toshiba  America.  Inc  82TotowaRd  Wayne  New  Jersey  07470  or  Toshiba  Hawaii  Inc    327KamakeeSt  .Honolulu.  Hawaii  96814 


PanAmProii 

The  Arrival  Of  Oul 


y  Announces 
lillion  Dollar  Baby. 


>an  Arris  Putting  A  Million  Dollars  Into  Every  747  We  Fly 
b  Make  Sure  Clipper  Class  Is  The  Business  Class  To  Beat. 


For  an  airline  with  the  world's 
rgest  fleet  of  passenger  747's, 
Lat's  quite  an  expense. 

But  for  an  airline  dedicated  to 
rving  international  business 
ers,  it's  an  investment  in  the 
ture. 

The  money's  going  for  spacious 
(-across  seating,  with  wide  new 
ats  and  more  legroom  than  many 
lines  offer  in  First  Class. 


For  huge  new  overhead  bins 
I  e  times  larger  than  before,  with 
■Dm  for  several  garment  bags 
kd  out  flat. 


For  a  new  state-of-the-art 

video  system  that  provides  bigger, 
brighter,  clearer 
movies,  and 
comfortable  new 
electronic  stereo 
headsets  specially 
designed  for  high 
altitude  hi-fidelity. 
For  a  gracious  new    ^ 

international  meal 

service  created  by  12 

famous  chefs,  and  much, 

much  more. 

It's  Pan  Am's  new 

Clipper®  Class.  And  a 

million  dollars  says    ^ 

it's  the  business  class^ 

to  beat.  ~^&i 

Pan  Am's  New  Clipper  Class. 

^u  Cant  Beat  The  Experience! 
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When  something  is  made  with  love  and  care 
its  always  highly  valued. 


Johnnie  Walker" 
Black  Label  Scotch 

YEARS  y\  «%  OLD I 


It  has  every  right  to  be  expensive. 


SEND  A  GIFT  OF  JOHNNIE  WALKER-  BLACK  LABEL  ANYWHERE  IN  THE  USA  CALL  1  800243-3787  VOID  WHERE  PROHIBITED 
12  YEAR  OLD  BLENDED  SCOTCH  WHISKY  86  8  PROOF   B0TTUP  IN  SCOTLAND  IMPORTED  PY  SOMfRSFT  IMPORTFRS    LTp  .  N  V    NV    c    IQ84 


On  the  Docket 


Not  so  long  ago,  plaintiffs  could  collect 
only  if  they  had  been  physically  hurt.  Now 
they  can  collect  for  hurt  feelings. 

Mrs.  Bosley's 
bull  story 


By  Richard  Greene 


rs.  Mary  Louise  Bosley,  the 
farmer's  wife,  was  a  nervous 
woman.  So  it  should  not 
lave  surprised  anyone  that  she  was 
iadly  shaken  when  a  Hereford  bull 
wned  by  a  neighbor  intruded  on  her 
and  back  in  the  spring  of  1950.  As  her 
laughter  recalled  later,  "I  says,  'Mom, 
ook  out,  there's  a  bull  after  you.'  As 
he  turned  her  head  to  look,  the  bull 
/as  charging  her,  and  she  started  to 
un,  and  as  she  started  to  run,  she 
ollapsed." 

Well,  the  bull  never  caught  up  with 
4rs.  Bosley  because  he  was  distracted 
y  a  dog.  But  she  sued  its  owner  none- 
heless  for  damages  for  shock  and 
ight. 

Mrs.  Bosley  lost.  But  in  1970,  in 

similar  case  (a  runaway  car  in- 

tead  of  a  runaway  bull),  a  judge  de 

ided  the  plaintiff  could  collect,  even 

there  was  no  physical  damage.  Re- 

alling  the  Bosley  case,  the  judge  com- 

lented,     "The     cows     have     come 

ome."  And,  as  far  as  hungry  lawyers 

re  concerned,  the  ship  has  come  in.  A 

'hole  new  field  has  opened  for  costly 

ad  pesky  litigation. 

Historical    standards    for    damage 

wards — actual  physical  damage — are 

illing  by  the  wayside.  More  and  more 

laintiffs  are  collecting  for  emotional 

auma,  often  called  "psychic  dam- 

ges."  While  these  are  the  exception, 

le  trend  strikes  fear  into  the  hearts  of 

)rporate  attorneys.  Liabilities  from 

ich  cases  could  be  horrendous. 

Take  the  case  of  the  chlorinated 

>ilet.  A  railroad  engineer  sued  his 

"nployer,  charging  that  chlorine  gas 

|om  the  latrine  on  his  train  caused 

k  problems.  Although  his  doctor 


also  testified  that  the  difficulty  could 
be  controlled  with  eye  drops,  the 
plaintiff  said  he  was  now  afraid  he 
was  going  to  go  blind.  Largely  to  rec- 
ompense him  for  having  to  live  with 
that  fear,  the  jury  awarded  $153,000 
(the  case  was  later  settled  on  appeal 
for  $133,000). 

That's  penny-ante  stuff  when  you 
consider  the  problems  other  firms 
may  be  confronted  with.  Asbestos 
manufacturers  such  as  Johns-Man- 
ville  face  lawsuits  from  people  who 
claim  to  be  so  frightened  they  might 
someday  develop  cancer  that  their 
lives  have  been  permanently  altered. 
Manufacturers  of  the  drug  DES, 
which  has  been  linked  with  cancer  in 
the  daughters  of  women  who  took  it, 
are  threatened  with  similar  litigation. 

Until  recently,  the  courts  were 
hesitant  to  award  damages  for  emo- 


tional trauma. 

"The  argument  has  been  that  it  was 
too  easy  to  feign  psychic  injury,"  ex- 
plains Leonard  Decof,  a  Rhode  Island 
attorney.  "But  the  courts  recently 
have  been  willing  to  depart  from  that 
old  theory  because  psychic  injury  is 
very  real.  I  had  a  case  where  a  little 
boy  was  run  over  by  a  mail  truck, 
right  in  front  of  his  mother's  eyes,  and 
the  Rhode  Island  Supreme  Court 
ruled  there  could  be  recovery  for  her 
psychic  injuries.  If  a  person  suffers  a 
nervous  breakdown  and  is  treated  in 
an  institution  as  a  result  of  seeing  a 
child  killed,  why  is  that  any  different 
than  having  broken  bones?" 

The  answer  is,  of  course,  that  the 
law  cannot  protect  everybody  from 
everything.  Moreover,  a  broken  bone 
can  be  quantified  and  verified,  where- 
as psychic  trauma  can  be  feigned  or 
exaggerated. 

What's  clearly  needed  are  more  pre- 
cise guidelines  written  into  the  law — 
and  courts  strong  enough  to  enforce 
them  by  severely  punishing  attorneys 
who  try  to  abuse  the  system.  "You've 
got  to  have  a  legislative  solution,"  says 
Paul  Michael  Pohl,  a  partner  at  Jones, 
Day,  Reavis  &.  Pogue,  who  represents  a 
number  of  large  companies.  He  is 
acutely  aware  of  how  willing,  even 
eager,  juries  are  to  reward  the  little 
fellow  at  the  expense  of  those  supposed 
fat  cats.  Says  Pohl:  "It's  going  to  cost  a 
lot  of  people  a  lot  of  money  until 
legislators  get  reasonable." 

A  question  of  privilege 

Does  attorney-client  privilege 
continue  after  a  company  has 
gone  bankrupt?  At  a  time  when  so 
many  companies  are  sinking  into 
Chapter  1 1  and  worse,  this  is  an  in- 
creasingly tough  question  in  both 
law  and  accounting. 

In  1980  John  Notz,  a  Chicago  attor- 
ney, was  the  federal  trustee  for  bank- 
rupt Chicago  Discount  Commodity 
Brokers.  Notz  asked  Chicago  Dis- 
count's counsel,  Gary  Weintraub  of 
Jann,  Carroll,  Sain  &  Dolin,  about  the 
firm's  past  activities.  Weintraub 
wouldn't  answer.  Only  the  managers 
who  had  hired  him,  he  said,  could 
waive  the  attorney-client  privilege 
and  allow  him  to  cooperate. 

The  Commodity  Futures  Trading 
Commission  brought  Weintraub  to 
court  to  compel  him  to  testify.  Even- 
tually the  company  president,  Frank 
McGhee,  owned  up  to  skimming  $3.5 
million  from  the  corporate  coffers. 
McGhee  landed  in  jail.  The  creditors 
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In  New  York  City  a  group  of  bright  school  boys  use  their  classroom  computer 
d  break  into  the  mainframe  of  a  Canadian  corporation.  They  are  only  doing  their 
omework,  but  they  actually  gain  access  to  rare,  classified  information. 

In  San  Francisco  a  computer  technician  working  in  a  major  bank  secretly 
,  rranges  for  over  $11,000,000  to  be  transferred  into  illegal  accounts  in  his  name. 
he  fraud  goes  undetected  until  the  thief  carelessly  boasts  of  his  success. 

Two  isolated  cases?  Not  at  all.  In  fact,  conservative  estimates  put  the  annual 
Dst  of  computer  crime  as  high  as  three  billion  dollars. 

How  do  you  protect  yourself  against  criminals  so  sophisticated  they  can  rob 
ou  from  outside  the  country?  Against  machines  that  can  be  programmed  to  cover 
11  traces  of  illegal  tampering? 

For  over  60  years  the  AIG  Companies  have  been  on  the  cutting  edge  of 
^ery  major  technological  breakthrough.  The  High  Tech  revolution  is  only  the  most 
ecent.  As  one  of  the  world's  leading  insurance  organizations,  it  has  always  been  a 
lajor  objective  of  ours  to  provide  whatever  protection  business  requires  to  move 
eadily  into  the  future. 

Our  engineers  and  underwriters  are  among  the  industry's  most  experienced  in 
•aluating  the  newest  and  most  complex  technological  challenges  industry  can  offer. 

We  know  the  crimes  that  can  be  committed  with  the  use  of  a  computer  are 
;  great  a  concern  as  the  miracles  computers  can  perform.  It  is  our  business  to 
Dvide  the  protection  required  to  insure  that  progress  continues. 

To  learn  more  about  computer  crime  coverages,  write  American  International 
roup  Inc.,  Department  A,  70  Pine  Street,  New  York,  New  York  10270. 


QnceAgain 
THeanswerIsMG. 

1  -:  AIGCOMPAN1FS  American  International  Underunuis.  American  f  lome  Assurance  Co .,  <  -.ommerce  and  industry  Insurance  ( .',.. ,  Natiimal  Union  Fire  Insurance  ( smpany  of Pittsburgh,  Pa. 
\merkan  International  L(e  Assurance  ( :,,  .  North  American  Managery  Neu  r  lamp-hire  Insurance  C :.,  and  mvr  2i0  other  cirmpanks  operating  around  the  wirrld  U>  meet  yimr  msurance  needs. 


TOLL-FREE  SERVICE  FROM 
CANADA  TO  THE  U.S.A. 

It's  AT&T  International  800 

Service  from  Canada.  It  enables 

your  prospects  and  customers  in  Canada 

to  call  you  in  the  United  States  at  no  charge 

to  them. 

And  the  bottom  line  is  this:  AT&T  Inter- 
national 800  Service  from  Canada  can  be 
very  good  for  business.  Your  business. 
Here's  why. 

TAKE  YOUR  ORDERS  FROM 
CANADA  BY  PHONE. 

Is  the  cost  of  marketing  your  goods  in 
Canada  high?  Not  anvmore.  When  you 
set  up  an  AT&T 
International 
800  Service  sys- 
tem, taking  or- 
ders can  be  as 
easy  as  answer- 
ing the  phone. 
No  longer  do  you 
need  to  have  a 

sales  force  in  Canada  in  order 
to  generate  business  from 
Canada.  Your  prospects  sim- 
ply call.  And  in  most  cases 
you  can  get  a  toll-free  number 
that  will  take  calls  from 
both  your  Canadian 
and  U.S.  customers. 
Now  let's  say  that 
you  don't  presently 
offer  your  products 
or  services  to  Canada. 
AT&T  International 
800  Service  is  a  great 
way  to  start  offering  them — all 
with  a  minimum  of  marketing 
costs.  All  with  a  system  so  simple 
that  tracing  a  direct  return  on 
investment  is  a  snap. 

GIVE  CANADA 
FIRST-CLASS  SERVICE. 

Your  present  customers  will  be 
delighted  to  hear  about  your  toll- 
free  hotline,  too.  Any  time  they 


THE 


BUSINESS 

FROM 

CANADA. 


have  a  problem,  all  they  hav 

to  do  is  pick  up  their  phone 

You're  right  there  at  the  othe 

end  of  the  line  to  troubleshoo 

problems,  answer  questions,  f  iel 

inquiries  about  products,  and  check  o 

orders.  And  the  beauty  of  it  is,  when  yo 

head  off  a  problem  quickly,  it  doesn' 

become  so  costly — to  your  customer 

or  to  you.  This  not  only  build 

corporate  profits,  it  build 

customer  loyalty. 

Your  sales  force  will  also  b 

delighted  with  your  AT&T  Inter 

national  800  Service.  It  gives  ther 

an  important  customer-service  seh 

ing  point  whe 

they're  ou 

looking  fc 

new  busines: 

FIND  OUi 

MORE.CALI 

TOLL  FREI 

1  800  222-040C 

The  sooner  you  learn  hov 
AT&T  International  80 
Service  can  help  you,  th 
faster  you'll  profit.  So  ca; 
your  Account  Executive  < 
AT&T  Communications  no'i 
or  call  the  toll-fre 
number  above  fcf 
more  information 
Ask  about  the  fea- 
tures avai  lab 
with  AT& 
Advanced  8C 
Service,*  to< 
AT&T  also  has  plenty  of  otM 
international  services  you  ca 
profit  from.  Services  like  AT& 
International  800  Service  froM  I 
France,*  facsimile  transmission 
private  line  service,  audio  teleconfe   " 
encing,  and  video  teleconferencing  - 
Call  today.  You'll  see  ho  J  - 
ringing  in  the  business  can  ringu-L 

the  prof  it  h 


AT&T  INTERNATIONAL  800  SERVICE 


Tendinu  FCC  appro' 


AT&T 


International  Service 

to  and  from  Continental  US 


c  1984  AT&T  Commumcatio 


■ 
v. 


On  the  Docket 


have  received  $6.5  million  on  $10 
million  in  claims. 

But  Weintraub's  refusal  to  answer 
provoked  a  donnybrook  over  attor- 
ney-client privilege.  Last  month  the 
U.S.  Supreme  Court  agreed  to  hear 
Commodity  Futures  Trading  Commis- 
sion v.  Weintraub. 

Notz  and  the  CFTC  argue  that  a 
corporation's  counsel  is  beholden  to 
the  corporation,  and  in  a  bankruptcy 
the  trustee  stands  in  the  shoes  of  the 
corporation.  Says  Notz,  "I  felt  I  had 
control  of  the  corporation's  public  as- 
sets, and  that  attorney-client  privilege 


was  a  corporate  asset  I  wanted  very 
badly  to  control." 

Weintraub  argues  this  stretches  the 
lav  dangerously.  "Nowhere  in  the 
bankruptcy  code  does  it  say  that  privi- 
lege to  a  prebankruptcy  communica- 
tion passes  to  a  bankruptcy  trustee," 
he  points  out. 

In  either  voluntary  or  involuntary 
bankruptcy,  Weintraub  says,  allowing 
the  trustee  to  waive  attorney-client 
privilege  would  effectively  provide  ac- 
cess to  everything  an  attorney  dis- 
cussed with  his  corporate  employers. 

Worse  than  that,  he  says,  is  the 
power  a  government  victory  could 
give  trustees  in  individual  bankrupt- 
cies. Already  a  circuit  court  has  cited 


With  interest  rates  so  volatile,  the  invest- 
ment bankers  are  offering  more  than  plain 
vanilla  bonds.  Put  bonds,  for  example. 

Bonds  in 
many  flavors 


Volckerized 


Bonds  were  more  stable  than  stocks  until  October  1979,  when  Paul 
Volcker  switched  to  monetarism.  Now  interest  rates  fluctuate  more 
widely  up  and  down,  making  bond  prices  fluctuate  down  and  up. 
This  chart  shows  the  volatility,  based  on  daily  price  changes,  of 
stocks  and  long-term  Treasury  bonds. 
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earlier  progovernment  rulings  permit- 
ting waiver  of  attorney-client  privi- 
lege in  corporate  cases,  and  applying 
the  principle  to  the  case  of  a  sole 
proprietorship.  That  means,  Wein- 
traub says,  that  if  you  declare  individ- 
ual bankruptcy,  the  trustee  could  find 
out  every  dark  and  deep  secret  you 
ever  confided  to  your  lawyer,  even  if  it 
had  nothing  to  do  with  your  finances. 
The  CFTC  says  the  Supreme  Court 
should  be  able  to  separate  corporate 
from  individual  bankruptcies  when  it 
comes  to  the  issue  of  privilege.  Let's 
hope  so.  If  the  Court  does  not  keep 
that  distinction  in  mind,  you  may 
have  to  stay  solvent  to  keep  your  law- 
yer silent.— Christopher  Power 


By  Robert  McGough 

Put  bonds  have  become  the  rage  on 
Wall  Street.  These  securities,  combin- 
ing straight  debt  with  a  fancy  put  op- 
tion, offer  some  interesting  specula- 
tions on  interest  rate  swings.  The  op- 
tion comes  at  a  price,  of  course,  but 
the  pricing  so  far  seems  attractive  for 
the  investor. 

Some  smart  institutions  and  indi- 
viduals have  eschewed  plain  vanilla 
bonds  for  this  alternative,  which  gives 
the  buyer  the  option  of  unloading  the 
bond  at  par  before  maturity.  No  won- 
der: Bonds  were  more  volatile  than 
stocks  in  the  first  two  years  of  this 
decade,  and  they  are  likely  to  end  this 
year  with  a  record  almost  as  volatile 
as  stocks  (see  chart).  The  more  uncer- 
tain bond  prices  are,  the  more  valu- 
able are  bond  options. 

This  means  good  sales  for  the  in- 
vestment bankers  underwriting  put 
bonds.  In  1978,  the  first  year  put 
bonds  were  tracked  by  Securities  Data 
Co.,  a  New  York  financial  data  firm, 
there  were  only  ten  deals,  which 
raised  $346  million.  In  1984,  with  a 
wide  variety  to  choose  from,  64  issues 
of  corporate  put  bonds  had  been  un- 
derwritten through  mid-November, 
raising  close  to  $10  billion.  The  mu- 
nicipal market  is  even  bigger:  So  far 
this  year  342  issues  have  raised  some 
$12.6  billion. 

A  pure  put  bond  resembles  straight 
debt  except  in  one  important  respect. 
The  investor  gets  to  second-guess  his 
investment,  say  five  years  into  the  life 
of  a  ten-year  bond.  If  the  bond  still 
looks  good,  he  can  hold  it  the  remain- 
ing five  years  to  maturity.  But  if  inter- 
est rates  have  gone  up,  giving  him  a 
below-market  return,  the  investor  can 
"put"  the  bond  back  to  the  issuer  and 
receive  his  entire  principal  back.  Had 
he  sold  a  conventional  bond  into  the 
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How  to  get 
Olympic  coins 
in  time  for 
holiday  giving. 

Plus  get  two  free  valuable  bonus 
gifts  for  placing  your  order  with 
PandaAmerica. 

PandaAmerica  has  Olympic  coins  for 
immediate  Holiday  delivery,  with  no  6 
to  8  week  delay.  Simply  mail  the  cou- 
pon or  phone  in  your  order  today. 
Once  your  credit  is  verified  the  coins 
go  out  along  with  your  free  gifts. 

FREE  Gift-Official  U.S.  Track  and 
Field  Team  Bronze  Medallion. 
FREE  Gift— Subscription  to  newslet- 
ter "Olympic  Coin  Price  Trends"  with 
information  on  how  well  your  invest- 
ment in  Olympic  coins  is  doing. 
Get  full  details  of  Olympic  coins  from 
U.S.  Treasury  ad  appearing  in  this 
publication.  Then  mail  coupon  below 
or  phone  PandaAmerica,  appointed 
by  The  U.S.  Treasury  as  an  Official 
Olympic  coin  distributor. 


HOLIDAY  EXPRESS  ORDER  FORM 


PandaAmerica.  Malaga  Cove  Plaza.  426  Via  corta. 
Suite  300.  Palos  Verdes  Estates.  CA  90274 

Total 
Ouan    Option    Item Each      Price 


3 

Three  Coin  Sel 

S416 

I 

I9B3  S  Silver  Prool 

32 

10 

1984  S  Silver  Prool 

32 

2 

1983  &  1984  S  Silver  Proof  Set 

64 

16 

1984  W  Proof  Gold  Eagle 

352 

17 

1984  P  Prool  Gold  Eagle 

352 

18 

1984  S  Prool  Gold  Eagle 

352 

19 

1984  D  Prool  Gold  Eagle 

352 

20 

1984  W  Uncirc  Gold  Eagle 

339 

12 

Six-Coin  Collectors  Set 

850 

5 

Six-Coin  Cherry  Display  Case 

40 

TOTAL 

Special  Handling 

$4  00 

GRAND  TOTAL 

Method  ol  payment  I"  Check  I  1  Money  Order  !    Visa  1    MasterCard 
Account  No 

1      1      1      1      1      1      1      1 II 

Eip  Date 


Offer  void  in  Canada 


Very  Important  -  Please  Read  Yes  please  accept  my  order  lor  Olympic 
coins  I  understand  all  sales  are  final  and  not  subicct  lo  relund  My 
coins  will  he  delivered  registered  mail  and  may  he  in  multiple  ship- 
ments My  ordci  placed  by  credit  card  will  be  charged  immediately  lo 
my  account  and  may  result  in  hnance  chaiges  or  other  lees  prior  lo 
delivery  ol  coins 


Name. 


Address. 
City 


.State. 


.Zip. 


Signature 

For  credit  card  orders  Phone:  1-800-472-5018; 
1-800-4  PANDAS;  In  California:  213  378-9427 
California  residents  add  6' ;%  sales  tax.         F 
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It  helps  to  think  of  put  bonds  as 
the  right  to  buy  something.  Seen 
this  way,  a  ten-year  put  bond  is  a 
five-year  bond  with  the  right  to  buy, 
in  1989,  another  bond  at  an 
interest  rate  set  today,  "It's 
basically  afive-year  security  with 
a  call  on  a  second  five-year 
security,"  says  First  Boston's 
Curtis  Welling.  But  to  pay  for  this 
option  you  give  up  some  yield. 


market  under  those  conditions,  he 
would  have  gotten  perhaps  only  80  or 
90  cents  on  the  dollar. 

In  a  sense,  the  put  bond  is  a  bond 
with  some  protection,  the  right  to  sell 
the  bond  at  face  value  later.  But  it 
helps  to  think  of  put  bonds  from  the 
opposite  perspective,  the  right  to  buy 
something.  Seen  this  way,  a  ten-year 
put  bond  is  a  five-year  bond  with  the 
right  to  buy,  in  1989,  another  bond  at 
an  interest  rate  set  today.  "It's  basical- 
ly a  five-year  security  with  a  call  on  a 
second  five-year  security,"  says  First 
Boston  Vice  President  Curtis  Welling. 

The  bond  call  isn't  free.  To  pay  for 
this  option,  you  give  up  some  yield.  In 
October,  Chrysler  Financial  Corp.  is- 
sued $200  million  of  13.25%  notes 
due  in  1999,  with  a  put  exercisable  in 
1989.  The  coupon  on  a  comparable 
straight  five-year  note  for  Chrysler  Fi- 
nancial would  have  been  13.95%.  For 
a  chance  to  take  a  peek  at  the  bond 
market  in  five  years,  you  are  losing 
0.7%  in  annual  yield  for  the  next  five 
years.  That  adds  up  to  $35  in  lost  yield 
per  $1,000  bond  between  now  and 
1989  (or  $48,  with  compounding). 

But  that  $48  investment  could  yield 
a  lot  of  profit.  If  interest  rates  on  inter- 
mediate-term Chrysler  Financial  debt 
fall  from  nearly  14%  in  October  to 
10%  in  1989 — not  inconceivable  if  in- 
flation stays  low — then  the  call  op- 
tion will  be  worth  $203.  That  is,  the 
investor  would  not  ask  Chrysler  Fi- 
nancial for  his  $1,000  back,  but  in- 
stead would  hold  on  to  what  would 
have  become  a  plain  13.25%  bond  due 
in  1999.  Under  the  assumption  of  a 
market  in  which  new  bonds  yield 
10%,  the  ones  with  a  13.25%  coupon 
would  be  worth  $1,203  each. 

Suppose  the  market  goes  neither  up 
nor  down.  In  this  case,  the  right  to 
continue  collecting  13.25%  is  worth- 
less. The  investor  asks  for  his  $1,000 
back  and  is  simply  out  the  $48  in 
foregone  yield.  A  modest  enough 
price  for  the  protection  afforded. 

You  can  see  the  appeal  for  the  issu- 
er:  Chrysler  gets  to  issue  a  lower- 


yielding  bond.  That  saving  helps 
Chrysler's  bottom  line  today,  while 
the  hidden  cost — the  risk  that  it  will 
be  stuck  paying  too  much  interest  in 
the  1990s — is  left  for  another  genera- 
tion of  managers  to  worry  about. 

But  not  all  put  bonds  are  this  good. 
Merrill  Lynch,  which  helped  under- 
write the  Chrysler  deal,  has  offered 
some  seven-year  Houston  Natural 
Gas  bonds  with  a  put  in  1986.  The 
usefulness  of  the  put  is  offset  by  the 
issuer's  right  to  cancel  the  bonds  be- 
ginning in  1988.  You  still  have  protec- 
tion if  rates  rise.  But  you  don't  win  if 
interest  rates  drop,  because  then 
HNG  calls  the  bonds  away  from  you 
in  order  to  refinance  at  the  lower  rate. 
"That  really  takes  the  gas  out  of  it," 
says  an  investment  banker.  "Extenda- 
ble" bonds,  allowing  both  borrower 
and  investor  to  opt  out  at  certain  peri- 
ods, are  similar. 

Individuals  and  their  proxies,  tax- 
exempt  money  funds,  have  been  par- 
ticularly heavy  buyers  of  tax-exempt 
put  bonds.  Most  of  these  have  been  a 
hybrid  of  long-term  maturities  and 
short-term  yields,  because  of  uncer- 
tainties about  the  future  of  the  mar- 
ket. The  uncertainties  here  involve 
not  only  interest  rates  but  also  the 
question  of  who  will  have  access  to 
the  municipal  market.  Corporations 
are  unsure  how  much  longer  they  will 
be  able  to  issue  tax-free  bonds  to  fi- 
nance pollution  control,  "industrial 
development"  and  other  projects. 

So  issuers  would  like  to  sell  bonds 
for  as  long  a  term  as  possible,  but  the 
uncertainties  make  this  expensive.  In 
the  tax-exempt  market,  demand  is 
heavy  on  the  short-term  side.  This 
imbalance  depresses  short-term  rates 
and  raises  long-term  rates.  The  yield 
curve  is  steep,  with  yields  from  5.5% 
for  short  notes  to  1 1  %  for  some  long 
issues.  Hence  the  hybrids — long-term 
bonds  with  early  puts. 

It  boils  down  to  this:  It  is  a  buyer's 
market  as  far  as  bonds  are  concerned, 
and  issuers  have  to  go  out  of  the  way 
to  make  their  wares  attractive.  ■ 
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Announcing  the  last 
Olympic  closing  ceremony. 


The  United  States  Treasury  would 
like  to  offer  all  Americans  a  final 
opportunity  to  purchase  one  of  the 
most  historic  commemorative 
coin  issues  in  history— Olympic 
Commemorative  Coins.  Orders 
for  these  coins  postmarked  later 
than  January  18, 1985,  will  be 
returned.  After  that  date  the 
Olympic  Commemorative  silver 
dollars  and  Ten  Dollar  Gold 
Eagles,  like  the  cheers  from  Los 
Angeles  that  echoed  around 
the  world,  will  become  history. 

Never  before  in  our  history  have  silver 
and  gold  coins  been  created  with  such 
unique  attributes,  beauty  and  scarcity. 

This  is  the  ideal  Olympic  coin  speci- 
men set,  with  a  representative  proof 
sample  of  all  coin  designs:  the  1983S 
Discus  Thrower  silver  dollar;  the 
1984S  Coliseum  silver  dollar;  and  the 
1984W  Gold  Eagle.  The  dollars  are 
not  clad  coins,  but  classic  cartwheel 
silver  dollars  made  from  .900  fine 
i silver.  The  Olympic  Gold  Eagle  is  90% 
gold  bullion. 


The  uncirculated  1983P  Discus 
IThrower  and  1984P  Coliseum  silver 
[dollars  are  the  least  expensive  U.S. 
[Olympic  coins.  A  prized  possession 
[thanks  to  their  low  mintage  and  their 
historic  importance. 


anon 

Jhe  1983S  and  1984S  Proof  silver 
;  dollars  are  the  first  U.S.  silver  dollars 
created  to  commemorate  the 


Olympics.  These  90%  silver  coins  are 
minted  using  a  hand-fed  process 
that  produces  coins  with  special  depth 
and  beauty.  They  may  be  purchased 
separately  or  in  a  two-coin  set. 


•  r 


The  Olympic  Gold  Eagles  meet  all  the 
criteria  associated  with  fine  collec- 
tibles. They  are  the  first  U.S.  gold  coins 
issued  since  1932.  The  first  to  com- 
memorate a  U.S.  Olympics.  The  "W" 
West  Point  mint  mark  is  the  first  new 
mint  mark  in  over  130  years.  Note  the 
limited  maximum  issue  (150,000  each) 
of  the  proof  coins  struck  at  the  Phila- 
delphia (P),  San  Francisco  (S)  and 
Denver  (D)  mint  facilities.  The  "W"  un- 
circulated Gold  Eagle  is  also  a 
limited  issue  (190,000). 


lars.  The  1984  Collector's  Set  contains 
the  1984P,  S&D  uncirculated  silver 
dollars.  While  the  uncirculated  '83P 
and  '84P  silver  dollars  may  be  pur- 
chased individually.  The  coins  struck  in 
Denver  and  San  Francisco  are  avail- 
able only  in  three-coin  Collector  sets. 
The  sharply  limited  mintage  of  these 
1983  and  1984  S  and  D  coins  ensures 
that  these  sets  will  be  among  the 
most  rare  and  desirable  of  all  the  U.S. 
Olympic  coins. 


The  1983  Collector's  Set  contains  the 
1983P,  S&D  uncirculated  silver  dol- 


The  Six-Coin  Olympic  Collectors  Set 
contains  both  the  uncirculated  and 
proof  silver  and  gold  '83  and  '84  coins. 
Availability  of  the  collection  is  limited 
because  it  contains  the  1984W  un- 
circulated, Gold  Eagle.  It  is  the  first  and 
only  uncirculated  Gold  coin  to  bear 
the  "W"  mint  mark,  and  its  mintage  is 
limited  to  only  190,000.  The  set  is 
elegantly  packaged  in  a  cherry  wood 
display  case. 


MAIL  ORDERS  TO:  THE  UNITED  STATES  MINT,  P.O.  BOX  6766, 
SAN  FRANCISCO,  CA  94101 
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OUAN. 

OPTION 

ITEM 

EACH 

TOTAL 
PRICE 

3 

Three-Coin  Proof  Set 

$416  00 

6 

1963  Collector's  Set 

89  00 

11 

1984  Collector's  Set 

89  00 

8 

1983P  Uncirc.  Silver  Dollar 

28  00 

9 

1984P  Uncirc  Silver  Dollar 

28.00 

1 

1983S  Silver  Proof 

32  00 

10 

1984S  Silver  Proof 

32  00 

2 

1983S&1984S  Silver  Proof  Set 

64  00 

16 

1984W  Proof  Gold  Eagle 

352  00 

QUAN. 

OPTION 

ITEM 

EACH 

TOTAL 
PRICE 

17 

1984P  Proof  Gold  Eagle 

$35200 

18 

1984S  Proof  Gold  Eagle 

352  00 

19 

1984D  Proof  Gold  Eagle 

35200 

20 

1984W  Uncirc.  Gold  Eagle 

339  00 

12 

Six-Coin  Collector's  Set 

850  00 

5 

Six-Coin  Cherry  Display  Case 

40.00 

TOTAL 

Shippings  Handling 

$2  00 

GRAND  TOTAL 

VERY  IMPORTANT-PLEASE  READ:  Yes,  please 
accept  my  order  for  Olympic  corns  I  understand  All 
sales  are  ftnal  and  not  subject  to  refund,  and  verifi- 
cation of  my  order  will  be  made  by  the  Department 
of  the  Treasury,  The  United  States  Mint  My  coins  will 
be  delivered  registered  mail  and  may  be  in  multiple 
shipments  My  order  placed  by  credit  card  will  be 
charged  immediately  to  my  account  and  may  result 
in  finance  charges  or  other  fees  prior  to  delivery  of 
coins  I  understand  orders  will  be  processed  as  they 
are  received,  and  it  bullion  prices  rise  significantly, 
the  Mint  has  the  nghf  to  discontinue  order  accept- 
ance Once  my  order  is  accepted  however  it  will  not 
be  cancelled  (or  that  reason  I  have  read,  understand 
and  agree  to  the  above 


Method  of  payment   Q  Check  n  Money  Order  H  VISA  G  MasterCard 


II  1  1  1  1  1  1  1  1  1  1  1  1  1  1  II  1  1  1  1 

Account  No 
Namo 

City 

Slate 

7ip 

Signature 
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<  SUPPORT  THE  HOME  TEAM. 


'*LA  Olympic  Organising  Committee 


Allow  6  to  8  weeks  lor  delivery.  P.S&D  Gold  Eagles  will  be  shipped  through  February  1985.  To  place  a  credit  card  order  call  loll  free  your  nearest  Official  Olympic  Coin  Distributor: 
PandaAmerica  Corp.  (CA)  1-800-472-6327  •  Numismatics  Ltd.  (CA)  1-800-421-0678  •  Manfra  Tordella  &  Brookes  Inc.  (NY)  1-800-223-5818  •  Paramount  Corp.  (FL)  1-800-327-9853. 


A  bet  on  Northrop  Corp.  is  a  bet  on  the 
success  of  the  Stealth  bomber  program. 


Better  luck 
this  time 


By  Roger  Neal 


T|  homas  Victor  Jones,  the  brash 
chief  executive  of  Los  Angeles' 
$3.6  billion  (sales)  Northrop 
Corp.,  has  more  problems  with  poli- 
tics than  he  does  with  technology.  In 
1980  President  Jimmy  Carter  told 
U.S.  defense  contractors  that  the  gov- 
ernment wanted  an  intermediate  ex- 
port fighter  jet  to  supply  U.S.  allies, 
notably  Taiwan — "intermediate" 
meaning  not  advanced  enough  to  up- 
set Peking.  Northrop  went  ahead  and 
designed  an  excellent  plane.  The  F-20 
is  a  low-cost,  easy-to-maintain,  work- 
horse fighter  with  no  pretensions  to 
air  superiority. 

Would  the  Pentagon  fund  the 
plane?  No,  but  it  would  help  promote 
it  to  the  Taiwanese  and  to  other  U.S. 
allies  (to  whom  the  Administration 
preferred  not  to  sell  such  sophisti- 
cated front-line  fighters  as  General 
Dynamics'  F-16  or  McDonnell  Doug- 
las' F-15).  Jones  bravely  plowed  ahead. 
Four  years  and  $728  million  later,  the 
first  F-20s  are  ready  to  roll  off  North- 
rop's  line  in  Hawthorne,  Calif.  The 
export  price:  $11.4  million,  vs.  $12.3 
million  for  an  F-16. 

Jones  figured  the  world  would  buy 
2,500  of  the  F-20s. 

The  F-20's  predecessor,  the  enor- 
mously successful  F-5,  had  been  ex- 
ported in  volume  to  the  South  Viet- 
namese air  force,  Saudi  Arabia  and 
other  allies,  and  had  reached  the  end 
of  its  product  cycle. 

But  politics  intervened  to  hurt  the 
F-20.  Ronald  Reagan  replaced  Jimmy 
Carter.  President  Reagan  bent  to  pres- 
sure from  Peking  and  refused  Taiwan 
permission  to  buy  Jones'  F-20s.  Rea- 
gan bent  the  other  way  to  Pakistan, 
South  Korea,  Venezuela,  Turkey  and 
even  to  Greece,  with  its  overtly  anti- 
U.S.  foreign  policy.  Reagan's  Admin- 
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istration  said  these  countries  could 
buy  the  more  advanced  FT 6s.  Good- 
bye to  a  lot  of  potential  Northrop  cus- 
tomers. The  F-20  market  virtually 
disappeared. 

Everyone  agrees  the  F-20  does  ev- 
erything Jones  promised  it  would,  and 
at  the  price  he  promised.  But  generals 
tend  to  puc  performance  first  and  eco- 
nomic  efficiency   second.    Northrop 


Northrop  CEO  Thomas  Jones 
Dependent  as  ever  on  politics. 

has  yet  to  sell  a  single  F-20. 

So,  is  Northrop  washed  up?  Not 
washed  up,  but  as  dependent  as  ever  on 
politics.  There  is  a  side  to  the  company 
that  Northrop  is  forbidden,  for  nation- 
al security  reasons,  to  talk  much 
about — namely,  its  involvement  in 
the  $30  billion  Advanced  Technology 
Bomber  (or  Stealth)  program.  Accord- 
ing to  Wolfgang  Demisch,  a  respected 
defense  analyst  with  First  Boston, 
Stealth  may  contribute  between  $800 
million  and  $1  billion  to  Northrop's 
revenues  this  year. 

The  Stealth,  designed  to  penetrate 
enemy  airspace  without  radar  detec- 
tion, is  top  secret.  But,  according  to 
Aviation  Week,  Stealth's  R&D  funding 
will  total  $7  billion  from  1982  to 
1987,  with  most  of  the  spending  oc- 
curring between  1984  and  1987. 

As  prime  contractor  on  Stealth, 
says  First  Boston's  Christopher  De- 


misch, Northrop  stands  to  get  some 
60%  of  that  $7  billion.  The  R&D 
work  is  at  cost,  plus  8% .  So  Northrop 
could  earn  around  $335  million  pre- 
tax— about  $7.30  a  share — from 
Stealth  R&D.  The  stock  currently 
sells  at  35. 

Northrop's  really  big  Stealth  mon- 
ey, however,  would  come  when 
Stealth  enters  the  procurement  stage. 
Procurement  is  scheduled  to  begin  in 
1986,  when  the  Pentagon  spends  $100 
million.  Then,  the  spending  climbs 
steeply:  $600  million  in  1987,  $2.5 
billion  in  1988,  $4.2  billion  in  1989 
and  $5.2  billion  in  1990. 

How  much  of  that  will  Northrop 
get?  No  one  who  knows  is  saying,  but 
of  Stealth's  four  key  contractors  (Nor- 
throp, Boeing,  LTV/Vought  and  Gen- 
eral Electric's  aircraft  engine  group), 
Northrop  has  the  major  share. 

Foreign  sales  have  declined  steadily 
since  1977,  to  25%  last  year.  Domes- 
tic business,  Stealth  included,  is  keep- 
ing Northrop  afloat.  Another  key 
Northrop  contract,  the  F/A-18  on 
which  McDonnell  Douglas  is  the 
prime  contractor,  accounted  for  21% 
of  sales  last  year. 

Financially  there  is  nothing  wrong 
with  the  domestic  business.  North- 
rop's earnings  surged  from  nearly 
break-even  in  1982  to  $2.21  a  share 
last  year.  Wall  Street  figures  the  com- 
pany will  earn  over  $3.25  this  year. 

But  Stealth  is  nothing  if  not  contro- 
versial. The  heavily  funded  competi- 
tion between  the  Stealth  and  the  B-l 
bomber  has  already  led  to  congres- 
sional attacks  on  Stealth  funding. 
Senator  Sam  Nunn  (D-Ga.)  has  re- 
stored funding.  But  the  B-l  program  is 
likely  to  be  extended  beyond  its  1986 
target  into  the  1990s.  That  could  push 
back  or  cut  those  large  procurement 
funds  set  aside  for  the  Stealth.  So, 
Northrop's  Washington  lobbyists 
have  their  work  cut  out. 

What  about  the  F-20  and  the  $728 
million  that  Jones  has  so  far  lavished 
on  it — with  another  $195  million  to 
come?  "The  window  on  the  F-20  is 
closing,"  says  Wolfgang  Demisch.  He 
says  the  sooner  Jones  concedes  defeat 
on  the  F-20  the  better:  Jones  has  ex- 
pensed every  penny  of  the  plane's  cost, 
so  there  are  no  nasty  writedowns  lurk- 
ing. In  fact,  if  Jones  dropped  the  plane, 
$198  million  ($4.30  per  share)  in  F-20 
development  costs  would  evaporate 
and  flow  into  pretax  earnings  in  com- 
ing years.  Jones  isn't  yet  conceding 
defeat.  "We'll  only  go  into  production 
when  we  incur  adequate  sales,"  he 
says.  "A  company  should  not  dive  into 
a  pool  without  water." 

He's  hoping  there's  plenty  of  water 
in  the  Stealth  pool.  ■ 
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Warning:  The  Surgeon  General  Has  Determined 
That  Cigarette  Smoking  Is  Dangerous  to  Your  Health. 


Surprising  richness,  yet  99%  tar-free. 


Meeting  Japan's  Challenge 
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Here's  a  phone  you  can  take  to  work,  to  the  golf  course  or  to  lunch.  Motorola's 
hand-held  cellular  portable  is  a  true  portable,  reflecting  the  most  innovative  cellular 
technology  in  production  anywhere  in  the  world  today. 

It  is  also  self-powered,  self-contained,  weighs  only  30  ounces,  and  can  call  any 
other  telephone  in  the  world,  from  any  U.S.  city  with  cellular  service.  In  short,  it's 
unmatched  for  convenience,  unsurpassed  in  cellular  electronics,  and  unavailable 
from  Japan. 

In  the  United  States  today,  cellular  telephone  service  is  becoming  a  reality  on  a 
city-by-city  basis.  As  systems  are  installed,  the  remarkable  mobile  telephones  you've 
been  hearing  about  are  being  introduced.  These  telephones  open  new  possibilities 
in  personal  communication  and  are  being  enthusiastically  received. 

And  we  are  now  delivering  the  most  innovative  cellular  telephone  of  all,  the 
amazing  portable.  As  this  instrument 
becomes  more  and  more  popular,  a  quiet 
revolution  in  personal  communication 
will  occur. 

The  cellular  age  is  the  realization  of 
a  plan  we've  been  working  on  for  14 
years.  The  result  will  soon  be  all  around 
us.  Already  some  new  car  manufac- 
turers are  listing  cellular  telephones  as 
accessories. 

We'll  soon  see  personal  telephones 
n  boats,  briefcases,  and  perhaps  even 
Dockets.  And  the  smaller  and  lighter 
j:hese  units  are,  the  more  convenient 
hey '11  be.  The  Motorola  portable  already 
Decomes  the  smallest  mobile  cellular 
Dhone  of  all,  when  used  with  its  vehicle 
adapter. 

This  remarkable  telephone  fairly 
ibounds  with  technological  breakthroughs  in  miniaturization.  More  than  20  distinc- 
ively  different  patents  are  represented  in  its  ultra-compact  design. 

Motorola  is  no  stranger  to  mobile  communications.  Over  the  years,  we've  built 
nore  mobile  telephones,  two-way  radios  and  pocket  pagers  than  any  other  company 
n  the  world.  Our  preeminence  in  these  areas  and  in  cellular  technology  may  surprise 
)eople  who  habitually  expect  such  leadership  from  the  electronics  companies 
)f  Japan. 

But  leadership  in  any  field  is  the  result  of  commitment,  talent,  liming  and  investment. 

The  proof  of  that  is  in  the  picture.  For  more  information,  call  1-800-752-4752. 
i  Illinois,  1-800-942-8284. 

pn)  MOTOROLA  A  World  Leader  in  Electronics. 


Now  you  can  take  it  with  you! 


Quality  and  productivity  through  employee  participation  in  management. 

©1984  Motorola  Inc     Motorola  and  (W)  are  registered  trademarks  of  Motorola,  Inc 
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In  which  a  liberal  gropes  for  alternatives  to 
the  failed  social  welfare  programs  and 
neo-Keynesianism. 


Ends  and  means 


By  James  Cook 


Iike  a  lot  of  liberals  these  days, 
_  Robert  Kuttner  has  trouble  rec- 
I  onciling  his  concern  for  the 
poor  and  the  disadvantaged  with  the 
failure  of  most  of  the  means  that  have 


been  adopted  to  realize  it.  Kuttner  is 
an  economist  by  training  and  a  jour- 
nalist by  profession — a  contributing 
editor  of  The  New  Republic  and  a  col- 
umnist for  the  Boston  Globe.  Like  a  lot 
of  liberals  he  has  just  written  a  book 
trying  to  work  out  his  problems.  The 


Etono-journalist  Robert  Kuttner  in  Washington,  DC. 

Better  $20  billion  creating  jobs  than  subsidizing  unemployment. 
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Economic  Illusion:  False  Choices  Be- 
tween Prosperity  and  Social  Justice  is  the 
title  of  the  book,  and  that  pretty  much 
says  it  all. 

Kuttner:  To  me,  it's  absolutely  bizarre 
that  people  are  saying  we  have  to  low- 
er our  living  standards,  because  we  are 
in  an  unprecedented  period  of  innova- 
tion. These  new  technologies  ought 
to  mean  a  cornucopia  of  physical 
goods.  Why  does  it  have  to  mean  a 
poorer  society? 

Maybe  because  people  worry  more 
about  our  dying  industries  than  those 
that  will  shape  the  economy  of  tomorrow. 
Kuttner.  Exactly.  I  think  the  whole  pre- 
occupation with  industrial  policy  as  a 
theme  is  dead  wrong.  I  think  the  pre- 
occupation ought  to  be  full  employ- 
ment, retraining,  enough  work  to  go 
around.  Let  industry  be  as  productive 
as  it  can  possibly  be,  and  then  figure 
out  where  you  are  going  to  put  people 
to  work. 

I  think  American  liberals  went  off 
the  track  when  they  opted  for  income 
transfers  rather  than  full  employment 
as  the  centerpiece  of  their  economic 
strategy.  Means-test  income  transfers 
are  very  destructive.  You  create  a  sep- 
arate welfare  class,  which  is  encour- 
aged to  become  dependent. 

When  you  simply  use  macroeco- 
nomic  stimuli,  you  don't  get  the  de- 
sired results,  either.  Instead,  you  pro- 
duce a  full  employment  that  is  infla- 
tionary. I  think  you  can  get  full 
employment  by  using  microeconomic 
devices.  The  government  spent  about 
$30  billion  in  1983  on  unemployment 
compensation.  We  pay  people  not  to 
work.  The  Swedes  spend  about  90% 
of  their  labor  market  outlays  on  wage 
subsidies  that  can  be  used  to  attract 
new  industry  and  new  jobs.  As  a  re- 
sult they  have  never  had  more  than 
4%  unemployment,  except  in  one 
month,  since  the  war. 


i 
l 


i 
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Wouldn't  this  involve  so  radical  a  dis- 
ruption of  the  current  system  as  to  make 
it  unfeasible?  Aren  't  job  retraining  and 
wage  subsidies  an  invitation  to  evetybody  ■ 
and  his  brother  to  dip  into  one  of  the  I 
biggest  por/g  barrels  in  American  history? 
Kuttner:  Well,  we  spend  about  $30  bil- 
lion a  year  on  social  subsidies  now. 
And  about  $28  billion  of  that  is  unem- 
ployment compensation.  The  whole 
U.S.  Employment  Service  has  become 
a  kind  of  cynical  paper  chase  where 
you  have  to  go  through  the  motions  of 
looking  for  a  job  in  order  to  get  unem- 
ployment comp.  Employers  don't  list 
decent  jobs  with  the  USES  anymore. 
People  don't  go  to  the  USES  expecting 
to  find  a  job.  I  would  like  to  spend  the 
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Easy  Link  Does  For  Mail 
mat  Instant  Did  For  Coffee. 


EasyLink 

cormore  information  can 
1800-554-7000 


When  coffee  turned 

stent,  it  ended  the  wait. 

Now,  thanks  to 
estern  Union's 
isyLink5M  service, 
e  wait  for  your 
ail  is  over  too. 

All  you 
'  ed  is  access 
|  a  personal 
j  mputer, 
>rd  proces 
r,  or  for  that  matter 
y  equipment  able  to  communicate  over  the  tele- 

Sone,  and  you're  ready  for  the  hottest  new  instant. 
syLink  Instant  MaiF  service. 

in  the  time  it  takes  to  boil  water. 

EasyLink  can  have  your  legal  brief  in  Los 
geles.  Your  invoice  in  Indianapolis.  Your  report 
Rochester. 

In  fact,  with  EasyLink  you  can  send  almost  any 
|>e  or  length  correspondence  to  any  personal  corn- 
ier or  word  processor  on  the  EasyLink  network. 

Even  the  WorldWide  Telex  network.  Easily. 
|tantly. 

You  can  even  reach  people  without  equipment. 

Now  with  EasyLink's  instant  access  to 
astern  Union's  WorldWide  communications  ser- 
ies, they'll  have  a  copy  of  your  correspondence  in 
itime. 

No  matter  what  brand  you  use. 

No  matter  what  type  equipment  you  own. 
BsyLink  allows  you  to  send  mail  instantly. 


Thanks  to 
EasyLink's  ability  to 
translate  instantly 
from  one  computer  to 
the  next,  you  don't 
need  any  special 
equipment. 

EasyLink  holds 

your  incoming 
mail  while  you're 
out  for  coffee. 

Any  corre- 
spondence that  comes  in  while 
you're  out  will  be  kept  for  you  in  your  own 
private  "Intelligent"  mail  box. 

Even  if  you're  busy  on  your  computer  at  the 
time  your  mail  arrives,  it  will  be  held  until  the 
instant  you're  ready  to  call  for  it. 

When  you're  on  a  break,  no  one  can  break  in. 

EasyLink  protects  you  with  a  3-step  security 
system. 

Only  you  and  the  people  you  choose  to  trust 
ever  have  access  to  your  EasyLink  service. 

Let's  not  forget  the  sugar. 

Signing  up  for  EasyLink  is  fast,  easy  and 
sweet,  because  it's  free. 

There's  no  monthly  service  charge.  There's 
no  installation. 

And  the  cost  per  message  is  generally  less 
than  communicating  over  the  phone. 

For  more  information  write  EasyLink 
Instant  Mail,  P.O.  Box  37472,  Dept.  204,  Omaha, 
Nebraska  68137  or  call  1-800-554-7000. 

Western  Union 
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Why  just  mail  it...  when  you  can  Instant  Mail  it. 


same  amount  of  money  and  use  that 
to  create  jobs.  I  think  it's  much  better 
to  use  available  wage  subsidies  to  cre- 
ate new  private  sector  jobs  than  to 
either  put  that  money  in  the  public 
sector  or  pay  people  to  be  idle. 

Let's  say  we  took  $20  billion  of  that 
$30  billion  that  we  now  spend  on  un- 
employment comp  and  just  shifted  it 
to  wage  subsidies.  And  let's  say  we 
provided  that  any  locality  that  had  at 
least  15%  unemployment  could  put 
together  a  local  planning  process  with 
business  and  local  government  and 
local  labor  to  attract  new  industry. 
Not  by  bidding  away  its  tax  base, 
which  is  what  we  do  now  to  attract 
industry.  But  by  tapping  this  pool  of 
money  to  subsidize  wages.  So  that 
you  could  say  to  an  employer  who 
was  opening  up  shop  or  expanding: 
You  put  some  employment  in  this 
community  and  we  will  pay  50%  of 
your  wage  bill  the  first  year,  40%  the 
second  year,  30%  the  third  year.  So 
that  you  pump  this  money  back  into 
the  private  sector  in  order  to  create 
useful  employment. 

Give  something  to  Detroit,  and  Buffalo 
will  want  something,  too.  It  would  be  a 
big  boondoggle. 

Kuttner:  Microeconomically,  you  are 
targeting  your  new  jobs  to  a  city  that's 
really  hurting.  Macroeconomically, 
you  are  lowering  the  overall  cost  of 
iabor,  which  has  the  effect  of  allowing 
industry  to  hire  more  people.  It's  a 
matter  of  taking  a  subsidy  that  is  used 
inefficiently  now  and  using  it  more 
efficiently.  I  don't  think  that's  outside 
the  realm  of  what  would  be  possible 
in  this  country.  I  think  it  would  be  a 
better  use  of  a  public  subsidy,  a  better 
social  bargain. 

You  don't  feel  this  would  put  your 
subsidized  bminesses  in  unfair  competi- 
tion with  businesses  elsewhere,  or  that 
unions  would  sit  by  and  see  jobs>  redis- 
tributed through  government  subsidy? 
Kuttner:  Well,  we  do  it  now  through 
selective  tax  subsidies.  We  have  a 
whole  range  of  not  terribly  well-or- 
chestrated subsidies  that  some  people 
get  and  other  people  don't.  We've 
done  it  through  EPA,  industrial  rev- 
enue bonds,  defense  contracts,  tax  in- 
centives. The  advantage  of  doing  it 
through  wage  subsidies  is  that  you 
can  target  it  and  that  it  creates  addi- 
tional jobs.  I  don't  think  there  is  an 
objection  in  principle  that  you  are 
subsidizing  X  and  you  are  not  subsi- 
dizing Y.  I  think  the  point  is,  you 
would  be  subsidizing  new  enterprise. 
And  I  would  like  to  do  that  also 
through  the  tax  code.  That  is,  I  would 
like  to  see  capital  gains  treatment 


made  most  liberal  for  new  ventures, 
least  liberal  for  established  firms. 

Instead  of  skewing  the  tax  code  to  pro- 
tect the  least  dynamic  elements  in  the 
economy,  as  we  do  now"1. 
Kuttner.  Exactly. 

So  maybe  that's  a  better  place  to  start — 
eliminating  tax  incentives  that  artificially 
encourage  the  replacement  of  jobs  with 
machines. 

Kuttner:  I  don't  see  why  you  couldn't 
do  both. 

I  am  also  a  revisionist  on  the  sub- 
ject of  free  trade.  I  think  we  tie  our- 
selves in  ideological  knots,  on  the  one 
hand  trying  to  defend  free  trade  and 
on  the  other  hand  practicing  protec- 
tionism. It  would  be  far  better  to  have 
some  kind  of  planning  process  where 
we  decided,  say,  that  we  want  a  steel 


"We  tie  ourselves  in 
ideological  knots,  on 
the  one  hand  trying  to 
defend  free  trade  and  on 
the  other  hand  practicing 
protectionism." 


capacity  in  the  year  1990  of  X  and  we 
want  to  retain  a  market  share  for  do- 
mestic producers  of  Y.  We  say:  Indus- 
try, in  exchange  for  this  degree  of  pro- 
tection, you  have  to  do  some  modern- 
ization and  reduce  capacity.  Labor, 
you  have  to  restrain  wage  costs.  Gov- 
ernment, you  do  some  kind  of  retrain- 
ing, so  the  steel  union  doesn't  defeat 
the  modernization  program.  It's  kind 
of  a  social  bargain. 

I  suppose  you  would  accomplish  this  by 
limit  it  ig  imports  in  some  way. 
Kuttner.  Oh,  I  think  you  have  to  have 
some  protection.  I  think  the  Multi- 
fiber  Agreement  is  a  very  good  mod- 
el— where  you  say:  Look,  we're  not 
going  to  keep  imports  out,  but  we're 
going  to  limit  the  rate  of  growth  so 
that  our  domestic  producers  can  be 
confident  that  five  years  from  now 
they're  still  going  to  have  some  mar- 
ket share  and  they  can  modernize. 

Courtesy  of  Multifiber,  the  textile 
industry  modernized,  shed  a  lot  of 
jobs  and  invested  heavily  in  technolo- 
gy, so  that  statistically  we  now  have 
the  world's  most  productive  textile 
industry.  The  industry  did  that  be- 
cause they  had  some  predictability  as 
far  as  import  share. 

I  think  it's  politically  unrealistic  to 
assume  that  any  government,  even 
Reagan's,  is  going  to  go  totally  free 
trade  and  let  the  steel  industry  go 
down  the  tubes.   So  what's  second 


best?  Some  kind  of  plan  that  targets  a 
ballpark  range  of  capacity  domestical- 
ly and  limits  imports  to  25%  of  the 
market,  20%,  whatever.  In  turn,  that 
sends  a  signal  to  the  Nigerias  and  the 
Brazils  that  you  are  crazy  if  you  build 
the  43rd  steel  mill,  because  you  are 
just  not  going  to  sell  the  steel. 

I  don't  say  you  have  to  have  indus- 
trial policy  for  every  industry,  but  I 
think  there  are  two  or  three  industries 
where  it  would  be  an  improvement  on 
what  we  have  now.  Steel  is  one,  ma- 
chine tools  is  probably  another. 

I  can't  stand  economists  who  dwell 
in  the  abstract  and  just  sort  of  repeat 
as  a  catechism,  you  know:  Planning 
can  never  outguess  markets,  and  it's 
that  simple.  But  it  isn't  that  simple. 
Especially  it  isn't  that  simple  when 
the  Japanese  are  improving  outcomes 
by  protecting  their  domestic  market. 

But  they  haven't  realh'  done  that  in 
their  biggest  export  success — auto  manu- 
facture. The  government,  in  fact,  told 
them  they  hadn't  a  prayer  of  succeeding 
in  the  export  market. 
Kuttner:  But  what  inference  do  you 
draw  from  it?  The  fact  that  the  auto 
industry  prevails  tells  me  that  this  is  a 
consensual  process  where,  when  the 
industry  knows  better  than  the  czar  in 
Tokyo,  the  industry  often  prevails. 
And  I  think  that's  a  good  outcome. 
That  says  to  me  that  the  Japanese 
have  devised  a  process  that's  very 
flexible,  where  dumb  decisions  often 
get  overruled.  I  think  it's  a  more  so- 
phisticated kind  of  planning;  it's  very 
industry-oriented. 

I  think  of  the  numerically  con- 
trolled (NC)  machine  tools  the  Air 
Force  developed  without  any  kind  of 
civilian  applications.  The  Japanese 
then  take  this  product,  refine  it  and 
create  a  civilian  market  for  it,  subsi- 
dize the  applications  engineering, 
which  in  turn  allows  Japanese  NC 
machine  tool  makers  to  sell  their 
wares  domestically  in  Japan  earlier 
than  they  otherwise  would  have.  And 
you  know,  bingo,  they've  got  a  world- 
class  industry,  and  no  one  has  told  the 
Japanese  machine  tool  manufacturers 
what  to  make.  They  have  subsidized 
this  one  link  in  the  marketing  chain. 

Civil  aviation  is  an  interesting  anal- 
ogy. There  was  immense  capital  sub- 
sidy in  the  military  contracts  that  in 
this  case  did  have  some  civilian  spill- 
over. And  I  don't  know  why  you 
couldn't  do  that  with  a  product  such 
as  machine  tools,  where,  with  a  little 
more  general  purpose  technology — 
given  all  that  military  subsidy — we 
could  have  some  of  that  industry. 
We're  planning  anyway.  We  might  as 
well  get  something  out  of  it.  ■ 
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How  the  world's  second  largest  country  is  solving  air  tral 


Canada.  It's  one  big  country.  And  as  befits  its 
size,  it  has  the  worlds  second  largest  civil 
aircraft  fleet. 

Long  ago,  Canada  realized  that  passenger 
safety  required  a  nationwide,  radar-based  air  traffic 
control  system.  So  in  1955,  it  became  the  first 
country  to  establish  one.  Raytheon  Canada 
Limited,  our  subsidiary,  supplied  the  radar 
network  to  monitor  air  traffic  from  coast  to  coast. 
And  we  have  been  helping  to  extend,  upgrade, 
and  maintain  the  system  ever  since. 


Now  Canada's  Department  of  Transport  I 
has  launched  a  countrywide  radar  moderniza- 
tion program  that  will  enable  Canada  to  meet 
the  needs  of  air  traffic  control  well  into  the  ne> 
century. 

Raytheon  Canada  has  been  selected  as 
prime  contractor  for  the  6 1  radars  which  will 
provide  the  enroute  and  terminal  coverage 
across  the  country.  Raytheon  Canada  will  pro- 
duce the  22  primary  terminal  radars  and  Coss 
Electronics,  Raytheon's  British  subsidiary,  wil: 
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)blems  it  sees  ahead. 


rovide  39  secondary  radars.  It's  one  of  the  larg- 
st  air  traffic  control  radar  projects  in  the  world. 

In  the  U.S.,  Raytheon  has  made  a  major 
bntribution  to  air  traffic  control  since  the  begin- 
ing.  We  have  supplied  most  of  the  enroute 
adars  and  all  of  the  enroute  controller  displays 
resently  in  use.  And  now  Raytheon  has  been 
elected  as  one  of  the  two  finalists  competing  to 
rovide  sophisticated  display  equipment 
Squired  for  the  FAA's  $  10  billion  moderni- 
ation  program. 


I 


Raytheon ...  a  $5.9  billion  company  in 
electronics,  aviation,  appliances,  energy, 
construction,  and  publishing.  If  you  would  like 
copies  of  our  latest  financial  reports,  please 
write:  Raytheon  Company,  Public  Relations, 
141  Spring  Street,  Lexington,  MA  02 173. 


When  it  first  hit  the 
street.  Car  and  Driver 
called  it,  "what  the  Firebird 
and  Camaro  could     — - 
have  been!'* 

Dodge  Daytona 
Turbo  Z.  It  ate 
zero  to  fifty  in    I 
a  mind-rush- 
ing 5.51  seconds.  In  the 
process,  it  also  ate  the  '84 
Z28**  And  it  didn't  need  a 
hefty  V-8  to  do  it.  Just  four 
cylinders,  turbocharged 
and  fuel-injected. 

'85  Turbo  Z  is  just  as 
impatient  with. distance  and 
speed.  And  thoroughly 
dressed  to  thrill.  The  goods 
include  a  quick,  Close-ratio 
5-speed.  Fast,  14  to  1 
rack-and-pinion  power 
steering.  Power  front  disc 
brakes.  Nitrogen  charged 


shocks  for  flat  handling 
through  curves  and  around 
corners.  And  massive 
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jnd        tation,  too:  Tach.  Gauge 
alerts.  Turbo  boost  gauge. 
Elapsed  time  indi- 
cator. Graphic 
message  center. 
"~1     The  works.  A 
six-speaker 
AM/FM 

-CarandDnver  stereoand 


15-inch  Shelby  wheels 
fitted  with  Goodyear  Eagle 
GT  Performance  radials. 

Outside,  Daytona  Turbo  Z 
looks  like  it  means  busi- 
ness—with an  aggressive 
aerodynamic  shape  that 
includes  front  air  dam  and 
rear  spoiled  Inside,  more 
of  the  same.  Deep  buckets 
with  adjustable  lumbar  and 
thigh  supports  for  the 
driver.  Between  the  buckets, 
an  integrated  console. 


leather  wrapped  steering 
wheel  are  standard.  And 
so  is  Dodge's  5/50  Protec- 
tion Plan.++ 

Ask  your  Dodge  dealer 
about  buying  or  leasing™ 
your  own  "stunning 
overachiever." 


AMERICAN 
REVOLUTION 


*'.'..  Dodge  has  proved  that  a  small,  turbocharged  front-wheel-drive  car  can  be  considered  the 
potential  equal  of  the  fabled  rear-wheel-drive  V-8's'.'—Car  and  Driver,  Sept.,  1983.  **Based  on  tests 
of  standard  1984  vehicles  conducted  by  NHRA.  *Shown  with  optional  dealer-installed  ground 
effects.  f*5  years/50,000  miles,  whichever  comes  first.  Limited  warranty  on  engine,  powertrain 
and  outer  body  rust-through.  Excludes  fleet  and  lease  vehicles.  Deductible  applies.  Ask 
for  details.  BUCKLE  UP  FOR  SAFETY. 


Is  the  party  in  power  doing  a  good  job  of  managing 

the  economy?  Pollsters  who  ask  that  question 

should  be  shot.  The  fact  is  that  the  party  in 

power — like  the  party  out  of  power — cannot  really 

"manage"  the  economy.  Nobody  can. 

That's  what  the  New  Wave  economics  teaches  us. 

The  un  managed 
economy 


By  Susan  Lee 


,Jj^V    OVERNMENT  POLICY 

ma  used  to  be  such  a  sim- 

■  ^^J  pic  matter.  Want  in- 
'^Witerest  rates  to  fall?  Add 
more  money  to  the  system. 
Want  to  increase  employment? 
stimulate  the  economy  with 
government  spending.  But  what 
lappened?  Things  aren't  quite 
;o  simple  anymore.  Indeed, 
hese  interventionist  policies 
)ften  have  the  reverse  effect: 
\dd  a  dose  of  money  and  inter- 
st  rates  zoom.  Increase  govern- 
nent  spenaing  and  employ- 
nent  droops.  How  can  a  govern - 
nent  "manage"  the  economy  if 
he  economy  doesn't  respond 
he  way  it  is  supposed  to?  The 
inswer  is  that  a  government 
an't  really  manage  the  econo- 
ny.  No  government  can.  Old 
\dam  Smith  was  right.  Keynes 
vas  wrong.  Says  New  Wave  —-■■——■■-■■— ——i 
conomist  Robert  Lucas:  "Since  nobody  understands  very 
leeply  how  the  economy  responds,  it's  best  not  to  try 
ny thing  fancy." 

Pity  pauire  M.  Mitterrand,  then.  Ignoring  the  dismal 
ecord  of  other  "planned  economies,"  the  French  socialist 
resident  tried  something  fancy,  and  it  blew  up  in  his  face. 
Mitterrand  came  into  office  with  a  complicated  program  of 
iovernment  intervention  that,  he  promised,  would  get  the 
rench  economy  moving  again.  He/as.  The  international 
xchange  markets  knew  exactly  what  to  expect:  inflation, 
oisallocation  of  resources,  lack  of  international  competi- 
iveness.  Currency  traders  didn't  even  wait  for  the  results 
render  their  verdict.  The  franc  collapsed.  This  was  great 
or  Americans  who  like  French  wine,  but  it  spelled  ruin  for 
Mitterrand's  Utopian  program.  Pauire  Francois  is  now 
aaking  like  a  fiscal  conservative. 

There  is  a  new  reality  operating  here.  Economic  inter- 
entionists  more  or  less  assumed  that  their  policies  were  a 
ne-way  street.  They  would  set  the  rules,  and  the  public 
ould  respond  predictably.  But  people  have  learned  from 


David  Ricardo,  Paul  Samuelson, 
Adam  Smith,  James  Tobin, 
Milton  Friedman,  Franco  Modigliani, 
John  Maynard  Keynes, 
Joseph  Schumpeter 


the  government's  past  behavior 
to  anticipate  its  future  actions. 
Investors,  business  people,  even 
small-peanuts  consumers,  are 
using  information  on  the  econo- 
my as  a  leading  indicator  for 
government  policy. 

Hence  the  rapt  attention  paid 
by  the  press,  money  market 
types  and  just  plain  citizens  to 
weekly  money  supply  figures.  Is 
there  a  bulge  in  the  money  sup- 
ply this  week?  The  cognoscenti 
assume  the  Fed  will  tighten 
next  week.  The  assumption  is 
probably  wrong,  but  the  pattern 
shows  how  closely  the  citizenry 
watches  government  policy  for 
clues  to  its  own  best  course  of 
action. 

As  a  consequence,  govern- 
ment is  finding  that  its  policies 
are  being  checkmated.  In  short, 
as  people  wise  up  to  govern- 
ment scheming  to  manage  the 
wmmmm^^mimmmmmmmmm—mm  economy,  they  are  rendering  the 
economy  unmanageable. 

What  clearer  example  of  this  could  there  be  than  the 
tightrope  the  Fed  now  sways  on.  Never  in  current  history 
has  the  Fed  been  so  limited  in  its  options.  While  a  slowing 
recovery  has  some  people  screaming  for  a  much,  much 
looser  grip  on  the  money  supply,  the  Fed  is  anxiously 
holding  tight — afraid  that  too  large  an  accommodation, 
too  fast,  would  ignite  inflationary  expectations.  If  that 
happened,  short-term  interest  rates  might  fall,  but  the 
more  important  long-term  rates  would  go  through  the 
roof.  So  much  for  fine-tuning. 

Two  decades  ago  Time  magazine  celebrated  a  new  age: 
Henceforth,  a  partnership  between  economists  and  politi- 
cians would  manage  the  economy,  freeing  it  from  reces- 
sions, politely  called  business-cycle  fluctuations.  They 
would  lead  the  country  out  of  the  wilderness  of  laissez- 
faire  into  the  promised  land  of  government  intervention. 
At  the  heart  of  the  partnership  was  the  Council  of  Eco- 
nomic Advisers,  which  would  consult  the  data,  make 
forecasts  and  issue  advice.  The  person  who  lived  in  the 
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Pbotos  bv  Richard  Howare  I 


MIT's  Paul  Samuelson,  neo-Keynesian 

Rational  expectations  allows  students  to 
prove  that  their  teachers  are  wrong. 
"Gosh,  I  used  to  do  that  all  the  time." 


White  House  then  would  call  on  Congress  for  the  neces- 
sary legislation.  The  economy  was  like  a  clock.  Adjust  it 
properly  and  it  would  keep  perfect  time. 

Only  the  economy  is  not  a  clock.  It  is  an  enormously 
complex  organism  that  reacts  as  well  as  responds.  Today, 
Time  runs  articles  ridiculing  the  track  record  of  economic 
forecasters.  The  Council  of  Economic  Advisers  languishes 
without  a  chief — its  most  recent,  some  say,  having  been 
chased  back  to  Harvard  with  a  broom.  The  person  who 
lives  in  the  White  House  rails  against  the  intervention  of 
the  government  he  orchestrates. 

And  what  of  the  economics  profession?  Its  most  vener- 
able members — Keynesians  and  the  monetarists  who 
briefly  followed  them  on  the  public  pedestal — are  demor- 
alized and  under  siege.  Those  who  were  once  Young  Turks 
are  today  senior  citizens.  They  are  being  pushed  offstage 
by  a  new  generation  whose  work  contradicts  the  conceit 
that  the  government  can  manage  the  economy. 

Who  are  these  New  Wave  economists?  Are  they  merely 
nihilists?  No,  not  nihilists  but  skeptics.  What  is  threaten- 
ing to  become  mainstream  economics  is  a  school  that 
incorporates  the  new  reality  of  the  unmanageable  econo- 
my. Known  as  "rational  expectations,"  it  eschews  govern- 
ment intervention.  The  idea  is  not  exactly  new.  Its  meth- 
odology, however,  is  so  highly  mathematical  that  it  has 
left  all  but  the  very  skilled  behind.  (And  sounding  bitter, 
see  box  p.  149.)  What  makes  the  methodology  so  intricate? 
Like  game  theory,  it  seeks  to  anticipate  reactions. 

The  old  economics,  now  fast  becoming  obsolete,  was 
immensely  comforting  to  politicians.  They  could  promise 
economic  goodies,  and  the  economists  would  show  them 
how  to  deliver.  The  economics  of  government  "manage- 
ment" of  the  economy  began  around  1650  with  the  mer- 
cantilists, who  tried  to  manage  their  economies  with 
complicated  export  policies.  One  hundred  years  later, 
however,  theories  of  state  interventionism  were  eclipsed 


MIT's  Robert  Solow,  neo-Keynesian 

Rational  expectations  is  full  of  neat 
technical  things  to  do.  "It's  nice  to  be 
able  to  do  something  that  dumb 
people  can't." 

by  Adam  Smith's  The  Wealth  of  Nations  (1776).  To  put 
simply,  Smith  argued  that,  if  citizens  were  free  to  pursu 
their  selfish  interests  in  an  unfettered  market,  the  workin 
of  an  invisible  hand  would  insure  national  prosperity.  Yo 
would  get  more  production  out  of  society  by  leaving 
largely  alone  than  by  trying  to  guide  it.  Although  polite 
cians  never  quite  stopped  tinkering,  at  least  Smith  pi 
them  on   the  defensive.   That  is,   until  John  Maynai 
Keynes. 

Keynes  argued  that  the  invisible  hand  was  clumsy, 
best,  while  the  fine  hand  of  government — guided  by  wii 
minds  such  as  his,  of  course — was  both  more  humane  ar. 
more  efficient.  If  the  economy  were  left  to  its  own  device 
said  Keynes,  it  might  languish.  The  culprit?  Inadequa 
spending.  The  remedy?   Government  should  stimula 
spending.  That  is,  government  should  manipulate  aggr 
gate    demand — consumption,    investment    expenditur 
government  spending  and  net  exports — to  keep  the  ecom 
my  operating  at  full  steam.  Since  spending  is  what  polil 
cians  most  like  to  do,  Keynes,  though  few  of  them  res 
him,  was  just  what  they  needed.  (You  can  see  why  som! 
observers  now  argue  that  Reaganomics  is  Keynesianism  i 
drag:  A  big  tax  cut,  along  with  big  government  spendin 
laid  the  foundations  for  the  recovery  blast-off.) 

Given  a  choice,  Keynes  preferred  government  over  pi 
vate  spending.  After  all,  if  government  used  a  tax  cut 
goose  up  private  spending,  people  might  save  a  portion 
their  higher  income.  Saving,  in  the  Keynesian  system,  w 
bad.  The  world  no  longer  needed  so  much  saving.  Gover 
ment,  of  course,  didn't  have  to  save;  indeed,  it  could  v 
budget  deficits. 

Keynes'  General  Theory  was  published  in  1936.  Althou; 
it  offered  a  remedy  for  the  Great  Depression,  Keynes'  wo 
was  greeted  with  a  big  yawn  in  the  U.S.  Roosevelt  paid 
attention.  He  was  busy  trying — vainly — to  balance  t 
budget.  The  really  big  deficit  financing  that  resulted  w 
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Sour  grapes? 


Rational  expectations  ("ratex")  has  become  fairly 
commonplace  for  modeling  economic  behavior. 
Still  controversial,  however,  are  its  sleek  mathemat- 
ics and  other  assumptions.  For  example,  according  to 
their  critics,  ratexians  claim  the  economy  will  oper- 
ate with  all  resources  fully  employed  and  that  mar- 
kets will  clear  (sellers  equal  buyers  at  any  given 
price)  unless  government,  inadequate  information  or 
bad  laws  interfere. 

Thus,  critics  argue  that  ratexians  have  no  contact 
with  reality — with  a  world  of  unemployment  or  un- 
sold houses.  As  one  nonratexian  economist  puts  it: 
"Sure,  they  make  elegant  models.  They  just  ignore 
messy  policy  applications." 

The  Keynesian  old  guard,  in  particular,  feels 
threatened  by  the  new  mathematical  tools  that  have 
rendered  their  skills  obsolete.  They  complain  that 
the  techniques  make  for  good  Ph.D.  theses  and  fast 
starts  in  publishing  academic  articles,  but  little  else. 
Robert  Solow,  for  instance,  compares  the  appeal  the 
esoteric  math  has  for  younger  economists  with  the 
appeal  that  developing  the  hydrogen  bomb  had  for 
scientists.  "Both  are  technically  so  sweet,"  he  says. 

Also,  the  old  guard  pooh-poohs  the  enthusiasm 
that  rational  expectations  generates  among  younger 
economists.  Paul  Samuelson  shrugs:  "Given  the  low 
self-esteem  in  the  economics  profession,  any  theory 
is  going  to  get  a  hearing."  Others  sigh  that  "the 
young  have  no  sense."  So  they  have  been  temporar- 
ily beguiled  by  the  opportunity  to  thumb  their  noses 
at  their  teachers. 

Some  of  this  carping  and  sniffing  is  just  a  normal 
reaction  when  the  old  makes  way  for  the  new.  Stan- 
ford's John  Shoven  observes  that  the  increasingly 
sophisticated  math  has  left  the  profession  with  "a 
bit  of  a  generation  gap."  That's  a  nice  way  of  saying 
the  older  chaps  feel  obsolete.  Chief  ratexian  Robert 
Lucas  of  the  University  of  Chicago  puts  it  this  way: 
"It  hurts  to  see  people  come  in  with  new  tools  when 
you  thought  you  knew  everything." — S.L. 


.  unavoidable,  unsought  result  of  World  War  II. 
|Lucky  Keynes,  however.  He  captured  the  attention  of 
Imeone  ultimately  more  powerful  than  an  American 
lesident.  Paul  Samuelson  explicated  Keynes  for  millions 
Icollege  students  in  his  textbook.  First  published  in  1948, 
Imuelson's  Economics  was  read  by  generations  of  stu- 
ints  who  digested  its  Keynesian  precepts  before  going  on 
1  become  professional  economists,  government  bureau- 
ijits  or  ordinary  voting  citizens. 

■These  well-drilled  young  Keynesians  didn't  get  their 

lads  on  Washington's  policy  levers  until  John  F.  Kennedy 

|:ame  President  in  1961.  MIT's  Robert  Solow  explains, 

«he  elite  of  the  profession  were  Keynesians.  Wherever 

Innedy  turned  for  economic  advisers,  he  came  up  with 

tynesians."  (Including  Solow,  who  served  on  the  Council 

■Economic  Advisers  staff  in  1961  and  1962.) 

rK)nce  installed  in  Washington,  the  Keynesians  had  to 

Ipcome  the  inconvenient  idea  that  budget  deficits  were 

'il.  And,  as  Stanford  economist  John  Taylor  says,  "Walter 

Filer's  propaganda  effort  to  promote  deficit  spending  was 

Ify  successful."  (Heller,  head  of  the  council  under  Kenne- 

dand  Johnson,  was  celebrated  twice  on  the  cover  of  Time. 

Pil  Samuelson  now  says:  "I  believe  it  was  Walter  Heller 

No,  in  a  bad  moment,  coined  the  term  'fine-tuning.'  Well, 


Stanford's  John  Taylor,  noncombatant 

"Interest  in  ratex  is  not  solely  a  matter 
of  elegance  and  mathematical  models." 


the  notion  you  can  pluck  delicately  in  the  economy  is 
hubris.") 

No  matter.  It  was  the  perfect  time  for  Keynesian  policies 
and  the  flourishing  of  hubris.  The  economy  had  been 
weakening  since  the  Fifties;  there  was  a  recession  in  progress 
and  no  inflation.  It  was  a  period  made-to-order  for  the  neo- 
Keynesian  prescription.  If  ever  a  situation  called  for  expan- 
sionary fiscal  and  monetary  policies,  that  was  the  time.  And 
that  was  exactly  what  the  government  undertook. 

The  Kennedy  Administration's  first  foray  into  direct 
fiscal  stimulus  was  the  1962  Investment  Tax  Credit  to 
encourage  investment  spending.  That  was  followed  by  the 
Revenue  Act  of  1964,  which  cut  tax  rates  for  corporations 
and  individuals.  But  the  real  stimulus,  government  spend- 
ing, didn't  take  off  until  the  Johnson  Administration's 
Great  Society — in  which  government  intervention  took 
the  form  of  a  vast  array  of  social  programs — was  joined  by 
military  spending  for  the  Vietnam  War.  And  let's  not 
forget  Johnson's  successor,  Richard  Nixon,  who  declared 
that  "we  are  all  Keynesians  now"  and  outdid  Johnson  in 
spending.  The  budget  deficit  hit  double-digit  billions  in 
1968— and  again  in  1971,  1972  and  1973. 

The  Keynesian  policies  were  not  without  critics,  of 
course.  The  loudest  and  most  persistent  criticism  came 
from  Milton  Friedman  and  the  Chicago  school  known  as 
monetarism. 

Monetarists  argued  that  trying  to  manipulate  the  econo- 
my was  foolish,  even  dangerous.  They  agreed  that,  in  the 
short  term,  a  sudden  increase  in  money  supply  would 
create  jobs  and  production:  More  money  pushes  up  prices, 
and  firms,  responding  to  higher  prices  for  their  products, 
would  hire  more  workers  to  increase  production. 

In  the  long  run,  however,  workers  would  catch  on  to  the 
fact  that  higher  prices  lowered  real  wages,  and  would 
demand  higher  pay.  When  labor  costs  went  up,  firms 
would  cut  back,  returning  unemployment  and  output  to 
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Chicago's  Robert  Lucas,  ratexian 

"Keynesianism  doesn't  lead  anywhere. 
It's  a  dead  end." 


their  old  levels.  The  net  result  of  increasing  the  money 
supply  would  be  higher  prices — or  inflation.  The  trick, 
then,  was  to  allow  the  money  supply  to  grow  fast  enough 
to  finance  modest  growth  but  not  fast  enough  to  spill  over 
into  inflation.  It  was  a  beautifully  simple  theory,  simpler 
even  than  Keynesianism. 

For  decades  Keynesianism,  then,  was  the  established 
religion  and  monetarism  the  leading  heresy.  But  a  second 
heretical  school  also  emerged  during  the  Sixties.  Rational 
expectations,  dubbed  "ratex,"  argued  against  the  notion 
that  government  simply  had  to  press  the  right  levers  to  get 
the  right  results.  Lever-pressing  assumes  a  mechanical 
world,  but  the  economy  is  more  like  a  living  being.  It  acts 
as  well  as  is  acted  upon.  People  take  all  available  informa- 
tion into  account  and  then  discount  that  information  into 
the  future.  Under  rational  expectations,  for  example,  it's 
impossible  to  trick  workers— even  temporarily — into  ac- 
cepting lower  real  wages.  Look  no  further  for  explanations 
of  the  high  wage  settlements  and  cost-of-living  clauses 
that  appeared  in  labor  contracts  during  the  Seventies — 
wage  earners  aren't  dummies.  Nor  are  savers.  Once  they 
realized  that  inflation  was  consuming  their  capital  in  the 
savings  bank,  they  took  the  money  out — borrowed,  even — 
to  buy  houses  or  to  speculate  in  inflation  hedges.  This  may 
have  been  unhealthy  conduct  from  the  national  point  of 
view,  but  it  was  rational  from  the  individual's.  These 
people  understood  what  government  policy  was  doing  to 
their  interests  and  took  countermeasures.  The  counter- 
measures  tended  to  undo  the  government's  policy.  At  the 
beginning  people's  expectations  lagged  events:  Workers 
accepted  raises  that  were  below  the  inflation  rate.  Savers 
accepted  negative  interest  rates.  But  they  caught  on  and,  in 
the  end,  there  was  scarcely  any  lag  at  all  between  expecta- 
tions and  events.  Expectations  were  "rational." 

In  the  1960s,  however,  times  were  not  right  for  heretics. 
The  Sixties  was  a  period  of  strong  secular  growth.  The 
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Minnesota's  Thomas  Sargent,  ratexian 

"Keynesianism  and  monetarism? 
They're  both  gone.  They're  dead.' 


economy  enjoyed  its  longest  post-World  War  II  recovery 
from  1961  to  1969  (with  only  a  pause  intervening  in  1967) 
During  these  years  unemployment  declined  from  6.7%  tc 
3.5%;  real  GNP  grew  at  an  average  annual  rate  of  4.8%  ! 
Since  Keynesianism  was  in  intellectual  and  political  as 
cendancy,  should  not  Keynesianism  claim  the  credit?  I 
seemed  iogical.  Says  Samuelson:  "If  you  had  an  index  od 
complacency  among  economists,  it  would  have  peaked  a  i 
100  in  1965.  About  the  time  Walter  Heller  left  Camelot, 
said  to  him,  'Walter,  you  sound  pretty  complacent,  buu 
now  is  the  season  for  it,  because  it  won't  last.'  Ten  year:' 
later  the  complacency  index  was  down  to  40." 

What  happened?  The  Seventies.  The  agreeable  domestic 
economy  turned  sour,  and  the  quiescent  world  economy 
turned  hostile.  Although  government  spending  kept  chug; 
ging  along,  its  magic  disappeared.  The  decade  coined  a  nev 
buzzword,  stagflation. 

The  "stag"  referred  to  a  stagnating  economy.  Throughj' 
out  the  Seventies  labor  productivity  slowed  almost  to  i'< 
standstill,  the  result  of  the  Keynesian  overstimulation  o> 
consumption   spending   at   the   expense   of   saving  arnn  m, 
capital  formation. 

The  "flation"  referred  to  double-digit  rates  of  inflation  to 
the  result  of  big  government  spending  and  the  two  oi  5 
shocks  in  1973-74  and  1979.  Keynesians  accommodate"  ft 
the  oil  shocks  with  a  loose  monetary  policy,  except  for  v  te 
brief  period  in  1974;  the  resulting  inflation,  they  assumec  *! 
would  be  temporary.  They  were  wrong. 

The  first  death  wheeze  of  Keynesianism  came  with  th 
expiration  of  the  Phillips  curve,  which  said  the  price  of  les 
unemployment  was  higher  inflation.  But  both  unemplo) 
ment  and  inflation  started  to  rise  at  the  beginning  of  th 
Seventies:  Unemployment  hit  a  high  of  8.3%  in  1975,  an 
inflation  became  double-digit  as  continued  price  rises  fe 
expectations  of  more  inflation.  The  Phillips  curve  deteric 
rated  into  a  silly-looking  spiral. 
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Minnesota's  Neil  Wallace,  ratexian 

"People  who  take  economics  seriously 
realize  that  making  a  solid  case  for 
active  policy  is  more  difficult  than 
most  would  have  thought." 

Robert  Solow,  a  distinguished  neo-Keynesian,  now  ad- 
mits, "Although  we  would  have  agreed  that  inflationary 
expectations  were  real,  we  were  not  alert  to  how  embed- 
ied  they  had  become  and  how  hard  to  overcome.  It  was  an 
intellectual  failure."  And  it  was  a  fatal  failure.  Stagflation 
(indermined  both  professional  and  public  confidence  in 
eteynesianism.  Its  brand  of  government  management  in- 
ured neither  economic  growth  nor  stable  prices.  Its  appar- 
nt  success  in  the  Sixties  had  been  illusion. 
And  so,  in  the  late  Seventies,  the  weary  turned  to  mone- 
arism.  Along  with  the  failures  of  Keynesianism,  other 
r.vents  allowed  monetarism  to  move  into  the  policy  vacu- 
um. Says  John  Taylor:  "The  monetarists  had  been  warning 
)out  inflation  for  a  long  time  and,  in  the  Seventies,  it 
poked  as  though  they  had  been  correct."  Further,  the 
redit  crunch  of  1966,  which  caused  a  minirecession  in 
arly  1967,  and  the  tight  money  policy  that  accompanied 
le  1974-75  recession  reinforced  the  idea  that  monetary 
policy  was  very  powerful. 

In  October  1979  the  Federal  Reserve  declared  the  begin- 
ning of  its  experiment  in  monetarism.  Monetarists  had 
een  arguing  that  constant,  predictable  increases  in  the 
loney  supply  would  bring  both  stable  prices  and  econom- 
growth.  Accordingly,  the  Fed  promised  to  control  the 
rowth  of  the  money  supply  and  to  stop  trying  to  control 
[iterest  rates.  So,  too,  the  Fed  shifted  to  a  tight  monetary 
lolicy  to  control  inflation. 

The  results,  according  to  Solow:  "The  tight  policy 
lused  a  deep  recession,  and  the  abandonment  of  interest 
te  targeting  made  interest  rates  very  erratic." 
Indeed,  nonmonetarists  have  declared  the  experiment  a 
op.  Charles  Schultze  of  the  Brookings  Institution  says, 
The  relationship  between  money  and  GNP  has  gone  all 
ver  the  place.  There  is  no  stable,  predictable  relation- 
lip."  Monetarists  suffered  a  further  loss  of  credibility 
hen  the  big  inflation  they  predicted  for  1984  failed  to 


Minnesota's  Edward  Prescott,  ratexian 

"Our  students  never  even  hear  of 
Keynesianism.  They  begin  to  wonder 
who  Keynes  was." 


materialize.  Perhaps  more  important,  monetarists  have 
been  blamed  for  the  failure  of  their  implicit  promise  that 
the  economy  could  disinflate  without  a  recession. 

Monetarists,  however,  disavow  the  Fed's  experiment, 
arguing  that  the  Fed  didn't  practice  monetarism  correctly. 
The  Fed,  they  complain,  was  inept  and  too  severe.  In  that 
defense  the  monetarists  are  rather  like  communists  who 
concede  that  the  Soviet  Union  is  a  mess  but  that  it  isn't 
true  socialism. 

Regardless — the  failure  of  Keynesian  and  of  monetarist 
policies  has  created  an  opening  for  the  rational  expecta- 
tions school.  It  is  already  off  to  a  strong  start.  Most 
younger  economists,  whether  or  not  they're  committed  to 
the  letter  of  ratex,  agree  with  Dale  Jorgenson  of  Harvard, 
who  says,  "Rational  expectations  is  a  completely  success- 
ful intellectual  movement.  Its  impact  has  been  far  more 
sweeping  than  the  monetarist  revolution.  The  only  thing 
comparable,  at  the  intellectual  level,  is  Keynesianism." 
Indeed,  most  economists  now  include  ratex  in  their  mod- 
els of  economic  behavior. 

Rational  expectations  began  winning  converts  during 
the  Seventies.  Doubtless,  interest  ran  high  because  of  the 
breakdown  of  Keynesianism,  but  the  development  of  tech- 
niques necessary  to  incorporate  ratex  in  economic  models 
was  just  as  important.  (The  crucial  mathematical  theory 
was  invented  in  the  Forties  and  Fifties  but  didn't  become 
part  of  economists'  tool  kits  until  the  Seventies.) 

The  new  models  fly  in  the  face  of  the  Keynesian  notion 
that  government  can  choose  policies  and  predict  outcomes 
because  people's  responses  are  fixed  and  known.  Non- 
sense, say  ratexians.  People  will  change  their  strategies 
when  the  government  changes  its  strategies — what  Thom- 
as Sargent  of  the  University  of  Minnesota  calls  "the  princi- 
ple of  strategic  interdependence."  Surely,  it's  that  very 
principle  that  has  the  Fed  so  worried  now:  If  the  Fed  turns 
too  loose,  too  fast,  investor  reaction  will  bring  a  screeching 
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ANNOUNCING  THE  B 
OF  THE  OVERSIZED  C 
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INNING  OF  THE  END 
IPUTER. 


Something  is  happening  to  the  huge 
computers  huge  corporations  use. 

They're  shrinking,  both  in  size 
and  in  importance. 

And  perhaps  the  most  dramatic 
example  of  what  the  future  will  bring 
is  a  remarkable  NCR  computer  that 
packs  a  roomful  of  computer  power 
into  a  box  the  size  of  a  suitcase. 

The  technology  that  made  it  pos- 
sible is  called  VLSI  (for  very  large 
scale  integration).  It  allows  us  to 
put  70,000  electronic  elements  on 
a  chip  the  size  of  a  fingernail. 

This  technology  also  makes  this 
computer  faster,  more  reliable  and 
easier  to  service  than  its  much 
bigger  cousins. 

And,  unlike  them,  it  needs  no 
special  air  conditioning  or  special 
wiring.  All  you  do  is  plug  it  in. 

But  the  bottom  line  is  that  it 
dramatically  reduces  the  price  of 
computing  power. 

Even  huge  corporations  can't 
pass  up  a  deal  like  that. 

That's  why  bigger  computers 
aren't  necessarily  better  anymore. 

INNOVATIVE  COMPUTER 
TECHNOLOGY. 

YOU  CAN  EXPECT  IT 
FROM  NCR. 


NCR 


Rjdlard  Howard 


Harvard's  Dale  Jorgenson,  noncombatant 


"There  is  an  old  saying — dummies  and 
old  folks  do  policy." 


halt  to  the  recent  bond  rally,  as  inflation-anxious  investors 
switch  into  hard  assets.  In  this  sense,  rational  expectations 
theory  is  a  cousin  of  game  theory. 

"People  always  anticipate  the  future,"  says  Edward  Pres- 
cott  of  the  University  of  Minnesota.  "How  you  respond  to 
incentives  depends  a  lot  on  what  you  think  things  are 
going  to  be  like  in  the  future."  As  in  a  chess  game,  the 
players  must  think  not  only  of  their  next  move  but  of  the 
move  that  it  would  elicit  from  their  opponents,  and  so  on. 

The  basic  idea  of  rational  expectations,  according  to  its 
archdeacon,  Robert  Lucas,  is  that  people  act  in  their  own 
self-interest.  No  controversy  there.  Where  ratex  breaks 
new  ground  is  in  factoring  in  that  people  act  on  anticipa- 
tion as  well  as  on  direct  stimuli.  To  take  a  simple  example, 
the  announcement  that  there  will  be  a  tax  increase  next 
year  could  well  cause  people  to  reduce  their  spending  this 
year — in  anticipation  of  the  blow.  Or  take  a  look  at  the 
municipal  market  today.  As  investors  evaluate  the  chat 
about  tax  reform  coming  out  of  Washington,  expectations 
of  lower  tax  rates  are  making  munis  less  attractive,  thus 
pushing  up  yields.  The  old  view  that  government  can 
manage  the  economy  by  fooling  people  is  thus  neatly 
replaced  by  the  idea  that  people  can  fool — and  foil — gov- 
ernment policymakers. 

What  policy  can  we  expect  from  ratexians?  While  few 
of  them  are  interested  in  making  prescriptions  as  such, 
they  know  what  they  don't  want:  active  policy.  Govern- 
ment tinkering,  they  feel,  can  be  not  only  ineffective  but 
also  dangerous,  causing  uncertainty  and  inefficient  sec- 
ond-guessing. Lucas  says  that  government  should  stick 
to  a  smooth  monetary  policy,  but  he  doesn't  think 
there's  much  else  that  government  can  and  should  do. 
Cutting  taxes,  for  instance,  to  remedy  unemployment  "is 
destabilizing."  He  means  that  since  no  one  can  be 
exactly  certain — even  with  the  best  ratexian  math — how 
people  will  respond  to  the  cut,  it  would  be  foolish  to 


Ratex  sallies  forth 


Tlhe  founders  of  the  rational  expectations  school, 
now  in  their  40s,  don't  much  like  to  talk  policy. 
Abstract  theoretical  work  built  their  reputations. 
But  behind  them  comes  a  generation  of  newly  mint- 
ed economists  whose  research,  and  careers,  are 
geared  toward  turning  those  mathematical  abstrac- 
tions into  workable  policy  ideas.  With  them  ratex 
will  sally  forth  from  the  graduate  seminar  and  in- 
vade the  editorial  columns  and  the  halls  of  Congress. 

This  is  not  the  army  of  interventionism.  Even  Ben 
Bernanke,  a  Stanford  associate  professor  who  is  half 
Keynes,  half  ratex,  says:  "The  notion  that  the  gov- 
ernment should  pay  attention  to,  or  control,  every 
wiggle  in  the  economy  is  simply  dead.  The  only 
question  left  is  whether  they  should  do  anything  to 
moderate  a  serious  boom  or  bust." 

That  may  still  be  a  question  to  Bernanke  but  not  to 
the  young,  all-out  ratexians.  "We're  moving  toward 
preprogrammed  policy,"  argues  Patrick  Kehoe,  an 
assistant  professor  at  the  University  of  Minnesota, 
"rather  than  allowing  policymakers  to  react  to  day- 
to-day  blips  in  output  or  interest  rates."  That  means 
creating  clear  guidelines,  spelling  them  out  in  ad- 
vance, and  leaving  the  government  little  leeway  to 
shift  gears  if  the  economy  changes.  Kehoe  concedes 
it's  a  lot  easier  to  talk  about  the  need  for  guidelines 
than  to  come  up  with  workable  examples.  A  fixed 
money  supply  growth  rate  is  one  possible  guideline. 
A  commitment  to  constant  tax  rates  is  another— no 
more  juggling  the  tax  laws  each  spring.  The  tax  laws 
aren't  perfect,  but  better  the  devil  you  know.  .  .  . 

The  Fed  could  also  be  in  for  change.  Many  young 
ratexians  think  the  Fed  would  be  more  efficient  if  it 
publicly  announced  shifts  in  monetary  policy  in- 
stead of  enshrouding  itself  in  secrecy.  They  argue, 
according  to  economist  Paul  Richardson,  that  the 
Fed  should  get  the  information  out  in  the  open  and 
let  the  market  decide  what  to  do.  "Why  is  it  good  for 
the  economy  to  have  hundreds  of  people  each  week 
trying  to  guess  what's  going  on  in  Paul  Volcker's 
mind?"  asks  Richardson,  at  23  already  an  assistant 
professor  at  the  University  of  Minnesota.  "That  just 
creates  unnecessary  turmoil."  Creates  work  for  a  lot 
of  analysts  and  journalists,  too. 

Another  area  ripe  for  ratex  is  international  policy. 
Say  the  U.S.  moves  to  raise  a  tariff.  Economists 
typically  have  dismissed  other  countries'  reactions 
in  figuring  out  consequences  for  the  U.S.  Rational 
expectations  says  it's  pointless  to  try  to  judge  the 
effect  without  accounting  for  retaliation  by  our  trad- 
ing partners.  Trade  negotiators  would  agree. 

Which  brings  us  to  the  ratexian's  favorite  re- 
sponse: It  all  depends.  Whether  a  tariff  is  a  good  idea 
depends  in  good  part  on  how  other  countries  would 
react.  So  with  a  rise  in  interest  rates.  Whether  it 
would  be  good  or  bad  would  depend,  for  example,  not 
only  on  whether  it  would  slow  an  excessive  boom 
but  also  on  whether  the  Mexican  and  Argentinean 
governments  were  driven  by  it  to  default.  What 
might  that  do  to  Americans'  faith  in  their  own 
banking  system?  And  to  what  is  left  of  U.S.  industri- 
al exports?  Faced  with  these  uncertainties,  there  are 
times  when  the  best  policy  is  no  policy,  or  at  least  no 
change  in  policy.  Meddling  may  only  make  matters 
worse. — Jane  Sasseen 
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Now  with  MicroStar  services  your  choices 
are  as  endless  as  your  potential. 


Choices.  They're  essential  because  every  business  faces  unique  treasury 
management  challenges.  Now  MicroStar  services  offer  the  solutions  that  can 
help  you  meet  those  challenges.  And  free  you  to  explore  the  opportunities 
that  can  help  your  business  prosper. 

With  more  than  ten  affordable  packages  to  choose  from,  MicroStar 
rvices  help  you  accumulate  and  organize  your  treasury  management  infor- 
tion — then  act  on  your  decisions  quickly  efficiently,  and  electronically, 
you  can  choose  exactly  the  products  your  business  needs  today.  Then  add 
I » those  products  as  your  needs  grow.  And  we're  continuing  to  develop 
innovations  that  will  meet  your  future  needs. 

Bank  of  America,  the  leader  in  micro  treasury  services,  has  installed  and 
supported  more  micro  treasury  systems  in  more  industries  across  the 
I  country.  We've  gained  a  user-friendly  expertise  that  not  only  describes  our 
products,  but  our  consultants,  our  regional  training  teams  and  our  service 

If,  as  well. 
For  more  information  on  the  wide  range  of  MicroStar  services,  call  your 
ik  of  America  account  officer  or  the  Bank  of  America  office  nearest  you. 
i  get  one  step  closer  to  your  potential. 

Look  to  the  Leader. 


Bank  of  America 


The  California 
advantage. 
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At  Pacific  Telesis,  one  of  our 
biggest  assets  isn't  listed  on 
)ur  balance  sheet. 

It's  the  fact  that  we  do  busi- 
less  in  the  country's  most 
iynamic  telecommunications 
narketplace. 

We  call  it  the  "California 
id  vantage!'  and  we're  tapping 
his  advantage  to  increase 
he  value  of  our  shareowners' 
n  vestment. 

What  makes  California  so 
exceptional?  Con- 
sider the  facts. 

Economic 
jxpansion. 

With  a 
projected 
1984  gross  pro- 
duct of  more  than 
$460  billion,  California  is 
ie  seventh  largest  economic 
>ower  in  the  world.  One -fifth 
I  the  nation's  500  fastest- 
rowing  companies  are 
)cated  in  California— more 
lan  any  other  state.  And  The 
conomisl  predicts  that  Cali- 
)rnia's  economy  will  be  the 
'orld's  fourth  largest  by  the 
ad  of  the  century 
California's  rapid  economic 
rowth  has  created  a  tremen- 
lous  demand  for  telecom- 
lunications  services.  This 
imand  is  expected  to  grow 
a  compound  annual  rate 
16  percent— from  $9.7  bil- 
>n  in  1981  to  $44.4  billion 
1991. 

Concentrated  population 
'owth.  California  is  the  most 
ppulous  state,  and  growing 
ace  as  fast  as  the  rest  of  the 
)untry  1984  figure:  24  million. 


1990  projection:  27  million. 

As  a  result,  we  project  a  sim- 
ilarly healthy  increase  in 
Pacific  Bell's  current  11.5  mil- 
lion access  lines.  And,  because 
91  percent  of  California's 
growing  population  is  con- 
centrated in  urban  areas,  we'll 
be  able  to  expand  our  net- 
work on  a  more  cost  efficient 
basis. 

Technological  sophistica- 
tion. The  California  market  is 
more  than  just  big  numbers. 
It's  sophisticated  as  well.  Much 
of  the  world's  research  in 
microelectronics  is 
conducted  in 


the  Silicon 
Valley  and  14 
other  high  tech  hot 
spots  around  the  state. 

And  California  leads  the 
nation  in  aerospace  and  de- 
fense contracts  and  in  high 
technology  manufacturing— 
all  communications -intensive 
industries. 

California  also  leads  in  the 
number  of  personal  com- 
puters, with  20  percent  of  the 
nation's  9.5  million  total.  Not 
inconsequentially,  many  of 
these  computers  rely  on  the 
Pacific  Bell  network  to 
communicate. 

The  complete  picture.  The 
California  telecommunica- 
tions market  has  size,  sophis- 
tication, wealth  and  something 
equally  important— an  appe- 
tite for  innovation.  And  our 
company's  success  with 
mobile  telephone  service  is  a 
good  illustration  of  how  we're 
capitalizing 


laries,  PacTel  Mobile  Access, 
began  operations  in  four  Los 
Angeles  area  counties.  The 
company  markets  Mobilinxf" 
a  new  kind  of  mobile  tele- 
phone service  based  on 
cellular  radio  technology 

By  November,  PacTel 
Mobile  Access  had  become 
the  largest  cellular  system  in 
the  country — with  over  1 2 ,000 
customers. 

The  examples  we've  given 
you  here  are  just  a  few  of  the 
ways  in  which  we're  success- 
fully tapping  California's 
potential. 

For  investors,  the  bottom 
line  is  this:  Pacific  Telesis  is  the 
only  new  Bell  company  with 
the  California  advantage. 

To  find  out  more,  please 
write  Michael  McGreevy  Di- 
rector Investor  Relations,  140 
New  Montgomery  Street,  San 
Francisco,  California  94105. 


on  all  four  of 
these  factors. 
Last  June, 
one  of  our 
new  subsid- 


PACIFICtJTELESIS 

Group 


What  are  you  going  to  do 
when  you  can't  charge  anymore 
for  your  products  ? 


If  you  pass  on  too  many  cost  in- 
creases, it  won't  take  too  long  be- 
fore your  customers  will  pass  up 
what  you're  trying  to  sell. 

If  you  don't  pass  on  cost  in- 
creases, you  start  losing  money. 

It's  a  tough  problem.  But  fortu- 
nately, there's  a  good  way  to  solve 
it.  With  a  Bodine  assembly  ma- 
chine. 

ABodine  machine  is  designed  to 
increase  your  productivity  by  au- 
tomating the  one  place  where  you 
can  probably  save  the  most-your 
small  parts  assembly  operation. 
The  fact  is,  a  Bodine  machine  just 
may  be  able  to  cut  the  cost  of  small 
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parts  assembly  by  95%  or  more. 

At  the  same  time,  it  can  cut  war- 
ranty and  liability  costs.  Because  a 
Bodine  machine  can  provide  100% 
inspection  and  verification  of  all 
parts. 

The  result  is  a  higher  quality 
product  at  lower  cost.  If  that 
sounds  like  the  kind  of  thing  you'd 
like  to  hear,  call  Frank  Riley,  our 
Vice  President.  He'll  tell  you  even 
more.  The  Bodine  Corporation,  317 
Mountain  Grove  St., 
Bridgeport, 
CT  06605. 
(203)  334-3107. 


MinB 


predict  its  results  (see  box,  p.  154). 

Lucas  doesn't  expect  that  the  inter- 
ventionist school  will  simply  fade 
away.  "We'll  still  see  a  demand  for 
fixers  and  a  supply  of  crackpot  fixes, 
like  industrial  policy  and  supply-side 
economics,"  he  says.  Keynesianism 
might  be  discredited,  but  its  legacy  of 
government  intervention  lives  on. 
People  think  that  when  something 
goes  wrong,  someone  in  Washington 
should  do  something  to  right  it. 

Nonetheless,  most  economists  feel 
it's  a  matter  of  time  before  ratex  is 
assimilated.  Harvard's  Dale  Jorgenson 
estimates  that  important  ideas  take 
20  years  before  becoming  the  reigning 
wisdom. 

Jorgenson  may  be  too  pessimistic. 
Certainly  the  move  to  deregulate  the 
economy  begun  in  the  Carter  Admin- 
istration and  continued  in  Reagan's 
first   term   represents   anti-interven- 

During  the  last 
recession,  there  was 
hardly  any  call  for 
politicians — or  economists 
— to  do  something. 


tionist    sentiment.    More    dramatic, 
Martin  Feldstein,  the  council  chief  re- 
cently chased  back  to  Harvard,  ob- 
serves that  during  the  1982  recession 
there  was  hardly  any  call  from  either 
professional  economists  or  elected  of  I 
ficials  for  the  government  to  do  some 
thing.  So,  too,  despite  high  unemploy 
ment,  there  was  very  little  said  abou 
policies  to  bring  it  down  during  thu 
presidential  campaign.  "It's  amazinj 
how  far  we've  come,"  says  ratexiaii 
Neil  Wallace.  "That  hasn't  happenec 
in  any  of  the  previous  presidentia 
elections  of  the  last  20  years." 

Of  course,  bidding  good-bye  to  th 
illusion  of  active  government  man 
agement  will  be  painful.  As  Wallac 
observes,  Keynesianism  "had  a  kin 
of  free-lunch  aspect  that  everybody 
can  be  made  better  off  by  manipulat. 
ing  the  system,  as  opposed  to  the  usi;: 
al  message  that  resources  are  scarce 
that  difficult  choices  have  to  be  mad 
and  there's  no  easy  way  to  make  e\ 
erybody  better  off." 

But  against  the  undoubted  appeal  ( 
the  old  Keynesian  arguments  for  go^ 
ernment  management,  consider  thi 
The  result  of  the  presidential  electio 
showed  that  a  lot  of  people  think  th 
homely  economics  of  an  A.B.  froi 
Eureka  College  are  better  than  tr 
advice  given  by  a  bunch  of  intervei 
tionist  Ph.D.s.  That  may  not  be  tic 
progress,  but  it  is  progress.  ■ 
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IN  NEW  YORK'S 
BUSINESS  WORLD,  PATIENCE 

New  Yorkers  enjoy  a  well-      TQ  TVT/'^YTP       ^or  ^  fl°ors  —  a  maximum 
deserved  reputation  for       J^^   JL  i\^y  J  wait  of  12  seconds.  And 

impatience.  They  live,        a     -»■  y  1  TV  I  T|     1 1  1       once  your  day  begins, 
work  and  play  in  the        l\    \/  I  W  |  H       our  Executive  Services 

world's  fastest  city,  and      <*-■*•▼    XX.  V  A  v^lv*     Director  will  help  put 
they  don't  like  to  be  kept  waiting.  time  on  your  side. 

Unfortunately,  there  are  days  when  He's  your  inside  connection  for 

New  York  seems  to  conspire  against  the         hotel  reservations,  theatre  tickets,  lim- 
person  in  a  hurry.  The  trains  are  late.        ousines,  even  translation  services. 


The  cabs  are  few.  And  the  last 
thing  one  needs  is  to  waste  pre- 
cious time  waiting  for  an  elevator. 
Welcome  to  the  Pan  Am 
Building,  the  world's  most  civi- 
lized work  environment.  The 
next  time  you  anive  at  7:57  for 
an  8:00  a.m.  meeting,  you'll 
appreciate  having  59  elevators 


Find  out  how  the  wealth  of 
Pan  Am  Building  amenities 
can  help  make  your  day  more 
civilized.  If  your  company  is 
considering  a  move,  please  call 
Cross  &  Brown  Company,  at 
212-986-2100. 

As  soon  as  you  have  a  min- 


The  Pan  Am  BuildincThe  World's  Most  Civilized  Work  Environment 


)  1984  Cross  &i  Brown  Company,  New  York,  N.Y. 
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XEROX 


We  knew  the  Xerox  Memorywriter  was 
well  liked.  After  all,  no  electronic  typewriter 
in  America 
sells  better.  -^ 


But  we  weren't  prepared  for  "I  LOVE 
T!!!"  "I  couldn't  live  without  it!!"  "We've 
alien  in  love  with  it." 

Yet  that's  what  people  have  been  writing 
is— those  are  quotes  from  actual  letters  that 
(erox  has  been  getting  by  the  hundreds. 

Every  secretary  had  a  different  reason  for 
wing  the  Memorywriter.  A  woman  in  New 
srsey  wrote,  "Everything  I  type  looks  like  a 
lillion  bucks." 

A  California  typist  wrote,  "I  continue  to 
larvel  at  how  quickly  I  can  type  up  letters 
nd  documents." 


From  Illinois:  "For  the  not-always  perfect 
secretary,  the  neat,  quick  erasing  is  a  blessing!" 

Writing  about  the  Memorywriter's  display 
feature,  a  New  York  secretary  said,  "I  can 

see  what  I  am  typing    (-ixamYorrw 

before  it  is  printed.  My   ■        flAe 


invoices  are  letter-perfect  the  first  time." 

From  an  office  manager  in  Ohio:  "As  our 
business  grows,  the  Memorywriter  has  the 
ability  to  grow  with  us.  At  anytime,  we  can 
have  this  machine  upgraded  to  give  us  unlim- 
ited memory." 

On  having  to  switch  to  an  ordinary  type- 
writer, after  getting  used  to  a  Memorywriter, 
a  Texas  secretary  commented,  "It's  like  going 
from  a  Rolls  Royce  to  a  mule." 

Even  better,  the  Memorywriter  is  part  of 
Team  Xerox,  a  wide  array  of  products,  people 
and  services  to  help  meet  all  your  informa- 
tion needs.  For  more  information,  call  1-800- 
833-2323,  ext.  400  or  your  local  Xerox  office 
or  send  in  the  coupon. 

And  pretty  soon,  you,  too,  could  be  saying, 
"Your  Memorywriter  saved  my  sanity." 
"I  LOVE  YOU,  XEROX!" 


Xerox  Corp..  Box  24,  Rochester,  NY  14692  D  Please  have  a  sales  representative 
contact  me.  □  I'd  like  to  see  a  Memorywriter  demonstration. 
□  Please  send  me  more  information. 


NAME 

TITLE 

COMPANY 

ADDKKSS 

cm 

STATE 


ZIP 


PHONE 


152-12-17-84 


XEROX®  is  a  trademark  of  XEROX  CORPORATION 


David  Stockman  opposed  it.  But  Mark  Hat- 
field sold  it,  Ronald  Reagan  signed  it  and 
the  country's  lumbermen  love  it. 

The  great  timber 
bailout  of  1984 


By  Kathleen  K.  Wiegner 

Mexico  isn't  the  only  place  where 
debt  is  renegotiated.  It's  also  done  in 
Region  Six.  That's  the  U.S.  Forest  Ser- 
vice's designation  for  an  area  encom- 
passing the  Northwest's  great  conifer 
forests  in  Washington  and  Oregon.  In 
the  late  1970s  and  early  1980s,  tim- 
ber-poor lumbermen,  particularly 
those  west  of  the  Cascade  range, 
signed  timber-cutting  contracts  with 
the  Forest  Service  for  9.7  billion  board 
feet  at  around  $310  per  thousand 
board  feet  (Forbes, yaw.  30).  Today  the 


price  is  around  $86  per  thousand 
board  feet.  Forcing  the  lumbermen  to 
honor  their  timber  contracts  could 
have  cost  the  industry  over  $2  billion 
and  bankrupted  several  sizable  firms. 

According  to  estimates  by  Salomon 
Brothers  analyst  H.C.  Bowen  Smith, 
Eugene,  Ore. -based  Bohemia  Corp. 
could  have  lost  over  $138  million — 
$42  million  more  than  Bohemia's  net 
worth.  Medford,  Ore. -based  Medford 
Corp.'s  $76  million  timber  contract 
liability  would  have  wiped  out  its  $61 
million  net  worth  (see  table). 

Ronald  Reagan  to  the  rescue.  On 


Oct.  16  the  President  bailed  out  the 
lumbermen  by  signing  into  law  HR 
2838.  In  effect,  the  law  gives  timber 
companies  the  chance  to  pay  for  their 
folly  in  increments  that  should  cause 
little  financial  damage  to  all  but  a 
handful  of  the  smallest  outfits.  The 
bill  could,  for  example,  cut  Bohemia's 
potential  contract  loss  from  $138  mil- 
lion to  $63  million,  Medford's  from 
$76  million  to  $17  million. 

The  timber  bailout  shows  political 
maneuvering  at  its  most  artful.  Less 
than  a  year  ago,  chances  for  legisla- 
tion looked  as  bleak  as  the  timber 
companies'  balance  sheets.  Reagan 
was  against  any  bailout.  Even  the  for- 
est products  companies  were  fraction- 
alized.  A  dozen  small,  privately 
owned  timber  companies  that  had  not 
engaged  in  the  bidding  frenzy  of  the 
late  1970s  opposed  relief  on  the 
grounds  that  it  would  only  encourage 
further  speculative  excess.  Southern 
timber  companies,  which  buy  little  or 
no  federal  timber,  also  opposed  a  bail- 
out. They  worried  that  if  contracts 
were  terminated,  the  Forest  Service 
would  throw  billions  of  board  feet  of 
unharvested  trees  on  the  market,  fur- 
ther depressing  the  already  low  price 
of  standing  timber  in  the  Northwest. 
Big  outfits  such  as  Boise  Cascade  and 
Potlatch  were  cool  to  the  inequity  in 
proposals  that  helped  only  small  com- 
panies west  of  the  Cascades. 


Knotty  questions 

How  much  exposure  forest  products  companies  have     ing  volumes  can  be  cut  over  the  next  five  years.  If 
with  their  high-cost  federal  contracts  is  both  controver-     wood-product  prices  recover,  remaining  potential  loss 
sial  and  complex.  How  much  timber  eventually  will  be     would  be  reduced.  Total  unharvested  volumes  are  as 
turned  back  will  not  be  known  until  next  year.  Remain-     of  June  30, 1984;  potential  losses,  as  of  Aug.  31, 1984. 

Company 

Net 
worth 

Total                  Potential 
volume                    loss 

Buyout 
volume 

Potential 

loss 
removed 

Buyout 
cost 

Remaining 

potential 

loss 

Bohemia 

$  96 

566                     $138.4 

202 

$75.8 

$2.0 

$62.6 

Boise  Cascade 

1,423 

851                        119.8 

209 

62.1 

11.5 

57.8 

Champion  International 

1,830 

442                         89.0 

201 

63.6 

11.1 

24.9 

Georgia-Pacific 

2,125 

140                         37.9 

89 

28.4 

4.0 

9.5 

International  Paper 

3,374 

236                         43.2 

137 

34.9 

5.1 

8.3 

Louisiana-Pacific 

752 

147                       102.2 

203 

49.2 

10.6 

53.0 

Medford  Corp 

61 

250                         75.6 

151 

58.5 

1.5 

17.1 

Plum  Creek  Timber" 

4,027 

280                         25.5 

201 

22.2 

3.9 

3.3 

Pope  &  Talbot 

112 

271                         72.0 

203 

60.8 

5.8 

11.2 

Publishers  Papert 

1,183 

362                         73.0 

201 

54.5 

8.7 

18.5 

Southwest  Forest 

205 

536                       141.9 

202 

86.1 

15.6 

55.8 

St  Regis  Corp 

1,411 

141                          11.6 

123 

11.1 

1.9 

0.5 

Weyerhaeuser 

3,260 

66                           5.0 

42 

4.1 

1.2 

0.9 

Willamette  Industries 

413 

343                         85.6- 

200 

59.9 

10.3 

25.7 

Dollars  in  millions,  volume  in  million  board  feet.     "Subsidiary  of  Burlington  Northern 

tSubsidiary  of  Times-.V 

irror.    Sources  Timber  Data  Co 

.  Salomon  Brothers 
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MEven  in  the  heart  of  the 
vilderness  I've  found  away  to  enjoy 
ife's  creature  comforts. 

Its  called  Jeep  Grand  Wagoneer." 

BROWN  W.  CANNON,  JR.,  CHAIRMAN,  COLORADO  OUTWARD  BOUND  SCHOOL 


Brown  W.  Cannon,  Jr.  is  a 
tan  who  loves  to  get  off  the  beaten 
ath.  He  is  chairman  of  the  Colorado 
>utward  Bound  School,  renowned 
)r  its  rugged  and  exciting  wilder- 
ess  trips.  Equally  rugged  and  excit- 
lg  is  his  Jeep®  Grand  Wagoneer. 

Grand  Wagoneer  lets  you 
lift-on-the-fly  into  the  trailblazing 
action  of  4-wheel  drive.  That's 
'hen  it  displays  a  real  passion  for 
\e  great  outdoors... all  the  while 
jrrounding  you  with  an  unexpect- 
level  of  comfort  and  luxury. 


«. 


For  one  thing,  the  Grand 
Wagoneer  is  invitingly  spacious  in- 
side, with  ample  room  for  six. 
And  it  boasts  an  array  of  luxury 
features  like  supple  leather,  power 
windows  and  door  locks  and  a  pre 
mium  sound  system,  all  standard. 

And  thanks  to  its  new  sus- 
pension system,  the  Grand 
Wagoneer  provides  its  smoothest 
ride  ever — on  paved  roads,  rough 
roads  and  even  where  there  are 
no  roads  at  all. 

Jeep  Grand  Wagoneer,  the 
most  luxurious  way  to  answer 
the  call  of  the  wild. 


Jeep  A  Grand  Wagoneer 

The  Ultimate  Wagon 

AVAILABLE  FOR  PURCHASE  OR  LEASE  AT  PARTICIPATING  JEEP  DEALERS 

SAFETY  BELTS  SAVE  LIVES. 


The  $64,000  question. 
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The  task  of  building  a  coalition 
powerful  enough  to  bend  Reagan's 
mind  fell  to  two  experienced  Oregon 
pols — Republican  Senator  Mark  Hat- 
field, who  had  spent  three  years  fight- 
ing for  some  sort  of  relief  for  his  con- 
stituency, and  Democratic  Repre- 
sentative Les  AuCoin,  who  had 
introduced  a  contract  relief  bill  in 
1981.  Both  men  were  up  for  reelection 
this  year,  so  the  pressure  to  perform 
was  on.  Both  won  reelection. 

Hatfield  and  AuCoin  zeroed  in  on 
Senator  Howard  Metzenbaum,  the 
Ohio  Democrat  who  had  threatened 
to  filibuster  any  legislation  that  did 
not  include  a  "needs  test."  Metzen- 
baum had  opposed  earlier  timber  con- 
tract relief  bills  on  populist  grounds, 


The  timber  bailout  shows 
political  maneuvering  at  its 
most  artful.  Less  than  a 
year  ago,  chances  for 
legislation  looked  as 
bleak  as  the  balance  sheets 
of  the  timber  companies. 


arguing  they  might  treat  large  compa- 
nies less  severely  than  smaller  ones. 
But  Hatfield  and  AuCoin  convinced 
Metzenbaum  they  wanted  to  bail  out 
companies  in  proportion  to  their 
need,  not  their  size. 

Southern  timber  interests  had  to  be 
brought  around,  too,  of  course.  Even- 
tually the  Northwest  lumbermen 
convinced  the  Southerners  that  a 
wave  of  bankruptcies  in  the  North- 
west would  hurt  everyone,  specifical- 
ly on  Wall  Street.  The  South  bought 
the  argument  and  endorsed  legisla- 
tion hammered  out  by  Metzenbaum 
and  Hatfield. 

No  one  could  deliver  Budget  Direc- 
tor David  Stockman  and  Assistant 
Agriculture  Secretary  John  Crowell  Jr. 
(who  is  responsible  for  the  Forest  Ser- 
vice), who  remained  unalterably  op- 
posed to  the  bailout.  But  no  one,  it 
turned  out,  had  to.  Without  fanfare, 
Reagan  signed  HR  2838  just  one  day 
before  it  would  have  expired. 

HR  2838  amounts  to  a  nifty  piece  of 
debt  restructuring.  In  general,  it  al- 1 
lows  lumbermen  to  pay  off  much  of 
their  timber  contract  liabilities  at  i 
pennies  on  the  dollar.  The  bill  says 
companies  can  buy  out  of  up  to  55% 
of  their  cutting  contracts,  up  to  a 
maximum  of  200  million  board  feet  of 
contracted  volume.*  The  other  45% 
must  be  harvested  under  the  terms  of 

*  Most  contracts  are  in  the  range  of  200  million  to  I 
300  million  board  feet  The  largest  contracted  ml 
ume,851  million  board  feet,  is  held  by  Boise  Cascade. 
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the  original  contracts,  some  of  which 
run  until  1989.  Companies  have  until 
mid-April  of  next  year  to  decide  how 
much  timber  to  return. 

What  price  the  buyout?  To  make 
sure  big  companies  were  not  favored 
relative  to  little  ones,  Metzenbaum 
got  his  needs  test;  companies  with 
greater  financial  strength  pay  more  to 
buy  back  their  cutting  liabilities. 
Thus,  according  to  Salomon  Brothers' 
Bowen  Smith,  Bohemia  (whose  poten- 
tial contract  losses  equal  144%  of  its 
net  worth)  can  eliminate  $76  million 
worth  of  potential  timber  contract 
losses  by  paying  $2  million.  But 
healthier  Champion  International, 
whose  potential  loss  equals  5%  of  net 
worth,  would  have  to  pay  $  1 1  million 
to  wipe  out  $64  million  of  potential 
losses. 

And  how  were  the  southern  timber 
interests  taken  care  of?  HR  2838  puts 
a  cap  on  the  amount  of  Region  Six 
timber  the  Forest  Service  can  sell. 
Over  the  next  seven  years,  total  Forest 
Service  timber  sold  but  unharvested 
may  not  exceed  12.3  billion  board  feet 
(about  a  three-year  supply).  Sales  in 
any  one  year  may  not  exceed  5.2  bil- 
lion board  feet.  The  southern  lumber- 
men like  that  provision  because  it 
removes  the  threat  of  massive  clear- 
ance sales  by  the  Forest  Service  that 
would  undercut  their  price  structure. 
Contract  relief  does  not  solve  the 
fundamental  problems  of  the  North- 
west timber  industry:  overcapacity, 
high  raw  material,  labor  and  transpor- 
tation costs  and  increasing  competi- 
tion from  cheaper  Canadian  products. 
Nor  will  it  prevent  defaults  by  compa- 
;  nies  that  find  even  the  relief  offered 
inadequate.  It  merely  buys  time. 

The    government    could    receive 
around  $400  million,  as  companies 
buy  out  of  their  contracts.  And  the 
Forest  Service  and  Bureau  of  Land 
Management  might  get  back  as  much 
as  7  billion  board  feet  of  timber,  worth 
around  $600  million  at  current  prices. 
So  how  much,  net,  will  the  great 
timber  bailout  cost  the  Treasury?  It's 
hard  to  say  precisely.  David  Stock- 
man told   Congress   that   HR   2838 
I  would  cost  the  government  $400  mil- 
ff  lion  it  might  have  collected  from 
•  those  companies   that   could  honor 
■  their  contracts.  Congress'  in-house  re- 
1  search  arm  put  the  cost  at  $1  billion. 
Not  exactly  small  change  either  way. 
But  lumbermen,  like  central  bankers 
)  in  Mexico  and  Brazil,  argued  the  gov- 
|  ernment  was  better  off  with  some- 
!  thing  from  a  surviving  industry  than 
nothing  from  a  bankrupt  one. 

Persuasive  logic,  that,  even  if  it 
does  make  nonsense  of  the  definition 
of  the  very  word  "contract."  ■ 
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The  $20-00  answer: 


To  send  a  gift  of  Drambuie,  call  1-800-238-4373.  Void  where  prohibited  by  law. 
"Approximate  price  750  ml  bottle,  which  will  vary  depending  on  location  of  purchase. 
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IBM  PC  Software:  the  value  ofchoosn 


Shoes. 
If  they  don't  fit,  they're  not  worth  wearing. 

Software  programs. 
If  they  don't  fit,  they're  not  worth  using. 

That's  why  it's  altogether  fitting  that  IBM 
Personal  Computer  Software  offers  you  a  choice. 


Size  up  the  selection. 

\bu'll  find  many  types  of  programs  in  the 
IBM  software  library.  They'll  help  keep  you  on 
your  toes  in  the  office,  at  home  or 
in  school. 

There  are,  in  fact,  seven 
different  categories  of  IBM  pro- 
grams called  "families."  A  family 
of  software  for  business,  productivity,' 
education,  entertainment,  lifestyle, 
communications  or  programming. 

Of  course,  every  program  in 
every  family  is  tested  and  approved  by 
IBM.  And  IBM  Personal  Computer 
Software  is  made  to  be  compatible 
with  IBM  Personal  Computer  hardware. 


Q'wmJL 


vgrams  that  fit 


Puttingyour 
best  foot  forward. 

Although  every  person  isn't  on  equal  footing 
when  it  comes  to  using  personal  computer 
software,  there's  something  for  almost  everyone  in 
the  IBM  software  library. 

For  example,  you  may  be  on  a  shoestring 
budget  and  want  a  big  selection  of  programs 
with  small  price  tags. 

Yon  may  be  introducing  students  to 
computing  and  want  programs  that  are  simple  to 
use  and  simple  to  learn. 

\bu  may  run  a  business  requiring 
sophisticated  inventory  and  payroll 
programs.  Or  you  may  run  a  business 
requiring  a  single  accounting  program. 


\bu  may  write  interoffice  memos  and  want  a 
streamlined  word  processing  program.  Or  you 
may  be  a  novelist  looking  for  a  program  with 
features  worth  writing  home  about. 

Now  you  can  find  IBM  Personal  Computer 
Software  that  fits  —  to  help  you  accomplish 
specific  tasks  and  reach  individual  goals. 

Stroll  into  a  store  today. 

What's  the  next  step? 

Visit  an  authorized  IBM  Personal  Computer 
dealer  or  IBM  Product  Center  near  you.  lb  find 
out  exactly  where,  call  800-447-4700.  In  Alaska 
or  Hawaii,  800-447-0890. 

Ask  your  dealer  to  demonstrate  your  choice 
of  programs.  Then  get  comfortable.  Sit  down  at 
the  keyboard  and  try  IBM  software  on  for  size. 


Personal  Computer  Software 
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Taxing  Matters 


Don't  be  surprised  if  the  store  clerk  refuses 
to  send  your  purchase  across  state  lines  to 
avoid  sales  tax.  He's  just  trying  to  keep 
himself  out  of  jail. 


No  more  free  ride 


By  Laura  Saunders 


It    must    have    been 

^^MT~     quite  a  sight  tor  sleek 

C^jS^  I     shoppers     at     Bulgari, 

one  of  New  York  City's 

/^G-    most  exclusive  jewelry 

^?— I    stores.  At   10:30  on  a 

recent  autumn  morning,  a  posse  of 
uniformed  policemen  and  officials 
armed  with  a  search  warrant  descend- 
ed on  the  store,  blocking  all  entrances 
so  that  no  one  could  leave. 

The  fuzz  were  after  sales  tax  rec- 
ords. City  and  state  tax  officials  want- 
ed to  know  if  Bulgari  had  been  helping 
customers  dodge  New  York  City's 
hefty  8.25%  sales  tax  on  its  sparkling 
wares — no  small  sum  if  you're  buying 
a  $10,000  brooch.  Was  Bulgari  letting 
the  buyer  take  his  brooch  with  him, 
and  then  simply  sending  an  empty 
box  to  his  house  (or  his  cousin's 
house,  or  his  country  house)  out  of 
state,  as  though  the  brooch  had  been 
mailed  to  him? 

State  taxmen  across  the  country  fig- 
ure that  evasion  is  costing  them  hun- 
dreds of  millions  of  dollars  per  year, 
partly  because  of  the  boom  in  catalog 
shopping. 

Often  that's  because  the  customer 
doesn't  realize  that  he  still  owes  a  tax, 
even  though  his  purchase  is  shipped 
out  of  state.  It's  called  a  use  tax,  and 
it's  the  same  amount  as  the  sales  tax. 
The  buyer  owes  it  to  the  state  where 
he  says  he  lives. 

Trouble  is,  no  business  collects  a 
use  tax.  That's  because  a  1967  Su- 
preme Court  decision  ruled  that  mer- 
chants don't  have  to,  if  the  orders  are 
shipped  to  other  states.  As  a  result 
states  have  to  hunt  down  each  buyer 
and  demand  the  tax,  which,  of  course. 


is  virtually  impossible.  So  the  Nation- 
al Association  of  Tax  Administrators 
is  working  hard  to  get  Congress  to 
change  the  law  (Forbes,  July  16). 

While  they  are  waiting  for  Con- 
gress to  do  something,  the  state  tax- 
men  are  going  after  the  retailers  of 
big-ticket  items,  like  Bulgari.  In  New 
York  State  they're  even  seeking 
criminal  indictments  against  some 
major  retailers. 

Their  findings  are  literally  incredi- 
ble. Would  you  believe  that  New 
Yorkers  don't  buy  anything  locally? 
"Some  of  these  furriers  and  jewelers 
show  that  90%  of  their  sales  are  free 
of  sales  taxes,"  says  New  York  Tax 
Commissioner  Roderick  Chu. 
"That's  a  little  hard  to  believe." 

True,  the  states  will  have  to  prove 
the  stores  conspired  with  customers 
to  avoid  sales  and  use  taxes.  Tough 
though  that  may  be,  they  are  seriously 
trying,  even  to  inspecting  the  United 
Parcel  Service  shipping  records  to 
check  the  weight  of  packages  mailed 
out.  Says  Commissioner  Chu:  "We're 
putting  people  on  notice." 

Some,  at  least,  are  getting  the  mes- 
sage. After  newspaper  coverage  of 
crackdowns,  one  New  York  City 
stamp  collector  sent  in  a  check  for 
$136,000 — his  estimate  of  the  taxes 
plus  interest  that  he  owed  on  stamps 
that  he  had  bought  outside  New  York 
over  the  last  15  years. 

California 

Are  the  days  of  the  pop- 
ulist tax  revolt  gone  for 
good?  Out  in  the  Gold- 
en State,  55%  of  the 
voters  last  month  handily  rejected 
Proposition  36,  Howard  Jarvis'  latest 
tax  initiative.  Property  tax  gadfly  Jar- 


H 


vis  claimed  it  was  needed  to  restore 
benefits  in  Proposition  13  subse- 
quently circumvented  by  officials 
(Forbes,  Sept.  24).  But  enacting  his 
brainchild  would  have  been  costly.  By 
one  estimate,  Proposition  36  would 
have  cost  the  state  $850  million,  and 
local  governments  $2.8  billion,  over 
the  next  two  years. 

Other  tax  revolt  schemes  were  also 
rejected  in  Michigan,  Oregon,  Ari- 
zona, Nevada  and  Louisiana.  In 
Michigan  several  governors,  past  and 
present,  plus  business  and  labor  lead- 
ers banded  together  to  fight  a  proposal 
requiring  a  popular  vote  to  adopt  new 
taxes  or  even  raise  existing  ones. 

"People  want  low  taxes,  but  they 
want  good  schools  and  good  infra- 
structure, too,"  says  Ruurd  Leegstra, 
state  tax  expert  at  Price  Waterhouse. 
"Maybe  now  that  the  economy  is  in 
better  shape,  they  can  afford  to  be 
more  reasonable." 

Delaware 

Tax  revolts  may  be  on 
the    wane,    but    some 
states  are  even  reduc- 
ing  taxes   voluntarily. 
Delaware,  for  instance,  recently  cut! 
personal  income  taxes  10%  across  the. 
board  and  reduced  its   top  rate  to<; 
10.7%,  from  13.5%.  "Until  the  cuts,*] 
we  had  the  second-highest  personal 
tax  rate  [behind  Minnesota]  in  thei, 
country,"  says  Robert  Chastant,  Dela-i 
ware  tax  commissioner.  "It  was  a  dis--; 
tinction  we  weren't  proud  of." 

Other  high-tax  states,  including 
New  York,  Wisconsin  and  Minnesota,., 
may  follow  the  First  State's  lead  nexK 
year.  One  reason  is  that  the  improvec 
economy  has  left  many  states  flush 
with  cash.  Several,  including  Dela*? 
ware,  have  even  tucked  a  portion  o 
their  surpluses  into  "rainy  day  funds' 
to  stave  off  tax  hikes  come  the  nex*| 
recession. 

But  there's  a  more  practical  reasoi 
for  the  personal  tax  cuts.  Says  Steve: 
Gold  of  the  National  Conference  c 
State  Legislatures:  "States  are  reco$ 
nizing  triat  a  key  to  attracting  busi 
ness  investment  is  a  low  personal  ir. 
come  tax  rate.  After  all,  the  peopl 
with  top  salaries  make  the  locatio 
decisions." 

Arizona 

A  hint   to   shady  ta 
shelter  promoter 

Steer  clear  of  Arizon 
The  Grand  Canyc 
State  has  an  aggressive  tax  shelti 
squad  that's  out  to  get  you.  It  h; 
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Let  John  Hancock  take 

the  weight  of  the  world 

off  your  business. 


When  business 

opportunities  here  or  abroad 

require  specialized  financial 

.direction,  put  John  Hancock 

ito  work  for  you.  Besides 

'benefiting  from  our  products 

and  services,  we  think  you'll 

also  be  impressed  by  the 

I  ohn  Hancock  people  who 

')ffer  them. 

Our  expertise  has 
inade  us  the  leading  provider  of  inter- 
national employee  benefits  programs 
n  the  world.  We  have  helped  to 
iape  plans  that  meet  worker  and 
nanagement  demands  in  any  number 
»f  countries. 

We  are  actively  engaged  in 
le  management  of  venture  capital. 


John  Hancock  also  offers  a  number 
of  interesting  specialty  pension 
investments.  They  include  real  estate, 
agriculture,  timber  and  others. 

We  currently  serve  leading 
American  companies  with  group  life 
and  health  plans,  capital  equipment 
leasing,  real  estate  financing  and 


investment  portfolio  management. 

In  short,  John  Hancock  is 
equipped  to  recognize  and  respond 
to  a  broad  range  of  corporate  needs. 
For  that  kind  of  specialized  assistance, 
contact  one  of  our  representatives. 
We  believe  you'll  be  impressed  with 
how  we  can  work  for  you. 


//  companies- ^. 

We  can  help  you  here  and  now.  Not  just  hereafter. 

John  Hancock  Mutual  Life  Insurance  Company,  John  Hancock  Venture  Capital  Management,  Inc. ,  John  Hancock  Financ  lal  Services,  Inc. 
John  Hancock  Realty  Services  Corp. ,  Independence  Investment  Associates  and  affiliated  companies,  all  of  Boston,  Massachusetts  021 1 7 


Hmorrison-knudsen  company,  inc. 

Boise,  Idaho  83729 

Engineers  Builders  Developers  Managers.  Equal  Opportunity  Employers 


Good  news, 

Mr.  Chairman, 

your  power  plants 

ready  already... 


Six  weeks  ahead  of  schedule  and  14% 
under  budget. 

Teamwork  works  wonders,  and 
the  46  MW  Kettle  Falls  power  plant  we 
designed,  engineered  and  constructed 
for  The  Washington  Water  Power 
Company  stands  as  living  proof  of  what 
meticulous  planning  and  execution 
can  accomplish. 

Estimated  completion  dates  kept 
slipping  forward.  What  began  as  a 
fast-track  turnkey  project  ended  up  as 
a  28-month  sprint. . .  whose  pace 
accelerated  along  the  way. 

The  170-person  M-K/WWP  team 
handled  their  project  like  the  1965 
Boston  Celtics  handled  a  basketball, 
primarily  because  we  did  something 
competitors  don't  often  do: 

We  cross-pollinated,  shipped  our 
designers  to  Kettle  Falls  to  work  along- 
side our  builders,  under  the  supervision 
of  a  project  manager  who's  a  builder 
by  experience,  a  designer  by  training. 

Result:  None  of  those  'But  it 
looked  great  on  paper. . . "  fluffs. 


Practicality  carried  the  day,  everyt\ 

The  worth  of  the  project  helped  tct 

The  M-K/WWP  team  member 
were  energized  by  the  knowledge 
their  project  would  make  an  imt 
contribution  to  the  area's  envin 

That's  because  this  power 
runs  on  leftovers,  wood-waste, 
scraps,  butts,  branches  andsawdu 
would  otherwise  be  useless. 

Now,  thanks  to  WWP's  Kettle  I 
power  plant,  500,000  tons  of  thes> 
wastes  will  be  put  to  use  every  ye< 
making  electricity. 

And,  thanks  to  the  M-K/WWP 
that  designed  and  built  the  Kettle 
plant,  electricity  started  flowing  si 
weeks  ahead  of  schedule. 

Have  you  a  project  you'd  like  \ 
completed  ahead  of  schedule?  If 
let's  talk.  Call  our  CEO,  Bill  McMu 
at  (208)  386-6700,  and  he'll  get  th 
right  people  to  your  office  right  a\ 

M-K  asks  only  one  thing  of  its 
clients:  A  good  shot  at  a  fair  profit 
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quashed  numerous  deals,  including 
the  famous  "rex  rabbit"  shelter, 
which  promised  a  4.5-to-l  writeoff 
and  was  in  business  to  produce  frozen 
rabbit  meat  for  the  South  Korean  mer- 
cenaries guarding  Saudi  oil  fields.  One 
hapless  subject  of  its  scrutiny  is  now 
serving  a  16-year  jail  term. 

But  you  may  find  fewer  places  to 
run  to.  Other  states,  including  Massa- 
chusetts, California  and  New  Mexico, 
are  looking  into  following  Arizona's 
lead.  No  wonder.  As  a  revenue  raiser, 
the  program  is  a  bargain.  "In  18 
months  in  operation,  we've  cost  the 
state  $300,000  and  brought  in  over 
$2.5  million  in  unpaid  taxes,"  says 
Nancy  Loftin,  director  of  the  shelter 
squad.  "And  that's  not  counting  the 
ones  we  put  out  of  business  before 
they  made  any  sales." 

And  across  the  land 

Score  some  decisive  victories  for  the 
corporate  foes  of  unitary  taxation, 
too.  What  a  committee  appointed  by 
President  Reagan  couldn't  accom- 
plish, corporate  ire  is  ramming 
through.  The  notorious  "worldwide 
combination"  method  of  unitary  tax- 
ation is  once  again  the  target.  Only 
ten  states  still  use  it  to  tax  corporate 
income  earned  outside  both  their  own 
borders  and  those  of  the  U.S. 

That  has  made  our  trading  partners 
apoplectic.  The  Dutch,  for  one,  have 
refused  to  sign  a  recently  completed 
tax  treaty  so  long  as  states  use  the 
worldwide  combination  method. 

Companies,  meanwhile,  have 
threatened  to  put  operations  in  non- 
unitary  states,  and  the  states  have 
crumpled.  The  latest  may  soon  be 
Florida.  Experts  believe  that  Sunshine 
State  lawmakers,  who  jumped  on  the 
unitary  bandwagon  only  18  months 
ago,  will  probably  repeal  it  in  a  special 
session  this  month.  The  Colorado  leg- 
islature is  said  to  be  considering  a 
similar  move. 

Even  Oregon  repealed  worldwide 
combination  last  summer.  Since  Or- 
egon is  an  easy  place  for  California 
businesses  to  move  to,  that  puts  the 
squeeze  on  the  Golden  State,  whose 
wily  taxmen  came  up  with  the  idea  of 
unitary  taxes  in  the  first  place.  Last 

tonth,  in  fact,  a  California  industry 

oup  invited  Oregon  but  not  Califor- 
nia taxmen  for  a  visit.  "The  people 
trom  Oregon  said,  'Come  on  up  here  if 
rou  want  to  escape,'  "  notes  Lloyd 

coram,  state  tax  expert  with  Price 
(Vaterhouse.  Message  received. 
Chances  of  repeal  in  California  are 
'ery  good.  ■ 
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Announcing  the 
second  volume 
of  The  Forbes 
Scrapbook  of 
Thoughts  on 
the  Business 
of  Life. 


Here  is  the  long-awaited  second 
volume  of  over  3,500  jewels  of 
wisdom  and  inspiration  from 
the  "Thoughts  on  the  Business 
of  Life"  pages  of  Forbes  maga- 
zine. If  you  have  cherished  the 
original  volume  as  a  constant 
friend,  you  will  certainly  want 
Volume  2.  In  matching  binding. 
Price  $14.95. 


SPECIAL  OFFER! 

Two  volume  set 

in  blue  cloth  slipcase. 

You  receive  the  original  volume  of 
500  pages  and  the  new  volume  of 
500  pages  in  matching  gold  and 
blue  binding  plus  a  slipcase  covered 
in  blue  cloth  for  only  $24.95 
(Regular  price  per  volume  $14.95). 


Forbes 

□ 


DEPT.  T.,  60  FIFTH  AVE .,  NEW  YORK,  NY  10011 


Send  me  Volume  2  of 
The  Forbes  Scrapbook 
of  Thoughts  on  the 
Business  of  Life.  My 
check  for  $14.95  is 
enclosed. 


□ 


Send  me  the  boxed  set 
of  both  volumes.  My 
check  for  the  special 
price  of  $24.95  is 
enclosed. 


SHIP  TO . 


PLEASE  PRINT 


ADDRESS 


CITY_ 


STATE 


.ZIP 


□  Send  me  the  original  first  volume  only.  My  check  for  $14.95  is  enclosed. 

All  prices  include  postage  and  handling  charges. 
Please  add  appropriate  sales  tax  on  New  York  State  orders  and  other  states  where  applicable. 
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How  high  technology 
conquered  cold  feet. 


KUU 


ALLEGHENY  INTERNATIONAL 

SPECIAL  SKILLS  FOR  SPECIAL  NEEDS. 


he  Genesis  blanket  is  the  new 
Jectric  blanket  developed  by 
vlorthern  Electric,  an  Allegheny 
iternational  company 
A  new  patented  heating  system 
ses  a  unique  wire  called  rTC 
x>sitive  temperature  coefficient) 
yhich  acts  like  a  million  tiny 
lermostats  to  sense  and 
3act  to  minute  vari- 
mces  in  temperature. 


The  new  Genesis 
mket  is  part  of  the 
Slumber  Rest  line 
of  blankets  from 
Northern  Electric. 


he  blanket  responds  by 
3ndinq  more  warmth  to  those 
reas  that  need  it.  This  break- 
irough  in  thermal  technology 
eans  that  the  Genesis  blanket  not 
ily  guarantees  greater  sleeping 
Dmlort  but  eliminates  the  need  lor 
}to  20  thermostats  found  in  ordi- 
ixy  electric  blankets. 


Another  example  of  how 
Allegheny  International  is  applying 
new  technologies  to  improve  con- 
sumer products  is  the  recently  intro- 
duced Sunbeam  Monitor  Iron.  It's 
the  first  iron  with  a  "thinking"  solid- 
state  electronic  system  that  senses 
and  automatically  adjusts 
heat  and  even  turns  itself 
off  if  accidentally  left 
on.  The  Sunbeam 
Monitor  Iron  shuts  off  in 
30  seconds  if  it's  knocked 
over  or  left  in  the  ironing 
position;  it  shuts  off  in  10 
minutes  if  left  upright.  New 
controls  and  indicator  lights, 
extra  steam  vents  and  sell- 
cleaning  features  help 
make  it  the  ultimate  in 
ironing  ease  and  safety 

The  Sunbeam  Monitor 

Iron,  with  its  electronic 

brain,  guarantees 

precise  heat.  It  even 

shuts  off  if  you  forget. 

In  Europe,  Rowenta, 
another  Allegheny 
International  company 
has  applied  new  tech- 
nology to  toasters.  The  new 
Rowenta  "Cool Touch"  toaster 


A  sleeper's  body  temperatures  can 
vary  as  much  as  10  degrees  or  more. 
A  unique  new  wire  developed  for  the 
Genesis  electric  blanket  acts  like  a 
million  tiny  thermostats  and  sends 
more  warmth  to  those  areas  that 
need  it  and  less  to  those  that  don't. 


is  the  first  toaster  that  feels  cool  even 
while  toasting .  Its  supersize  slot 
accommodates  thick  slices,  and  an 
automatic  centering  device  means 
even  toasting  for  any  size  piece. 

Thick  slices  fit  easily 
in  the  cool-sic 
Rowenta  toaster 
sold 


These  are  just 
some  of  the  ways 
Allegheny  International  companies 
worldwide  are  applying  new  tech- 
nologies to  achieve  innovations 
and  improvements.  As  the  world's 
leading  maker  of  work-saving 
consumer  products,  we  are  dedi- 
cated to  developing  the  most  ad- 
vanced and  reliable  products  for 
people  everywhere. 
For  more  information, 
write  to  us  at  Box  456  M  Two 
Oliver  Plaza,  Pittsburgh,  PA  15230. 

s  Sunbeam,  Rowenta,  Cool  Touch. 
™Genesis,  Monitor,  Slumber  Rest. 


Marketing 


Edited  by  Stephen  Kindel 


Good  numbers  are  essential  for  good  mar- 
keting decisions.  So  where  are  the  numbers 
in  personal  computers? 

Counter- 
productive 


By  Kelly  Walker 


T|  he  Chagrined  Executive  of  the 
Year  Award  for  1984  has  to  go 
to  David  Kay.  He's  the  director 
of  marketing  at  Kaypro  Corp.,  the  por- 
table-computer maker  that  discov- 
ered in  early  September  that  several 
million  dollars'  worth  of  its  inventory 


might  be  missing.  Here's  the  story. 

Between  January  and  July  this  year, 
Kaypro  had  stored  its  excess  inven- 
tory under  a  circus  tent  because  it  had 
no  other  place  to  put  it.  At  some  point 
during  that  time,  or  later,  when  the 
surplus  computers  were  moved  to  a 
more  permanent  facility  for  security 
purposes,  a  large  number  of  machines 


Garbage  in  . . . 


Experts  differ — such  is  the  paucity  of  data  in  the  personal-computer 
business — on  what  this  chart  shows.  Some  analysts,  noting  the  falling 
prices,  conclude  there  is  a  product  glut.  Manufacturers  and  retailers, 
conversely,  say  the  worst  is  over  and  predict  better  times.  What  happened 
in  October  and  November?  Both  sides  still  differ. 


and  parts  may  have  vanished.  David 
Kay,  for  his  part,  denies  the  missing 
pieces  ever  existed  and  insists  that 
they  represented  nothing  more  than  a 
shift  in  accounting  practices.  As  the 
accounting  changes  worked  their  way 
through  the  system,  the  machines 
moved  onto  dealers'  shelves.  Maybe 
so.  But  what  kind  of  records  are  being 
kept  in  the  computer  industry  that 
would  allow  such  things  to  happen? 

That's  no  idle  question.  In  most 
industries,  marketing  programs,  not 
to  mention  production  plans  and 
shipping  schedules,  are  all  deter- 
mined by  how  much  inventory  is  sit- 
ting in  manufacturers'  warehouses  or 
on  dealers'  shelves.  Too  much  inven- 
tory almost  always  provokes  advertis- 
ing to  stimulate  demand.  Too  little, 
and  customers  are  disappointed  when 
they  walk  into  a  store  and  can't  buy 
what  they  want.  Yet  the  personal- 
computer  industry  is  hard  put  to  pro- 
duce inventory  numbers.  Individual 
companies  don't  give  them  out,  and 
there  are  no  reliable  industrywide  fig- 
ures. The  net  result:  The  industry 
floats  along  on  guesswork  and  rumor. 

Take  the  mid-October  rumor  about 
a  considerable  oversupply  of  personal 
computers  on  the  market.  Analysts 
and  industry  researchers  alike  insist- 
ed there  was  a  glut.  Yet  the  expected 
reactions  to  an  oversupply — addition- 
al advertising,  discounting  and  pro- 
duction cutbacks — never  took  place. 

A  case  of  poor  analysis?  It  depends  - 
on  whom  you  ask.  IBM,  Apple  and  I 
Compaq  say  there  never  was  a  sur-  • 
plus.    Some   admit   that   sales   were 
slower  during  the  cyclical  low  of  the 
summer  months  but  claim  that  Sep- 
tember brought  renewed  demand.  In 
seeming  confirmation  of  the  claim, 
Compaq  recently  opened  a  new  fac- 
tory; Apple  says  that  its  He  model  is 
backlogged  and  that  the  Macintosh 
and  Apple  lie  are  meeting  demand;: 
and  IBM  claims  to  have  tripled  pro 
duction  since  1983. 

Major  retailers  are  singing  the  same 
song  as  the  manufacturers.  Business- 
land,  ComputerLand,  Sears  and  Com- 
puShop  all  forecast  strong  sales  for  the 
last  three  months  of  the  year,  though 
they  will  not  give  out  inventory  num- 
bers either. 

But  some  respected  analysts  insist 
otherwise.  Listen  to  Aaron  Goldberg, 
director  of  microsystems  services  foi 
International  Data  Corp.,  a  Santa 
Clara,  Calif. -based  computer  market 
research  firm:  "Except  for  certain  spe- 
cific machines,  most  notably  IBM's 
AT  and  Apple's  He,  supply  is  stil! 
much  greater  than  demand.  Manufac- 
turers, in  general,  have  finished-good; 
inventory  and  lots  of  it." 


I 
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COMMUNICATE 


COLOR. 


Canons  new  NP-270  Series* 

The  full-system  compacts  that  copy 

in  black,  brown  or  blue. 


Now,  Canon  puts  an  end  to  basic 
ack  with  the  NP-270  Series. They' re  a 
jw  breed  of  copier  destined  to  change 
fice  communications. 


afterthought.  And  a  2,000  sheet  paper 
deck  that  makes  long  copy  runs 
interruption-free. 

All  this,  plus  all  those  Canon  extras 


developer  units,  anyone  can  change  copy 
color  from  black  to  brown  to  blue.  Easily. 
The  NP-270  thus  signals  the  end  of 
copying  monotony  and  the  dawn  of  a  new, 


To  begin  with,  the  NP-270  delivers        that  make  copying  convenient  and  reliable,    more  colorful  age  of  office  communications. 


letter-sized  copies  a  minute— impressive  What  more  could  you  possibly  ask  for? 


I  a  compact  in  this  class. 

It  gives  you  two  reduction  modes, 
}js  enlargement. 

And  it  has  options  that  transform  it 
m  a  great  little  desktop  into  a 
-fledged  system  copier.  Like  an 
itomatic  document  feeder  (on  the 
270F)  that  handles  up  to  50  pages  at 
Ime.  An  intelligent  mini-sorter  that 
esn't  look  or  function  like  an 


Color. 

It's  what  really  sets  the  Canon 
NP-270  Series  apart  from  the  rest.  And  it's 
a  technology  exclusive  to  Canon. 

Thanks  to  convenient  interchangeable 


Canon's  affordable  NP-270  Series. 
Finally,  copiers  so  basic  to  good 
communications,  they  go  beyond  what 
you'd  expect  from  a  copier. 
They  communicate  in  color. 

Canon 

PLAIN  PAPER  COPIERS 


I  COLOR 
DEVELOPER 
SYSTEM 
Canon  U  S  A  ,  Inc 


. 


Marketing 


Goldberg  and  IDC  get  their  infor- 
mation by  speaking  to  manufactur- 
ers and  retailers  on  an  almost  daily 
basis.  They  get  sales  figures  from  the 
former  but  no  hard-core  inventory 
figures  from  either.  Goldberg  says 
his  most  conclusive  evidence  is  the 
level  of  discounting  going  on,  often 
in  the  form  of  bundling — packaging  a 
computer  with  related  software — by 
retailers  who  don't  want  to  make  it 
apparent  that  prices  are  being 
slashed. 

Egil  Juliussen,  chairman  of  Future 
Computing,  Inc.,  the  highly  regarded 
Dallas-based  computer  market  re- 
search firm,  also  thinks  there  is  an 
oversupply  of  personal  computers.  He 
bases  his  views  on  Future  Comput- 
ing's monthly  survey  of  25%  to  30% 
of  all  independent  computer  stores. 
The  stores  provide  detailed  inventory 
and  take-away  sales  data  by  computer 
model.  From  these  comes  a  picture  of 
declining  demand  in  most  models  and 
rising  demand  for  a  few. 

Thomas  Rooney  of  Donaldson,  Luf- 
kin  &  Jenrette  also  thinks  there's  a 
surplus.  He  bases  his  analysis  on  de- 
mand-side numbers  he  receives  from 
Infocorp,  a  Cupertino,  Calif. -based 
computer  market  research  firm. 
Rooney  uses  these  figures,  along  with 
verbal  feedback  about  sales  from 
manufacturers,  retailers  and  parts 
suppliers,  to  gauge  demand.  Then  he 
compares  his  estimate  with  manufac- 
turers' 1984  production  forecasts  to 
spot  discrepancies.  "I  believe  there  is 
a  huge  oversupply  on  the  market," 
Rooney  says.  "We've  seen  price-cut- 
ting, too,  which  wouldn't  happen  if 
the  demand  were  out  there." 

So  who  is  right?  Maybe  both  sides 
are.  While  an  increase  in  production 
could  mean  strong  sales,  as  the  com- 
panies say  it  does,  it  could  also  signi- 
fy exactly  the  opposite.  That's  be- 
cause there  is  little  uniformity 
throughout  the  industry  when  it 
comes  to  booking  sales.  Some  manu- 
facturers book  a  personal  computer 
as  sold  when  the  order  arrives  at  the 
plant,  thus  inflating  sales  figures. 
Others  list  the  machine  as  sold  when 
it  goes  out  the  door.  Still  other  firms 
book  the  sale  when  they  have  re- 
ceived payment.  Of  the  latter,  some 
work  on  a  cash-only  basis,  while  oth- 
ers extend  credit,  which  tends  to  de- 
flate sales  figures  until  the  payment 
is  made  by  the  dealer.  Thus,  three 
out  of  four  of  these  methods  allow 


for  the  appearance  of  an  oversupply 
at  the  retail  level.  And,  as  with  most 
things,  appearances  often  count 
more  than  reality. 

Which  is  a  shame.  In  the  best  of  all 
possible  worlds,  a  product's  merits  are 
its  best  selling  tool.  But  when  an  in- 
dustry trades  in  rumors,  fledgling 
companies  are  always  hurt  the  most. 
Rumors  that  a  product  isn't  selling 
make  consumers  suspicious  that 
something  may  be  wrong  with  the 
product  or  that  the  company  may  not 
be  around  long  enough  to  stand  be- 
hind its  products.  That,  in  turn,  forces 
companies  to  veer  from  their  market- 
ing and  pricing  strategies,  as  may  have 
been  the  case  with  Kaypro.  At  this 
point,  the  personal  computer  industry 
needs  reliable  marketing  statistics 
not  only  to  improve  its  credibility 
with  the  analysts  but  even  for  some 
companies'  very  survival. 

Beyond  the 
30  second  spot 

Kentucky  Fried  Chicken,  the  $2.6 
billion  subsidiary  of  R.J.  Reyn- 
olds Industries  Inc.,  sponsors  a  three- 
day  bluegrass  festival  in  Louisville  ev- 
ery September  and  also  sponsors  a 
gospel  music  contest  in  Washington, 
D.C.  culminating  in  an  appearance  by 


Mercedes-Benz  at  the  NYC.  Marathon 
A  bargain/or  $200,000? 

the  finalists  at  the  John  F.  Kennedy 
Center  for  the  Performing  Arts. 

Altogether,  the  company  spends 
about  $250,000  on  both  events.  Cor- 
porate charity?  Not  at  all.  The 
$250,000  Kentucky  Fried  Chicken 
spends  on  the  two  programs  is  the 
same  amount  the  company  would 
have  to  spend  for  two  30-second  com- 
mercials aired  on  CBS  on  a  prime- 
time  Friday  evening. 

As  television  and  newspaper  adver- 
tising has  become  more  expensive, 


special  events  marketing  has  come 
into  its  own.  According  to  Special 
Events  Report,  a  Chicago  newsletter 
that  has  attracted  2,000  subscribers  at 
$320  each,  expenditures  by  major  cor- 
porations for  special  events  have  risen 
from  $400  million  in  1981  to  almost 
$1  billion  this  year. 

To  back  up  that  level  of  spending, 
nearly  200  large  corporations  now 
have  positions  such  as  special  events 
director  or  sports  marketing  director 
on  their  organizational  charts,  and 
such  large  advertising  agencies  as 
BBD&O  and  Needham  Harper  World- 
wide have  created  special  events  divi- 
sions to  place  their  clients  into  spon- 
sored events.  Special  events  market- 
ing companies  are  proliferating — 
approximately  70  today,  compared 
with  20  only  a  year  ago— and  sales 
promotion  agencies  such  as  Flair 
Communications  and  William  A. 
Robinson,  both  in  Chicago,  offer  spe- 
cial events  marketing. 

But  the  question  remains:  How  do 
you  determine  if  your  event  has  actu- 
ally influenced  consumers?  "You 
can't  judge  this  in  terms  of  the  bottom 
line,"  says  Clara  Lamkin,  director  of 
public  affairs  for  Kentucky  Fried 
Chicken.  "The  bluegrass  festival  gets 
lots  of  press  nationally  and  interna- 
tionally, and  we  think  it  helps  our 
interest.  The  same  is  true  of  the  gos- 
pel contest.  Both  are  targeted  at  fam- 
ilies, our  main  customers,  and  we 
think  it  helps  our  image.  We  hope  it 
builds  brand  loyalty,  but  we  don't 
know." 

Fred  Lebow,  the  energetic  promoter 
of  the  New  York  City  Marathon,  ad- 
mits of  no  such  doubts.  Back  in  1972 
Lebow  pleaded  with  General  Motors 
to  pay  $2,000  to  sponsor  the  mara- 
thon. GM  turned  him  down.  This  year 
Mercedes-Benz  of  North  America  re- 
portedly paid  more  than  $200,000  for 
sponsorship,  which  included  having  a 
Mercedes  SL380  serve  as  lead  car. 
"We  have  the  demographics  Mercedes 
wants,"  Lebow  explains.  "The  aver- 
age runner  is  a  college  graduate,  has  a 
high  income  and  is  an  achiever.  The 
event  was  broadcast  nationally  on 
television.  Mercedes  saw  all  that,  plus 
our  18,000  runners,  and  decided  the 
New  York  City  Marathon  was  a  good 
investment." 

The  prospect  of  hours,  as  opposed  to 
seconds,  of  television  time  also  at- 
tracted Ocean  Pacific  Sunwear,  the 
$300  million  (sales)  clothing  manu- 
facturer in  Tustin,  Calif.  Ocean  Pacif- 
ic sponsors  an  international  surfing 
contest  at  Huntington  Beach,  Calif, 
each  year  and  also  sponsors  a  sail- 
boarding  contest  in  Hawaii.  The  com- 
pany estimates  it  spends  $500,000  for 
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Chubb  People. 

They  can  relax  about 
the  things  they  own. 

Chubb  people  put  a  great  deal 
of  thought  and  effort  into  the  way  they 
live.  Their  homes  and  possessions 
matter  too  much  to  trust  to  anybody 
but  Chubb. 

The  more  you  have  to  protect, 
the  more  you  need  Chubb. 

Since  1882,  Chubb  has  been  the 
preeminent  insurer  of  valuable  homes 
and  the  belongings  they  contain. 
Chubb  insures  more  jewelry  than  any- 
one else  in  the  world.  Works  of  art, 
antiques,  fine  automobiles- Chubb 
brings  unique  expertise  to  each. 

Chubb  is  a  special  kind  of 
insurance  company,  with  a  sense  of 
responsibility  that  goes  as  deep  as 
your  sense  of  ownership.  Nothing 
proves  this  more  than  the  way  Chubb 
settles  claims  when  a  loss  does  occur. 

There's  rarely  a  problem  with 
the  amount  of  a  settlement,  because 
Chubb  is  careful  to  establish  proper 
values  when  they  insure  a  fine  home. 
A  Chubb  appraiser  visits  the  house 
and  inspects  it  detail  by  detail.  Ap- 
praisals of  fine  art,  jewelry  and 
other  valuables  are  also  reviewed 
by  Chubb's  specialists. 

Chubb's  claims  personnel  know 
that  their  job  is  to  settle  claims,  not 
complicate  them.  They  have  the 
knowledge,  the  authority  and— most 
important— the  commitment  to  settle 
most  claims  within  a  week. 

When  you're  insuring  your  home 
and  your  possessions,  it's  good  to  be 
Chubb  people. 

Phone  Chubb  at  800-922-0533 
for  a  complimentary  brochure  and 
the  name  of  your  local  independent 
Chubb  agent  or  broker. 
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CHUBB 


Insuring  proud  possessions  since  1882. 


The  Chubb  Croup  of  Insurance  Companies 
is  proud  to  participate  in  "'American  Playhouse'" 
Watch  for  it  on  PBS. 


Why  stock  transfe 
place  such  a  hi 


Morgan  knows  how  important  good  stockholder  relations  are  to 
your  company.  And  we  know  that  high-quality  transfer  service  is 
vital  in  keeping  them  good.  That's  why  we  continue  to  invest 
heavily  in  technology,  product  development,  and  people  to  serve 
transfer  clients.  It's  why  we  have  a  separate  building  and  a  staff 
of  over  900— all  dedicated  to  stock  transfer.  This  strategy  has 
made  Morgan  the  leading  transfer  agent  in  the  world. 


Here  are  some  of  the  reasons  why 
companies  value  Morgan's  stock 
transfer  services  so  highly. 

You  know  instantly  the  status 
of  each  stockholder's  account. 
This  information  is  available  on 
your  office  terminal  via  telecom- 
munication network.  It  includes 
account  and  certificate  history,  a 
record  of  dividend  checks  issued 
and  cashed,  complete  dividend 
reinvestment  data,  plus  stock  op- 
tion issuances  by  electronic  mail 
and  on-line  stock  watch  reports. 

Fast,  accurate  proxy  tabula- 
tions. On-line  entry  of  proxies 
gives  you  up-to-the  minute 
voting  data-  by  proposal— for  one 
account  or  all  shareholders,  in- 
cluding registered  holders  and  all 
depository  participants'  positions. 

Shareholder  file  analyticals 
with  color  graphics.  In  our  com- 
plete package  of  management  in- 
formation reports  are  comparative 
nominee,  broker,  and  depository 
position  reports,  plus  demographic 
listings  and  stock  option  tracking. 

We  work  round  the  clock  on 
urgent  mailings.  This  can  be 
vital  in  a  takeover  attempt.  Our 
on-line  files  produce  a  current 
stockholder  list  in  moments.  We 


can  mail  over  1,000,000  pieces  in 
ZIP  +  4,  presort  order  in  24  hours. 

Comprehensive  merger  and 
tender  agent  services.  Morgan 
rapidly  processes  all  types  of  let- 
ters of  transmittal  on  stock  or  cash 
tender  offers  and  exchanges,  and 
sends  you  prompt  and  accurate  re- 
ports. We  were  agent  for  the  largest 
cash  tender  in  corporate  history. 

An  on-line  system  that  keeps 
stockholder  addresses  current. 
We  verify  address  changes  on  a 
terminal  as  soon  as  they're  en- 
tered, using  paid  dividend  checks. 
Stockholders  change  their  address 


Bankers  Richard  Moore  and  Nina  Lihn  with  Tom 
Stanley,  left,  head  of  Stock  Transfer.  Terminal 
gives  clients  access  to  their  records  at  Morgan. 


on  the  check  so  there's  no  form  t 
return,  no  added  costs. 

We  go  to  great  lengths  to 
find  stockholders  who  haven't 
cashed  dividends.  We  issue  div- 
idend replacement  checks  in  24 
hours.  And  if  we  still  can't  locate 
a  lost  stockholder,  we  give  the 
information  you  need  to  comply 
with  the  latest  escheat  require- 
ments for  abandoned  property. 

We  offer  all  types  of  auto- 
matic dividend  reinvestment. 
You  can  have  features  such  as 
on-line  termination  and  liquida- 
tion services,  optional  cash  inves 
ments  with  acknowledgements, 
purchase  of  common  by  preferre 
and  bond  holders,  partial  divider 
reinvestment,  and  broker  and 
nominee  participation  for  bene- 
ficial stockholders. 

Securities-related  services 
that  save  time  and  money.  Oui 
on-line  posting  automatically  up 
dates  your  master  stockholder  fi 
and  produces  a  certificate  the 
minute  we  enter  the  transaction 
Result:  Morgan  completes  and 
delivers  nearly  all  regular  transft 
in  24  hours.  With  electronic  bool 
keeping  we  vastly  reduce  certifi 
cate  issuance  by  eliminating  the 
need  for  large  inventories  at 
depositories  We  mail  directly  to 
brokers'  customers,  saving  back 
office  time. 

Six  administrators  will  knc 
your  account.  Yes,  six.  So  you  c 
always  reach  someone  who  kno 
your  company,  knows  our  servic 
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ients  at  Morgan 
due  on  our  services 


Shown  outside  the  specialJy  equipped  building  that  houses  Morgan  Guaranty's  stock  transfer  operations  are  three 
of  the  officers  who  serve  the  bank's  transfer  clients.  From  left,  Charles  Keryc,  Nina  Riley,  and  Joseph  McAdams. 


ffliws  transfer  regulations. 
It  Morgan,  stock  transfer  is  a 
It-line,  full-time  job.  Some 
ikir  services  may  cost  more 
But  clients  tell  us  the  extra 


i 


value  they  get  outweighs  any  dif- 
ference in  cost. 

To  see  our  system  in  action,  ask 
the  Morgan  banker  who  calls  on 
you,  or  Thomas  W  Stanley,  Senior 


Vice  President,  Morgan  Guaranty 
Trust  Company,  30  West  Broadway, 
New  York,  NY  10015;  (212)587-6425. 

The  Morgan  Bank 
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The  shortest  distance 
between  two  plants... 


Your  Jetstream  31  Executive  Shuttle! 

Start  your  company  airline  with  the  Jetstream  31— 

shuttle  busy  managers  point  to  point  in  pressurized  and  quiet 
comfort.  Above  most  weather  and  beyond  big  airport  hassles. 
In  a  cabin  built  for  19,  there  is  heads-up  roominess  for  a  dozen 
executives  to  work,  think  and  move  about  freely.  This  big, 
rugged  turboprop  is  cost-effective,  fuel-efficient  and 
airline-proven. 

For  additional  information,  call  British  Aerospace 
corporate  turboprop  sales,  703/435-9100. 


BRITISH  AEROSPACE 

British  Aerospace,  Inc.  Offices  in  North  America: 

Washington,  DC  •  Wilmington,  DE  •  New  York  •  Chicago 

Houston  •  Los  Angeles  •  Montreal  •  Mexico  City 


ouldn 
the  world. 


As  world  markets  grow  even  more  international  the  IHT  grows 
even  more  important  as  an  ad  medium — tying  internationally- 
minded  readers  together  around  the  globe : 

•  Each  day  more  than  31,000  copies  of  the  IHT  are  read  by 
key  business  travellers  on  international  airlines. 

•  IHT  global  circulation  grew  m  1983  to  a  dail   total  of  153,000. 

•  In  165  countnes  worldwide,  more  than  400, COO  noticeably 
influential  people  read  each  issue  of  the  IHT  every  day 

The  International  Herald  Tribune.  International  advertisers 
shouldn't  miss  it  for  the  world.  Call  Sylvia  Kruteck  at  (212)  752-3890 


Marketing 


both  events.  And,  says  Michael  Par- 
nell,  vice  president  of  advertising,  "it 
legitimizes  us  in  our  market  and  pro- 
vides a  stage  to  promote  our  products. 
We  film  the  surfing  championship 
and  then  syndicate  it  nationally  as  a 
television  show  to  stations  that  carry 
it  in  return  for  four  minutes  of  com- 
mercial time.  We  sell  three  minutes 
and  keep  one  ourselves.  It's  been  esti- 
mated that  the  TV  time  alone  would 
cost  us  $700,000,  so  we  think  we  are 
getting  a  good  return." 

Other  companies,  such  as  Anheuser- 
Busch,  Beatrice  Foods  and  G.D.  Searle, 
have  gotten  into  special  events  mar- 
keting, as  has  American  Express.  Jerry 
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The  Green  Grass  Cloggers 
Stomping  for  the  Colonel. 

Welsh,   executive  vice  president  of » 
worldwide  marketing,  says  American  j 
Express  has  helped  finance  52  causes  in 
the  last  three  years,   including  the1, 
Mexican  Olympic  team,  a  North  Caro-  : 
lina  program  to  reduce  beach  erosion' 
and  the  Statue  of  Liberty  renovation. 
Art  museums,  symphony  orchestras  <, 
and  ballet  companies  have  also  benefit- 
ed. Altogether,  American  Express  has 
invested  $4.9  million  worldwide  in 
direct  sponsorship  and  spent  another 
$13  million  on  advertising  support  for 
various  causes.  "We  do  it  for  two  rea- 
sons," says  Welsh.  "It  helps  our  busi- 
ness by  giving  us  a  powerful  local  twist  i 
to  what  is  a  worldwide  marketing  prop-  ' 
osition.  Second,  we  do  it  to  explore  the 
common  ground  between  business  and 
community  interests.  We  do  track  our 
business,  and  there  seem  to  be  in-  ; 
creases    in    business    whenever   we  I 
launch  a  promotion,  but  there  is  no 
scientific  cause  and  effect." 

Still,  says  Welsh,  American  Express 
will  continue  corporate  sponsorships 
because  they  "build  your  image  and 
your  business,  and,  as  far  as  we  can 
see,  it's  a  program  where  nobody 
loses." — Jeffrey  A.  Trachtenberg 
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Five  reasons  why  businessmen  in  over 
90  countries  deal  with  Lucky-Goldstar 


Lucky-Goldstar  is  "be 
coming  known  as  a 
name  to  be  trusted  in 
some  of  today's  most 
important  fields.  Here 
are  some  of  the  reasons 
why  more  and  more  peo- 
ple are  seeking  out 
Lucky-Goldstar. 


IntegratedAction: 


Superb  coordination  among  member  companies 
working  in  a  broad  range  of  fields  enhances 
Lucky-Goldstar 's  capabilities. 


Healthy 


Growth: 


An  Eye  to 
the  Future: 

Lucky-Goldstar's 
average  for  invest- 
ment in  research  is 
3%  of  sales  and  going 
up  all  the  time.  In 
some    fields,    the 
figure  is  already  as 
high  as  7%. 


To  find  out  more,  contact  Lucky- 
Goldstar  International  Corp.,  537 
Namdaemun-ro  5-ga,  Chung-gu, 
Seoul  100,  Korea.  CPO  Box  1899. 
Phone  777-8097. 
Telex:  LGINTL  K87866. 
Cable  FOURCLOVER  SEOUL. 


Lucky-Goldstar  has 
grown  steadily  and  im- 
pressively during  the  37 
years  since  its  establish- 
ment— even  in  times  of 
worldwide  recession. 


Financial 
Soundness; 

No  Korean  busi- 
ness conglomer- 
ate   can    claim 
greater  reliabil- 
ity in  its  finan- 
cial dealings 
than     Lucky- 
Goldstar. 
And    we    can 
back   this    up 
with  hard  facts. 


Successful  Partnerships: 

A  dozen  of  Korea's  top  joint  ven- 
tures are  Lucky-Goldstar  com- 
panies, and  partners  include  such 
well-known  names  as  Caltex, 
AT6PT  Technologies,  Siemens,  and 
Hitachi. 


|gg  LUCKY  GOLDSTAR 


We've  got  it  together. 


Ihemlstry  D  Lucky,  Ltd.  U  Lucky  Continental  Carbon  Electricity,  Electronics  and  Telecommunication*  D  Gold  Star  Co.,  Ltd.  □  Gold  Star  Cable  D  Gold 
Itar  Tele-Electric  D  Gold  Star  Electric  D  Gold  Star  Instrument  fif  Electric  D  Gold  Star  Precision  □  Shinyeong  Electric  D  Gold  Star  Semiconductor  D  Gold  Star- 
Ups  Electronics  Energy  and  Resources  D  Honam  Oil  Refinery  D  Korea  Mining  &  Smelting  Construction  and  Engineering  Q  Lucky  Development 
H  Lucky  Engineering  Insurance,  Securities  and  Finance  □  Lucky  Securities  D  Pan  Korea  Insurance  D  Pusan  Investment  &  Finance  D  Gold  Star  Invest- 
nent  &  Finance  Trade  and  Distribution  D  Lucky-Goldstar  International  □  Hee  Sung  Public  Service  D  The  Yonam  Foundation  D  The  Yonam  Educational 
nstitute  Sports  □  Lucky-Goldstar  Sports 


Technology 


Edited  by  Stephen  Kindel 

As  oil  becomes  harder  to  find,  the  drillers 
are  turning  to  supercomputers  and  com- 
plex mathematics  for  divining. 

Through  the 
earth,  darkly 


By  William  Baldwin 


A  boat  crisscrosses  20  square 
miles  of  the  Pacific  near  Santa 
\  Barbara,  setting  off  small  ex- 
plosions in  the  water  with  an  air  gun 
and  capturing  the  echoes  on  magnetic 
tape.  Working  24  hours  a  day  for  a 
month,  the  crew  takes  in  60  billion 
bytes  of  data,  which  are  sent  to  a  well- 


guarded  Atlantic  Richfield  Co.  com- 
puter center  in  Piano,  Tex.,  there  to  be 
decoded  into  images  of  rock  layers. 
These  images  will  help  Arco  decide 
where  to  sink  its  next  well  or  how 
much  to  bid  at  the  next  federal  lease 
auction. 

Thank  goodness  for  fast  computers. 
Seismology,  the  business  of  interpret- 
ing  pressure    waves    reflected    from 


Listening  for  oil 


Seismic  crews  towing  geophone  cables  a  mile  or  more  long  spend  weeks 
at  sea,  setting  off  an  air  gun  and  recording  the  echoes. 


Buoy 
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Reflecting  rock  layer 


buried  rock,  is  one  of  the  largest  in- 
dustrial consumers  of  data  processing, 
and  its  appetite  grows  as  fast  as  the 
computer  companies  can  make  bigger 
and  quicker  machines.  What  is  push- 
ing the  use  of  the  technology  is  not 
the  rising  or  falling  price  of  oil  but  the 
difficulty  of  finding  it.  In  the  early 
days  of  seismology,  a  half-century 
ago,  much  cruder  methods  were  ade- 
quate to  detect  obvious  oil  prospects, 
such  as  salt  domes  in  Louisiana.  But 
there  aren't  many  obvious  prospects 
left,  which  is  why  the  oil  industry  is 
spending  $2.5  billion  a  year  to  gather 
seismic  records  and  another  $1  billion 
to  process  and  interpret  them. 

It  comes  down  to  a  question  of  the 
tools  paying  for  themselves.  Super- 
computers may  cost  $5  million  to  $15 
million  each,  but,  says  Peter  Briggs,  a 
geologist  at  Arco,  "One  successful 
well  [in  a  field  under  study]  would  pay 
for  all  the  data  processing."  Thanks 
partly  to  seismic  work,  Arco  was  not 
the  winning  bidder  on  one  federal 
lease  in  the  Beaufort  Sea  off  Alaska 
that  led  to  a  $1.6  billion  dry  hole. 

"There's  a  lot  of  [seismic]  activity 
in  the  North  Sea,"  says  Ron  Matlock, 
who  heads  Control  Data  Corp.'s  Pe- 
troleum Technology  Center  in  Hous- 
ton. (A  few  miles  away,  Texaco  uses  a 
CDC  supercomputer  for  seismic  and 
oil-reservoir  work.)  "Let  us  say  that 
the  oil  companies  have  drilled  four  or 
five  wells  [from  a  platform]  and  not  all 
are  producing.  Before  drilling  another 
$10  million  or  $20  million  well,  they 
spend  about  $3  million  to  do  a  3-D 
survey."  Three-dimensional  analysis 
can  take  25  hours  even  with  a  super- 
computer, plus  hundreds  of  hours  of 
preprocessing  of  the  raw  data  on  lesser 
machines. 

That  is  one  of  the  reasons  that  seis- 
mic data  processing  grows  tenfold  ev- 
ery eight  years  or  so  in  volume  of  data 
and  number  of  arithmetic  operations, 
says  Carl  Savit,  a  mathematician 
turned  geophysicist  and  senior  vice 
president  at  Western  Geophysical 
Co.,  a  Litton  Industries  subsidiary 
that  does  contract  seismic  work  for 
oil  companies.  "Western  is  the 
world's  second-largest  consumer  of 
computer  tape,  after  the  federal  gov- 
ernment, "Savit  boasts.  It  runs  those 
tapes  through  some  $200  million 
worth  of  hardware,  including  53 
mostly  IBM  large-array  processors 
that  tackle  repetitive  calculations. 

The  oil  companies'  supercomputers 
can  work  10  million  to  several  hun- 
dred million  calculations  per  second. 
The  oil  majors  first  used  supercom- 
puters primarily  for  modeling  reser- 
voirs such  as  Prudhoe  Bay,  but  now 
their  seismic  departments  need  them, 


I 


182 


FORBES,  DECEMBER  17,  1984 


too.  That  is  why  Exxon  is  about  to 
install  a  second  Cray  supercomputer 
and  why  Arco  is  trading  in  an  old  Cray 
for  a  new  model  more  than  twice  as 
fast.  Arco's  new  supercomputer  will 
have  32  million  bytes  (a  byte  is  eight 
bits  of  information;  a  bit  is  the  small- 
est unit  of  information  that  a  comput- 
er can  process)  of  main  memory,  250 
times  as  much  as  in  an  IBM  PC. 

What  goes  on  inside  the  computer? 
"We  measure  things  from  the  surface, 
and  all  we  measure  is  the  time  it  takes 
to  get  to  an  object  and  back,"  explains 
Exxon's  Michael  Schoenberger,  who 
devises  ways  to  decode  seismic  data. 
"We  don't  know  whether  that  object 
is  directly  below  us  or  off  to  the  side." 
A  slanted  rock  layer  will  reflect  waves 
away  from  the  seismic  source  directly 
above  it.  The  reverberations  may  be 
picked  up  at  a  listening  post  (a  geo- 
phone  or  hydrophone,  depending  on 
whether  it  is  on  land  or  water)  several 
thousand  feet  away. 

The  technique  of  shifting  apparent 
images  to  compensate  for  skewed  re- 
flections is  called  migration.  Omit 
this  step,  and  the  well  may  miss  a 
pool  of  oil  by  thousands  of  feet. 

But  migration  algorithms  are  com- 
plicated. Only  in  recent  years  have 
geophysicists  had  the  computer  pow- 
er they  need  to  do  migrations  in  three 
dimensions.  "It's  like  focusing  a  pro- 
jector image  on  a  wall,"  says  David 
Thompson,  a  seismic  researcher  at 
Arco.  "The  migration  process  is  the 
computer  equivalent  of  a  lens." 

The  analogy  is  apt.  Buried  in  the 
migration  lens,  which  could  run  to 
.  10,000  lines  of  Fortran  programming, 
s  are  some  of  the  mathematical  tech- 
niques first  applied  to  light  waves. 
One  key  process,  called  Fourier  trans- 
;  form  analysis,  is  a  method  of  separat- 
ing waves  into  their  component  fre- 
i  quencies.  The  French  geometer  Baron 
'  Jean  Baptiste  Fourier  laid  the  ground- 
;  work  for  this  methodology  half  a  cen- 
|  tury  before  the  first  oil  well   was 
)  drilled  in   1859.  But  Fourier  trans- 
f  forms  achieved  commercial  success 
'-.  only  with  the  advent  of  cheap  com- 
I  puting  power.  Now  they  are  used  to 
•recover  images  from  blurred  photo- 
;  graphs,  to  do  medical  tomography  and 
:  to   detect    Russian    submarines   (see 
\\box).  They  are  second  nature  to  a  geo- 
physicist.  One  Control  Data  scientist 
is  working  on  a  seismic  program  that 
he  says  will  call  for  2  billion  Fourier 
:  transforms.  Such  programs  would,  of 
;  course,  keep  more  Control  Data  su- 
percomputers busy. 

Exxon's  Schoenberger  agrees  with 
the  lens  analogy  but  says  it  makes  the 
seismologist's  job  sound  too  simple 
The  important  properties  of  a  light 


Is  that  a  nuclear-tipped  whale? 


Submarine  warfare  is  a  numbers 
game,  and  though  the  Soviet 
Union  has  far  more  nuclear  subs, 
the  U.S.  leads  in  number  process- 
ing, which  is  strategically  critical. 
U.S.  computers  are,  in  a  word,  bet- 
ter than  Soviet  computers  at  figur- 
ing out  where  subs  are. 

For  this  edge,  the  U.S.  military 
can  thank  the  same  tools  and 
mathematical  techniques  the  oil 
companies  use  when  looking  for 
crude  deposits.  When  U.S.  Navy 
sonar  experts  listen  for  Soviet  subs 
as  much  as  30  miles  away,  it  is  no 
simple  matter  to  pick  out  the  right 
sounds  from  extraneous  noise. 

One  of  the  key  instruments  for 
doing  so  is  an  array  processor,  or 
specialized  number  manipulator. 
Such  machines  are  particularly 
handy  for  doing  Fourier  trans- 
forms, a  mathematical  contrivance 
for  separating  a  signal  into  its  con- 
stituent frequencies  (see  graph). 
The  transform  does  to  a  raw  sound 
signal  something  very  like  what 
color  filters  do  in  a  photo-process- 
ing lab.  One  at  a  time,  different 
pure  frequencies — different  colors, 
as  it  were — are  overlaid  on  the  in- 
put data.  Only  tones  at  that  fre- 
quency are  allowed  to  pass 
through.  A  color  lab  would  use 
only  three  colors.  A  computer  do- 
ing Fourier  transforms  would  test 
for  hundreds  of  thousands  of  differ- 
ent frequencies. 

CSP  Inc.,  a  Billerica,  Mass.  mak- 
er of  array  processors  for  the  mili- 
tary, the  oil  business  and  other  ap- 


lens  are  known.  But  nearly  everything 
about  the  layers  of  rock  is  unknown: 
namely,  the  velocity  of  waves 
through  them,  the  amount  of  seismic 
energy  that  is  reflected  at  each  layer 
and  where  the  layers  lie.  That  is  what 
the  geophysicist  is  paid  to  find  out. 

Obviously,  still  more  computing 
power  would  help  the  oil  hunters.  But 
a  sort  of  Parkinson's  Law  is  at  work. 
Seismic's  demands  expand  to  fill  the 
available  resources.  "I  tell  the  super- 
computer people  I  need  a  machine 
with  10  gigabytes  [10  billion  bytes)  of 
main  memory,"  says  Savit  of  Western 
Geophysical.  That  would  make  possi- 
ble the  simultaneous  manipulation  of 
seismic  arrays  that  now  have  to  be 
shuttled  in  and  out  of  memory. 
"They'll  have  it  in  ten  years.  But  then 
I'll  need  100  gigabytes." 


plications,  says  one  of  its  $65,000 
models  can  slice  up  a  signal  into 
1,024  frequencies  in  0.037  seconds, 
a  process  that  entails  40,000  addi- 
tions and  multiplications.  And 
even  that  speed  is  scarcely  enough 
to  keep  up  with  a  moving  target. 
The  Soviets  reportedly  offer  fabu- 
lous sums  for  used  array  processors 
on  the  black  market. 

Passive  sonar,  explains  Alan 
Coppens,  an  associate  professor  of 
physics  at  the  Naval  Postgraduate 
School  in  Monterey,  Calif.,  is  a 
matter  of  listening  for  characteris- 
tic sounds  of  enemy  subs.  Buried  in 
the  composite  signal,  these  sounds 
are  indistinct.  Frequency  separa- 
tion makes  them  stand  out. 

Active  sonar,  says  Coppens, 
means  "you  holler  at  him  and 
wait  for  the  echo."  Borrowing 
from  their  counterparts  in  the  oil 
business,  the  submarine  hunters 
set  off  loud  bangs  in  the  water. 
Echoes  are  picked  up  on  hydro- 
phones towed  behind  ships  or 
dropped  from  aircraft. 

When  the  computers  are  fin- 
ished? "It  might  be  a  whale,"  says 
Coppens. — W.B. 


Good  vibes 


This  rainbow  of  sounds  shows  a 
Fourier  transform  of  seismic  re- 
cordings taken  in  the  Gulf  of  Mexi- 
co. The  low-pitch  rumble  at  the 
left  includes  a  lot  of  unwanted  in- 
terference that  must  be  filtered 
out.  Valuable  information  in  the 
fainter  high-frequency  end — reflec- 
tions from  deeper  rock  layers — can 
be  brought  out  if  the  computer 
turns  up  the  treble. 


Frequency,  cycles  per  second 

Source:  Exxon  Corp    / 


|  FORBES,  DECEMBER  17,  1984 

■ 


183 


"My  office  system  is  geared  to 
word  processing  and  personal 
computers.  Mention  data 
processing  and  the 
screen  goes  blank!" 


Mr.  Byron  Kawaichi 

President 

Kawaichi  National  Bank 

1010  Battery  Street 

San  Francisco,  CA  94111 

Dear  Mr.  Kawaichi: 

In  response  to  your  inquiry  concerning  our  ah 
repay  a  $600,000.00  loan  in  a  two-year  period,  : 
that  our  debt/asset  ratio  speaks  for  itself. 
are  not  aware  of  is  our  outstanding  sales  grow 
should  make  us  an  even  better  prospect  as  a  borr 

In  the  last  three  years,  sales  of  Russell  Manu 
have  grown  at  a  27%  c.a.g.r.,  and  we  are  proj 
1984  growth  rate  of  31%,  for  a  sales  volume 
million. 

Surely  this  type  of  growth  would  indicate  a-^ 
average  risk  for  the  Kawaichi  National  BapJ^^ 
cated,  our  V.P.  of  Marketing,  Mr.  Shy^-- 
to  indicate  for  you  which  portion  <-— ^ 
dustrial,  and  which  are  in  consumer  produ*^ 

^^rZ2    44622 

T_am  looking  forward  to  your  dej^x 

«*^  tl.at  49.2. 

Martin  Russell  ^^,>ut  21 8.) 

President 

MR:  he 


he  single  solution  for  bott 


Why  buy  two  computers  when  you  can  get  the 
office  automation  and  distributed  data  processing 
you  need  from  one  HP  3000  system? 

In  fact,  one  system  is  better  than  two.  Because 
there  are  plenty  of  office  jobs  that  require  up-to- 
the-minute  information 
from  a  common  data  base. 
While,  on  the  other  side 
of  the  picture,  your  data 
processing  people  often 
need  the  full  range  of  office 
automation  functions. 


The  one  system 
that  does  it  all. 

The  HP  3000  computer 
holds  the  key  to  both  sides 
of  your  business. 

In  the  office,  it's  the  heart 
of  the  HP  Personal  Productivity  Center.  Here, 
the  HP  3000  links  a  variety  of  terminals, 
printers  and  personal  computers  together.  These 
include  our  Touchscreen  Personal  Computers  and 
The  Portable,  as  well  as  IBM  PCs. 


Working  in  this  type  of  office  network,  your 
people  can  increase  their  productivity  by  expand 
ing  the  capabilities  of  their  individual  personal 
computers.  They  have  immediate  access  to  all 
Personal  Productivity  Center  resources,  from  da: 

base  management  and . 
filing  to  electronic  mail 
business  graphics,  woi  I 
processing  and  PC  file 
exchange. 

The  HP  3000  family 
is  totally  compatible 
right  up  the  line.  The 
smallest  system  will 
handle  as  few  as  two 
users  economically. 
The  largest  can  connec 
up  to  400. 
A  program  written  for  one  HP  3000  will  run 
on  any  HP  3000  you  might  add  later.  Without  i 
conversion  at  all.  That  makes  it  easy  to  expand 
your  Personal  Productivity  Centers  as  you  grow 
without  changing  systems  or  software. 
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"My  DP  system  does  fine  with 

figures.  But  when  my  staff  needs 

documents  and  electronic  mail, 

you're  still  talking  typewriters 

and  the  postage  meter!" 


• 


ides  of  your  company. 


n  their  DP  role,  our  HP  3000  systems  provide 
ito-the-minute  information  from  HP's  award- 
ming  data  base  management  system.  At  the 
ne  time,  they  can  handle  accounting  jobs, 
lentory  control  and  hundreds  of  other  applica- 
is  available  in  off-the-shelf  software  packages. 
fhe  HP  3000  is  also  designed  to  shrink 
!  time  it  takes  to  develop  your  own  programs, 
ny  companies  find  they're  up  and  running  with 
v  software  as  much  as  five  times  faster  than 
er  systems. 

The  power  of  communication. 

ch  HP  AdvanceNet,  you  have  a  wide  range  of 

ices  for  local  and  remote  communications.  Both 

IP  and  IBM  computers. 

IP  AdvanceNet  is  based  on  industry-standard 

works,  which  already  join  more  than  10,000 

systems  worldwide.  The  strength  of  our 

ring  is  one  reason  that  HP  communications 

e  rated  #1  in  a  nationwide  user  survey 

ducted  by  Data  Decisions. 

i  Datapro  survey  also  ranked  us  #1  in  service. 

iou  can  be  sure  that  both  sides  of  vour  office 


will  be  in  good  hands— especially  since  they'll  be 
using  the  same  system. 

If  you  want  to  unify  your  company,  contact  your 
local  HP  sales  office  listed  in  the  white  pages.  Ask 
for  an  HP  3000  demonstration.  Or  write  for  more 
information  to  Susan  Curtis,  Hewlett-Packard, 
Dept.  031209, 19055  Pruneridge  Ave.,  Bldg.  46T, 
Cupertino,  CA  95014.  In  Europe,  write  Michael 
Zandwijken,  Hewlett-Packard,  Dept.  031209,  P.O. 
Box  529, 1180  AM  Amstelveen,  The  Netherlands. 


Productivity.  Not  Promises. 

L        HEWLETT 
T      PACKARD 
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Technology 


Health 


The  process  of  fitting  people  for  glasses  is 
slowly  giving  way  to  automation.  But  do 
the  machines  do  a  better  job? 

How  many 

microchips 

am  I  holding  up? 


By  Francesca  Lunzer 


VPlSION  TESTING  HAS  REMAINED 
as  much  an  art  as  a  science, 
even  though  the  technical  pro- 
cess of  refracting  (measuring  the 
bending  of  incoming  light  rays  to  the 
retina)  has  been  made  easier  by  a  shift 
from  trays  of  test  lenses  to  mechani- 
cal refractors  whose  lenses  change 
with  the  twist  of  a  knob.  That's  be- 
cause, no  matter  what  the  reading  on 
a  retinascope — the  device  that  mea- 
sures refractive  error— an  ophthal- 
mologist, optometrist  or  optician 
must  still  use  judgment  to  allow  for 
patients  who  can't  tell  the  difference 
in  clarity  between  picture  one  and 


picture  two,  or  who  have  waited  so 
long  to  change  an  old  prescription 
that  they  can't  tolerate  the  new  one. 

In  order  to  see  more  patients  in  a 
day  and  to  be  able  to  spend  more  time 
on  refining  prescriptions  and  treating 
eye  diseases,  ophthalmologists  have 
increasingly  turned  to  office  techni- 
cians to  do  routine  exams.  These  test 
for  refractive  error  and  field  vision — 
how  well  you  see  straight  ahead — and 
peripheral  vision. 

But  with  an  upsurge  in  the  use  of 
technicians  has  come  an  increase  in 
the  number  of  complaints  of  poorly 
prescribed  lenses.  To  get  around 
limited  judgment  or  education  on  the 
part  of  the  technician,  the  eye  care 


Sightseeing 


This  photo  of  a  Humphrey  Instruments  autoperimeter  screen  shows  the 
condition  of  a  woman  with  advanced  glaucoma.  The  gray  area  represents 
field  vision  loss.  The  pattern  as  well  as  location  of  the  gray  area  may 
indicate  the  cause  of  the  problem. 


industry  has  tried  to  automate  the 
routine  examination,  allowing  the 
doctor  to  view  more  patients'  test  re- 
sults. That  minimizes  the  problems 
that  can  arise  from  a  technician's 
limited  training.  Poor  vision,  for  ex- 
ample, might  be  an  indication  of  dis- 
ease rather  than  a  decline  in  visual 
acuity.  Since  the  mid-1970s  automat- 
ed instruments  to  test  field  vision  and 
visual  acuity  have  become  available 
at  a  cost  of  about  $14,000. 

All  the  machines  operate  on  the 
same  principle.  The  patient  places  his 
head  on  a  chin  rest,  and  the  operator 
peers  into  his  eye  from  the  other  side. 
In  under  five  seconds,  a  microproces- 
sor coupled  to  sensors  reads  the  refrac- 
tive distance  of  light  shone  into  the 
eye.  Autoperimeters  measure  the  ret- 
ina's vision  capability  in  3  to  20  min- 
utes. On  the  autoperimeter's  screen, 
vision  loss  shows  up  as  a  gray  area 
surrounding  the  retina,  and  a  printout 
shows  the  loss  in  numbered  decibels, 
allowing  a  doctor,  with  advanced 
training  from  the  companies  that  pro- 
duce the  devices,  to  interpret  the  ex- 
tent of  vision  loss  and  its  probable 
cause,  according  to  Dr.  G.  Peter  Hal- 
berg,  chief  of  glaucoma  services  at  St. 
Vincent's  Hospital  in  New  York  City. 

But  proper  training  is  where  the  sys- 
tem fails.  In  their  rush  to  adopt  auto- 
mated vision-testing  equipment, 
many  practitioners  were  oversold  on 
the  ease  of  the  machines'  use.  Now, 
with  so  many  devices  in  the  hands  of 
relatively  inexperienced  users,  op- 
tometry and  ophthalmology  schools 
have  begun  to  include  courses  in  re- 
sults interpretation.  And  the  ten  or  so 
companies  that  manufacture  autoper- 
imeters, such  as  Humphrey  and  Coo- 
perVision,  have  all  begun  to  step  up 
their  flow  of  information  to  users. 

Even  with  better  training,  though,  a 
question  remains:  Does  automated 
equipment  provide  better  eye  exams? 
(It's  an  important  question,  because 
an  autorefractor  costs  $14,000  com- 
pared with  a  $300  retinascope,  and 
that  cost  is  passed  along  to  patients.) 
The  answer  is,  not  really.  Yes,  a  doc- 
tor can  do  more  eye  exams  in  a  day 
with  autorefractors,  and  autoperim- 
eters give4a  better  reference  for  his 
patient.  But,  according  to  Dr.  George 
Garcia  of  the  Massachusetts  Eye  Infir- 
mary, good  clinicians  will  still  use 
those  results  only  as  a  baseline  and 
refine  prescriptions  further  by  using  a 
manual  refractor,  thereby  slowing  the 
examination  rate. 

In  the  end,  the  health  of  the  patient 
is  only  as  good  as  the  ophthalmol- 
ogist's interpretation  of  the  automat- 
ed test  results. 


i 
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With  Exxon 

you  never  have  to 

face  it  alone. 


yC^n  support  people  make 
\  sure  I  get  what  I  need, 
A  when  I  need  it. 

We  think  the  way  your  office  auto- 
mation equipment  works  out  is  just  as 
important  as  the  way  it  works.  So  at 
Exxon  Office  Systems  we  support  you 
—  in  every  step  of  your  office  automa- 
tion program. 

First,  before  we'll  sell  you  any  equip- 
ment, we  perform  a  free  needs  analysis. 
Once  you  ve  made  a  commitment,  we 
don't  just  deliver  boxes  to  your  door.  We 
install  your  equipment  for  you,  and 
then  we  train  your  staff  to  use  it. 

If  you  or  they  have  any  questions  we 
have  toll-free  on-line  support/service 
that  works  with  you  on  similar  equip- 
ment. And  that  support  includes  the 
immediate  dispatch  of  service,  if  it's 
ever  needed. 

You  see,  at  Exxon  we're  committed  to 
office  automation  support  that's  so  com- 
plete, it  will  face  up  to  all  your  needs. 

For  additional  information  call 
800-367-8888,  or  write  Exxon  Office 
Systems,  P.O.  Box  10184,  Stamford, 
CT  06904-2184. 


The  ftiture...without  the  shock. 


OFFICE 
SYSTEMS 


Which  Information  Technology  company  has 

the  broadest  range  of  products  to  help  you 

manage  your  information  resources: 


For  your  information 


©  1984  Harris  Corporation.  Melbourne,  Florida  32919 


e're  Harris,  a  company  with 
|e  broadest  range  of  informa- 
m  processing  and  communi- 
jtion  products  ever  designed 
rthe  Information  Technology 
firket.  A  company  dedicated  to 
e  innovative  use  of  technology 
provide  advanced  products 
th  unique  benefits. 

broad  strength  in  information 
ocessing  systems 

ir  range  of  information  processing  prod- 
ts  includes  high-performance  super- 
nicomputers,  some  capable  of  handling 
taggering  5  million  instructions  per 
:ond;  distributed  data  processing  sys- 
ns  which  provide  superior  workstation 
ictionality  and  communications  to 
5t  systems;  and  interactive  terminals 
ich  answer  the  ever-increasing  demand 
compact,  cost-effective  systems. 

office  automation,  we  are  one  of 
erica's  leading  suppliers.  Our  multi- 
ctional  business  computers  range 
m  standalone  word  processors  and 
fessional  workstations  to  clustered 


work-group  systems.  We  also  offer  storage 
and  retrieval  systems,  a  full  line  of  copi- 
ers, and  dictating  equipment  that  includes 
everything  from  portable  units  to  central- 
ized systems. 

A  major  force  in  communications 

Harris  produces  a  comprehensive  line  of 
communication  products  for  the  trans- 
mission of  voice,  data  and  video  informa- 
tion. 

Our  family  of  PBXs  and  digital  switches 
are  noted  for  their  high  reliability  and 
sophisticated  networking  software.  Our 
communications  product  line  also  in- 


cludes two-way  radios;  mobile- 
telephone  systems;  and 
satellite,  microwave  and  light- 
wave systems  for  high-speed, 
high-volume  traffic. 

In  addition,  Harris  is  a  leader 
in  the  design,  installation, 
operation  and  maintenance  of 
private  communication  net- 
works for  business,  institution 
and  government  needs. 

The  bottom  line 

Harris  has  been  in  the  main- 
stream of  Information  Tech- 
nology research  and  product 
development  for  more  than  25 
years.  We  are  committed  to 
developing  products  with  ad- 
vanced features  which  are  highly 
competitive  in  a  standalone  mode, 
and  which  will  work  together  synergis- 
tically  to  form  the  new  high-performance 
Integrated  Information  Processing  Sys- 
tems that  will  be  required  tomorrow. 

It's  that  commitment  which  helped  Harris 
reach  sales  of  $2  billion  last  year  to  com- 
panies and  governments  in  more  than 
100  nations. 

To  learn  more,  contact  us.  Harris 
Corporation,  Dept.  211 ,  Melbourne, 
FL  32919. 

jJJ  HARRIS 


iir  name  is  Harris. 


Technology 


Software 


To  cut  down  on  the  misuse  of  deadly  force, 
the  Miami  Police  Department  puts  its  cops 
through  a  hard-hitting  simulation  of  vio- 
lent street  crime. 


Altered  states 


By  Ellen  Benoit 


After  shooting  a  rapist,  a  Mi- 
ami policeman  leans  against 
i  his  patrol  car,  suffering  ex- 
treme stress  and  agitation.  His  heart 
beats  165  times  a  minute,  he  can  bare- 
ly breathe  and  tears  are  in  his  eyes. 
But  the  felon  is  frozen  in  midair, 
where  the  bullet  propelled  him,  and 
the  lilting  "Nadia's  Theme"  plays  in 
the  background. 

Obviously,  this  cop  is  not  on  the 
street.  But  he  isn't  on  Miami  Vice,  ei- 
ther. Instead,  he's  wired  to  an  elabo- 
rate combination  of  heart  monitor, 
computer  and  multiple  media  show 
in  a  Miami  Police  Department  train- 


ing center  that  is  using  September  & 
Associates  East,  Inc.'s  environmental 
simulator. 

Miami  is  the  third  U.S.  city  to  in- 
stall a  September  simulator  for  train- 
ing police  officers.  True,  most  cops  go 
through  most  of  their  careers  without 
ever  having  to  use  their  guns.  But, 
says  Raymond  Frank,  September's  di- 
rector of  training  and  a  former  Detroit 
police  officer,  "the  problem  is,  you 
just  never  know  when  you  will  have 
to  shoot."  That  "not  knowing"  causes 
some  officers  to  panic  or  overreact  in 
threatening  situations. 

The  simulator  aims  to  prevent  such 
overreaction  by  training  officers  to 
evaluate  confrontations  calmly  but 


September  &  Associates  East  Chairman  Lafayette  Patterson 

"You're  answering  questions  with  your  optic  nerves  and  your  heart.' 


quickly.  The  system,  activated  by  an 
operator  at  a  modified  Apple  III  micro- 
computer, stimulates  a  trainee  and 
responds  to  his  reactions.  The  con- 
trolling software,  developed  by  Clear 
Light,  Inc.  in  Pompano  Beach,  Fla., 
allows  the  simulator's  27  micropro- 
cessors to  handle  1,000  commands 
per  second,  so  the  system  can  control 
aural  and  visual  stimuli  at  the  same 
time  that  it  manages  information 
from  the  heart  monitor. 

Here's  how  it  works.  A  cop  in  the 
simulator's  patrol  car  gets  a  call  from 
his  dispatcher  on  his  car  radio  when 
the  computer  activates  a  tape.  Next,  a 
16mm  film  begins,  shot  from  a  patrol 
car  cruising  through  the  pastel,  Span- 
ish-style neighborhoods  of  Miami, 
which  rarely  seem  to  look  dirty,  no 
matter  how  poor.  The  car  hood  in  the 
foreground  enhances  the  sensation  of 
driving,  as  do  the  sounds  of  traffic  and 
people  and  the  hum  of  the  car  motor. 

The  action  switches  from  film  to 
35mm  slides  at  animation  speed  (12.9 
frames  per  second)  when  the  patrol 
car  reaches  the  crime  scene.  From  this 
point  on,  events  are  not  predictable. 
Acting  on  information  it  receives 
from  the  heart  monitor,  the  computer 
sends  commands  to  the  simulator's 
bank  of  30  slide  projectors:  A  felon 
may  be  armed  or  unarmed,  he  may 
have  accomplices,  he  may  run,  he 
may  shoot — the  level  of  adversity  will 
vary  according  to  the  trainee's  heart 
rate,  increasing  as  the  heart  rate  rises. 
Such  an  approach  prevents  a  cop  from 
mastering  the  simulator  and,  instead, 
forces  him  to  master  his  emotions. 

Miami's  interest  in  the  simulator  is 
understandable.  The  city's  1,060  po- 
lice officers  patrol  one  of  the  nation's 
toughest  beats — amid,  among  other 
things,  a  heavily  armed  citizenry.  At 
good   guess — exact   figures   are   noti 
available — is  that  over  one-third  of 
the  city's  375,000  residents  own  guns.  - 
Underlying  that  is  a  level  of  ethnic 
animosity   among   the   city's   blacky 
Hispanic  and  white  populations  that 
may  approach  Beirut's  in  intensity. 

In  recent  years  these  tensions  have 
been  aggravated  by  the  influx  of  Mari- 
elitos,  the  Cuban  refugees  who  ar- 
rived via  the  Mariel  boatlift  in  1979, 
and  large  numbers  of  illegal  Haitian 
immigrants.  Also,  says  David  Hoover, 
a  public  affairs  officer  with  the  Drug 
Enforcement  Administration,  Miami 
has  become  a  center  for  marijuana  and 
cocaine  trafficking.  It  now  has  a  gang- 
ster population  that  often  operates  as 
openly  and  as  violently  as  did  Chicago 
hoods  in  the  1920s.  Despite  such 
stress,  Miami's  police  have  been  mak- 
ing some  headway.  The  city  topped 
the  country  in  reported  crimes  (pel 
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GLOBAL  REACH 


The  most  thoroughly  proven  local  area 
network  in  the  world,  the  most  com- 
plete automated  office  system  avail- 
able today,  and  the  most  advanced 
windowing  software  in  existence.  All 
from  DATAPOINT  All  revolutionary  in 
their  capabilities  and  ease  of  use. 

DATAPOINT  sparked  a  revolution 
in  business  communications  with 
ARC  (Attached  Resource  Com- 
puter"), the  first  and  foremost  local 
area  network,  and  today  we  continue 
to  lead  the  revolution  with  our  new 
PRO-VISTA™  family  of  state-of-the-art 
office  systems  No  other  company  can 
match  our  networking  skill  and  experi- 
ence We  have  more  local  area  net- 
works up  and  running  than  Wang. 


Xerox,  and  IBM  combined  And  no 
company  can  match  our  integration 
of  local  area  networks  and  office 
systems. 

PRO-VISTA  features  highly  sophis- 
ticated, yet  remarkably  easy  to  use. 
software  and  economically  designed 
hardware  VISTA-GUIDE™  is  revolu- 
tionary one-of-a-kind  software  you 
can  tailor  to  your  own  specific  require- 
ments for  the  easiest  possible  access 
to  a  broad  range  of  business  applica- 
tions, including  your  own  programs 
VISTA-VIEW.™  the  most  advanced 
windowing  software  you  can  buy.  lets 
you  both  view  and  use  several  of  those 
applications  at  once.  They  work  with 


the  ARC  local  area  network  and  PRO- 
VISTA  processors,  workstations,  termi- 
nals, and  peripherals  to  give  you  a 
system  that  can  grow  as  far  and  as  fast 
as  your  business  grows 

And  the  revolution  has  spread  to 
include  other  companies  State-of- 
the-art  technology  allows  the  IBM" 
Personal  Computer  and  PC-look- 
alikes  to  attach  to  the  ARC  local 
area  network,  giving  you  the  benefits 
of  networking  even  if  your  current 
vendor  can't  supply  you  with  those 
benefits 

There  are  many  ways  to  join  the 
DATAPOINT  revolution.  If  you  and  your 
business  are  ready,  talk  to  our  world- 
wide sales  and  service  force 


OFFICE  SYSTEMS  THAT 
ENCOMPASS  A  WORLD  OF  CAPABILITIES. 


OINT 

We  sparked  the  revolution. 


jATAPr/:\T  arc  and/kt\acketIHe$ouitffC 
i-VIEWare  :-a-)eT.a'ks  of  DATAPOINT  Cof.p!c 


it  are  registered  rradenu 

IBM  is  a  registered  "a'a? 


n   PRO-VISTA   W£t*-G  . 


Software 


100,000  of  population)  in  1980,  but  by 
1982  it  ranked  third  behind  Atlantic 
City,  N.J.  and  Odessa,  Tex. 

The  department  aims  to  keep  the 
momentum  going  by  making  Septem- 
ber's simulator  a  regular  part  of  a  po- 
lice officer's  200  hours  of  annual 
training.  Just  as  he  or  she  (10%  of 
Miami's  patrol  force  is  now  female)  is 
required  to  qualify  on  a  shooting 
range  four  times  a  year,  each  officer 
will  be  required  to  go  through  the 
simulator  every  quarter. 

Improving  police  skills  doesn't 
come  cheap.  The  department  in- 
creased its  training  expenditures  by 
$520,000 — plus  the  cost  of  renovating 
an  unused  firehouse  in  which  to 
house  it — when  it  bought  Septem- 
ber's system.  The  true  cost  of  the  sys- 
tem is  $1.8  million,  according  to  Sep- 
tember Chairman  Lafayette  Patter- 
son, who  says  his  company  lost  more 
than  $500,000  on  the  deal.  "We  essen- 
tially threw  in  a  lot  of  the  hardware, 
including  the  heart  monitor,  and 
about  $250,000  worth  of  software  de- 
velopment," he  says.  "But  in  return, 
we're  expecting  to  have  a  demonstra- 
tion unit  here." 

Whatever  September's  price  tag,  it's 
a  bargain  compared  with  the  cost  of  a 
wrongful  death  lawsuit.  Miami  re- 
cently settled,  out  of  court,  a  lawsuit 
brought  against  the  city  by  the  family 


of  Nevell  Johnson,  a  black  man  shot 
and  killed  in  December  1982  by  police 
officer  Luis  Alvarez,  a  Cuban.  Alvarez 
was  indicted  for  manslaughter  in  Feb- 
ruary 1983  but  later  acquitted, 
prompting  the  victim's  family  to  sue. 
The  settlement  cost  the  city  $1.1  mil- 
lion. In  fact,  it  was  rioting  after  the 
Johnson  shooting  that  inspired  offi- 
cials to  look  into  the  simulator — that 
and  a  strong  recommendation  from 
the  U.S.  Department  of  Justice. 

Some  city  leaders  say  an  improved 
police-community  relationship,  not 
the  simulator,  is  the  only  way  to  re- 
duce the  likelihood  of  wrongful 
deaths.  But  Assistant  City  Manager 
Jack  Eads  says  the  remedy  may  be  to 
improve  the  relationship  by  giving 
members  of  the  community  a  chance 
to  go  through  the  simulator  them- 


selves, to  get  a  feel  for  what  the  police 
are  up  against. 

Will  it  work?  It's  too  early  to  tell, 
but  so  far,  says  September's  Patterson, 
the  simulator  has  helped  reduce  the 
number  of  inappropriate  shootings 
where  it's  already  in  use — albeit  in 
less  sophisticated  forms — in  Seattle 
and  Flint,  Mich. 

September,  which  plans  to  merge 
with  Clear  Light  by  the  end  of  the 
year,  believes  there  are  other,  non- 
police  applications  for  its  system.  "I 
could  tell  you  how  you  feel  about  a  lot 
of  things — good  and  evil,  ethnic 
folks — based  on  your  performance  in 
the  simulator,"  Patterson  says.  "In  ef- 
fect, I'm  asking  you  questions  with  it, 
and  you're  answering  with  your  optic 
nerves  and  your  heart." 


Officers  in  simulator  patrol  car 

Electronic  crime  spurred  by  a  policeman's  heartbeat. 


Photos  by  Terrv  Park*  ■ 


Miami  officer  fires  at  felon  on  simulator  screen 

On  one  of  the  nation's  toughest  beats,  learning  to  evaluate  unpredictable  events  calmly. 
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DELIVERS 


POSTAGE  BY  PHONE. 

^J7±^>^    SPECIMEN  I J* 


ONE  TOLL-FREE  CALL* 

REFILLS  YOUR  POSTAGE  METER 

IN  JUST  SECONDS. 

Because  when  you  have  a  Pitney  Bowes  RMRS® 
postage  meter  that's  exactly  what  you  can  do.  When 
you  use  it  with  your  Pitney  Bowes  mailing  machine 
it  seals  and  meter  stamps  all  your  mail,  even  pro- 
duces parcel  tapes  for  your  heavy  mail  and  packages. 
And  when  you  run  out  of  postage  all  you  have  to 
do  is  make  a  toll-free  call  and  your  RMRS  postage 
meter  is  full  again  and  ready  for  business. 

Think  of  what  that  can  mean  for  you.  No 
more  trips  to  the  post  office  and  no  more 
running  out  of  postage  just  when  you  have  to 
get  a  big  mailing  out. 

Here's  how  it  works:  when  the  meter  shows  your 
postage  running  low,  just  pick  up  your  phone,  call  our 
RMRS  Data  Center  and  get  your  special  code  number 
Punch  that  code  into  your  meter  and  you're  set. 
You'll  never  run  out  of  postage  again. 

A  small  charge  is  made  for  each  transacrion. 


Oh,  and  here's  something  else  you  can  do  by 
phone.  You  can  get  a  free  demonstration  of  the 
RMRS  postage  meter  in  your  very  own  office.  And 
while  you're  at  it,  ask  about  the  Pitney  Bowes 
electronic  accounting  system  and  our  electronic 
decision  making  scales. 

The  electronic  accounting  system  calculates 
and  keeps  track  of  mailing  costs  by  department, 
account  or  batch,  as  well  as  by  day,  week,  month 
or  any  combination  thereof. 

And  the  electronic  decision  making  scales 
are  programmed  to  compute  the  least  expensive, 
most  cost-efficient  postal  and  parcel  rates. 

Innovations  from  Pitney  Bowes,  all  with  excel- 
lent leasing  terms  available.  And  all  created  to  put 
more  into  your  mailroom  so  your  company  can  get 
more  out  of  it.  For  more  information,  call  toll-free 
anytime  (except  Alaska  or  Hawaii)  800-621-5199 
(in  Illinois  800-972-5855).  Or  write  Pitney  Bowes, 
1759B  Pacific  Street,  Stamford,  Connecticut 
06926-0700. 


ABSOLUTELY,  POSITIVELY 

Up  Pitney  Bowes 


Over  700  sales  and  service  poinrs  throughout  the  U.S.  and  Canada.  Mailing  Systems,  Copiers,  Dictating  and  Facsimile  Systems,  Business  Forms  and  Office  Supplies. 


Hi 
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Symphony  Software.  Finally 


Until  now,  business  software  gave 
business  managers  a  pretty  narrow 
choice. 

Because  until  now,  business  soft- 
ware was  of  two  minds.  One  analytical. 
The  other  conceptual. 

You  could  get  one  or  the  other. 
But  you  could  never  get  two  that  really 
worked  together. 

Until  Symphony™  from  Lotus™ 


Symphony  is  the  complete 
business  solution. 

As  an  analytical  tool,  its  spread- 
sheet, database  management  and 
graphic  functions  let  you  extrapolate 
and  analyze  data,  forecast  and  plan. 

As  a  conceptual  tool,  its  word 
processing  and  communications  cap- 
abilities let  you  write  reports  and 
presentations  and  communicate 


ideas  and  information  with  the 
side  world. 

And  since  everything  worl 
together,  you'll  never  need  a  sep 
windowing  package. 

It  doesn't  take  a  genius  to  m< 
it  all  work. 

Because  everything  in  Syir 
works  interactively,  you  can  us< 


rm 


i .  v 


v 


arriage  of  words  and  numbers. 


yjnaions  as  you  want,  sepa- 
yr  together. 

hi  can  easily  add  new  capabil- 
ijs  a  spelling  checker  or  a  text 
V,  as  they  become  available. 
eter  data  only  once  and  you  use 
fe  set  of  commands, 
'id  you  already  speak  the  lan- 
I  English. 


Now,  two  minds  that  think 
as  one. 

If  you're  of  two  minds  about 
business  software,  the  choice  couldn't 
be  clearer. 

Symphony  from  Lotus.  It's  the 
perfect  marriage  of  words  and  numbers. 
And  it's  from  the  leader  in  business 


software  for  personal  computers. 

To  find  out  more  about  Symphony, 
visit  your  authorized  Lotus  dealer. 

Symphony™ 

0  Lotus" 


Symphony  and  Lotus  are  trademarks  of  Lotus  Development  Corporation.  Shakespeare  and  Einstein  are  not.  c  1984,  Lotus  Development  Corporation 
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Edited  by  William  G.  Flanagan 


They  used  to  breed  Thoroughbreds  to  race. 
Now  they  race  them  to  breed.  No  wonder.  A 
"date"  with  Seattle  Slew  costs  $710,000. 

For  sale — stallion 
semen  futures 


Stakes-winner  Miswaki  in  his  Lexington  paddock 


Bill  Ballenberg 


T|  HE  AIR  WAS  REDOLENT  with  Ci- 
gar smoke  and  roast  piglet,  not 
horse  manure.  But  it  was  horse- 
flesh nonetheless  that  was  being  auc- 
tioned off.  Or,  more  precisely,  future 
Thoroughbred  horseflesh.  And  not 
even  the  clever  promoters  of  this  first 
biannual  Matchmaker  Breeders'  Ex- 
change auction  could  figure  out  a  way 
to  demonstrate  to  bidders  what  the 
potential    champions    of    tomorrow 


might  look  like. 

So  prospective  buyers  saw  no  blaz- 
ered  stable  hands  trotting  out  the 
well-groomed  stallions,  as  they  would 
at  the  famous  Keeneland  or  Fasig-Tip- 
ton  sales.  The  familiar,  tobacco-auc- 
tioneer voice  of  Tom  Caldwell  lent 
the  only  color  to  this  horseless  horse 
sale.  No  matter.  Some  1,350  guests 
who  jammed  into  Lexington,  Ky.'s 
Radisson  Plaza  hotel  Nov.   11  were 


still  induced  to  pony  up  around  $17 
million  during  the  Sunday  evening 
auction.  (Sunday  being  dry  in  Fayette 
County,  the  auction,  with  open  bar, 
was  especially  well  attended.  Some 
bidders  even  arrived  by  chartered  Re- 
gent Air  jets  from  the  Breeders'  Cup 
the  day  before  at  Hollywood  Park  in 
California.) 

On  the  block,  in  the  lexicon  of 
horse  traders,  were  shares  and  sea- 
sons. A  share  is  a  fraction  of  owner- 
ship in  a  horse,  usually  a  stallion.  The 
fraction  is  typically  one-fortieth. 
(There  are  usually  40  members  in  a 
horse-owning  syndicate.)  A  season,  on 
the  other  hand,  is  the  right  to  breed 
the  stallion  to  a  suitable  mare.  Just 
once,  in  a  given  year. 

Doesn't  sound  like  much,  but  Leon 
Peters,  the  New  York  real  estate  ex- 
ecutive, reached  deepest  into  his 
pockets,  paying  $1,150,000  for  a  sin- 
gle share  of  one  of  the  year's  most 
successful  studs,  Mr.  Prospector. 

At  least  Peters  got  something  tangi- 
ble. Most  of  the  other  buyers  bought 
seasons.  Robert  Sangster,  the  noted 
British  horseman,  spent  $710,000  for 
a  "date"  with  Seattle  Slew  in  the 
spring  of  1985.  And  seasons  are  sold 
without  any  guarantee.  If  your  mare 
does  not  get  in  foal  after  being  cov- 
ered, tough  luck. 

Thus  the  Thoroughbred  racing  in- 
dustry, which  has  successfully  resist- 
ed artificial  insemination,  has  gone 
one  better  than  selling  frozen  sperm,  i 
It  is  selling  sperm  futures. 

The  sport  of  kings  has  indeed  come  i 
a  very  long  way  in  recent  years — read 
expensive.  The  infusion  of  offshore 
money  into  Thoroughbred  breeding 
has  driven  up  prices  and  made  thd 
scramble  for  top-quality  stallions, 
mares,  weanlings,  yearlings,  and  even 
shares  and  seasons,  the  hottest  com- 
modities since  the  Hunts  tried  to  cor- 
ner silver.  (And  the  Hunt  family  itself 
has  done  considerably  better  with 
Thoroughbreds.) 

Yet  even  as  prices  rise,  the  distance 
between  owner  and  horse  has  in- 
creased, to  the  point  where  a  success- 
ful trader-owner  need  never  lay  eyes 
on  a  horse.  It  can  be  argued  that  a 
cocoa  futures  trader  doesn't  have  to 
inspect  beans.  But  then  beans  don't 
race — and  that  is  what  Thoroughbred 
horses  are  supposed  to  be  all  about. 

Still,  something  wacky  is  going  on 
with  horses — the  genetic  roulette 
game  has  outstripped  what  goes  on  at 
the  track.  Let's  take  a  look  at  Mr 
Prospector.  In  his  racing  days,  he  won 
a  total  of  seven  purses  worth 
$112,171.  Ten  years  later,  by  virtue  oi 
his  stud  ability,  he  is  worth  well  ovei 
$40  million. 
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Slew  bid  winner  Robert  Sangster  (left) 

Seattle  Slew,  a  Triple  Crown  win- 
ner, won  $1 .2  million  on  the  track.  He 
now  is  worth  100  times  that — $120 
million — as  a  stud.  If  his  sons  contin- 
ue to  perform  well  (as  have  Slew  o' 
Gold  and  Tsunami  Slew),  that  figure 
is  bound  to  go  up  even  more. 

But  don't  be  dazzled  by  the  num- 
bers. Breeders  and  speculators  will 
tell  you  it  is  actually  a  buyer's  market 
right  now.  And  to  buy  in,  you  don't 
have  to  know  a  fetlock  from  a  foot- 
locker.  A  quick  course  in  genetics 
wouldn't  hurt,  though. 

Thanks  to  Barry  Weisbord  and  John 
T.L.  Jones,  you  can  buy  a  season  or 
share,  easily,  quickly  and  at  almost 
any  time  of  year.  For  besides  the  an- 
nual Matchmaker  auction  at  Lexing- 
ton, there  is  a  breeders'  exchange  ser- 
vice. Each  week,  seasons  and  shares  of 
champion  studs  are  offered  to  all 
members.  (Annual  membership  is 
$400.  Contact  Matchmaker  Breeders' 
Exchange,  Ltd.,  333  West  Vine  St., 
Suite  1630,  Lexington,  Ky.  40507. 
Members  are  required  to  have  pre- 
vious ownership  experience.) 

Each  week  you  will  receive,  via 
Teletype,  a  list  of  what  is  available, 
and  asking  prices.  You  can  make  bids 
and,  if  successful,  become  the  proud 
owner  of  a  part  of  a  horse  or  a  date  with 
one.  You  can  sell  that — which  many 
speculators  do — if  the  stallion  sires 
more  champions,  thereby  increasing 
his  worth.  Sometimes  the  value  of 
seasons  can  increase  fivefold  in  a  mat- 
ter of  months,  as  the  get  of  that  stallion 
start  winning  stakes  races. 

The  trading  of  shares  and  seasons 
has  not  quite  reached  the  level  of  soy- 
bean trading,  and  most  players  you'll 
be  up  against  are  likely  to  be  horse 
breeders.  But  nothing  prevents  the  de- 
termined bettor  from  getting  in  on  the 
action  through  breeder-friends  or 
agents.  Which  doesn't  faze  Match- 
maker cofounder  Weisbord.  "It  will 
work,"  he  says,  "to  the  improvement 
of  the  breed. "— W.G.F. 


Bidders  at  Matchmaker  auction  spent  $1 7  million  on  shares  and  seasons 

Bill  Ballenberg 


Champion  older  mare  Ambassador  of  Luck  fetched  $2.3  million  at  Keeneland 
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Confused  about  how  much  money  you 
can  contribute  to  your  Keogh  plan  this 
year?  The  IRS,  the  Big  Eight  and  the  writers 
of  tax  guides  were,  too. 


The  Keogh  enigma 


By  Anne  McGrath 


You've  got  a  Keogh  plan — or 
plan  to  open  one  by  year-end.  Fine. 
But  how  much  money  can  you  put 
into  your  plan  for  1984?  And  how 
much  of  that  amount  can  you  deduct 
from  your  income  in  order  to  lower 
your  tax  bill? 

Well,  when  all  is  said  and  done,  as 
much  as  20%  of  your  net  self-employ- 
ment income,  up  to  a  maximum  of 
$30,000,  can  be  contributed.  And  in 
some  Keogh  plans,  all  of  that  amount 
is  deductible.  (If  you  have  no  employ- 
ees, that  probably  includes  you.) 

That  sounds  straightforward 
enough.  But  Forbes  did  not  have  an 
easy  time  pinning  down  those  num- 
bers, as  we  shall  see.  Even  major  ac- 
counting firms  are  not  agreed  on  how 
to  interpret  the  new  Keogh  regula- 
tions to  the  public.  Price  Water- 
house's  tax  planning  guide,  for  exam- 
ple, says  that  20%  of  earned  income  is 
the  Keogh  deductible  contribution 
limit,  while  Deloitte  Haskins  &  Sells' 
guide  claims  25%. 

Why  the  confusion?  Blame  the  IRS. 
Back  in  1982,  in  an  attempt  to  make 
tax  benefits  equitable,  the  IRS  made 
Keogh  plans  more  difficult  than  ever 
to  figure  out. 

The  problem  lies  in  the  definitions. 
It  used  to  be  that  when  you  calculated 
how  much  earned  income  you  had 
from  self-employment,  you  were 
looking  at  your  net  income — gross 
minus  your  expenses.  The  limit  then 
for  a  deductible  contribution  to  a  de- 
fined-contribution  Keogh  plan  (the 
type  most  people  have)  was  15%  of 
that  net,  up  to  $15,000. 

So  if  you  were  a  doctor,  say,  with 


$100,000  of  earned  income,  you  could 
sock  away  $15,000  in  your  Keogh  plan 
and  deduct  the  same  amount  from 
your  taxable  income.  Simple  enough. 
That  all  changed  with  the  Tax  Equi- 
ty &  Fiscal  Responsibility  Act  of 
1982,  as  it  affects  Keogh  contribu- 
tions beginning  in   1984.  The  good 


news  first:  The  15%,  $15,000  limit 
went  up  as  of  Jan.  1  to  "25%  of  the 
participant's  earned  income  or 
$30,000."  So  if  you're  that  doctor  with 
$100,000,  logic  would  have  it  that  you 
could  set  aside  $25,000,  right? 

Wrong.  There  was  also  some  bad 
news  in  an  entirely  different  section 
of  the  tax  code.  For  TEFRA  also 
changed  the  definition  of  "earned  in- 
come." Now  you  have  to  base  your 
calculations  on  a  figure  that  not  only 
subtracts  business  expenses  from 
your  gross  income  but  also  subtracts 


your  deductible  Keogh  contribution. 

Take  another  look  at  that  doctor. 
The  IRS  says  he  has  to  reduce  his 
$100,000  net  income  by  whatever 
amount  he  intends  to  put  into  his 
Keogh  plan  before  figuring  the  per- 
centage he  is  allowed.  Thus,  the  most 
he  can  set  aside  is  $20,000,  which  is 
25%  of  the  $80,000  that's  left  after 
subtracting  the  amount  he  intends  to 
put  into  his  Keogh.  Or,  stated  simply, 
20%  of  net  income.  Period. 

So,  if  your  accountant  is  telling  you 
to  figure  on  contributing  20%  of  your 
net — despite  the  figure  of  25%  that  is 
stated  clearly  in  the  tax  books — he's 
not  a  nitwit,  he's  just  saving  you  some 
computation. 

But,  you  say,  let  the  IRS  and  ac- 
countants worry  about  their  defini- 
tions. The  operative  thing  to  remem- 
ber is  that  20%  of  net  can  be  contrib- 
uted, and  all  of  that  can  be  deducted 
from  your  taxable  income,  right? 
Well,  there's  the  rub. 

The  new  limits  on  contributions 
apply  to  the  two  main  types  of  defined 
contribution  Keoghs — money-pur- 
chase plans  and  profit-sharing  plans. 
You  checked  off  one  type  or  the  other 
when  you  first  opened  your  plan, 
remember. 

It  made  no  difference  which  plan 
you  chose  then.  The  limits  were  the 
same  for  both.  If  you  chose  a  money- 
purchase  plan,  you  agreed  to  put  a 
certain  minimum  percentage  of  your 
self-employed  income  into  your  ac- 
count each  year,  whether  you  had  a 
good  or  a  bad  year.  Whatever  you  put 
into  the  plan  is  deductible. 

All  that  stays  the  same  now,  except 
that  the  ceiling  has  been  lifted,  up  to 
that  20%  or  a  maximum  of  $30,000. 
(Most  Keogh  plan  holders  who  derive 
income  from  freelancing,  directors' 
fees,  consulting,  etc.,  and  who  do  not 
have  employees,  have  money-pur- 
chase plans.  In  years  when  there  is  no 
income  at  all,  there  is  simply  no  con- 
tribution made  to  the  Keogh  plan.) 

If  you  do  have  employees,  however, 
you  probably  have  a  profit-sharing 
Keogh  plan.  It's  more  flexible  because 
the  rules  state  that  you  don't  have  to 
put  any  fixed  amount  aside  at  all  for 
yourself  and  your  employees  if  you 
have  a  reason  not  to. 

But  there  has  been  an  important 
change.  As  of  1984  you  can  no  longer 
automatically  deduct  your  whole 
profit-sharing  Keogh  plan  contribu- 
tion from  your  taxable  income.  TE- 
FRA did  not  change  the  deductible 
limits  on  contributions  for  1984.  As 
rules  stand,  you  can  contribute  up  to 
20%  of  your  net  into  your  Keogh  but 
deduct  only  15%  from  your  taxable 
income.  (In  fact,  the  actual  percentage 
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now  works  out  closer  to  13% — more 
about  that  later.) 

What  does  this  mean?  If  you're  a 
director  with  $50,000  in  fees,  you  can 
set  aside  $10,000  whether  you  have  a 
money-purchase  or  profit-sharing 
plan.  If  you  have  the  former,  you  can 
deduct  the  whole  $10,000. 
If  you  have  a  profit-shar- 
ing plan,  you  can  count  on 
deducting  only  $6,521.74. 

It's  clear,  then,  that  peo- 
ple who  have  profit-shar- 
ing plans  now  have  some 
thinking  to  do.  It  might  be 
time,  suggests  Thomas 
Zesk  of  Deloitte  Haskins 
&  Sells,  to  consider 
changing  your  profit-shar- 
ing plan  to  a  money-pur- 
chase plan. 

But  maybe  not.  Tim  Ko- 
chis  of  Bank  of  America 
thinks  the  institution  that 
set  up  your  plan  will  prob- 
ably find  a  way  to  get  you 
the  20%  deduction  even 
though  you  have  been 
contributing  to  a  profit 


able  deduction.   The  formula  looks 
like  this: 

Deduction  =0-15 x  $100,000 
1.15 

That  works  out  to  $13,043.48,  or  an 
effective  deduction  rate  of  13%. 


Defined  contribution  Keogh  plans 


If  you  are  self-employed  and  covered  by  a  money- 
purchase  or  profit-sharing  Keogh  plan,  here's  what 
you  can  contribute  and  deduct  for  1984. 


Money  purchase*         Profit  sharingt 


Maximum  contribution 


20%  of  net  income 
or  $30,000 


20%  of  net  income 
or  $30,000 


Maximum  deduction 


20%  of  net  income 
or  $30,000 


13%  of  net  income 


*Typical  plan  for  the  self-employed  without  employees,  or  for 
the  person  who  has  employees  and  has  a  consistently  profitable 
business.  Contribution  is  a  set  percentage  of  your  income  and 
your  employees'  compensation.  If  you  work  alone  and  have  no 
income,  that  percentage  equals  zero;  if  you  have  employees  and 
have  no  earnings,  you  still  have  to  fund  their  accounts. 
tThis  plan  no  longer  allows  maximum  deduction,  but  offers 
flexibility  if  you're  working  alone  and  think  you  might  add 
employees.  You're  required  to  contribute  to  their  accounts  only 
when  you  have  profits.  Can  be  combined  with  a  money-purchase 
plan  to  reach  maximum  deduction. 


A  literal  reading  of  this  miscorrect- 
ed  law,  however,  says  he  can  still  plan 
on  a  straight  deduction  of  15% — 
$15,000— on  his  $100,000. 

Not  so  fast,  says  Treasury.  "We 
were  startled  when  we  realized  what 
had  happened,"  says  Harry  Conaway, 
an  attorney  for  the  Treasury  Depart- 
ment. "We're  going  to  put  out  a  regu- 
lation by  the  end  of  the  year  or  in 
January  that  will  put  that  correction 
in  the  right  place."  He  ful- 
ly expects  this  correction 
of  the  correction  to  get 
congressional  okay  in  a 
Technical  Corrections 
bill  next  year,  which  will 
legitimize  the  effective 
13%  limit  on  deductions 
for  profit-sharing  plans. 

Until  any  changes  can 
be  seen  in  black  and 
white,  "what  you  have  is 
a  real  mess,"  says  accoun- 
tant John  Corsaro  of  Seid- 
man  &  Seidman.  "No- 
body is  sure  what  to  do." 
In  the  meantime,  it's  best 
to  plan  on  the  more  con- 
servative 13%  deduction. 
And  keep  your  eyes  on 
Treasury  for  further, 
ahem,  clarifications. 


sharing  plan  now.  Over  the  next  cou- 


?^tSfflS  Debit  cards  are  giving  the  credit  industry  a 

chance  to  correct  mistakes  and  reduce 
fraud.  What's  in  it  for  you? 


pi 

you  can  contribute  that  maximum 
20%  and  then  deduct  all  of  that 
amount. 

Still  with  us?  If  this  were  the  end  of 
the  story,  things  would  be  confusing 
enough.  But  there  is  more.  Last  sum- 
mer— to  the  chagrin  of  the  Treasury 
Department,  the  Joint  Committee  on 
Taxation,  the  accounting  profession 
and  everybody  else  who  thought  he 
had  finally  caught  on — the  Deficit  Re- 
duction Act  managed  to  obfuscate 
things  further. 

What  happened?  Suffice  it, to  say 
that  Congress,  intent  upon  correcting 
one  small  flaw  in  the  TEFRA  provi- 
sions, goofed.  Somewhere  between 
the  1984  tax  bill's  introduction  and  its 
signing,  a  corrective  clause  acciden- 
tally cropped  up  in  the  wrong  para- 
graph. The  way  the  law  now  reads,  a 
profit-sharing  plan  holder  can  go  back 
to  figuring  deductible  contributions 
with  the  more  favorable  percentage- 
of -income- before -subtracting- deduc- 
tion method. 

Take  that  doctor  again.  Assume  he 
has  several  employees,  and  so  has  a 
profit-sharing  Keogh.  The  way  the 
law  was  supposed  to  read,  he  would  be 
able  to  stash  $20,000  into  his  Keogh 
but  be  able  to  take  a  deduction  of  only 
15%  of  $100,000  minus  that  allow- 
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Perils  in  plastic 


By  Janet  Bamford 


Tis  the  season  to  spend,  and  more 
people  than  ever  are  using  debit 
cards  to  pay  for  their  holiday  buying. 
That's  right,  debit  cards.  They  may 
look  and  imprint  like  credit  cards.  But 
there's  a  big  difference.  The  true  cred- 
it card  works  like  a  loan — an  interest- 
free  loan  if  you  pay  the  creditor  back 
fast  enough,  usually  within  30  days. 
On  the  other  hand,  the  debit  card 
works  like  a  check  written  against 
your  bank  balance  that  can  clear  the 


same  day.  You  get  no  credit  and  you 
get  no  float. 

But  there's  another,  even  more 
critical,  difference  between  the  cards: 
If  your  credit  card  is  stolen  or  lost  and 
then  misused,  the  credit  card  com- 
pany is  out  of  pocket.  The  most  you 
can  lose  normally  is  $50.  If  the  debit 
card  is  wrongly  used,  the  loss  comes 
right  out  of  your  bank  balance.  In 
some  cases,  you  could  lose  your  mon- 
ey market  balance  or  even  more 
should  you  have  a  line  of  credit  tied  to 
your  account. 


FORBES,  DECEMBER  17,  1984 


i 


tribu  collect  a  gift  every  time  you 
make  an  Amsterdam  Connection?" 


""ides.  And  this  time  it's  aVfolvoP 


up  your  Win»On>The'Way  sweepstakes  entry  and  rules  at 
iKLM  check-in  counter  to  see  what  prize  or  gift  you  can  get. 
'I  aim  your  prize,  or  gift,  all  you  have  to  do  is  fly  Royal  Class 
lusiness  Class  on  KLM  to  Amsterdam  and  make  a  same-day 
flection  at  Schiphol  Airport. 

CLE's  valued  at  $23,350  each. 

•  5  holidays  for  two— fly  KLM  Royal 
Class  for  a  luxurious  week  in 
Holland,  value  $6,920  each. 

Or  get  one  of  these  gifts: 

•  50  dazzling  diamonds  from  Gassan 
Diamond— $330  value  each. 

•  50  Philips  pocket  dictating  machines 
—$275  value  each. 

•  25  Avis  Car  Rentals  for  a  week— $250 
value  each. 

•  Gift  certificates  worth  approx.  $5.00 
at  Schiphol  Airport 


BVmsterdam  Connection  means 
■asy  connections  to  over  100 
Bn  Europe,  the  Middle  East,  Far 
find  Africa. 

■LM  also  offers  ^Advantage® 
leto  Amsterdam  plus  a  bonus  of 
Hmileage  beyond'' 
yd  now,  every  time  you  make  a 
Bction  you  collect  a  prize  or  gift 
JijSy  of  the  Holland  Promotion 
ufation  with  KLM's  Win-On-The 
f  weepstakes. 

Ujiay  win  one  of  these  prizes: 
Burious,  fully-equipped  Volvo  760 


When  you  pick  up  your  Sweep- 
stakes entry,  which  includes  official 
rules,  you'll  know  immediately  what 
prize  or  gift  you  can  get.  There's 
something  for  everyone!  To  collect,  fly 
KLM  Royal  Class  or  Business  Class 
from  New  York,  Chicago,  Atlanta, 
Houston,  Los  Angeles  or  Anchorage. 
Call  your  travel  agent  or  KLM  today. 

AAdvantage®  is  a  registered  service  mark  of 
American  Airlines,  Inc .  Triple  mileage  bonus  effectiv 
November  1,  1984  through  March  31,  1985. 
To  Play:  No  purchase  necessary.  You  must  make 
an  Amsterdam  Connection  to  claim  prize  or  gift. 
Void  where  prohibited.  Sweepstakes  starts 
October  28,  1984  and  gifts  or  prizes  must  be 
claimed  by  March  23,  1985.  For  free  Sweepstakes 
entry  ticket  and  rules  send  stamped,  self- 
addressed  envelope  to:  KLM  Win-On-The- Way 
Game  Piece,  P.O.  Box  3901,  Syosset, 
New  York  11775.  Residents  of  Wash-  9^9 
ington  State  need  not  affix  postage,     ■■■■o 


duty-free  shops. 


The  Reliable  Airline.  KL IVI 


Royal  Dutch  Airlines 


Quite  literally  Continental 
has  comtort  and  conven- 
ience down  to  a  science. 
For  by  raising  the  levels  of 
technology,  we  continue 
to  raise  the  levels  of  luxury. 

Consider  Continental's 
ride,  for  example.  It  offers  a 


supreme  balance  of  riding 
comfort  and  driver  control, 
a  result  of  its  electronically 
controlled  air  suspension. 
It's  a  technological 
advance  offered  by  no 
other  luxury  car  maker.  Not 
only  does  it  let  you  ride  on 


air,  but  it  automatically  lev- 
els the  car  to  compensate 
for  changes  in  passenger 
or  luggage  load. 

Continental  does  a  good 
many  other  things  for  you 
automatically.  Like  keep- 
ing the  interior  climate  at 


the  temperature  you 
select.  Like  providing  for 
shorter  stopping  distanc ! 
on  virtually  any  road  sur- 
face with  its  Anti-Lock      , 
Brake  System.  A  system 
available  on  select  moc 
els  that  affords  greater 
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:le  stability  and  steer- 
Dntrol  than  conven- 
I  braking  systems. 

nental  is  part  of  a 
r  group  of  auto- 
es rated  the  highest 
y  luxury  cars  built  in 
ca.  When  1981 


through  1983  luxury  car 
owners  were  asked  in  a 
1984  survey  about  car 
problems  they  had  experi- 
enced in  the  last  six 
months,  on  average, 
Lincoln  owners  had  the 
fewest. 
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The  1985  Continental  from 
Lincoln. 

With  the  amenities  of  fine 
fabrics,  real  wood  trim, 
and  other  tasteful  details, 
technically,  it's  the  most 
luxurious  Continental  of  all. 


LINCOLN 

Lincoln-Mercury  Division  Cj%ST> 


—  -*»• 


'   -j  -  v 


A.       ■     •-.     ft*;  O*.    >^. 


HH 


& 


*J* 


Sp  . 


'3* 


Some  debit  cards  are  brand  new.  If 
you're  one  of  8.5  million  Mobil  Oil 
customers  in  California,  Florida  or 
the  Washington,  D.C.  area,  for  exam- 
ple, you  may  have  started  filling  your 
tank  this  year  using  a  debit  card  in- 
stead of  a  credit  card.  If  you  shop  J.C. 
Penney  in  Oregon,  you  might  be  pay- 
ing with  your  Visa  electronic  debit 
card — which  is  read  electronically 
rather  than  imprinted — in  a  new  pilot 
program. 

Other  debit  cards  have  been  around 
for  years.  If  you  have  a  cash  manage- 
ment type  of  account  with  a  broker  or 
bank,  the  Visa  card  that  is  provided 
with  the  account  is  often  a  debit  card 
that  gives  access  to  your  funds  right 
away.  Even  more  common  are  those 
bank  cash  cards  used  in 
automated  teller  ma- 
chines. There  are  current- 
ly an  estimated  33  million 
U.S.  households  with 
such  cards. 

Boosters  say  debit  cards 
are  going  to  change  the 
way  people  pay  for  things, 
one  day  perhaps  even  re- 
place checks.  Others  be- 
lieve they  will  just  take 
their  place  next  to  checks, 
credit  cards  and  cash.  But 
there's  no  denying  the 
recent  growth  in  debit 
cards:  The  number  of 
automated  teller  machine 
cards  issued  has  doubled 
in  the  last  two  years,  and 
the  number  of  Visa  debit 
cards  is  5.6  million,  up 
from  4.5  million  last  year. 
And  many  banks  are  mak- 
ing arrangements  to  have 
their  own  proprietary  cash 
cards  accepted  not  just  in 
ATM  machines  but  also 
by  local  merchants. 

Why,  one  might  ask,  are 
some  credit  card  issuers 
so  enthusiastic  about  debit  cards, 
when  interest  rates  on  credit  card  bal- 
ances are  close  to  20%  in  most  states? 

One  reason  is  smart  consumers. 
Aware  of  such  high  interest  rates  on 
debit  balances,  about  half  of  the  hold- 
ers of  major  bank  cards  beat  the  inter- 
est rates  by  paying  off  their  balance 
monthly.  Holders  of  gasoline  credit 
cards  also  tend  to  pay  off  their  bal- 
ances monthly.  They  benefit  from  the 
float  without  paying  interest. 

Another  reason  for  debit  cards  is 
that  major  issuers  are  concerned 
about  a  rapid  increase  in  recent  years 
in  fraudulent  use  of  credit  cards.  (The 
latest  wrinkle  thieves  have  come  up 
with  is  making  counterfeit  cards  from 
cardholders'  discarded  carbons.) 
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But  because  debit  card  holders  have 
more  to  lose  if  a  card  is  misused,  the 
theory  is  that  cardholders  will  take 
better  care  not  to  lose  them,  or  have 
them  stolen. 

There  are  other  advantages,  too. 
When  the  debit  card  is  used  in  place  of 
a  check,  the  bank  saves  by  not  having 
to  process  as  much  paper.  Merchants 
are  safeguarded  against  the  possibility 
of  getting  bad  checks. 

But  what  about  you,  the  customer? 
Well,  there  is  convenience.  Debit 
cards  eliminate  the  time  wasted  in 
checkout  lines  getting  your  check  au- 
thorized, a  real  drag  at  Christmas- 
time. And  access  to  your  cash  assets 
can  be  convenient  when  you  want  to 
spend  a  lot  more  than  your  credit  lim- 


it on  a  given  card. 

But  there's  that  potential  for  mis- 
use of  your  debit  card,  even  if  a  PIN 
(personal  identification  number)  must 
be  known  in  order  for  someone  to  use 
the  card.  Some  unwise  debit  card 
holders  write  their  PINs  somewhere 
in  wallet  or  purse,  for  example.  Oth- 
ers use  birth  dates,  Social  Security 
numbers,  telephone  numbers  or  other 
strings  of  digits  a  clever  thief  could 
easily  deduce. 

Your  liability  can  depend  upon  how 
quickly  you  report  a  debit  card  miss- 
ing. If  you  report  a  theft  within  the 
first  two  business  days  after  you  no- 
tice the  card  has  been  stolen,  you're 
liable  for  a  maximum  of  $50 — as  is 
common  with  most  credit  cards.  If 


you  fail  to  report  the  loss  that  quickly, 
however,  your  maximum  liability 
rises  to  at  least  $500. 

And  if  you  don't  report  it  for  60  days 
after  you've  received  a  bank  state- 
ment that  shows  the  fraudulent 
charges,  your  liability  after  that  can 
be  unlimited — and  extend  not  only  to 
the  full  amount  of  your  account,  re- 
member, but  also  to  the  lines  of  credit 
attached  to  it.  There  are  contingen- 
cies for  extenuating  circumstances — 
if  you're  out  of  the  country,  or  in  the 
hospital,  for  example,  these  provi- 
sions may  not  apply. 

With  such  frightening  potential  for 
loss,  some  companies  have  voluntar- 
ily established  low  liability  limits  for 
their  debit  card  customers.  Both  Mer- 
PMHuiing  riu  Lynch  and  Charles 
Schwab,  for  example,  set 
the  limit  at  $50.  But  not 
all  debit  card  issuers  are 
so  protective. 

"Greater  responsibility 
is  placed  on  the  holder  of 
debit  cards,"  says  Susan 
Ingram,  an  attorney  and 
former  associate  counsel 
for  American  Express. 
"The  credit  card  law  was 
enacted  quite  a  few  years 
ago,  and  at  that  point  they 
imposed  only  the  $50  li- 
ability; it  hasn't  moved  up 
with  reality.  In  my  per- 
sonal opinion,  Regulation 
Z  [the  credit  card  regula- 
tion] should  be  made 
more  like  Regulation  E 
[the  debit  card  regulation, 
which  allows  the  unlimit- 
ed liability]."  Perish  the 
thought. 

But  no  matter  what  vol- 
untary limits  have  been 
set,  don't  forget  an  ele- 
mentary but  crucial  differ- 
ence between  a  credit  card 
and  a  debit  card.  With  a 
credit  card  you  get  bills  that  you  ei- 
ther pay  or  don't  pay  if  you  have  a  beef 
with  the  issuer;  with  a  debit  card,  you 
wake  up  one  morning  and  money  has 
disappeared  from  your  bank  account. 
If  there's  an  error,  that  money  has  to 
be  reinstated  to  your  account.  (Banks 
have  45  days  to  correct  an  error — and 
must  provisionally  recredit  your  ac- 
count if  the  error  hasn't  been  correct- 
ed within  10  days.  If  a  mistake  should 
occur  during  a  transaction  with  a  mer- 
chant, those  time  limits  double  to  90 
days  and  20  days,  respectively.) 

Moral:  Treat  your  debit  cards  just 
like  the  cash  you  have  in  your  bank 
account.  That  is  exactly  what  they 
represent. 
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Welcome  to  the  bullpen,  a  quick  entry  into 
the  competitive,  big-commission  world  of 
commercial  real  estate. 

Think  you're 
tough?  Try  selling 


By  John  A.  Byrne 


You're  doing  okay  in  your  job  but 
not  ripping  the  world  apart.  You 
want  to  make  big  money  in  a  hurry 
and  think  you  have  what  it  takes.  You 
know  fortunes  are  made  in  commer- 
cial real  estate,  and  you  want  in  fast. 

What  does  it  take  to  make  it?  We 
called  on  fulien  J.  Studley,  Inc. 
(Forbes,  Dec.  3)  to  find  out.  There  are 
many  commercial  brokers  in  the 
country.  Forbes  chose  to  hang  out  a 
while  at  the  Studley  office  in  Wash- 
ington, D.C.  because  rookies  there  are 
routinely  put  through  the  real  estate 
equivalent  of  Marine  boot  camp.  And 
because  commissions  are  so  mouth- 
watering. Six-  and  even  seven-figure 
commissions  are  not  unheard  of. 

Among  the  aspiring  rookies  at  Stud- 
ley is  Greg  Kolakowski,  25,  son  of  a 
dentist  and  a  graduate  of  Georgetown 
University  with  a  B.A.  in  English  and 
economics.  Kolakowski  is  one  of  440 
i  commercial  real  estate  brokers  and 
;  salesmen  in  the  greater  Washington 
|  area,  one  of  36  employed  by  Studley 
there.  He  is  one  of  8  newcomers  in  the 
firm's  Washington  bullpen  learning 
j  the  Willy  Loman  craft  of  the  commis- 
[sion  salesman. 

The  bullpen,  a  series  of  cubicles  in 
Ithe  middle  of  the  large  office,  houses 
[an  eclectic  group  that  includes  a  for- 

ler  secretary,  a  city  planner,  a  jewel- 
firm  credit  manager  and  a  senior 

lalyst  with  the  President's  Office  of 

lanagement  &  Budget,  plus  Kola- 
jkowski.  The  rookies  have  degrees  in 

ilitical  science,  urban  affairs,  public 


Phil  Huling 


policy,  economics  and  finance.  They 
also  have  one  thing  in  common:  a 
desire  to  make  a  lot  of  money,  fast. 

There  must  be  an  easier  way  to  do 
it.  Studley  offers  no  salary,  only  a 
"draw"  of  between  $15,000  and 
$20,000  the  first  year  that  is  later  de- 
ducted from  commissions.  There  are 
no  paid  vacations,  holidays  or  sick 
leave,  nor  is  there  paid  medical  insur- 
ance until  you  become  a  vice  presi- 
dent. More  than  25%  of  the  new  re- 
cruits will  drop  out  or  get  the  ax  by 
the  end  of  their  second  year. 

Yet  for  those  who  pass  the  tests,  the 
rewards  can  be  spectacular.  "These 
people  should  make  draw  the  first 
year,  double  it  the  next,  and  after  five 
years  they  should  earn  a  six-figure 
income  or  be  in  another  business," 
says  Stephen  Goldstein,  a  40-year-old 
bullpen  veteran  and  former  hearse 
driver  for  a  funeral  parlor  who  now 
manages  the  office.  It  doesn't  do  to 
send  Goldstein  a  resume  for  a  job.  He 
has  500  of  them  on  file.  "As  a  rule,  it 
takes  a  minimum  of  two  calls,  maybe 
five,  to  get  me  on  the  telephone.  If  the 
applicant  isn't  that  persistent,  forget 
it.  My  people  look  forward  to  Monday 
mornings,  and  many  of  them  dream 
numbers  at  night." 

These  can  be  big  numbers.  A  sales- 
man who  persuades  a  firm  to  sign  a 
ten-year  lease  for  50,000  square  feet  of 
office  space  in  Washington  these  days 
can  earn  about  $250,000  in  commis- 
sions. A  bullpen  member  would  get 
58%  of  that,  or  $145,000,  while  a  vet- 
eran would  take  63% — although  since 
nearly  all  projects  involve  teamwork, 
these  commissions  are  often  shared. 
The  remainder  goes  to  the  firm. 

Terry  Amling,  a  former  Dictaphone 
salesman  who  joined  the  bullpen  in 
1981,  has  found  these  big  commis- 
sions to  his  liking  quickly  enough. 
His  first  year  he  made  slightly  under 
his  $15,000  draw;  in  his  second  he  did 
$20,000,  which  he  doubled  his  third. 
So  far  this  year  the  27-year-old  Miami 
University  history  grad  is  up  to 
$181,000.  Amling  was  promoted  from 
the  bullpen  in  January.  "I  don't  think  I 
have  a  sales-type  mentality,"  he  says, 
"I'm  not  that  kind  of  guy.  But  I  know 
how  to  make  money." 

For  months  on  end,  the  juniors  do 
little  more  than  cold-canvass  poten- 
tial clients,  trying  to  get  a  meeting. 
They  all  compete  for  clients,  often 
tripping  over  one  another.  "You  get 
rejection  after  rejection  after  rejec- 
tion," says  Kolakowski,  who  joined 
the  firm  last  December.  "It  takes  200 
or  so  cold  calls  just  to  get  a  good  sales 
rap  with  tenants." 

It  took  Kolakowski  hundreds  of 
calls  before  landing  his  first  meeting 
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with  a  major  tenant,  one  using  60,000 
square  feet  of  space.  He  was  euphoric, 
rushing  about  the  office  telling  any- 
one who  would  listen  about  his  coup. 
Shades  of  Glengarry  Glen  Ross,  the  Da- 
vid Mamet  play  about  real  estate 
salesmen  that  is  required  viewing  for 
aspiring  brokers. 

"As  soon  as  you  get  a  lead,  you  run 
to  the  calculator  and  run  the  num- 
bers," says  Kolakowski,  "and  then 
you  fantasize  over  how 
much  your  commission 
might  be."  In  the  case  of 
the  tenant  using  60,000 
square  feet,  it  turned  out 
to  be  nothing.  The  meet- 
ing never  led  to  a  deal. 

It  seldom  does.  For,  af- 
ter the  call  and  the  meet- 
ing, the  real  estate  broker 
often  has  to  create  a  deal. 
When  space  isn't  tight, 
and  it's  only  moderately 
so  in  Washington  these 
days,  you  have  to  con- 
vince a  tenant  whose 
lease  isn't  going  to  expire 
for  years  that  he  should 
move  out  now  and  sub- 
lease his  space  to  take  ad- 
vantage of  a  better  deal 
elsewhere.  Then  you  have 
to  find  the  right  space  at 
the  right  price,  negotiate 
it  and  get  the  signatures 
on  the  papers.  That's  not 
as  easy  as  a  lot  of  new- 
comers think. 

Take  Adam  Singer,  who 
left  his  father's  wholesale 
jewelry  business  to  get 
into  real  estate  in  Septem- 
ber 1983.  One  of  Singer's 
jobs  is  to  market  the  new- 
ly renovated  90,000- 
square-foot  Papermill 
building  on  K  Street  in 
Washington's  fashionable 
Georgetown  section. 

Singer  wears  out  his  shoe  leather 
walking  through  other  Georgetown 
buildings  writing  the  names  of  ten- 
ants in  a  notebook.  Back  at  the  office, 
he  makes  calls  to  find  out  when  their 
leases  expire,  how  much  they  pay  and 
whether  they  want  to  move.  This  in- 
telligence is  crucial.  "You  get  to  learn 
the  market  by  doing  building  re- 
ports," he  says.  "For  every  building  in 
Washington,  you  should  know  who 
are  the  four  top  tenants,  the  market 
rate  they  pay,  the  developer  and  the 
leasing  agents.  The  more  you  know, 
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the  easier  it  is  to  canvass."  In  the  last 
eight  months  the  24-year-old  Singer 
figures  he  has  made  about  400  calls 
for  the  Georgetown  building.  All  he 
has  to  show  for  it  is  a  single  16,000- 
square-foot  deal,  although  two  others 
are  pending. 

Like  other  young  and  hungry  new- 
comers here,  he  and  Kolakowski  are 
assigned  mentors — bullpen  graduates 
who  hold  the  windowed  private  of- 
fices surrounding  the  humbling  cubi- 
cles. These  mentors  teach  them  the 
business,  from  making  cold  calls  to 
presenting  deals.  The  juniors  also  as- 
sist their  senior  brokers  by  preparing 

Joe  McNallv/Wheeler  Pictures 


Lois  Zambo  of  Julien  J.  Studley,  Inc. 

From  $6,000  receptionist  to  millionaire  broker. 


reports  of  available  space  and  maps  for 
clients  and  by  crunching  numbers. 

Kolakowski  feels  he  lucked  out.  His 
mentor  is  Lois  Zambo,  a  vivacious  yet 
tough-as-nails  broker  who,  as  the 
firm's  top  nondirector  producer  na- 
tionwide, is  expected  to  be  crowned 
"Numero  Uno"  next  month  at  Stud- 
ley's  trip  to  Egypt  for  top  producers 
and  senior  management.  Zambo,  a  38- 
year-old  without  a  college  degree,  had 
been  a  dental  technician. 

She  joined  Studley  in  1975  as  a 
$6,000-a-year  receptionist.  This  year 


her  earnings  jumped  to  seven  figures, 
thanks  partly  to  her  arranging  a 
250,000-square-foot  deal  that  took 
Gannett  Co.'s  corporate  headquarters 
out  of  Rochester,  N.Y.  and  into  a 
building  in  Rosslyn,  Va.  Among  other 
things,  she  had  the  savvy  to  hire  a 
photographer  to  snap  pictures  from 
the  1 7th  floor  of  the  then  uncomplet- 
ed, windowless  building  to  show  Gan- 
nett Chairman  Allen  Neuharth  the 
panoramic  view  his  office  would  com- 
mand should  he  locate  there. 

Three  years  ago  Zambo  fought  her 
way  into  that  deal  by  muscling  out  a 
competitor  and  convincing  Gannett 
to  use  her  to  secure 
240,000  square  feet  in  the 
same  project  for  its  USA 
Today  operations. 

Zambo  has  her  own  the- 
ory of  what  it  takes  to  suc- 
ceed in  the  business.  It 
helps  to  be  insecure  and 
unsatisfied,  she  says,  so 
you  keep  moving  from 
one  deal  to  the  next.  "Peo- 
ple in  this  business  are  in- 
secure because  you're  al- 
ways trying  to  prove  that 
your  last  success  wasn't  a 
fluke." 

Even  for  the  successful, 
however,  this  is  a  busi- 
ness with  a  high  burnout 
rate.  You  find  few  full- 
time  brokers  much  above 
the  age  of  40.  They  have 
either  dropped  out  of  the 
business  entirely  or  gone 
on  to  other  things  in  real 
estate. 

Four  years  ago  Stephen 
Goldstein,  who  boasts  13 
years  in  the  industry,  had 
doubts.  He  was  the  firm's 
top  producer  in  1979, 
earning  a  commission  in 
the  high  six  figures.  The 
next  year  he  suffered  the 
first  drop  ever  in  his  in- 
come; it  fell  into  the  five- 
figure  category.  "I  was  de- 
pressed," he  says.  "I  won- 

dered  where  my  next  deal 

would  come  from." 

It  was  then  that  Julien  Studley,  the 
bearded  and  bespectacled  founder  of 
the  New  York  City-based  firm,  made 
a  point  of  telling  him  he  was  happy  he 
was  having  such  a  bad  year.  "Now 
you  know  how  much  we  really  appre- 
ciate you,"  Studley  told  him. 

"Sometimes,"  says  Studley,  "I  fe< 
like  I'm  running  a  film  studio.  I  havi 
stars  here  to  contend  with." 

And  only  the  determinedly  star 
struck  need  apply. 


:l 
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Japan's  Information  Industry: 
Success  and  Challenge 

by 
Stephen  T.  McClellan 


I.  Introduction 


Japan's  ability  to  absorb  and  adapt 

for  its  own  purposes  the  leading 

technologies  of  the  time  has  been  a 

hallmark  of  its  culture  and  society  for 

many  generations.  Acutely  aware  of 

its  island  status,  lacking  the  land  and 

natural  resources  that  are  the  usual 

prerequisites  of  geopolitical  power, 

Japan  has  learned  to  make  up  for 

what  it  does  not  have  by  taking  the 

[lead  from  others.  This  was  true  in  the 

*  1600s  when  Japan  discovered  how  to 

;  make  porcelain  and  almost  overnight 

ibecame  a  rival  to  China,  which  had 

[been  making  it  for  over  a  thousand 

liyears.  It  was  true  again  in  the  19th 

'.century  during  the  Meiji  Restoration, 

when  for  the  first  time  Japan  turned 

■  [its  interest  toward  the  West   and 

[aggressively  imported  the  ideas  and 

[products  of  Europe  and  America. 

I    And  it  continues  to  be  true  today. 

|  The  post-war  Japanese  miracle,  the 

3  transformation  of  a  devastated  in- 

2  [iustrial  structure  into  a  triumphant 

»  burveyor  of  textiles,  steel,  cars,  and 

*  stereos,  owes  a  great  deal  to  Japan's 


ability  to  borrow  technology,  refine 
its  production,  and  create  finished 
goods  that  are  better  and  less  expen- 
sive. This  inclination  to  imitate  rather 
than  innovate  is  often  criticized,  but 
the  simple  fact  is  that  it  is  a  valuable 
skill  in  today's  world  and  no  one  does 
it  better  than  Japan. 

Today  we  are  seeing  what  may  be 
the  crowning  achievement  of  Japan's 
modern  industrial  development  — 
and  its  greatest  unresolved  challenge. 
Without  equal  among  the  advanced 
industrial  nations,  Japan  has  suc- 
cessfully followed  the  lead  of  the 
United  States  in  making  computers. 
Japan  is  more  than  just  a  country 
whose  companies  dabble  in  com- 
puters; it  is  a  serious  contender 
with  computer  products  that  in 
certain  cases  rival  and  surpass  those 
of  the  United  States.  Japan  is  the  only 
non-communist  country  where  local 
companies  control  at  least  half  of  the 
domestic  data  processing  market. 
And  it  is  the  only  country  whose 
computer  companies  may  eventually 
make  a  dent  in  the  U.S.  market. 

Starting  later  and  from  a  smaller 
base  than  the  Europeans,  Japan  has 


taken  a  major  step  toward  securing  its 
future:  it  is  beginning  to  emerge  as  an 
important  contender  in  the  U.S. 
market  that  is  expected  to  be  over  $1 
trillion  worldwide  by  the  end  of  the 
century,  bigger  than  any  other  single 
business.  The  U.S.  computer 
business  is  already  double  the  size  of 
the  steel  industry  and  surpassed  the 
automobile  industry  in  1984.  By  the 
end  of  the  century  computers  will  be 
the  biggest  industry  of  them  all, 
surpassing  oil. 


1984  Accomplishments 

1984  was  a  pivotal  year  in  Japan's 
headlong  plunge  into  the  computer 
era.  This  year  was  the  first  in  which 
exports  of  electronics,  including 
computers,  semiconductors,  and 
consumer  electronics,  surpassed 
automobiles  (albeit  by  a  slight 
margin)  as  Japan's  leading  product 
sold  abroad.  Japanese  electronics 
exports  are  estimated  at  7.46  trillion 
yen  in  1984,  compared  to  7.45  trillion 
yen  for  cars.  As  recently  as  1980, 
electronics  exports  were  only  two- 
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thirds  that  of  automobiles  (Table  1). 

In  semiconductors,  the  building 
blocks  of  computers  and  increasingly 
prevalent  in  such  things  as  video 
cassette  recorders,  stereos,  and  cars, 
Japan  continued  to  increase  its  share 
of  the  world  market  to  an  estimated 
40%.  In  supercomputers,  the  fastest 
and  most  powerful  computers,  Japan 
appears  to  be  closing  in  on  American 
companies  technologically,  though 
not  in  market  share.  And  in  computer 
rooms  throughout  the  world, 
Japanese  printers,  disk  drives,  and 
other  peripheral  equipment  are 
becoming  more  commonplace. 

For  Americans,  sensitive  to 
Japanese  conquests  in  steel  and 
automobiles,  the  progress  Japan  has 
made  in  computers  has  provoked 
deep  concern.  It  is  a  commonly 
voiced  prediction  that  the  Japanese 
will  gain  the  25%  share  in  computers 
that  they  now  have  in  cars. 

These     fears     are     not     entirely 


justified.  It  was  almost  inevitable  that 
the  Japanese  would  enter  the  com- 
puter business.  But  the  successes 
they  have  achieved  to  date  are  far 
from  signaling  an  imminent  take- 
over. Although  the  Japanese  elec- 
tronics industry  continues  to  grow  at 
a  rapid  pace,  it  is  still  only  about  one- 
third  the  size  of  the  electronics  indus- 
try in  the  U.S.  In  computers,  the 
Japanese  share  of  the  worldwide 
computer  market  is  still  quite  small, 
less  than  10%.  U.S.  companies,  led  by 
IBM,  control  about  75%  of  the  non- 
communist  information  processing 
business,  according  to  the  Interna- 
tional Data  Corporation. 

And  even  though  the  Japanese 
control  half  of  their  own  data  pro- 
cessing market,  IBM  does  as  much 
business  in  Japan  as  all  of  the 
Japanese  companies  taken  together 
do  in  the  U.S.  The  Japanese  share  of 
the  U.S.  computer  market  is  only 
around  2%. 


Japan's  Major  Product  Exports  (trillion  yen)* 


It  will  be  a  huge  challenge  for  Japar 
to  rapidly  increase  its  share  of  th< 
worldwide   market.   The  compute 
industry  is  still  young  and  untamed 
It  is  not  yet  the  kind  of  matun 
industry  where  the  Japanese  talent , 
for  imitation  and  refinement  can  b 
used  most  effectively.  Unlike  stee 
and  automobiles,  the  computer  ir. 
dustry  is  still  growing  and  changing 
Moreover  the  direction  in  which  th 
industry  is  changing  is  not  favorabl 
to  Japanese  companies.  Software  am 
computer  services  are  beginning  t 
assume    a    dominant    role    in   th  a 
industry.  Hardware,  which  has  bee 
Japan's  strong  suit,  is  assuming  a  lov 
profit,    commodity-like    status.    Fc 
these   reasons,   Japanese  compute'; 
companies  face  an  uphill  battle  i  I 
their   effort  to  penetrate  the  U.!l 
market  and  become  a  dominant  fore ' 
in  the  information  business.  At  th 
very  least  it  is  going  to  take  long* 
than  most  people  might  expect. 

I 

Table 


1981 


1982 


1983(E) 


1984 


Electronics  equipment 
Consumer  electronics 
Industrial  electronics 
Electronic  components 


5.17 
2.62 
0.96 
1.6 


5.52 
2.52 
1.25 
1.75 


6.45  (+17) 
2.75  (  +  9.2) 
1.65  (  +  32) 
2.1    (+17) 


7.46  (  +  1 
3.00  (  +  9 
2.00  (  +  2 
2.4    (  +  1 


Steel 

Construction  machinery 

NC  &  MCs 

Automobiles 

Motorcycles 

Cameras 

Watches 

Copiers 


3.74 

0.6 

0.2 

6.39 

0.81 

0.27 

0.29 

0.31 


3.98 
0.68 
0.15 
6.71 
0.72 
0.24 
0.24 
0.32 


3.1  (-23) 
0.62  (-9.5) 
0.13  (-12) 
6.9  (  +  3) 
0.55  (-24) 
0.22  (-10) 
0.25  (  +  5) 
0.35  (  +  10) 


3-2   (  +  5j 
0.62 

0.16(  +  S 
7.45  (  +  i 
0.55  (0) 
0.25  (  +  ' 
0.26  (  +  f 
0.41  (  +  ■ 


*  Percentages  may  differ  due  to  rounding 
Source:  Nomura  Research  Institute 


The  Top  Ten 


Nonetheless,    the    Japanese    are 
following  a  strategy  that  makes  the 


most  of  their  strengths.  Because  of 
their  highly  prized  techniques  of 
mass  production,  several  leading 
American  computer  companies  have 
signed  agreements  to  have  the  Japan- 


ese supply  hardware  to  them. 

As  third  party  suppliers  to  otr 
computer  companies  and  throu 
their  own  limited,  direct  marketi 
efforts,    Japanese    computer    co 
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anies  will  export  over  $1.5  billion  by 
985, 15-20  percent  of  their  domestic 
Dmputer  production.  By  1990  all  of 
le  Japanese  companies  together  will 
ave  secured  enough  of  a  presence  in 
le  U.S.  market  to  rank  10th  among 
le  leading  U.S.  computer  companies 
able  2).  This  will  be  a  significant 
xomplishment  and  may  forebode 
reater  things  to  come  in  the  future, 
ven  then,  however,  Japan's  share 
ill  not  present  a  significant 
nallenge  to  such  leaders  as  Digital 
quipment,  Wang,  or  Hewlett- 
ackard,  and  is  minuscule  com- 
ared  to  the  overwhelming  pres- 
ace  of  IBM. 


[.  The  Keys  to  Japan's 
conomic  Success 

Many  theories  have  been  advanced 
i  explain  the  enormous  economic 
access  Japan  has  enjoyed  since 
iforld  War  II.  One  theory  holds  that 
"jcause  Japan  suffered  such  devasta- 
iDn  in  World  War  II  it  was  in  a  better 
jsition  to  regroup  industrially 
ithout  being  constrained  by  an 
ltmoded  infrastructure.  Another 
eory  gives  the  credit  to  the  unique 
iioperation  between  Japanese  in- 
lstries  and  the  government  —  the 
-called  "Japan  Inc."  Finally,  there 
e  scores  of  books,  magazine 
fticles,  and  business  seminars  that 
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Table  2 


IBM 

Digital  Equipment 

Wang  Laboratories 

Hewlett-Packard 

NCR 

Electronic  Data  Systems 

Control  Data 

Burroughs 

AT&T 

All  Japanese  Computer 
Companies  Combined 


*,uthor's  estimate 


have  given  the  credit  to  the  way  in 
which  productivity,  labor  relations, 
and  management  in  general  are 
handled  in  Japan. 

There  is  something  to  be  learned 
from  all  of  these  suggestions,  but  they 
only  touch  upon  the  real  answers 
which  lie  far  deeper  in  Japan's 
history  and  culture. 

Cooperation:  The  idea  of  Japan 
Inc.,  for  example,  only  tells  part  of  the 
story.  While  it  is  true  that  the 
government  plays  a  major  role  in 
industrial  planning,  it  is  not  a  rigid 
process  dictated  by  government 
bureaucrats  and  forced  upon  un- 
willing industrialists.  Although  there 
is  no  shortage  of  the  kind  of  com- 
petitive instinct  usually  associated 
with  American  business,  in  Japan  it 
is  tempered  by  an  uncommonly  high 
sense  of  national  interest. 

For  whatever  reason  —  obviously  it 
is  somehow  connected  to  the  deeply 
ingrained  sense  of  vulnerability  that 
comes  with  being  a  small,  island 
nation  —  the  Japanese  people  have  a 
very  heightened  sense  of  group  loyal- 
ty in  virtually  everything  they  do.  In 
Japan,  if  someone  performs  badly  at 
an  assigned  task,  they  tend  to 
experience  a  feeling  not  of  individual 
failure,  but  of  having  failed  the  group 
to  which  they  belong.  On  a  personal 
level,  as  well  as  on  a  business  level,  to 
seek  individual  aggrandizement  at 
the  expense  of  the  general  welfare  is 
considered  reprehensible. 

These  qualities  are  evident  in  the 
way  Japan  approaches  those 
segments  of  the  economy  that  have 
fallen  on  hard  times. 

In  the  1970s,  when  the  Japanese 
shipbuilding  industry  began  to  slow 
markedly  in  growth,  all  of  the 
companies  got  together  and  agreed 
upon  a  plan  to  reduce  their  produc- 
tive capacity  in  an  organized  manner, 
spreading  out  the  cutbacks  among 
themselves  as  equitably  as  possible. 

Cooperation  is  also  an  earmark  of 
the  way  Japan  plots  its  future 
industrial  growth.  MITI,  the  power- 
ful Japanese  Ministry  of  Interna- 
tional Trade  and  Industry,  plays  an 
active  role  in  funding  and  directing 
the  approach  Japanese  companies 
take  in  many  industries,  including 
computers.  It  was  at  MITI's  direction 


that  the  highly  publicized  Fifth 
Generation  Computer  Project  got 
under  way  in  1982. 

By  and  large,  however,  Westerners 
tend  to  overdramatize  MITI's  role. 
The  $450  million  that  MITI  proposed 
to  spend  over  a  period  of  10  years  on 
the  Fifth  Generation  project  is  not  a 
lot,  considering  the  scale  of  the  effort, 
and  appears  likely  to  be  reduced. 
Overall,  MITI's  budget  for  high 
technology  has  dropped  20  percent 
over  the  last  three  years. 

Acceptance  of  Science  and 
Technology:  While  the  Japanese 
government  sets  the  direction,  it  is  up 
to  the  people  to  follow.  In  the  case  of 
modern  technology,  this  has  occur- 
red with  surprising  ease.  As  a  people, 
the  Japanese  seem  to  find  science  and 
technology  irresistible  and  willingly 
accept  the  changes  that  it  may  bring 
into  their  lives.  This  in  itself  is  a 
highly  significant  trait  and  helps 
explain  why  Japan,  at  once  one  of 
the  most  ancient  of  all  societies,  has 
adapted  so  well  to  the  modern  world. 

Beginning  in  1868,  the  period  in 
Japan  known  as  the  Meiji  Restora- 
tion, Japan  embarked  on  an  intensive 
effort  to  catch  up  with  the  West. 
Science  and  technology  were  seen  as 
key  elements  in  the  drive  to  close  the 
gap.  In  Japan  this  occurred  without 
any  of  the  undercurrent  of  anti- 
scientific  feeling  that  has  at  various 
times  been  evident  in  Euope  and 
America.  Equally  as  important,  the 
Japanese  accorded  both  science  and 
technology  an  equal  status,  not 
disdaining  the  latter  as  being 
somehow  less  noble  than  the  former. 
For  these  reasons,  the  Meiji  Restora- 
tion was  profoundly  successful  in 
realizing  its  aims.  The  development 
of  the  railroad,  telephone,  and  elec- 
tric light  in  Japan  followed  close  on 
the  heels  of  the  West,  as  did  progress 
in  such  modern  industrial  fields  as 
textiles,  shipbuilding,  and  steel.  By 
the  1920s  Japanese  researchers  were 
making  their  own  forays  into  televi- 
sion and  synthetic  fibers. 

Speed  of  Adaption:  In  many  ways 
the  changes  that  occurred  in  those  70 
years  prior  to  World  War  II  were 
greater  than  the  ones  that  have  taken 
place  since  the  end  of  the  war.  During 
those  years,  Japan  abandoned  the 
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largely  feudal  basis  to  its  society  and 
embraced  the  industrial  revolution. 
In  effect,  Japan  compressed  into 
seventy  years  what  required  several 
centuries  in  most  other  societies. 

The  enormous  speed  with  which 
change  occurs  is  a  continuing  theme 
in  Japanese  history.  In  the  16th 
century,  when  the  first  firearms  were 
introduced  to  Japan  from  Portugal, 
Japanese   swordmakers   abandoned 


their  craft  in  droves  and  switched  to 
guns.  Within  thirty  years  there  were 
an  estimated  300,000  guns  in  Japan 
and  they  were  already  becoming  an 
export  item.  As  Masanori  Moritani 
noted  in  his  book,  Advanced 
Technology  and  the  Japanese  Con- 
tribution (The  Nomura  Securities 
Co.  Ltd.,  Tokyo),  "There  can  be  few 
other  examples  of  a  totally  new 
technology  being  adopted  and  so 


thoroughly  applied  in  such  a  shor 
time." 

The  history  of  porcelain  in  Japar 
followed  a  similar  pattern.  Althougl 
pottery  was  made  in  Japan  datinj 
back  to  ancient  times,  porcelain  wai 
not  introduced  until  the  17th  centurj 
more  than  a  thousand  years  after  it: 
development  in  China  and  hundred 
of  years  after  being  produced  ii 
Vietnam  and  Korea.  Yet,  in  less  thai 


Chart  1  —  Shift  from  Energy  to  Information 
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50  years,  Japan  was  an  acknowledged 
leader  in  the  international  porcelain 
market. 


III.  Japan's  Information 
Society 

There  is  probably  no  other  country 
in  the  world  that  understands  the 
importance  of  the  information 
revolution  better  than  Japan.  Since 
the  late  1960s,  Japan  has  been  en- 
gaged in  a  continuous  effort  to  wean 
its  economy  from  its  dependence  on 


energy-guzzling,  heavy  industries  in 
favor  of  a  more  knowledge-based, 
technology-intensive  economy.  This 
effort,  accelerated  dramatically  by 
the  oil  crises  of  the  1970s,  has  been 
largely  successful  (see  Chart  1).  The 
volume  of  energy  required  by  the 
Japanese  economy  has  leveled  off 
significantly  and  now  grows  at  a 
slower  pace  than  the  overall  econ- 
omy, as  measured  by  Japan's  GNP. 
However,  by  reducing  its  energy 
dependence,  Japan  has  also  created  a 
new  challenge.  As  the  supply  of 
information  used  by  the  economy 
continues  to  grow,  so  does  the  cost  of 


managing  and  distributing  this  info 
mation.  Like  virtually  all  of  tf 
advanced  nations,  Japan  is  looking  i 
the  ever-increasing  power  and  dive 
sity  of  today's  information  tec. 
nologies  to  meet  this  new  challeng 
For  Japan,  computers  are  more  tha 
an  important  export  item.  Tl 
development  of  information  tec 
nology  is  a  key  part  of  Japan's  stratej 
as  a  society. 

Culturally,   Japan   has   importa 
attributes    that    make    it    unique 
suited  for  the  information  era. 
begin  with,  Japan  possesses  a  high  | 
literate     population.     Despite    i 
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lotoriously  difficult  language,  illi- 
eracy  in  Japan  is  estimated  at  less 
han  one  percent  of  the  adult  popula- 
ion,  compared  to  20%  in  the  United 
Jtates.  This  helps  explain  why 
apanese  publishers  churn  out  some 
15,000  new  books  a  year  —  more  than 
louble  the  per  capita  number  as  in 
heUnitedStates.Italsohelpsexplain 
low  and  why  93%  of  all  Japanese 
egularly  read  newspapers,  with  the 
esult  that  per  capita  newspaper  sales 
n  Japan  are  higher  than  in  any  other 
ountry  in  the  world,  with  the 
olitary  exception  of  Sweden. 
As  Robert  C.  Christopher  notes  in 
lis  book,  The  Japanese  Mind:  The 
joliath  Explained  (Simon  & 
ichuster,  New  York  1983) 

For  the  Japanese,  the  statement 
that  knowledge  is  power  is  not 
just  a  pious  truism:  it  is  a  basic 
operating  principle...  There 
are  few  statistics  about  Japan 
so  esoteric  that  someone  has 
not  ferreted  them  out,  and 
sooner  or  later  ail  of  these  data 
are  put  to  use:  no  Japanese 
government  agency  or  major 
corporation  would  dream  of 
undertaking  a  new  venture 
until  it  has  acquired  mountains 
of  information  on  every  facet  of 
the  matter  involved  and  sub- 
jected all  of  this  material  to 
painstaking  analysis  and 
reanalysis. 


he  Japanese  Computer 
iidustry 

[apan's  first  computer  was  actually 
••nounced  in  1957;  twelve  years  after 
lb  first  U.S.  computer,  the  ENIAC, 
Vis  put  into  operation,  and  six  years 
cer  Remington-Rand  sold  the 
grid's  first  commercial  computer, 
te  Univac  I,  to  the  U.S.  Census 
I  reau.  Almost  immediately  the 
J;>anese  government  began  to  pro- 
vie  assistance  for  the  fledgling 
Hustry. 

b  the  early  1960s,  MITI  provided 
fyding  for  the  first  of  its  four  major 
Hfional  projects  to  promote  com- 
per  technology  in  Japan.  As  a  result 


of  the  first  such  effort,  known  as 
FONTAC,  two  leading  Japanese  com- 
puter firms  introduced  mainframes. 

The  Japanese  computer  market 
grew  rapidly,  fueled  by  the  expansion 
of  the  Japanese  economy.  A  second 
round  of  funding  was  provided 
by  MITI,  enabling  Hitachi  and 
Mitsubishi  to  bring  out  their  first 
computers.  At  the  same  time 
American  computer  firms  estab- 
lished operations  in  Japan  and  took  a 
large  share  of  the  market. 

In  1972,  MITI  took  steps  to  con- 
solidate the  industry.  It  paired  Fujitsu 
with  Hitachi,  Toshiba  with  NEC, 
and  Mitsubishi  with  Oki  Electric. 
Backed  by  funding  of  $155  million, 
each  group  was  assigned  the  task  of 
developing  a  separate  computer  line. 
With  this  effort,  Japan  began  to 
come  of  age  in  computers.  Japanese 
companies  became  established  as 
legitimate  competitors  in  the  world 
computer  market.  In  the  1970s,  the 
Japanese  computer  industry  passed 
the  Europeans  in  size  to  become 
No.  2  behind  the  U.S.  In  1980, 
Fujitsu  became  the  first  Japanese 
computer  company  to  surpass  the 
sales  of  IBM  Japan. 

In  the  meantime,  MITI  began 
sponsorship  of  what  is  its  most 
successful  high  technology  project  to 
date:  the  $300  million  effort  to 
develop  Japan's  capacity  in  computer 
chips.  Japan's  success  in  the  semicon- 
ductor market  is  based  primarily  on 
memory  chips.  Fujitsu  was  the  first 
company  to  offer  a  chip  capable  of 
storing  64  kilobytes  of  information 
and  the  Japanese  now  dominate  the 
market  for  this  chip.  Japan  also  seems 
to  have  a  leg  up  in  making  the  newest 
generation  of  memory  chip,  the  256K 
memory  chip.  Japanese  companies 
will  continue  to  increase  their  share 
of  the  market  for  memory  chips, 
although  they  still  lag  the  U.S.  in 
producing  logic  chips  and  micro- 
processors —  which  together  account 
for  about  two-thirds  of  the  overall 
semiconductor  market. 

Mainframes  still  account  for  the 
bulk  of  Japanese  computer  industry 
revenues,  although  the  partnerships 
that  were  spawned  in  the  1970s  have 
become  less  important.  Minicom- 
puters, data  services  and  software 


account  for  less  of  a  share  of 
the  Japanese  market  than  they  do  in 
the  U.S. 

The  fastest  growing  portion  of  the 
Japanese  market  is  the  one  for 
personal  computers.  It  is  now  about 
one-quarter  the  size  of  the  U.S. 
market  and  growing  by  about  45% 
a  year,  according  to  Nomura 
Research  Institute.  Because  personal 
computers  resemble  the  kind  of  con- 
sumer products  that  the  Japanese 
excel  in  producing  it  is  expected  that 
exports  to  the  United  States  will 
average  about  15%  of  the  total 
Japanese  production,  making  them 
an  important  export  item. 


Fifth  Generation 

Japan  has  drawn  attention  from 
around  the  world  for  its  most  am- 
bitious computer  effort  to  date,  the 
Fifth  Generation  Project.  Promising 
a  quantum  leap  in  information 
technology,  the  aim  of  the  Fifth 
Generation  Project  is  nothing  less 
than  the  creation  of  a  computer  that 
can  think  like  a  human  being.  Instead 
of  the  powerful,  but  highly  rigid 
nature  of  today's  computers,  which 
must  be  programmed  to  perform 
each  and  every  step,  the  goal  of  the 
Fifth  Generation  Project  is  to  create 
computers  that  are  able  to  ask  intelli- 
gent, unprogrammed  questions  and 
provide  original  conclusions  and  ad- 
vice the  way  a  human  might,  using 
the  powers  of  logic  and  reasoning. 

The  rationale  behind  the  Fifth 
Generation  Project  is  the  idea  that 
information  management  in  years 
to  come  will  increasingly  require 
"knowledge-based  expert  systems" 
—  computers  that  possess  a  vast 
amount  of  information  about  a  par- 
ticular area.  One  example  would  be 
that  of  a  computer  that  is  crammed 
with  information  about  medicine 
and  is  able  to  use  that  data  to 
diagnose  individual  patients,  the  way 
a  doctor  does. 

An  equally  important  aspect  of  the 
Fifth  Generation  Project  is  the  crea- 
tion of  computers  that  are  easy  to  use. 
If  the  Japanese  are  successful,  using 
a  computer  will  become  as  easy  as 
using  one  of  those  automatic  teller 
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machines  at  banks.  You  won't  need 
any  kind  of  specialized  training  or 
programming. 

Begun  in  1982  and  slated  to  con- 
tinue for  10  years,  the  Fifth  Genera- 
tion Project  is  backed  by  MITI  with  a 
proposed  budget  of  $450  million. 
Participants  include  the  six  major 
Japanese  computer  companies  as 
well  as  two  consumer  electronics 
firms. 

Software,  semiconductor  technolo- 
gy, new  computer  architectures  such 
as  "parallel  processing"  —  these  are 
some  of  the  technological  hurdles 
facing  the  Fifth  Generation  effort.  In 
the  first  phase  of  the  project,  which  is 
coming  to  an  end  next  March,  some 
important  milestones  were  achieved, 
including  the  creation  of  two  new 
computers:  a  database  machine  that 
is  capable  of  storing  vast  amounts  of 
information  that  expert  systems 
require;  and  an  inference  machine 
that  is  capable  of  logical  reasoning 
like  humans. 

The  creation  of  these  computers 
represents  an  important  beginning, 
but  it  also  serves  as  a  reminder  of  the 
goals  that  have  yet  to  be  achieved.  For 
example,  both  computers  are  based 
on  the  architecture  that  has  prevailed 
in  all  computers  to  date:  serial 
processing  in  which  one  instruction 
is  handled  at  a  time.  Achieving  the 
goals  of  the  Fifth  Generation  Project 
requires  the  development  of  com- 
puters that  are  capable  of  parallel 
processing:  the  ability  to  work  on 
several  different  instructions  at  the 
same  time. 

Parallel  processing  and  making 
computers  easier  are  on  the  agenda 
for  the  next  phase  of  the  project, 
which  begins  next  year  and  will  last 
until  1989.  It  is  expected  to  be  the 
toughest  part  of  the  entire  effort. 

Budget  restraints  may  play  a  role 
in  determining  what  can  be  accom- 
plished in  this  second  phase. 
Although  about  $225  million  —  half 
of  the  total  budget  —  was  expected 
to  be  allocated  to  the  second  phase, 
now  it  is  expected  that  only  about  half 
of  that  will  be  made  available. 

The  goals  of  the  Fifth  Generation 
Project  are  wildly  ambitious.  But 
even  if  they  are  not  entirely  realized, 
the  lesser  discoveries  that  a  project  of 


this  size  and  scope  inevitably 
spawns  can  have  a  decisive  impact 
on  the  development  of  computer 
technology  in  Japan,  and  the  world. 


IV.  How  the  Computer 
Industry  is  Changing: 
The  Shakeout 


The  greatest  challenge  facing  the 
Japanese  will  be  to  cope  with  the 
upheaval  that  is  taking  place  in 
today's  computer  industry.  The  in- 
dustry today  is  not  the  same  as  it  was 
in  the  1960s  and  1970s  when  many 
Japanese  firms  first  began  to  enter 
the  business. 

As  I  explained  in  my  book, 
The  Coming  Computer  Industry 
Shakeout  (John  Wiley  &  Sons,  New 
York  1984),  the  shakeout  that  is  taking 
place  in  the  computer  industry  today 
is  not  the  usual  one  of  an  industry 
that  is  consolidating  after  an  initial 
period  of  heavy  growth.  The  ground- 
rules  of  the  computer  industry  are 
being  altered  in  very  decisive  ways. 
Hardware  is  .becoming  less  impor- 
tant. An  overall  trend  toward  soft- 
ware and  services  is  reshaping  the 
computer  business.  Companies  that 
can  tie  computers  together  in 
networks  are  becoming  more  impor- 
tant than  the  companies  that  actually 
manufacture  them.  In  the  meantime, 
another  almost  contradictory  trend  is 
occurring.  Instead  of  being  an  in- 
dustry dominated  by  sales  of  multi- 
million  dollar  mainframe  computers, 
the  computer  market  is  becoming 
fragmented  into  specialty  niches.  At 
least  20  specialty  markets  have  ap- 
peared in  recent  years  from  auto- 
mated teller  machines  to  word 
processors.  New  ones  appear  all  of 
the  time. 

Both  of  these  factors  —  systems  in- 
tegration and  specialization  —  plus 
one  more,  the  incredible  aggressive- 
ness of  IBM,  are  what  is  causing  the 
shakeout  in  the  computer  industry 
today.  To  survive,  Japanese  com- 
panies will  have  to  understand  and 
adapt  to  those  three  decisive  trends. 

Systems  Integration:  In  the  future, 
all  computers  will  "talk"  with  one 


another  to  share  data.  Virtually  nc 
office  automation  or  data  processing 
equipment  will  stand  alone.  Equip- 
ment that  stands  alone  today,  such  a: 
personal  computers,  stand-alone 
word  processors,  even  telephones 
and  copiers,  will  be  tied  into  largei 
data  communications  and  compute] 
networks.  Voice,  video,  and  data  wil 
intermingle.  Equipment  may  still  b( 
sold  individually,  but  the  customei 
will  buy  it  in  order  to  make  it  part  o 
an  overall  network.  Systems  com 
patibility  will  be  the  key  feature  tha 
will  sell  information  processinj 
equipment. 

The    U.S.    government   has   beei 
spearheading     this     move     towan  I 
systems    integration    by    awardinj  . 
huge  contracts,  dubbed  "megacor  \ 
tracts,"  to  upgrade  its  existing  infoi 
mation  networks.  At  the  U.S.  Poste  i 
Service,  for  example,  a  contract  wi  >] 
be  awarded  soon  that  calls  for  th 
creation  of  a  network  of  computer  j 
and   other   devices   at   22,000   pos<| 
offices  around  the  country.  The  tofe  j 
cost  of  this  contract  is  estimated  at  $  i 
billion.  The  creation  of  these  nev*1 
networks  will  be  the  major  publi  | 
works  projects  of  the  informatio  i 
age.  And  the  government  is  not  th 
only  customer.  Fortune  500  firm  I 
with  their  national  and  multination;    i 
operations,   will  be  awarding  co)  | 
tracts  just  as  big  as  those  now  beir. 
put  out  by  the  government. 

Systems  integration  will  be  th 
most  difficult  and  sophisticated  taf 
computer  companies  will  have  : 
undertake.  It  will  be  the  mi 
software-intensive,  value-added  a 
pect  of  the  business.  It  will  also  I 
highly  profitable.  Companies  that  c 
not  participate  will  be  that  muc 
poorer  for  it. 

Japanese  companies  are  becomii 
aware  of  this.  In  Japan  a  hea^ 
investment  is  being  made  in  the  ere 
tion  of  a  digital  network  based  ( 
fiber  optic  technology  that  will  alio 
computers  and  office  automatic 
equipment  to  send  and  receive  da 
throughout  the  country. 

However,  with  their  tradition 
orientation  on  hardware  technolo] 
and  lack  of  experience  in  softwai 
Japanese  companies  will  be  fightii 
hard  to  stay  up  with  the  trend  towa 
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ystems  integration. 
Specialization:  For  its  first  twenty 
ears,  the  computer  industry  was 
issentially  a  one-product  business, 
^.s  recently  as  1975,  the  seven  leading 
J.S.  mainframe  companies  were 
esponsible  for  over  80%  of  the 
evenues  generated  in  the  industry, 
faday  mainframes  are  just  one  of 
he  many  offerings  in  a  highly 
ragmented  business.  By  1988,  main- 
rames  will  represent  only  15%  of  all 
ndustry  shipments. 
The  computer  industry  is  no  longer 
t  one-product,  general  purpose 
lusiness.  To  be  successful,  products 
nust  be  developed  for  specific 
tiarket  niches,  whether  it  is  personal 
omputers  for  executives  or  home 
omputers  for  their  children; 
utomatic  teller  machines  for  banks 
r  computerized  cash  registers  for 
uper  markets. 

i  Once  a  specialty  niche  market 
jecomes  established,  it  does  not  stay 
c:atic  for  very  long.  Many  of  them 
|,reak  down  into  even  smaller  niches. 
It  the  printer  market,  for  example, 
nere  are  at  least  five  niche  markets 
iich  as  printers,  and  dot  matrix 
winters.  In  disk  drives  there  are  rigid 
j.sk  drives  and  floppy  disk  drives. 
|he  list  of  specialty  niche  markets 
:  the  computer  industry  is  virtu- 
|ly  endless.  These  markets  move 
liy  fast.  Today's  hot  new  niche  is 
ten  tomorrow's  dated,  price 
impetitive,  overcrowded  niche. 
•Tierican  companies,  young,  upstart 
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companies  from  Silicon  Valley  to 
Route  128  outside  Boston,  are  in 
aggressive  pursuit  of  these  areas,  new 
companies  appearing  all  the  time. 
Since  these  markets  are  such  fast 
targets,  it  may  be  a  challenge  for  the 
Japanese  to  optimize  on  their  produc- 
tion skills  to  excel  in  these  niches. 

IBM:  A  major  factor  behind  the 
changed  conditions  in  today's  com- 
puter industry  is  the  renewed  vigor  of 
IBM.  Having  become  a  bit  placid  in 
the  1970s,  IBM  is  now  stomping 
through  the  industry  the  way  it  did 
back  in  the  1950s  and  1960s.  Because 
it  is  such  a  dominant  force  in 
computers  —  it  is  eight  times  bigger 
than  its  closest  competitor  —  IBM's 
actions  play  a  decisive  role  in  shaping 
industry  conditions. 

IBM  invested  some  $12  billion  in 
factory  automation  between  1978 
and  1983,  to  become  a  lower  cost 
producer.  IBM  has  also  been  ag- 
gressive in  pricing.  IBM  has  tackled 
specialty  markets  by  creating  what  it 
calls  Independent  Business  Units, 
free  to  compete  with  the  young 
specialist  companies.  One  of  IBM's 
first  IBUs  produced  the  enormously 
successful  IBM  PC.  IBM  has  also 
gone  outside,  acquiring  ROLM  (for 
data  communications),  and  forming 
a  relationship  with  Intel  (semicon- 
ductors), and  others. 

IBM's  adjustment  to  the  new 
industry  conditions  is  the  standard 
by  which  all  major  computer  com- 
panies —  both  U.S.  and  Japanese  — 


must  be  judged.  IBM  has  supple- 
mented its  mainframe  orientation 
and  emerged  as  a  broad-based 
supplier  of  office  automation  devices, 
peripherals,  data  services,  software, 
not  to  mention  plain  old  computers. 
It  is  a  symphony  instead  of  a  one-man 
band.  To  survive  (if  not  thrive)  in  the 
shakeout,  other  companies  will  have 
to  do  at  least  as  much. 


V.  Surviving  the  Shakeout 

Japanese  companies  have  to  adjust 
to  these  new  conditions  that  are 
reshaping  the  computer  industry.  In 
facing  this  challenge  they  are  not 
alone.  Quite  a  few  American  com- 
panies —  for  example  many  of  the 
old-line  mainframe  firms  —  have 
been  caught  short  and  are  struggling 
to  catch  up.  At  the  same  time,  many  of 
the  young  companies  that  are  doing 
so  well  now,  may  find  their  success 
very  short-lived.  The  computer 
industry  is  experiencing  more 
change  now  than  at  any  other  time  in 
its  history. 

The  products  and  services  that  a 
company  offers,  the  way  that  it  sells 
them,  its  style  of  management,  these 
will  all  play  a  role  in  a  company's 
ability  to  adapt  to  the  new  conditions 
of  today's  industry. 

Herewith  are  the  key  factors  that 
Japanese  companies  will  find 
themselves  wrestling  with,  along 
with  their  U.S.  counterparts,  for  most 
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of  the  rest  of  this  century: 

Software:  This  is  often  cited  as  the 
Achilles  heel  of  the  Japanese  com- 
puter effort.  Actually,  the  Japanese 
are  far  from  alone  in  the  software 
struggle.  Software  is  expensive, 
costing  in  the  neighborhood  of  $10  to 
produce  a  single  line  of  program- 
ming code,  which  is  higher  than  the 
cost  of  a  microprocessor  chip. 
Programming  requires  highly  ex- 
perienced, highly  skilled  technical 
talent  of  which  there  are  shortages  in 
both  Japan  and  the  United  States.  No 
one  has  yet  come  up  with  an  effective 
way  of  automating  the  job  of  writing 
software  programs.  Software  re- 
quires considerable  creativity  and 
individuality,  traits  that  run  counter 
to  Japan's  emphasis  on  cooperation. 

In  addition  to  these  hurdles, 
however,  the  language  and  cultural 
differences  that  separate  Japan  and 
the  United  States  make  any  effort  to 
export  software  problematic.  For 
example,  Japanese  accounting  rules 
are  different  from  those  in  the  U.S.  so 
it  is  virtually  impossible  to  export 
Japanese  accounting  software.  For 
the  most  part  Japanese  computer 
users  have  preferred  custom  written 
software,  instead  of  the  standard 
applications  software  that  is  pro- 
liferating in  the  United  States. 

As  hardware  continues  to  decline 
in  value,  software  will  increase  in 
importance.  By  1988  one  out  of  every 
three  dollars  in  the  U.S.  computer 
industry  will  be  spent  on  software 
and  services.  In  recent  years  more 
companies  specifically  devoted  to 
software  have  appeared  in  Japan. 
More  are  needed. 

Marketing:  To  be  successful  in 
computers  today  it  is  vitally  impor- 
tant to  control  the  way  your  products 
are  sold.  Computers  no  longer  sell 
themselves  simply  because  they  are 
faster,  more  powerful,  or  offer  a  better 
price/performance  ratio.  Marketing 
has  become  as  important  as  product 
technology.  For  these  reasons,  a 
company  must  establish  its  own  sales 
network.  To  entrust  this  function  to 
someone  else  places  the  integrity  and 
reputation  of  the  product  and  the 
company  in  someone  else's  hands. 
Today's  increasingly  unsophisticated 
office   end   users   need   to   have   it 


explained  why  a  particular  product  is 
superior;  why  it  is  best  suited  to  the 
needs  of  the  user;  how  it  can  be  used; 
and  why  its  quality,  reliability,  price, 
software,  and  after  service  are  the 
best.  In  many  segments  of  the 
computer  industry  a  great  deal  of 
actual  system  design  occurs  in  the 
field  in  discussions  between  sales 
personnel  and  end  users. 

Stores  that  sell  computers  on  a 
retail  basis  have  caught  the  imagina- 
tion of  the  public  and  many  manufac- 
turers, but  retailing  is  a  tricky 
business  and  ultimately  may  prove  a 
difficult  way  to  sell  computers.  With 
scores  of  vendors  trying  to  get  their 
products  in  front  of  the  public,  they 
won't  all  fit  on  the  shelves.  Marketing 
is  proving  a  tough  challenge  for 
everyone.  As  outsiders,  with  no 
established  sales  networks,  it  is  an 
especially  difficult  challenge  for  the 
Japanese. 

Size:  In  today's  highly  fragmented 
industry,  a  company  that  is  relatively 
small  is  often  better  off.  The  advan- 
tages of  being  big  —  more  funds  for 
R&D,  more  marketing  clout,  more 
products,  and  greater  credibility  — 
do  not  hold  up  .well  in  an  industry 
that  is  fragmenting  into  specialty 
niches.  In  today's  computer  industry, 
a  company  must  do  one  or  two  things 
well.  By  being  small  and  concentrat- 
ing in  a  narrow  market  sector,  one 
type  of  product  or  service,  efforts  are 
not  spread  too  thinly.  Reaction  times 
to  competitive  developments  and 
market  changes  are  short.  The  elaps- 
ed time  between  market  intelligence, 
new  strategies,  management  deci- 
sions, product  development,  and 
sales  force  roll  out,  is  minimal.  The 
ideal  size  appears  to  be  about  $1 
billion  in  sales. 

For  the  most  part,  the  Japanese 
computer  industry  is  dominated  by 
large  companies.  This  was  a  con- 
scious decision.  Being  big  allows  the 
Japanese  to  achieve  the  economies  of 
scale  in  production  that  have  allowed 
them  to  be  so  price  competitive 
throughout  the  electronics  market. 
Although  this  is  important,  the  high 
degree  of  concentration  in  the 
Japanese  computer  industry  discour- 
ages the  kind  of  speciality  niche 
markets  that  have  appeared  so  fre- 


quently in  the  U.S.  in  recent  years. 
Specialty  Japanese  computer  com- 
panies are  few. 

Style  of  Management:  Many  of  the 
most  successful  companies  in  the 
U.S.  computer  industry  today  are 
those  in  which  something  like  an 
entrepreneurial  atmosphere  is 
allowed  to  flourish.  Small  size  makes 
it  possible  for  this  atmosphere  to  exist 
by  allowing  formal  and  informal  lines 
of  communication  to  coexist,  limiting 
the  formal  regimented  procedures 
that  are  the  inevitable  accompani- 
ment to  growth.  But  small  size  is  not 
enough  by  itself  to  create  an  entre- 
preneurial atmosphere.  It  is  up  to 
management  first  to  plant  the  seed. 
In  theory,  professional  managers 
should  be  able  to  instill  this  kind  of 
atmosphere,  but  typically  it  requires 
that  the  founder  or  pioneer  of  a  com- 
pany remain  active  in  this  affair. 

This  kind  of  focus  on  a  particular 
individual  is  not  now  a  part  of  the 
Japanese  way,  but  to  be  competitive 
in  the  computer  business  it  is  impor- 
tant. 


VI.  The  Future 

The  changing  conditions  in  today's 
computer  industry  pose  a  serious 
challenge  for  the  Japanese  com- 
panies. Their  ability  to  produce  low- 
cost,  quality  hardware  will  serve- 
them  well  in  many  segments  of  the 
business.  But  software  and  systems 
integration  capabilities  will  also  be 
important.  Keeping  up  with  the  fast- 
paced  change  of  the  information 
business  is  key.  The  decline  of  the 
mainframe  market  and  the  rise  of 
such  things  as  office  automation  and 
personal  computers  are  happening 
fast. 

Japan's  strengths  cannot  be  dis- 
counted. Carving  out  a  role  as 
third-part  suppliers  of  hardware  may 
eventually  lead  to  a  significanl 
presence  in  the  U.S.  and  interna- 
tional markets. 

Japanese  companies  are  here  tc  * 
stay  in  computers.  They  have  come  i  % 
long  way  in  a  short  time.  That  ir  \ 
and  of  itself  will  give  them  th(  jj 
momentum  to  go  forward  and  mee  \ 
the  challenges  that  are  still  ahead.!  <l 
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Still  plowing  a 

Deere  &  Co.  has  long  been  pre- 
eminent in  farm  equipment.  It 
regularly  makes  money  during  bad 
times,  in  marked  contrast  to  competi- 
tors. But  now  that  Tenneco's  J.I.  Case 
division  and  International  Harvester 
have  joined  hands,  staying  ahead  will 
surely  get  tougher  for  Deere. 

Robert  Hanson,  Deere's  chief  ex- 
ecutive since  1982,  doesn't  like  to  dis- 
cuss doings  at  the  competition.  But 
he's  clear  on  one  thing:  Deere  won't 
react  to  the  latest  merger  with  its  own 
acquisition.  Sure,  there  is  no  upturn 
in  sight  in  farm  equipment  and  Han- 
son has  the  funds  to  venture  into  oth- 
er businesses.  But  he  isn't  tempted  to 
go  on  a  buying  spree.  "We  don't  be- 
lieve that  a  conglomerate-type  expan- 
sion is  appropriate,"  he  says. 

Instead,  Hanson  thinks  Deere  is  al- 
ready diversifying  nicely  .  As  its  mar- 
kets were  turning  down  in  1979,  the 
:  company  decided  to  introduce  new, 
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larger  machines  for  the  construction 
market.  That  meant  taking  on  Cater- 
pillar Tractor.  One  of  those  new  prod- 
ucts— a  big  front-end  loader — has 
been  plagued  with  problems,  tarnish- 
ing Deere's  reputation  for  design  and 
service.  But,  on  the  whole,  Hanson's 
bet  doesn't  look  that  bad  now.  The 
recovery  in  the  U.S.  economy  is  spur- 
ring a  fast  recovery  for  Deere's  con- 
struction line. 

Hanson  has  also  broadened  Deere's 
consumer  division.  Sales  have  grown 
to  almost  $600  million,  or  about  15% 
of  sales,  from  nearly  nothing  five 
years  ago.  "This  year  we  introduced 
27  new  products,"  Hanson  notes. 
Deere's  new  riding  lawn  m'owers,  for 
example,  are  selling  especially  well. 

Over  the  next  few  years  Hanson 
expects  to  expand  his  financial  ser- 
vices arm  in  order  to  fill  financing  and 
insurance  needs  related  to  purchasing 
big  Deere  equipment.  In  the  last  cou- 
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pie  of  years  Deere  has  acquired  a 
small  credit  company  and  both  life 
and  property-casualty  insurers. 

These  businesses  are  meant  to  bol- 
ster Deere  during  dry  times  in  farm 
equipment.  But  Hanson,  59,  who  was 
born  in  East  Moline,  111.,  a  stone's 
throw  from  Deere's  headquarters  in 
Moline,  is  obviously  relishing  the 
thought  of  slugging  it  out  with  all 
comers — including  any  amalgam  of 
Case  and  IH — when  farmers  finally 
start  buying  again.  "In  the  next  five 
years  We  will  see  much  better  times 
in  the  agricultural  markets,"  he 
says. — Katharine  Blood 

Advance  man 

W'  hat  a  difference  a  decade  makes. 
Ten  years  ago  Ronald  Walker  was 
on  trial,  sued  by  civil  rights  activists 
for  keeping  kids  with  blue  jeans  or 
long  hair  out  of  a  1971  rally  attended 
by  President  Nixon.  Texas-born 
Walker,  a  no-nonsense  organizer  who 
was  chief  White  House  advance  man, 
recalls  that  "demonstrations  back 
then  were  likely  to  turn  violent." 

Now  Walker  works  full  time  as  an 
executive  headhunter.  But  for  the  mo- 
ment he's  also  staging  yet  another 
political  spectacle:  Ronald  Reagan's 
second  inauguration. 

Soon  Walker  will  be  sending  out 
70,000  coveted  invitations  to  the  Jan- 
uary events  in  Washington,  D.C.  This 
time  young  people  are  distinctly  wel- 
come. Mindful  of  the  President's  pop- 
ularity with  voters  under  25,  the  ener- 
getic Walker  is  busily  devising  ways 
to  include  them  in  the  festivities. 

Like  the  Republican  Party,  Walker, 
47,  is  on  a  roll  after  some  troubled 
times.  During  the  Nixon  Administra- 
tion he  organized  the  President's  visit 
to  the  People's  Republic  of  China, 
among  scores  of  other  trips.  Then  he 
became  director  of  the  National  Park 
Service.  In  the  midst  of  the  Watergate 
investigations,  however,  Walker  re- 
signed after  a  controversy  about  con- 
tracts granted  to  personal  friends. 

Eager  to  leave  Washington,  Walker 
took  a  job  helping  the  Saudi  royal 
family  set  up  a  national  park  system. 
Then  oilman  Lamar  Hunt,  who  heard 
of  Walker  through  mutual  friends,  in- 
vited him  home  to  help  run  Hunt's 
World  Championship  Tennis  compe- 
titions. Eventually  Richard  Ferry,  co- 
founder  of  Korn/Ferry  International, 
asked  Walker  to  become  a  partner. 

His  first  assignment — a  natural — 
was  to  develop  the  firm's  clientele  in 
the  hotel  and  leisure  industry.  "As 
advance  man  for  the  President,  you 
stay  in  an  amazing  number  of  ho- 
tels," Walker  explains.   In    1980  he 


ORBES,  DECEMBER  17,  1984 


215 


Ronald  Walker,  headhimter  and  Republican  factotum 
Passing  out  the  invitations  for  Reagan's  inauguration. 
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worked  in  the  Reagan  campaign  and 
later  opened  Korn/Ferry's  Washing- 
ton office. 

Mixing  politics  and  business  has 
been  profitable.  Marriott  Corp.,  for 
example,  is  a  good  Walker  client,  and 
J.  Willard  Marriott  Sr.  supervised 
Walker's  work  on  the  two  Nixon  in- 
augurations. Walker  also  recently  re- 
cruited Paul  Carlin,  the  winning  can- 
didate for  Postmaster  General. 
"There's  a  wonderful  information 
network  right  along  K  Street,"  he  says 
happily. 

Passing  out  invitations  to  the  com- 
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ing  inauguration — and  perhaps  help- 
ing to  fill  other  jobs  in  Reagan's  new 
Administration— can't  help  but  keep 
Walker  tightly  plugged  in.— P.S. 

Crow's  feat 

I  was  kind  of  a  dreamer,"  says  Tram- 
mell  S.  Crow. 

Don't  take  such  self-deprecation  se- 
riously. The  32-year-old  son  of  Dallas- 
based  developer  Trammell  Crow  did 
think  about  a  career  in  art  or  science 
while  majoring  in  economics  at  Yale. 
But,  after  graduation  in  1975,  he 
joined  his  father's  real  estate  firm. 
Now  his  dreams  center  on  coaxing  the 
computer  industry  into  new  ways  of 
buying  and  selling.  "It's  a  way  for  a 
developer  to  enter  the  21st  century," 
he  says. 

Crow  is  talking  about  the  Infomart, 
a  1.5-million-square-foot  trade  mart 
his  family  firm  will  open  in  Dallas  in 


January.  Unlike  many  existing  com- 
puter trade  shows,  which  are  geared  to 
manufacturers'  new  product  intro- 
ductions, Crow  is  organizing  shows 
aimed  at  specific  groups  of  end  users, 
such  as  lawyers  and  retailers.  So  far  he 
has  43  shows  scheduled  at  Infomart 
through  1985. 

Crow's  approach  is  risky.  Though 
such  big-name  computer  manufactur- 
ers as  IBM  and  Tandy  have  signed  up, 
the  Infomart  space  is  less  than  45% 
leased.  And  Crow's  plans  don't  stop  in 
Dallas.  He  is  already  committed  to 
run  a  2.4-million-square-foot  comput- 
er mart  in  New  York  City  as  part  of 
the  planned  Times  Square  Redevelop- 
ment Project.  He  is  looking  even  fur- 
ther afield,  negotiating  to  build  simi- 
lar computer  marts  in  Paris  and 
Frankfurt  am  Main.  And  he  is  consid- 
ering possible  sites  for  another  U.S. 
mart  in  Los  Angeles. 

But  Crow  isn't  the  only  developer 
with  an  eye  to  the  future.  California 
DataMart,  a  1 75,000-square-foot 
mart,  opens  in  San  Francisco  next 
June,  with  a  425,000-square-foot  ex- 
pansion scheduled  to  open  in  1986.  In 
Boston,  BosCom  will  open  822,000 
square  feet  in  December  1985. 

Crow  dismisses  the  competition 
with  a  wave  of  his  hand,  his  confidence 
springing  from  the  fact  that  marts  are 
the  Crows'  stock-in-trade.  His  father,  rj 
now  70,  made  his  reputation  with  a 
Dallas  home  furnishings  and  apparel 
market  begun  in  1957.  Now,  this 
Crawfils  supervises  marts  and  produc- 
tion studios  in  Dallas  and  Brussels! 
totaling  10  million  square  feet,  as  well  I 
as  2,200  associated  hotel  rooms. 

His    sister,    Lucy    Billingsley,    31, 1 
oversees  the  merchandise  marts  day 
to  day,  while  brother  Harlan,  34,  runs  j 
the  family's  Dallas  office  buildings. 
(Three  other  brothers  aren't  involved 


Real  estate  man  Trammell  S.  Crow 
Vying  for  his  father's  throne. 
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ton  a  copier  be  so  friendly 
>ven  the  boss  can  use  it? 


It  is  entirely  possible  that  a  boss,  even  a  chairman 
of  the  board,  could  be  given  instructions  as  sim- 
ple as  "push  these  two  buttons,"  and  cause  a 
Kodak  copier  to  perform  a  whole  series  of  com- 
plex jobs.  Automatic  feeding.  Copying  on  both 
sides.  Inserting  colorful  cover  and  slip  sheets. 
Collating,  stapling  and  stacking.  Even  reloading 
on  the  run.  With  two  buttons. 

Custom  preprogrammable  Kodak  copiers 
are  that  easy,  and  that  fast,  to  use.  Painstaking 
human  engineering  is  part  of  the  reason  why  So 
is  a  very  powerful,  very  friendly  computer  that 
assists  operators. 

Using  a  Kodak  copier  is  as  easy  as  pushing  a 
button  or  two.  Getting  a  demonstration  is 
as  easy  as  calling,  or  sending  the  coupon. 
1  800  44KODAK  (1  800  445-6325)  Ext  324 


bdak  copiers 
can! 


Eastman  Kodak  Company,  CD4567 .  Rochester,  NY  14650 

□  Please  send  me  details  on  the  latest  Kodak  copier- 
duplicators. 

□  Please  have  a  representative  call  for  an  appointment. 
Our  approximate  monthly  copy  volume 


Name- 


Title- 


Company . 


Address - 


City. 


.State. 


.Zip. 


Telephone!- 


©  Eastman  Kodak  Company,  1984 


AT  $6  AN  HOUR. 

For  an  average  of  $6  an  hour  and  a  tax-deductible 
fee,  you  can  take  on  a  bright  AIESEC*  business  major 
from  another  country  for  6  weeks  to  18  months. 

It's  the  perfect  way  to  tackle  that  special  project 
nobody  has  time  for  that  needs  brains  and  initiative  as 
well  as  a  pair  of  hands.  It's  also  an  ideal  chance  to  give 
someone  from  another  country  on-the-job  assessment 
before  your  company  decides  to  hire  him-or  her-for 
your  office  back  home. 

For  35  years  AIESEC  has  been  providing  interna- 
tional business  training  for  more  than  100,000 
highly  motivated,  articulate  and  intelligent  college 
students  and  recent  graduates  from  around  the  world. 
They  benefit.  You  benefit. 

Thousands  of  smart  companies,  both  domestic 
and  international,  both  large  and  small,  have  tapped 
AIESEC  brains.  Why  don't  you?  It's  not  often  you  can 
get  such  a  bargain.  May  we  talk? 

Write  AIESEC,  14  West  23  Street  #FB,  NY,  NY 
10010.  Or  phone  1-212-206-1888.  Someone  from 
one  of  our  61  college  campus  offices  around  the 
United  States  will  contact  you. 

*^%     T1JI/*ITJI^|    (Eye  sec)  stands  for  Association  Internationale 

MJL     I     P,^^|',l    M    des  Eludianls  en  Sciences  Economiques  et  Commercialcs 
•  •  ■  •■!  fc^"J  ^^    In  plain  English  that  means  International 

Association  of  Students  in  Economics  and  Commerce. 


©  1984  AIESEC 
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a  new  i^"i  leader  in 
executive  readership 

According  to  the  latest  EBRS  survey  *  International  Management 
is  read  by  more  executives  than  Time,  Newsweek,  Fortune, 
Economist,  Harvard  Business  Review,  Business  Week, 
nternational  Herald  Tribune  or  Wall  Street  Journal  in  Europe, 
vlore  even  than  the  Financial  Times  outside  the  U.K. 

And  International  Management  reaches  the  executives 
/ou  want  to  influence  more  cost  effectively. 


'1984  European  Businessman  Readership  Survey:  Research  Services  Ltd. 


INTERNATIONAL 

MANAGEMENT 


Innovative  management  strategies  from  around  the  world. 


;McGraw-Hill  Building,  1221  Avenue  of  the  Americas,  New  York  NY  10020  Tel:  (212)  512  2027 
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Maserati  importer  Kjell  Qvale 
Building  a  career  out  of  fast  cars 


Faces 

Behind  the  Figures 


in  management.) 

So  far,  no  Crow  sibling  is  heir  to  the 
throne.  "We're  always  trying  to  see 
who  can  build  the  biggest  and  the 
best,"  explains  Trammell  S.  "Friendly 
competition." — Toni  Mack 

For  the  average  guy 

Maserati,  the  venerable  Italian 
maker  of  exotic  cars,  is  battling 
back.  In  1975  it  languished  with  sales 
of  only  $3  million.  But  in  the  first 
three  quarters  of  this  year,  sales 
reached  $136  million,  with  narrowing 
losses. 

Commanding  Maserati's  all-impor- 
tant U.S.  front  is  Norwegian-born 
Kjell  Qvale  (pronounced:  Shell  kah- 
vah-leh),  a  38-year  veteran  of  the  lux- 
ury car  trade.  Eight  years  ago  Qvale 
joined  with  Argentinean  designer  Ale- 
jandro DeTomaso,  who  had  taken 
over  the  failing  carmaker.  After  in- 
vesting about  $1  million,  Qvale  is 
chairman  of  DeTomaso  Industries 
and  owns  10%  of  its  stock.  In  addi- 


tion, his  San  Francisco  firm  is  the 
Maserati  distributor  for  the  western 
U.S.  One-third  of  Maserati's  produc- 
tion is  currently  sold  in  this  country, 
a  figure  Qvale  hopes  will  eventually 
grow  to  50% . 

But  don't  look  for  Maserati's  flashy 
$50,000  sports"cars  in  his  showroom. 
"A  two-person  car  with  no  room  in 
it — how  many  people  want  that?" 
asks  the  smartly  dressed  Qvale. 

Instead,  Maserati  is  betting  its  fu- 
ture on  the  plainly  styled  two-door 
Biturbo,  a  high-performance  passen- 
ger car  that  competes  with  the  BMW 
325  and  528.  Priced  at  $26,000,  "it's 
one  that  the  average  guy  at  29  can 
afford,"  says  Qvale.  U.S.  sales  started 
early  this  year  and  have  averaged  an 
acceptable  200  per  month. 

Qvale,  64,  got  into  the  car  business 
in  1946,  when  he  spotted  a  dealer's 
forest-green  MG-TC  on  a  street  in 
New  Orleans  and  contracted  for  a 
West  Coast  dealership  on  the  spot. 
Today  his  British  Motor  Car  Distribu- 
tors sells  Rolls-Royce,  Jaguar  and  Ma- 
serati in  northern  California,  as  well 
as  Subaru  in  England.  Qvale's  other 
business  interests  include  two  small 
technology  companies  and  Brittania 
Jeans,  which  he  rescued  from  bank- 
ruptcy. Qvale  also  breeds  Thor- 
oughbreds, and  once  owned  retired 
Irish  racehorse  Silky  Sullivan. 

This  is  his  second  try  at  reviving  a 


foreign  auto  manufacturer.  In   1970H 
Qvale  bought  England's  Jensen  auto: 
plant.  After  six  years  of  producing  the 
Jensen   Interceptor   and   the   Jensen- 
Healy,    Qvale   gave   up,    $2   million 
poorer. 

So  Qvale  holds  no  illusions  about 
Maserati's  future.  The  Italian  firm  re- 1 
cently  received  a  vote  of  confidence  I 
from  Chrysler  Corp.,  with  which  it 
will  develop  a  car  for  sale  in  the  U.S.H 
"I  don't  care  about  the  value  of  the] 
Maserati  name,"  says  Qvale.  "If  theil 
cars  we  produce  are  not  high  quality, ' 
reliable  and  exciting,  we  won't  make 
it." — Roger  Neal 

Covering  the  waterfront 

There's  no  traditional  route  to  the 
top  in  hospital  management — the 
business  is  too  young.  But  even  ir] 
that       freewheeling       environment  ' 
Royce  Diener's  career  stands  out. 

Diener'tuns  American  Medical  In 
ternational,  Inc.,  the  second-larges 
chain  (after  Hospital  Corp.  of  Amer 
ica)  of  for-profit  hospitals  in  the  coun 
try.  In  1939  he  got  a  degree  in  philos 
ophy  from  Harvard.  Then  he  workec 
in  manufacturing  for  American  Homi 
Products  and  sales  for  Sperry  Rand 
Next,  Diener  switched  to  investmen 
banking  and  learned  Eurodollar  trad 
ing  from  Sir  Siegmund  Warburg  ii 
London.  In  the  late  Sixties  he  becarri' 
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a  director  for  a  number  of  California 
firms,  including  a  chain  of  S&Ls. 

That's  how  Diener,  the  son  of  a 
Baltimore  doctor,  made  it  to  Los  An- 
geles-based AMI.  It's  also  why  he 
jumped  at  the  chance  to  join  the  com- 
pany as  president  in  1973,  moving  up 
to  chief  executive  two  years  later.  His 
experience  in  finance,  he  thought, 
would  help  AMI  grow  fast. 

It  turned  out,  of  course,  that  eclec- 
tic ain't  bad.  Since  1973  AMI  has 
grown  at  a  25%  annual  rate,  to  $2.4 
billion  in  revenues.  Profits  kept  pace 
until  this  year.  Earnings  per  share 
dropped  because  of  the  $700  million 
acquisition  of  Lifemark  Corp.,  an- 
other big  hospital  chain,  but  they  now 
seem  back  on  track.  In  the  last  two 
years  Diener  has  also  expanded  AMI's 
presence  in  Europe,  moved  into  the 
business  of  outpatient  diagnostic  cen- 
ters, and,  in  October,  acquired  Fidel- 
ity Interstate  Life  Insurance  Co. 

AMI  recently  became  the  first 
health  care  company  to  buy  a  teach- 
ing hospital,  St.  Joseph  Hospital  at 
Creighton  University  in  Omaha. 
With    hospital    admissions    falling, 


Michael  Mural.. 


AMI  Chairman  Royce  Diener 
"I'm  far  from  finished  yet." 

i 

[Diener  says,  teaching  hospitals  need 
.AMI's  capital  and  patients.  On  the 
other  hand,  AMI  needs  a  teaching  hos- 
pital's expertise  in  sophisticated 
health  care.  Says  Diener,  "To  go  after 
business  health  plans  nationwide,  we 
have  to  offer  an  array  of  services." 

So  Diener,  a  dapper  65,  seems  to  be 
making  AMI  over  in  his  own  eclectic 
;image.  Today,  in  addition  to  AMI  du- 
ties, he  sits  on  the  board  of  the  Los 
Angeles  Philharmonic  and  lives  on 
:he  Santa  Monica  beach  in  a  gorgeous 
aouse  once  owned  by  Cary  Grant. 
;\MI  has  no  mandatory  retirement 
jjge.  "I  feel  pretty  good,"  Diener 
:huckles.  "I'm  far  from  finished 
ct."— Robert  D.  Teitelman 


YOU  CAN  TELL  CHRISTMAS  is  near  when 
our  Decorations  Committee  gets  busy. 

We  hope  your  holiday  prep- 
arations are  also  moving 

o  iM|         CHARCOAL 

along.  And  that,  when  J^    mellowed 

they're  completed,  you'll 
have  plenty  of  time  to  savor 
the  season  with  family  and 
close  friends. 


DROP 


BY  DROP 


Tennessee  Whiskey  •  90  Proof  •  Distilled  and  Bottled  by  Jack  Daniel  Distillery 

Lem  Motlow,  Prop.,  Route  1,  Lynchburg  (Pop.  361),  Tennessee  37352 

Placed  in  the  National  Register  of  Historic  Places  by  the  United  States  Government. 
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The  new  Express  Mail  Corporate  Account: 
If  you  ship  a  lot,  it  can  help  a  lot 


Now  the  service  that  delivers 
excellence  overnight  also  delivers  the 
convenience  of  mailing  without  cash, 
stamps  or  postage  meters. 

If  your  company  ships  an  average 
of  five  Express  Mail'  packages  a  week, 
you  're  eligible  to  open  an  Express  Mail 
Corporate  Account.  With  this  account, 
you  simply  indicate  your  account  num- 
ber on  the  Express  Mail  mailing  label 
and  drop  your  package  off  at  the  near- 
est Express  Mail  collection  box  or 
Express  Mail  post  office.  We  'II  deduct 
the  postage  from  your  account  balance 
automatically.  And  send  you  a  monthly 
statement  itemizing  payments  for  every 
domestic  and  international  shipment. 


What's  more,  if  your  company  has 
branch  offices  or  sales  representatives 
in  the  field,  you  can  all  use  the  same 
account  number.  One  corporate 
account.  One  all-inclusive  shipping 


vm 


4&^ 


OKF*****. 


statement  every  month. 

Of  course,  Express  Mail  service 
means  speed,  reliability  and  econc 
Our  2-Pound  Pak,  for  example,  is/ 
$9. 35  overnight.  About  half  what  n 
others  charge.  And  for  heavier  iter 
you  can  get  one  of  our  new  Overnh 
boxes  or  tubes.  At  no  additional  ch 

So  next  time,  use  the  service  the 
delivers  over  100,000 packages  oi 
time,  everyday.  Express  Mail  Next 
Service"  from  the  post  office, 
excellence  for  less. 


EXPRESS  MAIL 

NEXT  DAY  SERVICE 

We  deliver  excellence.Jor  less. 
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The  Forbes/Wilshire  5000  Review 


Perhaps  it  stopped  falling,  but  will  it  rise?  Hopes  for  a 
quick  postelection  rally  quickly  faded  as  the  Dow  fell  58 
points  between  Nov.  6  and  Nov.  19.  Following  that,  the 
market  began  to  make  up  for  some  lost  ground.  Most  of 
the  broad  indicators  finished  the  last  two  weeks  with  only 
minor  losses.  The  more  than  5,600  issues  that  make  up 
the  Wilshire  index  fell  0.7%,  and  the  NYSE  composite 
dropped  by  the  same  amount.  NASDAQ  shares  suffered 
the  sharpest  loss  with  a  1.6%  decline,  while  Amex-listed 
issues  were  off  0.7%.  Although  the  30  blue-chip  issues 
making  up  the  Dow  industrials  managed  to  eke  out  a 
0.1%  gain  during  the  two  weeks,  this  movement  was  not 


representative  of  the  overall  market. 

Are  better  days  ahead?  Leading  economic  indicators  are 
pointing  downward,  earnings  estimates  continue  to  fall, 
the  Wilshire  index  is  already  selling  at  almost  11  times 
latest  12-month  earnings,  and  upward  volume  has  been 
unspectacular.  On  the  other  hand,  institutions  currently 
have  around  13%  of  their  portfolios  tied  up  in  cash.  That's 
around  $130  billion  they  could  pour  into  the  equity  mar- 
kets. This  compares  favorably  with  the  cash  position  prior 
to  the  August  1982  rally.  Portfolio  managers,  however,  are 
unlikely  to  plunge  into  the  market  without  some  surpris- 
ing good  news. 


Close-up  On  The  Equity  Markets 


Performance  of  six  leading  indexes 

Percent  change 

Wilshiie 
5000 

Forbes 
500' 

Dow  Jones 
industrials 

NYSE 

Composite 

Amex  Market 
Value  Index 

NASDAQ 
Composite 

in  last  4  weeks 

0.6 

1.0 

1.3 

0.8 

0.0 

-0.8 

1  in  last  52  weeks 

-3.1 

0.5 

-4.5 

-0.5 

-6.0 

-14.0 

Stock  performance  based  on  six  key  investor  yardsticks 

Company  size 

Volatility2 

P/E  multiple 

Dividend  yield 

Growth  profile3 

Share  price 

Percent  change 

large 

small 

high 

low 

over  25 

under  5 

over  7.5% 

none 

high 

low 

over  $40 

under  $4 

in  last  4  weeks 

1.3 

-3.0 

-2.9 

0.6 

-3.0 

0.5 

1.4 

-2.7 

-3.2 

1.2 

0.9 

-3.1 

in  last  52  weeks 

-1.4 

-8.0 

-15.1 

10.0 

-19.5 

6.3 

6.9 

-12.8 

-12.2 

7.9 

2.7 

-16.4 

sed  on  sales. 

I  stock's  sensitivity  to  overall  market  movement.  High-volatility  issues  have  wide  price  fluctuations,  low-volatility  issues  ate  more  stable. 
Dtitative  evaluation  of  a  stock's  growth  image,  determined  by  Wilshire  Associates. 


:  All  data  for  periods  ending  1 1/23/84.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 
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Where  The  Action  Is 


Utilities  on  top.  All  Wilshire  sectors  lost  ground  during 
the  latest  two-week  stretch  except  for  the  utilities,  which 
registered  a  0.6%  gain.  Utility  stocks  also  showed  the  best 
four-week  performance,  with  a  2.3%  rise.  Declining  inter- 
est rates  and  poor  performance  of  many  industrial  issues 
are,  once  again,  attracting  investors  to  the  safe  and  attrac- 
tive yields  offered  by  many  utility  shares. 


Over  the  last  two  weeks  only  one  other  Wilshire  sector, 
consumer  nondurables,  fared  better  than  the  overall  mar- 
ket. While  the  broadly  based  Wilshire  index  lost  0.7%, 
consumer  nondurables  declined  by  only  0.4%.  Energy 
shares  paced  the  Wilshire  with  a  0.7%  loss,  while  capital 
goods  showed  the  poorest  performance  with  a  1.7%  drop 
in  value. 


Percent  change  in  last  52  weeks  •O-O-  Percent  change  in  last  two  weeks 
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Consumer  durables 
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Consumer  nondurables  and  services 
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Raw  materials 
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What  The  Analysts  Think 


Falling  1985  estimates.  With  third-quarter  figures  on  the 
books,  security  analysts  are  making  slight — and  mostly 
downward — revisions  in  1984  earnings  estimates.  But  the 


cuts  in  1985  estimates  are  running  much  deeper.  Fo 
example,  in  four  weeks  the  forecasts  for  The  Forbes  501 
have  been  cut  from  an  average  of  $4.58  to  $4.47  a  share. 


Forecasting  the  Forbes  500 


Performance 
period 


Average 

earnings  per 

share 


P/E 


latest  12  months 

1984  estimates 

1985  estimates 


$3.11 
3.91 

4.47 


10.8 
9.3 
7.6 


Rank  based  on 
change  in  estimate 

Sector 

Estimated  1984 
EPS 

%  change  in  1984  estimate 
in  2  weeks         in  4  weeks 

1 

Utilities 

$3.54 

-0.23% 

-0.39% 

2 

Capital  goods 

2.75 

-0.75 

-1.42 

3 

Transportation 

2.46 

-0.91 

-1.04 

4 

Energy 

2.61 

-0.95 

-1.62 

5 

Finance 

3.25 

-0.96 

-1.03 

6 

Consumer  non-durables 

2.63 

-1.2* 

-1.74 

7 

Raw  materials 

2.58 

-1.36 

-1.76 

8 

Consumer  durables 

3.39 

-1.43 

-1.36 

9 

Technology 

2.55 

-1.45 

-1.86 

Earnings  projections  are  equal-weighted  consensus  estimates  from  over  1,800  security  analysts.  Forecasts  for  the  9  Wilshire  sectors  are  limited  to  firms  with  3  or  more  estimat* 
with  a  mean  estimate  greater  than  $0.50.  Data  are  compiled  and  updated  weekly  by  Zacks  Investment  Research,  a  Chicago-based  quantitative  consulting  firm. 


Note:  All  data  for  periods  ending  11/23/84.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif.;  Zacks  Investment  Research,  Inc.,  Chicago,  111. 
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j      Because  they're  already  built-in  The  80, 1 32- 

S?JnE«  ?hnter  The  9"'nch'  hi9h-resolution 
I      2   P   ,y;Jheres  even  a  built-m  360K  disk 
I     dnve.  Which  all  make  the  Sr  Partner  a  com 
tm  P'ete  computer  as  is. 

comnJhiP^06'  'S  'BM  hardware  and  software 
compatible  so  you  can  run  popular  business  oro 

grams  immediately  The  software  bundle  cur- 
rently offered  with  the  Sr.  Partner  is  WordStar 

"I      yfnnc  Po,S'Graph'    F,le-    Report,' 

|      MS-DOS  2.11  and  GW  BASIC  * 

And  with  its  256K  internal  memory 

I      expandable  to  512K,  the  Sr  Partner 

f      can  run  the  new  integrated  software 

,nQi  „  J-i     BV'!t^nsalso  include  expansion  sfots 

JKmontornnrf f  l/0  POrtS'  There's  e^en  a  builHn 
J  monitor  port  so  you  can  take  advantaqp  of  the 
■■  ■  ■  'artner  s  color  and  graphics  capability.         9 

hafeT^SrS93^8  °f  St0ra9e'  Ch00se  the  new 
Both  the  Sr.  Partner  and  the  hard  disk  Sr  Partner  come 

with  an  exceptional  Panasonic  warranty-  *  ' 
hor  the  dealers  nearest  you,  call:  201-c392-4261   ThP 

Panasonic  Sr.  Partner.  No  peripherals  needed   It  ma  es 

the  competition  look  like  Jr.  Executives 


80/132-Column  Printer 


Panasonic 

Industrial  Company 


9-Inch  High-Resolution  Display 


Optional  10-Megabyte  Hard  Disk  or 
Optional  Second  360K  Disk  Drive 


rfSSSSs^saS3,gs?. 


Streetwalker 


A  Pickens'  ruse? 

Good  generals  and  good  boxers  work 
the  same  way.  First,  a  feint,  then  a 
body  blow  where  least  expected. 
Smart  observers  suspect  this  is  what 
Boone  Pickens  may  plan. 

The  Mesa  Petroleum  chairman 
talks  freely  with  the  press  about  re- 
structuring (meaning  dismembering) 
the  oil  industry.  Rumors  swirl  around 
names  like  Mobil,  Unocal,  Phillips, 
U.S.  Steel  (for  Marathon  Oil).  Does 
Pickens  encourage  the  rumors  that  oil 
is  his  target?  And  are  the  rumors  a 
feint?  Could  be.  Pickens  knows  well 
the  advantage  of  surprise.  If  he  is 
merely  feinting  at  oil,  where  will  he 
strike? 

Probably  at  some  unsuspected  tar- 
get. With  all  the  takeover  money  that 
could  be  at  his  disposal,  few  targets 
are  too  big.  Meanwhile,  Pickens 
seems  to  be  having  a  good  time  scar- 
ing the  pants  off  everybody  in  the  oil 
industry,  while  the  arbs  and  camp  fol- 
lowers drool  at  the  prospect  of  joining 
Ole  Boone  at  the  kill.— Thomas  Jaffe 

More  than  a  name  change 

Calling  all  consumers.  In  February 
Black  &  Decker,  the  largest  U.S.  mak- 
er of  portable  power  tools,  will  kick 
off  a  $100  million  advertising  cam- 
paign. The  object  is  to  tell  everyone 
that  B&JD  now  owns  the  General  Elec- 
tric line  of  household  appliances. 

That  is  the  easy  part.  To  make  the 
$300  million  acquisition  work,  B&TJ 
will  have  to  consolidate  operations. 
Paul  Krasner  of  Dean  Witter  Reynolds 
thinks  the  Towson,  Md. -based  firm 
will  succeed,  which  makes  its  shares 
unusually  attractive  now.  B&.D, 
which  earned  $100  million  in  the  fis- 
cal year  that  ended  in  September,  on 
revenues  of  $1.5  billion,  is  already 
closing  GE  plants  in  Brazil  and  Cana- 
da. It  may  follow  in  Mexico  and  the 
U.S.  as  well. 

Per-share  earnings  were  $1.95  in 
1984,  and  this  restructuring  could 
boost  profits  by  25  cents.  On  the  prod- 
uct side,  B&.D  intends  to  apply  its 
familiar  cordless  technology  to  premi- 
um-priced household  devices.  Krasner 
also  expects  the  company  to  intro- 
duce the  GE  line  in  Europe,  where 
B&D  has  a  strong  brand  name. 

What  with  all  the  changes,  he  looks 
for  earnings  to  be  up  20%  next  year  to 
$2.35  a  share.  At  its  present  price  of 
close  to  23,  B&.D  sells  for  roughly  10 
times  his  fiscal  1985  estimate.  Should 
there  be  a  recession,  Krasner  says  the 


shares  could  drop  to  17.  But  consider 
this:  In  the  past,  B&D  has  sold  at  P/Es 
of  13  or  14  on  the  expectation  of  gains 
like  the  one  Krasner  is  predicting. 
With  a  decent  market,  then,  he  thinks 
the  price  could  rise  to  30  some  time 
next  year. — T.J. 

Scouting  the  tall  timber 

Champion  International's  takeover  of 
St.  Regis  Corp.  has  produced  the  na- 
tion's largest  forest  products  com- 
pany. But  Wall  Street  isn't  impressed. 
Champion  shares  are  lumbering  at  20, 
some  50%  off  their  12-month  high. 

How  come?  Well,  the  $1.8  billion 
takeover  has  boosted  Champion's 
debt-to-capital  ratio  to  55% .  And  Kid- 
der,  Peabody's   Chad  Brown   thinks 


Champion  s  fixed  assets 
King  of  the  forest  now. 


Champion  could  easily  become  an- 
other International  Paper — unwieldy 
and  with  unrealized  potential. 

But  others  are  more  optimistic,  and 
with  roughly  90  million  postdeal 
Champion  shares  trading  at  8  times 
estimated  1984  earnings,  their  case  is 
worth  considering.  The  bulls  focus 
first  on  the  trouble:  Per-share  earn- 
ings of  $  1 .22  last  year  were  lower  than 
when  Chairman  Andrew  Sigler  took 
over  in  1974.  As  a  result,  they  think 
Sigler  will  now  make  some  bold 
moves  to  reverse  the  slide. 

If  Sigler  couples  St.  Regis'  first-class 
coated  paper  operation  with  Champi- 
on's excellent  uncoated  paper  prod- 
ucts, he  will  run  the  only  company 
with  a  full  line  of  white  paper  prod- 
ucts. Sigler  says  he  wants  to  bring  his 
debt-to-capital  ratio  back  to  below 
35%,  which  means  asset-stripping. 
Selling  Champion's  unbleached  paper 
business  could  fetch  $800  million. 

That  would  bolster  the  balance 
sheet  beautifully,  says  one  optimist. 


It  would  also  add  at  least  50  cents  to 
earnings  per  share  next  year — boost- 
ing earnings  to  $3.50.  Champion 
shares  now  sell  for  6  times  estimated 
1985  earnings,  but  if  Sigler  can  realize 
the  potential.  .  .  .—Lisa  Gubernick 

Don't  chase  'em 

The  most  recent  quarterly  earnings 
statement  from  Chicago-based  Foote, 
Cone  &.  Belding  warned  of  budget  cut- 
backs. And  if  this  is  happening  at  the 
sixth-largest  U.S.  advertising  agency, 
says  analyst  Alan  Gottesman  of  L.F. 
Rothschild,  Unterberg,  Towbin,  it's 
not  unreasonable  to  assume  that  oth- 
er Madison  Avenue  biggies  are  also 
feeling  the  pinch. 

Gottesman's  advice:  Don't  put  new 
money  into  these  stocks.  Fortunately 
for  him,  the  three  agencies  he  has 
been  recommending  have  all  risen 
sharply  since  1982.  FCB  is  up  80%; 
BBDO  International  and  Ogilvy  & 
Mather  each  have  more  than  doubled 
and  are  near  their  12-month  highs. 

Even  though  Gottesman  admits 
that  "budget-trimming  isn't  the  end 
of  the  world,"  at  these  prices  he 
thinks  the  ad  agencies  are  especially 
vulnerable  to  disappointing  earnings 
reports.  Also,  these  are  thin  stocks,  so 
a  wave  of  selling  could  hit  them  hard. 

But  what  if  there  aren't  any  such 
letdowns?  Gottesman  is  sticking  to 
his  guns.  "A  dollar  of  earnings  per 
share  from  an  Ogilvy  is  worth  50% 
more  in  the  market  than  it  was  two 
years  ago,"  he  says.  "For  the  moment, 
then,  I  don't  look  for  any  further  mul- 
tiple expansion.  That  means  if  there's 
good  news,  investors  will  say,  'Fine, 
just  what  we  expected,'  and  leave  it  at 
that.  Point  is,  don't  get  yourself  too 
hepped  up  right  now." — T.J. 

Aloha? 

Lots  of  investors  have  been  forced  to 
detour  recently  by  IU  International. 
Since  July  1983  its  shares  have  fallen 
by  nearly  50%,  to  a  recent  low  of  15 'A. 
The  trouble,  in  a  word,  is  trucking.  It 
accounts  for  half  the  Wilmington,  ' ' 
Del. -based  conglomerate's  $2.1  bil- 
lion in  sales,  and  margins  are  dismal.' ;  j 
Pessimist^  even  worry  about  the  safe- 
ty of  the  $1.20  annual  dividend. 

But  when  Dan  Cashman  of  Phila 
delphia's  Cashman,  Farrell  &  Asso 
ciates  thinks  of  IU,  he  sees  palm  trees 
not  interstate  highways.  The  firm's  C 
Brewer  subsidiary  is  one  of  the  larges  I 
landowners  in  Hawaii,  with  mor< 
than  95,000  acres  on  the  four  mos 
populated  islands.  The  acreage  is  cai 
ried  on  the  books  at  about  40  cents 
share.  Cashman  says  the  real  figure  i  I 
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more  like  $16  per  share. 

There's  more.  Cashman  estimates 
that  other  IU  assets  (from  scrap  metal 
recycling  facilities  and  a  food  distri- 
bution business  to  a  telephone  operat- 
ing service  in  Canada)  bring  the  com- 
pany's breakup  value  to  around  $30  a 
share.  This  doesn't  count  trucking 
With  all  its  troubles,  IU  is  still  the 
largest  U.S.  motor  carrier. 

No  wonder  Cashman 's  firm  has 
scooped  up  more  than  1  million  of 
IU's  27  million  shares.  The  attraction 
here  isn't  earnings— even  Cashman 
doesn't  expect  more  than  $1.80  a 
share  next  year,  an  improvement  over 
this  year  but  not  much  better  than 
1983's  $1.70.  Instead,  IU  bulls  expect 
it  will  spin  off  Brewer  in  a  move  simi- 
lar to  its  1983  divestiture  of  Echo  Bay 
Mines  (Forbes,  July  16). 

All  this  makes  IU,  which  currently 
trades  at  around  $16,  clearly  a  stock  to 
watch.  Especially  if  a  dividend  cut 
pushes  the  price  of  its  shares  down 
even  more.— Matthew  Schifrin 


Tied  up  in  knots 

Baltimore's  Arundel  Corp.  gets  annu- 
al revenues  of  $60  million  from  con- 
struction materials  and  real  estate 
Profits  have  been  erratic,  often  miser- 
able. During  the  last  four  quarters  for 
instance,  Arundel  earned  80  cents  a 
share  vs.  $2.12  for  the  previous  period 
So    how    come    Arundel    sells    at 

Ar/uUnd  21'  rouSh]y  26  times  earnings? 
"Vhy  are  its  shares  up  over  100%  this 
'ear?  Because  some  investors  think 
Vrundel  is  worth  lots  more  than  its 
;»ook  value  of  $15.61  per  share 

The  lure  is  4,000  acres  of  land 
:ialt— primarily  in  Maryland— is  up 
or  development  or  sale.  The  rest  in 
;ther  mid-Atlantic  states,  holds  con- 
itruction  materials  reserves.  In  addi- 
on,  Arundel  has  $6  million  in  tax- 
|>ss  carryforwards  and  another  $2  2 
fullion  in  ITCs. 

I  Two  groups  of  outsiders  want  to 
!  organize  to  maximize  value-  Cali- 
irnia  investors  led  by  Pilara  Asso- 
jates  and  Phoenix  Management 
:orp.,  a  Maryland  advisory  firm.  To- 
cher they  own  about  24%  of  Arun- 
;ls  nearly  2.1  million  shares 
Looks  promising?  Sure,  but  some- 
■ie  else  has  also  been  buying— Chair- 
an  Henry  Knott.  Result:  The  Knott 
'nily  and  other  insiders  now  own 
out  45%  of  Arundel.  That  means 
thing's  going  to  happen  soon  unless 

Knott  approves.  With  nearly  70% 

the  already  thin  float  tied  up,  any 

5A   selling   by   those   not   patient 

PUgn  to   wait    could   send   prices 

Unsharply.  Take  care.— T.J 
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Volvo  is  a  group  with  a  widespread 

INDUSTRIAL    OPERATION.    THE    TURN 
OVER  IN  THE  FIRST  SIX  MONTHS  OF  1984 
IS  MADE  UP  AS  FOLLOWS: 


CARS 


37.0% 

18.7% 


TRUCKS  AND  BUSES__ ,8>7% 

CONSTRUCTION  EQUIPMENT 

(LOADERS,  DUMPERS)____ 2.9% 

MARINE  AND  INDUSTRIAL  ENGINES_  2.7% 

AIRCRAFT  ENGINES 
(HYDRAULICS)___ ,>2% 

ENERGY  (OIL-TRADING,  PROSPECTING 
FOR  OIL  AND  GAS) _________  3lQ% 

FOOD  (PROCESSED  MEAT,  FISH 
VEGETABLES,  BEVERAGES)_J_____  5.3o/o 

MISC- ZZ  l.2o/o 

VOLVO 


In  Paris 


i,^  n  f  L^       §   ^  d,SC°^r  °ne  °f  the  WorId's  8reat  dassic  ho^ls, 

just  off  the  famous  Champs  Elysees.  Government  ministers  give  official 

dinners  here.  General  Eisenhower  made  it  his  headquarters 

The  George  V  is  a  treasure  chest  of  fine  art,  tapestries,  sculptures- 

and  of  Trusthouse  Forte  hospitality. 

Trusthouse  Forte  Hotels  ® 


in 


Statistical  Spotlight 


Ifs  a  changing  world,  but  some  hoary 
investing  concepts  still  seem  valid. 


Ben  Graham 
lives 


By  Leslie  Pittel 


Shortly  after  Ben  Graham,  the 
grandfather  of  value-oriented 
investing,  died  in  1976,  Forbes 
interviewed  James  Buchanan  Rea.  He 
worked  with  Graham  during  his  final 
years  and  now  runs  the  Rea-Graham 


Fund  in  Los  Angeles.  At  the  time,  Rea 
helped  Forbes  develop  ten  Graham- 
type  criteria  for  investor  guidance. 

To  test  the  effectiveness  of  Gra- 
ham's approach,  Henry  Oppenheimer, 
who  teaches  at  Texas  Christian  Uni- 
versity, studied  the  performance  of 
stocks    chosen    according    to    these 


methods.  In  the  current  issue  of  Fi- 
nancial Analysts  Journal,  he  reveals  his 
results:  From  1974  to  1981,  NYSE  and 
Amex  companies  that  met  the  Ben 
Graham  criteria  outperformed  their 
counterparts  in  terms  of  total  return 
by  better  than  IVx-to-l.  Stocks  that 
met  the  Graham-Rea  tests  posted 
gains  of  38%,  vs.  14%. 

This  being  so,  it  is  worth  reviewing 
the  Graham-Rea  rules.  One  of  them 
seldom  applies  today.  It  recommends 
buying  any  profitable  company  with  a 
market  price  that  is  less  than  its  net 
current  assets  per  share,  which  Rea 
defines  as  current  assets  less  total 
debt.  Such  investments  are  the  mar- 
ket's diamonds  in  the  rough — and  ap- 
pear just  as  rarely. 

The  second  set  of  criteria  has 
broader  applicability.  Rea  looks  for 
stocks  that  pass  one  of  three  tests. 
The  earnings  yield  (per-share  income 
as  a  percentage  of  price)  must  be  at 
least  twice  the  current  AAA  bond 
rate.  The  dividend  yield  must  be  at  I 
least  two-thirds  the  AAA  bond  yield. 
Or  share  price  must  be  no  more  than 
two-thirds  the  tangible  book  value. 


Old-fashioned  bargains? 


In  today's  market  only  a  handful  of  stocks  appear  to  be 
fundamentally  undervalued  according  to  the  strictest 


of  criteria  established  by  Benjamin  Graham  and  James 
Rea.  These  20  issues  meet  those  tests. 


-Price- 


Company/business 


52-week 
high-low 


Latest 
— 12  months — 
EPS  P/E 


Tangible 
book 
value 


Price/ 
book 


Debt/ 
equity 


Yield 


•  Alba-Waldensian/apparel,  textiles 


14%-  6% 


$1.25 


5.6 


$12.54 


0.56 


0.5 


2.9% 


•  Barco  of  California/apparel 


3% 


5%-  3>/« 


0.13 


29.8 


5.79 


0.67 


0.3 


•  Elgin  National  Inds/engineering,  watches 


13% 


19%- 11% 


.10 


12.4 


18.32 


0.74 


0.8 


5.9 


First  Wisconsin/bank  holding 


20  i/s 


24%- 16 


3.39 


5.9 


36.17 


0.56 


15.6 


6.0 


•  Gordon  Jewelry /retail  jewelry 


14% 


22%-13% 


2.33 


6.3 


21.55 


0.68 


0.5 


3.3 


Houston  Inds/electric  utility 


21'/s 


22%- 17% 


3.78 


5.6 


23.99 


0.88 


1.9 


11.7 


Illinois  Power/electric  &.  gas  utility 


22% 


23%- 17% 


3.99 


5.7 


23.23 


0.98 


1.9 


11.6 


Kansas  City  Power  &  Light/electric  utility 


19'/4 


21%-14'/4 


4.52 


4.4 


24.18 


0.82 


2.0 


11.9 


Kansas  Gas  &  Electric/electric  utility 


16% 


21!/8-12'/2 


3.25 


5.2 


20.19 


0.84 


1.6 


14.0  < 


Long  Island  Lighting/electric  &  gas  utility 


8'/4 


14%-  3% 


3.02 


2.7 


20.04 


0.41 


1.9 


•  Mission  West  Prop/real  estate 


9'/s-  7 


0.74 


10.8 


10.82 


0.74 


0.1 


New  York  State  E  &  G/electric  &  gas  utility      20% 


21  3/4- 14% 


3.62 


5.7 


23.60 


0.87 


1.7 


11.9 


Niagara  Mohawk  Power/elec  &  gas  utility  16% 


18    -12 


3.00 


5.6 


19.19 


0.87 


1.7 


11.9 


•  Olla  Industries/ladies'  handbags 


19% 


22%- 16% 


.69 


11.7 


26.20 


0.75 


0.1 


Philadelphia  Electric/electric  &  gas  utility         14% 


16%-  9 


2.61 


5.5  (7        18.02   ' 


0.80 


2.0 


15.3  & 


Portland  General  Electric/electric  utility 


16% 


17%-13 


3.46 


4.8 


18.77 


0.88 


2.0 


.1.0 


Public  Service  Indiana/electric  utility 


7% 


19%-  7% 


3.13 


2.5  •        27.60 


0.29 


1.9 


12.7 


•  Republic  Auto  Parts/auto  parts  distributor 


7% 


11     -    7% 


0.47 


16.8 


10.68 


0.74 


0.8 


Rochester  Gas  &  Electric/elec  &.  gas  utility       18'/s 


18%- 12% 


3.55 


5.1 


23.01 


0.79 


1.7 


•  Wm  E  Wright/home  sewing  accessories 


9% 


ll'/g-  8% 


0.88 


10.4 


13.45 


0.68 


0.3 


•  These  slocks  meet  the  net  current  asset  criteria. 
(Net  current  assets  =  current  assets  -  total  debt.) 


Sources:  James  Buchanan  Rea,  Inc , 
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Christopher  Casler 


Value-oriented  investor  James  Rea 
Walking  in  Ben  Graham's  footsteps. 

But  Rea  adds  a  caveat.  For  industri- 
als, debt  should  not  exceed  tangible 
equity.  For  others,  debt-to-equity  ra- 
tios should  be  no  higher  than  the  cur- 
rent industry  averages. 

Even  shopping  for  stocks  this  way 
doesn't  produce  many  buys  at  the  mo- 
ment. With  the  AAA  bond  yield  over 
12%,  stocks  with  the  required  earn- 
ings and  dividend  yields  are  hard  to 
fand  Based  on  the  12%  AAA  bond 
yield,  the  earnings  yield  must  be  at 
least  24%.  Expressed  in  reciprocal 
iorm,  that  is  equivalent  to  a  price/ 
earnings  ratio  of  less  than  4.2. 

What  kinds  of  stocks  meet  these 
tests  today?  Some  banks.  Also  utili- 
ties. Rea  isn't  concerned  with  the  nu- 
clear hoo-ha.  "We're  not  going  back  to 
fossil  fuels,"  he  says. 

Banks?  Rea  argues  that  foreign  debt 
problems  are  under  control  and  that 
the  government  simply  cannot  allow 
,ma)or  lenders  to  collapse.  "It  won't  be 
:long  before  people  will  start  asking 
.themselves  why  they  didn't  get  into 
these  stocks  when  they  were  so 
cheap,"  he  says. 
The  table  lists  20  stocks  that  meet 
tfaham  and  Rea's  criteria.  Those 
marked  with  bullets  sell  below  their 
let  current  asset  value.  The  others 
nostly  utilities,  make  the  list  by 
neeting  the  second  set  of  criteria 
^one  sells  for  more  than  tangible 
>ook  value,  and  all  have  positive  earn- 
ngs  over  the  latest  12  months. 

Will  all  these  be  winners?  Only  a 
ool  would  claim  that.  So  Rea  recom- 
mends a  broad  list.  "Diversity  is  more 
mportant  than  in-depth  research  "  he 
includes,  "because  even  with'  the 
lest  research,  you  still  don't  know  for 
ure  what  a  firm  will  earn  "  ■ 
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TORECAST "  LnELD°M  F°LL°WS  ™E  STANDARD 
OUR  STRAT^rv ?/OLVO  ^  AN  EXCELLE*T  EXAMPLE. 
2  a  £  !IRATEGY  HA°  T°  BE  LONG-TERM.  OUR  ACTIONS 
HAD  TO  BE  DECISIVE  AND  CONSISTENT  THAT  WAS  THE 
BASIS  EOR  OUR  SUCCESS  IN  VOLVO'S  MOST  ,MPOR 
TANT  BUSINESS  AREA,  AND  THE  SAME  DEClLvENESS 
IS  GUIDING  OUR  OPERATIONS  IN  THE  ENERGY  HELD 

™EVETcc^nEHAC,f^IS,ONS  ™AT  WE  TOOK  ™R'^ 

THE  SECOND  HALF  OF  THE  1970s.  AND  THE  SUBSTAN 
TIAL  INVESTMENTS  WE  HAVE  MADE  SINCE  THEN   I  A, D 
THE   FOUNDATION   FOR  THE   FAVOURABLE   DEVELOP- 
MENT IN  EARNINGS  IN  VOLVO  CARS  IN  .983 

Many  years  earlier,  in  the  beginning  of  the 

1970s,  WE  TOOK  EQUALLY  IMPORTANT  STRATEGIC 
DECISIONS  FOR  OUR  TRUCK  OPERATIONS  THESE 
EFFORTS  PAID  OFF  FIVE  YEARS  LATER.  IN  A  SITuItION 
WHEN  THE  PROSPECTS  FOR  OUR  CAR  OPERATIONS 
APPEARED  LESS  FAVOURABLE.  WE  MAY  CONCLUDF 
THEREFORE,  THAT  PERSISTENCE  AND  CONSISTENCY 
ARE  IMPORTANT  ELEMENTS  IN  INDUSTRIAL  GROWTH 

wi^Ys™^0*0*^0  OPERA™N  proves 

WITH  STABLE  EARNING  CAPACITY. 

VOLVO 

PEHRG.GYLLENHAMMAR 

CE.O.  VOLVO 


On  ,h    ,T5li  , ,bervi,,e  bc^ins  where  most  others  end 

n*  iK  r      T         f  'tS  handsome  lobby-  Restaurant  Le  Jardin  and 
Cafe  Portofino  offer  comfort  and  style  to  its  guests.  And  some  magnificent 
views.  And  from  there  on  up.  450  luxurious  guestrooms  and  su.tes 
soar  up  from  a  great  beginning 

Trusthouse  Forte  Hotels  §> 

for  reservations    •.«■,.  ,,.,.^  i 1 .,  ^"^ 


MMSKSKrciffay?  asfts  ,ir  ^  t*23-5672  ---W 

°rK       -v'  '-»»0-268-976l  in  Canada;  416-363-6033  in  Toronto. 
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World  What  ? 


Most  international  publications  are  prepared  by  western 
journalists  for  a  mostly  western  audience  and  reflect  a 
western  point  of  view.  There  is  one,  however,  that  goes  a  step 
further  to  be  in  tune  with  the  times.  It  has  an  editorial  board  of  top 
writers  around  the  world  who  are  native  to  the  regions 
about  which  they  write,  and  who  thus  provide  fresh 
perspectives  on  matters  of  worldwide  concern.  It's  aimed 
at  a  worldwide  audience  too.  Now  five  years  old,  it  appears  monthly  as 
a  special  section  in  18  national  newspapers  and  magazines  in  countries 

ranging  from  Egypt  to  Argentina  to  Japan,  and  in  different 
language  editions  as  well.  It  sports  the  largest  circulation  c< 
any  international  news  publication  in  Latin  America,  and 
one  of  the  largest  in  East  Asia  and  the  Middle  East.  It's  making  its  mar' 
with  corporate  advertisers— including  AT&T,  Pan  Am, 
Xerox,  OPIC,  Hertz  and  American  Express  in  1984. 

68%  of  readers  surveyed  say  they 
"save  it  for  reference." 


WorldPaper 


a  focus  of  international  opinion 


For  advertising  or  subscription  information,  please  contact: 
WorldPaper,  44  Kilby  Street,  Boston  MA  02109,  USA,  Tel:  (617)  720-0525,  Telex:  6817273 


Our  lakeland  paradise  awaits 


our  own  vacation  land  on  the  fabulous  Lake  of  the  Ozarks 
i  Central  Missouri.  Right  in  the  heartland  of  America 
way  from  cities,  noise,  pollution  and  the  rat-race  of  the 
orkaday  world.  We  call  it  Forbes  Lake  of  the  Ozarks 
oout  12,800  acres  of  scenic  paradise.  Not  for  everybody 
lit  maybe  for  you. 

|  The  Ozarks  region,  which  dominates  most  of  southern 
lissoun,  has  long  been  lost  in  the  legends  of  the  Osage 
idians.  Now  that  the  magnificent  Truman  Lake  has  been 
ppleted,  it's  merely  a  matter  of  time  before  the  beauty  of 
|s  spectacular  recreational  area  attracts  vacationers  and 
!:ttlers  from.every  corner  of  the  continent. 
If  yours  is  a  family  of  water-sports  lovers— swimming 
;ating,  fishing,  water-skiing— it's  hard  to  imagine  a  more 
irfect  setting  for  you.  Forbes  Lake  of  the  Ozarks  is  nestled 
the  headwaters  of  the  big  Lake.  Here  it  almost  kisses 
iman  Lake  on  the  west,  then  winds  eastward  through 
fnds ;  of  hickory  and  oak  for  over  90  miles  to  the  bustling 
!b  of  the  summer  resort  area  at  Bagnell  Dam. 
i-orbes  Inc.,  publishers  of  Forbes  Magazine,  through  its 
iosidiary,  Sangre  de  Cristo  Ranches  Inc.,  is  offering  the 
)3ortunity  of  a  lifetime  for  you  to  acquire  one  or  more 
jtes  of  our  choice  Missouri  land  among  the  breathtaking 
jlls  n'  hollers"  country  of  the  Lake  of  the  Ozarks. 
orbes'  private  park  is  the  ideal  place  to  build  a  second 
|w !  ■  •  •  that  special  place  where  you  may  now  or  one 
I  choose  to  retire.  Here  among  the  friendly,  down-home 


you 


folks  who  have  made  Missouri  famous  for  its  hospitality 
These  are  salt-of-the-earth  people  who  are  pleased  to 
welcome  good  neighbors  to  their  easygoing  way  of  life. 

There's  no  better  time  than  right  now  to  find  out  if 
Forbes  Lake  of  the  Ozarks  is  the  place  for  you.  All  our 
homesites,  including  lake  front  and  lake  view,  will  be  a 
minimum  size  of  one  acre— ranging  to  over  three  acres 
Cash  prices  start  at  $6,000.*  One  or  more  acres  of  this 
incredibly  beautiful  lakeland  can  be  yours  for  the  modest 
payment  of  $60  per  month,  with  easy  credit  terms  avail- 
able. 

For  complete  information,  including  pictures,  maps  and 
full  details  on  our  liberal  money-back  and  exchange  privi- 
leges, please  fill  in  the  coupon  and  mail  to:  Forbes  Lake  of 
the  Ozarks,  Box  157,  Warsaw,  Missouri  65355. 

'Prices  subject  to  change  without  notice. 


Forbes  Lake  of  the  Ozarks 

Box  157,  Warsaw,  MO  65355 

Without  obligation,  please  send  me  more 
information  on  Forbes  Lake  of  the  Ozarks. 


PLEASE  PRINT 


Name 

Address- 


City/State/Zip 
Telephone  _ 


Preference:    □  $6,000    □  $7,500    □  Higher 


Jiin 


the  Property  Report  required  by  Federal  law  and  read  it  before  sieniny  anything  No  Federal  agenrvh^iMHopH  thorns,       i     •*         c . 


The  Funds 


GNMA  funds  offer  an  attractive  compro- 
mise between  safety  and  yield.  Drawbacks, 
fees  and  commissions — and  taxes. 

Ginnie  Mae 
comes  to  town 


By  Laura  R.  Walbert 


Want  a  federally  guaranteed 
bond  that  yields  more  than 
Treasurys?  Try  a  Ginnie 
Mae — trade  lingo  for  mortgage- 
backed  securities  guaranteed  by  the 
Government  National  Mortgage  As- 
sociation (GNMA).  Currently  yield- 
ing more  than  12%,  Ginnie  Mae  pools 
offer  higher  yields  than  are  available 
on  U.S.  Treasury  securities,  with 
scarcely  any  greater  credit  risk.  Al- 
though the  government  does  not  guar- 
antee the  Ginnie  Mae  itself,  it  guaran- 
tees the  home  mortgages  in  each  Gin- 
nie Mae  pool. 

It's  no  surprise,  then,  that  mutual 
fund  marketers  have  introduced  a 
batch  of  funds  using  Gin- 
nie Maes.  Pilgrim,  Lexing- 
ton, Vanguard  and  Frank- 
lin all  offer  pure  Ginnie 
Mae  funds.  Since  the  be- 
ginning of  the  year,  Dean 
Witter,  Merrill  Lynch, 
Kemper  and  Putnam  have 
introduced  U.S.  govern- 
ment securities  funds  that 
mix  Treasury  issues  with 
their  Ginnie  Maes. 

The  funds'  low  mini- 
mum investment,  typical- 
ly $1,000,  opens  Ginnie 
Maes  to  investors  who 
can't  ante  the  $25,000 
minimum  required  for  di- 
rect purchase.  They  also 
do  the  work  of  optimizing 
selection  of  Ginnie  Maes, 
which  is  a  complicated 
process  involving  simula- 
tions of  different  interest 
rates  and  homeowner  re- 
payment habits. 


By  investing  in  a  mutual  fund,  the 
investor  avoids  the  administrative 
hassle  of  monthly  Ginnie  Mae  pay- 
ments, which  mix  interest  and  princi- 
pal in  varying  amounts.  Says  Jeremy 
Duffield,  vice  president  of  product  de- 
velopment at  Vanguard,  "If  you  buy 
Ginnie  Maes  in  $25,000  units,  you  get 
little  chunks  of  principal  coming  back 
every  month  at  an  uncertain  rate,  and 
what  are  you  going  to  do  with  those? 
You  can't  reinvest  those  little  bits 
of  money  in  Ginnie  Maes,  so  what 
you  really  have  is  a  self-liquidating 
investment." 

Now  for  the  drawbacks  of  the 
funds.  First,  Ginnie  Mae  buyers  face 
the  same  lopsided  bet  on  interest  rates 
that   any   fixed-rate   home-mortgage 


Chas  B  Slackm. 
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lender  does.  Although  the  average  life 
of  a  Ginnie  Mae  mortgage  is  12  years, 
it  varies  depending  on  interest  rates.  If 
interest  rates  shoot  up,  homeowners 
tend  to  hang  on  to  their  cheap  mort- 
gages and  the  Ginnie  Mae  falls  in  val- 
ue. If  interest  rates  fall,  homeowners 
with  fixed-rate  mortgages  are  likely  to 
move  or  refinance,  accelerating  the 
maturity  of  the  mortgage  pool.  That 
makes  it  impossible  for  Ginnie  Mae 
investors  to  lock  in  a  prolonged, 
above-market  yield.  To  some  extent, 
this  prepayment  risk  can  be  avoided 
by  buying  Ginnie  Mae  pools  of  8% 
mortgages  instead  of  16%.  But  the 
risk  can  never  be  totally  eliminated. 
The  fact  that  Treasury  securities  gen- 
erally don't  have  such  lopsided  terms 
explains  away  much  of  the  apparent 
yield  advantage  in  Ginnie  Maes. 

Next,  fees.  Merrill  Lynch  charges  a 
load  fee  of  up  to  6.75%.  Putnam 
charges  4.75%,  and  Franklin  4%.  In 
addition,  Ginnie  Mae  funds,  includ- 
ing no-load  ones,  may  cost  1  %  or  so  in 
annual  fees. 

Of  course,  there  are  other  options 
besides  straight  Ginnie  Mae  funds. 
An  investor  can  buy  Ginnie  Maes 
through  a  unit  trust,  paying  only  0.2% 
or  so  in  service  fees.  But  unit  trusts 
have  no  active  management.  The 
trust  simply  holds  the  selected  pools 
until  liquidation,  regardless  of  inter- 
est rate  changes.  Also,  they  are  virtu- 
ally all  load  funds. 

It's  also  possible  to  buy  Ginnie 
Maes  in  combination  with  other  se- 
curities. The  new  Alliance  Mortgage 
Securities  Income  Fund, 
for  example,  invests  in 
nonguaranteed  Fannie 
Maes,  Freddie  Macs  and 
private  mortgage  pools  as 
well  as  in  Ginnie  Maes. 
Other  government- 

backed    securities    funds 
buy  some  Treasury  issues. 
However,  unless  the  in- 
vestor is  a  nontaxable  in- 
stitution,   an    individual 
who  pays  negligible  taxes, 
or  someone  who  worries 
,  about  the  next  WPPSS  de- 
fault, a  tax-exempt  mutu- 
al fund  is  probably  a  better 
bet  than  a  GNMA  fund. 
You  can  generally  get  9% 
free  from  federal  taxes  on 
^  J  such  a  fund.  For  a  person 

even  in  a  30%  marginal 
bracket,  that's  a  bettei 
take-home  yield  than 
12%  from  a  GNMA 
fund.  ■ 


FORBES,  DECEMBER  17,  1984 


In  the  photographs  you  see 
iere,  two  cars  were  travelling 
30m.p.h. 

Over  a  test  track  slippery  as  ice. 

The  only  difference  was,  one 
:ar  was  eguipped  with  a  remark- 
ible  new  anti-lock  brake  system, 
developed  by  Alfred  Teves,  a 
ubsidiary  of  ITT. 

It,  obviously,  wasn't  the  car  on 
Dp.  When  that  driver  applied 
is  brakes,  the  wheels  locked. 

The  car  began  to  skid— and 
le  driver  lost  control. 


When  the  driver  in  the 
bottom  car  applied  his  brakes,  a 
built-in  computer  sensed  the  road 
beneath  the  wheels  was  slippery. 

It  automatically  "pumped"  the 
brakes.  Faster  than  any  human 
driver  could. 

There  was  no  skidding.  No 
loss  of  control. 

In  fact,  even  if  the  car  were 
being  steered  around  a  curve,  it 
could  be  braked  without  skidding. 

This  unigue  ITT  Teves  brake  " 
control  system  will  begin  appear- 
ing in  cars  this  year. 

Meantime,  it's  a  good  example 


of  the  kinds  of  business  activities 
that  ITT  is  concentrating  on 
these  days. 

They're  businesses  where  we 
can  apply  new  technology  in 
imaginative  and  promising  direc- 
tions—and  at  top  speed. 

For  current  news  about  ITT 
Corporation,  phone  toll  free 
1-800-DIAL-ITT  for  a  continu- 
ously updated  message. 


ITT 


©  1984  ITT  Corporation,  320  Park  Avenue,  New  York,  New  York  10022 
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Today's 
investment  climate 

canthnow 

anyone's  portfolio 

outorbalance. 


The  best  way  to  profit  from  today's 
confused  investment  climate  may  well  be 
to  forget  your  old  strategies  altogether. 

Merrill  Lynch  feels  that,  unlikely  as 
it  may  seem,  the  past  is  not  about  to 
repeat  itself. 

For  the  first  time  in  memory,  we 
could  well  be  investing  in  a  climate  of 
long-term  disinflation  that  would  signifi- 
cantly change  the  relative  attractiveness  of 
different  kinds  of  assets. 

Bonds— those  once-conservative 
investments— pos.e  unusually  attractive 
opportunities  for  aggressive  investors. 

So  do  certain  stocks— most  likely  the 
ones  you're  least  likely  to  think  of  as 
growth  stocks. 

"Real"  assets,  such  as  diamonds  and 
oil  wells,  may  have  worn  out  their  potential 
for  rapid  appreciation. 

Any  Account  Executive  of  Merrill 
Lynch,  Pierce,  Fenner  &  Smith  Inc.  can 
give  you  the  sound  advice  you  need  to 
understand  these  changes,  and  to  fine- 
tune  the  balance  of  your  own  portfolio. 

And  read  our  new  research  report, 
"Opportunities  in  Financial  Assets:  How  to 
Maximize  Your  Total  Return." 

For  your  free  copy,  talk  to  a  Merrill 
Lynch  Account  Executive,  or  call  this 
toll-free  number  Monday  through  Friday 
from  8:30  a.m.  to  midnight  Eastern  time: 

800-MERRILL  •  EXT  -9321 


It's 

no  time: 
to  go  it 

alone. 


Merrill  Lynch 

A  breed  apart. 


)  1984  Merrill  Lynch,  Pierce,  Fenner  &  Smith  Inc.  Published  in  U.S.A.  Ail  rights  reserved.  Member  SIPC. 


Holders  of  tax-free  municipal  bonds 
are  worrying  too  much,   I  think 
about  the  effect  that  a  lower  income 
tax  rate  would  have  on  their  securi- 
ties. I  probably  contributed  to  the 
worry  in  my  last  column  when  I 
talked  about  how  a  flat  tax  might 
impact  muni  bond  prices.  I  did  not 
mean  to  suggest,  however,  that  peo- 
ple who  hold  the  bonds  should  sell 
them  or  that  people  who  do  not  own 
them  should  put  off  buying  them 
For  all  the  speculation  that  the  next 
Congress  will  go  for  a  flat  tax  on 
income,    which    would   make    the 
present  tax-exempt  feature  of  mu- 
nicipal bond  interest  less  valuable 
the  spread  between  municipals  and 
taxable  bonds  is  already  so  narrow 
that  it  takes  into  account  the  worst 
1985  tax  assumptions. 

Granted,  tax-frees  have  been  un- 
der pressure  this  year.  The  heavy 
calendar  of  new  issues  is  largely  to 
blame.  This  heavy  calendar  is  chief- 
ly the  result  of  new  limits,  effective 
in  1985,  imposed  by  Congress  to 
curb  misusers   of  the   tax-exempt 
borrowing     privilege-particularly 
those  who  will  use  the  proceeds  for 
essentially  private   purposes.    The 
October  volume  of  tax-exempt  of- 
ferings  totaled   $11    billion,    more 
than  $1  billion  above  the  previous 
monthly  record.  November  started 
at  the  same  torrid  pace. 


Capital  Markets 


There  are  problems  aplenty  in  the  mu- 
nicipal bond  market,  but  today's  yields 
already  reflect  them  all.  y 

DON'T  SELL 


Demand  has  been  unable  to  keep 
pace  with  so  large  a  supply.  Banks 
and  nre  and  casualty  insurance  com- 
panies have  been  out  of  this  market 
tor  some  time.  Individuals,  who 
have  previously  taken  up  the  slack 
are  not  able  to  absorb  $11  billion  a 
month.  Organizers  of  unit  trusts  and 
tax-free  bond  mutual  funds  are  sell- 
ing shares  as  fast  as  they  can,  but  not 
fast  enough  to  soak  up  the  issues 
pouring  on  the  market. 

The  result  is  that  high-grade 
long-term  municipals  yield  10% 
Treasury  issues  11.6%.  This  is  an 
extraordinarily  small  gap,  consider- 
ing the  value  of  the  tax  exemption 
to  almost  all  taxpayers.  A  compari- 
son of  yield  curves  is  even  more 
startling.  The  yield  curve  for  Trea- 
sury bonds  (and  other  taxable  secur- 
ities) is  relatively  flat— from  9  6% 
for  1-year  bills  to  11.6%  for  30-year 
bonds.  Over  the  same  span,  tax- 
frees  leap  from  5.9%  to  10%. 

r.iA.rt7Ur  L-  Schwarz,  president  of 
Ehrhch-Bober  Advisors,  a  manager 
of  large  portfolios  specializing  in 
municipal  bonds,  thinks  that  this 
downdnft  in  prices  will  continue 
temporarily  if  a  modified  flat  tax  is 
adopted  early  next  year.  Then  he 
sees  a  potential  for  price  improve- 
ment, because  the  new  supply  will 
have  eased  up.  He  looks  for  interest 
rates  in  general  to  rise  next  year,  but 
thinks  there  are  enough  pluses  for 
mums  to  counteract  at  least  some  of 
the  effect  of  higher  rates.  I  agree 
with  him  about  munis  but,  as  my 
readers  know,   disagree  with  him 
about  interest  rates  in  general. 

Smaller  investors  deciding  to  get 
into  tax-frees  are  better  off  buying 
unit  trusts  and  mutual  funds  than 
building  their  own  portfolios.  They 
will  be  sacrificing  at  least  1%  in 
yield— the  funds  help  themselves  to 
rich  management  fees— but  the 
funds  offer  liquidity.  You  can  get 


Ben    Weberman    is    economics   editor   of 
torbes  magazine 


MONEY  &  INVESTMENTS 

your  money  out  almost  overnight  at 
market  value.  A  holder  of  $5  000 
worth  of  high-quality  bonds  would 
have  a  hard  time  getting  a  good 
price  if  he  had  to  sell  this  odd  lot 

For  substantial  investors,  says 
Schwarz,  tax-exempt  bonds  may 
turn  out  to  be  the  only  game  in 
town.  Should  Congress  enact  a  flat 
tax  with  low  rates  and  few  deduc- 
tions, he  reasons,  oil  drilling  real 
estate  and  other  tax  shelters  may  be 
wiped  out  But  interest  on  state  and 
local  bonds  would  still  be  exempt 
and,  therefore,  a  better  after-tax  bar- 
gain than  most  other  investments 

Schwarz  thinks  long-term  munis 
are    particularly    attractive    now 
Among  the  issues  he  likes,  especial- 
ly for  New  York  residents,  are  the 
New  York  State  Medical  Care  Fa- 
cilities Finance  Agency,  Montefiore 
Medical    Center,    FHA-guaranteed, 
lU/o    mortgage    bonds    due    2009 
These  are  rated  AA  because  of  the 
government  backing  of  the  mort- 
gage. "An  individual  would  have  to 
be  in  a  10%   bracket  or  lower  for 
them  to  be  worth  less  than  30-year 
Treasurys  paying  1 1.6%,"  he  says 

Noting  all  the  nervousness  in  the 
tax-free  market,    Schwarz   expects 
some    of    the    more    sophisticated 
players  to  play  safe  by  swapping 
long-term  tax-frees  for  shorter  ma- 
turities.   Schwarz    doesn't    recom- 
mend it.  He  looks  at  it  this  way-  A 
high-quality,    4-year    FHA-insured 
1  uerto  Rican  Housing  Bank  and  Fi- 
nance Agency  bond  such  as  the  7V2s 
of  1988  sells  at  100.  Most  of  the  3- 
to-5-year    maturities    are    in    the 
7'/2%-8%  range.  Hold  the  30-year 
bond  for  4  years  and  receive  10% 
interest.  Hold  the  4-year  bond  and 
you  get  only  7Vi%  a  year.  Over  a  4- 
year  period,    that   adds   up   to    10 
points  without  compounding.  Any 
possibly  higher  risk  is  more  than 
offset  by  the  much  higher  yield. 

In  other  words,  4  years  from  now 
you  could  sell  the  10%  long-term 
bond  at  90  and  reinvest  the  pro- 
ceeds in  a  26-year  bond  and  come 
out  even  despite  losing  10  points 
on   the  sale.   Furthermore,   if  you 
sell  the  long-term  bond  and  take  a 
10-pomt  loss,  you  get  another  sav- 
ing  by   deducting   that   loss   from 
income.    Uncle   Sam  wouldn't   be 
sharing  in  the  income  but  would 
be  sharing  in  the  capital  loss.  As- 
suming, of  course,  that  those  tax 
rules  aren't  changed.  ■ 
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By  Susan  Lee 


The  Big  Portfolios 


Most  money  runners  feel  scant  regret  as 
they  say  good-bye  to  1984.  1985?  It  has  to 
be  better,  which  is  why  most  of  them  are 
doing  at  least  some . . . 

CHRISTMAS 
SHOPPING 


vors  American  Greetings,  "a  card 
company  benefiting  from  consolida- 
tion in  a  fragmented  industry,"  and 
Philip  Morris,  "a  good,  steady  unit 
grower." 

Both  Duncan  and  Loudon  have 
jumped  on  the  interest-rate-sensi- 
tive, low-inflation  bandwagon. 
Duncan  is  hot  for  life  insurance 
companies,  arguing  that  "there  is  a 
revolution  going  on  in  terms  of  the 
types  of  products  offered."  He  men- 
tions American  National  Insurance 
in  Texas  and  Jefferson-Pilot  in 
North  Carolina  because  of  their 
success  in  selling  high-growth,  vari- 
able-rate products.  He  is  also  up  for 
S&Ls,  favoring  Western  Savings  & 
Loan  in  Phoenix  and  Home  Federal 
in  San  Diego. 

Utilities  are  considered  beneficia- 
ries of  lower  interest  rates  because 
they  compete  with  bonds  for  the 
investor  dollar,  and  of  lower  infla- 
tion rates  because  they  mean  less 
cost  escalation  and  fewer  trips  to 
the  rate  commission.  For  these  rea- 
sons, Scudder's  Loudon  likes  Duke 
Power  and  Central  &  South  West. 
He  also  likes  Heinz  and  Quaker 
Oats:  two  good-quality  food  stocks, 
which  he  thinks  deserve  higher 
valuation  because  of  low  inflation. 

Most  of  Loudon's  other  picks  are 
diversified  throughout  the  spec- 
trum. Times  Mirror,  for  example. 
According  to  Loudon,  it  has  been 
under  pressure  because  of  the  rising 
price  of  newsprint.  But,  over  the 
long  term,  he  feels  that  its  strong 
franchise  and  tremendous  cash  flow 
make  it  a  festive  Christmas  pick. 

In  the  reshuffling  department, 
Duncan  and  Loudon  have  moved 
out  of  most  energy,  basic  industry 
and  high  tech  for  this  Christmas 
season.  Duncan  has  already  cashed 
in  the  high-tech  issues  he  favored 
only  a  few  months  ago:  Intergraph, 
Network  Systems  and  Avant-Garde 
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I've  got  good  news  for  you:  If  you're 
confused  and  depressed  about  the 
stock  market,  you  are  in  good  com- 
pany. Take  this  big  money  runner  I 
talk  with  frequently.  The  man  is 
normally  cool,  confident.  He  has  to 
be;  he  runs  a  couple  of  billion  dol- 
lars. But  he  wasn't  cool  and  confi- 
dent when  I  talked  with  him  recent- 
ly. Listen: 

"This  is  a  bad  time  to  be  in  print. 
The  market  looks  amazingly  chop- 
py. All  the  institutional  managers 
are  realigning  their  portfolios,  play- 
ing tag  in  the  strong  areas.  It's  just 
fierce.  And  my  clients  are  so  ner- 
vous. I  don't  know  whether  I  am 
positive  or  negative.  .  .  ." 

His  momentary  loss  of  bearings  is 
understandable.  It  has  been  that 
kind  of  market  most  of  the  year.  But 
he  speaks  of  realigning,  and  there  is 
plenty  of  that  going  on. 

Take  William  (Bo)  Duncan  at  the 
Pacific  Century  Group  and  Douglas 
Loudon  at  Scudder,  Stevens  &. 
Clark.  Both  are  fully  invested  but 
are  doing  some  tidy  shifting. 

Duncan  concedes  he  doesn't  have 
a  clear  fix  on  the  economy,  so  he  has 
selected  some  stocks  that  he  thinks 
will  do  well  regardless  of  what  hap- 
pens to  the  economy.  He  likes  alter- 
native health  care  companies  such 
as  Manor  Care  and  Mediplex,  both 
nursing  home  operators.  He  also  fa- 

Susan  Lee  is  a  senior  editor  of  Forbes 
magazine 


Computing,  for  example.  Loudon  is 
hanging  on  to  a  select  few:  Northern 
Telecom  and,  in  energy,  Murphy 
Oil,  which  he  says  could  have  a 
"major  exploration  hit." 

What  with  the  general  mood  of 
uncertainty,  there  are  plenty  of 
Scrooges  around,  still  clutching 
hefty  hunks  of  cash — from  around 
20%  at  M.D.  Sass  Investors  and  Citi- 
corp, up  to  50%  for  the  Grinches  at 
Waddell  &.  Reed,  Inc.  But  even  they 
are  doing  some  buying  and  some 
shuffling.  Defense  stocks  are  popu- 
lar. According  to  Hugh  Lamle  at 
M.D.  Sass,  "The  negative  psycholo- 
gy stemming  from  budget-cutting 
could  make  these  stocks  very 
cheap."  Lamle  mentions  Lockheed 
while  Ben  Korschot  at  Waddell  & 
Reed  favors  United  Technologies 
and  General  Dynamics.  Fran  Bovich 
at  Citicorp  Investment  Management 
likes  Martin  Marietta. 

Sass'  Lamle  has  gathered  a  bunch 
of  companies  that  appear  on  his 
firm's  buyout  watch  screens:  pipe- 
line companies  such  as  Midcon,  Pio- 
neer and  Questar.  "They  have  good 
cash  flows,  are  selling  at  a  discount 
to  their  break-up  value, "  says  Lamle. 

Betting  on  a  continued  decline  in 
interest  rates — supposedly  good  for 
banks — Korschot  likes  regional 
banks  without  farm,  energy  or  LDC 
loan  problems,  and  some  utilities 
with  nuclear  exposure. 

Note  that  few  of  these  money 
managers  waited  for  the  cessation 
of  tax-loss  selling  before  doing  their 
buying.  The  market  performed  so 
poorly  in  the  first  half  of  1984  that 
gains  to  be  offset  will  be  scarce. 
Lamle  thinks  investors  probably  bit 
the  bullet  a  little  early  this  year. 
And  Korschot  says,  "If  there  is  tax 
selling,  most  often  it  goes  from  one 
stock  to  another — you  take  a  loss  in 
J.C.  Penney  and  switch  to  Sears." 

The  stock  market  is  a  scant  re- 
specter of  calendars,  but  most  of  the 
money  runners  I  regularly  talk  with 
will  be  happy  when  1984  is  history. 
It  was  a  year  when  deficits  looked 
too  large,  economic  growth  too  fast 
and  then1  too  slow,  and  corporate 
profits  too  slim.  Next  year?  Remem- 
ber that  most  professional  money 
movers  are  bulls  at  heart.  Even  the 
confused  money  runner  I  quoted  at 
the  start  of  this  column  sees  cheer. 
"There  will  be  lots  of  bargains  in  a 
while,"  he  says,  "especially  after 
this  silly  season  ends."  ■ 
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CALIFORNIA 
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long  stem 
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to  your  door  overnight 
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$3495 

Satisfaction  guaranteed 
Credit  card  orders  only 


ROSELAND 


.EXPRESS 


\1-800~772-7272, 


UTILITIES 
COMPANY 


COMMON  STOCK  DIVIDEND 

The  Board  of  Directors  has  de- 
clared a  regular  quarterly  divi- 
dend of  59  cents  per  share  on  the 
common  stock  of  the  Company, 
payable  January  2,  1985,  to  share- 
holders of  record  at  the  close  of 
business  December  3,  1984. 

PETER  B.  TINKHAM 
Secretory 
Dallas,  Texas 
November  16,  1984 


Principal  Subsidiaries: 

TEXAS  UTILITIES  ELECTRIC  COMPANY 

Divisions 

Dallas  Power  &  Light  Company 

Texas  Electric  Service  Company 

Texas  Power  &  Light  Company 

Texas  Utilities  Generating  Company 

TEXAS  UTILITIES  FUEL  COMPANY 

TEXAS  UTILITIES  MINING  COMPANY 

TEXAS  UTILITIES  SERVICES  INC.  ' 


Sharing 


is 


Caring 


**• 

.,  N.Y  Times 


RISTORANTE 

ITALIANO 

LUNCH  &  DINNER 

Amer.  Express  & 

Diners  Club 

251  E.  53rd  Street 

(Bet.  2nd&  3rd  Aves.) 

NYC  753-8450-1 


By  David  Dreman 


The  Contrarian 


Here  are  some  pointers  on  how  to  tell  the 
difference  between  a  stock  that  is  a  bar- 
gain and  one  that  deserves  to  be  cheap. 

THE  ZERO  ZERO 
ZERO  ZERO  RULE 


copper,  other  base  metals  and  farm 
equipment  (to  name  some  of  the 
industries  whose  price  performance 
has  ranged  from  poor  to  awful). 

The  other  side  of  the  same  equa- 
tion is  important  in  finding  poten- 
tial winners.  If  a  company  has  aJjo^ 
P/E  and  above-average  earnings 
growth  for  both  the  past  five  and  ten 
years  (and  this  growth  is  accompa- 
nied by  a  good  rate  of  dividend  in- 
crease), you  may  well  have  found  a 
prime  low-P/E  candidate — a  first- 
rate  company  temporarily  out  of  fa- 
vor. Two  good  examples  are  the 
drug  and  hospital  supply  industries. 

Let's  start  with  the  drugs.  Back  in 
the  days  of  the  two-tier  market,  a 
number  were  among  the  most  sa- 
cred of  sacred  cows,  trading  as  high 
as  50  times  earnings.  Because  of 
greater  use  of  generics,  and  cutbacks 
in  Medicare  and  Medicaid,  multi- 
ples shrank  enormously.  Take  Eli 
Lilly  (62),  whose  growth  has  slowed 
in  recent  years,  from  15%  annually 
to  12% .  How  has  the  market  reacted 
to  this  change?  With  sheer  panic. 
Lilly's  P/E  multiple  has  declined 
88%  from  its  high,  with  about  40% 
of  the  drop  occurring  in  the  last  few 
years.  Now  at  a  P/E  of  9  and  yielding 
5.1%,  Lilly  looks  undervalued. 

The  identical  situation  applies  to 
another  former  market  favorite,  the 
hospital  supply  industry.  Faced 
with  bogeymen  similar  to  the 
drugs',  the  industry's  growth  has 
slowed  and  P/Es  have  contracted 
sharply.  A  good  company  to  look  at 
in  this  atea  is  American  Hospital  Sup- 
ply (29),  one  of  the  nation's  largest 
manufacturers  and  distributors  of 
health  care  products.  The  stock 
trades  at  a  P/E  of  9  and  yields  3.8%. 

A  final  important  rule  is  to  know 
your  analyst.  Wall  Street  research- 
ers like  nothing  better  than  nice, 
even  growth  rates  at  a  well-above- 
average   clip.   The   prices   of  such 


Do  you  have  to  buy  buggy-whip 
stocks — companies  whose  best 
years  were  in  Eisenhower's  time — 
to  be  a  contrarian?  My  answer  is  a 
definite  no.  Along  with  the  sleepy 
relics,  many  growing  companies 
sport  low  P/Es,  but  you  have  to 
know  what  to  look  for. 

What  I  call  the  "four-zero  rule"  is 
one  of  the  best  guides  I  have  found 
for  sorting  out  wheat  from  chaff.  To 
start  with,  look  at  the  annual 
growth  and  dividend  rates  for  the 
past  five-  and  ten-year  periods.  If  the 
company  has  shown  no  earnings 
growth  over  both  periods  (mark  one 
zero  for  each),  you  can  be  pretty 
certain  it  has  problems.  If  earnings 
have  gone  south,  the  odds  are  even 
better  that  it  has  problems. 

Apply  the  same  criteria  to  the  an- 
nual rate  of  dividend  increase  over 
the  same  two  periods.  If  the  rate  is 
low,  or  if  the  dividend  has  declined 
(mark  the  second  two  zeros),  watch 
out.  If  the  score  then  reads  zero, 
zero,  zero,  zero  on  both  five-  and 
ten-year  earnings  and  dividend 
growth,  you  probably  are  looking  at 
a  sick  or  even  terminally  ill  dog. 

This  test  has  proved  useful  in  the 
current  recovery  for  keeping  out  of 
such  problematical  groups  as  air- 
lines,   machinery,    machine    tools, 

David  Dreman  is  managing  director  of 
Dreman  &  Embry,  Investment  Counsel,  New 

York,  and  author  of  The  New  Contrarian 
Investment  Strategy. 
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companies,  particularly  if  the  con- 
cepts are  exciting,  range  from  high 
to  astronomical. 

But,  as  I  have  noted  often,  both 
experience  and  statistical  evidence 
show  that  only  a  few  companies, 
out  of  the  thousands  with  such  rec- 
ords, will  continue  to  have  steady 
growth  for  long.  When  disappoint- 
ments occur,  the  P/Es  do  a  Humpty- 
Dumpty  and,  like  poor  Humpty,  are 
never  put  together  again. 

However,  what  most  analysts 
don't  spend  time  searching  out  is 
cyclical  growth,  although  there  is 
plenty  of  it  around.  Many  industries 
have  highly  volatile  earnings,  but 
over  a  five-  or  ten-year  period  their 
earnings  move  up  sharply.  Many  ex- 
perts, who  want  tidily  packaged, 
year-to-year  increases,  turn  up  their 
noses  at  such  volatile  growth.  If 
these  increases  are  not  produced, 
the  companies  are  priced  at  low 
P/Es,  although  in  many  cases  the 
cyclical  earnings  move  up  as  much 
as,  and  at  times  more  than,  those  of 
their  high-P/E  counterparts. 

A  good  example  is  found  in  the 
insurance  stocks.  The  industry  has 
always  been  feast  or  famine,  al- 
though the  feasts  are  both  longer 
lasting  and  increasingly  lavish. 
Though  earnings  swing  widely  from 
peak  to  trough,  each  cyclical  peak 
since  World  War  II  has  seen  earn- 
ings advances  of  70%  to  100% 
above  that  of  the  last.  Today  the 
major  insurance  companies  are  flat 
on  their  backs.  Even  so,  because  of 
their  earnings  growth,  prices  and 
dividends  are  more  than  double 
what  they  were  six  or  seven  years 
back.  With  the  likelihood  of  an  im- 
proving cycle,  earnings  and  divi- 
dends should  move  up  sharply  over 
the  next  few  years. 

One  company  I  would  look  at  is 
Travelers  (35),  a  major  property,  ca- 
sualty and  health  insurer.  Travelers 
is  one  of  the  few  multiline  insurers 
that  should  show  only  a  nominal 
decline  in  earnings  this  year,  with  a 
possible  20%  -plus  gain  in  1985.  It 
trades  at  a  P/E  of  9  and  yields  5.9%. 

So  there  you  have  it.  You  don't 
have  to  pay  high  multiples  for 
strong,  growing  companies.  Often 
they  are  sitting  on  the  bargain 
counter  because  they  are  currently 
out  of  vogue.  The  earnings  and  divi- 
dend rules  given  above  can  be  help- 
ful in  finding  first-rate  companies  at 
fire-sale  prices.  ■ 
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High  yields,  tax  free. 


The  T.  Rowe  Price  Tax-Exempt  Money  Fund 

This  Fund  lets  you  keep  all  of  your  money  market  earnings,  instead  of 
sharing  them  with  the  Federal  government.*  And,  as  a  consistent  top 
performer  among  all  comparable  money  funds,**  the  higher  yields  of 
our  Tax-Exempt  Money  Fund  can  put  you  even  further  ahead. 
For  the  Fund's  current  yield,  call  1-800-638-1016. 

T.RoweJ^icejK. 

Invest  With  Confidence  *^ElBk 


Mail  to: 

T.  Rowe  Price,  100  E.  Pratt  St.,  Baltimore,  MD  21202 
Please  send  me  the  Fund's  prospectus  with  more 
complete  information,  including  management  fee 
and  other  charges  and  expenses.  I  will  read  it 
carefully  before  I  invest  or  send  money. 
Also  send  me  a  free  information  kit  for: 
□  IRA    D  Keogh 


Invest  in  the  future 
of  America* 

The  kids  of  today  are  the  doc- 
tors, the  engineers,  the  journal 
ists,  the  scientists,  the  teachers 
of  tomorrow. 

Only  with  your 
help  can  they  be 
assured  of  a  first- 
rate  college  educa- 
tion because  today 
colleges  are  having 

a  hard  time  coping  with  the  high  costs 
of  learning. 

Rising  costs  and  less  government 
funding  are  threatening  to  lower 
the  quality  of  higher  education  and 
reduce  the  number  of  well-qualified 
college  graduates. 

Invest  in  the  future  of  America 
And  watch  your  investment 
grow. 

Give  to  the  college  of  your  choiceT 
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Stock  Trends 


Corporations  and  consumers  are  better 
off  this  Christmas  than  a  year  ago,  but  for 
stockholders,  it  has  been  a  mixed  bag. 

VISIONS  OF 
SUGARPLUMS? 


been  two  years  since  the  money 
fund  total  was  anywhere  near  this 
high,  and  before  year-end  further 
records  will  likely  be  set.  But  what 
goes  in  will  come  out — rather  soon- 
er than  later,  I  think.  And  when  it 
does,  well,  see  my  Dec.  3  column. 

As  for  all  this  talk  of  recession — 
humbug.  Don't  let  the  gloomy  GNP 
grinches  steal  your  Christmas — or 
the  next  eight  quarters,  for  that 
matter.  Sure,  the  economy  is  slow- 
ing. It  had  to  or  we  would  be  eye- 
ball-to-eyeball with  sharply  rising 
inflation.  The  Fed  has  done  a  world- 
class  job  of  managing  the  money 
supply  lately,  and  my  only  fear  is 
that  Mr.  Volcker  will  quit  while 
he's  ahead.  If  he  does,  I  hope  it's  to 
run  for  President.  That's  one  quick 
way  to  add  500  points  to  the  DJI. 

Are  corporations  better  off  this 
Christmas  than  they  were  a  year 
ago?  Most  are,  particularly  insofar  as 
their  balance  sheets  are  concerned. 
In  fact,  an  increasing  number  are 
able  to  finance  all  or  nearly  all  of 
their  capital  expenditures  out  of 
cash  flow.  Year-to-year  sales  and 
earnings  are  up,  except  for  some  oil- 
patch  relateds,  assorted  high-techs 
and  a  smattering  of  companies  af- 
fected each  year  by  acts  of  God  and 
the  mismanagement  of  man. 

Are  consumers  better  off  Christ- 
mas 1984  than  Christmas  1983? 
More  yeas  than  nays  here,  too.  More 
people  working.  More  hours 
worked.  More  money  to  save — and 
spend.  Dimming  are  the  grisly 
memories  of  the  days  of  rapid  infla- 
tion, when  consumers  ran  to  buy 
today  to  avoid  tomorrow's  higher 
prices.  Prices  now  have  even  been 
known  to  fall — that  of  gasoline,  for 
example.  Should  December  retail 
sales  come  in  below  expectations, 
don't  panic.  Chances  are,  the  smart 
holiday  shoppers  are  lying  in  wait 
for  the  January  markdowns. 


MONEY  &  INVESTMENTS 


I,  in  my  kerchief,  am  settling  down 
for  a  long  winter's  nap  as  Santa's 
helpers  struggle  with  the  deficit  and 
a  sackful  of  unfinished  first-term 
business  and  second-term  promises. 
Before  it's  over,  I  expect  the  jolly  old 
elf  himself  to  prime-time  it  more 
than  once  and  to  successfully  cajole 
the  public  into  pressuring  its  elect- 
ed representatives  into  passing  a  bi- 
partisan tax  reform/increase/reduc- 
tion package.  The  rich  and  the  poor 
both  know  there  are  naughty-not- 
nice  excesses  at  each  end  of  the 
spectrum.  More  important,  the  all- 
mighty  middle  class  stands  ready  to 
make  its  sacrifices  in  the  name  of 
flag  and  country,  once  it  sees  it  is 
not  alone.  The  end  result  will  be  a 
fiscal  stocking  full  of  somewhat 
smaller  holes,  which  should  be 
enough  to  keep  the  economy  warm 
during  1985  and  probably  through 
the  1986  elections. 

Once  all  the  clatter  subsides,  in- 
vestors would  do  well  to  focus  on 
the  $215-plus  billion  stashed  away 
in  money  market  funds,  which  have 
grown  steadily  since  early  Septem- 
ber. "When  in  doubt,  sit  it  out"  ap- 
pears to  be  the  current  motto  of  the 
many  institutions  and  individuals 
behind  this  awesome  wad,  which 
contains  hundreds  of  millions  ear- 
marked for  stock  purchase.  It  has 

Ann  C.  Brown  is  chief  executive  officer  of  the 
equity  advisory  and  portfolio  management 
firm  of  AC.  Broun  &  Associates 


Are  stockholders  better  off?  This 
one's  a  toughie,  but  my  guess  is 
probably  not,  unless  they  were 
lucky  enough  to  catch  a  leveraged 
buyout,  an  acquisition  or  a  merger 
or  two.  In  the  remaining  days  of 
1984,  the  DJI  will  have  to  produce  a 
couple  of  30-point-plus  days  just  to 
come  up  to  last  year's  1258.64  close. 
It  seems  the  traditional  weak  post- 
election year  came  12  months  early. 
Only  one  other  time  since  World 
War  II  has  the  market  gone  down  in 
the  year  preceding  an  election  (JFK, 
1960).  The  year  following,  the  mar- 
ket shot  up  20%.  If  history  repeats 
(which  it  sometimes  does),  this 
could  mean  1450  to  1475  on  the  DJI 
in  1985,  which  I  have  been  repeat- 
ing for  some  time  now. 

One  day  a  few  weeks  ago,  when 
the  DJI  tanked  1 8  points,  Ball  Corp. 
(44)  made  a  new  alltime  high. 
There's  a  message  in  that  kind  of 
performance,  and  the  message  is 
that  the  stock  is  headed  even  high- 
er. It  was  in  January  1980  when  I 
recommended  Ball  Corp.  at  a  split- 
adjusted  price  of  $11  per  share.  It's 
hard  to  believe  this  maker  of  cans 
and  glass  jars  has  quadrupled  in  less 
than  four  years.  Everything  contin- 
ues to  look  good  for  Ball  Corp., 
where  this  year's  earnings  are  esti- 
mated to  be  $4.10  per  share,  with 
$4.75  to  $4.90  possible  for  1985. 

Anheuser-Busch  (71)  is  one  of  Ball 
Corp.'s  biggest  customers  and  about 
the  only  brewmeister  not  plagued 
with  problems.  With  U.S.  beer  con- 
sumption in  a  decline,  the  company 
is  selling  more  Budweiser  than  ever 
before  and  adding  new  capacity.  No 
complaints  either  on  the  sales  of 
Michelob,  Natural  Light  or  on  what 
may  be  the  white  wine  of  the  beer 
industry — LA,  the  recently  intro- 
duced low-alcohol  suds.  For  1984 
Anheuser-Busch  is  estimated  to 
earn  $7.40  per  share.  For  1985,  $8.40 
or  more  looks  likely. 

Another  stock  that  has  hung  in 
there  near  its  high  is  Gannett  Co. 
(45),  publisher  of  over  100  newspa- 
pers throughout  the  country,  in  ad- 
dition to  USA  Today,  which  appears 
to  be  gaining  acceptance  as  the  first 
comprehensive  national  daily.  In 
spite  of  the  heavy  expenses  con- 
nected with  getting  USA  Today  es- 
tablished, Gannett  is  estimated  to 
earn  $2.80  per  share  for  1984,  up 
from  $2.26  last  year.  Next  year 
could  see  $3.40  or  more.  ■ 
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e  1984  NEW  YORK  FUTURES  EXCHANGE 


HOW  TO  SET  IH 

AND  OUTOFTHE 


NYSE  Stock  Index  Futures. 

If  you're  like  many  other  investors, 
you  probably  think  about  investing 
in  stocks  for  the  long-term,  on 
the  expectation  of  growth,  income 
or  both. 

But  in  a  volatile  market,  there 
are  short-term  trends  that  repre- 
sent opportunities,  as  well. 

Experienced  investors  with  a 
tolerance  for  risk  are  taking 
advantage  of  those  opportunities 
by  trading  NYSE  Stock  Index 
Futures. 

Consider  these  situations.  You 
expect  the  market  to  go  down 


temporarily  and  want  a  way  to 
protect  the  stocks  you  already 
own.  Or  you  believe  the  market  is 
ready  for  a  sudden  upswing,  but 
you  don't  have  the  time  to  select 
the  right  stocks. 

In  either-  case,  NYSE  Index 
Futures  may  be  the  fastest  and 
most  cost-efficient  way  for  you  to 
turn  your-  opinion  into  action. 

NYSE  Index  Futures  are 
highly-leveraged,  so  you  can  buy  a 
fairly  large  market  position  with 
a  relatively  small  amount  of  cap- 
ital. And  they  are  extremely  liquid, 
which  means  you  can  change 


positions  in  the  market  easily. 

Of  course,  leverage  and  re- 
sponsiveness have  their  price. 
NYSE  Index  Futures  can  result  in 
substantial  profits,  but  they  can 
also  result  in  substantial  losses. 
They  are  only  appropriate  for 
investors  who  understand  and 
can  afford  the  risks  involved. 

To  find  out  if  NYSE  Stock  In- 
dex Futures  should  be  part  of  your 
investment  strategy,  contact  your 
broker.  For  more  information,  call 
the  New  York  Futures  Exchange 
at  1-800-221-7722.  In  New  York, 
212-623-4949. 


New  York 
Futures  Exchange 


By  Srully  Blotnick 


Capital  Markets 


Financial  supermarkets?  If  they're  such 
a  great  idea,  how  come  grocery  shoppers 
are  deserting  the  food  supermarket  for 
the  vegetable  store  and  fish  merchant? 

MAKE  TWO  TRIPS 


By  the  same  token,  the  commer- 
cial banks  want  to  do  your  brokerage 
business.  Specifically,  they  want  the 
Glass-Steagall  Act  repealed.  It  pre- 
vents them  from  participating  as  un- 
derwriters in  common  stock  offer- 
ings. A  senior  official  at  a  New  York 
bank  told  me  that  an  awful  lot  of 
money  is  being  made  by  brokers  and, 
"We  sure  would  like  to  have  a  piece 
of  that  action." 

What  makes  this  business  so  at- 
tractive is  the  sheer  complexity  of 
the  financial  lives  of  people  with 
even  a  moderate  income.  Most  have 
a  checking  and  a  savings  account — 
and  a  money  market  fund,  too.  As 
home  buyers  they  require  mort- 
gages, often  large  ones.  Most  people 
finance  car  purchases  and  can't 
drive  without  insurance.  There  is 
clearly  room  for  consolidation 
among  these  services. 

However,  the*  consolidation  has 
proved  disappointingly  slow  to  po- 
tential supermarketers.  Banks  were 
confidently  predicting  the  demise  of 
money  funds  once  they  themselves 
could  offer  the  same  kinds  of  ac- 
counts at  comparable  rates,  but  it 
didn't  happen.  At  the  end  of  No- 
vember there  was  still  over  $215 
billion,  a  substantial  sum  by  any 
measure,  parked  in  money  funds. 

If  one-stop  financial  services  were 
really  the  wave  of  the  future,  this 
should  not  be.  Once  the  banks  were 
competitive,  the  money  marketers 
should  have  shriveled  and  died.  But 
they  are  going  strong.  Why?  A  grow- 
ing number  of  people  tell  me  that 
they  are  annoyed  at  the  high  fees 
banks  now  charge  for  everything 
from  checks  to  money  orders.  "And 
the  fees  will  be  rising  still  further  in 
the  next  two  years,"  an  executive  at 
one  of  the  largest  banks  recently 
told  me. 

These  rising  fees  have  made  peo- 
ple wary.  Many  customers,  particu- 
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Something  happened  on  the  way  to 
the  financial  supermarket:  Inves- 
tors decided  not  to  make  the  trip. 

In  the  past  four  years  I  have  been 
hearing  a  growing  number  of  execu- 
tives at  insurance  companies,  retail- 
ers, banks  and  stock  brokerage 
firms  tell  me  that  the  public  is  ready 
for  "one-stop  shopping"  for  all  its 
financial  needs.  Billions  have  been 
bet  on  this  phrase:  one-stop  shop- 
ping for  financial  services. 

The  phrase  certainly  has  its  ap- 
peal. Since  all  financial  services  es- 
sentially involve  paperwork,  why 
not  perform  it  at  a  single  location 
and  let  computers  do  the  rest?  The 
customer  then  need  deal  with  only 
one  supplier.  And  the  lucky  suppli- 
er gets  to  do  all  the  customer's  fi- 
nancial business — mortgage,  car  in- 
surance, investing,  banking. 

In  order  to  move  this  concept  a 
step  closer  to  reality,  each  corporate 
candidate  for  the  role  of  financial 
supermarketer  wants  to  make  just 
one  minor  change  in  existing  laws. 
Commercial  and  investment  bank- 
ing have  been  separated  since  the 
1930s,  thanks  to  abuses  that  came 
to  light  during  the  Depression.  Now 
brokerage  firms  argue  that  this  divi- 
sion is  dated  and  unnecessary. 

Dr  Srully  Blotnick  is  a  research  psychologist 

and  author  of  The  Corporate  Steeplechase: 
Predictable  Crises  in  a  Business  Career  and, 
just  published  by  McGraw-Hill,  Computers 
Made  (Ridiculous.lv)  Easy. 


larly  wealthy  ones,  are  therefore 
keeping  more  of  their  liquid  assets 
in  money  funds  than  they  otherwise 
would.  "Splitting  my  money  leaves 
me  more  in  control,"  said  one  mil- 
lionaire. "I'm  not  going  to  let  banks 
push  me  around  and  charge  what- 
ever they  like." 

In  short,  customers  don't  want  to 
be  dependent  on  any  one  supplier  of 
financial  services.  Even  if  all  the 
legal  obstacles  were  to  disappear  to- 
morrow, the  public  would  resist  the 
one-stop  concept. 

This  shouldn't  come  as  a  shock. 
The  same  thing  is  happening  in  re- 
tailing. In  New  York  City,  Korean- 
owned  fruit  and  vegetable  stores  are 
proliferating.  So  are  "gourmet" 
stores  selling  imported  chocolate, 
marzipan  and  coffee  beans.  Premi- 
um ice  cream  and  homemade  cook- 
ie stores  are  opening  in  every  major 
city  and  suburb.  I  could  go  on.  At 
local  bakeries  customers  line  up 
four  deep  to  buy  fresh — truly 
fresh — bread  and  rolls.  Not  so  long 
ago  this  kind  of  store  was  consid- 
ered doomed  by  the  supermarket. 

If  there  is  finally  to  be  consolida- 
tion in  the  field  of  financial  ser- 
vices, don't  be  surprised  if  the  retail- 
ing industry  turns  out  to  be  a  major 
beneficiary.  Retailers  figure  that 
they  are  the  best-positioned  of  all 
the  candidates  to  render  the  kind  of 
service  that  customers  really  want. 
"Think  about  it  for  a  moment,"  one 
retailing  executive  told  me.  "Where 
else  than  at  a  Sears  or  similar  de- 
partment store  can  you  go  and — 
while  you're  having  your  car  re- 
paired— play  the  stock  market?  It 
makes  a  lot  more  sense  for  us  to  add 
stock  brokerage  services  than  it 
does  for  Merrill  Lynch  to  start  re- 
pairing mufflers." 

As  for  handling  credit,  one  retail- 
er points  out:  "We're  used  to  financ- 
ing our  customers'  purchases  now. 
There  is  nothing  that  different 
about  financing  their  purchase  of  a 
home  from  us — and  the  furniture 
and  appliances  to  fill  it." 

Will  the  corporations  that  are 
pushing  to  be  the  nation's  first  fi- 
nancial supermarkets  learn  a  lesson 
from  what  is  happening  at  real  su- 
permarkets? Will  they  take  serious- 
ly the  challenge  from  the  retail  in- 
dustry? They  had  better.  Or  else  the 
one-stop  concept  will  turn  out  to  be 
a  giant  sinkhole  for  well-heeled  but 
deluded  corporations.  ■ 
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JUSTICE  FOR  ALL 


Our  civil  justice  system  is  in  serious  trouble. 

If  total  litigation  cost  exceeds  the  amount  of 
money  received  by  a  plaintiff,  something  is  very 
wrong.  If  an  injury  most  people  think  of  as  minor 
brings  a  higher  award  than  a  fatal  accident, 
nothing  makes  sense.  If  a  simple  lawsuit  takes 
years  to  resolve,  everybody  loses. 

Chief  Justice  Warren  E.  Burger  has  noted, 
"...there  has  been  a  slowly-all  too  slowly -develop- 
ing awareness  that  the  traditional  litigation  process 
has  become  too  cumbersome,  too  expensive,  and 
also  burdened  by  many  other  disadvantages!' 

Can  anything  be  done?  We  think  it  can. 

We  are  the  Insurance  Information  Institute, 
action  and  information  center  for  the  property  and 
casualty  insurance  industry. 

Our  member  companies  are  vitally  involved  in 
the  issue  of  civil  justice.  Their  efforts  to  keep  their 
customers'  insurance  prices  down  are  hindered  by 
high  legal  costs  and  unpredictable  court  awards. 

What  the  public  wants. 

We've  sponsored  a  Gallup  survey  to  determine  how 
people  feel  about  civil  justice  today. 

The  results  show  that  the  public  believes  con- 
siderable delays  occur  in  bringing  cases  to  trial. 
They  think  that  judges,  not  juries,  should  set  awards 
in  civil  lawsuits.  And  they  oppose  punitive  damages 
beyond  full  compensation  for  a  loss. 

Taking  positive  steps. 

To  do  something  about  these  problems,  our  indus- 
try has  joined  with  others  to  create  coalitions  of 
concerned  citizens -including  executives,  lawyers, 


manufacturers,  and  health  care  professionals. 
Working  together,  they  are  developing  new  solu- 
tions to  the  civil  justice  crisis.  In  state  after 
state,  their  ideas  are  being  translated  into  action. 

The  ideals  of  civil  justice  will  be  served  far 
better  by  courts  that  move  more  quickly,  cost 
taxpayers  less,  and  decide  awards  on  a  more 
consistent  basis. 

It's  in  the  interests  of  everyone. 

Our  new  report,  The  Civil  Justice  Crisis, 
examines  reforms  now  being  proposed.  It  tells 
how  you  can  get  involved.  We'd  like  you  to  have 
a  copy  free  of  charge. 


Insurance  Information  Institute 
110  William  Street 
New  York,  NY  10038 

Please  send  me  a  free  copy  of 
The  Civil  Justice  Crisis 
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Commodities 


The  Comex'  second  metals  option  lets 
speculators  look  for  big  profits  while 
exposing  themselves  to  limited  risks. 


AND  NOW  SILVER 


limited  to  the  premium  paid  for  the 
option,  regardless  of  what  happens 
to  the  price  of  the  underlying  future. 

Option  purchasers  who  fail  to  see 
the  advantages  of  option  short  sales 
have  neglected  to  take  probability 
into  account.  Although,  theoretical- 
ly, option  sellers  are  exposed  to  un- 
limited loss,  the  price  levels — those 
in  the  area  of  the  market  price  at  the 
time  the  option  trade  happened — 
that  have  the  greatest  probability  of 
occurrence  would  result  in  a  net 
gain  to  the  option  seller.  Or  in  prob- 
abilistic terms,  the  option  buyer  ac- 
cepts a  large  probability  of  a  small 
loss  in  exchange  for  a  small  prob- 
ability of  a  large  gain,  whereas  the 
option  seller  accepts  a  small  prob- 
ability of  a  large  loss  in  exchange  for 
a  large  probability  of  a  small  gain. 

Since  I  have  no  strong  opinion 
about  silver  prices  in  the  near  term, 
I  have  come  up  with  two  trades  that 
would  let  those  with  the  same  am- 
bivalence take  up  a  speculative  po- 
sition without  inordinate  risk.  The 
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Early  in  October  the  Commodity 
Exchange,  Inc.  began  to  trade  op- 
tions on  its  silver  futures  contract. 
This  is  the  second  options  contract 
that  the  Comex  now  deals  in;  it 
started  to  trade  gold  options  in  Oc- 
tober 1982.  The  silver  options  vehi- 
cle has  started  out  well,  with  option 
volume  averaging  about  10%  of  the 
trading  of  the  underlying  futures 
contract.  That  is  a  higher  volume  of 
trading  than  gold  options  experi- 
enced after  they  had  been  trading 
only  a  few  weeks. 

Remember  that  the  purchase  of  a 
call  option  on  a  futures  contract  pro- 
vides the  buyer  with  the  right,  but 
not  the  obligation,  to  purchase  the 
underlying  futures  contract  at  a  spe- 
cific price — called  the  strike  or  exer- 
cise price — at  any  time  up  to  the 
option's  expiration  date.  A  put  op- 
tion provides  the  buyer  with  the 
right,  but  not  the  obligation,  to  sell 
the  underlying  futures  contract  at 
the  strike  price  at  any  time  prior  to 
expiration.  The  price  of  an  option  is 
its  premium,  and,  in  the  case  of 
silver,  is  quoted  in  cents  per  ounce. 
A  silver  option  quoted  at  16.5  cents 
would  cost  $825,  since  there  are 
5,000  ounces  in  a  silver  contract. 

The  big  advantage  of  an  option 
over  a  futures  contract  is  that  the 
risk  for  the   purchaser  is  strictly 

Stanley  W  Angrist  is  a  commodity  specula- 
tor, consultant  and  longtime  observer  of  the 
commodity  markets. 


first  trade,  a  call  ratio  spread,  would 
be  for  those  who  are  mildly  bullish 
on  silver  prices.  It  involves  buying 
one  March  7.50  call  at  66  cents 
while  selling  two  March  8.00  calls 
at  38.5  cents  each,  for  a  net  credit  of 
11  cents,  or  $550  per  spread.  This 
spread  will  be  profitable  at  any  price 
below  $8.61  per  ounce,  achieving 
maximum  profitability  of  $3,050 
per  spread  at  $8  per  ounce. 

For  those  of  you  who  are  mildly 
bearish,  the  mirror  image  spread  of  a 
put  ratio  spread  could  be  put  on.  This 
would  involve  buying  a  March  8.00 
put  at  43  cents,  while  selling  two 
March  7.50  puts  at  22.5  cents  each, 
for  a  net  credit  for  the  spread  of 
2  cents,  or  $100.  This  spread  is  prof- 
itable for  any  price  from  $6.98  on 
up,  achieving  a  maximum  profit  of 
$2,600  at  $7.50  per  ounce. 

The  commission  charged  by  a  dis- 
count broker  would  range  between 
$20  and  $30  round-turn  per  option 
traded,  which  means,  in  the  case  of 
these  ratio  spreads,  a  transaction 
cost  of  between  $60  and  $90.  The 
net  out-of-pocket  cost  to  margin 
one  of  these  spreads  would  be 
around  $2,500.  Check  with  your 
broker  for  margining  details. 

If  you  have  no  feelings  one  way  or 
the  other  about  silver  prices,  you 
could  put  on  both  trades  and  enjoy  a 
profit  zone  that  extended  from  a 
price  of  $6.87  to  $8.63  per  ounce — 
that  is,  if  silver  settled  in  that  price 
range  on  the  second  Friday  in  Febru- 
ary, you  would  have  at  least  some 
profit,  ignoring  transaction  costs.  ■ 


Profitable  indifference 


The  chart  shows  the  profit  and  loss  zones  for  a  March  ratio  call  spread 
involving  one  long  7.50  call  and  two  short  8.00  calls  when  march  silver  is 
selling  near  $7.90.  Also  shown  is  a  March  ratio  put  spread  involving  one  long 
8.00  put  and  two  short  7.50  puts.  Prices  will  no  doubt  have  changed  since  this 
chart  was  prepared,  but  the  principle  behind  these  spreads  could  be  applied  to 
other  strike  prices,  with  similar  results. 
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By  Ashby  Bladen 


Observations 


Can  democracies  be  financially  respon- 
sible? We  will  find  out  in  1985. 


THE  ACID  TEST 


dollars.  If  they  were  not  lending  us 
enormous  sums  at  relatively  high 
interest  rates,  we  would  be  running 
a  serious  inflation  right  now. 

Everybody  who  reads  the  papers 
knows  that  our  federal  government 
is  borrowing  and  spending  about 
$200  billion  a  year  more  than  it  is 
taking  in.  Less  publicized,  but 
more  important  than  the  federal 
deficit,  is  the  fact  that  the  rest  of 
the  American  economy  is  borrow- 
ing and  spending  yet  another  $300 
billion.  In  the  1980s  the  American 
people  as  a  whole  have  been  spend- 
ing 10%  more  than  they  have  been 
earning  by  producing  useful  goods 
and  services.  That  is  an  inflation- 
ary gap  of  substantial  proportions. 
The  gap  is  widening,  and,  left  to 
our  own  devices,  we  would  be  suf- 
fering an  accelerating,  not  a  decel- 
erating, inflation. 

For  now  the  foreign  loans,  and  the 
resulting  overvaluation  of  the  dol- 
lar, allow  us  to  be  huge  net  import- 
ers of  cheap  goods.  If  this  continues, 
then  we  can  go  right  on  consuming 
more  than  we  produce,  while  enjoy- 
ing low  inflation  for  the  rest  of  the 
Eighties.  However,  it  is  most  un- 
likely to  continue  much  longer.  A 
bit  of  recent  history  is  in  order. 

During  the  Sixties  the  U.S.  acted 
as  a  banker  to  the  rest  of  the  worid, 
accepting  short-term  deposits  from 
foreigners  and  financing  long-term 
investments  abroad.  In  those  days 
our  international  assets  greatly  ex- 
ceeded our  external  liabilities,  but 
they  were  also  considerably  less  liq- 
uid. And  in  those  days  our  liabili- 
ties to  foreigners  were  payable  in 
gold  at  $35  an  ounce,  so  the  only 
way  we  could  have  avoided  a  run  on 
the  American  bank  would  have 
been  to  avoid  any  significant  infla- 
tion. We  didn't,  and  the  result  was  a 
series  of  runs,  two  devaluations  and 
the  floating  of  the  dollar  at  the  be- 


MONEY  &  INVESTMENTS 


Reactionaries  maintain  that  democ- 
racy is  not  financially  viable  be- 
cause popularly  elected  politicians 
inevitably  buy  votes  by  kidding  the 
people  that  they  are  getting  more 
from  the  government  than  they  are 
paying  for  in  taxes.  This  policy  can 
have  only  one  ultimate  result:  The 
politicians  will  sooner  or  later  bor- 
row and  spend  the  country  into  an 
inflationary  disaster. 

This  propensity  is  not  limited  to 
democracies.  Several  countries  of 
various  political  persuasions  have 
recently  borrowed  and  spent  them- 
selves into  hyperinflationary  de- 
pressions. But  the  U.S.  seems  to  be 
defying  this  principle.  We  have  been 
borrowing  and  spending  at  a  rate 
unprecedented  in  peacetime  histo- 
ry, while  our  economy  has  picked 
up  and  inflation  has  fallen  by  nearly 
two-thirds.  Can  this  continue  for 
the  rest  of  the  Eighties? 

I  doubt  it.  One  major  difference 
between  the  countries  that  got 
themselves  into  a  disaster  and  the 
U.S  is  that  citizens  of  other  coun- 
tries completely  lost  confidence  in 
the  currency,  while  people  in  the 
U.S.  have  not  yet  done  so.  Foreign- 
ers are,  in  fact,  fleeing  into  the  dol- 
lar. Moreover,  they  are  selling  us 
real  goods  and  services  at  bargain 
prices  in  order  to  get  their  hands  on 
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ginning  of  the  Seventies. 

That  showed  the  Arabs  how  fool- 
ish it  was  to  go  on  selling  a  valuable 
real  asset — oil — at  a  cheap  fixed 
price  in  order  to  accumulate  dollar 
claims,  whose  real  value  could 
shrink  at  the  drop  of  a  hat.  So  the 
next  result  was  the  oil  shocks  that 
touched  off  serious  inflation  a  de- 
cade ago.  For  the  rest  of  the  Seven- 
ties the  big  American  banks  fended 
off  disaster  by  lending  billions  to 
poor,  nonoil  countries  to  pay  their 
oil  bills,  in  spite  of  the  fact  that 
several  could  not  possibly  repay. 

Now  we  are  caught  between  a 
worldwide  inflation  in  which  peo- 
ple still  want  to  borrow  and  spend 
on  real  things  and  an  already  exces- 
sive burden  of  debts  that  casts  in- 
creasing doubt  on  the  ability  of  a 
growing  number  of  people,  busi- 
nesses and  countries  to  repay.  So 
far,  foreigners  remain  eager  to  lend 
Americans  the  funds  to  buy  their 
exports,  which  holds  down  our  in- 
flation. But,  unlike  the  Sixties,  we 
now  are  borrowing  abroad  to  fi- 
nance domestic  consumption.  We 
are  not  using  the  borrowed  money 
to  make  investments  whose  earn- 
ings would  help  repay  our  debts. 
Meanwhile,  the  real  value  of  many 
of  the  foreign  assets  that  back  up 
our  external  liabilities  is  becoming 
increasingly  doubtful. 

Finally,  the  American  economy  is 
now  sliding  into  a  slump  caused 
precisely  by  those  cheap  imports. 
The  slump  surprised  many  econo- 
mists because  during  the  last  20 
years  recessions  have  always  been 
caused  by  rising  inflation,  leading  to 
rapidly  rising  interest  rates.  In  fact, 
since  Americans  have  been  buying 
far  more  from  foreigners  than  they 
are  buying  from  us,  what  is  surpris- 
ing is  that  the  recovery  lasted  as 
long  as  it  did. 

Keynesian  antirecession  policy 
calls  for  the  government  to  increase 
its  deficit  and  the  Fed  to  cut  inter- 
est rates.  But  it  was  our  high  inter- 
est rates  that  led  foreigners  to  drive 
the  dollar  up  and  permitted  Ameri- 
cans to  borrow  and  spend  so  much 
without  runaway  inflation.  Never- 
theless, my  best  guess  is  that  the 
Fed  will  continue  to  push  down 
short-term  rates.  That  will  cause 
the  dollar  to  slump,  inflation  to 
soar  and  then  long-term  interest 
rates  will  climb  to  new  peaks  some- 
time this  year.  ■ 
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Flashbacks 


"The  more  things  change. . . ." 
Items  from  past  issues  of  Forbes 

Sixty  years  ago  in  Forbes 

(From  the  issue  of  December  15.  1924) 

'Are  2,000,000-share  days  and  busi- 
ness expansion  justified?  The  confi' 
dently  expected  improvement  in  busi- 
ness is  materializing.  Fortunately, 
there  has  been  no  such  outburst  in 
business  or  industry  as  there  has  been 
on  the  New  York  Stock  Exchange. 
The  happenings  in  the  security  mar- 
kets, however,  are  not  to  be  ignored  or 
lightly  regarded.  The  upward  move- 
ment has  embraced  such  an  abnor- 
mally large  number  of  issues,  has 
been  so  impressive  and  has  been  so 
long  sustained  that  it  is  clear  the  pub- 
lic must  have  been  buying  securities 
on  an  unusual  scale." 

"The  latest  report  of  crude  oil  produc- 
tion shows  a  sharp  increase.  Daily 
average  production  is  running  at  the 
rate  of  1,963,600  barrels,  a  gain  of 
22,550  over  the  previous  week.  Sever- 
al new  wells  in  Oklahoma  and  Texas 
account  for  the  gain.  Montana  and 
Colorado  also  reported  increased  out- 
put. Atlantic  Refining  has  advanced 
the  price  of  gasoline  1  cent  a  gallon  in 
Pennsylvania  and  Delaware.  Gulf  Re- 
fining has  advanced  gasoline  2  cents  a 
gallon  in  North  and  South  Carolina." 

"The  outstanding  development  in  our 

foreign  trade  during  the  past  few 
weeks  has  been  the  truly  amazing 
|  growth  of  our  exports,  which  amount- 
ed to  $527  million  in  October,  the 
largest  for  any  single  month  since  Jan- 
uary 1921,  and  in  point  of  quantity, 
probably  the  largest  monthly  total 
ever  sent  abroad  by  this  country,  since 
the  figures  for  1919-20  represented 
considerably  inflated  values." 

Fifty  years  ago 

(From  the  issue  of  December  75,  1934) 

"This    Christmas,    streamlines    are 
sweeping  the  nation.  One  company 
makes  streamlined  toy  trains  of  the 
j  Union  Pacific  type.  Another  counters 
i  with  the  Burlington  Zephyr.  Scooters 
and  velocipedes  embrace  the  stream- 
i  lined  pants  which  deck  the  airplane's 
i  landing  gear.  Sleds  that  borrow  other 
i  leaves  from  aviation's  book  are  slid- 
ing over  the  snow.  Toy  automobiles 
1  slice  through  the  air  with  1935  lines. 
And  Wanamaker's  department  store 
in  New  York  even  features  a  stream- 
•  lined  Santa  Claus.  ..." 

: 


Edited  by  Dero  A.  Saunders 


"Automotive  executives  reflect  more 
optimism  these  days  than  at  any  time 
since  1929.  Confidential  showings  of 
new  models  to  dealers  have  brought 
practical  responses  in  the  shape  of 
orders.  From  every  quarter  are  ema- 
nating factual  reports  as  a  basis  for  the 
good  feeling. 

"Within  a  week  following  its  big 
dealer  meeting  in  Detroit,  for  in- 
stance, Hudson  got  orders  totaling  in 
excess  of  $6.5  million.  'In  spite  of 
having  doubled  sales  in  1934,'  D.E. 
Ralston,  Oldsmobile  sales  manager 
says,  'we  are  looking  forward  to  in- 
creased volume  in  1935.'.  .  .  Stude- 
baker's  new  models,  featuring  a  'mir- 
acle ride'  and  announced  early  in  De- 
cember, are  arousing  public  interest, 
and  apparently  assure  a  definite  sales 
increase  for  1935." 


The  1935  Studebaker  President,  priced  at 
$1,245  and  up,  was  advertised  as  "one  of 
the  fire  finest  cars  in  America" 

"Spurred  on  by  national  interest  in  old- 
age  security,  industry  has  been  turning 
more  and  more  to  pension  plans — 
especially  plans  based  on  a  reserve  fund 
and  actuarial  management,  rather  than 
the  haphazard  plan  which  is  financed 
by  company  income  and  which  often 
fails  the  workman  when  he  needs  it 
most.  Two  giant  recruits  have  recently 
joined  these  old-age  pension  ranks: 
General  Foods  Corp.  and  Liquid  Car- 
bonic Corp.  The  General  Foods  plan, 
for  which  close  to  9,000  employees  in 
45  plants  and  29  sales  divisions  are 
eligible,  calls  for  equal  weekly  contri- 
butions to  a  reserve  fund  from  com- 
pany and  employee." 

Twenty -five  years  ago 

(From  the  issue  of  December  15,  1959) 

"As  stalwarts  among  the  82,500 
stockholders  of  Curtiss-Wright  well 
know,  the  news  released  by  Chairman 
Roy  T.  Hurley  from  the  company's 
Wood-Ridge,  N.J.  headquarters  is  nev- 
er continuously  good  or  bad.  .  .  .  Last 
month,  Curtiss- Wright's  mixed  bag  of 


news  had  Roy  Hurley  in  hot  water: 
Some  bad  news  followed  on  the  good  a 
little  too  closely  for  comfort.  The  first 
disclosure,  certainly  good,  was  a 
breakthrough  in  development  of  a 
new  lightweight  internal  combustion 
engine.  Curtiss-Wright's  common 
promptly  took  off  on  a  two-day  rise  of 
8%  points,  to  set  a  new  1959  high  at 
40-V4.  Then,  about  the  time  the  stock 
was  making  its  high,  Hurley  and  his 
board  announced  a  40%  cut  in  the 
dividend  to  37lA  cents  quarterly.  Be- 
fore the  day  was  out,  the  common  had 
dropped  5%  points." 

"There  is  little  doubt  that  the  palm 
for  the  most  successful  selling  among 
mutual  funds  this  year  must  go  to 
Investors  Stock  Fund,  the  common 
stock  cousin  of  Investors  Mutual, 
largest  of  the  balanced  funds.  Inves- 
tors Stock's  annual  report  last  month 
showed  that  the  year's  net  sales  were 
a  whopping  $150.9  million,  and  that 
salesmen  of  its  sponsor,  IDS,  rounded 
up  43,944  new  stockholders  for  Inves- 
tors Stock  Fund." 

"As  the  first  steel  dropped  into  place 
last  month  for  the  new  Mission  Val- 
ley Shopping  Center,  an  80-acre  goli- 
ath  near  San  Diego,  few  sidewalk  su- 
perintendents watched  with  more  in- 
terest than  Morton  D.  (Buster)  May, 
president  of  May  Department  Stores. 
One  of  his  branch  stores  would  be 
built  there,  to  be  sure,  but  Buster 
May's  interest  was  less  as  retailer 
than  as  landlord.  His  company  was 
going  to  run  the  whole  works,  with 
other  occupants  paying  rents  to  him." 

May  Co.  President  Morton  (Blister)  May 
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Kindness  in  words  creates 
confidence,  kindness  in 
thinking  creates  profoundness, 
kindness  in  giving  creates  love. 
Lao-tzu 


Nothing  can  constitute  good 
breeding  which  has  not  good 
nature  for  its  foundation. 
Bulwer-Lytton 


Rules  of  conduct,  whatever 
they  may  be,  are  not  sufficient 
to  produce  good  results  unless 
the  ends  sought  are  good. 
Bertrand  Russell 


Live,  as  it  were,  in  trust. 
All  that  is  in  you,  all  that 
you  are,  is  only  loaned  to 
you.  Make  use  of  it  according 
to  the  will  of  Him  who  lends 
it,  but  never  regard  it  for 
a  moment  as  your  own. 
Francois  Fenelon 


The  only  true  spirit  of 
tolerance  consists  in  our 
conscientious  tolerance 
of  each  other's  intolerance. 
Samuel  Taylor  Coleridge 


One  of  the  greatest  victories 
you  can  gain  over  a  man  is  to 
beat  him  at  politeness. 
Josh  Billings 


There  are  two  kinds  of 
politeness:  One  says,  "See 
how  polite  I  am";  the  other, 
"I  would  make  you  happy." 
Charles  Tomlinson 


Men,  like  bullets,  go 

farthest  when  they  are 

smoothest. 

Jean  Paul  Richter 


Ten  years  from  now  we'll 
wonder  how  we  ever  were 
satisfied  to  give  no  better 
service  than  we  do  today. 
George  M.  Pullman 


Thoughts 

on  the  Business  of  Life 


Politeness  is  the  hallmark  of 
the  gentleman  and  the  gentle- 
woman. No  characteristic  will 
so  help  one  to  advance — in 
business  or  society — as  will 
politeness.  Competition  is 
so  keen — there  are  so  many 
places  where  one's  wants 
can  be  supplied — that  the 
success  or  failure  of  a 
business  can  depend  on  the 
ability  to  please  customers 
or  clients.  Courtesy  costs 
nothing,  but  can  gain  much 
both  for  an  individual  and 
for  an  organization. 
B.C.  Forbes 


There  is  no  policy  like 
politeness,  since  a  good 
manner  often  succeeds  where 
the  best  tongue  has  failed. 
Elias  Magoon 


Keep  neither  a  blunt  knife 
nor  an  ill-disciplined 
looseness  of  tongue. 
Epictetus 


Why  is  it  that  when  a  store 
is  going  out  of  business, 
the  store's  personnel  are 
always  helpful  and  polite? 
Robert  Half 


Business  exists  to  serve 
customers,  and  unless  it 
does  that  it  fails. 
William  Feather 
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More  than  6,000  "Thoughts,"  indexed  by 
author  and  subject,  are  available  in  a  two- 
volume  boxed  set  at  $24.95.  A  one-volume 
edition  of  over  3,000  "Thoughts."  $14.95. 
Send  check  and  order  to:  Forbes  Inc.,  60 
Fifth  Ave.,  New  York,  N.Y.  10011.  Add  sales 
tax  on  New  York  State  orders  and  other 
states  where  applicable. 


The  great  mind  knows  the  power 
of  gentleness,  only  tries 
force  because  persuasion  fails. 
Robert  Browning 


Civility  costs  nothing, 
and  buys  everything. 
Mary  Wortley  Montagu 


Whoever  degrades  another 
degrades  me,  and  whatever  is  done 
or  said  at  last  returns  to  me. 
Walt  Whitman 


There  is  a  great  man  who  makes 
every  man  feel  small.  But  the 
real  great  man  is  the  man  who 
makes  every  man  feel  great. 
G.K.  Chesterton 


The  greater  a  man  is,  the 
greater  the  courtesy. 
Tennyson 


A  Text . . . 

And  let  us  consider  one 
another  to  provoke  unto 
love  and  to  good  works. 
Hebrews  10:24 


Sent  in  by  E.  Drew  Crowley,  Salt  Lake  City, 
Utah.  What's  your  favorite  text?  The  Forbes 
Scrapbook  of  Thoughts  on  the  Business  of 
Life  is  presented  to  senders  of  texts  used. 


Guard  well  within  yourself 
that  treasure,  kindness. 
Know  how  to  give  without 
hesitation,  4how  to  lose 
without  regret,  how  to 
acquire  without  meanness. 
George  Sand 


Of  courtesy,  it  is  much 
less  than  courage  of  heart 
or  holiness,  yet  in  my  walks 
it  seems  to  me  that  the 
grace  of  God  is  in  courtesy. 
Hilaire  Belloc 
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A  recent  sampling  of  23  sparkling  brut  wines 
priced  from  $8  to  $24  revealed  that  all  are  good; 
some  are  spectacular.  i    »m 

The  best  of  the  lot,  Bolla  Brut,  is  very  light 
N*  and  wonderfully  dry... and  even  better, 
>^Vit  costs  only  about  $9." 

-LAWRENCE  EISENBERG 
GQ  MAGAZINE.  JUNE  1984 


Bolla  Brut 


To  send  a  gift  of  Bolla  Brut  in  the  U.S..  call  toll-free  1-800-BE  THERE.  Imported  by  The  Jos.  Garneau  Co..  Louisville.  Ky.  ©  1984.  Conde  Nast  Publications  Inc.  ©  19& 
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The  simple  act  of  flipping  a  switch  creates  an  electrical  contact 

that  provides  and  controls  the  flow  of  energy  to  produce  light, 

start  engines,  control  temperatures,  operate  appliances,  and  even 

fly  space  vehicles. 

Fansteel's  capabilities  in  materials  technology  make  it  a  leader  in 

developing  and  producing  electrical  contacts  made  of  tungsten, 

silver,  silver-alloys,  tungsten-silver,  tungsten-copper  and 

tungsten-nickel-copper. 

Fansteel's  materials  technology  also  provides  advanced 

and  dependable  products  used  in  electronics,  medicine,  mining, 

sports,  communications,  transportation,  aerospace, 


and  weapon  systems. 
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m  integrated  producer  of  refractory  metals  and  fabricated  products  for  the  electronics, 
electrical,  aircraft/aerospace,  metalworking,  energy  and  chemical  industries. 

©Fansteel  1984 
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His  survival  depends  on  the  distribution 
of  energy.  So  does  yours. 

A  highly  trained  professional  doing  work  that  is 
heroic,  demanding,  significant  and  responsible. 
Gathering  information.  Making  decisions.  Taking 
risks.  Like  you.  And  the  people  in  your 
organization. 

The  further  out  you  go,  the  more  you  depend 
upon  an  energy  system  that  supports  you  as 
conditions  change.  In  the  universe  of  office  systems 
furniture  that  means  Action  Office''  from  Herman 
Miller.  Now,  with  a  range  of  power  choices 
including  two  and  three  circuit  capabilities.  Action 
Office  meets  your  energy  needs  better  than  ever. 
Leaving  you  free  to  soar. 

No  important  mission  can  afford  unclear 
signals.  Or  disorganization.  So  our  three-circuit 
system  has  an  isolated  ground  line  to  protect 
computers  and  other  equipment  from  electrical 
noise  interference  that  can  distort  data.  And  a 
large  raceway,  easily  accessible  so  you  can  change 
or  re-route  cables  at  will. 

For  literature  about  the  Action  Office*  system  s 
capacity  for  energy  support  call  1/800-851-1196.  Or 
in  Michigan  call  1/616-772-3442.  Herman  Miller,  Inc. 
Zeeland  MI  49464 
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The  editorial  index  of  companies  referred  to 
in  this  issue  is  on  page  166. 


Companies 

30  CBS  Inc. 

Why  did  CBS  pay  that  stiff  price — 25  times  earnings — for 
Ziff-Davis'  magazines,  and  depend  on  an  uncertain  tax 
gimmick  besides? 

31  Twentieth  Century-Fox 

How  Marvin  Davis  got  all  his  money  out,  and  then  some, 
and  wound  up  with  100%  of  the  company. 

34    Micron  Technology,  Inc. 

Wade  Parkinson  never  retreats.  Which  may  be  wise  in 
the  long  run. 

36    Seeq  Technology  Inc. 

Gordon  Campbell  founded  a  successful  high-tech  com- 
pany. His  reward:  The  venture  capitalists  forced  him  out. 

62     Continental  Corp. 

Why  would  a  company  cut  off  one-fourth  of  its  retail 
outlets?  In  this  case,  for  a  very  good  reason. 

76    Textron  Inc. 

Did  the  shareholders  benefit?  Or  did  management? 

78    Ing.  C.  Olivetti  &  C,  S.p.A. 

Future  promise — shadowed  by  past  difficulties. 

100    The  Up  &  Comers 

Reltron  Corp.;  Fine  Art  Acquisitions,  Ltd.;  Weldotron 
Corp.;  The  Learning  Annex. 


Industries 


40    Airlines:  Quickie  Marriages 

Going  big-time  may  be  tempting,  but  the  smart  commut- 
er lines  have  decided  to  cooperate  with  the  majors  in- 
stead of  fighting  them. 

50     Television:  The  Waiting  Game 

Some  big-city  TV  station  owners  are  playing  that  game 
these  days.  They  may  be  outsmarting  themselves. 

87     Cover  Story:  Why  Did  We  Save  The  S&Ls? 
When  savings  and  loans  were  threatened  with  extinc- 
tion, Congress  gave  them  unprecedented  new  power. 
Look  what  they've  done  with  it. 

99     Christmas  Trees:  The  Tannen-bomb 

Ever  heard  of  a  two-tree  family?  The  Christmas  tree 
growers  had  better  come  up  with  a  lot  of  them. 

Cities 

64     Jersey  City 

Everybody  remembers  the  old  days  of  decay  and  corrup- 
tion. But  now  Jersey  City  is  starting  to  catch  the  overflow 
from  Manhattan's  glittering  prosperity. 


International 

98     France:  Apres  Le  Deluge  . . . 

Comes  le  certificat  d'investissement.  In  English,  it  means 
corporations  need  capital,  nationalized  or  no. 
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Wall  Street 


33    Wheeler-Dealer  Ronald  Perelman 

"I  love  what  I  do,"  he  says.  No  wonder. 

46    Here  They  Come  Again 

Japanese  brokers  are  coming  on  strong. 

74    Numbers  Game:  The  Partial  Writedown 

It's  a  nifty  way  for  companies  to  cook  the  books. 

80    Grinnell  College 

A  lot  of  big  institutions  would  like  to  have  its  record. 

82     Options:  The  Hot  Stove  Syndrome 

Individual  stock  options,  once  the  hottest  new  product 
on  The  Street,  are  on  the  decline.  For  good  reason. 

94    Earnings-Based  CDs 

Beware  these  dubious  hybrids. 

110    Jean-Francois  Bernheim 

"I'm  surprised  I  can  exist,"  he  says.  Let  alone  prosper. 

146    Streetwalker 

Monsanto  Co.   and  American   Cyanamid  Co.;   Masco 
Corp.;  Pioneer  Corp.;  Dana  Corp.;  Shaw  Industries. 

148    Henry  Hillman 

Almost  alone  among  the  old  fortunes,  Hillman  money  is 
still  run  by  a  Hillman — and  exceedingly  well. 

152    Statistical  Spotlight:  Tacky,  Tacky 

That's  just  the  kind  of  stock  canny  Dean  LeBaron  likes. 


153     The  Funds:  The  Dumbest  Idea  In  Years 

Remember  Bernie  Cornfeld?  Apparently  some  don't. 

Taxing  Matters 

75     Health  Care:  Killing  The  Goose 

Taxing  employer-paid  medical  benefits  may  sound  like  a 
good  thing.  But  this  is  not  just  another  loophole. 

On  The  Docket 

70     Zapping  The  Utilities 

The  big  cloud  over  utility  joint  ventures. 

Marketing 

112    This  Is  No  Applesauce 

It's  apple  juice.  And  David  Rowse  has  found  a  new  way  to 
market  it.  Also:  Religious  toys  for  Christmas. 


Technology 


116     The  Technology  Of  Skis 

When  hundredths  of  a  second  separate  champions  from 
also-rans,  ski  manufacturers  turn  to  high  tech.  Also: 
Talking  to  computers;  Medicare  DRGs;  why  Jane  doesn't 
do  windows  anymore. 


Personal  Affairs 


126    The  Bodyguard  Boom 

More  executives  than  ever  now  have  them,  for  obvious 
reasons.  Also:  The  baby  shortage;  caveat  taxpayer. 


Faces  Behind  the  Figures 


135  Barber  Conable,  U.S.  Representative  (R-N.Y.) 

135  Marshall  Field  V,  The  Field  Corp. 

136  Eberhard  von  Kuenheim,  BMW 

136  Sanford  Litvack,  Donovan  Leisure  Newton  &  Irvine 

138  Yoshio  Ohno,  Shiseido 

140  Donny  Osmond,  Donny  Osmond  Entertainment 
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The  real  meaning  of  the  Bhopal  tragedy 


A^ViidL-  World 


Bhopal  survivors 

Don't  compound  tragedy. 


Almost  with  glee,  the  Greens  of 
this  world,  children  of  middle- 
class  affluence,  have  seized  the 
Bhopal  chemical  plant  disaster  as 
evidence  of  the  doomsday  lurking 
in  industrialism.  Ask  yourself, 
though:  Why  were  so  many  thou- 
sands of  people  crammed  in  close 
proximity  to  the  Union  Carbide 
plant?  Not  for  the  view  or  the 
aroma.  For  these  people,  impov- 
erished beyond  American  com- 
prehension, the  plant  meant  life 
itself,  an  escape  from  hopeless  ex- 
istence in  an  overpopulated 
countryside.  It  brought  not  only 

well-paying  jobs  in  the  plant  but     

also  all  the  multiplying  service  opportunities  that  new  industry 
creates  in  rural  areas.  The  maintenance  of  the  Bhopal  plant  was 
apparently  entirely  in  indigenous  hands,  and  people  in  newly 
industrializing  nations  do  not  always  treat  technology  with  the 
necessary  care.  Perhaps  the  carnage  will  make  them  more 
heedful — as  it  will  certainly  make  U.S.  corporations  more  con: 
scious  of  the  need  for  their  foreign  subsidiaries  to  operate  up  to 
the  highest  American  safety  standards  rather  than  settling  for 
conformity  to  local  custom.  That  the  plant  brought  death  to  so  < 
many  was  a  great  tragedy,  but  the  tragedy  will  be  compounded  if 
it  causes  Third  World  countries  to  shun  collaboration  with 
responsible,  knowledgeable  U.S.  corporations.  The  poor  of  India 
and  the  Third  World  in  general  need  the  Union  Carbides  more 
than  they  need  the  sentimental  tears  of  poorly  informed  West- 1 
erners  and  the  contrived  outrage  of  some  local  politicians. 

The  best-laid  plans 

In  this  issue's  cover  story  Allan  Sloan  and  Allan  Dodds  Frank  I 
describe  how  our  government  intervened  bravely  to  save  the 
savings  and  loan  industry  and — as  might  have  been  predicted — 
ended  by  making  the  situation  worse.  Rescued  by  the  govern- 
ment, some  S&Ls  are  no  longer  concentrating  solely  on  financ- 
ing home  ownership,  but  are  into  such  mischief  as  helping  fund  I 
greenmail  and  even  buying  up  fast-food  joints  and  funeral  par- 1 
lors.  It's  enough  to  make  a  taxpayer  weep.  When  will  we  leam  I 
that  the  economy  is  so  complex,  so  interconnected,  so  full  of 
smart  people  looking  to  play  the  angles  that  it  cannot  be  easily 
fixed  by  new  laws  or  new  programs?  "An  idea  whose  time  has 
gone"  starts  on  page  87. 

Guest  columnists 

S  Jay  Levy  and  David  A.  Levy,  father  and  son,  were  among  the 
first  economists  to  predict  that  the  economic  recovery  that 
began  in  late  1982  was  running  out  of  steam.  Now  that  the 
slowdown  they  predicted  has  arrived,  what  do  the  Levys  think 
will  happen  next?  We  asked  them.  Their  answer  appears  on  page 
165.  It  is  not  what  most  of  the  experts  are  saying. 
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This  is  what  every 
copier  should  look  like. 
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When  a  copier  is  working 
doperly,  few  people  notice. 
I  Which  is  why  an  IBM  Model 
61  Copier  tends  to  become 
i  visible. 

!  It  works  so  well,  people  take 
i  for  granted. 

!  An  IBM  computer  inside 
Hips  keep  it  running  smoothly. 
I  you  get  consistently  high 
qjality  copies.  And  many  easy- 
I'use  features. 


Including  a  job-interrupt 
feature,  which  allows  small  jobs 
to  interrupt  big  ones. 

And  all  of  this  for  a  price 
that's  less  than  that  of  any  other 
copier  in  its  class.* 

So  if  you're  interested  in  buying 
a  copier  that  doesn't  cost  a  small 
fortune,  give  some  serious  thought 
to  the  IBM  Model  60  Copier. 

You  might  even       ===.=  ^:» 
buy  it  sight  unseen.     =^J?= 


IBM  Series  III  Model  60 

Wrile  today  to  IBM. 
DRM,  Dept.  2G,  400  Parson's  Pond  Drive, 
Franklin  Lakes.  New  Jersey  07417. 
O  Please  send  me  a  free  brochure. 
CJ  Please  have  an  IBM  representative  call  me. 
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The  Invisible  Copier 

Call  IBUIKrect  1  800  IBM-246K  Ext.  7. 
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Trends 


Edited  by  John  A.  Conway 


The  mobile  home  boom 

For  decades  the  auto  industry  has 
been  using  in-house  credit  corpora- 
tions— a  particularly  useful  sales  tool 
in  recessions — to  help  finance  cars. 
Now  the  idea  is  catching  on  in  the  $6 
billion  manufactured  housing  and 
mobile  home  industry.  Several  com- 
panies, including  Oakwood  Homes, 
Clayton  Homes,  Conner  Homes  and 
Brigadier  Homes,  have  already  set  up 
captive  finance  firms,  and  Nicholas 
St.  George,  president  of  North  Caroli- 
na's Oakwood  and  chairman  of  the 
industry's  finance  committee,  ex- 
pects more  companies  to  add  them. 
"This  is  a  new  source  of  money  from 
pension  funds,  Wall  Street,  insurance 
companies  and  investors,"  he  says. 
"Capital  has  dried  up  time  and  time 
again  as  we  go  through  housing  cy- 
cles, and  this  gives  us  tremendous 
flexibility."  Mobile  homes  have  tradi- 
tionally had  an  image  problem,  he 
says,  and  financing  was  short  term. 
But  11  million  people  now  live  in  5 
million  mobile  homes  nationwide, 
and  an  increasing  number  are  situated 
on  individually  owned  property.  St. 
George  figures  that  captive  finance 
companies  will  increase  mobile  home 
sales  to  about  400,000  units  a  year  by 
1990,  up  from  300,000  this  year. 

The  men  on  the  poles 

When  AT&T  was  split  up,  the  face  of 
the  industry  changed,  and  so  did  the 
employers  of  telephone  technicians, 
most  of  whom  once  wore  Bell  badges. 


Julie  Hjbel/Woodfin  Camp 


Telephone  lineman  at  work 

Only  the  company  badge  changed. 


At  least  50,000  now  work  for  the 
growing  telephone  labor  contracting 
industry  at  more  than  1,000  compa- 
nies. One  of  the  largest  of  these  "LCs" 
is  Burnup  &  Sims,  a  Florida-based 
telecommunications  company  with 
5,000  workers  and  $175  million  in 
contracting  sales.  Others  in  the  bur- 
geoning field  include  Henkels  &  Mc- 
Coy of  Pennsylvania,  Volt  Informa- 
tion Sciences  of  New  York  City,  Har- 
ris-McBurney  of  Jackson,  Mich,  and 
regional  companies  like  Overall  Pacif- 
ic of  California,  which  provides  a  good 
portion  of  the  technical  workers  for 
Pacific  Bell.  "It's  a  tremendous  busi- 
ness, and  growing,"  says  Joseph  Pow- 
ers, director  of  phone  services  for 
Burnup  &  Sims.  He  points  to  AT&T's 
recent  announcement  of  a  multibil- 
lion-dollar  program  to  install  fiber  op- 
tic lines.  Companies  like  his,  Powers 
says,  will  be  doing  the  work.  "Prior  to 
divestiture,"  explains  Ben  Stubenberg 
of  Overall  Pacific,  "the  Bell  compa- 
nies used  their  own  staffs,  but  they 
have  trimmed  them  back  and  need 
labor  contractors  now."  Contractors 
also  work  for  the  competition — MCI, 
GTE  Sprint,  etc. — and  for  companies 
and  government  installations  with 
their  own  communications  systems. 

The  electric 
Santa  Clans 

Though  big-city,  utilities  usually  rank 
with  Scrooge  on  the  drop-dead  list, 
there's  a  touch  of  Santa  Claus  among 
them,  too.  Back  in  1981  New  York's 
Consolidated  Edison  set  up  an  "area 
development"  rate  offering  discounts 
up  to  25%  on  electric  rates  for  new  or 
expanded  businesses  in  eight  de- 
pressed areas  of  Brooklyn  and  the 
south  Bronx.  New  York  legislators 
then  passed  a  law  to  foster  similar 
rates  at  other  utilities.  By  last  Septem- 
ber 2,400  new  or  expanded  companies 
had  hooked  up  to  the  Con  Ed  grid, 
creating  demand  for  25  megawatts  of 
power  and  12,000  new  jobs.  Upstate 
companies  have  followed  suit.  Now 
about  20  other  utilities  nationwide — 
including  Chicago's  Commonwealth 
Edison,  New  Jersey's  Public  Service 
Electric  &  Gas,  California's  Pacific 
Power  &.  Light  and  Philadelphia  Elec- 
tric— have  followed  Con  Ed's  lead. 
Louisiana  passed  a  law  in  July  requir- 
ing its  utilities  to  offer  business  in- 
centive rates.  Con  Ed  recently  ex- 
panded the  special  rates  to  ten  more 
neighborhoods  in  New  York  City  and 
added  a  new  business  incentive — five- 
year  discounts  up  to  12%  to  any  busi- 


ness that  sets  up  shop  in  a  newly 
constructed  or  now-vacant  building. 
"We  just  wanted  to  do  something  to 
prevent  the  deterioration  of  aban- 
doned and  vacant  buildings,"  says 
Robert  Stevens,  Con  Ed's  vice  presi- 
dent for  conservation. 

Real  estate  fever 

Commercial  real  estate  has  suddenly 
gotten  hot  among  the  nation's  2  mil- 
lion real  estate  brokers.  The  National 
Association  of  Realtors  has  had  a 
training  program  for  commercial  real 
estate  brokers  since  the  Sixties,  but 
until  this  year  only  2,200  students 
had  gone  through  the  course.  This 
year,  however,  4,650  brokers  enrolled, 
and  the  association  expects  a  total  of 
7,100  in  1985.  Why  the  surge  in  inter- 
est? "The  designation  alone  doesn't 
do  much,"  admits  Stephanie  Laster,  a 
senior  instructor  in  the  program  and  a 
broker  with  Varnum/  Armstrong/ 
Deeter  in  Overland  Park,  Kans.  The 
real  reason:  Investors  are  becoming 
increasingly  sophisticated,  she  says, 
so  real  estate  brokers  want  to  know 
how  to  explain  cash  flow  analysis,  tax 
implications,  market  analysis  and  ne- 
gotiating deals,  all  offered  in  the  series 
of  five  one-week  courses.  Outsiders 
are  also  flocking  in.  Aside  from  real 
estate  brokers,  says  Laster,  students 
include  lawyers,  certified  public  ac- 
countants, bankers  and  corporate  lo- 
cation scouts. 

What  bankers  see 

Bankers  are  looking  ahead  to  more 
acquisitions  and  over  their  shoulders 
at  potential  takeovers,  according  to  a 
survey  of  2,235  banking  CEOs  by 
Egon  Zehnder  International,  the  New 
York-based  search  firm.  It  evoked  a 
response  of  more  than  33%.  More 
than  half  the  respondents  expected  to 
acquire  nonbanking  businesses  in  the 
next  five  years.  Of  these,  72%  were 
eyeing  insurance  companies;  35% 
wanted  real  estate  and  mortgage-re- 
lated firms.  At  the  same  time,  70% 
expected  to  take  over  other  banks,  and 
25%  were  braced  to  be  taken  over 
themselves  within  five  years.  A  check 
on  the  sources  bankers  looked  to  for 
guidance,  according  to  Samuel 
Pettway,  who  coordinated  the  survey 
for  Zehnder,  foreshadows  "upheaval 
in  bank  boardrooms  and  executive 
suites."  For  one  thing,  28%  looked  on 
their  boards  of  directors  as  either 
"passive"  or  "largely  ceremonial," 
and  only  27%  regarded  them  as  "criti- 
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World  class 


rely  nil  Frank  B.  Hall... 
Because  Insuring 
success  Is  serious 
business. 

When  CEO's,  CFO's,  Risk 
Managers  the  world  over  seek 
newer,  smarter  ways  to  protect 
their  corporate  assets  they  turn 
to  Frank  B.  Hall,  the  high; 
performance  insurance  ser- 
vices company.  We're  the 
creative  force  in  our  industry. 
The  company  with  talent  and 
professional  substance. 

Insuring  success  in  today's 
highly  competitive  business 
arena  means  much  more  than 
a  few  well-placed  policies.  It 
calls  for  brilliantly-designed  risk 
management  programs.  21st 
century  insurance  products. 
Constant  service.  And  a  keen 
sense  of  cost  effectiveness. 

That's  why  serious  com- 
petitors rely  on  Frank  B.  Hall. 
We're  tough  and  thoroughly 
professional.  We  have  clout  in 
the  insurance  marketplace.  Our 
people  are  creative  thinkers. 
And  our  service  is  never-ending. 

So  when  world  class  insur- 
ance decision-makers  sit  down 
to  improve  their  corporate  pro- 
tection, they  sit  down  with 
Frank  B.  Hall.  Talk  to  us.  We 
can  make  a  difference.  Be- 
cause Frank  B.  Hall  knows 
insurance  matters. 
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cal"  or  "very  active."  The  profession- 
al advisers — lawyers,  accountants, 
consultants — ranked  with  spouses  as 
a  source  of  advice.  A  majority  said 
they  looked  for  counsel  from  "an-, 
other  officer  in  the  bank."  The  survey 
also  had  bad  news  for  executive  hope- 
fuls. Only  four  in  ten  CEOs  were  sure 
their  successors  were  now  on  their 
staffs,  and  more  than  one  in  four  were 
almost  certain  the  next  CEO  would 
not  come  from  present  management. 

When  Texans 
promote . . . 

The  cardboard  crate  measured  34 
inches  by  21  inches  by  16  inches  and 
arrived  from  Houston  by  air.  Its  con- 
tents: two  more  crates  housing  an  as- 
sortment of  smaller  boxes — all  emp- 
ty. The  sole  item  in  the  11 -pound 
shipment  was  a  press  release.  The 
purpose  of  the  whole  exercise — it  in- 
volved about  90  such  deliveries  at  a 
cost  of  $25  to  $30  each — was  to  flog  a 
new  product  from  Houston's  Summit 
CAD  Corp.,  a  $6,000  package  of  soft- 
ware and  high-resolution  hardware 
for  anyone  who  wanted  to  do  a  little 
computer-aided  designing. 

Rating  the  CPAs 

Despite  the  beating  it  has  been  taking 
lately  in  the  courts — two  lawsuits 
that  cost  $67  million  and  the  loss  of 
two  major  clients — Arthur  Andersen, 
the  Chicago-based  accounting  firm,  is 
still  big  man  on  campus.  A  survey  of 
400  college  accounting  department 
chairmen  that  drew  160  replies  rated 
Andersen  tops  among  the  major 
CPAs,  with  an  average  of  9.11  on  a 
scale  of  10.  Andersen  scored  number 
one  in  the  four  categories  measured: 
service  to  clients,  technical  reputa- 
tion, career  opportunity  and  staff 
training.  Runners-up  were  Price  Wa- 
terhouse,  with  an  8.42  average;  Ernst 
&  Whinney,  8.40;  Peat  Marwick,  8.33; 
and  Coopers  &  Ly brand,  8.31.  Most  of 
the  Big  Eight  accounting  firms  were 
within  hailing  distance  of  Andersen 
in  the  standings. 

Highway  video 

Everything's  up  to  date  in  Kansas 
City,  especially  the  billboards.  The 
local  branch  of  Gannett  Outdoor  (a 
division  of  the  newspaper  company) 
tried  out  a  Sony  TV  projector  mount- 
ed on  a  billboard  last  summer.  The 
screen,  8  feet  square  on  a  672-square- 
foot  sign,  showed  a  20-second  spot  of 
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The  television  billboard  during  its  test  rim 
Something  new  on  the  skyline. 


Gannett  Outdoor 


a  jewel-bedizened  woman  drinking 
champagne.  It  attracted  so  much  at- 
tention for  the  sponsor,  Kansas  City, 
Mo.'s  Helzberg  Diamonds,  that  the 
Gannett  Outdoor  branch  plans  to  buy 
more  projectors  from  Sony  and  pro- 
duce more  of  the  video  billboards. 
Connee  Cowan,  vice  president  and 
general  manager,  says  she  must  still 
price  the  Sony  equipment  and  set  her 
rates,  but  she  wants  to  have  similar 
displays  available  for  outdoor  adver- 
tisers some  time  next  year.  Wherever 
zoning  rules  allow  them,  other  Gan- 
nett Outdoor  branch  managers  can 
use  them,  too.  One  thing  that  makes 
the  video  billboards  possible  is  Sony's 
new  high-resolution  picture,  which 
has  600  lines,-  compared  with  the 
standard  240. 

The  1985  paycheck 

Paychecks  will  be  lean  next  year,  ac- 
cording to  eight  labor  experts  assem- 
bled by  the  Conference  Board,  the 
New  York  business  research  group. 
The  eight,  which  included  corporate 
executives,  professors  and  Jackie 
Presser,  president  of  the  Teamsters, 
expected  hourly  earnings  to  go  up 
only  3.5%  in  1985  for  nonsupervisory 
workers.  "Everything  points  to  a 
tightening  in  compensation,"  said 
John  Richardson,  a  Northrop  vice 
president.  "The  leverage  has  to  be  on 
our  side  next  year, "  said  another  nego- 
tiator. Labor  economist  Audrey  Freed- 
man,  who  lined  up  the  panel,  says 
raises  and  benefits  in  1985  will  aver- 
age about  4%  during  the  first  year  of 
the  contract,  and,  contrary  to  the  old 
pattern,  card-carrying  workers  will 
not  get  higher  raises  than  nonunion 
employees.  The  luckiest,  she  says, 
will  be  computer  programmers,  sys- 
tems analysts,  some  engineers,  finan- 
cial service  managers  and  other  pro- 


fessionals with  special  skills.  Presser, 
the  lone  union  man,  blamed  deregula- 
tion in  trucking  for  savage  competi- 
tion, wage  givebacks  and  the  loss  of 
almost  100,000  union  jobs.  David 
Lewin,  who  teaches  at  Columbia 
Business  School,  says  it's  more  than 
that:  "The  combined  tide  of  public 
and  business  opinion  is  running 
strongly  against  organized  labor." 

Showcase  in  Japan 

Japan  will  lay  out  perhaps  $2  billion 
for  its  Tsukuba  Expo,  scheduled  to 
open  35  miles  northeast  of  Tokyo 
next  March,  with  more  than  200  cor- 
porations and  40  nations  participat-  | 
ing.  Despite  the  bickering  about  Japa- 
nese trade  restrictions,  the  U.S.  will 
be  there  with  a  $9.5  million  pavilion 
put  together  by  the  U.S.  Information 
Agency  and  featuring  exhibits  on  arti- 
ficial intelligence.  According  to  David 
Seal,  deputy  commissioner  general  of 
the  U.S.  section  at  Tsukuba,  more 
than  60  corporations  will  participate, 
including  Digital  Equipment,  General 
Motors,  Hughes  Aircraft  and  Western 
Union.  TRW,  Polaroid,  Texas  Instru- 
ments and  Du  Pont  will  lay  out 
$40,000  and  more  up  front,  plus  rent, 
for  exhibits  of  their  own.  At  least  half 
the  U.S.  firms  have  joint  ventures, 
licensing  agreements,  Japanese  sub- 
sidiaries or  other  business  in  Japan, 
Seal  says,  but  the  obvious  hope  is  to 
open  the  door  wider.  Congress  appro- 
priated $8.5  million  for  the  USIA  to 
construct  its  3,000-square-meter  pa- 
vilion, and  U.S.  companies  donated 
$4.5  million  to  it,  $1  million  in  cash 
and  $3.5  million  worth  of  computers, 
satellites  and  other  equipment.  That 
breaks  the  record  for  corporate  dona- 
tions to  such  an  event,  set  at  the  Knox- 
ville,  Tenn.  fair  in  1982,  Seal  says. 
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POWDER  WHAT? 


When  products  are  as  old  as 
Industrial  America,  just  about 
everything  that  could  be  done 
with  them  has  been  done 
with  them. 

Interlake  says,  WRONG. 
We  make  iron  and  steel  powders. 
Powders  finer  than  grains  of 
sand.  And  as  versatile  as  a 
designer's  imagination.  Today's 
metal  powders,  from  our 
Hoeganaes  Division,  are  shaped 
into  millions  of  parts  that  require 
little  or  no  machining  and 
develop  little  or  no  scrap.  Parts 
that  cost  less,  are  more  reliable 
and  more  precisely  made. 
All  this  means  that  auto  manu- 
facturers get  less  expensive, 
tighter  tolerance  parts -more 
than  20  pounds  of  them  in  the 
average  American  car.  And  it 
means  the  same  kinds  of 
benefits  to  manufacturers  of 
appliances,  office  equipment, 
off-road  and  heavy  construction 
equipment  and  more. 
Old  materials  and  new  tech- 
nology help  Hoeganaes  put 
some  of  the  drive  in  Interlake's 
technology  driven  companies. 
Interlake,  Inc.,  2015  Spring  Road 
Oak  Brook,  Illinois  60521. 
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Advertising 


That's 
Special 


CORPORATE  REPORT 


Special  because  publicly-held 
corporations  can  reach  Ameri- 
ca's most  important  investors  by 
using  Corporate  Report 
Updates  in  Forbes. 

Appearing  once  each  month, 
Corporate  Report  Updates  en- 
ables companies  to  announce 
important  developments  to  the 
astute  investors  who  read 
Forbes.  Moreover,  for  added 
impact,  this  Forbes  advertising 
service  is  positioned  in  the 
popular  "Money  and  Invest- 
ments" section  of  the  magazine. 

Forbes  has  720,000  sub- 
scribers and  a  total  readership 
of  almost  4  million.  92%  of 
Forbes'  subscribers  own  corp- 
orate stock,  with  average  hold- 
ings exceeding  $474,000.  Over 
half  are  involved  with  helping 
others  make  investments  deci- 
sions. Those  others  include  cor- 
porations, institutions,  pension 
funds,  trusts,  and  estates. 

Corporate  Report 
Updates    in  Forbes  is  an  ad- 
vertising investment  your  com- 
pany can  profit  from. 

Forbes  gets  results.  For  more 
information  call  or  write: 

Sarah  Madison 

Corporate  Report  Updates 

Forbes  Inc. 
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Follow-Through 


The  end  of  the  line 

Doubts  about  the  affairs  of  C.  Arnholt 
Smith  first  surfaced  in  Forbes  more 
than  a  decade  ago  (Aug.  15,  1971), 
when  the  California  wheeler-dealer 
was  a  crony  at  the  Nixon  White 
House  and  chairman  and  principal 
owner  of  a  $700  million  bank,  a  $215 
million  conglomerate,  an  airline,  the 
San  Diego  Padres  baseball  club  and 
scores  of  private  companies.  Four 
years  later  he  was  in  deep  trouble.  His 
bank,  U.S.  National,  had  gone  under 
in  1973.  His  conglomerate,  Westgate- 
California,  went  next.  Richard  Nixon 


When  C.  Arnholt  Smith  was  riding  high 
Justice,  slow  but  sure. 

was  gone.  The  Padres  belonged  to 
hamburger  king  Ray  Kroc. 

Smith  drew  only  a  pattycake  fine 
for  his  nolo  contendere  plea  for  looting 
his  company.  He  was  found  guilty  on 
additional  charges  in  1979  but  still 
stayed  clear  of  jail.  Two  years  ago  a 
Nevada  court  dissolved  Westgate,  af- 
ter it  had  been  in  Chapter  10  for  eight 
years,  and  its  6,000  stockholders  got 
$28.25  a  share  for  2  million  outstand- 
ing shares  (Forbes,  Follow-Through, 
June  21,  1982) — not  bad  if  inflation 
and  lost  dividends  were  ignored. 

Last  month  Smith,  85,  began  serv- 
ing a  one-year  term  in  the  San  Diego 
county  jail  for  his  1979  conviction  for 
grand  theft  in  the  embezzlement  of 
$8.9  million  from  a  company  he  con- 
trolled, and  for  two  counts  of  Califor- 
nia income  tax  evasion. 


The  telltale  hand 

Last  year  hundreds  of  U.S.  companies 
were  using  handwriting  analysis  to 
help  in  hiring  and  promoting.  Gra- 
phology— determining  personality 
and  aptitudes  by  the  way  a  person 
dots  an  "i"  and  crosses  a  "t" — had 
long  been  used  in  Europe.  In  the  U.S. 
it  had  ranked  with  reading  tea  leaves, 


but  more  and  more  companies  were 
beginning  to  use  it  to  screen  prospec- 
tive employees  (Forbes,  May  9,  1983). 

Still,  graphology  has  plenty  of 
room  for  growth  here,  and  an  Israeli 
businesswoman,  apparently  well  re- 
spected by  her  countrymen,  hopes 
to  benefit.  For  12  years  Anna  Koren, 
38,  has  been  reading  between  the 
lines  of  job  applications  for  400  Is- 
raeli companies,  the  Israeli  army 
and  the  Jerusalem  government.  She 
claims  she  can  learn  anyone's  psy- 
chological makeup  through  dozens 
of  "handwriting  signs" — the  slant  of 
their  letters,  space  between  words, 
size,  variation  of  margins,  etc. 

"This  is  more  scientific  than  psy- 
chology, based  on  logic,"  she  says  of 
her  work,  noting  that  it  takes  up  to 
three  hours  to  complete  an  in-depth 
analysis.  It  is  also  costly.  For  busi- 
nesses Koren  charges  $20  to  $400  per 
handwriting  analysis.  (The  big  ticket 
is  for  executive  placement,  where  she 
looks  for  50  or  so  personality  traits.) 
Private  clients  pay  more — from  $300 
to  $700 — "because  you  are  also  deal- 
ing with  the  emotional  field." 

A  major  New  York  City  hospital 
plans   to  study  Koren's   techniques,  i 
she  says.  When  she  opens  in  New  i 
York  next  year,  she  claims  she  will 
have  at  least  six  of  the  largest  U.S.  i 
companies  among  her  clients.  Which 
ones?  Only  your  graphologist  knows. 

Codes  for  carmakers 

Years  of  trial  and  error  preceded  the 
wide  acceptance  of  bar  codes,  those 
computer-read  squibbles  on  cans  and 
packages,  even  in  the  supermarkets 
they  were  designed  to  serve.  Now  not 
only  have  the  grocery  chains  em- 
braced them,  but  so  have  other  heavy 
hitters.  The  Pentagon,  the  health  care 
industry  and  the  automakers  are 
adopting  the  Universal  Product  Code, 
the  system's  formal  name  (Forbes, 
Follow-Through,  July  30). 

Detroit  started  two  years  ago  when 
the  Automobile  Industry  Action 
Group  launched  a  missionary  effort  to 
standardize  symbology  for  bar  codes. 
The  idea  was  to  bring  more  order  to  an 
industry  that  includes  150  manufac- 
turing plants,  20,000  suppliers  and  a 
million  kinds  of  parts.  General  Mo- 
tors is  now  finishing  a  $300  million 
project,  Buick  City,  in  Flint,  Mich., 
where  bar  coding  is  the  watchword. 

Herbert  Stone,  the  26-year  GM  vet- 
eran who  has  run  the  project  since 
March  1983,  says  bar  coding  is  one 
key  to  Buick  City.  Without  it,  Stone 
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and  his  fellow  planners  could  never 
have  created  the  1.5-million-square- 
foot  plant  that  will  take  in  sheet  met- 
al and  roll  out  10  Buicks  and  Oldsmo- 
biles  a  day  by  next  August,  and  even- 
tually, 75  an  hour.  The  project  started 
when  GM  decided  to  scrap  the  Flint 
plant  that  had  been  assembling 
Buicks  since  1906  (Stone  says  it  was 
part  of  the  problem).  With  8,000  jobs 
at  stake — and  the  highest  unemploy- 
ment rate  of  any  major  U.S.  city — 
Flint  was  desperate.  The  plant's  man- 
agement proposed  almost  two  dozen 
car-assembly  ideas  to  GM.  It  finally 
accepted  the  Buick  City  plan  to  make 
two  bread-and-butter  cars. 

Michigan-born  Herbert  Stone  is  as 
American  as  the  flag,  but  any  Japanese 
manager  visiting  Buick  City  would 
;feel  at  home,  fust-in-time  inventory,  a 
Ifapanese  invention,  is  the  rule.  The 
plant  will  operate  with  only  an  eight- 
!hour  supply  of  parts,  using  a  computer 
to  handle  the  split-second  sorting. 
That's  why  bar  coding  is  a  key.  An- 
other Japanese  touch  is  that  the  new 
GM  plant  will  be  the  first  in  the  coun- 
try, Stone  says,  to  use  100%-return- 
'able  containers  (also  bar  coded)  for  the 
cornucopia  of  parts  it  will  need.  GM 
will  buy  and  own  these.  The  Japanese 
'came  up  with  this  idea  because  in 
ptheir  crowded  islands  they  had  no 
jroom  for  the  mountains  of  waste  card- 
jboard  an  auto  plant  generates  daily. 
(And  like  the  Japanese,  GM  also  has 
raeen  nudging  suppliers  to  resettle 
near  the  new  Flint  center.  (Stone  pre- 
fers to  call  it  "encouraging.") 

Stone  thinks  one  distinctive  touch 
Bt  Buick  City  is  that  body  stamping 
will  be  done  at  an  in-plant  body  shop. 
:  This  is  also  done  in-house  at  the  Nis- 
jisan  truck  plant  in  Tennessee  and 
Honda's  car  plant  in  Ohio.)  Stone 
boasts  of  the  efficiency  that  brings. 
(Today,"  he  says,  "we  handle  a  fender 
*J2  times,  move  the  parts  8,000  feet 
'ind  maintain  a  ten-day  inventory." 
Buick  City  will  use  six  handling  oper- 
ations, move  the  parts  140  feet  and 
keep  only  an  eight-hour  parts  supply. 
The  plant  will  have  only  10  repair 
rDays  for  quick  fixes  instead  of  the 
current  72.  And  if  1 1  cars  come  off  the 
kine  with  problems?  "I  don't  care 
■about  the  eleventh  car,"  Stone  says. 
i'The  idea  is  to  do  the  job  right  the 
irst  time."  The  operation  will  also 
eliminate  the  need  for  inspectors  who 
used  to  check  for  faulty  parts  ("You 
;'ely  on  the  supplier  to  ship  only  per- 
fect products,"  Stone  says). 

The  acid  test  for  Herbert  Stone, 
GM,  Flint  and  their  whole  bar-coded 
operation  will  come  next  summer, 
«vhen  the  new  cars  begin  to  roll. 
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Readers  Say 


Worried  about  deficits 

Sir:  Your  attempt  to  belittle  the  seri- 
ousness of  the  budget  deficit  and  our 
growing,  mountain  of  national  debt 
was  way  off  base  (Nov.  19). 

Even  if  the  government's  accounts 
were  adjusted  to  differentiate  be- 
tween [capital  and  expenses],  the  ma- 
jority of  the  government's  heavy  bor- 
rowing was  used  to  pay  for  current 
operating  expenses. 

The  article  contends  we  should  ad- 
just our  spiraling  national  indebted- 
ness for  inflation.  Although  Ameri- 
cans would  be  paying  back  govern- 
ment debt  in  "cheaper  dollars,"  the 
purchasing  power  of  their  incomes 
and  savings  would  also  be  "cheap- 
ened," offsetting  any  "savings." 

Over  time,  we  will  be  unable  to 
avoid  the  reality  of  having  both  to  cut 
spending  and  raise  taxes. 
— Richard  A.  Snelling 
Governor  of  Vermont 
Sbelburne,  Vt. 

Sir:  If  the  U.S.  government's  deficits 
were  scrutinized  the  way  examiners 
pore  over  banks'  loans  to  farmers  and 
the  farmers'  balance  sheets,  the  U.S. 
government  would  have  been  fore- 
closed on  and  an  auction  would  have 
been  held  three  years  ago. 
— Roger  D.  Ahrenbolz 
Vice  President, 
Prinsburg  State  Bank 
Prinsburg,  Minn. 


Forbes  fan 

Sir:  I  enjoyed  the  editorials  ("What 
Shultz  Is  Trying  To  Say  About  Over- 
seas  Terrorists,"   and   "Speaking   of 
Shultz,  We  Rejoice  He's  Agreed  to 
stay  Secretary  of  State, "  Fact  a?id  Com- 
ment, Dec.  3)  and  the  rest  of  Forbes. 
— George  P.  Shultz 
Secretary  of  State 
Washington,  DC. 


Answers 

Sir:  Re  the  Boston  Safe  Deposit  and 
Trust  Company  ad  that  puzzled  you 
(Pact  and  Comment,  Nov.  5).  It  was  de- 
signed and  written  for  business  people 
and  business-minded  people,  hence 
the  hat,  business  suit  and  briefcase. 
Hence,  also,  the  arrow  pointing  up- 
ward: gains  being  made.  But  move- 
ment needs  direction.  Therefore,  "Do 
you  know  where  you're  going?" 
"Are  you  already  there?"  Translat- 
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ed,  "Have  you  got  loot  we  can  store  or 
invest,  or  in  some  other  way  manipu- 
late for  you  so  we  can  make  a  couple 
of  bucks?" 
— Lance  E.  Mason  Jr. 
Santa  Barbara,  Calif. 


Do  you  know 
where  you're  going? 

Are  you 
already  there? 

Boston  Safe  Deposit 
and  Trust  Company 

• 

• 

• 

• 

• 

• 

^5 
• 

4 

• 

At* 

Not  surprising 

Sir:  Re  your  compliment  about  my 
good  sense  ("Claiming  To  Be  On 
God's  Side  Or  Having  Him,"  Pact  and 
Comment.  Oct.  8).  I  hope,  as  you  read 
other  things  I  say  in  the  coming 
months,  that  you  will  decide  that  I'm 
not  really  that  surprising  a  source. 

I    shall    read    your    commentary 
more — shall  we  say — religiously. 
— Ted  Kennedy  (D-Mass.) 
U.S.  Senate 
Washington.  DC. 


Hard  knocks 

Sir:  Re  "The  M.B.A.  Mills"  (Careers, 
Nov.  19).  Some  of  our  nation's  greatest 
business  tycoons  never  finished  high 
school.  Perhaps  we  need  fewer  the- 
ories and  more  application  of  basics 
and  common  sense,  e.g.,  assets  should 
always  be  more  than  liabilities. 
— Eve  J  Blohm 
New  York,  NY. 


Good  birds 

Sir:  In  answer  to  your  question,  "Are 
there  no  old-fashioned  yard  birds 
left?"  ("If  Mr.  Perdue  Were  As  Full  Of 
Fat  As  His  Chickens,"  Pact  and  Com- 
ment, Dec.  3):  Yes,  there  are  old-fash- 
ioned yard  birds  left.  We  ran  in  our 
Dining  Guide  a  piece  about  Milton 
Tsitsera,  who  raises  organically  fed 


chickens.  After  tasting  his  chicken,  I 

can  no  longer  eat  Perdue 's — or  any 

other  commercially  raised  stock. 

— -Joanne  Michaels 

Editor-in-Chief, 

Hudson  Valley 

Woodstock,  NY. 

Sir:  Yes,  but  not  on  a  massive  scale  of 

a  Perdue.  I  would  like  to  recommend 

our  chicken  for  consideration. 

— Michael  T.  Morris 

Chairman, 

C.F.  Manbeck  Inc. 

Fredericksburg,  Pa. 

Sir:  Yes,  but  unfortunately  for  us  they 

are  in  France.  The  chickens  from  the 

Bresse  region  of  France,  just  northeast 

of  Lyons,  are  considered  the  world's 

best.  They  are  meaty,  tender  and  soft, 

nothing  chemical  goes  in. 

— Daniel  R.  Friedman 

Editor, 

La  Belle  France 

Charlottesville,  Va. 

Sir:  I  am  a  converted  yuppie.  We  raise 
chickens  for  the  love  of  good  eating. 
— Doug  Johnson 
Lodi,  Ohio 

Sir:  Next  year  you  might  try  a  Minne- 
sota turkey  yard  bird  instead  of  Mr. 
Perdue's  chicken. 
— Lester  A.  Wilseyjr. 
St.  Paul,  Minn. 


Raw  eggs 

Sir:  Re  your  remarks  on  sushi:  ".  .  .  to 
me,  raw  fish  is  raw  fish  is  raw  fish  is 
raw  fish"  (Fact  and  Comment,  Nov.  5).  I  I 
wonder  if  you  enjoy  fresh,  raw  fish 
eggs:  caviar? 
— Robbie  Vorhaus 
New  York,  NY. 

Yes—  MSF 


We  have  it,  too 

Sir:  Absent  from  the  article  "Wa- 
tered-down pep  rallies"  (Sept.  24)  was 
the  New  England  region.  Dam-con- 
trolled wilderness  rivers  in  Maine  and 
New  Hampshire  feature  class  III  to  V 
white  water  from  May  through  Sep- 
tember. Maine's  Kennebec  and  Pe- 
nobscot rivers  rival  anything  in  the 
country  for  big  white-water  rafting. 
—Hilary  McComb 
Center  Conway,  NIL 
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flTO  DO 

SOMEONE 
INDSOUT 
OW  MUCH  YOU 

ICROFILM 

RINTSARE 

COSTING. 


Looking  for  a  new  job  really 
n't  the  answer.  Switching  to  a 
pnon  plain  paper  reader/printer  is. 

You  see,  if  you're  using  expen- 
se coated  paper  to  make  your 
tints,  they  may  be  costing  as  much 
j  tO*  each.  But  the  same  prints 
jade  on  a  Canon  NP-580  cost  just 
[out  2*  each.  A  big  difference. 

Of  course,  if  saving  money 
lesn't  interest  you,  at  least  consider 
s:  microfilm  prints  made  on  plain 
j.per  are  always  clear  and  legible, 
•in  you  say  the  same  for  your  prints? 


Even  if  you're  using  a  compact 
electrostatic  reader/printer  because 
you  think  it's  economical,  you  should 
consider  the  economy  of  our  com- 
pact PC-70.  It  makes  prints  on  plain 
paper.  Yet  costs  no  more  to  buy  and 
operate  than  that  coated  paper  elec- 
trostatic reader/printer  you  think  is  so 
economical* 

Why  not  find  out  more.  Call  toll 
free  1-800-648-5000  ext.330  or  see 
a  Canon  Micrographics  dealer  and 
ask  him  some  very  pointed  questions. 
Before  someone  asks  you  some. 


NP-580 


PC-70 


Cation 

MICROGRAPHICS 


READER  PRINTER 


Making  the  very  best  out  of  a  small  thing. 


j»  U.S.A.,  Inc.,  New  York  Office/Headquarters  One  Canon  Plaza.  Lake  Success.  NY  1 1042    Atlanta  Office  6380  Peachtree  Industrial  Blvd.,  Norcross,  GA  30071     Chicago  Office  140  Industrial  Drive.  Elmhurst,  IL  60126 
iis  Office  2035  Royal  Lade  #290.  Dallas,  TX  75229    Los  Angeles  Office  123  Paularmo  Avenue  East.  Costa  Mesa,  CA  92626    Canon  Government  Marketing  Center  5701  General  Washington  Drive,  Alexandria.  VA  22312 

•Comparison  based  upon  manufacturers  suggested  retail  prices  and  approximated  paper/toner  costs     c  1964  Canon  u  S  A   inc 


"I  Hate  to  Wait!" 
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Avis  Knows 
Even  TheNicest  Guys  Can  Get  Ugly 
Waiting  For  A  Rent  A  Car. 


1  hat's  why  we  invented  the 
Avis  Wizard  Number.  It  puts 
all  your  renting  information 
right  at  our  fingertips  so  we  can  reserve 
a  car  for  you  in  just  over  a  minute. 

The  Avis  Wizard  System. 
A  faster  way  to  rent  a  car. 

When  you  make  a 
reservation  with  a  Wizard 
Number,  you  can  bypass 
car  rental  counters  at 
major  U.S.  airports. 
Just  go  straight 


from  your  plane  to  an  Avis  Express  bus 
that  delivers  you  directly  to  our  lot, 
where  your  car  and  contract  are  waiting. 
We're  trying  harder  than  ever  to  save 
you  time,  from  reservation  to  return.  So 
call  Avis  at  1-800-331-1212  to  apply  for 
an  Avis  Wizard  Number.  And 
V     see  how  much  faster  it  makes 
renting  a  car. 

We  try  harder.  Faster. 


AVIS 


Avis  features  GM  airs. 
Oldsmobile  Cutlass  Supreme. 

)  1984  Avis  Rent  A  Car  System.  Inc.  Avis* 


"With  all  thy  getting  get  understanding' 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


REAGAN  AND  THE  NEW  YORK  TIMES  SHARE  SAME  QUANDARY 


Somber  editorial  writers  persistently  berate  the  Reagan 
Administration  deficit.  President  Reagan  doesn't  like  it, 
either. 

But  he  thinks  tax  cuts  spur  revenues,  and  he  doesn't 
think  that  we  can  afford  not  to  spend  hugely  more  on 
defense. 

Methinks  it  could  be  properly  called  a  quandary. 

That  the  New  York  Times  shares  the  same  quandary  was 
evident  when  it  one  day  recently  concluded  the  lead  edito- 
rial with  these  words: 

"Most  experts  agree  on  one  thing:  Washington's  heavy 
borrowing  to  finance  huge  deficits  will  make  all  problems 
worse.  Sustaining  growth  would  require  painful  reduc- 
tions of  the  deficits,  no  matter  who's  elected  next  month." 

And   the   first   paragraph   of   the   very   next   editorial 


began:  "President  Reagan  can  do  for  the  nation's  youth 
what  as  governor  he  once  did  for  the  youth  of  Califor- 
nia— by  signing  the  bill  to  create  the  American  Conser- 
vation Corps. 

"It  promises  productive  jobs  and  invaluable  training  for 
thousands  of  young  people  not  reached  by  other  social 
programs.  It  would  cost  a  relatively  modest  $225  million 
over  three  years." 

I  agree  with  the  Times  on  both  its  points. 

As  I  say,  the  quandary  between  desired  spending  and 
undesired  deficits  is  one  the  President  and  the  New  York 
Times  share  with  thee  and  me. 

The  only  guaranteed  result  of  all  the  new  budget/deficit 
proposals  now  whipping  through  the  fan  is  that  our  quan- 
daries will  magnify  and  multiply. 


TAX  CODE  CHANGES  MAY  NOT  NET 


enough  additional  revenue  for  congressional  spenders  who 
piously  decry  the  national  debt's  gallop. 

But  the  new  changes  certainly  create  horrendous  addi- 
tional revenue  for  unneedy  tax  lawyers,  tax  accountants 
and  the  hordes  of  self-anointed  tax  experts.  Look  at  this 
wee  item  from  Commerce  Clearing  House: 


"Subscribers  to  CCH  Standard  Federal  Tax  Reports  will 
be  receiving  shortly  an  Extra  Edition  to  Report  No.  39, 
dated  Sept.  13,  1984,  which  contains  approximately  3,000 
pages  housed  in  a  special  carton  with  accompanying  in- 
struction for  their  use." 

Can  you  imagine  what  the  next  installment  will  total. 


GOOD  BAKER  LEAVES  WASHINGTON 


There's  a  chance  retiring  Senate  Majority 
Leader  Howard  Baker  will  be  back  in  D.C. 
again,  ably  doing  his  thing — but  he  hopes 
next  time  to  be  at  the  other  end  of  Pennsyl- 
vania Avenue. 

When  he  winds  up  his  third  term  in  a  few 
days  and  leaves  Capitol  Hill — of  his  own 
.volition — it's  not  because  he's  done  with 
public  life.  He's  just  had  enough  at  his  pres- 


ent post.  Baker  has  made  it  clear,  though, 
that  he  will  be  at  the  post  when  the  race 
begins  for  the  Republican  presidential  nomi- 
nation in  1988. 

Based  on  his  first-rate  accomplishments  as 
Senator  and  the  immense  respect  his  fair, 
clear  and  firm  performance  as  Majority  Lead- 
er has  won,  Howard  Baker  will  be  a  measur- 
able contender. 
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NEW  YORK'S  BEST  RESTAURANTS— 1984 


Uncoveiing-discoveiing  the  Best  and  special  from 
among  New  York's  16,000  places  to  eat  is — mostly — 
good  fun.  Except,  of  course,  for  the  periodic  fasting  that 
such  searching  necessitates.  These  Forbes  Starred  are 
the  consensus  choices  of  the  four  restauranting 
Forbeses  (sons  Robert,  Christopher,  Timothy — and  Pa). 


Sometimes  we're  asked  why  we  give  such  occasional 
space  to  New  York  restaurants  when  94%  of  Forbes 
readers  are  not  N.Y.C.  residents.  Can  anyone  who  is 
someone  in  business — or  intends  to  be — be  so  and  go 
through  life  without  ever  going  to  New  York!  Either  of 
necessity  or  as  reward  or  en  route! 


•       *       *       * 


Chanterelle 

Claude's 

The  Four  Seasons 

La  Cote  Basque 


La  Grenouille 
Le  Cirque 
Lutece 


Parioli  Romanissimo 
The  Quilted  Giraffe 

"21" 


In  looking  over  the  past,  it  must  say  something  that  the 
list  of  the  very  best  in  this  very  volatile  business  is  the 
least  volatile.  The  gone  are  gone  mostly  because  they 
really  are.  Not  many  have  a  lingering  descent.  To  be  the 
very  best  indeed  involves  the  proverbial  blood,  sweat  and 


tears,  but  more  than  that — unmitigated  dedication,  excep- 
tional acumen  and  knowing  where,  who,  how  to  cover  the 
loss  of  superchefs  to  death  or  tantrum  departures. 

The  Big  Apple's  lucky.  No  city — and  that  includes  Par- 
is— has  more,  so  varied  and  so  good. 


*       •       • 


Christ  Cella 
The  Four  Seasons  Grill 
Gloucester  House 
II  Nido 


La  Caravelle 
La  Reserve 
La  Tulipe 
Le  Chantilly 


Le  Cygne 
Le  Lavandou 
Le  Perigord  Park 
Le  Regence 


Maurice 
Nippon 
Vienna  '79 


Unlike  the  Fours,  Forbes'  Three  Stars  usually  are  volatile. 
One  is  re-upped  (Quilted  Giraffe);  three  are  dropped  (The 
Coach  House,  Trastevere,  Quo  Vadis);  two  are  new  (Le 
Perigord  Park,  Plaza  Athenee's  Le  Regence).  Christ  Cella — 

every  place  has  steakhouses,  and  95%  of  them  butcher  the 
stuff  in  the  cooking.  This  continues  to  be  the  best  among 
the  really  good  ones.  Most  major  U.S.  seaports  have  better 
fish  houses  than  this  great  harbor.  Gloucester  House  is  a 
happy  exception.  I  wish  every  restaurant  prof  erring  'em 


could  do  fried  onion  rings  and  zucchini  chips  as  well. 
Italian  places  of  every  variation  come  and  go  in  the  largest 
quantities  of  any  ethnics.  So  it's  surprising  so  few  are 
superior.  II  Nido's  one.  Since  Le  Cygne  moved  next  door, 
it's  offered  fewer  choices,  though  most  of  those  are  on  a  par 
with  its  glorious  past.  New  York's  blessed  with  many — 
and  many  good — Japanese  restaurants,  but  there's  none 
better  than  Nippon.  Old  money  continues  quietly  enjoying 
Le  Perigord  Park's  delicious  dishes  served  in  dignity. 


Special 


Andree's  Mediter- 
ranean Cuisine 
Benihana 
Cafe  des  Artistes 
Cafe  Luxembourg 
Cafe  Seiyoken 


DeMarco 
Hard  Rock  Cafe 
Le  Steak 
Mortimer's 
Oyster  Bar 
Pig  Heaven 


Primavera 
Rainbow  Room 
River  Cafe 
The  Saloon 
Serendipity  3 
Soho  Charcuterie 


Tamu 
Tavern  on  the 

Green 
Windows  on  the 

World 


Here's  a  group  where  excitement  reigns.  There  are  nine 
new,  four  out  and  one  upped.  A  "Special"  really  has  to  be 
just  that.  For  views  and  decors  that  dazzle,  if  you've  never 
been,  you've  not  seen  the  likes  of  The  Rainbow  Room,  The 
River  Cafe,  Tavern  on  the  Green  and  Windows  on  the 
World.  The  food  may  not  be  memorable,  but  the  same  can 
be  said  of  other  famous  views,  from  the  Grand  Canyon  to 
the  Pyramids  or  Mount  Everest.  For  zip-a-dee-doo-dah  in 
decor  and  zip-a-dee-ay  in  food,  there  are  such  as  Pig  Heaven, 
a  pink  cloud  haven  for  sprightly  as  well  as  familiar  Chinese 
dishes.  For  sheer  zest  and  a  wonderful  taste  of  the  food  and 
dinsome  rock  that  turns  on  our  Young,  you  must  go  to  the 
Hard  Rock  Cafe.  It's  the  most  extraordinary  restaurant 
success  in  this  or  any  other  city  in  years.  Though  there's  no 
way  the  menu  at  Cafe  des  Artistes  can  be  as  delectable  as 


Howard  Chandler  Christy's  famed  mural  morsels,  it's  get- 
ting good.  Ethnic  edibles  often  aren't  if  you  aren't:  Andree's 
Mediterranean  Cuisine  is  what  it  says,  and  verges  on  stars; 
Tamu  is  the  only  rijsttafel  game  in  town  and  they  play  it 
very  well,  with  a  very  modest  admission;  Benihana  is  still 
Benihana,  and  that  is  high  praise)  if  you  think  there's  never 
been  a  Japanese  brasserie  in  Japan,  you're  probably  right,  but 
New  York  has  a  fun  one,  Cafe  Seiyoken;  DeMarco  joins 
Primavera  (now  in  a  larger,  very  handsome  place,  doors  up 
from  the  old  one)  as  Italian  goodies;  and  for  unique  French 
accents  there  are  Soho  Charcuterie  and  that  maximizer  of  le 
minimal,  Le  Steak.  For  ethnic  American — the  most  abused 
word  in  restaurantese  these  days — the  Big  Apple's  prime 
examples  include  The  Saloon,  Mortimer's,  Cafe  Luxem- 
bourg, Serendipity  3  and  The  Oyster  Bar. 
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AULD  ACQUAINTANCE  NOT  FORGOT 

The  opening  line  of  that  most  famed  Scottish  song  was  your  Mom  gave  us  at  their  home  that  summer, 
brought  to  mind  by  this  touchingly  reminiscent  letter        "I  have  kept  them  all  these  years,  but  now  at  78,  it  is  all 

received  recently:  downhill. 

"I  worked  for  your  Dad  years  ago  and  have  these  pictures        "Your  Dad  was  the  greatest  man. 
of  a  Christmas  party  he  gave  us  (1926),  and  a  picnic  he  and         "Sincerely,  Rebecca  McMahon" 


Christmas,  1926;  (circled)  Bruce,  B.C.  and  Adelaide  Forbes 


TjUt-aJ: 


^-^^  <4-«~Jv>    -£^; 


AT  THE  NEXT  TABLE  IN  ONE  OF  THOSE  RESTAURANTS 

where  the  guests  are  as  plushly  upholstered  as  the  banquettes, 
said  the  customer  to  the  Captain  after  reading  the  menu  from 
right  to  left:    "We  came  here  to  eat,   not  buy  the  place." 


YOU  HAVE  TO  BE  A  NOBODY 

not  to  realize  everybody's  somebody. 


HOW  WOULD  YOU  KNOW 

what  happiness  is  if  you'd  never  been  otherwise? 


BOOKS 


•  The  Art  Dealers — by  Laura  de 
Coppet  and  Alan  Jones  (Clarkson 
N.  Potter,  Inc.,  $24.95).  Here  many 
of  the  most  Successful  and/or 
Known  Name  art  dealers  of  our 
time  tell  how  they  got  that  way 
selling  whom.  Very  interesting  ob- 
servations from  a  group — dealers — 
Iwhose  eyes  for  the  market  haven't  suffered  from  ears  that 
pre  constantly  boxed  by  creators,  critics  and  clients. 

Excerpts:  There  has  always  been  a  certain  wealthy  clien- 
tele that  buys  art  on  Fifty  seventh  Street.  They  tend  to  go 
shopping  after  lunch,  and  if  they  happen  to  shop  for  art 
rather  than  gloves,  it's  because  gloves  are  out  and  art  is  in. 
iThepeople  who  care  about  contemporary  art  go  to  Soho. — 
Charles  Cowles .  .  .  Every  public  school  should  have  an  art 
teacher,  in  my  opinion;  why  shouldn't  the  butcher,  the 
baker,  and  the  candlestickmaker  take  part  in  the  experi- 
ence of  art!  .  .  .  Art  is  the  record  of  mankind,  what  man  felt 
\about  his  world.  We  are  in  such  an  industrialized,  techno- 
logical society  that  it  is  all  in  the  head,  instead  of  the  heart. 
1  have  the  greatest  belief  in  what  art  embodies;  it's  what 
hou  feel  that  will  save  the  world,  not  the  brain,  which  is  so 
hruel,  so  rational.  .  .  .  When  I  started  my  gallery,  nearly  all 
[art  dealers  were  women.  I  think  women  are  more  creative- 
ly oriented  than  the  male  dealers,  who  are  all  money, 
money,  money.  That's  the  first  male  consideration.  My 
prst  thought:  Is  the  artist  any  good!  If  he's  good  anddoesn  't 
peZJ,  that  doesn't  change  my  faith  in  him.— Betty  Parsons 


•  Archduke  of  Sarajevo — by  Gor- 
don Brook-Shepherd  (Little,  Brown 
&  Co.,  $19.95).  It's  hard  to  write  a 
fascinating  or  significant  book  about 
a  man  whose  only  significance  and 
fascination  was  his  assassination — 
which  rang  up  the  curtain  on  WW  I. 
It's  hard  to  make  this  dull  fellow 
interesting,  and  the  author  hasn't. 


ARCHDUKE 

OF 

SARAJEVO 

F unit  faiimmid 


Gordon  Brook-Slu^u-td 


Excerpts:  It  was  Prince  Eugeneof Savoy 'srelief army  which, 
in  1683,  had  driven  the  Turkish  janissaries  from  thegates  of 
Vienna  and  subsequently  put  them  to  flight  for  good.  All 
Christian  Europe  breathed  again,  and  the  joy  of  the  Habs- 
burg  Monarchy  flowed  out  in  sculpture  and  gold  leaf.  The 
disciplined  extravaganza  of  baroque  was  born  from  that 
victory,  and  Prince  Eugene's  creation  [Belvedere]  became 
one  of  its  masterpieces.  His  elaborate  coat-of-arms,  chis- 
elled in  stone,  still  crowns  the  entrance.  .  .  .  Franz  Ferdi- 
nand [went  with]  his  wife  to  Welbeck  Abbey  for  a  week's 
'superb  shooting' with  theDukeof  Portland.  The  shooting  at 
Welbeck  also  produced,  among  the  excellent  sport,  an 
alarming  incident  which  nearly  cost  the  Archduke  his  life. 
There  was  deep  snow  on  the  ground,  and  after  a  rise  of 
pheasants  one  of  the  loaders  tripped  and  fell,  discharging 
both  barrels  of  the  gun  he  was  carrying.  The  shot  whistled 
past  within  a  few  feet  of  the  host  and  his  guest  of  honour.  T 
have  often  wondered,'  pondered  the  Duke  in  later  years, 
'whether  the  Great  War  might  not  have  been  averted,  or  at 
leastpostponed.hadtheArchdukemethisdeaththen.  .  .  .' 


fcnsRFS  nfrPMRtP  ,i    ioa„ 
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Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editors  mind.  -MSF 


Cut— But  Not  Me 

The  strong  emphasis  on  the  need  to 
rein  in  relentless  increases  in  govern- 
ment budgets,  absolutely,  and  as  a 
percent  of  GNP,  is  clearly  in  order. 
With  public  spending  in  such  coun- 
tries as  Belgium,  the  Netherlands  and 
Sweden  equal  to  roughly  65%  of 
GNP,  the  resulting  rigidities  and  in- 
flexibilities are  bound  to  inhibit  their 
adjustment  to  changing  facts  of  life. 
The  public  approves  of  a  balanced 
budget  apparently  only  if  it  can  be 
achieved  without  cutting  spending 
programs  or  increasing  taxes. 

— Paul  W.  McCracken, 

Professor  of  Business  Administration 

University  of  Michigan, 

Wall  Street  Journal 

Protocol  Over  All 

One  night,  when  Franz  Joseph  was 
already  in  his  80s,  he  was  stricken  in 
the  early  hours  by  a  terrible  choking 
fit.  He  rang  for  help  and,  within  min- 
utes, his  personal  physician,  who 
lived  in  the  palace,  hurried  to  his  sov- 
ereign's bedroom.  .  .  .  Realizing  it  was 
an  emergency,  he  had  simply  put  on  a 
dressing  gown,  seized  his  bag  of  medi- 
cines, and  run.  But  the  sight  of  that 
dressing  gown  was  too  much  for  the 
Emperor,  even  in  extremis.  With 
what  might  well  have  been  his  last 
breath,  Franz  Joseph  rose  up  from  his 


pillows  and  angrily  croaked  out  the 
one  word,  "Frack!"  ("tail  coat") — 
thus  indicating  that,  whenever  sum- 
moned to  the  presence,  and  in  what- 
ever circumstances,  the  doctor  was 
expected  to  don  the  formal  garb  pre- 
scribed for  all  civilian  audiences. 

— Archduke  of  Sarajevo, 
by  Gordon  Brook-Shepherd 

Fat-City  Choices 

•  Filet  mignon  has  about  half  the 
calories  of  prime  rib. 

•  Dark  meat  turkey  is  about  40% 
fattier  than  both  white  meat  turkey 
and  dark  meat  chicken. 

•  Honey  has  61  calories  per  table- 
spoon; sugar  only  46. 

•  Four  ounces  of  french  fries  have 
31  calories;  the  same  size  serving  of 
french  fried  onion  rings  has  400. 

•  In  a  baked  potato,  a  tablespoon  of 
sour  cream  has  26  calories;  a  table- 
spoon of  butter  has  102. 

— New  Woman  magazine 

Red  Ears  Too  Full 

I  think  the  pursuance  of  large  num- 
bers of  people  trying  to  acquire  intelli- 
gence in  Washington  is  interesting.  I 
remember  once  a  Soviet  intelligence 
officer's  saying  to  me,  "Your  problem 
and  ours  are  opposite.  Yours  is  scarci- 
ty, ours  is  overabundance.  Everybody 


tells   us   everything,    and   we   don't 
know  who  to  believe." 

—  General  Vernon  Walters 

This  is  a  world  where  sound  travels 

at  the  speed  of  light. 

— Richard  Burt,  Assistant  Secretary 

of  State,  quoted  in  Vanity  Fair 

Corporate  Art 

Our  big  collectors  today  are  corpo- 
rations, which  sounds  beautiful  in 
principle.  But  I  believe  the  best  large 
collections  of  the  past  were  all  built 
by  one  person's  eye.  Unfortunately, 
not  all  corporate  art  advisors  can  use 
their  integrity,  and,  willingly  or  un- 
willingly, act  as  interior  decorators. 
What  will  be  good  on  that  wall?  What 
will  make  the  vice  president  happy? 
That's  a  far  cry  from  building  a  great 
collection. 

— The  Art  Dealers, 

by  Laura  de  Coppet  and  Alan  Jones 


To  do  good  is  noble; 

to  teach  others  to  do  good 

is  nobler,  and  no  trouble. 

— Mark  Twain 


'This  looks  like  a  nice  place. ' 


Now,  Look  Here 

An  editor  at  Forbes  Magazine — that 
typically  accurate  and  professionally! 
done  business  publication — wrote  last 
summer,  "Since  going  from  65-mph 
and  70-mph  state  limits  to  a  national 
55-mph  rule,  traffic  fatality  rates  have 
dropped  from  3.5  per  1 00  million  vehi- 
clemilesin  1975  to2.9in  1982,  with  or 
without  safety  devices,  the  National 
Safety  Council  says." 

Well,  true  enough — as  far  as  it  goes. 
But  the  statement  leaves  us  with  a 
serious  question:  Did  that  editor  not 
know  what  else  the  Council  says,  that 
fatality  rates  dropped  from  18.2  in 
1925  to  3.6  in  1974,  with  no  national 
speed  laws  at  all? 

— Kevin  Smith,  Motor  Trend 

Hot  Diggity  Dog 

The  latest  word  in  disquieting  din- 
ing comes  from  Resto  Chien  in  Nice, 
billed  as  the  world's  first  gourmet  res- 
taurant for  dogs.  In  a  pleasant  Medi- 
terranean setting,  dogs  relax  with 
"Bloody  Doggie"  aperitifs,  move  on  to 
spaghetti  for  dinner  and  finish  up 
with  creme  caramel.  An  acquaintance 
calculates  that  the  $9  tab  per  canine  is 
more  than  one  would  pay  to  eat  a  dog 
at  a  restaurant  in  China. 

—GEO 
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The  T.  Rowe  Price  Realty  Income  Fund  I. 
$5,000  minimum  investment— $2,000  for IRAs. 


T.  Rowe  Price  Realty  Income  Fund  I  is  a  limited 
partnership  which  will  invest  in  commercial 
properties  on  an  all<ash  basis. 

The  General  Partners  of  this  $100,000,000  offering 
are  subsidiaries  of  T.  Rowe  Price  Associates  and 
Coldwell  Banker. 

T.  Rowe  Price  is  one  of  the  oldest  investment 
advisory  firms,  managing  $16  billion  for  800,000 
mutual  fund  and  institutional  investors. 

Coldwell  Banker  is  the  nation's  largest  full- 
service  real  estate  company.  Its  Commercial  Group 
has  already  offered  and  managed  seven  limited 
partnerships  for  institutions. 

If  you  think  you  may  be  interested,  you  should 
act  now.  For  complete  information  and  a  Prospectus 
for  the  T.  Rowe  Price  Realty  Income  Fund  I,  return 
the  coupon  or  call  our  Investment  Service  Specialists 
toll  free:  1-800-638-5660. 


coLouieu. 

BANKeRQ 


Mail  to:  T.  Rowe  Price,  100  East  Pratt  St.,  Baltimore,  MD  21202 

Please  send  my  free  Realty  Income  Fund  I  information  kit  and 
Prospectus  with  complete  details.  I  will  read  it  carefully  before 
I  invest  or  send  money. 

D  Also  send  information  on  how  to  purchase 
Realty  Income  Fund  I  for  my  IRA. 

Name 
Address 


City 
( 


State 


) 


Phone 


Zip 

□  Home  □  Business 
RF128 


This  does  not  constitute  an  offer  to  sell  or  a  solicitation  of  an  offer  to  buy  any  security.  The 
offer  can  be  made  only  by  the  Prospectus,  which  has  been  filed  with  the  Bureau  of  Securities, 
Department  of  Law  and  Public  Safety  ol  the  State  of  New  Jersey  and  the  Department  of  Law 
of  the  State  of  New  York.  Neither  the  Bureau  of  Securities  of  the  State  of  New  Jersey  nor  the 
Attorney  General  of  the  State  of  New  York  has  passed  on  or  endorsed  the  merits  of  this 
offering.  T.  Rowe  Price  Investment  Services,  Inc.,  Distributor. 

T.RoweRicelll 

Invest  With  Confidence  <HJftk 


Commission-free  real  estate  fund:  1-800-638-5660. 


Dynamic  Pittsburg 


. 


^rnkd 


,  i    * 


Youll  find  an  exciting  region,  offering  business  a  rewarding; 
lifestyle  with  cultural  opportunities,  educational  excellence 
and  four-season  recreation.  It  all  comes  together  here. 


Everything  you  need  to  build  a  profitable  business  and 
a  full  and  satisfying  life. ..you'll  find  it  all  in  dynamic 
Pittsburgh. 

Pittsburgh  is  the  third  largest  corporate  headquarters 
city  in  the  country.  It  is  also  a  knowledge  center,  with  a 
major  commitment  to  the  development  of  the  new 
technologies. ..robotics,  computer  software,  micro- 
electronics, artificial  intelligence. 

Resources.  The  region  offers  abundant  energy, 
affordable  land,  venture  capital  and  incentive  financing. 
The  nation's  fourth  largest  banking  center.  A  skilled  labor 
force  enhanced  by  29  colleges  and  universities.  Plus 
numerous  technical  schools. 

Pittsburgh  has  a  lifestyle  which  is  a  pace  setter.  It 
starts  with  the  friendly  people,  and  continues  with 
world-class  symphony,  opera  and  ballet  companies. 


Plus  art  galleries,  museums,  and  lively  theater.  A  variety 
of  fabulous  restaurants  for  every  taste  and  fancy.  The 
lowest  crime  rate  of  any  major  metropolitan  city  in  the 
country.  This  is  where  you  and  your  business  belong. 

We're  ready  to  show  you  why.  Talk  to  us  at  Penn's 
Southwest.  We're  a  full-service,  non-profit,  regional 
economic  development  organization  which  has 
successfully  located  245  other  companies  in  this  region 

We've  got  the  resources  and  experience  to  make 
your  move  an  easy  one. ..everything  from  market 
research  and  financial  incentives  to  personnel  training 
programs,  available  sites  and  buildings.  We  want  to  wo 
with  you.  Call  |ay  D.  Aid  ridge,  Executive  Director,  Penn 
Southwest  Association,  600  Grant  Street,  Pittsburgh, 
PA  15219  (412)  28l-4741,^-| 


Telex  86-6149. 


This  message  sponsored  by  these  major  corporations  in  Pittsburgh:  Aluminum  Company  of  America 

•  Dollar  Savings  Bank*  Duquesne  Light  Company*  Gulf  Oil  Corporation*  H.J.  Heinz  Company 

•  Mellon  Bank*  MSA*  National  Intergroup*  Peoples  Natural  Gas  Company  and  Consolidated 
Natural  Gas  Company*  Pittsburgh  National  Bank*  PPG  Industries*  Union  National  Bank 

•  USAIR  •  U.S.  Steel  Corporation  •  Westinghouse  Electric  Corporation 
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It  all  comes 
together  here. 
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Fact  and  Comment  II 

By  M.S.  Forbes  Jr.,  Deputy  Editor-in-Chief 


A  HOT  PIECE  OF  NEWS  FOR  THE  NEW  YEAR 

Volcker  will  resign  as  chairman  of  the  Federal  Reserve  Board  during  1985,  probably  before  the  fall. 

AN  OSCAR  FOR  AUDACITY 


Oscar  Wyatt  Jr.,  the  controversial,  hard-charging  chair- 
nan  of  Coastal  Corp.,  a  $6  billion  Texas-based  natural 
*as  and  oil-refining  firm,  has  pulled  off  a  breathtaking 
;oup  that  could  end  up  giving  him  ironclad  voting 
ontrol  of  his  publicly  held  company  without  paying  a 
>enny  to  shareholders.  The  cost  was  a  mere 
550,000  for  printing,  postage  and  legal  fees. 
The  maneuver  raises  disturbing  questions 
lbout  shareholder  rights,  questions  that  will 
»et  louder  as  other  CEOs  grasp — and  imi- 
ate — what  Wyatt  has  done. 

Here's  how  Oscar  did  it:  Coastal  sharehold- 
ers were  given  one  share  of  a  new  class  of 
itock,  called  A  common,  for  every  ten  regular 
hares  they  owned.  Class  A  common  would  elect  75%  of 
he  directors,  thereby  controlling  the  corporation.  Share- 
lolders  have  the  right  to  convert  Class  A  common  into 
Existing  Coastal  shares  on  a  one-for-one  basis.  If  they  do, 
the  wily  Wyatt  and  his  fellow  insiders  will  have  75% 
control  of  Coastal. 
!  To  make  sure  shareholders  do  just  that,  Wyatt  made  the 


Class  A  as  unattractive  as  possible.  It  pays  no  dividends.  It 
can't  be  traded  or  transferred.  The  only  way  you  can  get  rid 
of  it  is  to  convert  it  to  regular  common.  If  you  die  with  the 
Class  A  in  your  portfolio,  the  shares  are  automatically 
converted  into  the  regular  low-vote  common. 
Rape  of  the  stockholders? 
If  so,  it  was  done  by  consent.  The  scheme 
was  approved  by  shareholders  last  summer. 

Of  course,  companies  with  two  classes  of 
stock  with  unequal  voting  rights  are  hardly 
without  precedent.  A  number  of  family-domi- 
nated corporations,  such  as  the  Ford  Motor 
Co.,  use  the  device  to  maintain  control. 
Wyatt  has  shown  that  this  stratagem  can  be 
employed  by  any  number  of  publicly  owned  companies  to 
insulate  managers  from  pesky  outsiders. 

As  other  CEOs  imitate  Oscar,  however,  shareholders 
may  not  be  so  compliant. 

If  they  are,  Congress  may  step  in — with  results,  given 
the  law  of  unintended  consequences,  that  the  private 
sector  may  regret. 


WHAT  GIVES  WITH  THE  AMA? 


The  American  Medical  Association  has  long  had  a 
uiack  for  putting  its  worst  foot  forward,  for  appearing 
nore  interested  in  protecting  doctors'  pocketbooks  than 
|he  public  interest.  In  the  mid-1960s,  for  example,  this 
irganization  fought  the  introduction  of  Medicare  in  a  way 
hat  made  it  appear  narrow  and  selfish. 
i  The  AMA  has  done  it  again.  Two  top  officials  are  com- 
plaining about  that  extraordinary  artificial  heart  oper- 
ation. They  deplore  the  publicity.  They  intone  that  it  was 
jvrong  that  the  operation  took  place  in  a  commercial 
tiospital,  as  if  that  somehow  tainted  the  deed.  One  of  these 
"fficials  even  hinted  that  the  operation  was  a  bit  prema- 
ure,  that  "not  all  the  glitches  have  been  solved  through 

nimal  studies." 
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This  kind  of  carping  demeans  the  AMA. 

The  publicity  is  understandable.  The  public  interest  is 
intense.  After  all,  heart  disease  is  still  this  country's 
number  one  killer.  Millions  have  literally  a  vital  stake  in 
progress  here. 

As  for  the  "wrong  setting,"  that  is,  a  commercial  hospi- 
tal, the  fact  is  that  Humana  was  willing  to  finance  the 
implant.  Others  were  not.  The  Food  &  Drug  Administra- 
tion approved  the  operation. 

Could  it  be,  really,  that  the  AMA  fears  that  this  oper- 
ation will  make  the  for-profit  hospitals  more  respectable? 
And  that  because  these  institutions  are  often  better  man- 
aged, doctors  will  lose  their  enormous  hospital  powers  as 
the  for-profits  grow  in  importance? 
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Four  associate  prime  con- 
tractors created  the  world's 
most  sophisticated  airplane, 
with  the  U.S.  Air  Force  as 
overall  systems  manager. 
Rockwell  International  builds 
the  airframe,  General  Electric 
builds  the  engines,  Boeing 
provides  the  offensive  avion- 
ics. And  Eaton's  task  is  to  con- 
ceal the  whole  thing  from  the 
enemy — all  238  tons  of  it. 


So  Eaton  created  a  unique 
defensive  electronics  system 
that  can  detect  and  attach 
priorities  to  hostile  threats  any- 
where in  the  world,  and  direct 
appropriate  jamming  re- 
sponses— in  milliseconds. 

Why  Eaton?  Because  in 
certain  areas  of  electronics, 
we  are  acknowledged  leaders. 
That's  why  we  build  the  micro- 
wave landing  system  for  the 
space  shuttle.  And  why  we 
supply  more  air  traffic  control 
processing  and  display  sys- 
tems than  any  other  company 
in  the  world. 


You  may  know  Eaton  be< 
as  a  major  supplier  of  state-< 
the-art  components  for  til 
automotive  and  industrial  s&\ 
tors.  Which  we  are.  But  Eatt 
is  also  a  major  participant 
the  exciting  business  of  nig 
technology  electronics.  Eat< 
Corporation,  Eaton  Centi 
Cleveland,  Ohio  44114. 
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Edited  by  Howard  Banks 


What's  Ahead  for  Business 


Painful  times 
down  on 
the  farm 


Leveraged  hopes, 
mortgaged  futures 


Hope  hangs 

on  a  series 

of  "ifs" 


GETTING  BELTED  IN  THE  FARM  BELT 

Net  cash  income  for  farmers  in  1985  is  now  expected  by  the 
Agriculture  Department  to  be  down  by  a  fifth  from  the  1983  peak. 

If  so,  it  will  be  a  case  of  small  thanks  for  large  favors.  An  increase  in 
output  in  1985 — the  expectation  is  4%  or  so — would  come  on  top  of  a 
26%  increase  in  crop  output  in  1984,  as  farmers  worked  the  75  million 
acres  (25%  of  the  total)  idled  in  1983  by  the  payment-in-kind  program. 

Prices  are  expected  to  continue  to  fall,  perhaps  by  4%  in  1985.  By  this 
November  they  had  already  fallen  about  6%  from  their  peak  in  May. 

Hardest  hit  are  exports  of  grains  like  wheat  and  corn,  soybeans  and,  to 
some  extent,  even  usually  dependable  rice  and  cotton  crops.  Harvests 
in  Europe  and  Asia  were  good,  too,  and  foreign  farmers,  aided  by  the 
strong  dollar,  are  undercutting  U.S.  prices. 

As  a  result,  about  one  U.S.  farmer  in  ten  now  has  cash  flow  troubles. 

Those  in  trouble  are  all  highly  leveraged,  having  borrowed  heavily  to 
pay  inflated  land  prices.  They  were  encouraged  in  the  risk  by  the  1981 
Tax  Act's  accelerated  depreciation  rules  and  by  the  expectation,  now 
dashed,  that  U.S.  farm  exports  would  continue  to  grow  rapidly. 

In  the  late  1970s,  developing  countries,  especially  in  Latin  America, 
took  up  to  one-third  of  U.S.  farm  exports — on  borrowed  dollars  Now 
those  countries  export  food  to  help  service  their  debt. 

What's  bad  for  farmers,  of  course,  has  its  good  side  for  the  rest  of 
the  economy.  Food  prices  are  no  threat  to  domestic  inflation.  But  that 
will  last  only  so  long.  If  one-tenth  of  U.S.  farms  are  in  trouble  and  a 
large  number  of  these  actually  go  broke,  the  economy  in  general  will 
pay  a  price — in  unsold  combines,  and  in  bankruptcies  for  small  farm- 
belt  banks  and  farm-equipment  makers. 

Improvement  depends  on  several  important  ifs — if  interest  rates  were 
to  fall,  if  the  dollar  were  to  slide  a  bit,  if  there  were  strong  economic 
growth  elsewhere  in  the  world.  But  what's  also  needed  is  a  significant 
cut  in  the  cost  of  farming — meaning  a  deflation  in  farmland  prices.  The 
farm  sector  has  to  go  through  its  version  of  the  cost  reduction  that 
manufacturing  underwent  during  the  recession. 

In  these  circumstances  it  will  be  nearly  impossible  to  push  the  pro- 
posed plan  to  cut  farm  supports,  maybe  by  half,  to  trim  the  deficit. 
Already  there's  talk  of  capital  injections  to  ease  the  transition  period. 

Farmers  have  yet  to  be  heard  much  from  on  the  Agriculture  Depart- 
ment's price-support  cuts.  But  an  indication  of  what  can  be  expected 
comes  from  manufacturers'  shouts  about  the  Treasury's  proposal  to 
end  their  investment  tax  credits  and  accelerated  depreciation. 

For  both  farmers  and  manufacturers  it's  the  same  problem:  If  the  pain 
of  transition  is  too  high  (to  market-based  price  supports,  or  to  a  neutral 
tax  package),  then  you  can  forget  reform. 
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The  Forbes  Index 


Current  168.0 

Previous  168.8 

Percent  change      -0.5 
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The  slowdown  is  real.  The  Forbes  Index  again  registered  a 
0.5%  decline.  The  culprit  is  a  0.9%  rise  in  manufacturers' 
inventories — to  a  record  high.  In  calculating  the  Forbes 
Index,  the  most  recent  inventory  figure  is  compared  to 
manufacturers'  new  orders  for  the  past  three  months,  and 
current  numbers  show  a  2.3%  decline  in  the  three-month 
moving  average  of  new  orders.  Further  evidence  of  a 


potential  problem  is  inventory  accumulation:  The  latest 
three-month  figure  for  new  orders  is  7.7%  higher  than  the 
three-month  moving  average  figure  of  a  year  ago,  and 
warehouses  are  holding  some  1 1.7%  more  inventory  than 
they  did  then.  New  unemployment  claims  dropped  4.9% 
in  November.  But  if  current  inventory  isn't  sold  soon, 
unemployment  claims  may  begin  to  rise  again. 


The  Forbes  Index  Components 


The  FORBES  Index  is  a  measure  of  US  economic  activity 
composed  of  eight  equally  weighted  elements  Total  in- 
dustrial production,  new  claims  for  unemployment  com- 
pensation, the  cost  of  services  relative  to  all  consumer 
prices,  the  level  of  new  orders  for  durable  goods  com- 
pared with  manufacturers'  inventories,  total  retail  sales, 
new  housing  starts,  personal  income,  total  consumer 
installment  credit. 

To  measure  these  eight  elements,  FORBES  monitors  ten 
series  of  U.S.  government  data  The  last  13  months'  data 
for  each  series  is  presented  at  right. 


Services 


360 


320 

150 

280 

Total  index 

110 

Consumer  price  indexes  |1967  =  1001 
1  all  urban  consumers,  unadjusted  |Dcpt.  of  Labor! 

New  housing  starts  (thousands) 

privately  owned,  unadjusted  |Dept.  of  Commerce] 

150 


140 


1,680 


135 


100 


New  orders 


1,600 


Industrial  production  index  (1967  =  100) 
Seasonally  adjusted  (Federal  Reserve) 


Manufacturers  new  orders  and  inventories 

(Sbillions)  seasonally  (Dept.  of  Commerce) 


Personal  income  (Sbillions)  wage  and  salary  dis- 
bursements, seasonally  adjusted  (Dept.  of  Commerce) 


250 
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350 
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400 


450 


95 


380 


Unemployment  claims  average  for  month 
(thousands)  seasonally  adjusted  (Dept  of  Laborl 


Retail  store  sales  (Sbillions] 

seasonally  adiusted  (Dept.  of  Corrlmerce) 


Consumer  installment  credit  (Sbillions) 
total,  seasonally  adjusted  (Federal  Reserve) 
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A  car  is  only 
as  good  as  its  driver. 


Not  because  the  4000S  is  the  product  of 
over  seven  decades  of  Audi  engineering. 

Not  because  its  dual  diagonal 
braking  system  ensures  balanced  braking 
(even  in  emergencies). 

Or  because  its  refined 
suspension  system  offers 
outstanding  directional 
control.  Or  even  because  its 
new  European  headlights  im- 


prove visibility. 

By  the  same  token,  the  4000S  will  not 
hance  driving  prowess  because  it  darts 
from  0  to  50  in  6.9  seconds.  Or  because  o 
highly  responsive  power- assisted  rack-anc 
pinion  steering. 

The  same  is  true  for  the  precisely  hone< 
front-wheel  drive.  The  orthopedically 
designed  seats  that  keep  you  comfortable 
alert  even  on  long  drives.  And  the  ergonoi 


©1984  Audi 


The  new  Audi  4000S  makes 
you  a  better  one. 


— T     Wk 


:>nment  with  instrumentation  that  does 
;sault  the  eye,  but  rather  appeases  it. 
ese  features,  individually,  will  not  make 
lore  proficient  behind  the  wheel, 
aether,  however,  they  instill  an  intangible 
lusive  quality  called  driver  assurance, 
ility  that  makes  you  a  better  driver.  And 
sw  Audi  4000S  a  better  car. 
e  4000S  is  protected  by  a  2-year 
lited  mileage,  limited  warranty. 


Audi 


And  a  6-year  limited  warranty  against  rust 
perforation.  Your  dealer  has  complete 
information  on  these  warranties.  For  the  one 
nearest  you  call  l-(800)  FOR-AUDI.  Mfr's 
suggested  retail  price  for  the  Audi  4000S  is 
$13,950.  Title,  taxes,  transp.,  registration, 
dealer  delivery  charges  additional. 

There's  an  art  to  making  a  better  car  and 
a  better  driver.  At  Audi  we  call  it  the 
art  of  engineering. 


The  art  of  engineering. 
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magazines?  It's  counting  heavily  on  a  tax 
gimmick  that  may  not  work.  Besides,  it  has 
tried  everything  else. 

Where's 
the  growth? 


By  Harold  Seneker 


Why  is  CBS  overpaying  for  those  Ziff-Davis  jhe  revenue  mimg  and  agam  pass  any 

Why  is  CBS  taking  a  chance?  Call  it 
desperation,  almost.  Growth  is  slow- 
ing or  stopping  in  its  major  businesses. 
At  the  $1.2  billion  (sales)  CBS/Rec- 
ords Group,  revenues  have  been 
stalled  for  five  years  because  the 
growth  is  ending  in  the  record  indus- 
try as  the  below-24  age  group  that 
buys  most  records  shrinks.  CBS  has 
closed  two  record  factories  for  good, 
laid  off  one-quarter  of  the  staff,  count- 
ing factory  workers  (1,800  in  all),  and 
closed  half  the  branch  offices. 

Walter  Yetnikoff,  the  bearded  head 
of  CBS  Records,  led  his  shrunken  divi- 
sion back  to  $109  million  in  profits 
last  year — credit  Michael  Jackson  for 
about  $20  million  of  that— and  $104 
million  in  nine  months  this  year.  Yet- 
nikoff has  done  a  magnificent  job  of 
maximizing  profits  and  picking  stars 
for  CBS,  with  the  androgynous  Boy 
George  and  Culture  Club  band  and 
the  raucous  singer  Cyndi  Lauper  join- 
ing Jackson  this  year  to  produce  rec- 
ord-breaking income.  But  those  gains 
will  be  hard  to  reproduce  year  after 
year  in  this  where's-the-growth  ma- 
ture business. 

At  the  $2.4  billion  (revenues) 
Broadcast  Group,  revenues  keep 
marching  up  a   couple  hundred 
million  every  year.  But  there's  - 
handwriting    on    the    wall.    The . 
number  of  households  watching 
something  goes  up,  but  only  be- 
cause the  number  of  households - 
goes  up.  Cable,  the  independent! 
TV  stations  and  the  fast-growing, 
number  of  videocassette  record- 
ers keep  nibbling  away  at  the 
three  networks'  audience  share, 
now  down  to  74%   and  headed  J 
slowly,  irregularly,  lower. 

This  year  a  stingier  Broadcast 
Group  should  beat  the  old  profits 
record  of  $316.9  million  set  in 
1981.  But  again,  broadcasting  is- 
almost  mature — it  tracks  nomi- 
nal GNP  over  the  long  run  now — I 
and  the  fight  is  to  cut  costs  and 
stay  number  one. 

How  about  CBS/Columbia 
Group,  a  sort  of  miscellaneous 
category?    Forget   it.   Wyman   is* 


It  was  a  dream  come  true,"  Peter 
Derow  tells  Forbes.  As  president 
of  CBS  Inc.'s  publishing  group,  he 
is  most  responsible  for  the  deal  that 
will  give  Ziff-Davis  Publishing  Co. 
$362.5  million  cash  next  month  for  12 
specialty  magazines  such  as  Car  & 
Driver,  Yachting.  Popular  Photogra- 
phy and  Modern  Bride  The  1 2  have 
aftertax  earnings  estimated  at 
$18  million,  so  CBS  is  paying  20 
times  earnings.  Unless  there  is 
tremendous  growth  in  these  mag- 
azines, CBS  is,  in  effect,  getting  a 
5%  return  on  its  money.  Count- 
ing the  interest  on  the  debt  CBS  is 
taking  down  in  Europe  to  pay  for 
them,  that  return  drops  to  under 
3%.  Some  dream. 

Ah,  but  Derow  reveals  that  this 
new  deal  has  a  hidden  tax  gim- 
mick, the  wonders  of  writing  up 
assets  and  writing  them  off.  His 
boss,  Chairman  and  Chief  Execu- 
tive Thomas  Wyman,  happily 
confirms  that  CBS  plans  to  write 
off  half  or  more  of  the  $362.5  mil- 
lion price  inside  three  years.  That 
would  save  nearly  $70  million,  by 
Forbes'  estimate,  in  cash  that 
would  otherwise  go  to  Uncle  Sam 
in  taxes.  How?  Mostly  by  depre- 
ciating intangible  assets,  mainly 
subscription  lists.  This  gimmick, 


it  turns  out,  was  being  talked  up  by 
seller  Ziff-Davis  and  its  investment 
banker  Goldman,  Sachs. 

The  trouble  is,  those  intangible  as- 
sets may  not  be  tax-deductible  at  all 
(see  box,  opposite).  The  law  is  ambigu- 
ous, but  the  most  relevant  IRS  ruling 
sounds  hostile.  CBS'  response:  "We 
are  confident  we  can  meet  the  tests  in 


IB 


Thomas  11.  Wyman,  CBS  Inc.  chairman  and  CEO 
Ask  the  fundamental  questions. 
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putting  the  musical  instruments 
companies  (Steinway  pianos,  Ge- 
meinhardt  flutes  and  piccolos,  and 
others)  on  the  block.  There's  a  bunch 
of  toy  companies  that  brought  CBS  a 
red-ink  bath  in  videogames  last  year 
in  the  U.S.  and  another  hit  in  Europe 
this  year,  and  a  successful  patent  law- 
suit against  Ideal  Toys  that  might  cost 
about  as  much  as  CBS  paid  for  Ideal  in 
the  first  place.  Toys  may  not  be 
around  long,  either. 

That  CBS  earnings  are  maybe  $7.50 
a  share  this  year,  up  from  $3.95  a 
share  back  in  1982,  is  more  Tom  Wy- 
man's  good  housekeeping  than 
growth.  He  was  brought  in  to  run  CBS 
in  1980.  Wyman,  who  had  been  at 
Polaroid  and  Pillsbury  and  was  on  the 
CBS  board,  won  CBS  founder  William 
Paley's  confidence.  For  two  years, 
through  April  1983,  Paley  phased  Wy- 
man in. 

Wyman  is  a  big,  slow-speaking  man 
who  makes  an  art  of  self-effacement, 
the  better  to  soothe  others'  egos.  He 
speaks  in  fragments,  but  they  string 
together.  "The  fact  that  someone 
comes  in  from  outside  and  has  to  ask 
fundamental  questions  .  .  .  the  people 
on  the  other  side  find  that  helpful 
...  it  forces  people  to  focus  on  the  real 
essentials.  ..." 

A  result  of  pre-Wyman  "focusing" 
was  spending  on  anything  offering  a 
hope  of  growth:  an  expensive  cable- 
TV  culture  channel,  a  videodisc  plant, 
an  in-house  film  company,  a  paper- 
back-book publisher,  stereo  stores  on 
the  West  Coast.  So  far  these  are  all 
(losers.  Maybe  Wyman's  new  ones,  all 
[off-balance-sheet  ventures,  will  work: 
iCBS/Fox  (see following  story);  TriStar,  a 
[joint  venture  movie  studio;  a  big  vid- 
eotex venture  with  IBM  and  Sears; 
lone-third  of  SportsChannel,  a  pay-TV 
■business;  half  of  a  couple  of  pay-TV 
Inovie  channels.  Then  again,  maybe 
Ithey  won't.  So  CBS  turned  to  good 
■old-fashioned  ink. 

Peter  Derow  describes  the  strategy: 
|v'You  have  a  group  of  readers  enor- 
pnously  interested  in  something  that 
mnvolves  spending  to  indulge  that  in- 
terest, and  advertisers  who  need  an 
fcfficient  means  to  reach  that  audi- 
fcnce.  We're  not  interested  in  any  oth- 
fer  category  of  magazine."  Hence  the 
feiff-Davis  deal.  The  Z-D  magazines 
mie  far  more  than  twice  as  profitable 
lis  the  CBS  magazines.  Derow:  "We 
vant  the  Ziff  people  to  teach  us  how 
o  run  our  business  better." 

However,  the  market  evidently  has 
loubts.  CBS  stock  has  already  fallen 
rom  a  high  of  873/4  to  around  70,  and 
inalysts  are  cutting  their  earnings  es- 
imates.  CBS  has  yet  to  prove  it  can 
$row  fat  on  magazine  publishing.  ■ 
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Do  subscribers  depreciate? 


CBS  figures  it  will  get  back  in 
tax  savings  a  substantial 
part — maybe  $70  million,  Forbes 
reckons — of  the  $362.5  million  it 
will  pay  for  12  Ziff-Davis  maga- 
zines. How?  By  depreciating  the 
subscription  lists,  says  Robert  Wil- 
lens,  tax  partner  at  Peat  Marwick. 

"First  establish  that  you  allocat- 
ed part  of  your  purchase  price  to 
that  asset,"  he  begins,  describing 
the  mechanics.  "Then  you  go 
around  with  the  IRS  about  a  proper 
price.  You  use  outside  appraisers. 

"Then  you  have  to  establish  that 
it  has  a  limited  useful  life,  and  that 
you  can  determine  the  limit.  You 
do  that  with  a  detailed  statistical 
analysis  of  how  long  the  average 
subscriber  stays  with  the  maga- 


zine. Otherwise,  it's  goodwill  and 
is  not  tax-deductible." 

He  goes  on:  "The  IRS  is  sure  to 
challenge  them  on  that  one,  using 
the  mass  asset  theory.  The  IRS  will 
argue  CBS  is  not  buying  particular 
subscribers  per  se,  but  the  list  it- 
self. They  will  argue  that  in  the 
normal  course  of  business  some 
subscribers  drop  off  each  year,  to  be 
replaced  by  new  subscribers,  but 
the  list  itself  exists  as  long  as  the 
magazine  does.  It's  a  mass  asset, 
and  it's  goodwill,  therefore  you 
can't  depreciate  it." 

Will  CBS  win?  Experts  Forbes 
consulted  straddled  the  fence. 
They  say  CBS  might  settle  out  of 
court,  or  litigate  five  or  ten  years 
while  using  the  money. — H.S. 


Once  upon  a  time  a  sharp  oilman  and  a 
shady  commodities  trader  paid  $722  mil- 
lion for  a  Hollywood  film  company.  The 
trader  fled  the  country.  The  oilman  made 
the  film  company  pay  for  itself,  and  more. 

Marvin  Davis 
mortgages  out 


By  Alex  Ben  Block 


T|  hey  said  Marvin  Davis  had 
stars  in  his  eyes  when  he  paid 
$722  million  for  Twentieth  Cen- 
tury-Fox. In  June  1981  the  58-year-old 
garment  manufacturer  turned  oilman 
and  near-billionaire  teamed  up  with 
another  financial  adventurer,  com- 
modities trader  Marc  Rich,  to  pay  just 
over  15  times  1980  earnings  for  the 
big  film  company.  No  way  they  could 
come  out  whole  at  that  price.  They 
must  have  done  the  deal  for  the  glam- 
our of  getting  into  moviemaking. 

But  people  who  thought  that  way 
didn't  know  their  man.  Marvin  Davis 
has  ended  up  owning  the  movie  busi- 
ness for  free.  Liquidating  some  Fox 
assets  and  mortgaging  others,  he  has 
already  realized  more  than  enough  to 
cover  his  original  investment  and  buy 


out  partner  Rich,  now  a  fugitive  from 
justice.  Davis  stands  to  make  over 
$400  million  on  the  deal.  Stars  in  his 
eyes?  Dollar  signs  is  more  like  it. 

There  is  no  secret,  no  magic  to  Da- 
vis' achievement.  Anyone  with  access 
to  credit,  a  nose  for  undervalued  as- 
sets and  a  familiarity  with  mortgaging 
out  can  do  it. 

When  Davis  and  Rich  bought  Fox 
they  put  up  $172  million  and  bor- 
rowed $550  million  from  banks  led  by 
Chicago's  Continental  Illinois.  The 
banks  gave  the  new  owners  until  Dec. 
31,  1981  to  repay.  Rich  stayed  in  the 
background  and  let  Davis,  a  partner  in 
several  previous  deals,  manipulate 
the  assets. 

To  the  unpracticed  eye  it  was  hard 
to  know  what  Fox'  assets  were  worth. 
But  Davis'  eye  was  not  unpracticed. 
He  knew  he  was  getting  a  bargain. 
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Step  one  in  such  situations  is  to  un- 
bundle the  assets.  Step  two  is  to  write 
up  the  assets'  values  so  that  you  can 
borrow  against  them.  Step  three  is  to 
pull  your  initial  investment  out  of  the 
deal  by  slapping  a  higher  level  of  new 
debt  on  the  old  assets — "mortgaging 
out,"  as  real  estate  developers  call  the 
practice.  It  is  a  way  to  make  a  pur- 
chase pay  for  itself. 

By  September  1981  Davis  had  al- 
ready broken  Fox  into  marketable 
pieces.  He  packaged  together  a  Coke 
bottling  franchise  in  the  Midwest, 
movie  theater  chains  in  Australia  and 
New  Zealand,  63  prime  acres  of  land 
in  Los  Angeles'  posh  Century  City 
development  (site  of  the  original  Fox 
studio),  the  Aspen  Skiing  Co.,  and  the 
3,700-acre  Pebble  Beach,  Calif,  resort 
and  land  development. 

Follow  carefully  how  Davis  pro- 
ceeded, and  you  will  learn  how  the 
smart  rich  keep  getting  richer.  Less 
than  three  months  after  his  purchase, 
Davis  brought  in  Aetna  Life  &  Casu- 
alty and  sold  it  a  half-interest  in  the 
bottling,  theater,  Aspen,  Pebble  Beach 
and  Century  City  assets.  Aetna  paid 
Fox  $183  million,  cash,  and  the  studio 
then  immediately  paid  $176  million 
of  that  to  Davis  and  Rich.  It  was  their 
studio,  after  all. 

Now  they  had  a  sizable  first  pay- 
ment on  their  purchase  debt,  and  they 
still  owned  half  the  nonmoviemaking 
assets  and  all  the  moviemaking  as- 
sets. Three  months  later,  in  Decem- 
ber, Fox  and  Aetna  sold  the  bottling 
company  for  $70  million  and  pocket- 
ed the  proceeds — another  $35  million 
to  Davis  and  Rich.  Before  the  end  of 

1981  Davis  and  Rich  also  paid  them- 
selves $18  million  cash  from  the  Fox 
treasury.  Total  cash  taken  out  in 
1981:  $229  million. 

The  original  bank  loans  to  buy  Fox 
were  expensive  and  had  to  be  repaid 
quickly.  The  problem  was  how  to 
transfer  the  debt  from  Davis  and  Rich 
to  Fox  itself.  Here's  how  it  was  done. 
When  Aetna  bought  into  the  real  es- 
tate, it  in  effect  valued  that  one  part  of 
Fox  at  $366  million.  Beyond  the  real 
estate  assets,  the  entire  movie  com- 
pany— including  film  processor  De- 
Luxe  Laboratories,  Fox'  383-title  film 
library — and  future  TV  syndication 
revenues  remained  intact.  A  nice  bun- 
dle of  assets.  By  the  time  their  $550 
million  purchase  debt  was  due,  Davis 
and  Rich  pledged  those  assets  against 
a  new  $300  million  term  loan  due  in 
1990,  and  a  $200  million  revolving 
line  of  credit,  convertible  in  1985  into 
a  four-year  term  loan. 

You  can  guess  where  most  of  the 
refinancing  proceeds  went.  In  early 

1982  Fox  distributed  $328  million  to 


Davis  and  Rich.  That  payment  al- 
lowed them  to  pay  off  what  remained 
of  their  $550  million  purchase  money 
debt  and  have  $7  million  left  over. 

But  at  this  point  Davis  and  Rich  had 
not  yet  mortgaged  out.  To  do  that  you 
have  to  get  out  all  your  investment. 
After  the  February  1982  refinancing, 
Davis  and  Rich  still  had  their  $172 
million  purchase  money  equity  at 
risk.  More  cash,  please. 

So  in  July  1982  Fox  and  Aetna  un- 
loaded the  movie  theaters.  In  August 
Fox  dumped  its  record  and  music  pub- 
lishing businesses.  The  two  sales 
raised  $72  million,  cash,  of  which  $53 
million  was  distributed  to  Davis  and 
Rich.  That  reduced  their  cost  basis  to 
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Twentieth  Century-Fox'  Marvin  Davis 
The  smart  rich  get  richer. 

$119  million. 

Also  in  July,  Davis  brought  in  an- 
other partner,  CBS.  Despite  the  fact 
that  Fox  had  already  pledged  the  most 
valuable  assets  in  its  film  library  for 
the  $500  million  bank  loan,  Fox  and 
CBS  formed  a  50-50  partnership  called 
The  CBS/Fox  Co.  to  produce  and  dis- 
tribute Fox  films  to  the  booming 
home  videocassette  market.  Davis 
put  up  home  video  rights  and  an  inter- 
est-free promissory  note. 

CBS  paid  in  $45  million,  cash. 
Technically,  the  $45  million  is  an  in- 
terest-free loan,  due  in  2003  and  re- 
payable from  CBS/Fox  profits.  Yet  the 
"loan"  was  not  to  the  CBS/Fox  part- 
nership. The  proceeds  went  directly 
to  Fox.  From  Fox,  $40  million  went  to 
Davis  and  Rich. 

CBS  also  put  into  the  partnership 
its  40-acre  production  facility  in  Stu- 


dio City  (a  suburb  of  Los  Angeles)  and 
its  video  marketing  and  distribution 
organization.  Earlier  this  month  Fox 
announced  it  will  sell  its  50%  in 
CBS/Fox'  Studio  City  facility.  The 
price  has  not  been  disclosed,  but  an 
insider  estimates  it  at  just  over  $100 
million. 

By  September  1982 — 15  months  af- 
ter they  bought  Fox — Davis  and  Rich 
had  pulled  out  all  but  $79  million  of 
their  initial  investment.  Then,  in  Fox' 
fiscal  year  ending  Aug.  27,  1983,  Da- 
vis and  Rich  took  another  $66  million 
from  Fox'  kitty.  In  the  next  fiscal  year 
they  pulled  out  $145  million  more. 
And  during  1983-84  they  caused  Fox 
to  pay  them  $66  million  to  help  with 
their  income  taxes. 

Finally,  last  December  in  a  complex 
deal,  Davis  and  three  associates 
formed  a  limited  partnership  and 
bought  out  Aetna's  half-interest  in 
the  Aspen,  Pebble  Beach  and  Century 
City  land  operations  for  $171  million. 
Then  they  bought  out  Fox'  half-inter- 
est, for  $100  million — $94  million  of 
which  went  to  Davis  and  Rich.  Relat- 
ed dealings  between  Davis,  his  part- 
ners and  Aetna  probably  explain  the 
price  disparity.  In  any  event,  the  as- 
sets are  now  owned  100%  by  wealthy 
individuals,  Davis  included,  who  can 
use  the  tax  benefits  more  efficiently 
than  Fox  or  Aetna  could. 

Confusing?  Complicated,  certainly. 
But  the  principle  is  simple:  Buy  some- 
thing and  then  find  a  way  to  pay  for  it 
with  its  own  assets.  As  of  the  end  of 
the  1984  fiscal  year  (ending  Aug.  25) 
Davis  and  Rich  had  taken  out  of  Fox 
enough  money  to  repay  their  $550 
million  purchase  debt,  and  to  cover 
their  $172  million  purchase  equity/ 
and  still  be  nearly  $300  million  ahead.. 
(These  figures  do  not  reflect  taxes. 
Both  Davis,  through  his  real  estate 
and  oil  drilling  programs,  and  Rich 
seem  to  be  masters  at  the  fine  art  of 
avoiding  taxes.) 

Here  the  saga  becomes  somewhat 
murky.  When  Davis  and  Rich  bought 
Fox,  only  Davis'  shares  voted.  (It  is 
unclear  exactly  how  much  of  Fox 
Rich  owned.  Davis  never  received  less 
than  50%  of  the  distributions  from 
Fox  and  often  more.)  But  in  the  fall  of 
1981  Rich  demanded  that  his  shares, 
too,  be  given  voting  rights.  In  Decem- 
ber 1981  Fox  informed  the  SEC  that 
Davis  had  agreed  to  Rich's  demand. 

But  the  conversion  was  never  car- 
ried out.  By  the  following  summei 
Rich  was  under  investigation  by  the 
U.S.  Attorney  for  illegally  sellinjj 
price-controlled  oil,  and  failing  to  pay 
at  least  $48  million  in  taxes.  Shortl) 
after  being  indicted,  Rich  fled  to  Swit- 
zerland, where  he  lives  as  a  fugitive 
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from  U.S.  justice.  Davis  had  done 
many  deals  with  Rich  throughout  the 
1970s.  There  is  no  suggestion,  howev- 
er, that  he  knew  of  Rich's  illegal  oil 
trading,  nor  that  Rich's  legal  prob- 
lems relate  in  any  way  to  Davis. 

When  Rich's  legal  problems  arose, 
Davis  announced  his  intention  to  buy 
the  fugitive's  half-share  of  Fox.  Last 
month,  the  U.S.  government  gave  Da- 
vis the  nod.  The  price  Davis  paid 
wasn't  disclosed,  but  a  source  close  to 
the  Justice  Department  puts  it  at  $1 16 
million  (all  of  which  went  to  help 
satisfy  Uncle  Sam's  claim  against 
Rich  and  his  companies). 

So  there  sits  Marvin  Davis  in  all  his 


glory,  a  movie  magnate  now,  probably 
a  billionaire  and  rid  of  a  smart  but 
assertive  partner. 

Granted,  Fox  is  burdened  with  debt, 
its  equity  account  sharply  reduced  by 
the  cash  distributions  to  Messrs.  Da- 
vis and  Rich.  But,  on  the  plus  side, 
Davis  still  owns  at  least  a  25%  inter- 
est in  the  Pebble  Beach,  Aspen  and 
Century  City  properties,  which  to- 
gether are  probably  worth  over  $500 
million.  Fox  still  owns  its  film  library, 
which  has  grown  by  at  least  60  films 
since  Davis  arrived  and,  adjusted  for 
CBS'  interest,  is  perhaps  worth  $400 
million. 

And  finally,  there  is  the  active  film 


and  television  production  business.  If 
Fox'  new  chairman,  former  Para- 
mount chairman  Barry  Diller,  can 
turn  the  studio  around,  it  ought  to  be 
worth  over  $400  million  should  Davis 
decide  to  take  the  stripped-down 
company  public  again.  (Fox  "lost"  $90 
million  last  year,  but  nearly  half  the 
loss  was  a  noncash  charge  called  "am- 
ortization of  allocated  excess  cost" — 
in  effect,  goodwill.) 

Mavin  Davis  isn't  talking  these 
days.  But  he  doubtless  feels  secure  in 
knowing  that,  no  matter  how  the  crit- 
ics might  pan  Twentieth  Century- 
Fox'  movies,  there  is  no  doubting  his 
ability  to  make  money.  ■ 


Ronald  Perelman  knows  how  to 
money  from  undervalued  stocks. 


make 


The  joys  of 
being  an  insider 


By  Robert  McGough 


Ronald  Perelman,  41,  has  built 
a  small  but  fast-growing  em- 
pire of  chocolate,  cigar  and 
film  businesses.  In  this  success  story 
jof  a  young  businessman  is  another 
•story  about  why  some  companies 
|trade  at  a  big  discount  to  theoretical 
breakup  value.  Such  stocks  may  look 
like  bargains,  but  often  it  is  a  control- 
ling shareholder,  not  the  public,  who 
will  realize  most  of  the  value. 

Who  is  Ronald  Perelman?  Seven 
years  ago  he  was  running  his  family's 
■metal-fabricating  business  in  Phila- 
delphia. Now  he  presides  over  Mac- 
Andrews  &  Forbes  Holdings  Inc.  (no 
relation  to  Malcolm  Forbes  or  Forbes 
magazine),  a  voracious  acquisition 
machine  whose  component  parts  had 
sales  of  $500  million  in  1983.  MacAn- 
drews &  Forbes,  based  in  New  York 
City,  was  public  until  last  February. 
Today  Perelman  owns  it  outright.  He 
recently  settled  with  his  former  wife, 
who  claimed  in  an  SEC  filing  that  the 
MacAndrews  shares  were  hers  be- 
muse they   were   bought   with   her 
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MacAndrews  &  Forbes'  Perelman 
Great  fortune  in  the  making. 

money — a  claim  he  disputes. 

"This  is  one  of  the  great  American 
fortunes  in  the  making,"  says  an  ad- 
versary who  asked  to  remain  anony- 
mous, "and  it  came  out  of  nowhere." 
Puffing  on  a  cigar  in  an  elegant  Man- 
hattan town  house  decorated  with 
Avery  and  Rothko  paintings,  Perel- 
man says  he  carefully  reads  ten  annu- 


al reports  a  week.  "I  love  what  I  do." 

Perelman  started  in  1978  with  a  $2 
million  investment  in  a  small  Ameri- 
can Exchange-traded  jewelry  distribu- 
tor, Cohen-Hatfield  Industries.  He 
had  Cohen  buy  MacAndrews  & 
Forbes,  a  chocolate  wholesaler  and 
the  world's  largest  producer  of  lico- 
rice extract  for  cigarette  manufacture, 
and  adopt  the  MacAndrews  name. 
Later  purchases  included  Technicol- 
or, a  processor  of  film,  and  Consoli- 
dated Cigar.  The  most  recent  deal  is 
the  pending  purchase  of  a  controlling 
stake  in  Video  Corp.  of  America,  a 
duplicator  of  videocassettes. 

Perelman  has  consistently  found 
obscured  wealth  in  companies  .before 
others  caught  on.  Technicolor  looked 
like  a  dog  when  MacAndrews  & 
Forbes  bought  it  in  January  1983.  In 
that  depressed  year,  the  film  company 
earned  $3.4  million  on  sales  of  $229 
million.  The  purchase  price  was  $105 
million — about  30  times  earnings, 
seemingly  no  bargain. 

The  price  would  seem  high  to  a 
shareholder  who  looks  only  at  P/E 
ratios.  But  the  real  value  is  better 
measured  not  by  overall  aftertax  in- 
come but  by  operating  income  or  the 
liquidation  value  of  Technicolor's 
various  parts.  Its  one-hour  retail 
photo  labs,  mired  in  losses,  were 
closed,  and  its  excess  real  estate  was 
sold.  The  remaining  film  processing 
operations  had  operating  income  be- 
fore depreciation  of  about  $30  million 
in  1982.  Add  the  $23  million  of  as- 
sumed Technicolor  debt  and  subtract 
the  $50  million  proceeds  of  asset 
sales,  and  Perelman  effectively  paid 
$78  million  for  the  film  gem.  Perel- 
man says  he  could  almost  recover  his 
investment  in  two  years. 

Fair  to  Technicolor  shareholders? 
MacAndrews  had  acquired  82%  of  the 
shares  through  open-market  pur- 
chases and  a  tender  at  $23,  and  forced 
out  the  remaining  holders.  The  mi- 
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nority  holders  could  take  the  $23  or 
appeal  to  the  Delaware  courts  for  an 
appraisal,  an  expensive  legal  maneu- 
ver that  may  leave  them  no  better  off. 

Perelman  faced  more  of  a  fight  tak- 
ing MacAndrews  6c  Forbes  private, 
even  though  he  owned  34% .  MacAn- 
drews' stock  roared  from  21  Vi  at  the 
start  of  1983  to  51  on  May  13,  1983,  as 
investors  saw  how  Technicolor  was 
paying  off. 

Perelman  torpedoed  the  stock  the 
next  business  day,  announcing  plans 
to  buy  out  the  public  holders  at  $45  to 
$48.  After  haggling,  he  raised  the  price 
to  $53.25. 

Shareholders  were  outraged.  Ruane, 
Cunniff  6c  Co.,  a  money  manager 
with  a  large  MacAndrews  position, 
claimed  the  company  was  worth  $80  a 
share.  In  all,  nine  lawsuits,  several 
still  pending,  were  filed  opposing  the 
buyout. 

Perelman  helped  keep  it  a  cheap 
acquisition  by  depressing  earnings. 
He  switched  MacAndrews'  inventory 
accounting  from  FIFO  to  LIFO,  reduc- 
ing 1983  net  income  by  $1.6  million. 
The  company  paid  rent  for  a  town 
house  on  Manhattan's  pricey  East 
63rd  Street,  where  he  now  lives,  since 
it  was  used  as  corporate  headquarters. 
(He  bought  the  place  from  his  wife 
last  year.)  An  $800,000  salary  also 
kept  earnings  down. 

But,  despite  all  this,  earnings  were 
up  so  strongly  during  1983  that  Bear, 
Stearns  withdrew  its  fairness  opinion 
of  Perelman's  $53.25  bid  until  he  eked 
out  $56  a  share,  the  price  at  which 
Perelman  forced  out  public  sharehold- 
ers last  February. 

Does  this  vindicate  the  fairness 
opinion  as  a  device  to  protect  the  pub- 
lic in  mergers  and  freezeouts?  Bear, 
Stearns  was  paid  $300,000  to  rely  on 
the  company's  own  projections  of 
$9.8  million  in  profit  during  1984. 
Despite  acquisition-related  legal  ex- 
penses of  $2.1  million,  MacAndrews 
earned  $9.3  million  in  its  first  three 
quarters.  And  Technicolor,  the  largest 
operation,  normally  does  best  in  the 
fourth  quarter. 

Perelman  buys  depressed  stocks, 
and  so  his  offers  look  good  to  weary 
shareholders.  Video  Corp.  of  America 
shareholders  never  saw  any  dividends 
and  had  fought  off  an  attempt  by  man- 
agement to  take  the  company  private 
at  $16  a  share,  when  Perelman 
jumped  in  with  his  $20  bid.  Gener- 
ous? Video  Corp.  threw  off  $9.5  mil- 
lion of  operating  income  before  depre- 
ciation and  before  a  paper  loss  in  fiscal 
1984.  Perelman  would  get  his  money 
back  in  three  years  at  that  rate. 

All  shareholders  are  equal,  but 
some  are  more  equal  than  others.  ■ 
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While  experts  and  competitors  sneer,  a 
small  Idaho  semiconductor  company  con- 
tinues to  shake  the  chip  market. 

We've  heard 
all  that  before 


Chainnan  Ward  and  President  Joseph  Parkinson  of  Micron  Technology 
You  don't  grow  up  in  Idaho  "believing  someone  can  outwork  you. 
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By  Subrata  N.  Chakravarty 

Ward  Parkinson,  the  39-year- 
old  chairman  and  cofounder 
of  Micron  Technology,  Inc., 
becomes  contemptuous  as  he  ex- 
plains why  Japan  came  to  dominate 
the  volume  segment  of  the  semicon- 
ductor industry.  "Look  who  was  com- 
peting with  them:  L.J.  [Sevin,  former- 
ly of  Mostek],  Robert  Noyce  (of  Intel], 
Jerry  Sanders  [of  Advanced  Micro  De- 
vices). They  all  gave  up.  It's  not  hard 
to  succeed  when  your  competition 
gives  up." 

What  Parkinson  is  referring  to  is 
that  in  1979  Japan's  Hitachi,  NEC  and 
Fujitsu  got  the  jump  on  the  64K  dy- 
namic random  access  memory  chip,  a 
key  component  of  computers  and 
telecommunications  systems.  Con- 
fronted with  Japan's  head  start  com- 
bined with  its  low-cost/high-volume 
manufacturing  abilities,  such  U.S. 
companies  as  Intel  and  AMD  retreat- 
ed to  high-performance  specialty 
chips,  where  the  markets  are  smaller, 
but  the  margins  are  higher  and  com- 
petition less  intense.  Now  Japanese 
competition,  helped  by  profits  earned 
in  memory  chips,  predictably  is  com- 
ing after  those  markets.  Parkinson 
thus  feels  the  U.S.  retreat  was  both 
unnecessary  and  costly. 

But  Parkinson  did  not  retreat.  Little 
Micron  (Forbes,  Mar.  14,  1983)  of  Boi- 
se, Idaho  is  making  dynamic  memory 
chips  in  U.S.  plants,  and  bidding  to 
beat  the  Japanese  on  manufacturing 
sfficiency  and  aggressive  pricing. 

That's  quite  an  ambition  for  a  com- 
pany with  under  $100  million  in  sales 
last  year.  Micron  shipped  its  first  chip 
Darely  three  years  ago  and  earned  its 
irst  profit  in  the  fiscal  year  to  Aug. 
51— $29  million,  or  $1.50  per  share. 
But  then,  it  is  a  brash  company, 
rounded  six  years  ago  by  twins  Ward 
:ind  Joseph  Parkinson,  an  electrical 
engineer  and  lawyer  respectively, 
With  backing  from  some  Idaho  busi- 
nessmen (see  box),  the  company  is 
jrowing  rapidly  (sales  rose  from  $13.1 
nillion  in  1983  to  $87.4  million  in 
iscal  1984)  into  a  major  competitor  in 
nemory  chips. 

In  late  September  feisty  Micron 
nade  its  boldest  move  yet.  With  the 
vorld  list  price  for  64K  DRAMs  at 
round  $3.40  a  chip,  and  demand  still 
i  a  excess  of  supply,  Micron  an- 
lounced  a  price  cut  to  $1.95. 
The  company's  young  upstarts 
leemed  it  a  risk  worth  taking.  First, 
pe  price  cut  gained  Micron  qualifica- 
Hon  tests  with  makers  of  big  main- 
rame  computers.  To  date,  its  custom- 
rs  have  been  chiefly  among  the 
mailer,  more  volatile  personal  com- 


puter makers. 

The  industry  was  outraged  by  Mi- 
cron's price-cutting.  "A  price  drop  of 
that  magnitude  was  unwarranted,  un- 
wise and  leaves  a  lot  of  money  on  the 
table,"  says  Lane  Mason  of  Dataquest, 
a  prominent  research  firm.  "I  don't 
see  marketing  expertise  in  what  they 
are  doing,"  complains  Keiske  Yawata, 
president  of  NEC  Electronics. 

Micron's  stock,  traded  over-the- 
counter  but  with  a  thin  float,  dropped 
from  355/s  to  265/8— 25% — in  the  two 
days  following  the  price  cut.  (It  has 
since  recovered  to  around  29.) 

However,  Micron  didn't  get  where 
it  is  by  caring  what  the  industry  or  the 
stock  market  thought.  It  saw  the  mar- 
ket for  64K  chips  softening  and  didn't 
wait  for  others  to  cut  the  price. 
"When  you're  the  little  guy,  you  can't 
wait  for  somebody  else  to  hit  you  over 
the  head,"  says  Leslie  Gill,  Micron's 
29-year-old  financial  vice  president. 


Orders  flooded  in  following  the 
price  cut.  Micron  says  it  is  almost 
booked  solid  through  1985,  while  the 
overall  semiconductor  industry's  or- 
der rate  has  dropped  to  61%  of  ship- 
ments, according  to  the  Semiconduc- 
tor Industry  Association.  Equally  im- 
pressive in  an  industry  where 
deliveries  can  be  rescheduled  at  will 
and  canceled  on  30  days'  notice,  most 
of  Micron's  backlog  is  in  fixed-price, 
noncancelable  orders  with  firm  deliv- 
ery dates.  "If  we  never  book  another 
64K  order,  it's  fine  with  me,"  says 
President  Joe  Parkinson  happily. 

It  is  a  strategy  not  without  cost. 
Because  of  the  price  cut,  and  the  costs 
of  new  products  and  facilities,  Mi- 
cron's earnings  from  operations  for 
the  first  fiscal  quarter  of  1985,  ended 
Nov.  30,  will  not  match  1984's  spec- 
tacular fourth  quarter — although  they 
will  roughly  triple  last  year's  first- 
quarter  results.  But  it  was  also  a  strat- 


The  electronic  bumblebee 


Leslie  Gill,  Micron  Technology's 
chief  financial  officer  at  29,  re- 
calls that  when  President  Joe  Par- 
kinson told  her  Micron  was  going 
to  make  chips,  "I  said  to  myself: 
'Potato  or  corn?'  " 

You  believe  stories  like  that 
about  Micron  because  the  com- 
pany itself  is  as  improbable  as  a 
bumblebee's  ability  to  fly.  It  began 
in  1978  in  the  basement  of  a  Boise 
dentist's  office,  and  a  contract  to 
design  a  64K  chip  for  Mostek, 
where  Ward  Parkinson — President 
Joe's  twin  brother  and  now  chair- 
man— had  been  a  design  engineer. 
When  United  Technologies  took 
over  Mostek  in  1979  and  canceled 
the  contract,  Micron  completed 
the  design  on  its  own. 

The  experts  all  said  it  couldn't  be 
done.  No  new  U.S.  manufacturer 
could  enter  the  memory  chip  mar- 
ket so  late  and  succeed.  The  ven- 
ture capitalists'  response  to  Mi- 
cron "wasn't  'No,'  "  recalls  Ward 
Parkinson,  "it  was  'Hell,  no.'  "  So 
Micron  was  launched  with  funding 
from  three  Boise  residents — Ron 
Yanke,  a  machine  shop  owner;  Al- 
len Noble,  a  big  potato  farmer;  and 
Tom  Nicholson,  a  wealthy  sheep 
rancher.  They  later  brought  in  J.R. 
Simplot,  Idaho's  potato  billionaire, 
in  whose  fields  the  Parkinsons  had 
labored  as  potato  pickers  while  in 
high  school.  Simplot  now  owns 
about  33%  of  Micron's  stock, 
while  the  other  three  own  1 7% . 


While  experts  figure  the  mini- 
mum capital  investment  to  get 
into  the  semiconductor  business  is 
$100  million,  Micron's  initial  in- 
vestment was  $9  million.  "When 
you  don't  have  it,  you  don't  spend 
it,"  says  Gill. 

It  helped  that  construction  costs 
were  a  fraction  of  those  in  Silicon 
Valley  and  that  the  64K's  develop- 
ment costs  had  been  largely  paid 
for  by  the  Mostek  contract.  But  the 
key  saving  was  in  equipment  costs. 
"Long  term,  you  may  need  to  back 
up  all  your  equipment,  but  to  make 
the  first  chips,  you  don't,"  says 
Gill.  "You  have  one  machine  and 
hope  it  works." 

It  worked.  Micron,  which  now 
has  over  $84  million  invested  in 
plant,  has  installed  new  produc- 
tion and  assembly  equipment  in 
Boise  and  is  producing  semicon- 
ductors at  the  rate  of  6  million  a 
month.  A  year  from  now  it  should 
be  producing  more  than  the  11- 
million-a-month  volumes  of  the 
present  market  leaders. 

Nevertheless,  when  Micron 
went  public  in  June,  the  market 
was  lukewarm.  But  local  pride  tri- 
umphed. About  70%  of  Micron's 
stock  is  owned  by  Idaho  investors, 
including  roughly  half  of  Micron's 
employees.  Their  faith  has  been  re- 
warded. Even  at  the  current  stock 
price,  those  who  bought  when  it 
went  public  have  more  than  dou- 
bled their  money.— S.N.C. 
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egy  not  without  thought.  "It  was  a 
move  to  pick  up  market  share  at  the 
expense  of  margins  short  term,"  says 
Joe  Parkinson. 

Micron  wanted  new  customers  to 
take  a  look  at  its  version  of  the  next 
generation  of  memory  chips,  the  256K 
RAM.  Hitachi  and  NEC  are  already 
shipping  almost  2  million  256K  chips 
a  month,  and  several  other  compa- 
nies, including  Micron,  have  com- 
menced low-volume  shipments. 

Micron's  new  256K  chip  may  be 
worth  a  good  look  because,  uniquely, 
it  offers  "electronic  error  correc- 
tion." Simply  put,  it  has  50%  more 
cells  (the  slots  that  hold  information) 
than  its  competitors,  permitting  the 
electrical  impulse  to  switch  auto- 
matically from  malfunctioning  cells. 
The  result  is  an  enormous  increase 
in  chip  reliability. 

Error  correction   also   makes   Mi- 


cron's 256K  potentially  shrinkable  to 
a  smaller  size,  no  mean  advantage  in 
an  industry  where  costs  and  margins 
are  closely,  and  inversely,  related  to 
die  size.  Micron  developed  the  ability 
to  squeeze  circuitry  onto  a  smaller 
silicon  wafer  in  1983  with  design  and 
process  innovations,  and  as  a  result  its 
64K  chip  is  20%  to  50%  smaller  than 
the  size  of  chips  made  by  the  rest  of 
the  industry. 

The  company  runs  a  lean  operation, 
a  legacy  from  its  bootstrap  beginnings. 
It  saves  on  inventory  and  transporta- 
tion, for  example,  by  manufacturing 
in  the  U.S.  rather  than  the  Far  East. 
All  the  advantages  add  up,  Data- 
quest's  Mason  estimates,  to  a  signifi- 
cant cost  advantage  over  even  the  Jap- 
anese manufacturers. 

Can  Micron  be  competitive  long 
term  with  the  Japanese?  NEC's  Yawata 
says,  "Frankly,  I  don't  think  they  will 


be."  Pierre  Lammond,  a  manufactur- 
ing expert  and  partner  at  the  venture 
capital  firm  of  Capital  Management 
Services,  says,  "I  think  their  luck  is 
going  to  run  out.  The  large  Japanese 
companies  and  some  of  the  U.S.  manu- 
facturers will  eventually  wipe  them  off 
the  face  of  the  map."  Yawata  thinks 
Taiwan  and  South  Korea  will  prove  to 
be  such  low-cost  producers  that  Mi- 
cron (and  the  Japanese]  will  lose  the 
edge  in  manufacturing  costs. 

"We've  been  hearing  that  for  six 
years,"  Joe  Parkinson  replies.  The  Par- 
kinsons and  their  dauntless  crew 
built  Micron  by  listening  more  to  Ida- 
ho than  to  experts.  "You  just  don't 
grow  up  in  our  neck  of  the  woods," 
says  Joe  Parkinson,  "believing  that 
someone  can  outwork  you."  So,  while 
the  competitors  sneer  and  the  experts 
predict  doom,  Micron  goes  right  on 
growing.  ■ 
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Gordon  Campbell  founded  a  successful 
high-tech  company.  His  reward  was  to  be 
pushed  out  by  the  money  people.  There  are 
some  lessons  here. 


Money  talks 


By  Phyllis  Berman 


Success  stories  are  few  and  far 
between  these  days  in  the  val- 
ley called  Silicon,  50  miles 
south  of  San  Francisco,  once  the  site 
of  countless  entrepreneurial  dreams 
come  true.  Technology  has  become 
murderously  competitive,  and  the 
stock  market  has  soured  on  little 
high-tech  offerings. 

A  shining  exception  this  year  was 
tiny  Seeq  Technology  (sales  $42.9 
million).  It  managed  a  tenfold  in- 
crease in  sales  and  two  back-to-back 
quarters  of  profitability  in  the  last  half 
of  fiscal  1984.  Its  stock  actually  sold 
near  its  $10  issue  price. 

So  what  happens?  Seeq's  board 
forces  out  founder  Gordon  Campbell, 
40 — forces  out  the  fellow  who,  along 
with  four  other  Intel  employees,  had 
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started  the  company  in  Campbell's 
living  room  almost  four  years  before. 
Campbell's  resignation  was  an- 
nounced at  the  very  same  board  meet- 
ing at  which  the  promising  results 
were  announced. 

Who  pushed  Campbell  out?  The 
venture  capitalists  who  put  Seeq  in 
business,  Kleiner  Perkins  Caufield  & 
Byers.  The  venture  capital  firm,  in 
which  billionaire  Henry  Hillman  (see 
p.  148)  is  a  major  investor,  had  appar- 
ently decided  Campbell  was  a  good 
entrepreneur  but  a  questionable  man- 
ager. Kleiner  Perkins  and  Hillman  had 
raised  $5  million  to  fund  Campbell's 
idea.  The  semiconductor  chip  he  pro- 
posed was  a  technological  leap  for- 
ward— it  could  be  easily  erased  and 
reprogrammed,  yet  could  retain  data 
even  if  power  were  accidentally  inter- 
rupted. That  combined  the  best  char- 


acteristics of  the  nonvolatile  ROM 
(read  only  memory)  chip  with  the 
easily  revisable  RAM  (random  access 
memory)  chip. 

The  sample  chip  came  in  on  sched- 
ule and  as  budgeted.  But  Seeq  slipped 
in  getting  the  sample  into  production, 
putting  the  plan  it  originally  handed 
them,  says  Kleiner  Perkins,  one  year 
and  $15  million  behind  target.  Rival 
Xicor  beat  Seeq  to  market  with  a  simi- 
lar product.  Inexcusable,  the  venture 
capitalists  thought.  Gordon  Campbell 
could  stay,  but  he  wouldn't  run  the 
company.  He  decided  to  leave.  Quite 
clearly,  money  talks. 

Campbell  started  it  all,  but  he  and 
his  four  partners  retained  only  12%  of 
the  stock  at  the  time  of  the  offering. 
Kleiner  Perkins  and  the  Hillman  in- 
terests owned  40%.  When  the  fight 
started,  it  was  no  contest.  Frank  Cau- 
field is  Seeq  chairman,  Kleiner  Per- 
kins' man  on  the  spot.  Says  Caufield: 
"Look,  this  company  had  serious  op- 
erating problems  long  before  it  went 
public.  Seeq  was  good  at  the  technolo- 
gy but  very  weak  at  getting  that  tech- 
nology into  production.  That's  why  I 
campaigned  to  bring  in  a  seasoned 
chief  operating  officer,  even  though  it 
made  Gordie  Campbell  very  angry." 

The  two  were  a  study  in  contrasts: 
Caufield  a  West  Point  grad,  Harvard 
M.B.A.  and  a  numbers  man  to  his 
fingertips,  and  Campbell  a  dropout 
from  the  University  of  Minnesota,  a 
free-wheeler  whose  view  of  spending 
the  company's  money  was,  in  many 
ways,  the  exact  opposite  of  Caufield's. 
He  gave  stock  and  stock  options  even 
to  his  hourly  employees  and,  as  soon 
as  the  company  turned  profitable, 
hired  singer  Ray  Charles  for  the  com- 
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One  financing  arrangement  simpler  than  ours. 

If  you're  looking  for  a  way  to  simplify  the  process  of  financing  IBM  equipment, 
consider  the  IBM  Credit  Corporation. 

Our  term  lease  master  contract,  which  you  need  to  sign  only  once,  is  a  mere 
four  pages.  A  little  longer  than  an  IOU,  but  look  what  it  gets  you. 

Flexibility.  We'll  tailor  lease  financing  to  meet  your  company's  needs. 

Upgradability.  If  your  business  grows  or  you  want  to  add  equipment,  a  simple 
supplement  to  your  original  contract  is  all  it  takes. 

Competitive  rates. 

We  not  only  reduce  your  paperwork,  we  reduce  your  peoplework. 

The  same  person  who  helps  you  choose  the  IBM  equipment  your  business 
needs  can  also  arrange  to  finance  it. 

Call  your  IBM  representative  to  get  more  information  about  the  IBM  Credit 

Corporation.  Or  call  1 800  IBM-2468  Ext.  7,  code  AG. 

You  owe  it  to  yourself. 

See  how  simple  financing  can  be. 
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COMPANY. 


Don't  put  Owens-Illinois  in  a  pigeonhole. 


Glass  containers.  Packaging.  That's  0 1's  history.  And  we're  still  the 
orld's  leading  producer  of  glass  containers  with  a  significant  technology  edge. 

But  we're  also  among  the  largest  producers  of  closures,  plastic  packaging, 
rrugated  shipping  boxes,  table  glassware  and  television  glass— businesses 
hich  take  wing  on  process  innovation,  quality  and  differentiated  products. 

And  we're  moving  in  new  directions  to  pursue  profitable  growth  in  health 
re  and  wholesale  financial  services. 

Our  Kimble  Division's  expertise  in  pharmaceutical  packaging  gave  us 
try  into  health  care.  And  over  the  past  four  years,  we've  feathered  our  nest 
investing  some  $280  million  developing  a  portfolio  of  companies  providing 
alth  care  services  and  supporting  products. 

A  specific  thrust  is  in  nursing  homes  and  retirement  centers,  where  we 
growing  rapidly  and  intend  to  become  a  leader. 

For  wholesale  financial  services,  we  see  an  industry  in  the  midst  of 
namic  change.  High  growth.  Systems  intensive. 
ft  dominant  players.  And  where  our  strengths 
^administration,  efficiencies  of  scale  and  money 
nnagement  can  pay  off  significantly. 

Owens-Illinois.  A  $3.5  billion  global  organi- 
&ion,  focused  on  profitable  growth.  You  should 
li  to  know  us  better.  Before  an  opportunity  . 

Is  the  coop  OWENS-ILLINOIS 


Toledo.  Ohio  43666 


pany  Christmas  party. 

Four  months  before  Campbell  left, 
the  company  hired  Malcolm  Mac- 
Pherson  from  Signetics  to  be  chief 
operating  officer. 

Caufield  and  Campbell  clashed  also 
when  Campbell  married  another  of 
the  founding  partners,  Maria  Ligeti, 
one  week  after  the  company  went 
public  and  after  having  made  her  the 
company's  top  finance  officer.  Cau- 
field objected  to  the  permanence  of 
the  appointment.  Ligeti  resigned  and 
has  since  gone  on  to  found  her  own 
successful  software  firm,  Qronos 
Technology. 

All  this  time  Campbell  was  waiting 
for  Kleiner  Perkins  to  exit  as  they 
distributed  their  shares  in  the  naive 
hope  that  at  that  time  he  would  re- 
claim his  company.  "Their  financial 
interest  was  over,"  claims  Campbell. 
"They  should  have  given  up  their  seat 
on  the  board  and  moved  on  to  other 
deals.  That's  how  venture  capitalists 
are  supposed  to  work." 

But  Campbell  failed  to  see  how  the 
business  had  changed,  how  perma- 
nently the  balance  had  shifted  from 
the  people  with  the  ideas  to  the  peo- 
ple with  the  money.  One  Kleiner  Per- 
kins man  did  resign  from  Seeq's  board 
last  month  after  the  stock  had  fallen 
from  8  to  4Vi  on  the  news  of  Camp- 
bell's ouster,  and  institutional  holders 
of  the  stock  started  registering  their 
displeasure.  But  another  Kleiner  Per- 
kins partner  replaced  him,  so  Seeq 
remains  safely  under  the  control  of 
the  venture  capitalists. 

Gordon  Campbell  is  more  philo- 
sophical than  bitter:  "Kleiner  Perkins 
regarded  Seeq  as  their  private  domain 
right  from  the  start.  The  venture  cap- 
italists think  they  can  change  jockeys 
in  the  middle  of  the  race.  Well,  the 
magic  in  this  business  is  in  the  peo- 
ple— the  people  who  understand  what 
the  technology  can  do  and  where  the 
market  for  that  technology  is  going. 
You  can't  just  choose  any  M.B.A.- 
trained  manager  to  run  Seeq." 

Of  course,  Campbell's  pique  has 
been  somewhat  softened  by  his 
300,000  Seeq  shares,  worth  almost  $2 
million  even  at  today's  depressed 
price.  And  you  guessed  it:  Gordon 
Campbell  has  already  raised  $1  mil- 
lion in  the  first  round  of  financing  for 
his  latest  venture,  Chips  &.  Technol- 
ogies, to  utilize  computer-aided  de- 
sign in  custom  and  standard  chip 
production. 

This  time  Campbell  is  doing  things 
a  little  smarter.  "I  am  not  going  to 
have  to  give  the  whole  company  away 
like  you  usually  have  to  do  when 
you're  raising  funds  for  a  capital-in- 
tensive business,"  he  vows.  ■ 
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How  does  a  fast-growing  wedge  of  com- 
muter airlines  dance  with  United,  Ameri- 
can or  Delta?  Very  carefully.  Very  profit- 
ably, too,  it  appears. 

Riding  in        J 
the  slipstream 


By  John  Merwin 


Pfc  ICKING  THE  POCKETS  of  Such  big 
"  old  airlines  as  United  or  Amer- 
ican isn't  as  easy  as  it  was  a  year 
or  two  ago,  as  investors  in  Air  1,  Cap- 
itol Air,  Braniff,  Air  Atlanta  and  other 
specialty  carriers  are  finding  out.  All 
are  either  grounded  by  financial  woes 
or  seriously  enough  beset  by  them  to 
face  shaky  futures.  Why?  They 
crossed  swords  with  the  giants,  which 
faltered  for  a  while  but  are  now 
bloodying  their  upstart  rivals. 

But  that's  not  the  story  all  around. 
Some  fast-growing,  unheralded  com- 
muter airlines  are  showing  there  is  a 
better  way  to  outmaneuver  the  jum- 
bos. Consider  Comair,  the  Ohio  Val- 


ley commuter  airline  that  has  found  a 
sweet  spot  inside  Delta's  concourse  at 
Greater  Cincinnati  airport.  There, 
Comair's  little  jet-props  sidle  up  tc 
Delta's  big  jets  in  a  "you-scratch-my- 
back-Hl-scratch-yours"  arrangement  i 
Cincinnati-based  Comair  flies  ir,  j 
nearby  travelers  and  hands  them  off  tc 
Delta,  which  in  turn  flies  them  tc 
distant  cities  such  as  New  York,  At 
lanta,  Dallas  or  Los  Angeles.  Mean 
while,  Delta's  inbound  passenger; 
scurry  aboard  Comair's  planes  foi.i 
Cleveland,  Dayton,  Louisville  anc 
other  Midwest  outposts.  Instead  o 
fighting  Delta,  in  effect,  Comair  ha; 
joined  it. 

Since  Sept.  1  results  at  Comair  havt 
been   impressive.    That's   when   th< 


Friendly  skies  for  commuter  airlines 


Deregulation  is  a  bonanza  for  commuter  airlines,  which  quickly 
landed  in  markets  abandoned  by  trunk  carriers  and  outgrown  by 
onetime  regionals  like  Republic. 
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THE  RIGHT  CHOICE 

From  personal  to  full  system, 

Canon  copiers  give  you  the  right  features  and 

the  right  performance  at  the  right  price. 


Canon  NP-150. 

A  Step  Beyond  Basic. 

It's  the  new  standard 
tor  compact 
economy  copiers  Up  to 
15  copies  a  minute,  copies 
as  large  as  11"  x  17",  and 
your  choice  of  black, 
brown  or  blue  copy  color 
Sorter  and  dual  cassette 
options  for  added 
convenience  Perfect  for 
the  small,  busy  office 


Canon  NP-155. 

Zoom.  Color.  Value. 
V  The  compact  copier  that 
gives  you  a  multiple  choice. 
Up  to  15  copies  a  minute. 
Your  choice  of  black, 
brown  or  blue  copy  color 
Plus  a  continuous 
reduction/enlargement 
range  of  65%  up  to  142%. 
Big  copier  versatility 
without  a  big  copier  price. 


Canon  NP-250F. 

Simply  the  most  affordable. 
compact,  full-system  copier. 
At  27  copies  a  minute 
it  lets  you  do  more 
important  things,  like  work, 
not  make  copies  of  your 
work.  Document  feeder  is 
standard.  Options  include 
automatic  document  feeder, 
sorter,  and  2,000  sheet 
paper  deck  And  it  lets  you 
copy  in  black,  brown  or  blue. 


<s 


Canon 
NP-270F. 

The  full-system 
compact  that 
lets  you  copy 
in  black,  brown  or 
blue.  Makes  up  to 
27  copies  a  minute. 
Reduces.  Enlarges 
Feeds  with 
standard  document 
feeder  Or  optional  automatic 
document  feeder.  Handles 
even  big  copy  |obs. 
With  optional  sorter.  And 
optional  2,000  sheet 
paper  deck  All  in  a  copier 
that  lets  you  communicate 
in  color  at  a  price  that  still 
keeps  you  in  the  black 


Canon 
NP-350F. 

The  copier  with 
the  calculating 
mind.  An  "intelligent" 
copier  that  gives 
you  zoom  reduction/ 
enlargement  (64% 
to  121%)  and  more 
Built-in  logic  to 
compute  zoom  ratios. 
A  memory  to  store  zoom  settings. 
Automatic  two-page  separation. 
Up  to  30  copies  a  minute  in 
black,  brown  or  blue.  Standard 
document  feeder  Optional 
automatic  document  feeder, 
sorter,  and  2,000  sheet  paper 
deck.  Truly  the  "smart"  choice 
among  full-system  compacts. 


^  V 


cnoice 
pacts. 


Canon 
NP-400AF. 

The  compact 
system  copier 
i  that  stacks  even 
more  in  vour 
I  favor  With 
convenient 
automatic 
document 
feeding  Reduction. 
Enlargement.  Optional 
2,000  sheet  papei  deck. 
Optional  sorter  And 
a  copy  speed  of  up  to 
40  letter-size  a  minute. 
All  in  a  copier  that 
takes  a  lot  off  your 
hands,  without  taking 
a  lot  out  of  your  pocket 


Canon 
NP-500AF. 

The  Fastback. 

Canon's  fastest 

system  copier. 

Fast  as  50  copies 

a  minute. 

Copies  in  black, 

brown  or  blue. 

Has  automatic 
document  feeder. 
Reduces.  Enlarges. 
Collates  with  optional 
sorter  Automatic 
exposure  keeps  copies 
perfect  every  time. 
Optional  2,000  sheet 
paper  deck  keeps 
copies  coming 
Nothing  m  its  class 
comes  close 


PC  -20       •*» 


Canon  PC-10/20/25 

Personal  Cartridge 
Copying,  Plain  and 
Simple  An  exclusive 
replaceable  cartridge 
system  makes  Canon  PC 
copiers  virtually  service 
free  PC  cartridges  come 
in  six  toner  colors;  black, 
brown,  blue,  red,  green, 
and  light  blue. 

The  PC-10  is  simple, 
personal,  and  very 
affordable 

The  PC-20  gives  you 
convenient  automatic 
paper  feeding  Lets  you 
make  up  to  8  copies  a 
minute 

The  PC-25  reduces, 
enlarges,  and  makes 
legal-size  copies,  too! 
Originals  can  be  any  size 
up  to  10"  x  14" 


Canon  FAX. 

Bring  your  business  up  to 
speed  with  Canon  fac- 
similes They're  fast,  ver- 
satile, affordable,  and 
compatible. 

The  FAX-31  offers  fea- 
tures found  on  units 
costing  much  more.  It's 
compatible  with  G2  and 
many  earlier  systems. 

The  FAX- 330  and 
FAX-320E  represent  the 
latest  in  digital  technology. 
Both  are  fast,  full-featured, 
and  G3/G2  compatible. 
The  FAX-320E  can  even 
reduce  and  enlarge  your 
originals 

The  FAX- 510  gives  you 
17-second  digital  per- 
formance and  wide  com- 
patibility with  other 
systems  at  an  unexpect- 
edly low  price. 


Cation 

Canon  U.S.A.,  Inc.,  Copier  Products  Division 

One  Canon  Plaza.  Lake  Success.  New  York  11042 


For  more  information,  call  toll  free  1-800-OK  CANON.  Or  write  Canon  U.S.A.,  Inc.,  PO  Box  5023.  Clifton.  N  J.  07015. 
I'd  like  mote  information  about:  D  NP-150;  D  NP-155;  D  NP-250  Series.  D  NP-270  Series,  D  NP-350  Series,  D  NP-400  Series. 
G  NP-500  AF.  O  PC-10/20/25;  D  FAX-31;  D  FAX-300  Series;  D  FAX-510 
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Air  Kleenex 


Ah;  the  wonders  of  airline  dereg- 
ulation. With  new  airlines 
popping  up  everywhere,  there's  al- 
ways a  chance  for  the  alert  air  trav- 
eler to  dabble  in  something  new. 
Forbes  decided  to  take  a  flier  on  a 
fledgling  carrier,  Midwest  Express 
Airlines,  which  recently  an- 
nounced nonstop  DC-9  jet  service 
between  Newark,  N.J.  and  Apple- 
ton,  Wis.,  of  all  places. 

Curious  to  know  how  many 
New  Yorkers  might  wish  to  visit 
central  Wisconsin  in  December, 
Forbes  dialed  New  York  informa- 
tion for  a  Midwest  Express  listing. 
None  found.  A  subsequent  call  to 
Appleton  produced  a  Wisconsin 
number  and  a  somewhat  surprised 
reservation  agent.  She  cheerfully 
explained  that  Newark-to-Apple- 
ton  flights  departed  Newark  Inter- 
national three  times  a  week,  at 
4:45  p.m.  on  Tuesdays  and  Thurs- 
days and  1:20  p.m.  Wednesdays. 
An  odd  schedule,  to  say  the  least — 
but  what  the  hell,  there  must  be  a 
reason  people  would  wait  four  days 
to  fly  Midwest  to  Appleton. 
_  There  is  a  Midwest  Express  tick- 
et counter  at  Newark  Internation- 
al, but  on  a  recent  Tuesday  shortly 
before  flight  time  the  post  was  un- 
manned. Nonetheless,  a  trip  out  to 
the  departure  gate  yielded  a  ticket, 
despite  an  embarrassing  moment 
for  the  gate  agent,  wno  couldn't 
recall  the  fare — $204,  it  turned  out. 

Once  airborne,  an  unusual  cama- 
raderie was  noted  among  the  25 
passengers  on  a  DC-9  fitted  out  to 
carry  60.  It  was  rather  like  a  jolly 
tour  group,  with  people  cruising 
the  aisle,  drinks  in  hand,  raising  a 
friendly  babble.  After  a  small  feast 
of  crab,  shrimp  and  hearts  of  arti- 
choke salad,  washed  down  with 
white    Bordeaux    and    topped    off 


with  a  commendable  chocolate 
mousse  cake,  Forbes  chatted  with 
a  flight  attendant  and  learned  the 
basis  for  the  cheerful  ambience. 

Think  of  Midwest  Express  as  Air 
Kleenex.  It  is  a  new  subsidiary  of 
K-C  Aviation,  a  sizable  in-house 
flight  operation  run  by  Kimberly- 
Clark,  the  paper  products  biggie 
(Kleenex,  Hi-Dri,  et  al.).  After  years 
of  flying  its  own  executives  out  of 
Appleton,  a  Fox  River  mill  town 
once  famed  as  the  home  of  Senator 
Joseph  McCarthy,  Kimberly-Clark 
decided  to  offer  its  airline  to  the 
public.  With  its  DC-9s,  Midwest 
Express  flies  from  Appleton  to  Mil- 
waukee, where  it  picks  up  passen- 
gers for  two  daily  flights  to  Dallas/ 
Fort  Worth,  and  three  to  Boston, 
plus  the  three-times-a-week  flight 
between  Appleton  and  Newark. 
(One  of  the  DC-9s  is  used  as  a 
corporate  shuttle  to  Atlanta.) 

Midwest  Express  President 
Timothy  Hoeksema,  a  former 
Kimberly-Clark  corporate  pilot, 
says  he  figures  the  airline  will  be 
profitable  in  time,  despite  its  small 
size  and  lack  of  market  presence. 
He  didn't  say  when. 

Reports  filed  with  the  Civil 
Aeronautics  Board  show  that  Mid- 
west Express  filled  only  20%  of  its 
seats  in  its  first  quarter  of  oper- 
ation (including,  it  appears,  a  siz- 
able number  oi  Kimberly-Clark 
employees)  and  ran  up  a  $1  million 
operating  loss  on  revenues  of  $3 
million.  Even  with  the  tax  collec- 
tor sharing  Midwest  Express' 
losses,  that's  nothing  to  sneeze  at. 
But  parent  Kimberly-Clark,  which 
also  makes  Kotex  and  Huggies, 
should  have  no  trouble  absorbing 
the  losses.  This  year  K-C  is  expect- 
ed to  net  over  $200  million  "out- 
side" the  airline  business. — J.M. 


MaK  PoKempnerVSipa-Special  featu 


Midwest  Express,  on  the  rut  may  at  .Appleton 

Tickets  may  not  be  easy  to  buy,  neither  is  good  chocolate  mousse. 


smallish  airline  (fiscal  1984  revenues,  j 
$32  million)  became  part  of  the  "Del- 
ta Connection,"  a  marketing  agree- 
ment whereby  Comair's  advertising,   ; 
flight  listings,  gates,  reservations  and  I 
ticketing  added  the  Delta  logo  to  its 
own,  almost  as  if  Delta  owned  and 
operated   the   airline.   In   September 
Comair  filled  44.1%   of  its  seats,  a 
healthy   leap   over  August's  37.6%.  J 
With  Comair's  break-even  point  only  J 
37%,  that  is  potent  leverage.  Comair  1 
Chairman  Raymond  Mueller  is  beam-  j 
ing  over  the  sharp  increase  in  traffic,  J 
which  should  show  up  nicely  in  the  j 
next  quarterly  report. 

Look,  too,  at  Dallas,  where  com-  j 
muter  Metro  Airlines  had  been  dove- 
tailing  its  flights  with  American's  for  I 
years.  On  Nov.  1  Metro  changed  its  ■ 
flight  prefixes  to  American's  listings  Ij 
in  travel  guides,  the  final  link  in  its  \ 
plan  to  catch  a  ride  in  American's  1 
slipstream.  Metro's  passenger  count  j 
immediately  jumped  over  15%.  Says  J 
Metro  Vice  President  Larry  Vernon,  j 
"In  large  hub  airports  that  listing  as  a  J 
major  carrier  is  critical.  It  assures  I 
travel  agents  that  our  gates  are  adja-'| 
cent  to  American's." 

Wooed  by  major  air  carriers  that  ] 
hunger  for  feeder  traffic  out  of  small  1 
markets  abandoned  by  the  majors  1 
themselves,  other  commuter  airlines  i 
also  have  been  striking  some  hand-il 
some  alliances.  Thanks  in  part  to  J 
these  deals  with  big  carriers,  many<] 
commuter  airlines  have  become  first-tl 
class  operators.  They  have  floated  J 
stock,  expanded  routes  and  upgraded  J 
equipment. 

There's  yet  another  reason  for  the  I 
quickie  marriages,  a  marketing  kicker  1 
more  important  than  one  might  sus-  I 
pect.  Passengers  on  commuter  routes  I 
(predominantly  business  travelers)  arei  I 
hooked  on  frequent-flier  mileage 
plans.  They  want  their  commuter  f 
mileage  credited  to  a  big  carrier's  pro-  p 
gram,  because  that's  where  the  good  I 
travel  freebies  are.  So  now  a  passenger<  I 
flying  from  Dayton  to  Cincinnati  on  B 
Comair,  and  then  on  to  Los  Angeles  H 
via  Delta,  will  get  Delta  mileage  cred- 
it for  both  legs  of  the  trip. 

(With  a  well-chosen  commuter  hop, 
a  frequent  flier  can  achieve  somem 
near-orgasmic  mileage  results.  Case 
in  point:  Simply  by  taking  Metro  Air- 
lines' 32-mile  flight  from  Clear  Lake 
City,  Tex.  to  Houston,  a  traveler  can 
accumulate  1,000  bonus  miles  with 
Eastern,  Metro's  Houston  partner.) 

Atlanta-based  Atlantic  Southeast 
Airlines  aptly  illustrates  the  bottom- 
line  effect  of  aligning  with  a  major,  i 
After  becoming  closely  affiliated  with 
Delta  in  Atlanta  last  spring,  ASA  saw 
its  load  factor  climb  well  past  the  Jj 
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Comair  dovetailing  flights  with  Delta  in  Cincinnati 

Swapping  passengers  and.  mileage  plans — and  boosting  ridership. 


Cordon  Bjer/Black  Star 


"50%  mark,  from  a  previous  39%. 
'Break-even  at  ASA  is  34%.)  Result: 
Atlantic  Southeast's  third-quarter  net 
leaped  200%  from  the  year  before,  to 
nearly  $2  million.  On  a  per-share  ba- 
£is,  that  translates  to  47  cents,  vs.  16 
:ents  for  the  same  period  in  1983. 

The  upshot  of  all  this  is  that  some 
bommuter  airlines  no  longer  look  like 
bvo-state  puddle  jumpers.  Rather, 
f:hey  more  closely  resemble  the  old 
f?iedmont,  Allegheny  and  Frontier, 
fvith  systems  stretching  for  500  miles 
[ind  farther.  That's  because  under  de- 
regulation, not  only  did  big  carriers 
ibandon  smaller  markets,  but  so  did 
fnany  former  "regional"  airlines, 
ivhich  bought  larger  equipment  and 
grew    into    national    airlines    them- 

elves.  The  former  regionals  either 
bulled  out  of  smallish  markets  such 
is  Oshkosh,  Wis.  or  Valdosta,  Ga.,  or 

unneled  these  commuter  passengers 
hto  their  own  new  national  route  sys- 
!ems.  Seizing  the  opportunity,  nimble 

ommuter  airlines  such  as  Comair 
lumped  into  the  breach,  routing 
[mall-market    commuters    back    to 

Jnited,  American,  Eastern  or  Delta. 

"low,  thanks  to  rapid  growth,  Comair 

nd  other  commuter  airlines  refer  to 

hemselves  as  regionals. 


Comair,  for  example,  flies  planes 
seating  up  to ,  33  passengers  along 
routes  stretching  from  Toronto  south 
to  Chattanooga,  and  from  Milwaukee 
east  to  Richmond,  Va.  Many  of  those 
passengers  Comair  keeps  for  itself  in 
its  growing  route  system,  and  it  tries 
to  hand  off  those  it  doesn't  keep  to 
Delta  at  Cincinnati.  Air  Wisconsin, 
aligned  with  United  at  Chicago,  pilots 
100-seat  jets  in  six  Great  Lakes  states 
and  is  eyeing  service  into  New  Haven, 
Conn.  Atlantic  Southeast  Airlines, 
thanks  to  its  deal  with  Delta,  is 
bounding  west  to  open  routes  around 
a  new  Memphis  hub.  In  April  Hous- 
ton-based Metro  leaped  east  to  estab- 
lish an  Atlanta  hub  in  an  arrangement 
with  Eastern,  in  addition  to  its  Dallas 
alliance  with  American. 

Can  this  commuter  Shangri-la  last? 
Perhaps  so,  even  taking  into  account 
the  bad  publicity  stemming  from  the 
FAA's  grounding  of  one  of  the  na- 
tion's largest  commuters,  Naples, 
Fla.-based  Provincetown-Boston  Air- 
line. PBA  was  cited  for  numerous 
safety  violations.  Shortly  after  it  be- 
gan flying  again,  it  suffered  a  fatal 
crash  in  Florida  that  killed  all  13 
aboard. 

The  long-term  strategic  hazard  for 


commuter  airlines,  however,  is  the 
temptation  to  grow  into  competition 
with  big  carriers,  just  as  Air  1,  Braniff 
and  other  upstarts  did.  Air  Wisconsin, 
for  instance,  is  betting  that  the  majors 
won't  decide  to  fly  into  its  own  mar- 
kets. Despite  Air  Wisconsin's  cau- 
tion, traffic  between  Fort  Wayne,  Ind. 
and  Chicago,  Air  Wisconsin's  busiest 
route,  grew  tempting  enough  in  July 
for  American  to  shunt  a  727  out  from 
Chicago  and  pick  up  passengers  for 
return  to  American's  O'Hare  hub. 
That  American  expansion  cost  Air 
Wisconsin  6,000  of  its  17,000  month- 
ly Fort  Wayne-Chicago  passengers. 
All  Air  Wisconsin  can  do  now  is  cut 
back  on  its  Fort  Wayne  flights  and 
hope  that  American  Airlines  will 
think  twice  about  flying  a  160-mile 
hop,  normally  an  uneconomic  run  for 
a  fuel-guzzling  727. 

Over  at  Cincinnati's  Comair,  Mar- 
keting Vice  President  Charles  Curran 
lays  out  the  danger  quite  plainly.  "If 
we  ever  decide  to  go  into  markets  big 
enough  to  support  a  727,  then  some- 
body who  owns  a  727  and  has  been  in 
the  business  40  or  50  years  will  come 
in  there  and  share  them  with  us.  From 
that  point,  it's  real  simple.  We 
lose."  ■ 
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"Control  an  observatory  in  Ha\i 


GTE,  One  Stamford  Forum,  Stamford,  Conn.  06904 


>ugh  a  computer  in  Scotlam 


(No,  GTE!) 


High  atop  Hawaii's  Mauna  Kea  lies  one 
of  the  world's  premier  spots  for  astronomi- 
cal observation. 

And  at  the  Royal  Observatory  in  Edin- 
burgh, Scotland,  lies  one  of  the  world's 
premier  centers  for  astronomical  study. 

The  problem  is,  they're  7,500  miles  apart 

The  solution:  a  GTE  Telenet  computer 
link  that  enables  the  scientists  in  Scotland 
to  control  the  telescope  in  Hawaii  (through 
GTE's  Hawaiian  Telephone  Company)  and 
retrieve  the  data  in  seconds. 


This  results  in  several  advantages  to 
Edinburgh's  Royal  Observatory.  For  one 
thing,  there  are  substantial  savings  in  travel 
costs  and  time.  Also,  nighttime  operations 
in  Hawaii  can  be  conducted  during  normal 
working  hours  in  Scotland.  And  computer 
remote  control  allows  the  telescope  to  be 
used  during  unexpected,  unusual  weather 
conditions  that  are  particularly  suited  to 
certain  types  of  observations. 

A  lot  of  companies  promise  the  moon 
and  the  stars.  We  deliver. 


Nomura  Securities  is  now  bigger  than  Mer- 
rill Lynch.  The  Japanese  brokers  are  com- 
ing on  strong  in  the  U.S.  and  worldwide. 

A  yen  for 
new  markets 


By  Richard  Phalon 


Are  the  "big  four"  Japanese  bro- 
kerage firms  doing  in  interna- 
b  tional  finance  what  Toyota 
and  Nissan  have  done  in  autos?  Not 
quite,  but  they  are  cutting  a  wider  and 
wider  swath  there.  Just  look  at  how 
the  huge  British  Telecommunications 
offering  got  divvied  among  underwrit- 
ers. Once  bit  players  in  international 
finance,  the  Japanese  grabbed  a  major 
piece  of  this  nearly  $5  billion  deal. 

Brit  Telecom's  bankers  allotted  a 
Japanese  syndicate  headed  by  Nomu- 


ra Securities  Co.  180  million  ordinary 
shares — about  6%  of  one  of  the  hot- 
test stocks  to  come  along  in  years. 
The  Japanese  slice  was  exactly  the 
same  size  as  the  one  parceled  out  to 
an  American  syndicate  under  the 
prestigious  lead  of  Morgan  Stanley. 

"The  interesting  thing  is  that  the 
Japanese  got  as  much  stock  as  we  did, 
even  though  we  represent  55%  of  the 
world's  equity  market  and  they  repre- 
sent only  18%  of  it,"  says  Robert 
Cooney  of  First  Boston.  This  is  signifi- 
cant because  it  recognizes  that  Japa- 
nese brokers  now  have  distribution 


clout  beyond  their  native  shores. 

A  lot  of  heft  and  hustle  lies  behind 
that  recognition.  With  a  net  worth  oi 
more  than  $2  billion,  Nomura  is  the 
world's  biggest  broker — bigger  than 
Merrill  Lynch  and,  at  the  moment,  a  '' 
good  deal  more  profitable  (see  table). 

Like  Nomura,  other  members  oi* 
the  big  four — Daiwa  Securities,  Ya- 
maichi  Securities  and  Nikko  Securi- 
ties— are  earning  big  profits  this  yeai 
from  commissions  on  heavy  trading 
volume  that  has  propelled  the  Tokyc 
Stock  Exchange  to  record  highs.  Big 
profits  have  come  also  from  a  hard  sell 
on  U.S.  blue  chips  in  Japan.  Nomura 
for  example,  sold  some  2.2  millior 
shares  of  IBM  to  Japanese  investors  ir 
a  major  push  last  year. 

That  effort,  according  to  Akira  Shi 
mizu,  president  of  Nomura's  U.S.  op- 
erations,  was  followed  by  a  brisk  two- 
month  campaign  this  summer  wher 
the  New  York  subsidiary  movec 
about  1.5  million  shares  of  GE  intc^ 
Tokyo.  "With  a  distribution  systerc 
as  big  as  ours,"  says  Nomura  Interna 
tional's  Brian  Fernandez,  "you  have  tc ; 
deal  in  size." 

The  Japanese  brokers,  of  course,  art 
the  beneficiaries  of  a  society  thauj 
saves  so  much  it  has  capital  to  export 
in  spite  of  horrendous  government] 
deficits  and  a  high  rate  of  investment 
at  home.  The  brokerage  firms  havf 
helped  channel  a  lot  of  that  mone).i 


Nomura 's  Shhnizu 

These  days  the  clout  is  international. 


Jim  Puzarik/Piaure  Grou] 
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overseas  in  search  of  much 
higher  returns.  Top-grade  Japa- 
nese corporates  yield  little  more 
than  7%. 

The  old-line  names  that 
dominate  the  U.S.  investment 
banking  business — First  Boston, 
Morgan  Stanley  and  Salomon, 
among  others — are  still  the 
names  to  beat  in  Europe,  but  the 
Japanese  are  gaining.  Nomura 
now  ranks  number  11  among 
the  top  lead  or  co-lead  under- 
writers in  the  $75  billion  Euro- 
bond market.  Daiwa  and  Nikko 
rank  18  and  27,  respectively. 
They  operate  not  only  in  the 
traditional  outlets  of  Tokyo, 
Hong  Kong  and  Singapore  but 
also  in  New  York,  London, 
Frankfurt  and  Zurich. 

Look  at  the  $  1  billion  in  four- 
year  notes  the  U.S.  Treasury  put 
out  in  October.  The  special  offering 
was  targeted  mainly  at  foreigners,  but 
Nomura  and  Daiwa  alone  snapped  up 
almost  half  of  it.  The  appeal:  about  4.5 
points  more  than  yields  on  compara- 
ble Japanese  maturities. 

The  Japanese  are  not  finding  inter- 
national finance  a  pushover,  however. 
For  a  long  time,  thanks  to  Japanese 
government  restrictions,  they  had  the 
fat  Euroyen  markets — yen-denomi- 
nated securities  sold  outside  Japan — 
[is  a  cozy  private  preserve.  But,  under 
breign  pressure  and  because  of  do- 
mestic need,  the  underwriting  busi- 
less  has  been  opened  to  outsiders.  As 
Nomura's  Shimizu  says,  "We  gener- 
lte  quite  a  lot  of  business  in  Europe, 
so  we  invite  Salomon,  Goldman, 
iachs  and  the  other  major  American 
tinderwriters    in.    When    they    have 


The  big  eight 

Japanese  brokers  now  rank  well  up  in  world 
pecking  order.  Huge  capital  positions  give 
them  the  muscle  to  deal  with  the  best. 

Net  worth 
9/30/84 
Firm                                        

Estimated 

fiscal  1984 

revenues 

Estimated 
fiscal  1984 
net  income 

Nomura                                   $2,291' 

$997' 

$185' 

Merrill  Lynch                            2,021 

6,000 

77 

Nikko                                         1,255E 

990 

155 

Salomon  Brothers                     1,1882 

3,100 

321 

Daiwa                                         1,138E 

1,102 

163 

Shearson  Lehman                       940 

2,200 

103 

Yamaichi                                      880E 

890 

120 

Dean  Witter  Reynolds                6232 

1,500 

-37 

'All  Nomura  figures  are  first-half  fiscal  1984.  as  of  Mar.  31,  1984. 
2As  of  June  30,  1984.     E:  Estimated             Sources.  Petrin  Long, 
Upper  Analytical;  Japanese  companies  supplied  own  estimates 

something,  they  invite  us  in." 

The  New  York  outposts  of  the  Japa- 
nese firms  have  been  among  the  big- 
gest beneficiaries  of  that  time-hon- 
ored back-scratching  formula.  As  To- 
kuro  Isoda,  president  of  Daiwa 
Securities  America,  Inc.,  notes,  for 
years  their  main  mission  was  to  sell 
Japanese  stocks  to  American  institu- 
tional investors  and  U.S.  stocks  to  the 
Japanese.  The  American  side  of  the 
equation  was  a  pretty  hard  sell,  partly 
because  the  depositary  receipt  market 
in  some  Japanese  stocks  here  tends  to 
be  thin  (see  box). 

Further,  because  Japanese  corpora- 
tions did  comparatively  little  financ- 
ing here,  the  New  York  subsidiaries  of 
the  big  four  really  didn't  have  all  that 
much  collateral  to  bring  to  the  under- 
writing parties.  Thus,  for  years  Japa- 


nese brokers  languished  near 
the  bottom  of  the  syndicate 
tombstone  ads  that  define  the 
pecking  order  of  the  tight  little 
world  of  Wall  Street's  invest- 
ment bankers.  Prestige  aside, 
placement  below  the  salt  meant 
the  Japanese  often  got  modest 
allotments  of  the  kind  of  new 
offerings  they  needed  to  get  U.S. 
institutional  investors  to  open 
their  doors  a  bit  wider. 

All  that  is  changing  now, 
thanks  to  the  enormous  clout 
the  Japanese  have  amassed  in 
the  rest  of  the  world.  "They 
used  to  be  between  20%  and 
25%  of  our  domestic  syndi- 
cates," says  Eugene  D.  Atkin- 
son, manager  of  Goldman, 
Sachs  International's  Tokyo 
branch,  "and  last  year  I  would 
guess  that  they  were  in  over 
of  them." 
Like  their  colleagues  in  the  auto 
business,  many  Wall  Streeters  com- 
plain about  the  level  of  the  playing 
field:  open  markets  on  the  U.S.  side, 
tightly  restricted  markets  on  the  oth- 
er. But  it  is  harder  for  the  Japanese  to 
play  by  two  sets  of  rules  in  the  inter- 
national finance  game.  Some  of  the 
financial  barriers  are  coming  down 
now,  partly  because  of  what  the  Japa- 
nese call  gai  atsu — foreign  pressure. 
There  are  major  internal  forces  work- 
ing for  liberalization  of  the  Japanese 
markets,  too,  so  it's  a  good  bet  that 
U.S.  investment  houses  will  become  a 
major  presence  in  Kabuto-cho,  To- 
kyo's Wall  Street.  But  by  then  they 
will  be  finding  the  Japanese  increas- 
ingly tough  competitors  elsewhere  in 
the  world,  the  U.S.  included.  ■ 


50% 


A  piece  of  the  action 


Tlhe  Tokyo  Stock  Exchange  sometimes  follows  the 
New  York  market,  but  it  has  lately  been  prosperous- 
ly out  of  sync.  Tokyo  has  been  clicking  off  a  series  of 
new  highs,  while  the  Big  Board  has  been  sunk  in  an 
indecisive  funk. 

The  big  play  in  Tokyo  lately  has  been  in  banks  and 
finance  companies,  a  trend  that  followed  a  big  runup  in 
drug  companies  working  on  anticancer  agents  of  one 
kind  or  another.  Such  switches  are  typical  of  the  Tokyo 
exchange,  which,  at  its  most  manic,  tends  to  be  "a 
broker-driven  theme  and  concept  market,"  says  Timo- 
thy Schilt,  president  of  the  Japan  Fund. 

That  doesn't  mean  any  shortage  of  such  fast-growing 
blue  chips  as  Matsushita,  Sharp  or  NEC  Corp.  for  long- 
term  investors.  It  does  mean  Tokyo  tends  to  be  more 
volatile  than  New  York,  often  because  of  the  recurrence 
|  of  what  is  known  by  the  local  crowd  as  a  "ramp"— 
clusters  of  traders  and  quick-turn  speculators  hopping 
aboard  (and  off)  the  same  concept  at  the  same  time. 


How  to  get  in  on  the  action?  The  easy  way  is  through 
the  125  or  so  Japanese  stocks  traded  in  New  York — 
mainly  over-the-counter,  about  7  on  the  Big  Board — 
under  American  Depositary  Receipts.  Among  the  most 
active  are  blue-chip  issues  such  as  Canon,  Sony  and 
Toyota,  which  can  be  bought  and  sold  through  any 
broker  here  at  standard  commission  rates.  Some  ADRs 
tend  to  be  thinly  traded  and  thus  short  on  liquidity.  The 
big  names,  however,  move  in  depth.  "It's  not  unusual 
for  us  to  do  a  half-million-share  order  in  a  stock  like 
Matsushita  or  Sony,"  says  Nomura's  Brian  Fernandez. 

The  alternative  is  to  go  directly  to  the  Tokyo  market 
by  setting  up  a  yen  account  through  one  of  the  big  four 
or  through  one  of  the  six  U.S.  brokers  licensed  to  do 
business  in  Japan.  The  advantage  is  that  you  get  a  pick 
of  the  entire  universe  of  Japanese  stocks  rather  than  the 
smaller  cosmos  traded  under  ADRs.  One  disadvantage: 
fixed  commissions  and  no  competitive  discounts  for 
institutions  and  individuals.— R.P. 
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A  number  of  big-city  TV  stations  are  being 
kept  off  the  trading  block  in  anticipation  of 
a  big  price  jump.  Will  it  come?  Don 't  bet  on 
it.  Maybe  the  jump  has  already  occurred. 


Power  envy 


By  Alex  Ben  Block 


Rich  Frank,  president  of  the 
Paramount  Pictures  television 
group,  has  a  problem.  Al- 
though he  has  the  green  light  from  his 
boss  at  Gulf  &.  Western  Industries  to 
put  together  a  group  of  major  market 
television  stations  that  are  likely  to 
cost  $1  billion  or  more,  he  can't  find 
anything  worth  buying.  There  are  sta- 
tions available  in  small  cities,  but 
when  it  comes  to  the  quality  VHF 
stations  (channels  2  through  13)  in 
large  metropolitan  areas  that  Para- 
mount is  seeking,  the  market  is 
tighter  than  it  has  been  in  years. 

The  lack  of  top  broadcast  prop- 
erties for  sale  is  the  result  of  a 
highly  charged  political  battle 
now  being  fought  in  Washington. 
In  July  the  Federal  Communica- 
tions Commission,  as  part  of  its 
continuing  effort  to  deregulate 
broadcasting,  decided  to  liberal- 
ize station  ownership  rules, 
which  for  the  last  25  years  have 
limited  to  7  the  number  of  broad- 
cast outlets  any  one  company 
could  own.  The  FCC  proposed 
that  group  broadcasters  be  able  to 
own  12  stations,  and  that  after 
three  years  all  rules  limiting  TV 
station  ownership  be  lifted. 

There  was  instant  static  in 
Washington.  Lobbyists  for  Holly- 
wood, the  cable  industry  and  var- 
ious minority  and  public  interest 
groups  complained  to  Congress 
that  the  plan  would  allow  the 
three  TV  networks,  already  major 
station  owners,  to  become  even 
more  dominant.  Under  congres- 
sional pressure,  the  FCC  is  now 
reconsidering  its  plan.  Changes 
in  the  ownership  rule  are  on  hold 
until  at  least  Apr.  1. 

For  now  the  old  "rule  of  seven" 


remains,  but  the  betting  is  it  will 
change.  Total  deregulation  seems 
dead  already.  "Just  tell  Congress  this 
will  increase  the  power  of  the  net- 
works, and  they'll  throw  it  out,"  says 
Alan  J.  Gottesman,  media  analyst  at 
L.F.  Rothschild,  Unterberg,  Towbin. 

The  likely  compromise:  The  own- 
ership limit  will  be  raised  from  7  to  12 
stations.  There  will  also  be  some  kind 
of  cap  on  the  percentage  of  audience 
any  one  group  owner  could  reach — 
probably  25%  to  30%  of  the  total  U.S. 
viewing  audience.  Currently  ABC  and 
CBS  reach  about  21%  each,  while 
NBC  is  just  under  20%. 


Paramount  Pictures'  Rich  Frank  • 
A  green  light  and  nowhere  to  go. 


The  present  paucity  of  offerings  in 
the  market,  as  potential  sellers  vamp 
for  time  in  anticipation  of  a  sudden 
big  jump  in  values  once  the  rules 
change,  is  partly  shown  in  the  number 
of  TV  station  transfers — down  from 
61  last  year  to  55  this  year.  More 
important,  notes  Thomas  Buono, 
president  of  Broadcast  Investment 
Analysts  in  Chantilly,  Va.,  the  size 
and  value  of  the  transactions  have 
dropped  significantly.  The  deals  in 
1983  included  the  sale  of  KTLA  in  Los 
Angeles  for  $245  million  and  of 
KHOU  in  Houston  for  a  record  $342 
million.  In  1984  there  was  a  lot  of 
speculative  action  in  small-city  VHF 
stations  and  UHF  stations  reaching 
small  audiences,  many  of  the  deals 
involving  only  single-digit  millions. 

Once  the  FCC  speaks,  Congress 
permitting,  will  those  who  have  been 
waiting  be  rewarded  with  a  huge  pre- 
mium? That  seems  unlikely,  given 
the  heights  to  which  station  prices 
have  already  risen.  Until  this  year  the 
rule  of  thumb  was  to  price  a  TV  sta 
tion  at  8  to  10  times  annual  cash  flow 
(On  occasion  some  small  stations 
have  traded  at  much  higher  multi 
pies.)  In  1984  the  industry  standard 
moved  up  to  1 1  or  12  times  cash  flow 
"If  prices  go  much  higher,"  says  Joy 
Thomas  of  media  broker  H.B.  La  Rue 
"there's  no  way  stations  can  pay  foi 
themselves." 
"A  lot  of  people  have  already  full) 
anticipated  any  price  increase,' 
says  Rich  Mac  Donald,  broadcasi 
analyst  at  First  Boston  Corp.  "I 
anything,  with  all  those  seller; 
coming  on  the  market  at  once,  w«>; 
could  see  values  drop."  Paul  Ka 
gan,  a  respected  cable/broadcas 
analyst  based  in  Carmel,  Calif, 
agrees:  "I  don't  see  a  quantum  leap 
in  values." 

Mac  Donald  and  Kagan  an 
talking  about  near-term  price  per 
formance.  Longer  term,  the  pic 
ture  is  probably  brighter.  Ove 
the  years  TV  stations  have  prove( 
to  be  excellent  investments  ant 
surprisingly  resistant  to  assault 
from  new  competitors  like  cabh 
TV.  This  is  especially  true  fot 
VHF  stations  in  large  metropolis 
tan  areas. 

So  while  there  isn't  likely  to  b 
any  great  leap  forward  in  price 
immediately,  values  should  con 
tinue  to  drift  upward  over  th 
next  several  years.  "It's  a  lot  lik 
a  guy  who  owns  a  house  in 
prime  area,"  says  Paul  Kagar 
"He  may  not  get  his  price  today 
but  if  he  waits  three  years,  he  cai 
probably  get  that  and  mayb 
more."  ■ 
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I  wo 

nportant  sta- 
stics  highlight  the  Ital- 
n  economy  in  1984.  The  first 
the  four-point  drop  in  Italy's  esti- 
lated  annual  inflation  rate  to  10.9  per- 
■nt  in  1984  from  15  percent  in  1983. 
ne  second  statistic  is  the  turnaround 
Italy's  gross  internal  product,  in- 
easing  2.8  percent  in  1984  after  drop- 
ng  1.2  percent  in  1983. 
r  Together,  the  two  figures  mean  that 
rttino  Craxi,  the  first  prime  minister 
I  a  Socialist  Government  in  Italy's 
j)st-World  War  II  history,  can  boast 
'at  1984  produced  relatively  steady 
i  owth  in  production  and  a  slowdown 
the  country's  rate  of  inflation,  in- 
,ad  of  the  economic  disaster  forecast 
[  the  political  opposition. 
Certainly,  Craxi's  optimism  doesn't 
ean  that  everything  is  rosy:  Italy  is 
pected  to  end  1984  with  a  whopping 
[lance-of-payments  deficit  of  about 
300  billion  lire,  compared  to  the  700 
llion  lire  surplus  chalked  up  at  the 
>se  of  1983.  But  Craxi's  political 
I  tch — that  the  Italian  inflation  rate  is 
ially  under  10  percent — has  been 
(nfirmed  bv  almost  all  economic  fore- 
sts for  1985. 

Prometeia,  Italy's  most  important 
Onomic  research  institute  (its  foun- 
ds include  former  Italian  Treasury 
i  nister  Beniamino  Andreatta  and 
<rrent  Istituto  per  la  Ricostruzione 
Hustriale  president  Romano  Prodi) 
lecasts  a  continued  economic  pickup 
J1985  accompanied  bv  a  substantial 
Swdown  in  price  increases.  The  most 
lent  Prometeia  forecast  for  1985:  A 
J'  percent  growth  in  internal  gross 
]  'duct  and  a  9.4  percent  inflation 

I 'One  of  the  most  important  factors 
i  the  economic  recovery,"  according  to 


i 


Demochristian 
Treasury  minister 
Giovanni  Goria,  "is  the  turn- 
around in  fixed  capital  invest- 
ment— up  2.2  percent  in  1984 — after 
a  two-year  accentuated  drop-off.  Most 
important  areas  of  capital  investment 
in  1984  were  machinery  and  transpor- 
tation (up  2.8  percent)  and  construc- 
tion (up  1.7  percent)." 

Faced  with  an  army  of  unemployed 
numbering  2.4  million — or  10.7  percent 
of  Italy's  total  labor  force — the  govern- 
ment considers  capital  investment  a 
top  priority.  The  outlook  in  this  area, 
however,  isn't  particularly  optimistic. 
The  steady  loss  of  manufacturingjobs 
as  producers  automate  their  factories 
has  not  been  compensated  adequately 
by  the  creation  of  new  service-sector 
jobs. 

In  this  context,  the  Craxi  government 
has  directed  its  economic  policy  to- 
ward measures  to  help  curb  increases 
in  labor  costs — including  the  first  con- 
crete action  in  Italy's  post-World  War  II 
history  to  limit  the  devastating  effect 
on  the  nation's  inflation  rate  of  the  es- 
calator clause  governing  labor  con- 
tracts in  Italy 

A  sizable  fraction  of  the  average  Ital- 
ian's paycheck  comprises  escalator- 
clause  wage  hikes  added  to  salaried 
employees'  wages  four  times  a  year. 
The  amount  of  the  escalation  is  com- 
puted on  the  basis  of  increases  in  the 
cost-of-living  registered  by  a  special 
wage-price  index.  In  February,  the  Craxi 
government  froze  four  of  the  "points" 
and  drew  the  wrath  of  the  labor 
unions  and  the  Communist  Party 
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Italy: 

New  Business 
Opportunities 

by  Giuseppe  Oldani 


oppo- 
sition in  ^H 
Parliament. 
The  government's 
move  was  the  basis  for 
the  first  real  slowdown  in 
Italy's  wage-price  inflation  spi- 
ral and  allowed  the  country  to  link 
its  production  upswing  to  the  general 
economic  improvement  in  Europe  and 
the  United  States. 

Treasury  minister  Giovanni  Goria 
says,  "The  new  growth  phase  of  the 
Italian  economy  has  certainly  been 
aided  by  the  general  upswing  in  the 
world  economy  and  the  growth  in  in- 
ternational trade  which  allowed  Italy  to 
boost  its  exports  without  importing 
the  inflationary  pressures  so  often  in- 
herent in  the  growth  of  world  trade." 

All  in  all,  1984  has  been  a  good  year 
for  exports  of  "Made  in  Italy"  products 
and  Italians  did  very  well  in  key  export 
markets  to  the  extent  that  the  governor 
of  the  Bank  of  Italy,  Carlo  Azeglio 
Ciampi,  really  did  not  have  to  worry 
that  much  about  the  stability  of  the  lire 
relative  to  other  European  currencies. 

Italian  Capitalism 

Apart  from  the  "big  picture"  as 
drawn  by  macroeconomics,  the  face  of 
the  Italian  economy  during  the  course 
of  the  year  continued  to  change  in 
many  ways,  confirming  the  trends  of 


No  one  knows  how 


Since  the  Renaissance,  the  Italians  have  been 
perfecting  the  art  of  living  well. 

Imagine,  for  a  moment,  that  every  morning, 
on  your  way  to  work,  you  pass  the  Fontana  di  Trevi. 
Imagine  that  you  take  your  daily  lunch  with  the  dome 
of  Saint  Peter's  over  your  shoulder  and  the  Tiber  flow- 
ing at  your  feet.  That  you  shop  along  Via  Condotti. 
Or  stroll  in  the  shadow  of  the  Colosseum. 

This  is  the  way  we  Italians  live. 

The  beauty  and  elegance  that  surround  us 
inspire  everything  we  do. 

Even  creating  an  airline. 

ALITALIA  IS  ITALY. 

Let  us  cite  one  small  example.  On  almost 
every  city  street  in  Italy  you  will  find  a  little  stand-up 
coffee-bar.  Here  we  stop  to  enjoy  a  leisurely  espresso, 
to  nibble  some  olives  and  cheese,  and  being  Italian, 
to  chat  with      ^.     Jttfc   old  friends  and  new. 


Certainly  we  could  not  leave  so  essential  a 
part  of  our  lives  behind  us,  so  on  Alitalia's 
Prima  Business  Class  you  will  find  such 
a  bar.  You  can  pour  yourself  a  drink,  get  to 
know  your  fellow  passengers  or  help  your- 
self to  the  abundant  buffet.  Why  haven't 
all  international  airlines  thought  of  this 
delightful  social  amenity?  Perhaps  because  it  is 
"all'Italiana."  A  particularly  Italian  phenomenon. 


OUR  SEATING  SETS  US  APART. 

Another  remarkable  thing  you'll  notice  on 
our  Prima  Business  Class  is  the  first  class  seating. 
Instead  of  crowding  you  six  across  like  the  other  ail. 
lines  that  fly  the  Atlantic  to  Italy,  Alitalia's  Boeing  74 
have  two  big,  comfortable  seats  on  either  side  of  a 
remarkably  wide  aisle.  So  you  have  more  privacy, 
more  room  to  work  and  relax;  enough  room,  in  fac 
to  take  a  leisurely  after-dinner  stroll. 

OUR  FOOD  AND  WINE 
ARE  ON  A  HIGHER  PLANE. 

There  is  a  reason  why  the  most  popuhi 
cuisine  in  America  is  Italian.  Fresh 

ingredients  that  are  simpl; 
prepared  and  beautini' 
presented. 

In  Economy,  Prin 
Business  or  Top  Cla 
this  basic  philosophy 
dictates  what  fooc 
we  serve 
and  how  w 
serve  it. 
From  the 
hearty  dishes 
the  South  to  the 
delicate  subtleties  < 
the  North,  we  serve 


o  live  like  the  Italians. 


d  of  specialties  you'd  expect  to  find  only 
he  finest  Italian  restaurants.  Like  the  classic 
il  alia  Cavour  with  Wild  Mushrooms,  as 
strated  here. 

Of  course,  no  meal  would  be  complete 
ihout  wines.  And  ours  are  from  the  finest 
leyards  in  Italy. 

FLY  TOP  CLASS  AND 
TAKE  OFF  IN  AN  ALFA  ROMEO. 


Since  our  Top  Class  is  limited  to  just  twelve 
amerette  seats  in  the  upper  deck  cabin  of  our  747, 
ire's  virtually  no  limit  to  the  personalized  service 
can  offer.  And  the  privileges  of  this  exclusive  club 
pot  end  when  you  land.  Reserve  in  advance,  and 
11  have  a  gleaming  Alfetta  2000  sports  sedan  for 

at  the  airport.  Yours  free  for  the  first  three  days 
our  visit.  As  your  first  few  minutes  on  the  road 

prove,  no  one  makes  cars  like  the  Italians. 


W. 


Even  our  economy  class  is  filled  with  little 
luxuries,  from  classic  Italian  opera  offered  over  stereo 
headphones  to  our  boutique  in  the  sky,  where  you 
can  shop  for  exclusive  fashions  from  Battistoni, 
Ferragamo,  Gianni  Versace,  Trussardi  and  Valentino. 
And,  of  course,  there  is  the  warm,  generous  service 
that  is  so  quintessentially  Italian. 


ITALY'S  AIRLINE  DOESN'T 
ONLY  FLY  TO  ITALY. 

Till  now  we  have  said  much  about  the  special 
Italian  quality  of  an  Alitalia  flight.  But  Alitalia  does 
much  more  than  fly  from  the  U.S.  to  Italy.  Our 
extensive  fleet  of  highly  advanced  aircraft  travels  the 
world.  Ninety-eight  destinations  on  six  continents. 

You  can  fly  Alitalia's  widebody  747 's  direct 
from  New  York,  Chicago,  Los  Angeles,  Montreal  or 
Toronto.  And  DC-10's  from  Boston,  seasonally. 

So  next  time  you  travel  to  Italy,  fly  Alitalia 
and  live  like  the  Italians  even  before  you  get  there. 


*^ 
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the  past  several  years.  Many  Italian 
companies,  in  fact,  made  headlines  in 
1984  with  radical  changes  in  their  fi- 
nancial structure  or  their  industrial  ca- 
pabilities and  with  new  and  significant 
international  strategic  agreements  and 
alliances. 

The  year  got  off  to  a  fast  start  with 
the  headline-making  agreement  be- 
tween Olivetti,  one  of  Europe's  most 
important  electronic  data-processing 
(EDP)  equipment  suppliers,  and  the 
U.S.  telecommunications  giant,  AT&T. 

Olivetti  president  Carlo  De  Benedetti 
is  considered  the  personality  behind 
the  most  important  international  in- 
dustrial and  financial  agreements  con- 
cluded by  Italian  companies  during 
1984.  "It's  highly  probable  that  interna- 
tional competition  will  become 
rougher  and  rougher  over  the  next  few 
years,"  says  De  Benedetti.  "And  the  po- 
sition of  Italy,  based  on  an  intermediate 
level  of  technology,  is  quite  delicate.  On 
the  one  hand,  it  must  withstand  the 
competition  and  technological  su- 
premacy of  the  most  advanced  indus- 
trial countries  (while  facing)  on  the 
other,  competition  in  terms  of  cost 
from  underdeveloped  Third  World 
countries.  The  question  of  being  com- 
petitive has  become  a  question  of 'the 
system'  in  which  a  country  operates. 
This  no  longer  depends  on  the  effi- 
ciency of  the  single  company  but 
rather  the  organization  and  efficiency 
of  the  whole  nation. 

"At  the  same  time,"  says  De  Bene- 
detti, "the  need  for  international  ties 
(between  companies)  is  on  the  in- 
crease." 

De  Benedetti,  recently  named  vice 
president  of  Comfindustria,  Italy's  na- 
tional association  of  manufacturers, 
cites  an  example  of  the  way  in  which 
Italy  slipped  behind  the  leaders  in  ad- 
vanced technology  areas:  "Between 
1970  and  1980,  exports  of  high  technol- 
ogy products  remained  stagnant  at  12 
percent  of  total  Italian  exports,  while 
they  rose  to  20-30  percent  of  the  total 
in  other  leading  industrial  countries." 

De  Benedetti  says  Olivetti  garnered  a 
double  advantage  from  its  agreement 
with  AT&T — it  can  draw  upon  AT&T's 
highly  advanced  technology  while 
counting  on  the  AT&T  tie  to  add  pres- 
tige to  Olivetti's  image  in  the  Italian 
industrial  and  financial  market. 

Agnelli  also  won  a  challenge  of  par- 
ticular importance  during  1984.  Agnelli 
had  already  successfully  restructured 
Fiat  as  a  corporate  whole  and,  in  par- 
ticular, put  the  company's  automotive 
division  back  into  a  profit-making  lead- 
ership position  on  the  European  mar- 
ket while  other  European  automakers 
— like  Renault,  Peugeot-Citroen  and 
Volkswagen — faced  financial  difficul- 
ties. 

In  1984,  Agnelli  led  the  Turin  auto- 
motive manufacturing  giant  on  a  fund- 


raising  stock  market  operation  the  likes 
of  which  it  had  never  before  attempted 
on  the  Italian  market.  Fiat  hiked  its 
share  capital  to  more  than  2,000  billion 
lire  (about  $1.1  billion),  a  not  unusual 
figure  on  the  U.S.  market  for  a  corpora- 
tion with  sales  of  22,000  billion  lire 
(about  $11.9  billion).  For  Italy,  though, 
where  big  businesses  are  notoriously 
undercapitalized  and  rely  greatly  on 
bank  loans  for  financing,  it  was  an  im- 
mense sum. 

The  success  of  the  Fiat  stock  market 
operation  (the  technical  details  of 
which  were  personally  handled  by  Fiat 
managing  director  Cesare  Romiti) , 
enabled  Agnelli  to  show  the  Italian 
business  world  how  an  Italian  manu- 
facturer both  in  avant-garde  areas 
(electronics,  telecommunications, 
robots)  and  traditional  areas  (autos, 
busses,  transportation  equipment, 
etc.)  can  be  a  profit  leader  in  both. 

The  secret  is  Fiat's  use  of  advanced 
manufacturing  technologies  in  both 
areas. 

"Whether  we  are  talking  about  our 
manufacturing  processes  or  the  quality 
of  our  product,"  says  Fiat  managing  di- 
rector Cesare  Romiti,  "our  technology 
in  the  automotive  industry— which 
accounts  for  half  of  total  Fiat  sales — 
is  considered  one  of  the  tops  in  the 
world.  The  Fiat  Uno  is  considered  an 
avant-garde  car  not  only  for  Europe  but 
for  the  United  States  and  Japan  as  well." 

The  Role  of  State- 
Controlled  Industries 

The  year  was  also  a  significant  turn- 
ing point  for  some  of  Italy's  most  im- 
portant state-controlled  industries,  IRI 
(Istituto  per  la  Ricostruzione  Industri- 
ale),  headed  by  Romano  Prodi,  and  ENI 
(Ente  Nazionale  Idrocarburi),  headed  by 
Franco  Reviglio.  The  two  former  univer- 
sity professors  immediately  identified 
the  necessity  of  managing  the  holding 
companies  along  sound  economic 
lines  and  minimizing  politically  moti- 
vated refinancing  of  dying  industries 
for  so-called  community  welfare 
reasons. 

According  to  data  released  by  Clelio 
Darida,  the  Italian  minister  for  State 
Participation  in  Industry,  losses  bv 
state-controlled  industry  during  the 
past  two  years  got  so  out  of  hand  that 
even  the  most  convinced  backers  of 
government-subsidized  industry  be- 
came alarmed.  In  1982,  IRI  lost  798  lire 
for  every  100  lire  of  sales — and  the  situ- 
ation worsened  in  1983  with  a  loss  of 
8.47  lire  per  100  lire  of  sales. 

The  trend  at  ENI  was  almost  as  bad: 
A  4.65  lire  loss  per  100  lire  of  sales  in 
1982  and  a  3.80  lire  loss  for  every  100 
lire  of  sales  in  1983.  If  all  goes  well  in 
1984,  IRI  president  Romano  Prodi  will 
be  able  to  report  that  IRI  group  losses 
have  dropped  to  5.18  lire  per  100  lire 


of  sales  while  ENI  president  Franco 
Reviglio  may  actually  report  a  near 

break-even  year,  with  a  mere  0.46  lire 
loss  per  100  lire  of  sales. 

Perhaps  more  importantly,  with  ad- 
herence to  plans  made  bv  Prodi  and 
Reviglio,  the  recovery  trend  should 
continue  at  an  accelerated  pace  in 
1985,  allowing  the  government-con- 
trolled combines  to  report  profits — a 
historic  event  after  years  and  years  of 
illusions. 

ENI  president  Reviglio  enunciates 
the  philosophy  behind  the  effort  to  im- 
pose efficiency  and  productivity  on 
Italian  government-controlled  industry: 
"One  indication  of  a  well-organized 
and  properly  functioning  government- 
controlled  company  is  that  its  role  (in 
the  economy)  is  clearly  defined.  The 
role  of  ENI  and  other  government- 
controlled  enterprises  is  to  develop 
economically  sound  business  activity." 

ENI's  task,  according  to  Reviglio,  is  to 
satisfy  Italy's  energy  needs  with  two 
primary  objectives  in  mind:  To  in- 
crease prospecting  to  build  up  ENI's 
proprietary  energy  reserves  as  new 
sources  come  on-stream  and  to  in- 
crease the  quantity  of  crude  oil  ENI 
can  produce  on  its  own.  This  is  ex- 
pected to  account  for  47  percent  of  the 
total  crude  consumed  in  Italy  in  1984 
and  well  over  half  the  total  crude  needs 
within  a  few  short  years. 

"In  1984,"  says  Reviglio,  "ENI  invest- 
ments in  developing  energy  sources 
will  top  4,800  billion  lire— 3,000  lire  vi«i 
AGIP,  400  billion  lire  via  AGIP  Petroli,  1 
billion  lire  via  SNAM  and  50  billion  lire 
in  coal." 

Reviglio  is  also  proud  to  point  out 
that  AGIP  achievements  in  1983  were 
among  the  best  in  ENI  history  in  ac- 
quiring new  reserves,  producing  crude  i 
and  profitability — 573  billion  lire  profn 
compared  to  zero  profit  in  1982.  The 
same  applies  to  SNAM,  which  posted  a 
200  billion  lire  profit  in  1983,  doubling 
the  1982  level.  ENI's  service  subsidi- 
aries— Saipem,  Snamprogetti  and 
Nouvo  Pignone — are  among  the  top 
companies  in  their  fields  worldwide. 

At  the  same  time,  however,  ENI  mus 
deal  with  several  critical  areas  of  the 
Italian  economy:  Textiles;  textile  ma- 
chinery and  equipment;  minerals;  me- 
tallurgy; and  chemicals,  where  ENI  ha; 
been  saddled  with  the  responsibility 
for  monev-losing  plants  once  owned  by 
Sir,  Liquichimica,  and  Montedison. 
These  areas  are  largely  responsible  for 
the  ENI  losses  which  are  in  the  pro- 
cess of  being  sharply  reduced. 

"The  six-legged  dog,  the  ENI  trade- 
mark dating  back  to  the  days  of  Enrico 
Mattei,  founding  father  of  the  giant 
combine,  has  started  to  run  again," 
says  Reviglio.  "It  is  a  canine  which 
commands  respect  and  an  animal  that 
our  foreign  competitors  prefer  to  have 
as  a  friend  rather  than  an  enemy." 


GRUPPO 


The  IRI  Group  is  one  of  the 
protagonists  most  relevant  to  Italian 
economic  life,  one  of  the  most 
important  in  Europe  and  in  the  world. 
It  had  a  turnover  of  38  thousand 
billion  lire  in  1983. 
of  which  approximately 
12  thousand  billion  abroad. 
It  employs  515  thousand  persons  and 
is  constantly  engaged  in  research 
and  in  its  projection  abroad.  These 
factors  make  IRI  a  qualified  partner  in 
dialogue,  both  in  the  highly  industry  in- 
tense countries,  which  in  1983  absor- 
bed 45%  of  the  Group's  export  sales, 
and  in  developing  countries. 
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VANGUARD 

TECHNOLOGIES 

TO  REDISCOVER 

THE  OLD 

AND  THE  NEW  WORLD 

For  the  IRI  Group,  the  growth  of  its  presence 
on  the  most  difficult  international  markets,  over 
30%  of  its  turnover  involves  foreign  markets,-  has 
been  more  than  a  mere  turn,  it  has  been  the  natural 
culmination  of  a  strategy  of  the  most  gualifying  initiati- 
ves from  the  point  of  view  of  the  products  offered, 
made  possible  by  the  high  technological  level  attained, 
which  makes  it  possible  for  the  Group's  key  companies  to 
stipulate  prestigious  operational  agreements  with  major  world 
companies.  This  choice,  which  leads  towards  the  most  advanced 
countries,  proves  to  be  rewarding,  in  terms  of  innovation  and 
productive  integration,  as  well  as  to  the  traditional  foreign  markets 
like  those  of  the  developing  countries.  In  this  way  the  old  and  the  new 
world  provide  a  joint  answer  to  the  discovery  of  how  it  is  possible  to  change. 


HOW  THE  AGUSTA  GROUP  MAK 


When  the  Agusta  Group  tackles  a  problem,  it  has  some 
impressive  resources  to  call  on.  A  vast  organisation 
of  scientists  and  technicians  dedicated  exclusively 
to  research  and  development. 
And  a  massive  fund  of  know-how  and  expertise  that 
spans  the  whole  field  of  aeronautics  -  from  Agusta's 
Helicopter  Division  through  its  Airplanes  Division 


to  its  Systems  Division.  But  advanced  technc  j 
doesn't  necessarily  mean  complex,  highly  sopl  | 
cated  aircraft. 

THE  VERSATILE  TWIN-ENGINED  CANGU 

The  Agusta  Group  has  also  applied  this  technc  i 
to  produce  rugged,  versatile,  economic  mach  5 

SF600  Canguro  lui  I 
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iCHNOLOGY  MEAN  BUSINESS. 


j  in  the  case  of  the  SF600  Canguro  twin-engined 
ility  turboprop. 

eveloped  and  built  by  SIAI  Marchetti  of  Agusta's 
rplanes  Division,  the  Canguro  is  a  sturdy,  easy-to- 
antain  aircraft  that  can  fulfill  a  wide  range  of  roles 
en  in  remote  and  difficult  terrain.  It  can  be  quickly 
inverted  from  passenger  transport  (with  seating 
r  11)  to  a  cargo  configuration  that  offers  2  80  cubic 
et  of  space  in  a  fully  accessible  square  section  more 
an  15  feet  long. 

le  Canguro  is  ideal  for  photogrammetric  opera- 
ms  -  a  field  in  which  Agusta  Group  technology  is  a 
oneer  and  world  leader. 

the  military  field,  the  Canguro  can  be  used  for  pa- 
chuting,  or  is  available  with  a  retractable  under- 
rriage  that  allows  the  installation  of  3  60°  radar  for 
aritime  surveillance. 

:her  configurations  of  the  Canguro  can  be  used  for 
op  spraying  or  for  ambulance  work, 
it  this  is  only  part  of  the  Agusta  Group's  involvement 
aerospace  technology.  If  the  Canguro  represents 
e  kind  of  flying  ambulance,  Agusta's  Helicopter 
vision  produces  a  quite  different  one:  the  A109 
jdevac. 

THE  LIFE-SAVING  A109  MEDEVAC 

n  doctors  are  faced  with  the  problem  of  treating 
•iously  injured  casualties,  one  factor  is  paramount, 
eed.  If  complete  life  support  equipment  arrives 
thin  minutes,  chances  of  survival  are  dramatically 
:reased.  And  that's  where  Agusta  Group  techno- 
\y  comes  in. 

e  A109  Medevac  is  one  of  the  fastest  helicopters 
the  world.  It  can  rush  emergency  medical  teams 
the  scene  of  accidents  at  high  speed,  significantly 
reasing  the  chances  of  saving  lives.  The  A109 
devac  is  fully  equipped  with  sophisticated         A 
i-support    systems,    from    incubators    to         /f 
G's.  Thanks  to  its  compact  size  and  great 
noeuvrability,  the  A109  can  land  and 
e  off  in  the  tightest  corners. 

Id  it's  quiet  enough  to  operate  in  densely 
aulated  zones  and  near  hospitals.  And  am- 
ance  work  is  only  one  of  many  applications  of 
versatile  A109. 

ffi  MUX  FLIGHT  MANAGEMENT  SYSTEM 

Agusta  Group  technology  is  active,  above  all,  in 
systems  field,  an  area  of  rapidly  increasing  im- 
tance  in  aerospace  technology.  Agusta  has  deve- 
ed,  together  with  the  Harris  Corporation  of  Ame- 

GRUPPO 


rica,  a  computerised  flight  management  system  for 
the  A129  Mongoose  defence  helicopter. 
This  system,  the  MUX,  is  one  of  the  most  advanced 
of  its  kind  in  the  world.  It  automatically  controls  all 
flight  and  mission  functions,  allowing  the  pilot  and 
gunner  to  monitor  continuously  the  aircraft's  per- 
formance, systems  and  weapons.  The  A129  is  the 


MUX  flight 
management  system 


first,  and  currently  the  only  helicopter  to  incorpor- 
ate an  MUX  that  completely  integrates  all  functions. 
And  Agusta's  Systems  Division  plans  to  install  simi- 
lar equipment  on  board  the  EH101  helicopter,  under 
joint  development  by  Agusta  and  the  British  West- 
land  Group. 
If  you  would  like  to  know  more  about  how  the 


AID'J  Mede\ 


Agusta  Group  makes  technology  mean  busi- 
ness, please  contact: 

Agusta  Group  Marketing  Headquarters, 
Via  Caldera  21,  Milan.  Tel.  02/452751.  Telex  333280. 
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The  Professor's  Lesson 

IRI's  president,  Romano  Prodi,  ex- 
udes an  enthusiasm  which  is  similar  to 
Reviglio's  and  which  reflects  the  efforts 
of  both  government-controlled  groups 
to  instill  efficiency  into  their  respective 
organizations.  Prodi's  business  philos- 
ophy is  well-known:  Move  ahead  with 
decisiveness  to  restructure  IRI's  crisis 
areas — such  as  steel — and  thus  free 
the  giant  holding  company  to  concen- 
trate its  energies  and  its  capital  invest- 
ments in  new  growth  areas  such  as 
electronics  and  telecommunications. 

Prodi's  policv  has  sparked  contro- 
versy, particularly  from  labor  and 
political  opponents,  but  Prodi  cites 
"economic  reality"  for  his  actions.  "No 
single  country  today  has  the  economic 
resources  needed  to  conserve  the  old 
and,  at  the  same  time,  build  something 
new,"  savs  Prodi.  "Even  for  us  in  Italy, 
the  time  has  come  to  make  decisions. 
Until  now,  we  thought  the  innovation 
route  was  useful  for  some  things — 
primarily  to  boost  productivity — but 
damaging  to  jobs." 

At  this  point,  according  to  Prodi,  the 
only  way  Europe  can  overcome  the 
technological  gap  is  by  establishing 
closer  ties  with  the  countries  in  the 
technological  forefront — which  is 
preciselv  what  IRI  is  doing.  Stet,  IRI's 
telephone  and  telecommunications 
holding  company  subsidiary,  has 
signed  an  agreement  covering  factory 
automation  with  IBM.  IRI's  Elsag  sub- 
sidiary and  IBM  have  set  up  a  joint 
venture  with  IRI  holding  a  51  percent 
interest  through  Stet.  Another  IRI-Stet 
subsidiary  Sgs-Ates,  under  the  same 
agreement,  will  market  100  million  lire 
worth  of  IBM  products  in  Italy  during 
1985. 

The  IRI-IBM  deal  will  probably  prove 
to  be  the  first  step  in  building  broader 
Italy-United  States  ties  in  telephones, 
telecommunications,  switchboards, 
work  stations  and  other  high-technol- 
ogy product  areas  in  which  Stet  is  eval- 
uating offers  from  IBM,  as  well  as  from 
Olivetti  and  Olivetti's  new  American 
partner,  AT&T. 

"IRI's  task  today  is  to  help  Italy  up- 
date its  economic  structure  via  the 
creation  of  large-scale  technological 
systems,"  explains  Prodi.  "What's  in- 
volved, however,  isn't  just  telecommun- 
ications— the  first  area  that  comes  to 
mind  when  people  talk  about  new 
technologies — but  large-scale  techno- 
logical systems  that  range  from  those 
for  the  steel  industry  to  those  for 
transportation  networks." 

Steel  remains  IRI's  number-one 
crisis  industry.  Finsider,  IRI's  steel- 
industry  subsidiary  holding  company, 
racked  up  a  deficit  last  year  of  2,100  bil- 
lion lire— two-thirds  of"  IRI's  total  1983 
losses  and  88  percent  of  IRI's  industrial 
subsidiaries'  losses.  Thanks  to  drastic 


reorganization  and  restructuring  meas-  I 
ures  and  a  revitalization  of  steel  orders    ! 
during  the  first  half  of  the  year,  Finsi- 
der expects  a  substantial  drop  in  its 
losses  for  1984  and  a  break-even  year 
for  1986,  if  everything  proceeds  accord-  j 
ing  to  plan. 

Two  other  crisis  areas  faced  bv  IRI 
are  shipbuilding  and  shipping,  indus- 
tries caught  in  a  world-wide  depres- 
sion. 

On  the  other  hand,  three  areas  in 
which  IRI  is  doing  well  are  electronics, 
telecommunications  and  food.  The  lat-    I 
ter  area  has  come  back  into  the  black 
after  10  years  of  losses.  SMA,  IRI's  food 
and  food-service  holding  company,  has    1 
successfully  restructured  a  series  of 
former  losers  ranging  from  Italgel  (fro-  j 
zen  foods)  to  Sidalm  (motta  and  Ale- 
magna  "Panetone")  and  Cirio  (the 
Naples  tomato  and  vegetable-packing 
company  which  reflects  the  agricul- 
tural wealth  of  southern  Italy). 

Fat  Profits I 

Another  IRI  subsidiary  is  doing 
well  after  years  of  financial  difficulty. 
Alitalia,  Italy's  flag-carrying  airline,  ex-  I 
pects  to  close  1984  with  a  fat  profit  and  1 
to  reward  company  president  Umberto    I 
Nordio's  long-time  struggle  to  make 
Alitalia  one  of  the  world's  most 
efficiently  operated  airlines. 

Along  with  being  Italy's  far-flung 
flag-carrier,  Alitalia  also  owns  two 
domestic  airlines.  ATI-Aerotrasporti 
Italiani  and  Aermediterranea  are  both    ! 
extensively  involved  in  medium-range 
charter  flights.  In  addition,  Alitalia  re- 
cently purchased  a  45  percent  interest 
in  the  Societa  Aeroporti  di  Roma,  the 
company  that  manages  Rome's  Fiumi-    i 
cino  International  airport.  The  pur- 
chase was  part  of  Alitalia's  all-out  drive  I 
to  improve  arrival,  departure  and  in- 
transit  services. 

Lastly,  Alitalia  has  a  24  percent  inter-  I 
est  in  Sigma,  a  company  that  develops 
and  markets  computerized  multi- 
access reservation  and  ticketing 
systems  for  use  by  travel  agencies  and 
tour  operators. 

"The  rapid  and  constant  growth  of 
Alitalia  activities,"  says  Nordio,  "means 
our  company  has  come  to  plav  an  im- 
portant role  on  the  international  mar- 
ket as  well  as  its  leading  role  on  the 
Italian  domestic  scene."  Some  1983  fig- 
ures backup  Nordio's  assertions:  Total 
sales  of  the  Alitalia-ATI-Aermediterra- 
nea  Group  were  up  17.4  percent  last 
year  to  2,732  billion  lire  while  passen- 
gers increased  in  number  by  3.3  per- 
cent to  284,832  and  freight  carried  rose 
8  percent  to  160,000  metric  tons. 

Alitalia  officials  emphasize  that  all  o 
the  increases  came  while  capacity 
grew  by  a  mere  1.8  percent,  showing 
that  Alitalia's  ratio  of  use  to  total  ca- 
pacity is  on  a  steady— if  measured — 
upswing  to  60.9  percent  in  1983  from 


9.9  percent  in  1982.  Simultaneously, 
.litalia's  index  of  "regularity  of  service" 
nproved  substantially  to  98  percent  in 
regularity"  (the  highest  in  years)  and 
s  indices  of  "punctual  departures" 
nd  "on-time  arrivals"  rose  to  81.4 
ercent. 

The  Alitalia  Group  employs  20,737 
eople.  Its  94  aircraft  include  six  dedi- 
ated  to  training  purposes  and  20 
ide-bodvjets  (Boeing  747s)  witn  two 
lore  747s  scheduled  to  enter  service 
1 1985.  Capital  investment  in  1983 
mounted  to  258  billion  lire  and  the 
ampany  ended  the  year  with  net  prof- 
s  of  174  billion  lire  compared  with  1.3 
illion  in  profits  for  1982. 
The  promising  1983  results  look  even 
lore  impressive,  in  light  of  the  falling 
affic  and  rising  costs  encountered  by 
lanv  international  carriers  last  year 
nd  the  consequent  number  of  LATA 
irlines  reporting  heavy  losses.  And 
litalia's  outlook  for  1984  is  even  bright - 
•:  Profit  for  the  first  half  rose  to  26.8 
illion  lire,  more  than  150  percent 
igher  than  Alitalia's  profit  for  all  of 
)83. 

According  to  Giorgio  Zadra,  Alitalia's 
■nior  vice  president  for  corporate 
lanning,  "We  are  fully  convinced  that 
le  results  confirm  the  validity  of  our 
ng-term  sales  strategies  and,  in  par- 
:ular,  what  we  are  doing  in  respect  to 
le  business  travel  market,  offering  an 
ctremely  high-quality  product.  The 


'top  class'  on  our  Boeing  747s  offers  a 
high-quality  service,  far  superior  to 
that  offered  by  traditional  first  class  on 
long  distance  flights.  And  our  new 
'business  class'  is  also  now  available  on 
all  our  intercontinental  flights. 

"Moreover,"  says  Zadra,  "this  year  we 
have  strengthened  our  service  to  some 
of  the  world's  fastest  growing  markets 
with  the  inauguration  of  Alitalia  ser- 
vice to  Los  Angeles,  our  fourth  landing 
point  in  the  United  States  after  New 
York,  Chicago  and  Boston,  and  beefing 
up  our  service  to  the  Far  East  and 
Japan." 

Technological  Challenge 

While  Alitalia  has  become  synony- 
mous with  "Made  in  Italy"  in  interna- 
tional air  transportation,  several  other 
companies  have  made  Italy  an  impor- 
tant source  of  prestigious  aviation 
products. 

Agusta,  part  of  the  state-controlled 
Efim  Group,  is  the  third-largest  govern- 
ment-controlled company  in  Italy 
Agusta's  strategy,  developed  by  manag- 
ing director  Raffaelo  Teti,  has  three 
facets:  Straightening  out  the  company's 
financial  situation  by  nearly  doubling 
capitalization;  reorganizing  its  interna- 
tional sales  organizations  to  develop 
new  markets  for  Agusta  product;  and 
updating  Agusta  products  to  satisfy 
specific  market  needs. 


"We  feel  our  current  portfolio  of  or- 
ders— about  2,000  billion  lire  with  a 
good  possibility  of  further  increases — 
means  we  made  the  right  decisions 
and  can  look  forward  to  a  reasonably 
favorable  business  situation  for  the 
next  two  years,"  says  Teti.  "That  is,  un- 
til we  come  out  with  our  new  Agusta 
models." 

Agusta,  which  also  produces  heli- 
copters under  license  from  Bell,  has  a 
few  aces  up  its  sleeve.  The  A129  Man- 
gusta  antitank  helicopter,  designed  and 
built  entirely  in  Italy,  has  drawn  much 
favorable  comment  and  interest  from 
several  countries  and  their  military 
equipment  purchasing  offices.  The  first 
prototype  was  flight-tested  successfully 
in  September  of  1983  and  work  on 
three  new  prototype  models  is  well  un- 
derway. "The  Mangusta  is  a  concrete 
example  of  the  high  quality  of  the  tech- 
nology and  design  capabilities  of  the 
Italian  aerospace  industry,"  says  Teti. 

Another  example  of  advanced  aero- 
space technology  is  the  EH  101  me- 
dium-duty antisubmarine  helicopter 
under  development  by  Agusta  in  a  50- 
50  joint  venture  with  Westland  Helicop- 
ter of  Great  Britain.  The  program,  al- 
ready at  an  advanced  stage,  calls  for 
development  of  utility  and  civilian  ver- 
sions of  the  aircraft.  The  new  helicop- 
ter will  use  some  of  the  most  advanced 
technology  available,  including  a  mi- 
croprocessor-based avionics  system 


Reliance  on  facts 

For  its  operational  and  productive  size  structure, 
Cassa  di  Risparmi  e  Depositi  di  Prato  is  the  leading  bank  in  the 
major  textile  area  of  Europe. 

The  Cassa's  vital  activity  and  available  resources,  its 
widespread  flexible  network  of  branches,  which  can  be 
considered  actual  service  centres,  enable  the  bank  to  fully  satisfy 
the  various  requirements  of  families  and  industries. 


CASSA 
DI  RISPARMI 
E  DEPOSITI 
DI  PRATO 


50047  PRA TO/ITALY  •  VIA  DEGL1  ALBERTI.  2  ■  TEL    (0039-574)4921     TELEX  PRATO  E  572382  ■  PRATO  I  572472 


called  the  "Multiplex"  and  composite 
materials  for  the  rotary  blades. 

Agusta  and  Westland  plan  to  seek 
government  approval  for  the  civilian 
version  of  the  aircraft  simultaneously 
in  Italv,  Great  Britain  and  the  United 
States — and  thus,  for  all  practical  pur- 
poses, in  every  major  country  of  the 
western  world.  Through  its  Agusta 
Corp.  marketing  subsidiary,  Agusta 
handles  the  American  market. 

Agusta  helicopters,  which  have  been 
very  successful  in  the  United  States 
and  other  world  markets,  include  the 
A109  family  of  helicopters,  designed 
and  built  entirely  in  Italy.  At  the  recent 
Farnborough  Air  Show  in  Great  Britain, 
Agusta  offered  a  new  version  of  the 
A109.  Powered  by  an  Arriel  1-K  engine, 
which  is  far  more  powerful  than  the 
engines  in  earlier  models,  the  A109K 
was  engineered  to  operate  in  difficult 
high-temperature  and  high-altitude 
environments.  A  new  rotary  stem  and 
blade  system  is  designed  to  cope  with 
abrasion  from  dust  and  sand  on  the 
blades  and  engine  during  take-off  and 
landing  away  from  landing  pads. 

Milan:  Trade  and 
Financial  Center 

One  of  the  major  vehicles  through 
which  the  world  gets  to  know  about 
the  variety  of  prestige  goods  produced 
in  Italy  is  the  Milan  Fair,  Italy's  most 
important  trade  fair  organization. 
Every  year,  the  Milan  Fair  holds  80 
specialized  trade  shows — more  than 
any  other  single  European  trade  organ- 
ization. 

Mario  Boselli,  Como  textile  magnate 
and  newlv  appointed  president  of  the 
Milan  Fair,  says,  "Our  function  is  a 
simple  one — to  be  the  most  effective 
possible  vehicle  between  the  Italian 
manufacturer/exhibitor  and  the  world 
market." 

Milan  has  been  recognized  as  Italy's 
marketing  capital,  but  also  is  fast  be- 
coming Italy's  financial  center.  Milan's 
stock  market  is  the  most  important  in 
Italy  and  Milan  has  more  foreign  bank 
branches  and  rep  offices  than  any 
other  Italian  city. 

"Our  stock  market  is  an  extremely 
small  one — a  mere  139  companies — 
and  the  total  value  of  the  stock  quoted 
adds  up  to  only  72  percent  of  Italy's  in- 
ternal gross  product,"  savs  Nerio  Nesi, 
president  of  Italy's  giant  Banca  Nazion- 
ale  di  Lavoro.  "But  the  outlook  for  the 
future  is  extremely  promising." 

After  years  of  stagnation,  dividends 
paid  by  companies  quoted  on  the  ex- 
change are  on  the  upswing — particu- 
larly for  manufacturing  companies — 
and  for  the  first  time  in  Italy's 
post-World  War  II  history,  a  score  of 
prosperous  Italian  companies  are  ap- 
plying or  have  applied  for  quotation  on 
the  Milan  Exchange.  Applicants  in- 
clude Saipem,  the  prosperous  ENI 


engineering  and  drilling  subsidiary; 
Danieli  of  Udize,  a  world  leader  in  the 
construction  of  steel  mini  plants; 
Selenia,  Italy's  IRJ -controlled  electron- 
ics subsidiary;  and  Iniziative  Meta, 
Montedison's  new  advanced  services 
company. 

New  Banking  Services 

The  growth  of  banking  and — partic- 
ularly— of  banking  services  in  Italy  over 
the  past  few  years  is  another  positive 
aspect  of  the  Italian  economic  scene. 

Carlo  Zini,  general  manager  of  Italy's 
Monte  dei  Paschi  di  Siena  bank,  says, 
"The  progressive  reduction  of  the  Ital- 
ian bank's  role  as  a  simple  intermedi- 
ary in  transactions  is  pinpointing  the 
growing  role  of  Italian  banks  in  new  fi- 
nancial services,  consulting  and  as- 
sorted other  'para-banking'  services." 
Monte  dei  Paschi  is  Italy's — and,  per- 
haps, one  of  the  world's — oldest  finan- 
cial institutions;  it  was  founded  20 
years  before  Columbus  landed  in  the 
New  World. 

The  selection  by  Monte  dei  Paschi,  a 
major  factor  on  the  Italian  banking 
scene,  of  new  directions  is  considered 
highly  significant  by  banking  observers. 
Monte  dei  Paschi's  year-end  group  fi- 
nancial statement  showed  13,000  bil- 
lion lire  in  outstanding  loans  against 
deposits  totaling  27,000  billion  lire. 
Gross  profits  were  reported  at  674  bil- 
lion lire  while  net  profits,  after  amorti- 
zation and  taxes,  were  71  billion  lire. 
Monte  dei  Paschi  Group  results  for  the 
first  half  of  1984  showed  a  12  percent 
increase  in  deposits  while  outstanding 
loans  rose  25  percent. 

Monte  dei  Paschi's  branch  banking 
system  accounts  for  a  third  of  the  total 
banking  market  in  Tuscany — including 
the  cities  of  Florence,  Siena  and  Arezzo 
— which  is  considered  the  birthplace 
of  modern  banking.  "The  heavy  con- 
centration of  our  banking  activity  in 
Tuscany  in  no  way  inhibits  our  expan- 
sion in  other  areas  of  the  Italian  mar- 
ket, particularly  the  South  and  abroad," 
says  Zini.  "In  any  case,  we  feel  the 
prestige  and  reliability  of  service  asso- 
ciated with  the  Monte  dei  Paschi  name 
is  far  more  important  than  the  number 
of  branches  our  bank  mav  have."  The 
new  directions  of  the  Monte  dei  Paschi 
seem  to  reflect  the  authority  and  dyna- 
mism to  which  Zini  refers. 

The  first  effort  by  Monte  dei  Paschi 
to  step  up  its  activity  abroad  will  be  the 
replacement  of  its  rep  office  in  Singa- 
pore with  a  branch  bank,  followed  by 
the  opening  of  rep  offices  in  Bahrain, 
Frankfurt  and  Paris.  "The  expansion 
program  is  not  merely  a  question  of 
prestige,"  says  Zini,  "but  reflects  the 
policy  of  our  bank  to  follow  the  devel- 
opments of  our  clientele,  who  are  be- 
coming increasingly  international  in 
their  operations  as  the  world  economy 
and  marketplace  become  integrated. 


"Our  ability  to  offer  our  world- 
wandering  clientele  on-the-spot  bank- 
ing and  consulting  services  has  be- 
come extremely  important." 

Monte  dei  Paschi's  branch  banking 
operation  in  New  York  is  a  prime 
example  of  how  the  bank  can  help  its 
clients — or  other  Italian  firms — operat- 
ing in  the  American  market  without 
pretending  to  compete  with  the  Ameri- 
can banking  giants  on  their  home 
ground  ("though  Italian — and  particu- 
larly, Tuscan — bankers  have  nothing  to 
fear  in  regard  to  the  abilities  of  their 
American  colleagues,"  says  Zini). 

At  the  same  time,  for  American  busi- 
nessmen interested  in  investing  in  Italy 
or  in  penetrating  the  Italian  market  or 
reinforcing  their  presence  there,  Monte 
dei  Paschi's  first-hand  knowledge  of 
the  Italian  market  can  offer  a  first-class 
vehicle  in  financing  and  in  general  con- 
sulting. The  three  most  important 
areas  of  activity  for  Monte  dei  Paschi  in 
New  York  are  financing  the  subsidiaries 
of  Italian  companies  operating  in 
America,  financing  exports  of  Italian 
customers  to  the  United  States  and  of- 
fering the  widest  possible  range  of 
banking  and  consulting  services. 

The  importance  of  financing  exports 
to  key  foreign  markets  is  emphasized 
also  by  Arturo  Prospero,  general  man- 
ager of  the  Cassa  di  Depositi  e  Rispar- 
mi  of  Prato,  one  of  Italy's  most 
important  textile  centers. 

"Our  number-three  position  among 
Italy's  90  provincial  savings  banks  re- 
flects our  merchant  banking  attitude 
in  regard  to  export  financing,"  says 
Prospero.  "And  the  key  to  being  a  good  I 
merchant  banker  is  the  ability  to  arrive 
at  quick  decisions: — something  we  are 
extremely  proud  of  at  the  Cassa  di  De-    i 
positi  e  Risparmi  di  Prato."  Yes-or-no 
loan  decisions  at  the  Prato  bank,  a  spe- 
cialist in  financing  Prato's  textile  and 
ready-to-wear  exports,  are  made  in 
four  or  five  days — a  rather  exceptional  I 
span  on  the  Italian  banking  scene. 
The  policy  has  been  rewarded  with  re- 
markable financial  results:  Profits  have  i 
increased  tenfold  since  1978  while  out- 
standing loans  have  risen  from  511  bil- 
lion lire  to  1,234  billion  lire. 

Certainly,  the  Cassa  di  Prato  doesn't 
pretend  to  compare  its  deposit,  loan 
and  turnover  situation  with  Italy's 
giant  commercial  banks,  but  its  dy- 
namic operational  flexibility  is  one  of 
the  most  outstanding  in  Italy.  Home 
banking  systems  have  been  installed 
for  the  bank's  150  top  clients,  allowing 
the  client  to  follow  their  respective 
banking  situations  and  conduct  rou- 
tine banking  activities  via  a  video  termi 
nal.  The  bank  also  offers  marketing  am 
commercial  services-consulting  to  its 
Prato  business  clients  on  all  major  ex- 
port markets  via  rep  offices  or  corre- 
spondent banks. 

Giuseppe  Oldani  is  a  business purrialist for 
Panorama  Italy's  largest  newsweekly  magazi 
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Eyebrows  rose  when  Continental  told 
2,100  agents  to  shape  up  or  drop  out.  Now 
its  ahead  in  the  climb  back  to  profitability. 

Shoot  the 
stragglers 


By  Lisa  Gubernick 


If  there's  one  thing  I  had  to  do 
over,"  says  John  (Jake)  Mascotte, 
chairman  of  Continental  Corp., 
the  nation's  fifth-largest  stockholder- 
owned  property/casualty  company,  "I 
wouldn't  have  called  it  shooting  the 
stragglers." 

Mascotte,  45,  now  pre- 
fers to  call  last  year's 
1,750-agent  purge  an 
"agent  refinement  pro- 
gram," and  there's  no 
question  the  bloodletting 
was  needed.  The  $3.9  bil- 
lion (1983  revenues)  Con- 
tinental didn't  even  cover 
its  preferred  dividend  last 
year,  if  capital  gains  and 
nonrecurring  profits  are 
excluded.  It  could  net  $65 
million,  or  $1.35  a  share, 
for  1984,  and  it  is  one  of 
the  few  major  insurers 
whose  underwriting  profit 
margin  so  far  this  year  has 
improved  over  1983's. 
The  property/casualty  in- 
dustry's combined  ratio 
averages  about  120%, 
which  means  claims  and  expenses 
run  to  $1.20  per  dollar  of  premium. 
(The  ratio  ignores  investment  in- 
come.) Continental's  combined  ratio 
is  115%  and  falling. 

The  agents  who  were  dumped  or 
pressured  to  resign — a  fourth  of  Con- 
tinental's total — were  taken  aback. 
(Of  2,100  originally  threatened,  so  far 
only  about  350  have  survived  through 
a  rehabilitation  program.)  "A  lot  of 
them  were  staring  at  plaques  that  said 
they  were  excellent  Continental 
agents,"  says  Kim  Van  Dyke,  who  was 
responsible  for  setting  up  a  program  to 
aid  former  agents  for  the  Professional 
Insurance  Agents  of  New  York,  New 


Jersey  and  Connecticut. 

Why  would  a  company  cut  off  a 
fourth  of  its  retail  outlets?  Howard 
Singer,  55,  an  insurance  agent  in  Stat- 
en  Island,  N.Y.,  who  started  with 
Continental  two  decades  ago,  is  a  case 
in  point.  He  was  sending  Continental 
about  $600,000  annually  in  premi- 
ums, for  which  Continental  paid  him 


Continental  Corp.  Chairman  John  Mascotte 
Fewer  agents,  more  profits. 


commissions  averaging  16%,  when 
he  was  told  to  take  his  business  to 
other  companies.  Not  all  his  custom- 
ers were  willing  to  switch,  so  the  cut- 
off cost  him  money. 

"We  tried  to  be  Continental  people. 
Look  where  it  got  us,"  says  Singer 
bitterly.  But  his  claims  ratio  of  73% 
was  18  points  too  high.  In  this  highly 
regulated  industry,  underwriters  can't 
reject  policyholders  too  arbitrarily,  so 
their  best  course  is  to  be  very  discrim- 
inating in  the  way  they  arrange  their 
distribution  system.  Mascotte,  says 
Oppenheimer  &  Co.  analyst  Myron 
Picoult,  "has  had  the  intestinal  forti- 
tude to  do  what  everyone  else  said 


couldn't  be  done." 

Notwithstanding  the  cuts  among 
the  independent  agents,  Continen- 
tal's premium  revenues  have  in- 
creased by  $490  million,  to  $3  billion, 
for  the  first  nine  months  of  this  year, 
compared  with  1983.  The  agents  who 
stayed  are  sending  more  profitable 
business  to  Continental  (some  of  the 
stragglers  had  combined  ratios  as  high 
as  150%).  Meanwhile,  having  fewer 
agents  has  helped  Continental  slash 
corporate  overhead  by  25%,  to  $20 
million  a  year. 

Mascotte,  who  came  from  Mutual 
Benefit  Life  Insurance  Co.,  took  over 
from  retiring  Continental  Chairman 
John  Ricker  in  December  1982 
Ricker  had  led  Continental  on  a  disas 
trous  foray  into  financial  services 
nursing  along  Diners  Club  for  years 
before  taking  a  $16.6  million  pretax 
loss  on  the  operation  when  he  sold  it 
to  Citibank  in  1981.  More  important 
Ricker  left  behind  an  unwieldy  agent 
distribution  system  that  was  losing 
ground  to  direct  writers  such  as  State 
Farm,  Geico  and  Sears,  Roebuck's  All 
state,  which  sell  automobile  and  oth 
er  personal  lines  through  their  own 
employees  rather  than 
through  independent 

agents. 

Mascotte  has  rewarded 
his  best  1,850  agents,  wh 
account  for  59%  of  premi 
um  volume,  with  im 
proved  data  processing 
services,  marketing  sup 
port  and  low-cost  loans 
He  is  also  shifting  to  more 
profitable  lines.  The  $668 
million  revenues  from  lift 
and  health  premiums  fo 
the  first  nine  months 
1984  were  more  than  dou 
ble  those  of  a  year  earlier 
And  Continental  aims  tc 
increase  the  portion  of  it 
business  coming  from  in 
surance  brokers  who  sel 

commercial  lines  to  larg 

companies,  from  13%  to  30%  b 
1990.  "In  a  time  when  there's  a  lot  o< 
turmoil  out  there,  Continental 
proving  to  be  one  of  our  best  mar. 
kets,"  says  Stephen  Crane,  chief  fii 
nancial  officer  of  Corroon  &.  Black, 
leading  broker.  Mascotte  is  also  mov 
ing  into  financial  guarantees.  Howe\ 
er,  instead  of  underwriting  Thir 
World  debt  for  Citibank,  like  Cign; 
he's  underwriting  medium-size  ir.i 
dustrial  bonds. 

Even  with  all  this  good  news, 
may  be  1986  before  Continental  ca 
cover  its  $2.60-a-share  common  div 
dend  with  operating  earnings.  Rom 
wasn't  rebuilt  in  a  day.  ■ 
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GLOBAL  REACH 


The  most  thoroughly  proven  local  area 
network  in  the  world,  the  most  com- 
plete automated  office  system  avail- 
able today  and  the  most  advanced 
windowing  software  in  existence.  All 
from  DATAPOINT  All  revolutionary  in 
their  capabilities  and  ease  of  use. 

DATAPOINT  sparked  a  revolution 
in  business  communications  with 
ARC  (Attached  Resource  Com- 
puter"), the  first  and  foremost  local 
area  network,  and  today  we  continue 
to  lead  the  revolution  with  our  new 
PRO-VISTA™  family  of  state-of-the-art 
office  systems.  No  other  company  can 
match  our  networking  skill  and  experi- 
ence We  have  more  local  area  net- 
works up  and  running  than  Wang, 


Xerox,  and  IBM  combined.  And  no 
company  can  match  our  integration 
of  local  area  networks  and  office 
systems. 

PRO-VISTA  features  highly  sophis- 
ticated, yet  remarkably  easy  to  use. 
software  and  economically  designed 
hardware  VISTA-GUIDE™  is  revolu- 
tionary one-of-a-kind  software  you 
can  tailor  to  your  own  specific  require- 
ments for  the  easiest  possible  access 
to  a  broad  range  of  business  applica- 
tions, including  your  own  programs. 
VISTA-VIEW.™  the  most  advanced 
windowing  software  you  can  buy,  lets 
you  both  view  and  use  several  of  those 
applications  at  once.  They  work  with 


the  ARC  local  area  network  and  PRO- 
VISTA  processors,  workstations,  termi- 
nals, and  peripherals  to  give  you  a 
system  that  can  grow  as  far  and  as  fast 
as  your  business  grows. 

And  the  revolution  has  spread  to 
include  other  companies.  State-of- 
the-art  technology  allows  the  IBM" 
Personal  Computer  and  PC-look- 
alikes  to  attach  to  the  ARC  local 
area  network,  giving  you  the  benefits 
of  networking  even  if  your  current 
vendor  can't  supply  you  with  those 
benefits. 

There  are  many  ways  to  join  the 
DATAPOINT  revolution.  If  you  and  your 
business  are  ready,  talk  to  our  world- 
wide sales  and  service  force. 


OFFICE  SYSTEMS  THAT 
ENCOMPASS  A  WORLD  OF  CAPABILITIES. 


* 


>ATAPOIMT 

We  sparked  the  revolution. 


Iistered  trademarks  of  OATAPOINT  Corporation   PRO-VISTA.  VISTA-GUIDf 
:  a  registered  trddernark  of  International  Business  Machines  Corporation 


Cities/ Jersey  City 


You  know  the  cliche:  Our  cities  are  dying. 
So  why  is  Jersey  City,  long  a  snide  synonym 
for  urban  decay,  beginning  to  experience 
such  a  revival? 


Urban  renewal, 
trickle-down  style 


By  Paul  B.  Brown 


When  people  think  of  Jersey 
City,  they  remember  the 
good  old  days  and  people  such 
as  Barney  Doyle,  who  was  named  su- 
perintendent of  weights  and  measures 
as  political  payoff  by 
the  ruling  Democratic 
machine.  "Superinten- 
dent, how  many 
ounces  in  a  pound?" 
yelled  one  reporter  af- 
ter Barney's  swearing- 
in  ceremony. 

"Give  me  a  break, 
fellows,"  he  replied.  "I 
just  got  the  job." 

Good  old  Jersey  City, 
across  the  Hudson  Riv- 
er from  Manhattan,  16 
square  miles  of  densely 
packed  brownstones 
and  old  factory  lofts, 
and  220,000  people, 
half  white,  half  not, 
with  abandoned  rail  yards  filling  its  5- 
mile-long  waterfront  facing  Manhat- 
tan and  the  Statue  of  Liberty.  The  old 
New  Jersey  industrial  belt  is  full  of 
these  places:  Newark,  Camden,  Pater- 
son,  the  old  factory  towns  dead  or 
dying,  and  terrible  not  only  because 
they  have  been  left  behind,  but  be- 
cause for  100  years  the  people  with 
the  power  took  and  took  and  took 


Jersey  City.*. 
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the  Future. 


from  them  and  gave  nothing  back. 
Federal  programs  only  made  matters 
worse.  The  cities  were  dying,  and 
there  seemed  no  saving  them. 

Surprise.  Jersey  City  is  starting  to 
catch  the  overflow  from  Manhattan's 
glittering  prosperity.  What  federal 
grants  couldn't  do,  the 
much  scorned  "trickle- 
down"  economics  is 
accomplishing. 

At  first  glance  Jersey 
City  is  not  the  kind  of 
place  where  you  would 
expect  to  find  today's 
young  upwardly  mo- 
bile professionals.  A 
good  part  of  the  city  is 
poor  and  decaying,  and 
the  well-kept  sections 
are  made  of  the  rem- 
nants of  another  gen- 
eration— the  old  Irish, 
the  old  Italian,  the  old 
Polish — or  the  immi- 
grants who  still  have 
the  dream,  such  as  the  Russian  Jews 
and  the  Filipinos  who  have  drifted 
into  the  city.  Beneath  the  decay,  how- 
ever, there  is  a  growing  vitality,  and 
smart  urbanites  sense  it.  Take  Agnes 
M.  Conzemius,  40,  a  former  analyst 
for  Merrill  Lynch,  who  has  lived  in 
Jersey  City  14  years  and  decided  there 
is  a  killing  to  be  made.  She  bought 
property  "downtown,"  a  section  that 


backs  onto  the  waterfront  and  wa: 
made  up  of  ruined  and  shutterec 
brownstones.  First,  four  years  ago,  fo 
$74,500,  she  bought  a  desolate,  four ' 
story  brownstone  with  a  view  of  th< 
World  Trade  Center,  then  four  others^ 
for  $254,000  in  all. 

"We  are  talking  about  leveragi 
here,"  she  says.  "I  had  to  put  onh 
25%  down.  The  rest  of  it  was  bor 
rowed  from  the  bank."  She  wants  t( 
sell  the  four-story  for  $465,000.  " 
have  already  turned  down  $440,000,' 
she  says,  and  figures  all  five  building: 
are  worth  $1.2  million. 

That  is  not  uncommon,  at  leas 
downtown.  Crumbling  brownstone: 
that  were  listed  at  $35,000  five  year: 
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the  Manhattan  skyline  as  seen  from  thejerse)'  City  waterfront 

The  psychological  barrier  is  the  river  and  getting  people  to  think  about  coming  over  to  the  other  side 


b\  Eu|o.-m-  Kulurds  M.i; 


ago  are  priced  at  $275,000  today  after 
renovation. 

1  "I  am  now  getting  30  to  40  phone 
jails  a  week  from  investors,  and  ev- 
erybody is  looking  for  the  same 
thing,"  says  Lawrence  Perlaki,  vice 
President  of  Joseph  A.  Del  Forno  Inc., 
1  local  real  estate  agency.  "They  want 
I  three-  to  four-family  unit  downtown 
lear  the  PATH  [a  75-cent-a-trip  sub- 
ivay  under  the  Hudson  River  connect- 
ing Jersey  City  with  Manhattan)  that 
an  be  renovated  and  turned  into  lux- 
iry  apartments.  It  is  a  classic  case  of 
upply  and  demand.  A  shell  for  a 
jhree-  to  four-family  brownstone  now 
osts  $100,000  to  $125,000  in  a  good 
rea,  and  the  renovation  costs  match 
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that."  One-bedroom  apartments  in 
such  renovated  brownstones  start  at 
$500  a  month. 

What's  the  attraction?  There  are 
some  people,  even  the  young  profes- 
sionals, who  just  don't  want  to  live  in 
Manhattan:  too  much  crime,  noise 
and  pollution.  But  it's  really  the  short- 
age and  price  of  housing  in  Manhat- 
tan. When  you  can't  find  a  place  in 
Manhattan,  there's  Brooklyn,  but  that 
is  getting  expensive,  too,  so  after 
Brooklyn  there  is  New  Jersey.  The 
pluses  are  that  the  rents  and  taxes  are 
lower  and  there's  parking.  The  minus 
is  that  it's  across  the  Hudson. 

That's  the  irony  of  what  they  call 
the  renaissance  here.  Jersey  City  isn't 
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loved  for  itself.  It's  chosen  by  people 
who  want  to  live  in  Manhattan  but 
can't  afford  the  big  city.  "This  is  a 
compromise.  To  tell  you  the  truth,  I 
don't  like  Jersey  City  all  that  much. 
There  are  no  real  nightspots,  nothing 
is  going  on.  Everything's  in  Manhat- 
tan," says  Laird  Ehlert,  30,  who  works 
as  a  legal  researcher.  Says  Judy  Alder- 
son,  who  is  in  the  clothing  business  in 
Manhattan:  "I  moved  over  from  the 
city  because  of  the  cost.  I  would  have 
stayed  if  it  weren't  for  the  rents." 

"People  wanted  to  live  and  rent  in 
Manhattan  but  found  they  couldn't 
afford  the  rents,"  says  Jersey  City 
Mayor  Gerald  McCann,  who  is  only 
34.  New  move-ins  find  that  a  studio 
in  Manhattan  may  cost  $700  and  a 
one-bedroom  $1,000  a  month  to  rent. 
But  it's  not  only  the  cost;  it's  that 
there  isn't  much  available. 

Still,  did  the  Pilgrims  prefer  New 
England  to  England?  No,  they  went 
because  they  had  to,  and  look  what 
they  built.  In  fact,  Jersey  City  was  a 
pretty  early  stop,  having  been  founded 
in  1660.  It  prospered  as  a  rail  center 
for  freight  heading  into  New  York  and 
for  loading  goods  manufactured  in 
New  York  heading  south  or  west.  But 
the  railroads  died,  the  manufacturing 
went  south  and  the  children  went  to 
the  suburbs.  Population  dropped  near- 
ly a  third,  from  300,000  in  the  1930s, 
and  12%  of  the  residents  now  are 
older  than  65,  making  Jersey  City  sec- 
ond only  to  Tampa-St.  Petersburg  as  a 
city  of  old  people. 

Today  the  empty  factory  lofts  of  the 
Palisades  (the  cliffs  facing  Manhattan) 
are  liked  by  artists,  and  the  hundreds 
of  acres  abandoned  by  the  railroads,  or 
foreclosed  by  the  city,  give  Jersey  City 
a  staging  ground  for  developers.  Some 
$4.5  billion  in  construction  is  under 
way  or  scheduled  to  start  this  spring, 
including  a  $2  billion  waterfront  proj- 
ect (which  will  take  ten  years)  with 
9,000  apartments,  2  million  square 
feet  of  stores,  6  million  square  feet  of 
offices  and  an  1,800-room  hotel. 

The  city  also  is  a  big  collector  of 
federal  grants,  the  fourth-largest  bene- 
ficiary of  federal  Urban  Development 
Assistance  Grants  (UDAG) — trailing 
only  New  York,  Chicago  and  De- 
troit— including  a  $40  million  grant 
for  roads  and  sewers  for  the  water- 
front projects,  the  largest  UDAG  in 
the  country.  Democratic  Mayor 
McCann  has  worked  for  President 
Reagan  in  both  of  his  campaigns, 
which  helps  explain  the  largesse. 

"The  first  people  to  be  pushed  out 
[of  Manhattan)  were  the  printers  and 


Holliday  St.,  still  awaiting  the  renaissance 

Only  Tampa-St.  Petersburg  has  a  larger  percentage  of  old  folks. 


Newark  Avenue,  "downtown" 

Manhattan's  amenities  are  missing,  but  so  are  its  high  rents. 


other  businesses  renting  lofts.  As  the 
lofts  were  being  converted  into  co- 
ops, those  businesses  started  to  come 
here,"  says  Mayor  McCann.  "I  looked 
at  what  we  had — location,  location 
and  location — and  started  telling  any- 
one who  would  listen  that  they 
should  consider  us  New  York's  sixth 
borough.  It  is  25%  to  40%  cheaper  to 
do  business  here.  New  Jersey's  tax 
rate  is  lower,  utilities  cost  less  and 
our  property  taxes  are  lower.  I  am  a 
CPA,  and  I  pitched  the  bottom  line. 
The  psychological  barrier  is  the  river 
and  getting  people   to   think  about 


coming  over  to  the  other  side." 

With  tax  subsidies  the  city  lurei 
New  York's  Bankers  Trust  Co.,  whicl : 
will  put  a  back-office  operation  here 
and  that  big  catch  lured  others.  "We'l 
still  put  together  a  package  to  helj 
people  locate  here,  but  as  the  demani ; 
increases,  we  don't  have  to  offer  a 
many    incentives,"    says    Frederic! ; 
Tomkins,  the  business  administrate 
for  Jersey  City. 

Jersey    City's    reputation    doesn' 
help.  Payoffs  and  crooked  public  em  j 
ployees  are  sort  of  the  tradition  in  thi 
part  of  the  world.  "One  of  the  firs 
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Renovating  is  a  major  industry 
'A  shell  for  a  three-  to  four-family  brownstone  now  costs  $100,000  to  $125,000. 


Unrepaired  and  renovated  brownstones 
Even  better,  there  is  parking. 

things  we  had  to  change  was  the  per- 
ception that  everyone  wanted  to  be 
|  your  partner — everybody  had  their 
hand  out — if  you  wanted  to  build 
.here,"  Mayor  McCann  says. 

"We  have  arrested  40  city  employ- 
ees— including  6  cops,"  says  Richard 
Harrison,  35,  city  public  safety  direc- 
tor. "No  one  likes  to  arrest  cops.  But 
you  have  to  get  the  word  out." 

Of  course,  progress  for  some  is  trou- 
ble for  others.  Florence  Sottolano,  64, 
who  kept  books  at  the  Jersey  Journal, 
the  local  newspaper,  before  she  re- 
tired, complains,  "Who  can  afford  all 


A  sign  of  the  times 

"I  get  30  to  40  calls  a  week." 

these  condominiums?  You  need  to  be 
making  $40,000  or  $60,000  a  year. 
They  give  the  builders  tax  breaks. 
They  don't  give  me  one." 

And  it's  reasonable  to  assume  that 
if  Jersey  City  is  successful  in  luring 
up-and-coming  young  whites,  they 
will  be  pushing  out  the  poorer  blacks 
and  Hispanics,  who  account  for  45% 
of  the  population  as  a  whole  but  84% 
of  the  public  school  students.  The 
public  high  schools  are  generally  bad, 
with  reading  scores  well  behind  grade 
levels  and  a  smaller  percentage  of 
graduates  going  on  to  college  than  the 


national  average.  This  means  that  if 
the  new  residents  stay  and  marry  and 
have  children,  they  are  likely  to  send 
their  children  to  private  schools,  just 
as  the  middle-class  people  do  in  Man- 
hattan. At  one  Catholic  school,  Saint 
Anthony's,  55%  of  the  students  aren't 
Catholic. 

However,  these  are  social  problems 
that  cannot  be  solved  by  urban  renew- 
al. Keeping  the  middle  class  out  will 
worsen,  not  lessen,  the  problems  of 
the  poor. 

The  next  stage  in  the  city's  renew- 
al— if  the  renewal  is  not  to  die  in 
infancy — will  be  the  proliferation  of 
shops  and  watering  places  that  make 
urban  life  interesting:  the  specialty 
boutiques,  the  bookstores,  David's 
Cookies  and  the  Haagen-Dazs  ice 
cream  stores,  the  restaurants  with 
hanging  plants  and  the  singles  bars. 

Of  course,  real  estate  greed  could 
stifle  the  whole  thing.  There  was  the 
New  Yorker  who  crossed  over  to  Jer- 
sey City  the  other  weekend  to  look  at 
an  old  brownstone.  "They  wanted 
$465,000  for  it,  and  it  needed 
$200,000  in  work.  If  I  had  $665,000, 
why  would  I  live  in  Jersey  City?"  ■ 
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Rockwell  International  know-how: 
fe  in  the  C3I  network  for  this  nation's  defense. 

It's  in  everything  we  do. 

Command.  Control.  Communis 
tions.  Intelligence.  Its  called 
'I  in  defense  parlance.  And  it's  as 


iportant  to  20th'  and  21st'century 


In  the  automotive  industry: 
where  all  major  U.S.  car  and  truck 
manufacturers  and  many  others 
worldwide  use  components  built 


ilitary  strategy  as  weapons  systems    with  our  statcofthcart  techniques, 


d  personnel. 

Rockwell  International  plays  a 
ijor  role  in  voice  and  data  links 
;al  to  our  nation's  defense.  We 
ild  survivable,  transportable  com' 
jnications  systems  employing 
:hnologies  from  VLF  (Very  Low 
equency)  to  SHF  (Super  High 
equency). 

Only  a  company  with  the  know 
w  to  combine  advanced  tech' 
logy  with  outstanding  engineer 
I  and  management  skills  can  com' 
ind  such  a  leadership  presence  in 
nerica's  C3I  network.  That 
owhow  goes  into  our  electronics 
jsiness  and  into  everything  we  do 

ockwell. 

In  aerospace:  where  we're 
ponsible  for  the  design,  integra' 
n  management  and  production  of 
\  U.S.  Air  Force's  B-1B  Long 
nge  Combat  Aircraft.  By  1986, 
:  will  be  assembling  four  B4Bs 
:  month. 


innovative  systems'oriented  design, 
and  new  manufacturing  and  quality 
control  processes. 

In  general  industries:  where  our 
Flow  Control  Division  valves  are 
depended  upon  to  control  the  flow 
of  gas,  oil,  and  process  fluids  in  basic 
industries  around  the  world. 

We're  a  $9  billion  company 
where  science  gets  down  to  business 
in  four  diverse  areas.  And  that 
diversity  has  helped  us  achieve  nine 
consecutive  years  of  increased  earn' 
ings  and  impressive  growth. 

If  you  are  interested  in 
any  of  our  products  or  want  to 
learn  more  about  us,  write: 
Rockwell  International, 
Department  815R-15, 600  Grant 
Street,  Pittsburgh,  PA  15219. 


* 


Rockwell  International 

...where  science  gets  down  to  business 

Aerospace/Electronics 
Automotive/General  Industries 


On  the  Docket 


Being  a  minority  joint  venture  partner  is 
inherently  imprudent:  That's  what  the 
FERC  judge  seems  to  have  told  New  En- 
gland Power — and  everyone  else. 

Misjointed 
ventures 


By  James  Cook 


W'ho  could  have  foreseen  it? 
New  England  Power's  rather 
routine  request  for  a  rate  in- 
crease may  well  put  an  end  to  the 
joint  ventures  that  have  been  a  major 
instrument  in  the  utility  industry's 
long-term  expansion. 

What  happened  was  this:  Two  years 
ago  New  England  Power,  a  subsidiary 
of  New  England  Electric  System, 
asked  the  Federal  Energy  Regulatory 


Commission  for  a  rate  increase  to  re- 
cover some  $56  million  it  lost  when 
Boston  Edison  Corp.  canceled  the  Pil- 
grim 2. nuclear  power  station.  The 
Massachusetts  Department  of  Public 
Utilities  had  already  rejected  a  similar 
Boston  Edison  petition  on  the  grounds 
of  imprudency.  But  that  was  a  differ- 
ent matter.  BEC  was  the  majority 
owner  of  Pilgrim  2,  whereas  NEP 
owned  a  mere  10%. 

On  the  surface,  the  issue  seemed 
simple  enough.   On   June  30,    1980, 


The  Pilgrim  nuclear  power  plant  at  Plymouth,  Mass.,  and  the  site  of  abandoned  unit  2 
Did  an  imprudent  $56  million  spell  the  end  of  utility  joint  ventures? 


BEC  was  forced  to  suspend  work  on : 
Pilgrim  2  because  of  financial  prob  i 
lems.  When  it  failed  to  solve  them,  it 
finally  decided,  on  Sept.  23,  1981,  tcj. 
cancel  the  project  entirely.  Nobody 
questioned  the  prudence  of  the  $30C 
million  BEC  had  spent  up  until  June 
30,  but  to  have  spent  any  more  aftei 
that  date,  the  MDPU  concluded,  was ! 
imprudent,  and  it  refused  to  let  BEC 
recover  the  investment. 

As  part  of  that  proceeding,  New  En- 
gland Power  had  agreed  not  to  contest 
the  MDPU  decision.  Instead,  it  trun- 
dled off  to  Washington  and  the  Feder- 
al Energy  Regulatory  Commission 
which  regulates  generating  compa 
nies  like  NEP,  and  asked  for  a  rate  I 
increase  of  its  own. 

NEP's  prudence  seemed  clear.  The  i 
company  was  going  to  need  the  powei  | 
generated  by  Pilgrim  2  to  meet  its! 
customers'  needs,  and  so,  to  protect 
its  stake  in  the  project  if  Boston  Edi 
son  Corp.  should  decide  to  finish  it  ;] 
NEP  continued  to  pay  its  share  of  the ' 
plant's  expenses — $187,000  a  month 
You  couldn't  quarrel  with  that,  anc.J 
nobody  ever  did. 

"The  [FERC]  staff  has  never  sug  I 
gested,  the  MDPU  has  never  suggest 
ed,  that  New  England  Power  Co.  wasii 
imprudent  between  July  1,  1980  anc 
Sept.  23,  1981,"  FERC  counsel  Cyn  J 
thia  Arcate  told  th(  I 
commissioners. 

So  that  ought  to  sett! 
tie    it,     no?     Well,    i ; 
didn't. 

Never  underestrl 
mate  the  law's  talem  1 
for  seeing  old  things  ir  1 
new  ways.  FERC  adil 
ministrative  law  judge  i 
Joseph  R.  Nacy  begar  j 
to  worry  about  topic:  j 
that  had  virtually  noth  I 
ing  to  do  with  NEP':  j 
conduct  during  the  If  1 1 
months  of  1980  anci 
1981  that  the  utility 
quite  reasonably  as 
sumed  were  at  issue. 

Nacy  went  back  tc    ; 
the  joint  venture  agree 
ment    that    NEP    hac   I 
signed  with  Boston  Ed 
ison  in  1972.  Not  onh; 
did  the  agreement  giv< 
BEC     total     decision 
making  control  of  Pil 
grim  2,  but  it  also  stip 
ulated  that  BEC  couk    ; 
not  be  held  liable  fo 
anything    other    thai 
the    most    outrageou:    1 
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violation  of  the  agreement. 

"They  first  vested  all  control  in 
BEC,"  Nacy  complained,  "then  gave 
away  their  rights  to  recover  from  BEC 
any  losses  caused  by  BEC's  conduct." 
Nacy  argued  that  New  England  Power 
could  have  rejected  these  conditions 
and  built  a  plant  of  its  own  if  it  needed 
the  power  all  that  much.  He  suggested 
that  NEP  had  accepted  these  provi- 
sions because  it  wanted  to  get  similar 
treatment  itself  for  a  nuclear  project  it 
later  proposed  (and  had  to  abandon 
because  it  couldn't  acquire  the  site  it 
needed). 

NEP  must  have  felt  a  little  like  Al- 
ice when  she  went  through  the  look- 
ing glass.  The  utility  claimed  it  need- 
ed the  Pilgrim  2  power  and  couldn't 
have  gotten  a  piece  of  the  project  on 
any  other  terms.  Besides,  you  couldn't 
build  a  nuclear  power  plant  by  com- 
mittee, you  had  to  have  somebody  in 
charge  to  manage  the  project  and 
make  the  decisions. 

But  a  ruling  is  a  ruling,  and  so  in 
May  the  issue  went  to  the  full  FERC 
for  resolution.  It  has  acquired  consid- 
erable importance.  Wasn't  Judge  Nacy 
in  effect  saying  that  in  a  regulated 
industry  joint  ventures  were  impru- 
dent of  themselves  if  the  minority 
partner  ceded  control  to  the  majority 
1  shareholder? 

"If  the  initial  decision  is  allowed  to 
i stand,"  NEP  counsel  Edward  Berlin 
'told  the  FERC  commissioners,  "joint 
^partnerships  in  future  generating 
l units  will  be  difficult,  if  not  impossi- 
ble. No  utility  would  undertake  a  lead 
[owner's  role  in  terms  that  Judge 
[Nacy's  decision  contemplates.  Nor 
jiwould  any  utility  agree  to  participate 
fas  a  minority  owner  on  terms  which 
Ithe  commission  has  held  to  be  impru- 
ijdent.  Cooperative  planning  and  con- 
struction of  generating  units  will  be 
Jimpeded  and  perhaps  blocked.  ..." 
•  It's  no  minor  issue.  Of  the  35  nucle- 
ar units  still  under  construction,  for 
[example,  all  but  10  are  joint  ventures 
jof  one  sort  or  another.  What  is  at 
ijeopardy  is  a  device  that  for  years  has 
heen  uncommonly  useful  for  spread- 
ing the  risks  in  large  power  projects 
and  for  enabling  small  utilities  to  gain 
[access  to  the  considerable  scale 
feconomies  of  large  plants. 

The  FERC  staff  insists  the  decision 
was  a  "company-specific  determina- 
tion," though  it  doesn't  deny  the  mat- 
ter could  be  interpreted  more  broadly. 
In  fact,  it's  clear  that  the  future  direc- 
tion of  much  of  the  utility  industry — 
;ind  not  necessarily  just  the  electric 
bower  segment  of  it — will  depend  on 
low  the  FERC  disposes  of  the  New 
England  Power  case.  ■ 
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The  efficient  way 

to  total 
fitness. 

Unlike  ordinary  stationary  bicycles, 
Schwinn's  Air-Dyne  has  unique  moving 
hand  levers  to  exercise  your  upper 
body  as  pedal  operation  exercises 
your  legs,  thighs  and  hips.  Precision 
instrumentation  lets  you  measure 
aerobic  exercise  for  cardiovascular 
fitness.  Maintain  total  fitness  in  just 
20  minutes  every  other  day. 

Backed  by  Schwinn's  famous 
"No-Time-Limit"  warranty,  the 
Air-Dyne  is  assembled  and  ready 
to  ride  at  your  Schwinn  full- 
service  dealer. 

FOR  THE  PARTICIPATING  SCHWINN  DEALER  NEAREST  YOU, 

CALL  TOLL-FREE:  1-800-228-2220. 

In  Nebraska:  1-800-642-8788 


SCHWINN 
Air-Dyne 


The  ultimate  fitness  machine. 

Excelsior  Fitness  Equipment  Co.,  615  Landwehr  Rd.,  Northbrook,  IL  60062  A  Schwinn  Company 


NINETY-EIGHT  REGENCY 

Pure  luxury  surrounded 
by  precise  road  management. 


GM 


For  more  information,  write: 
Dept.  C  Oldsmobile  Division 
920Townsend,  Lansing,  Ml  48921 


Let's  get  it  together. ..buckle  up. 


There  is  a  special  feel  |/|\ 
in  an   . 


IBM  ON  TELECOMMUNICATIONS 


Q.  CAN  A  CABLING  SYSTEM 

UNTANGLE  TELECOMMUNICATIONS? 

A.  With  all  the  various  devices  a  company  uses  to  process,  move 
and  store  information,  it's  easy  to  lose  sight  of  one  important 
element — the  need  to  connect  all  these  devices  together.  That's 
where  a  uniform,  structured  cabling  system  fits  in.  But  are  you 
just  substituting  one  set  of  wires  for  another?  Here  are  some 
questions  and  answers  that  might  help  you  better  understand 
the  role  a  cabling  system  can  play  both  in  solving  your 
communications  problems  today  and  in  protecting  your 
telecommunications  investment  for  tomorrow. 


Q.  First  of  all,  just  what  is  a  cabling  system? 

A.  A  cabling  system  is  designed  on  a  "wire-once" 
concept.  Just  as  electrical  wires  are  run  in 
buildings  today,  a  cabling  system  is  a  permanently 
installed  set  of  wires  that  connects  the  computers, 
terminals,  workstations,  telephones  and  PBXs 
within  a  large  office  building  or  a  campus.  This 
cabling  system  should  also  be  the  foundation  for 
local  area  networks  of  the  future. 

V«  Aren't  my  computers  and  telephones 
already  hooked  up  to  a  cabling  system? 

A.   It's  not  so  much  a  cabling  system  as  it  is  a  bunch 
of  cables.  Look  above  the  drop  ceilings  in  most 
office  buildings,  and  you'll  discover  miles  and 
miles  of  all  kinds  of  cable.  And  much  of  it, 
strangely  enough,  is  unused.  The  reason  for  this 
waste  is  that  few  devices  (i.e.,  telephone,  terminal, 
personal  computer,  etc.)  use  the  same  type  of 
cable.  Consequently,  when  a  new  device  is 
installed  or  when  one  is  moved  from  one  office  to 
another,  it's  quicker,  easier  and  cheaper  to  run  a 
new  cable  than  it  is  to  remove  and  reroute  the  old 
cable. 

This  is  not  to  suggest,  however,  that  running 
a  new  cable  is  quick,  easy  or  inexpensive. 
Relocating  just  one  terminal  can  cost  as  much  as 
$1,500.  Not  to  mention  a  week  or  two  of  downtime 
while  the  wiring  gets  done.  And  when  you  think 
about  how  often  office  workers  move  from  one 


workplace  to  another,  you  can  see  that  we' 
talking  about  a  considerable  expense. 

Q.  How  can  a  cabling  system  help  so!v\ 
wiring  problem? 

A.  Once  installed,  a  cabling  system  can  make  J 
for  a  new  or  relocated  terminal  as  easy  as  1 1 
a  plug  from  one  socket  to  another.  The  IBIil 
Cabling  System  calls  for  the  one-time  instst! 
of  a  single  cable  running  from  each  workpj  I 
inside  the  walls,  and  into  a  central  "wiring] 
closet."  In  the  office,  that  cable  terminate.'  | 
standard  faceplate  on  the  wall,  not  unlike  i  _ 
electrical  outlet.  In  the  wiring  closet,  the  c 
terminates  in  a  patch  panel  that  can  conne 
any  number  of  devices. 

The  installation  of  the  IBM  Cabling  Sy 
should  be  considered  if  you're  adding  a  nn 
of  new  workstations,  installing  a  PBX,  doii 
major  renovation  or  building  a  new  office 
building.  In  many  cases  the  "wire-once"  t 
will  cost-justify  the  IBM  Cabling  System  ir 
years. 

Q.  How  do  the  telephone  and  the  IBM  I 
Cabling  System  work  together? 

A.  The  IBM  Cabling  System  can  be  used  for  c 
only,  or  for  both  data  and  voice.  When  the 
capability  is  used,  the  voice  wires  are  sepai 
from  the  single  cable  in  the  wiring  closet  ai 
to  a  telephone  switching  system.  Several  m 
PBX  manufacturers  have  tested  their  PBX 


HMB 


:lephones  with  the  IBM  Cabling  System.  They 
:port  that  the  voice  wires  fully  support  their  PBX 
latures  and  transmission  speeds. 

low  can  the  IBM  Cabling  System  help  me 
xlay? 

urrently  being  installed  in  office  buildings,  the 
JM  Cabling  System  can  connect  most  of  the 


available  IBM  data  devices,  such  as  personal 
computers  and  workstations,  small  and 
intermediate  computers.  We  expect  that  it  will 
also  connect  many  devices  made  by  other 
manufacturers. 

Q.  How  will  the  Cabling  System  help  answer 
my  telecommunications  needs  01  the 
future? 

The  quality  and  reliability  of  the  IBM  Cabling 
System  enable  it  to  transmit  data  at  very  high 
speeds.  This  makes  it  the  ideal  foundation  for 
IBM's  planned  general  purpose  local  area 
network  (LAN).  This  LAN,  utilizing  a 
"token-ring"  technology,  can  be  implemented 
gradually  to  connect  different  workstations, 
departmental  systems  and  large  processors.  So  by 
investing  in  the  IBM  Cabling  System  today,  you'll 
not  only  save  money  on  current  installation  and 
rewiring  costs,  you'll  also  be  better  prepared  to 
meet  your  telecommunications  needs  of  the  future. 

Q.  How  do  I  go  about  getting  the  IBM 
Cabling  System? 

There  are  a  number  of  design  and  installation 
companies  that  can  plan  your  cabling  system  and 
do  the  actual  wiring.  The  cable  and  accessories 
are  available  through  authorized  distributors. 
Your  IBM  marketing  representative  can  provide 
you  with  the  names  of  these  companies.  The  cable 
and  accessories  can  also  be  ordered  directly  from 
IBM. 

Q.  Where  do  I  go  from  here? 

A.  Installing  the  IBM  Cabling  System  today  is  really 
installing  the  foundation  for  your  company's 
future  in  telecommunications.  So  you'll  want  to 
plan  quite  thoughtfully.  We  can  help.  If  you'd  like 
a  free  copy  of  the  brochure,  "The  IBM 
Cabling  System,"  call  ^— —  —   - 

1  800  IBM-2468,  Ext.  7,  E   ==  E^j 

or  return  the  coupon.  =-Z-T=  7  i 


Numbers  Game 


Partial  writedowns  could  be  a  nice  way  to  fuzzing  the  „meanin§  °f  "permanent 

}  J  impairment    as  a  condition  for  wnte- 

cook  the  books.  Heres  a  simple  way  to  d™ns-  in  Short;  both  the  Texaco 

i  r  i  •  tankers  and  the  Miller  brewery  could 

prevent  thatjrom  happening. 


The  half  a  hit 
gambit 


By  Jinny  St.  Goar 


Iast  month  Philip  Morris  made 
_  the  red-faced  announcement 
I  that  a  Miller  brewery  complet- 
ed in  July  will  not  be  opened  because 
there  is  no  market  for  its  output.  Val- 
ued by  the  company  at  $450  million, 
the  plant  will  be  written  down  by 
about  $140  million  at  year-end.  The 
plant  isn't  being  scrapped,  just 
put  on  standby  against  the  day 
when  U.S.  beer  consumption 
grows  faster.  Hence  the  partial 
writedown  at  around  $280  mil- 
lion pretax — over  half  of  the 
cost.  I 

Another  big  company  also  has 
taken  a  partial  writedown.  Still 
burping  from  trying  to  digest 
Getty  and  hurting  from  weak- 
ness in  oil  and  gas  prices,  Texaco 
has  announced  a  $765  million 
partial  writedown  of  tankers,  re- 
fineries and  interests  in  some 
exploration  leases.  Texaco  isn't 
closing  all  of  these  facilities, 
however.  It  is  continuing  to  use 
some  of  them.  As  with  Philip 
Morris'  brewery,  it  still  regards 
them  as  useful  assets. 

Why    the    writedowns?    One  ' 

possible  reason:  Lowering  the  value  of 
assets  reduces  depreciation  charges. 

In  the  past  accountants  have  re- 
quired "permanent  impairment"  be- 
fore they  would  allow  partial  write- 
downs. But  this  standard  seems  to 
have  eroded  over  the  years,  in  part 
because  managers  of  heavy  industrial 
companies  were  reluctant  to  ac- 
knowledge permanent  impairment  of 
outmoded  plants,  and  thus  never  be 
able  to  bring  them  back  on  stream.  So 
in  1980  a  group  of  accountants  sug- 


gested that  partial  writedowns  should 
be  permitted  even  if  the  assets  were 
later  brought  back  on  line.  This  might 
make  managements  less  hesitant  to 
admit  their  mistakes.  One  of  those 
accountants  was  Dennis  Beresford, 
national  director  of  accounting  stan- 
dards at  Ernst  &.  Whinney.  "We  were 
trying  to  avoid  giving  an  excuse  for 
delaying  these  writedowns  indefinite- 


ly," explains  Beresford.  "We  were  try- 
ing to  come  up  with  guidance  that 
would  be  more  practical  and  lead  to 
more  consistency  in  practice." 

Their  consensus  was  set  forth  in  an 
American  Institute  of  Certified  Public 
Accountants  issues  paper,  which  does 
not  have  the  force  of  a  rule:  A  partial 
writedown  could  be  taken  if  a  com- 
pany could  show  there  was  a  probabil- 
ity that  an  asset  would  not  return  to 
profitability.  The  period  for  returning 
to  profitability  was  left  open,  thus 


one  day  become  highly  profitable. 
The  "impairment,"  though  serious, 
need  not  be  proved  permanent. 

But  a  task  force  set  up  by  the  Finan- 
cial Accounting  Standards  Board  re- 
cently rejected  this  suggestion.  And  a 
good  thing,  too.  This  very  fuzzing  of 
the  term  "permanent  impairment" 
could  open  a  Pandora's  box.  After  a 
partial  writedown  a  company  reduces 
the  depreciation  charges  against  the 
properties  involved,  as  well  as  reduc- 
ing the  book  value  of  the  assets. 
Clearly,  this  could  be  a  nice  way  to 
manipulate  earnings  and  return  on  eq- 
uity. Lower  depreciation  charges 
means  higher  earnings.  Lower  equity, 
same  return,  means  higher  return  on 
equity.  Allowing  management  to 
shelve  assets  and  stop  depreciating 
them  for  a  couple  of  years  at  will  is 
inviting  them  to  manipulate  earnings. 
Other  questions  could  be  raised 
about  partial  writedowns.  For  exam- 
ple, how  did  management  arrive  at 
the  amount  by  which  an  asset  is  being 
written  down?  In  the  case  of  Philip 
Morris'  Miller  brewery,  why 
$140  million  instead  of  $240 
million?  Repeated  calls  to  Philip 
Morris  elicited  no  satisfactory 
reply.  Said  a  spokesman:  "FASB 
lays  out  what  you  do  to  deter- 
mine the  value  of  assets,  and 
here  we  took  into  consideration 
the  fact  that  we  are  going  to 
open  the  plant  someday."  A 
windy  nonanswer. 

The  point  is  that  a  partial 
writedown  without  a  strict  stan- 
dard of  permanent  impairment 
can  be  used  to  hide  a  multitude 
of  sins. 

And  yet  it  is  a  desirable  goal 
that  companies  should  carry  as- 
sets at  realistic  values.  How  to 
square  the  circle?  To  minimize 
the  likelihood  of  manipulation, 
partial  writedowns  should  be 
permitted,  but  with  one  important 
change:  If  and  when  the  asset  is 
brought  back  on  line,  the  company 
should  be  required  to  restore  its  origi- 
nal value  on  the  balance  sheet  with- 
out funneling  it  through  the  income 
statement,  thus  eliminating  the  re- 
ward for  insincere  partial  writedowns. 
"A  useful  suggestion,"  says  Beres- 
ford. "The  FASB  should  look  at  the 
rule  and  come  up  with  something  that 
would  more  fairly  represent  what  has 
happened."  ■ 
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Taxing  Matters 


Employee  medical  and  insurance  benefits 
are  in  the  congressional  cross  hairs  again. 
Tax  them  as  income  and  Washington 
could  get  another  $44  billion  by 
1990 . . .  and  a  big  headache. 

Killing  the  goose 


By  Geoffrey  Smith 


Every  tax  change  proposed  by 
Treasury  Secretary  Donald  Re- 
gan will  be  opposed  by  some 
jgroup  that  prefers  the  status  quo.  But 
oone  has  the  potential  for  unintended 
mischief  on  quite  so  grand  a  scale  as 
the  idea  of  taxing  employer-paid 
medical  benefits  and  group  life  insur- 
ance premiums. 

Secretary  Regan  isn't  the  only  one 
who  likes  the  idea.  So  do  Democrats 
like  Senator  Bill  Bradley  (N.J.)  and 
Representative  Richard  Gephardt 
,Mo.)  and  Republicans  Senator  Bill 
Roth  Jr.  (Dela.)  and  Representative 
Benson  Moore  (La.),  and  it's  easy  to 
see  why.  Taxing  such  fringe  benefits 
would  raise  $44  billion  by  1 990.  But 
it  what  cost?  The  big  group  health 
insurers,  who  admittedly  have  much 
it  stake,  point  across  the  Atlantic, 
(start  taxing  fringe  medical  benefits, 
hey  say,  and  you  take  the  first  steps 
in  a  journey  that  leads  only  to  exces- 
ively  costly,  second-rate  medical 
are  on  the  order  of  Britain's  national 
lealth  system. 

The  most  powerful  reason  we 
ave  been  able  to  avoid  national 
ealth  insurance  has  been  that  some- 
hing  like  80%  or  90%  of  the  Ameri- 
an  public  are  already  covered  by 
ome  sort  of  private  health  insur- 
ce,"  warns  Metropolitan  Life  Insur- 
ce  Co.  Executive  Vice  President 
Philip  Briggs.  "This  is  in  large  part  a 
result  of  the  deductibility  of  employ- 
er-provided health  plans.  If  you  tax 
:hose  medical  benefits,  a  substantial 
lumber  of  workers  will  take  the  cash 
nstead  and  drop  out." 

By  and  large  the  dropouts  will  be 
lounger,    healthier    workers,    Briggs 


says,  because  they  will  be  able  to  get 
individual  coverage  for  less.  As  these 
low-cost  employees  drop  out,  "the  av- 
erage cost  of  medical  insurance  will 
rise,  and  before  long  you'll  have  an 
outcry  for  a  federal  health  care  plan. 
And  no  government  has  been  able  to 
provide  uniformly  high-quality  care 


Chas  B  Slackman 


for  everyone.  Eventually  it  would  de- 
crease in  quality,  as  it  has  in  Britain 
and  Canada,  and  you  would  have 
some  additive  private  system  on  top 
of  that.  All  of  which  would  be  more 
expensive  than  what  we  have  now." 

There's  no  question  that  Metropoli- 
tan would  be  hurt,  even  though  the 
losses  would  be  partially  offset  by 
gains  in  more  lucrative  individual 
policies.  "It  would  be  a  critical  blow," 
says  Briggs. 

Still,  there  are  many  outside  ex- 
perts who  agree  with  Briggs'  predic- 


tion. "I  think  what  the  insurance 
companies  are  saying  is  a  very  real 
concern,"  says  Susan  Serota,  an  attor- 
ney with  New  York's  Winthrop, 
Stimson,  Putnam  &  Roberts,  who 
specializes  in  employee  benefits.  "A 
lot  of  people  might  take  the  cash  and 
worry  later  about  the  consequences. 
Small  businessmen  might  not  even 
offer  such  coverage  at  all." 

Senator  Bradley's  staff  pooh-poohs 
such  warnings.  Says  spokesperson  Liz 
Pettengill:  "This  would  not  be  a  pre- 
lude to  the  British  national  health  ser- 
vice. The  intent  of  this  legislation  is 
to  give  people  the  opportunity  to  pur- 
chase the  kind  of  health  insurance 
they  want — especially  in  a  two-earner 
family  where  you're  wasting  money  if 
both  of  you  have  medical  plans.  A  lot 
of  people  say  we'd  much  rather  have 
either  A  or  B  and  have  that  money  to 
do  with  what  we  choose." 

Could  it  be  that  Bradley's  staff  is  ill 
informed  about  the  way  most  medical 
benefit  plans  work  today?  Listen,  for 
example,  to  Carson  Beadle,  managing 
director  of  William  M.  Mercer-Mei- 
dinger,  Inc.,  a  compensation  and 
benefits  consultant: 

"There  is  a  'coordination 
of  benefits'  clause  in  al- 
most every  benefit  con- 
tract today  precisely  to 
deal  with  duplication  of 
coverage.  Only  those 
costs  that  are  not  covered 
by  the  primary  plan  are 
submitted  to  the  second 
plan." 

Some  economists  sup- 
porting the  Treasury  pro- 
posal, like  Martin  Feld- 
stein,  former  chairman  of 
the  Council  of  Economic 
Advisers,  regard  fringe 
benefit  taxation  as  a  way 
of  containing  health  care 
costs — presumably  on  the 
novel  principle  that  sub- 
stituting a  smaller  carrot 
will  reduce  the  speed  of 
the  horse.  But  will  it?  "The  theory  is 
that,  if  these  benefits  are  taxed,  em- 
ployers and  employees  will  want  to 
scale  back  the  cost  of  their  coverage, 
and  that  will  tend  to  reduce  the  de- 
mand for  health  services,"  says  Tom 
Humbert,  legislative  assistant  to  Re- 
publican Representative  Jack  Kemp 
(N.Y.),  whose  own  tax  reform  bill 
would  not  tax  fringe  benefits.  "But  the 
market  is  already  making  reforms  that 
will  take  care  of  some  of  the  abuses. 
Employers  are  starting  to  adopt  copay- 
ments  and  higher  deductibles  to  re- 
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duce  their  costs." 

Humbert  takes  no  comfort  from 
Reagan  Administration  assurances 
that  a  tax  on  medical  benefits  would 
apply  only  above  a  certain  cap — a  cap 
so  high  that  it  would  affect  only 
something  like  30%  of  the  health  care 
plans.  Says  Humbert:  "We  and  the 
rest  of  Congress  know  that  these  caps 


in  time  are  eroded  by  inflation.  Larger 
and  larger  numbers  will  be  affected  in 
time." 

That  is  precisely  what  has  already 
happened  in  employer-paid  life  insur- 
ance, where  only  the  first  $50,000  is 
not  taxable,  Metropolitan's  Briggs 
points  out.  "When  the  $50,000  limit 
was  put  on  back  in  the  early  Sixties,  it 
was  a  fairly  high  limit,"  he  says.  "But 
now  the  average  blue-collar  worker  at 
GM  is  hitting  it,  and  $50,000  won't  go 


very  far  for  his  widow  if  she's  got  two 
or  three  kids  to  raise.  But  her  husband 
is  told  he's  going  to  be  taxed  on  the 
imputed  income  from  that  insurance. 
He's  going  to  say,  'Hell,  I  don't  need 
that  insurance.  Cut  it  out.'  " 

The  record  shows,  then,  that  if  Con- 
gress in  its  wisdom  wants  to  create  a 
national  health  scheme  in  the  British 
style,  taxing  medical  benefits  may  be 
one  way  to  head  in  that  direction.  If 
not,  it  had  better  think  twice.  ■ 


Textron  Inc.  hopes  the  Avco  acquisition 
will  camouflage  its  attractions.  But  it  may 
only  make  the  old  conglomerate  even 
more  appealing. 

Two  for  the 
price  of  one? 


By  Subrata  N.  Chakravarty 

WE  NEEDED  TO  DO  SOME  things 
to  rationalize  the  company, 
but  we  had  an  extremely 
strong  balance  sheet,  and  if  we  had 
started  restructuring,  we  would  have 
only  gotten  in  a  more  favorable  posi- 


tion for  a  takeover." 

That's  Textron  President  Beverly  F. 
Dolan  talking  about  his  company's 
bid  to  stay  independent.  Textron  is  a 
model  of  liquidity.  It  has  very  modest 
long-term  debt,  and  its  current  ratio  is 
a  solid  2.3-to-l.  The  restructuring  he 
talks  about  involves  the  sale  of  Tex- 


Textron  Chairman  Robert  Straetz  and  President  Beverly  Dolan 
"We  believe  the  best  interest  of  the  shareholder  is.  .  .  ." 


tron  assets  that  aren't  especially  prof- 
itable or  promising.  Such  sales  would 
make  Textron  even  more  liquid  than 
it  already  is  and  would  make  it  possi- 
ble for  an  acquisitor,  in  effect,  to  buy 
Textron  with  its  own  money. 

Dolan  implies  that  this  danger 
made  it  difficult  to  do  the  necessary 
pruning  down.  Hence  the  proposal  to 
buy  Avco.  It  would  put  a  heavy  bur- 
den of  debt  on  the  new  company — 
potent  shark  repellent.  Textron  decid- 
ed to  buy  Avco  and  add  $1.4  billion  of 
debt  on  Textron's  balance  sheet  as  a 
caution  to  future  bidders.  It  wasn't, 
Dolan  swears,  a  matter  of  damaging  . 
the  merchandise  but  of  camouflaging 
it.  The  screen  of  debt,  goes  his  ratio- 
nalization, will  keep  outsiders  away 
and  let  current  management  get  on  n 
with  the  restructuring  of  Textron. 

Bidders    there    are.    A    couple    of 
would-be  purchasers  made  informal  i 
inquiries  earlier  this  year.  In  October 
Chairman  Robert  Straetz  summarily  ■< 
turned  down  a  bid  of  $43  a  share  from  i 
Chicago  Pacific  Corp.  when  Textron 
was  trading  at  33  a  share.  Says  the 
Georgia-born    Dolan    of    that    offer:  i 
"They  didn't  have  the  wherewithal.  If 
that's  the  biggest  flea  a  dog  has,  he'll  I 
be  okay." 

Fleas  are  one  thing;  however,  | 
sharks  are  another.  The  sharks  are 
gathering.  Will  the  Avco  merger  keep 
them  away?  After  all,  by  Dolan's  own 
reckoning,  the  work  he  and  Straetz 
have  been  doing  to  change  Textron 
from  a  conglomerate  to  an  operating 
company  (Forbes,  June  21,  1982)  was 
beginning  to  show  results.  Three  lines 
of  business  geared  to  heavy  industry 
have  recovered  with  the  economy. 
Engineered  fasteners  and  industrial 
products  are  doing  better  this  year 
than  they  ever  have,  and  the  machine 
tools  group,  which  began  to  collapse 
after  1980,  is  finally  back  in  the  black 
after  two  years  of  losses.  Only  the  big 
Bell  Helicopter  division  is  lagging 
badly,  hit  first  by  the  loss  of  Iranian 
contracts  and  then  by  the  collapse  of 
oil  drilling. 

Ironically,    the    Avco    acquisition 
could  make  the  company  more  attrac 
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tive,  not  less.  Analysts  are  estimating 
that  Avco  will  add  between  80  cents 
and  $1  per  share  to  Textron 's  1985 
earnings — after  debt-service  costs. 
While  Bell,  whose  share  of  revenues 
drops  from  26%  to  13%,  has  promis- 
ing future  defense  contracts,  Avco  has 
large  present  contracts,  including 
wings  for  the  B-1B  bomber,  the  C-5A 
and  B  cargo  jets  and  the  engine  for  the 
M-l  tank. 

Also,  Avco's  financial  services  divi- 
sion is  by  Dolan's  own  admission 
"truly  autonomous,"  meaning  it  can 
be  sold  to  reduce  debt.  Dolan,  in  fact, 
says  he  intends  to  sell  assets  immedi- 
ately to  knock  $600  million  off  Tex- 
tron's  new  debt. 

Thus  Avco  may  actually  make  Tex- 
tron more  vulnerable  to  takeover. 
Textron  stock  is  back  to  trading 
around  33.  So,  for  the  same  price  Chi- 
cago Pacific  offered  last  October,  an 
acquirer  might  now  get  both  Textron 
and  Avco,  and  a  more  balanced  de- 
fense business  to  boot. 

Chicago  Pacific's  Chairman  Harvey 
Kapnick,  with  his  big  backers  Lester 
Crown  and  David  Murdock  behind 
Ihim,  offered  $1.56  billion  last  time 
i  and  called  the  $43  offer  "an  opening 
ibid."  He  could  be  back  again.  Textron 
lis  already  defending  against  one  law- 
isuit  for  turning  down  Chicago  Paci- 
fic's price — higher  than  Textron 
^shareholders  have  seen  since  1969. 
t  Would  stockholders  sit  still  for  an 
[even  higher  offer  from  the  Chicago 
*  group?  At  some  price,  even  the  most 
I  stubbornly  independent  management 
(owes  it  to  stockholders  to  bow  to  the 
f  inevitable  and  sell  out. 

Getting  control  of  Textron  would 
'.take  time,  since  the  company  now  has 
la  board  with  staggered  terms.  And 
Dolan,  having  risen  to  chief  executive 
I  in  the  24  years  since  he  sold  his  entre- 
Ipreneurial  company  to  Textron, 
'would  fight.  "If  you  want  to  have  a 
|fire  sale  and  liquidate  the  company 
[today,  that's  one  thing,"  he  says.  "But 
?we  believe  the  best  interest  of  the 
[shareholder  is  in  value  and  transfer- 
ring it  to  return  on  equity." 

A  nice  speech,  but  Textron's  return 
[on  equity,  a  high  21%  in  the  old  con- 
(glomerate    days,    has    fallen    under 
-Straetz  and  Dolan's  operating  com- 
pany approach  to  an  estimated  10% 
jfor  1984.  Except  for  Bell,  Textron's 
■operations    are    improving,    and    its 
stock  price  is  not.  That's  the  kind  of 
situation  that  makes  acquirers  frisky 
hand    stockholders     impatient.     The 
lAvco    acquisition    does    nothing    to 
change    that.    If    the    merger    goes 
through,     a    well-heeled    acquisitor 
would  be  getting  two  targets  for  the 
price  of  one.  ■ 
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You  will  be  pleased 

to  know  that  all  income 

dividends  from  the 

Dreyfus  Tax  Exempt  Bond 

Fund  are  and  have  been  100% 

free  of  Federal  income  tax. 

Send  for  our  free  chart  and  learn 

how  your  money  mounts  up  when  you 

compound  these  tax  free  dividends. 

No  sales  charge  — no  penalties  on  redemption. 
Low  initial  investment  of  only  $2,500. 
Free  telephone  transfer. 


Tax  Exempt  Bond  Fund,  Inc. 

For  more  complete  information,  including  management  fee 
charges  and  expenses,  obtain  a  Prospectus  by  sending  this 
coupon.  Read  it  carefully  before  you  invest  or  send  money. 
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Post  Office  Box  600 
Middlesex,  NJ  08846 

FOR  A  PROSPECTUS 

Call  toll  free,  day  or 
night,  7  days  a  week 

I-80O-USALION 

Extension  597 


T597  047T109  1 


Income  may  be  subject  to  some  state  and  local  taxes.  Net  asset  value  is  not  fixed  and  fluctuate 
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Past  U.S.  connections  haunt  Olivetti  s  new- 
found prospects  with  its  partner  AT&T. 


Skeleton  in 
the  closet 


By  Jack  Willoughby 


F|  or  a  company  that  was  near 
bankruptcy  half  a  dozen  years 
ago,  the  largest  European  maker 
of  automated  office  products,  Ing.  C. 
Olivetti  &  C,  S.p.A.  of  Italy,  has  a  lot 
to  celebrate  this  Christmas.  First,  its 
return  to  financial  health,  under- 
scored by  early  estimates  that  it 
earned  $160  million  this  year,  on  rev- 
enues of  $2.7  billion. 

And  its  growing  relationship  with 
American  Telephone  &  Telegraph 
holds  great  promise  for  its  future  in 
the  U.S.,  a  dismal  market  for  it  in  the 
past.  Olivetti  will  market  AT&T's 
telecommunications  and  computer 
systems  in  Europe  and  get  a  chance  to 
sell  its  own  line  of  office  products 
(electric  typewriters,  small  comput- 
ers) to  AT&T  customers  in  the  U.S. 

It's  more  than  a  marketing  agree- 
ment. AT&T  was  so  impressed  with 
Olivetti  a  year  ago  that  it  agreed  to 
pay  some  $260  million  for  a  25%  in- 
terest in  the  Italian  company  and, 
what's  more,  took  an  option  to  in- 
crease its  stake  to  40% .  The  connec- 
tion brings  Olivetti  financial  muscle, 
access  to  topflight  research  and  real 
clout  in  the  U.S. 

Small  wonder  that  the  Olivetti 
Group's  Chairman  Carlo  De  Bene- 
detti  was  glowing  with  optimism  ear- 
lier this  month  as  he  gave  briefings  to 
security  analysts  in  New  York  City. 
The  50-year-old  De  Benedetti,  who 
took  the  reins  at  Olivetti  in  1978  and 
who  is  credited  with  its  strong  turn- 
around, sent  analysts  away  predicting 
that  his  company  and  AT&T  would 
do  as  much  as  $500  million  worth  of 
business  together  next  year. 

What  a  change  for  Olivetti  in  the 
U.S.,  where  it  has  known  little  but 
losses  since  it  merged  with  the  old 
Underwood  typewriter  company  in 


1960.  In  the  early  1980s  losses  were 
growing  at  Olivetti  Corp.  of  America, 
and  its  Italian  parent  had  to  inject 
substantial  capital.  In  September 
1982  De  Benedetti  managed  to  stanch 
the  cash  drain  by  merging  the  Ameri- 
can subsidiary  with  Dallas'  Docutel 
Corp.,  a  pioneer  of  automated  teller 
machines.  Olivetti  Group  owned  46% 
of  the  new  company,  Docutel/Oli- 
vetti,  but  did  not  expect  to  be  making 
capital  contributions  to  it  the  way  it 
had  to  Olivetti  America. 

But  things  have  gone  badly  for  the 
new  company.  Besides  absorbing  the 
chronic  moneyloser,  OCA,  within  the 
first  full  year  of  the  merger  Docutel/ 
Olivetti  agreed  to  buy  $87  million 
worth  of  Olivetti  Group's  inventory — 
including  M  20  computers  and  Praxis 
typewriters,  which  have  proved  un- 


salable so  far.  Docutel/Olivetti, 
which  continues  to  purchase  inven- 
tory from  Olivetti  Group,  has  had  to 
commence  writedowns,  and,  partly  as 
a  result,  it  recorded  losses  of  $18  mil- 
lion in  1983  and  $29  million  in  the 
first  nine  months  of  1984. 

By  merging  his  U.S.  subsidiary  with 
Docutel,  De  Benedetti  appears  to  have 
eliminated  some  of  Olivetti  Group's 
old  problems.  ("What  they  did  was 
drag  the  company  down  by  putting  a 
good  and  bad  investment  together," 
says  Reginald  Duquesnoy,  vice-presi- 
dent of  international  research  for  Arn- 
hold  &  S.  Bleichroeder.) 

But  he  has  created  new  ones.  At  his 
December  briefing,  according  to  one 
analyst,  De  Benedetti  openly  ad- 
mitted he  had  made  a  mistake.  (He 
declined  to  talk  to  Forbes.) 

His  mistake  was  not  to  have  closed 
Olivetti  America  and  taken  whatever 
writedown  was  necessary,  instead  of 
merging  it  with  a  U.S.  company.  Now 
there  are  three  shareholder  lawsuits 
against  Docutel/Olivetti  (one  even 
naming  AT&T).  The  lawsuits  allege 
that  Olivetti  Group  and  other  direc- 
tors merged  the  companies  for  their 
own  benefit,  that  assets  were  wasted 
and  the  inventory  misstated. 

Whatever  the  merits  of  the  suits, 
Docutel  shareholders  clearly  have 
cause  for  disappointment.  Prior  to  the 
merger,  the  prospect  of  a  large  Italian 
backer  for  the  company  pushed  Docu- 
tel's  price  as  high  as  36  a  share  in  over- 
the-counter  trading.  It  sold  at  28  on 
the  day  of  the  merger.  But  with  the 
postmerger  losses,  the  stock  has  sunk 
to  around  4  a  share. 


Olivetti  Group  Chairman  Carlo  De  Benedetti 
Eliminating  old  problems,  but  creating  new  ones. 
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In  October  De  Benedetti  responded 
to  the  concern  over  the  potential  con- 
flict in  Olivetti's  marketing  agree- 
ments with  both  AT&T  and 
Docutel/Olivetti  by  agreeing  that  Oli- 
vetti would  pay  the  Dallas-based 
company  1%  of  its  royalties  from  di- 
rect sales  through  AT&T.  The  exclu- 
sive marketing  agreement  that  was  a 
condition  of  the  Docutel  merger  was 
amended. 

This  seemed  to  satisfy  Olivetti's  big 
new  partner.  Says  Robert  Allen,  ex- 
ecutive vice  president  of  corporate  ad- 
ministration and  finance  for  AT&T: 
"In  retrospect,  both  parties  wish  they 
[the  marketing  agreements  with  Doc- 
utel/Olivetti] were  not  in  existence. 
But  it  isn't  an  issue  anymore.  It  was  of 
some  concern,  but  the  matter  was  re- 
solved two  months  ago." 


His  mistake  was  not  to 
have  closed  Olivetti 
America  and  taken  the 
writedown.  Now  three 
shareholder  lawsuits 
against  Docutel/Olivetti 
allege  that  Olivetti  Group 
and  other  directors  merged 
the  companies  for  their 
own  benefit. 


Not  so,  says  lawyer  Philip  Jones, 
who  is  representing  a  shareholder  su- 
ing AT&T,  De  Benedetti  and  other 
past  and  present  Docutel/Olivetti  di- 
rectors. "The  royalty  agreement 
doesn't  stop  the  lawsuit.  We  feel  that 
our  lawsuit  contributed  to  them  com- 
ing through  with  something.  But  it  is 
nowhere  near  adequate  at  this  stage  of 
the  game." 

What's  the  upshot?  For  several  rea- 
sons Olivetti  must  resolve  the  legal 
difficulties  that  have  followed  the 
Docutel-OCA  merger.  They  cast  a 
shadow  on  its  relationship  with 
AT&T.  "It's  a  great  big  mess.  It  hurts 
the  image  of  Olivetti,  and  now  AT&T 
indirectly  has  a  10%  stake  in  it,"  says 
an  analyst. 

Also,  it  makes  it  difficult  for  Oli- 
vetti to  meet  its  objective  of  raising 
capital  in  the  U.S.  Says  analyst  Du- 
quesnoy,  "After  all,  it  is  difficult  to 
sell  stock  when  one  of  your  American 
affiliates  is  nose-diving." 

What  will  De  Benedetti  do  now? 
Officially,  Olivetti  is  contesting  the 
■three  suits.  But  a  settlement  is  prob- 
jjable,  because  Olivetti  has  brighter  ho- 
frizons  to  pursue,  and  to  pursue  them, 
}  it  needs  to  put  its  skeletons  behind  it. 
The  settlement  could  be  accounted  as 
part  of  the  price  Olivetti  should  have 
I  paid  two  years  ago.  ■ 
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As  world  markets  grow  even  more  international  the  IHT  grows 
even  more  important  as  an  ad  medium — tying  internationally- 
mrnded  readers  together  around  the  globe : 

•  Each  day  more  than  31,000  copies  of  the  IHT  are  read  by 
key  business  travellers  on  international  airlines. 

•  IHT  global  circulation  grew  in  1983  to  a  daily  total  of  153,000. 

•  In  165  countries  worldwide,  more  than  400.000  noticeably 
influential  people  read  each  issue  of  the  IHT  every  day 
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Why  does  little  Grinnell  College  have  one 
of  the  hottest  investment  records  of  any 
school  in  the  country?  Because  its  board  is 
willing  to  follow  unorthodox  advice. 

Grinnell  College's 
quantum  jumps 


By  Barry  Stavro 


Should  the  Des  Moines  Regis- 
ter &  Tribune  Co.  be  sold  to 
Dow  Jones  or  anyone  else,  one 
of  the  big  winners  will  be  little  Grin- 
nell College  (student  pop.  1,200)  of 
Grinnell,  Iowa  (pop. 
8,800).  Two  years  ago  the 
college  picked  up  about 
30,000  shares  at  $16, 
$500,000  worth.  The  last 
bid  for  the  newspaper 
company  was  at  $140  a 
share. 

Joseph  Rosenfield  is  the 
guardian  angel  on  Grin- 
nell's  board  of  trustees.  Of 
the  newspaper  invest- 
ment he  says:  "It's  a  mo- 
nopoly newspaper  in  a  siz- 
able city,  and  we  thought 
someday  it  would  be 
worth  considerably  more 
money."  Does  that  value- 
oriented  investment  phi- 
losophy sound  familiar? 
Of  course.  Call  it  the  War- 
ren Buffett  school  of  up- 
dated Ben  Graham.  The 
Omaha-based  Buffett, 
chairman  of  Berkshire 
Hathaway  Inc.  and  bud- 
ding newspaper  magnate, 
is  generally  recognized  as 
the  most  successful  inves- 
tor of  our  time.  Sure 
enough:  Rosenfield  and 
Buffett  work  together  as 
Grinnell  trustees.  At  their 
side  are  a  couple  of  other 
business  geniuses:  Robert 
Noyce,  a  founder  of  Intel 
Corp.,  and  Steven  Jobs, 
chairman  of  Apple  Com- 
puter. With  giants  like 
that  among  the  35  Grin- 


nell trustees,  it's  no  wonder  the 
school  has  one  of  the  hottest  invest- 
ment records  of  any  school  in  the 
country. 

Rosenfield  is  an  80-year-old  retired 
department  store  executive.  Says  Buf- 
fett: "Joe  has  a  sensational  record.  He 


A  student  at  Grinnell  College 

Behind  Harvard  but  ahead  of  Yale. 


is  a  great,  great  investor."  The  Regis- 
ter investment  has  a  potential  net  of 
800%,  or  more,  in  two  years,  but  it  is 
by  no  means  the  most  sensational  of 
the  Grinnell  board's  coups.  Buffett:  "I 
think  of  things  like  the  Register  as 
being  a  good  thing.  We've  made  lots  of 
money  in  other  things,  in  the  realm  of 
good,  solid  investing.  But  the  big  hits 
are  the  ones  that  give  you  that  quan- 
tum jump  in  the  endowment.  They're 
the  ones  that  take  you  to  a  whole  new 
plane."  If  800%  isn't  a  big  hit,  what 
does  Buffett  call  a  big  hit?  He  says: 
"The  things  where  you  double  the 
fund,  and  you  don't  double  the  fund 
by  any  normal,  good  investment.  If 
you've  got  3%  of  the  fund  in  some- 
thing and  it  triples,  you've  improved 
the  fund  by  6%.  So  it's  the  big  hits, 
and  the  big  hits  have  been  Intel  and 
the  TV  station." 

A  college  endowment  fund  owning 
TV  stations?  Why  not?  In  1976  Buffett 
learned  that  Avco  wanted  to  unload 
several  TV  stations.  "You  could  have 
bought  any  of  those  stations  that 
Avco  sold  and  made  money,"  he  says. 
But  Buffett 's  firm  was  and 
is  a  big  holder  in  the 
Washington  Post  Co., 
which  had  its  own  TV  sta- 
tions, and  this  kept  him 
out  of  the  bidding.  "So  it 
just  hit  me  that  one  entity 
I  was  associated  with,  but 
had  no  ownership  in,  was 
Grinnell."  After  listening 
to  a  two-hour  pitch  by 
Buffett,  Grinnell's  board 
agreed  to  the  unortho- 
dox— for  a  college — in- 
vestment. Grinnell  paid 
Avco  $12.9  million  for  its 
Dayton,  Ohio  TV  station. 
Five  years  later  it  sold  out 
to  Hearst  Corp.  for  about 
$50  million.  That  move 
alone  doubled  the  col- 
lege's endowment  fund. 
That's  the  kind  of  quan- 
tum jump  the  Buffett 
types  aim  for,  knowing 
full  well  ordinary  invest- 
ment results  won't  do 
much  more  than  keep  you 
even  with  inflation. 

It  was  Robert  Noyce 
who  brought  Intel  to 
Grinnell.  In  those  days  it 
was  almost  unheard  of  for 
a  college  to  invest  in  a 
startup.  Noyce,  Grinnell 
class  of  '49  and  a  founder 
of  Fairchild  Semiconduc- 
tor, recalls  the  Intel  score: 
"Joe  [Rosenfield]  said  if  I 
was   ever  going   to  start 
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anything  else  to  let  him  know."  In 
1968  Noyce  quit  Fairchild  and  started 
Intel.  Rosenfield  and  another  Grinnell 
trustee  each  put  up  $100,000  for  the 
school,  and  Grinnell  bought  $100,000 
of  Intel  convertible  bonds.  When 
Grinnell  sold  the  last  of  its  Intel  in 
1979,  the  $300,000  netted  $13.7  mil- 
lion. Another  quantum  jump. 

Joseph  Rosenfield  became  a  Grin- 
nell trustee  in  1940.  "I'm  ashamed  to 
tell  you  that  at  the  start  we  had  about 
$100,000  of  marketable  securities, 
and  they  were  pledged  at  a  Chicago 
bank  on  a  $20,000  loan,"  he  recalls. 
Rosenfield  had  the  school  buy  300 
shares  of  Buffett's  Berkshire 
Hathaway  at  $17.50  back  in  1967.  It's 
now  worth  $1,300  a  share.  He  also 
talked  his  friend  Buffett  into  becom- 
ing a  trustee.  Buffett  generally  shuns 
high  tech,  while  trustee  Noyce 
thrives  on  it.  Noyce  arranged  a  private 
sale  of  Apple  Computer  stock  in  1980 
before  Apple  went  public.  Grinnell 
invested  $200,000  and  sold  in  two 
years,  netting  $1.25  million. 

Grinnell 's  endowment,  not  surpris- 
ingly, has  shot  from  $11  million  to 
$140  million  in  the  past  15  years, 
with  an  average  annual  return  (ex- 
cluding contributions)  of  19.8%.  This 
puts  Grinnell  in  the  top  ten  among 
private  colleges  in  endowment  per 
(student,  with  $117,000.  Harvard  has 
[$134,000  per  student,  Yale  $107,000. 

After  the  TV  sale,  Buffett  cut  back 
his  activities  but  picked  William 
JRuane  and  Richard  Cunniff,  who 
[manage  the  well-regarded  Sequoia 
(Fund,  and  James  Gipson  of  Pacific  Fi- 
nancial Research  as  investment  advis- 
ers. Each  manages  about  $50  million 
iof  Grinnell's  money.  "I  think  we're  up 
'another  $40  million  to  $50  million 
fsince  we  sold  the  station,  because 
iRuane  and  Gipson  have  done  a  good 
jiob,"  Buffett  says. 

I    Buffett  thinks  there  is  a  lesson  in 
Grinnell's  success  for  other  schools. 
'I've  had  people  at  the  University  of 
Chicago  and  various  places  talk  to  me 
(about  what  they  should  do  with  their 
Endowment.  Usually  on  those  boards 
Inhere  is  a  guy  who  is  very  smart,  like 
|fay  Pritzker,  who's  on  the  board  of 
Chicago.  If  they  would  give  him  the 
Authority — they  never  will — and  he 
would  have  the  same  feeling  about 
:h?t  money  as  he  has  toward  his  own, 
[jihey'd  get  a  hell  of  a  result.  The  way 
you  get  extraordinary  results  is,  you 
i?et  someone  with  extraordinary  abili- 
ty who  cares  about  the  money  as  he 
loes  about  his  own  money.  Joe  [Ro- 
'ienfield]  really  cares  more  about  the 
college's  money  than  his  own.  You 
:an't  do  it  through  a  large  group  that 
neets  every  couple  of  months.  ■ 
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Individual  stock  options  are  a  declining 
business.  Why  is  anyone  surprised?  There 
are  only  so  many  masochists. 


The  sheep  are  not 
for  shearing 


By  Thomas  O'Donnell 


It  was  a  great  ride  while  it  last- 
ed— for  the  brokers,  that  is — but 
the  options  boom  that  began  in 
the  1970s  is  fizzling  out. 

On  the  surface  it  doesn't  look  that 
way.  If  you  count  in  index  options, 
introduced  in  early  1983,  option  vol- 
ume for  the  overall  market  has  con- 
tinued to  increase.  But  volume  in  in- 
dividual stock  options  has  declined 
from  its  peak  of  570,000  contracts 
traded  per  day  in  1983,  to  490,000 
through  the  first  nine  months  of  this 
year.  Either  the  customers  have  got- 
ten smarter,  or  they  have  gotten  too 
poor  to  afford  further  losses. 

What  saved  the  day  are  the  index 
options,  which  allow  you  to  speculate 
on  the  direction  of  the  market  aver- 
ages. It's  the  old  formula:  Give  them  a 
new  product  when  they  tire  of  the  old 
one.  But  unless  human  nature  has 
changed,   investors  are  going  to  be 


burned  as  badly  in  one  kind  of  option 
as  in  the  other. 

It  is  almost  inevitable,  because  op- 
tions and  futures  are  derivative  in- 
struments making  up  a  negative-sum 
game.  On  any  transaction,  one  side 
wins  a  certain  amount  and  the  other 
side  loses  the  same  amount.  But  since 
both  sides  pay  commissions,  the 
whole  thing  ends  up  as  a  negative- 
sum  game — for  the  speculators,  of 
course,  but  not  for  the  brokers.  Stocks 
and  bonds,  by  contrast,  are  primary 
instruments  tied — sometimes — to 
productive  increases  in  wealth.  When 
the  economy  grows,  they  rise  in  val- 
ue, and  the  winners  outnumber  the 
losers. 

Making  it  worse  this  time  is  the 
1984  federal  tax  law,  which  banned 
tax  straddles  in  options,  as  the  1981 
law  did  in  futures.  Straddles  allowed 
options  traders  to  postpone  paying 
taxes  by  booking  losses  before  the  end 
of  the  year,  while  also  carrying  profits 


Past  the  peak 


Introduced  in  the  early  1970s,  options  on  individual  stocks  grew 
phenomenally.  But  no  more.  If  options  on  stock  indexes  are  excluded, 
the  number  of  contracts  traded  topped  out  in  1983. 
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into  the  following  year. 

The  new  product  game,  which 
saved  the  day  for  the  brokers  in  1984, 
may  no  longer  work  in  options.  The 
newest  products,  options  on  agricul- 
ture commodities,  most  of  which  be- 
gan trading  on  six  exchanges  around 
Nov.  1,  have  yet  to  prove  they  will  be 
a  success.  Options  on  soybean  fu- 
tures, for  example,  are  trading  at  a  rate 
of  1,500  per  day,  down  from  nearly 
2,800  on  opening  day.  Wheat  futures 
options  are  in  worse  shape,  with  only 
a  few  dozen  contracts  being  traded 
most  days. 

But  the  real  flop  is  in  individual 
stock  options.  Officially,  options  are 
available  for  nearly  400  stocks.  But 
only  about  50  of  the  biggest  compa- 
nies, such  as  IBM  or  General  Electric, 
have  enough  liquidity  for  institutions 
to  trade.  "I  can  get  my  mother  into 
any  listed  option,"  says  an  options 
trader.  "I  can  get  my  firm  only  into 
the  largest." 

The  result  has  been  a  sharp  rise  in 
spreads  between  bid  and  asked  prices. 
"They're  now  too  wide  for  short-term 
traders,"  points  out  another  Wall 
Street  broker.  And  for  most  individual 
investors. 

The  problems  potentially  looming 
for  brokers  with  options  have  already 
occurred  in  the  much  older  and  more 
diverse   commodities   market.    Now 
that  volume  has  declined,  the  over- 
head and  personnel  costs  associated 
with  gearing  up  to  handle  these  prod- 
ucts are  crushing.  Earlier  this  year] 
Merrill  Lynch  closed  a  half-dozen  of ' 
its  retail  commodities  futures  offices  j 
to  cut  costs.  Continental  Grain  sold 
its   commodity   brokerage    business;  ' 
Donaldson,  Lufkin  &  Jenrette  cut  its  } 
presence  in  the  commodities  market 
by  selling  its  Acli  Commodity  Mer- 
chant Group  before  its  recent  sale  to  ji 
Equitable  Life. 

History  may  be  about  to  repeat  be- 
cause volume  in  options  is  dropping. 
"We  have  spread  ourselves  very  thin," 
says  an  options  specialist  at  another 
Wall  Street  firm — so  thin  that  broker- 
age houses  sometimes  take  the  oppo-  [ 
site  sides  of  trades  to  be  able  to  ex- 
ecute customer  orders.  They  hope  the 
commissions  will  cover  the  losses 
they  take. 

Will  the  options  business  make  a 
comeback  if  the  markets  get  hot 
again?  James  Stone,  the  thoughtful 
former  chairman  of  the  Commodity 
Futures  Trading  Commission,  says: 
"People  will  get  burned  only  so  many 
times  before  they  quit  touching  some- 
thing." He's  probably  right,  but  even 
if  options  don't  come  back,  the  gull- 
ible are  going  to  find  other  ways  to 
lose  their  money.  ■ 
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THE  REVOLUTION 
\  CONTINUES. 


INTRODUCING 


BY  DODGE 


n 


■ 

$5 

INTRODUCING 
K  LANCER  ES  BY  DODGE. 
\  A  REMARKABLE  NEW 
\  SEDAN.  UNDER  THE  HOOD, 
\  AN  ELECTRONICALLY 
\  FUEL  INJECTED  ENGINE. 
\  ON  THE  ROAD, 
\  PERFORMANCE  RUBBER. 
\  AND  IN  BACK,  WHERE 
\  THERE'S  NORMALLY 
\  A  TRUNK,  A  VERY 
\  PRACTICAL  FIFTH  DOOR. 


BUCKLE  UP 
FOR  SAFETY 


■ 


We  began  the  revolution  with  Dodge 
v  Daytona  Turbo  Z  Its  impressive  per- 
\  formance  helped  make  Chrysler  the 
largest  manufacturer  and  seller 
of  turbocharged  cars  in  the  world 
Next,  we  created  a  transportation 
revolution  with  Dodge  Caravan - 
and  sold  our  entire  production        #  v  \  r 
\  shortly  after  its  introduction 
\  Now.  the  revolution  continues       ;>   -*.  "  . *««**<*< 

\  Dodge  Lancer  ES  Its  2.2  liter  \  m^ 

\  engine  is  electronically  tuei 
\  injected  and  offers  available 
\  turbochargmg  Its  handling 
\  is  assisted  by  front  wheel  drive  "   u 

\  Precision  balanced  sport  suspension 
\  And  guick  ratio  power  steering 

^— -  \  Its  interior  seats  five  and  includes 

\  tec  lining  bucket  seats  t  loot  mine 
i      \  instrumentation  AM/FM  steieo 
\  radio  And  couitesy  items  like  cup 
\  holders,  coin  holders,  and  fuse 
]         \  access  right  in  the  glove  box 

\  ///  back.  I  ancer  FS  has  a  virtually 
\  hidden  fifth  door  and  folding,  split 
\  icai  seats  that  allow  up  to  42 
\  cubic  loot  for 

loading  And  of 
course.  Lancer  is 
'^  backed  by  out  star) 

dard 5  year/ '50.000 
mile  Protection  Plan' 

See  your  Dodge  dealer 

about  buying  oi  leasing'  this 
remarkable  new  experience 

in  sedan  driving  Dodge  I  ancei 
An  American  Revolution  Phas 

\  AN  AMERICAN 
\  REVOLUTION 
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The  economic  world  turns  in  funny  ways.  Politicians  started  out 
to  save  the  S&Ls,  intending  to  help  housing,  and  ended  up 
encouraging,  among  other  things,  corporate  greenmail. 


An  idea 

whose  time 

has  gone 


By  Allan  Sloan  and  Allan  Dodds  Frank 

Have  you  ever  wondered  where  the  money  for 
the  current  wave  of  corporate  takeovers  comes 
from?  Of  course,  commercial  banks  are  financ- 
ing a  good  part  of  this  frenetic  and  costly  asset- 
shuffling.  But  a  growing  portion  of  the  money 
flowing  to  the  T.  Boone  Pickenses  and  Saul  Steinbergs  of 
the  world  comes  from  savings  and  loan  associations. 

Savings  and  loan  associations?  Takeovers?  Aren't  S&Xs 
supposed  to  be  making  home  mortgage  loans?  Why  are 
they  financing  corporate  piracy? 

Credit  the  law  of  unintended  consequences.  Two  years 
ago,  with  savings  and  loans  dying  by  the  hundreds,  Con- 
gress and  various  states  freed  S&Xs  to  engage  in  nonmort- 
gage  businesses.  The  theory  was  that  expanding  the  power 
of  S&Xs  would  help  homeowners,  because  profits  from 
new  businesses  would  allow  S&Ls  to  subsidize  their  sickly 
mortgage  portfolios. 

But  markets  are  perverse.  Instead  of  acting  the  way 
politicians  hoped  they  would,  many  savings  and  loans  are 
using  their  new  freedom  to  lend  money  where  it  will  earn 
the  highest  return — and  takeovers  do  pay  well.  Just  what 
you  would  expect,  unless  you  were  a  politician. 

No  one  expected  S&Ls  to  use  their  new  powers  to 
support  takeovers,  using  federally  insured  deposits  the 
way  banks  do.  But  you  can't  liberate  an  industry  as  big  and 
diverse  as  S&Ls — $900  billion  of  assets  and  3,400  institu- 
tions— and  predict  what  will  happen.  Instead  of  sticking  to 
automobile  or  commercial  loans,  as  the  legislators  intend- 
ed, some  sharp-pencil  boys  running  S&Ls  realized  there 
was  a  hell  of  a  lot  more  money  to  be  made  financing 
Steinbergs  and  Pickenses  in  million-dollar  pieces  than  in 
making  $10,000  car  loans.  They  also  figured  it  was  better 
to  buy  ten-year  junk  bonds  yielding  16%  than  make  30- 
year  home  mortgages  at  14%. 

Under  the  post- 1982  rules  S&Ls  could  raise  cheap  mon- 


Residential  mortgages  and  mortgage-backed  securities 
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Losing  their  way 

Savings  and  loans'  holdings  of 
residential  mortgages  and  mortgage- 
backed  securities  have  grown  in 
recent  years,  but  their  nonmortgage 
assets  have  been  growing  at  a 
significantly  faster  rate.  As  a  result, 
mortgage  holdings  as  a  percentage  of 
S&L  assets  have  fallen  sharply. 


Causes  and  effects 

In  1981  and  1982,  the  two  worst  years 
ever  for  the  thrift  industry,  S&Ls  lost  a 
total  of  $12  billion  pretax.  This  chart 
shows  why.  In  those  two  years,  S&Ls 
paid  higher  rates  to  depositors  than 
they  earned  on  their  mortgages  and 
other  assets  . . . 
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As  a  result,  failures  of  S&Ls  rose 
sharply.  Even  after  interest  spreads 
turned  positive  again,  many  thrifts 
were  in  such  weakened  condition  that 
they  succumbed.  Others  are  being 
kept  alive  with  accounting  tricks  and 
money  from  the  FSLIC  insurance 
fund  . . . 


ey  by  selling  deposits  through  brokers.  Because  of  arcane 
S&L  accounting  rules  those  cheap  deposits  could  leverage 
an  S&L  owner's  cash  investment  200  or  300  times.  No 
other  institutions  had  this  degree  of  leverage.  It  was  grant- 
ed to  the  savings  and  loans  because  they  were  presumed  to 
be  safe,  and  the  higher  leverage  would  help  them  help 
Americans  buy  homes. 

The  irony  is  that  the  new  powers  aren't  helping  the 
mainline,  traditional  S&Ls,  the  ones  they  were  designed  to 
save.  Many  of  these  institutions,  entering  the  fray  with 
little  capital  and  not  much  expertise,  are  finding  it  devil- 
ishly difficult  to  compete  with  banks  for  run-of-the-mill 
new  business — commercial  and  consumer  loans,  checking 
accounts  and  trust  powers. 

But  if  the  new  rules  didn't  do  a  great  deal  for  convention- 
al savings  and  loans,  they  did  suggest  an  idea  for  some 
folks  with  a  yen  to  make  use  of  Other  People's  Money. 
Here  was  a  way  to  raise  relatively  cheap  money  from  the 
public  under  federal  guarantees,  and  to  do  with  it  as  you 
pleased.  No  need  for  expensive  head  and  branch  offices,  no 
need  for  costly  mortgage  evaluation.  With  securities  trad- 
ing a  little  slow,  there  are  all  those  stockbrokers  out  there 
willing  to  sell  certificates  of  deposit  for  you.  And  what  will 
it  cost  you?  About  $1.50  on  $100,  far  cheaper  than  renting 
a  palatial  building,  filling  it  with  clerks  and  offering  free 
videocassette  recorders  to  new  depositors. 

Heritage  Savings  &  Loan  Association  in  St.  George, 
Utah  has  trebled  its  assets  in  a  year,  even  though  it  has 


sold  three  of  its  four  offices  and  raises  money  chiefly 
through  stockbrokers.  Instead  of  doing  business  with  local 
folks  in  St.  George,  a  desert  community  115  miles  north- 
east of  Las  Vegas,  Heritage  gets  money  via  brokered  depos- 
its and  advances  from  the  Federal  Home  Loan  Bank  of 
Seattle,  and  invests  the  money  in  mortgage-backed  securi- 
ties bought  from  dealers. 

By  operating  as  it  does,  explains  Heritage  Chairman  H. 
Brent  Beesley,  the  former  head  of  the  Federal  Savings 
&  Loan  Insurance  Corp.,  Heritage  can  match  assets  with 
liabilities  and  lock  in  a  profit,  protecting  itself  against 
changes  in  interest  rates.  "You  can't  do  that  if  you're 
restricted  to  the  St.  George  market,"  he  says. 

Beesley  himself  works  not  in  Utah  but  in  the  Jackson- 
ville, Fla.  headquarters  of  Charter  Co.,  which  acquired 
Heritage  in  October  1983  by  agreeing  to  put  $4  million  of 
capital  into  it.  The  S&L,  unlike  the  businesses  that  put 
Charter  into  Chapter  11,  is  quite  profitable.  Heritage, 
founded  in  1917,  had  foundered  in  1983  precisely  because 
it  wasn't  protected  from  interest-rate  risk.  It  had  used 
short-term  deposits  to  make  "safe"  long-term,  fixed-rate 
mortgage  loans.  Though  the  loans  were  sound,  Heritage's 
capital  was  wiped  out  after  interest  rates  rose  sharply  and 
it  had  to  pay  more  for  deposits  than  its  mortgages  were 
yielding. 

We  don't  cite  Beesley's  S&X  as  a  horror  story — the 
money  does,  after  all,  find  its  way  back  into  the  mortgage 
market — but  as  a  relatively  benign  example  of  how  S&Ls 
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Though  failures  are  declining,  the 
insurance  fund's  outlays  are  rising 
rapidly.  That's  because,  when  it 

|  structured  bailouts,  the  fund  made 

!  deals  requiring  small  upfront  outlays 
but  higher  payments  in  future  years. 

;  The  1984  figure  may  approach  $1.5 

i  billion — or  more. 


are  using  their  new  powers  to  move  far  beyond  their  old 
boundaries.  Beesley's  S&L  is  positively  old-fashioned  com- 
pared with  some  of  what's  been  going  on. 

Butterfield  Savings  of  Santa  Ana,  Calif,  has  acquired  the 
33-restaurant  Love's  barbecue  chain  and  10  Wendy's  out- 
lets. First  Texas  Savings  Association  of  Dallas,  a  $7  billion 
S&L,  has  purchased  hundreds  of  millions  of  dollars  worth 
of  junk  bonds.  Columbia  Savings  of  Beverly  Hills,  Calif., 
the  Belzberg  family's  Far  West  S&L,  and  a  group  of  other 
S&Ls  helped  finance  Saul  Steinberg's  raid  on  Disney, 
Boone  Pickens'  raid  on  Gulf  Oil  and  presumably  are  in- 
volved in  his  raid  on  Phillips  Petroleum.  Financial  Corp.  of 
America  bought  10  million  shares  of  American  Express 
stock  in  a  takeover  try  and  900,000  shares  of  Walt  Disney 
as  an  arbitrage  play.  Goldome  of  Buffalo,  N.Y.  is  using  tax- 
loss  carryforwards  to  buy  into  leveraged  buyouts.  Western 
Savings  &  Loan  of  Phoenix  bought  and  sold  25%  of  Del  E. 
Webb  Corp.,  the  casino  company,  and  has  invested  $35 
million  in  Broadview  Savings  of  Cleveland  in  return  for 
Broadview's  buying  $35  million  of  Western's  Arizona  real 
estate.  Olney  Savings  Association  of  Olney,  Tex.  even 
bought  the  local  funeral  home,  which  it  sold  last  year. 

What  do  funeral  homes  and  barbecue  restaurants  and 
leveraged  buyouts  have  to  do  with  financing  housing, 
which  is  the  thrift  industry's  reason  for  being?  Nothing. 

Many  of  the  new,  diversified  S&Ls  say,  for  the  record, 
that  they  are  using  profits  from  their  diversified  business 
to  subsidize  their  mortgage  department.  Off  the  record, 


many  say  they  keep  their  mortgage  departments  only 
because  they  are  afraid  that  if  they  stop  making  mortgages, 
some  future  regulator  will  rule  they  aren't  an  S&L,  and 
take  away  their  charter.  Does  this  sound  familiar?  Of 
course  Don't  bars  in  some  states  serve  a  few  dishes  to 
keep  up  the  fiction  that  they  are  really  restaurants  serving 
booze  on  the  side? 

While  savings  and  loans  are  still  major  factors  in  the 
mortgage  business,  mortgages  and  mortgage-backed  secur- 
ities make  up  a  declining  portion  of  the  S&L  industry's 
assets  (see  chart,  p.  87). 

Anything  wrong  with  S&Ls  preferring  nonmortgage 
.business?  Isn't  that  capitalism?  Sure.  But  why  do  we 
need  special  thrift  institutions  with  special  subsidies  to  do 
these  things? 

Deregulation  was  presented  to  the  public  as  a  way  to 
keep  S&Ls  in  the  housing  business.  But  the  way  it  is 
working  out,  the  thrift  institutions  that  manage  to  survive 
will  look  less  and  less  like  institutions  whose  role  is  to 
provide  reasonably  priced  home  mortgages.  By  "saving" 
S&Ls,  then,  the  politicians  turned  them  into  something 
different  from  what  they  were  intended  to  be. 

In  the  old  days,  say  five  years  ago,  there  was  a  clear 
distinction  between  savings  and  loans  and  their  deadly 
enemies,  the  commercial  banks.  S&Ls  were  allowed  to  pay 
an  extra  quarter  point  to  savers  and  could  offer  relatively 
cheap  mortgage  loans  because  of  tax  breaks.  In  return  for 
this  protected  universe,  the  thrifts  agreed  to  restrict  them- 
selves primarily  to  mortgage  lending.  Only  banks  could 
offer  checking  accounts,  trust  services  and  commercial 
and  consumer  loans. 

As  long  as  interest  rates  were  relatively  low  (25  years  ago 
8%  was  considered  outrageously  high  for  a  home  mort- 
gage), there  were  no  problems.  It  was  a  tidy  universe  in 
which  the  thrifts  prospered  by  putting  short-term  deposits 
into  long-term  mortgages  that  carried  little  credit  risk — 
that  is,  the  risk  that  the  thrift  would  lose  money  if  custom- 
ers defaulted. 

But  S&Ls  were  vulnerable  to  something  more  dangerous 
than  credit  risk:  interest-rate  risk.  Borrowing  short  and 
lending  long  left  savings  and  loans  naked  if  rising  rates 
wiped  out  profits  and  devastated  the  value  of  their  mort- 
gage portfolio. 

Inadvertently,  Paul  Volcker,  chairman  of  the  Federal 
Reserve  Board,  did  in  the  industry.  He  allowed  interest 
rates  to  rise  to  levels  previously  undreamed  of  in  the  U.S. 
Almost  overnight  in  the  early  1980s,  hundreds  of  thrifts 
were  so  far  underwater  that  they  would  have  needed  a 
submarine  to  come  up.  In  addition  to  adopting  whistling- 
past-the-graveyard  accounting,  the  industry's  answer  to  its 
problems  was  to  seek  broad  new  powers.  These  powers, 
granted  by  the  Garn-St  Germain  bill  of  1982,  included  the 
right  to  offer  checking  and  trust  services  and  to  make 
consumer  and  commercial  loans.  The  bill  also  allowed 
thrifts  and  commercial  banks  to  pay  whatever  rate  was 
necessary  to  attract  deposits.  Garn-St  Germain  inspired 
some  states  to  pass  deregulation  bills  granting  their  state- 
chartered  institutions  even  greater  powers  than  Garn-St 
Germain  granted  to  federally  chartered  thrifts. 

It's  at  the  state-chartered  thrifts  that  most  abuses  of  S&L 
charters  take  place.  Several  states,  primarily  in  the  Sun- 
belt, allow  their  S&Ls  to  do  virtually  anything — buy 
stocks,  enter  real  estate  joint  ventures,  engage  in  outside 
business.  These  are  powers  most  banks  only  dream  of. 

By  accepting  Garn-St  Germain's  gift  of  many  of  the 
powers  of  banks,  the  thrifts  blurred  the  distinction  be- 
tween bank  and  S&L,  and  raised  the  question  of  whether 
thrifts  any  longer  deserve  their  special  benefits.  These 
include  lenient  capital  requirements  and  the  ability  to  get 
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cheap  money  from  Federal  Home  Loan  Banks,  which  bor- 
row it  by  using  the  Treasury's  credit  rating. 

What  was  intended  to  bolster  a  social  goal — housing — 
ends  up  financing  greenmail  and  stock  speculation.  Stock 
speculation?  Before  he  was  deposed  as  czar  of  Financial 
Corp.  of  America,  Charles  Knapp  (Forbes,  July  30)  fre- 
quently used  his  S&L's  money  to  buy  stocks  on  a  grand 
scale:  5%  of  American  Express,  2.5%  of  Walt  Disney. 

More  popular  than  stock  speculation  for  the  S&Ls,  how- 
ever, is  real  estate  speculation.  That's  potentially  very 
lucrative  but  exceptionally  risky,  especially  for  S&Ls  al- 
ready in  such  weakened  condition  that  they  have  little 
capital  left  to  lose.  "There  is  a  big  difference  between 
lending  80%  of  value,  which  is  what  S&Ls  are  used  to 
doing,  and  putting  your  own  money  on  the  line,"  says 
Christopher  Leinberger,  president  of  Robert  Charles  Lesser 
&  Co.,  a  California  real  estate  consulting  firm.  "In  a  loan, 
you're  protected  by  the  equity  the  developer  puts  up.  If  a 
joint  venture  screws  up,  the  developer  walks  away,  and  the 
S&L  is  stuck." 

There  are  indications  that  many  S&Ls  have  run  into 
trouble  in  the  real  estate  business.  Beverly  Hills  S&L, 
which  is  run  by  developer  Paul  Amir,  reported  recently 
that  it  lost  $10  million  in  the  third  quarter,  $4.5  million  of 
it  represented  by  negative  cash  flow  on  a  hotel  the  S&L 
owns.  Empire  Savings  of  Mesquite,  Tex.  collapsed  because 
of  massive  losses  in  condominiums  in  which  it  invested. 

It  was  ever  thus.  Politicians  can  make  rules,  but  markets 
produce  results.  In  the  case  of  S&L  deregulation,  little 
effort  seems  to  have  gone  into  trying  to  figure  out  how 
S&Ls  would  act,  as  opposed  to  how  politicians  felt  they 
should.  The  Garn-St  Germain  bill  contains  a  preamble 
proclaiming  its  intent  to  allow  S&Ls  to  continue  investing 
in  housing  and  limits  the  amount  that  federally  chartered 
S&Ls  can  put  into  new  businesses.  But,  while  the  bill 
contains  incentives  for  S&Ls  to  hold  mortgages,  it  doesn't 
penalize  them  if  they  don't. 

Senator  Jake  Garn  (R-Utah),  chairman  of  the  Senate 
banking  committee,  says  he  didn't  intend  to  encourage 
thrifts  to  give  up  their  role  as  specialized  housing  lenders. 
But  it  is  happening  in  spite  of  his  intention.  Ironically,  it 
looks  as  if  traditional,  mortgage-oriented  thrifts — those 
that  deregulation  was  supposed  to  help — have  traded  their 
birthright  of  protected  turf  for  the  right  to  engage  in 
businesses  that  aren't  going  to  help  them  much,  if  at  all. 
"The  powers  that  Garn-St  Germain  gave  the  thrifts  was 
like  giving  them  permission  to  sell  ice  in  the  wintertime," 
says  Ernest  Leff,  a  California  S&L  lawyer. 

Richard  Pratt,  president  of  Merrill  Lynch  Mortgage  Cap- 
ital, Inc.,  who  was  chairman  of  the  Federal  Home  Loan 
Bank  Board  in  1982,  says  he  made  it  clear  that  Garn-St 
Germain  was  the  end  of  the  thrifts  as  a  special  industry. 
"You  can't  have  all  sorts  of  institutions  competing  to  buy 
money  in  the  marketplace,  and  then  tell  thrifts  they  can 
only  do  certain  things  with  it,"  Pratt  says.  "If  you  deregu- 
late what  you  pay  for  liabilities,  you  have  to  deregulate 
what  can  be  done  with  assets."  House  banking  committee 
member  Charles  Schumer  (D-N.Y.)  agrees.  "It  used  to  be 
that  the  thrifts  could  argue,  with  just  about  complete 
acceptance  by  the  Congress,  that  they  provided  a  special 
service  and  deserve  special  treatment,"  he  says.  "Those 
days  are  fading,  and  will  be  gone  shortly." 

Scattered  through  this  article  are  tables  showing  how 
slim  are  the  thrifts'  profit  margins,  how  high  their  failure 
rate  and  how  increasingly  large  are  payouts  from  the 
Federal  Savings  &  Loan  Insurance  Corp.'s  fund.  If  the 
FSLIC  insurance  fund  taps  out,  Congress  has  pledged  the 
full  faith  and  credit  of  the  U.S.  to  supplement  it.  That  gives 
us  all  a  stake  in  what  happens  to  the  thrifts.  Does  the 
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taxpayer  want  to  bail  out  an  S&L  that  went  bust  through 
speculating  in  real  estate,  in  stocks,  in  low-grade  bonds? 

The  S&Ls'  insurance  fund,  which  seems  to  have  well 
under  $5  billion  available  despite  its  stated  value  of  $6.3 
billion,  can't  possibly  cope  with  a  rash  of  large  failures.  It's 
no  coincidence  that  when  Financial  Corp.  of  America 
suffered  a  $6  billion  deposit  run  last  summer,  the  Federal 
Home  Loan  Bank  of  San  Francisco,  rather  than  the  deposit 
insurance  fund,  provided  the  necessary  money. 

Federal  Home  Loan  Bank  Board  Chairman  Edwin  Gray 
seems  to  be  trying  to  turn  back  the  clock  to  a  time  when 
banks  were  banks,  thrifts  were  thrifts  and  markets  were 
local  rather  than  national.  Good  luck,  King  Canute. 

Gray,  who  declined  to  be  interviewed,  wants  S&Ls  to 
make  and  hold  adjustable-rate  mortgages.  That  would 
diminish  interest-rate  risk  but  increase  credit  risk — bor- 
rowers might  not  be  able  to  afford  higher  payments  if  rates 
change.  In  any  event,  customers  are  resisting  ARMs.  And 
ARMs  aren't  automatically  worth  100  cents  on  the  dollar. 

Gray  has  ordered  the  Federal  Home  Loan  Mortgage 
Corp.  to  bolster  S&Ls'  capital  by  giving  them  $600  million 
of  preferred  stock,  a  drop  in  the  bucket.  He  wants  to  rein  in 
state-chartered  S&Ls.  He  is  calling  for  unrealistic  capital 
requirements  for  S&Ls  that  want  to  expand,  and  is  trying 
to  stop  stockbrokers  from  selling  CDs. 

But  Gray  is  dealing  with  symptoms,  not  the  problem. 
The  problem  is  that  the  world  has  changed.  The  advent  of 
national  capital  markets,  for  instance,  makes  it  more 
efficient  for  S&Ls  to  raise  money  through  Merrill  Lynch 
than  to  build  branches  every  three  blocks. 

The  functions  of  thrifts  and  banks  are  converging.  Giv- 
ing S&Ls  special  privileges  only  opens  the  door  to  things 
that  regulators  never  intended,  like  financing  greenmail 
and  real  estate  speculation.  Sure,  S&L  depositors  should  be 
protected.  But  the  only  people  with  a  stake  in  preserving 
thrifts  as  a  separate  class  of  institution  are  the  people  who 
run  them.  Remember  that  when  the  S&L  industry  comes, 
little  tin  cup  in  hand,  asking  for  another  bailout.  ■ 
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ANNOUNCING  THE  BIGGEST 
IMPROVEMENT  OVER  IBM  SELECTRIC 
TYPEWRITERS  IN  THE  PAST  TEN  YEARS. 


■ 
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Introducing  the  Sharp*  line  of  Electronic  typewriters. 

phis  year,  IBM  Selectric*  typewriters  have  something  new:  stiff  competition. 

Sharp  electronic  typewriters  for  the  office. 

You  see,  while  IBM  Selectric*  typewriters  are  basically  the  same  kind  of  electric  typewriters  they  were  a 
lecade  ago,  Sharp  typewriters  use  the  latest  microchip  technology. 

Some  Sharp  electronic  typewriters  offer  features  like  a  memory  for  auto- 
matic correcting  of  the  last  typed  line.  And  an  LCD  display  to  catch  mistakes 
efore  they  go  on  paper  plus  automatic  paper  insert,  automatic  formatting 
hd  express  relocation  to  make  typing  easier  and  faster. 

Sharp  electronic  typewriters  have  substantially  fewer  moving  parts  than 
lectric  typewriters  like  the  IBM  Selectric  *  (Fewer 
loving  parts  means  less  chance  of  breakdown.) 

All  at  a  cost  that's  only  half  that  of  an  IBM 
electric*  typewriter  with  comparable  features. 

So  if  you're  in  the  market  for  a  new  office 
fpewriter,  check  out  the  many  improvements 
>/er  IBM  Selectric*  typewriters.  ^^ 

it  your  Sharp  dealer.  For  more  information   ^  ™^^™^  ™\™?™ 
ill  800-BE  SHARP  or  send  in  the  coupon.    COME  SHARP  PRODUCTS 


Sharp  Electronics  Corporation 

Dept.  E.T. 

1909  East  Cornell,  Peoria,  IL  61614 

□  Please  send  me  more  information  about 
the  Sharpwriter"  Line.  D  Please  call. 


Name_ 
Title_ 


Company. 

Street 

City 

Zip 


_State_ 


_Phone_ 


ET-FB-12-31-4 


l  Electronics  Corp  .  Paramus.  NJ  07652 

!BQlnPMENT  AUDlS^SK^YSTlMr^LcljLATORS.  CASH  REGISTERS,  COMPUTERS,  COPIERS,  ELECTRONIC  TYPEWRITERS, 

simile Equipment.  micrSve  ovens  professional  video  cameras  &  monitors,  televisions,  video  tape  recorders. 
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If  you're  a  multi-national 
corporation  doing  business  in  a  lot 
of  places  around  the  world,  chances 
are  you've  experienced  the  difficul- 
ties of  dealing  with  a  lot  of  insur- 
ance policies  around  the  world. 

But  now  AIG's  Global  Accounts 
Department  can  neatly  tie  it  all 
together  for  you  into  one  ingenious, 
unified  program. 

The  Whole  Earth  Policy. 

What  it  means  is  one  master 
insurance  plan  with  all  U.S.  domes- 
tic and  overseas  risks  pooled 
together.  You  get  the  insurance  you 
need.  Where  you  need  it.  Tailor-made. 


From  property  and  casualty  cover- 
age to  marine  and  aviation.  From 
kidnap  and  ransom  to  a  wide  range 
of  employee  benefits,  including  life 
and  pension  plans. 

What  it  means  is  real  economic 
benefits  associated  with  buying 
power.  Risks  are  considered  world- 
wide. Not  country  by  country. 

What  it  means  is  that  your 
account  is  underwritten  as  a  whole, 
not  as  individual  risks.  Therefore, 
you're  better  insulated  from  the 
inevitable  cycles  of  the  insurance 
business. 

And  just  as  important  as  what 


The  Whole  Earth  Policy  can 
do,  is  what  it  won't  do. 

It  won't  give  you  costly  du] 
cations  of  coverage.  It  won't  lea' 
you  wilh  troublesome  inconsis- 
tencies in  protection.  And  it  woi 
saddle  you  with  costly  foreign 
exchange  losses. 

At  AIG,  global  insurance  is 
just  a  sideline.  Our  Global  Acco' 
Department  (the  only  one  of  its 
kind,  by  the  way,  in  the  industry 
today)  is  staffed  with  individual; 
who  have  a  vast  amount  of  kno1 
edge  in  their  field.  (They  averag< 
eighteen  years'  experience  in 


ercial  insurance.) 
;  [That's  more.The  Whole  Earth 
Efclient  is  given  an  unprece- 
W  amount  of  personal  service, 
fejnd  every  multi-national  client 
&,ned  its  own  AIG  Global 
c'nt  Manager  who  is  responsible 
ibhases  of  the  account.  From 
Deinal  planning  stages  to  the 
flag  of  claims. 

Worldwide,  our  offices  are 
i^ed  by  people  who  are  really 
ie  with  local  laws,  customs 
relations. 


Incidentally,  no  other  Ameri- 
can insurer  has  more  offices  in  more 
countries  offering  more  kinds  of 
business  insurance  than  the  AIG 
Insurance  Companies. 

For  over  60  years  we've 
assured  optimum  protection  for 
our  clients  against  hurricanes, 
fires,  floods,  employee  fraud  and 
political  upheavals.  And  today  you'll 
find  us  leading  the  way  in  energy, 
pollution  and  all  types  of  property 
and  casualty  risks,  to  mention  a  few. 

For  more  information  about 


The  Whole  Earth  Policy,  contact  AIG, 
Department  A,  70  Pine  Street,  New 
York.  N.Y.  10270. 

Or  call  your  broker.  And  get 
your  world  in  a  nutshell. 

OnceAgain 
THeanswerIs 

AIG. 


)MPAN1ES:  American  /ntmumoniii  I  'nderwhters,  American  I  itrme  Assurance  (  h. .  <  'ommerce  and  Industry  Insurance  ( ',t>. ,  National  I  Initm  Fire  Insurance  C  '■ompany  oj  Pittsburgh,  Pa  , 
n  International  Life  Assurance  Cn. ,  Ninth  American  Managers.  New  Hi  urancei  h.  and  wen  230  other  companies  operating  around  the  wc/rU  to  meet  your  insurance  needs. 


A  new,  highly  touted  S&L  CD  claims  to 
combine  the  potential  of  real  estate  with 
the  security  of  a  savings  account. 

Proceed  at 
your  own  risk 


By  Mary  Kuntz 


One  of  the  new  inventions  of 
the  savings  and  loan  industry 
is  the  earnings-based  CD — a 
certificate  of  deposit  with  return  tied 
to  the  performance  of  an  S&L's  own 
loans.  These  dubious  hybrids  have 
been  avidly  marketed  by  brokers  and 
have  won  favorable  coverage  in  some 
parts  of  the  business  press.  The  CDs 
claim  to  combine  the  safety  of  a  feder- 
ally insured  deposit  with  some  of  the 
inflation  protection  of 
an  investment  in  real 
estate. 

Are  they  as  good  as 
they  seem?  Not  by  a 
long  shot. 

The  earnings-based 
CD  first  appeared  this 
summer,  when  tiny 
Malibu  Savings  &  Loan 
Association  in  Foun- 
tain Valley,  Calif.,  with 
assets  of  $22  million 
and  next  to  no  experi- 
ence in  commercial 
real  estate,  issued  its 
CD  Plus.  Not  coinci- 
dentally,  Malibu  is 
owned  by  U.S.  Shelter, 
a  developer  and  syndi- 
cator  of  real  estate  tax 
shelters. 

Working  off  a  6%  sales  commis- 
sion— four  times  the  customary  fee 
on  conventional  broker-sold  CDs — 
E.F.  Hutton  sold  $60  million  of  Mali- 
bu's  12-year  certificates,  quadrupling 
Malibu's  assets.  A  CD  Plus,  with  a 
minimum  deposit  of  $10,000  (or 
$2,000  for  an  IRA),  pays  a  guaranteed, 
FSLIC-insured  minimum  rate  of  8%. 
In  addition,  the  investor  gets  an  equi- 
ty kicker  tied  to  the  return  on  a  com- 
mercial mortgage  portfolio.  That  re- 
turn is  defined  as  interest  income  plus 


profits  from  equity  and  income  par- 
ticipations on  the  loans — which  are 
made  on  apartments  and  commercial 
real  estate — minus  overhead.  CD  Plus 
holders  get  85%  of  the  portfolio's  re- 
turn or  the  8%  annual  interest  already 
guaranteed  them,  whichever  is  great- 
er. Malibu  gets  the  balance  of  the  re- 
turn, plus  loan  origination  fees  that 
can  go  as  high  as  3%. 

But  a  standard  five-year  CD  this 
summer  paid  close  to  12%.  So,  for  the 
possible  future  delights  of  the  equity 


kicker,  a  CD  Plus  investor  gives  up 
4%  of  assured  yield  a  year.  Matthew 
Newman,  a  New  York  City  tax  attor- 
ney, says  investors  would  be  better  off 
buying  the  two  pieces  separately: 
"Why  take  a  chance  with  it?  You're 
really  shooting  craps  in  the  dark." 

Here's  why.  Since  the  loans  haven't 
been  made  at  the  time  of  the  offering, 
offering  circulars  include  only  de- 
scriptions of  the  kinds  of  loans  the 
issuer  intends  to  make  with  the  CD 
money.  You're  buying  into  a  blind 
pool.  The  only  prospective  loan  de- 


scribed in  the  Malibu  offering,  for  ex- 
ample, is  for  an  apartment  complex  in 
Columbia,  S.C.  The  complex  is  being 
developed  by  a  private  placement 
limited  partnership  to  which  U.S. 
Shelter,  Malibu's  owner,  also  has 
made  a  loan  commitment.  Not  to 
worry,  says  Hutton  in  the  circular.  All 
properties  are  evaluated  by  an  inde- 
pendent appraiser. 

Elsewhere,  Shearson  Lehman/ 
American  Express  has  underwritten  a 
$50  million  offering  for  Western  Sav- 
ings in  Salt  Lake  City,  also  at  a  6% 
commission.  Other  S&Ls  are  free  to 
issue  similar  equity  CDs,  subject  to 
regulation  by  the  Federal  Home  Loan 
Bank  Board,  which  has  adopted  rules 
to  limit  the  FSLIC's  risk  (seep.  87)  in 
this  daring  expansion  of  the  tradition- 
al definition  of  bank  accounts. 

How  will  the  S&L  decide  which 
loans  go  into  the  equity  CD  portfolio? 
"Obviously  it  would  make  more 
money  if  it  kept  the  high-performing 
loan  in  its  ordinary  portfolio  and 
stuck  a  crummy  loan  in  the  pool  it 
shares  with  its  customers,"  says 
Christopher  Bolle,  an  attorney  at  the 
FHLBB,  which  is  reducing  that  risk 
with  disclosure  requirements. 

Liquidity  is  another  potential  draw- 
back. There  is  only  an  iffy  secondary 
market.  Another  negative:  Much  of 

Jean-BtansoisWlaux      t}le  extra  yield  that  CD 

Plus  holders  are  hoping 
for  will  come  from  eq- 
uity participations  as 
mortgages  are  paid  off. 
This  portion  of  the  CD 
holder's  interest  is  not 
FSLIC-insured  until 
that  time.  Further- 
more, those  profits 
would  normally  be 
long-term  capital 

gains,  but  the  earnings- 
based  CD  turns  them 
into  fully  taxable  ordi- 
nary interest  income. 

How  can  Malibu  jus- 
tify selling  this  prod- 
uct? "It  brings  the  de- 
positor a  reasonable 
rate  of  return  with  up- 
side potential  and  a  nice  hedge  against 
inflation.  I  think  it  provides  a  very 
attractive  package  for  everybody  in- 
volved," says  CD  Plus  inventor  Gor- 
don Gibson,  a  vice  president  at  U.S. 
Shelter. 

Peter  Gilbert,  a  managing  director 
at  Lehman,  justifies  commissions  on 
the  new  product  this  way:  "It's  new, 
it's  complex,  and  it  required  a  great 
deal  of  education." 

But  it  is  the  customers  for  these 
new  CDs  who  would  learn  a  rueful 
lesson.  ■ 
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With  each  flight,  the  Space 
Shuttle  again  proves  itself  a  com- 
mercial success. 

And  with  every  landing,  a 
triumph  of  technology. 

But  what  if  bad  weather  pre- 
vents a  Shuttle  landing  in  California, 
New  Mexico  or  Florida?  Where 
does  it  go  instead? 

Now  the  Shuttle  has  a  back-up 
landing  site  in  Senegal,  on  the 
•west  coast  of  Africa. 

And  guiding  it  down  will  be  a 
navigational  ground  beacon  called 


TACAN,  invented  and  built  by  the 
people  of  ITT 

This  TACAN  station  provides 
distance  and  directional  infor- 
mation the  Space  Shuttle  crew 
needs  to  come  home. 

Fact  is,  we've  installed  an  iden- 
tical TACAN  station  at  the  Kennedy 
Space  Center  and  similar  ones 
at  2000  locations  around  the 
world. 

Every  day  these  stations  pro- 
vide navigation  information  for 
military  and  civilian  planes  from 
the  U.S.  and  most  of  the  free  world. 


And  soon,  the  entire  U.S.  air 
navigation  network  will  have  the 
newest  ITT  beacons. 

When  it  comes  to  high-tech  air- 
craft navigation  and  avionics,  ITT 
is  still  showing  the  way 

For  current  news  about  ITT 
(      -Deration,  phone  toll  free 
l-80U€>IAL-nT  for  a  continuously 
updated  message. 

ITT 


©  1984  ITT  Corporation.  3?0  Park  Avenue.  New  York.  NY  100?. 
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Make  the  shareholders  happy. 

All  proxy  fights  aside,  the  very 
best  way  to  do  that  is  recognize 
the  value  of  the  company's  assets. 
And  make  an  offer  that  reflects  it. 

If  company  management  doesn't 
make  the  most  of  assets,  that's 
your  chance  to  do  it  for  them. 

It  really  doesn't  matter  whether 
your  target  is  a  Fortune  500  cor- 
poration or  a  young,  aggressive 
growth  company. 

The  most  important  thing  to 
have  on  your  side  is  a  rock  solid 
financial  and  business  plan  to  sur- 
face asset  values. 


And  that's  precisely  where 
Drexel  Burnham  can  lend  a  help- 
ful hand. 

As  we  did  for  a  buyer  of  a  forest 
products  company.  We  raised  over 
$250  million  for  the  company's 
coffers  on  the  strength  of  non- 
revenue-producing  timberlands. 
Indeed,  what  others  hadn't 
banked  on. 


But  that's  just  one  of  our  suc- 
cessful moves  for  offense  based  on 
innovative  finance. 

If  you'd  like  to  talk  about  one 
that's  right  for  you,  we  suggest 
you  call  David  G.  Kay  at  (212) 
480-6400 

You'll  find  Drexel  Burnham  can 
be  your  distinct  advantage. 

All  other  things  being  equal. 


Drexel  Burnham 

Drexel  Burnham  Lambert  Incorporated 


}<eep  the  shareholders  happy. 
|M1  poison  pills  aside,  the  very 
It  way  to  do  that  is  bring  out 
I'  value  of  your  company's  assets. 
■your  stock  price  reflects  it. 
If  you  don't  make  the  most  of 
lets,  chances  are  there's  someone 
tinrby  who  will. 

Jit  really  doesn't  matter  whether 
iwre a  Fortune  500  corporation 
m  young,  aggressive  growth 
BCipany. 

rhe  most  important  thing  to 
we  on  your  side  is  a  rock  solid 
Rncial  and  business  plan  to  sur- 
fa?  asset  values. 


And  that's  precisely  where 
Drexel  Burnham  can  lend  a  help- 
ful hand. 

As  we  did  for  an  oil  services 
company.  By  issuing  debentures 
with  springing  warrants,  we  di- 
luted an  aggressor's  position  while 
we  raised  capital  to  enhance 
future  asset  values.  Indeed,  what 
others  couldn't  do. 


But  that's  just  one  of  our  suc- 
cessful moves  for  defense  based  on 
innovative  finance. 

If  you'd  like  to  talk  about  one 
that's  right  for  you,  we  suggest 
you  call  Stanley  Stein  at  (212) 
480-4950. 

You'll  find  Drexel  Burnham  can 
be  your  distinct  advantage. 

All  other  things  being  equal. 


Drexel  Burnham 

Drexel  Burnham  Lambert  Incorporated 


Three  years  ago  Socialist  President  Mitter- 
rand nationalized  some  of  France  s  big- 
gest companies.  Now  guess  where  they  are 
going  for  new  money. 

Move  over, 
Margaret 


By  Marcia  Berss 


his 


own 


Earlier  this  month  British 
Prime  Minister  Margaret 
Thatcher  made  a  bold  political 
statement  by  selling  majority  control 
in  the  government-owned  telephone 
company,  British  Telecom,  through  a 
$5  billion  public  stock  issue,  the  larg- 
est ever  attempted  anywhere.  In  Paris 
the  same  week  Socialist  President 
Francois  Mitterrand  held 
first-ever  auction,  selling 
9%  of  Societe  Generale, 
one  of  France's  biggest  na- 
tionalized banks,  via  a  pub- 
lic offering  of  600  million 
francs  (about  $65  million) 
in  what  the  French  call  in- 
vestment certificates.  But, 
unlike  Thatcher,  Mitter- 
rand was  motivated  more 
by  financial  reality  than  po- 
litical ideology.  The  bank 
needed  money,  and  its  only 
shareholder,  the  govern- 
ment, didn't  want  to  cough 
up  more  cash. 

Less  than  three  years  af- 
ter Mitterrand  nationalized 
some  of  France's  biggest  in- 
dustrial companies  and 
banks,  he's  pushing  these 
same  outfits  back  to  the 
private  investor  to  raise 
money.  In  the  last  18 
months  French  investors 
have  bought  some  10.2  bil- 
lion francs  (about  $1.1  bil- 
lion at  current  exchange 
rates)  worth  of  paper  called 
Hires  participatifs  issued  by 
nationalized  companies. 
It's  a  type  of  quasi  debt  with 
a  guaranteed  return  linked 
to  long-term  French  gov- 
ernment bond  rates,  plus  a 
kicker  based  on  the  com- 


pany's net  income  growth,  sales 
gains — if  the  company  is  losing  mon- 
ey— or  cash  flow.  This  month  Mitter- 
rand took  the  titres  participatifs  one 
step  further  by  letting  Societe  Gene- 
rale  issue  the  investment  certificates, 
which,  instead  of  a  guaranteed  return, 
give  the  investor  an  ownership  stake. 
In  English,  common  stock. 

Could  it  be  that  socialist  France  is 
taking  a  first  step  to  privatization? 
The  government  says  absolutely  not, 


The  Paris  Bourse 

Ideologically  distasteful  but  cheaper  than  cash 


since  those  certificats  d'investissement 
(investment  certificates)  give  inves- 
tors ownership,  but  no  voting  rights, 
which  are  retained  by  the  govern- 
ment. Even  that  was  too  much  for 
some.  Finance  Minister  Pierre  Berego- 
voy  almost  nixed  the  Societe  Gene- 
rale  offering  when  Socialists  howled 
that  the  deal  looked  like  denational- 
ization. But  Compagnie  Financiere  de 
Suez,  another  state-owned  group,  an- 
nounced it,  too,  would  issue  certifi- 
cates and  dilute  government  owner- 
ship to  finance  an  acquisition. 

Why  should  Mitterrand  open  the 
door  to  private  ownership  even  a 
crack?  He  has  no  choice.  Like  many 
French  banks,  Societe  Generale  is 
sorely  undercapitalized,  with  a  mi- 
nuscule equity  capital/asset  ratio  of 
about  1.5% — and  it's  getting  worse 
since  nationalization  cut  off  its  access 
to  equity  markets.  French  banks  are 
also  big  borrowers  in  the  internation- 
al money  markets,  and  have  been 
downgraded  by  credit  rating  agencies 
such  as  Standard  &  Poor's  as  their 
equity  base  has  shrunk.  (The  agencies 
count  the  certificats  d'investissement  as 
equity  but  the  titres  participatifs  as 
debt.)  That  makes  borrowing  more  ex- 
pensive. The  same  goes  for  the  nation- 
alized industrial  companies.  Even  a 
star  performer  like  building 
materials  outfit  Saint-Go- 
bain  suffers  from  a  hefty 
debt/capital  ratio  of  50%. 

These  state-owned  com- 
panies initially  turned  to 
the  government  for  money, 
but  now  the  government 
says  it  has  no  more  to  give. 
France  has  one  of  the 
slowest-growing  econo- 
mies in  Western  Europe, 
about  half  the  growth  rate 
of  Britain  and  Germany.  At 
the  same  time,  its  public 
debt  as  a  percentage  of  gross 
domestic  product  is  one  of 
the  fastest  growing,  jump- 
ing by  25%  since  Mitter- 
rand's election,  vs.  13%  in 
Germany  and  16%  in  Italy. 
"The  government  is  not 
prepared  to  increase  our 
capital,  so  we  have  to  rein- 
force our  equity  by  some 
other  means,"  explains 
Claude  Reinhart,  senior  ex- 
ecutive vice  president  for  fi- 
nance at  Banque  Nationale 
de  Paris,  a  big  issuer  of  titres. 
The  "other  means"  is  the 
private  investor. 

French  investors  are  ea- 
ger buyers  of  these  new  se- 
curities. After  nationaliza 
tion  wiped  out  about  10% 
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of  the  Paris  Bourse  market  value,  they 
have  been  hungry  for  new  issues.  Of 
the  12  titres  participatifs  offerings,  all 
but  one,  automaker  Renault,  are  trad- 
ing above  their  offering  price.  Some, 
such  as  electronics  outfit  Thomson 
Group  and  chemical  concern  Rhone- 
Poulenc,  are  now  at  40%  to  50%  pre- 
miums. There's  still  much  unsatis- 
fied demand,  say  Paris  brokers.  "This 


may  be  the  first  certificat  d'investisse- 
ment,  but  it  won't  be  the  only  one," 
predicts  Pascal  de  la  Morandiere  of 
French  brokerage  house  de  Cholet- 
Dupont,  working  with  Societe  Gene- 
rale  on  its  offering. 

Of  course,  investors  would  also  like 
to  get  the  voting  rights.  "You  can't  get 
everything  you  want,"  de  la  Moran- 
diere adds  philosophically. 


A  specter  is  haunting  Christmas  tree  grow- 
ers: The  Ghost  of  Christmas  Future. 


0  Tannen  bomb 


By  Laura  Saunders 


TV 


his  year  a  standard  SVi-to-J- 
foot  fresh  Christmas  tree  costs 
between  $25  and  $30 — enough 
to  dampen  the  jolliest  ho,  ho,  ho. 

But  the  law  of  supply  and  demand  is 
on  the  side  of  yuletide  cheer.  Exten- 
sive overplanting  by  Christmas  tree 
growers  will  soon  pull  prices  down. 
r'Right  now  there  are  over  300  million 
tarees  in  the  ground,"  says  Donald 
LMcNeil,  executive  director  of  the  Na- 
Jtional  Christmas  Tree  Association. 


"By  1987  we  could  have  50  million  or 
60  million  trees  per  year  on  the  mar- 
ket." That's  nearly  twice  the  32  mil- 
lion trees  that  McNeil  expects  people 
to  buy  this  Christmas.  Call  it  a  glut. 
Artificial  trees,  which  already  ac- 
count for  some  50%  of  the  market,  are 
problem  enough.  But  the  current  diffi- 
culties stem  from  plain  old  geogra- 
phy. Southern  Christmas  tree  farmers 
have  discovered  that  they  can  produce 
handsome  Virginia  pine  trees  in  three 
to  five  years.  That's  half  the  time  it 
takes  for  the  firs  and  spruces  of  tradi- 


The  issuers,  too,  prefer  investment 
certificates  because  their  cost  is 
cheaper.  The  dividend  yield  on  the 
Societe  Generate  stock  is  about  6.7%, 
while  the  yields  on  the  titres  participa- 
tifs fall  between  10%  and  12%.  The 
Socialists  may  find  this  return  to  the 
market  ideologically  distasteful,  but, 
as  Mitterrand  is  learning,  it  sure  beats 
paying  the  bill  yourself.  ■ 


Ever  green? 


With  over  80  million  Christmas 
trees  planted  last  year,  but 
annual  sales  of  under  35 
million,  growers  may 
soon  be  trimmed. 


Georgia  Christmas  tree  grower  Bill  Murray  and  crop 
Vould  it  pay  to  advertise? 


tional  northern  growers,  who  are 
based  mostly  in  Michigan,  Minnesota 
and  Wisconsin. 

Congress  virtually  created  the 
Christmas  tree  industry  in  1954  by 
giving  trees  over  six  years  old  the 
same  tax  breaks  as  conventional  tim- 
ber. But  lately  other  government 
agencies  have  worked  to  boost  south- 
ern production.  "Extension  agents 
have  done  an  unbelievable  job  of  get- 
ting people  to  grow  Christmas  trees 
here,"  says  Bill  Murray,  a  major  Geor- 
gia grower.  Last  year  500  growers 
planted  over  2  million  seedlings  in  his 
state  alone,  up  from  fewer  than 
500,000  five  years  ago. 

What's  there  to  do?  Advertise,  say 
some  growers.  "In  1982  we  spent  only 
$50,000  to  support  our  $300  million 
industry,"  says  Murray.  "The  Wash- 
ington State  apple  growers  spent  $5 
million  on  their  $400  million  busi- 
ness." So  the  National  Christmas 
Tree  Association  is  asking  members 
to  contribute  1  cent  per  tree  sold  to  an 
upgraded  promotion  fund. 

Direct  marketer  cum  part-time 
grower  Wallace  Huntley  has  visions 
of  multiple-tree  households  dancing 
in  his  head:  "It  doesn't  matter  if  peo- 
ple don't  need  something,"  he  says. 
"Let  me  tell  you:  People  didn't  need 
more  than  one  television  set  in  the 
house,  but  we  created  the  need." 

Who  will  be  first  on  your  block  to 
be  a  two-tree  family?  ■ 
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The  Up  &  Comers 


Deals 


David  Goldman  s  little  Reltron  Corp.  re- 
cently bought  AMF  Inc.  's  famous  Voit  divi- 
sion. But  all  the  fancy  footwork  may  have 
produced  too  much  debt. 

Double  dribble? 


By  Gary  Slutsker 


David  Goldman  has  an  eye  for 
a  deal.  When  he  was  28  and  a 
traveling  sportswear  salesman, 
he  bought  a  bowling  alley  in  upstate 
New  York,  using  lots  of  debt  and  little 


cash.  That  was  in  1957.  Two  years 
later  Goldman  went  public.  With  the 
funds  he  raised,  he  built  an  empire  of 
21  bowling  centers. 

Deals  are  Goldman's  trademark.  In 
1972,  after  Mark  Spitz  won  seven 
Olympic  gold  medals,  Goldman  got 


on  the  phone  to  the  William  Morris 
Agency.  Within  months  he  had  signed 
Spitz  to  endorse  a  line  of  goggles. 

What  did  bowling  mogul  Goldman 
know  about  swimming?  Ask  that 
question  and  you  miss  the  point.  Con- 
sider Goldman's  latest  deal.  Reltron 
Corp.,  his  Rochester,  N.Y. -based  com- 
pany, paid  $7.5  million  to  buy  AMF's 
Voit  division.  The  move  will  triple 
annual  revenues,  to  approximately 
$33  million,  and  Goldman,  who  owns 
20%  of  Reltron's  shares,  plans  to  re- 
name his  company  Voit  Corp.  True  to 
form,  however,  Goldman  made  his  ac- 
quisition with  hardly  any  cash.  He  got 
Drexel  Burnham  Lambert  to  put  to- 
gether one  of  its  famous  junk  bond 
packages  (Forbes,  Nov.  19). 

The  score  sheet  of  Goldman's  bowl- 
ing empire  is  not  an  unbroken  series 
of  strikes  and  spares.  Profits  from  his 
first  few  locations  covered  highly  lev- 
eraged fixed  costs.  But  expansion  into 
black  neighborhoods  in  the  South  in 
the  early  Sixties  proved  an  embarrass- 
ing gutterball,  which  left  Reltron 
with  $2  million  in  equipment  obliga- 


Reltron  Corp.  President  David  Goldmen  i 

An  eye  for  a  deal,  but  is  that  eye  on  the  ball? 
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tions  to  AMF.  Goldman  is  still  paying 
off  that  debt,  nearly  20  years  later.  As 
a  result,  Reltron  entered  the  Seventies 
with  about  ten  profitable  bowling 
alleys  and  a  very  weak  balance  sheet. 
To  diversify,  Goldman  hawked  bil- 
liard supplies.  Next  came  a  line  of 
swimwear.  But  the  big  break  didn't 
come  until  the  Spitz  goggles.  Then  he 
bought  a  bankrupt  West  Virginia 
company  that  made  golf  bags.  Reltron 
was  profitable  again  by  the  mid- 
1970s.  But  by  letting  losses  continue 
for  a  decade,  Goldman  squandered 
$2.5  million  in  tax-loss  carryforwards. 
Which  brings  us  to  the  Voit  deal. 
Through  his  AMF  connections,  Gold- 
man knew  the  subsidiary  was  losing 
money.  Even  though  most  of  its  prod- 
ucts are  imported  from  Asia,  Voit 
:aced  competitors  with  far  lower  over- 
lead.  So  Goldman  persuaded  AMF  to 
;ell  the  business,  along  with  the  prof- 
table  Whitely  exercise  equipment 
init,  for  $5  million  in  cash.  AMF  also 
ook  a  $2.5  million  note  as  payment 
or  the  right  to  use  the  AMF  name  for 
.even  years. 

To  raise  the  cash,  Goldman  went  to 

Orexel  Burnham  for  a  three-part  junk 

[>ond  private  placement.  First,  there's 

I  $4  million. bond  at  123/4%.  Then 

there's  a  $1  million  note  at  18%  that 

teltron  can  either  pay  off  over  18 

oonths  starting  in  August  or  convert 

nto  stock.  Finally,  there  are  warrants 

o  buy  150,000  shares  at  $5  a  share. 

leltron    recently    traded    over-the- 

ounter  at  43A  bid,  down  from  its  his- 

oric  high  of  6%  in  July. 

All  this  debt  pushed  interest  ex- 

ense  from  $62,000  in  the  first  quarter 

f  fiscal  1984  to  $281,000  for  the  first 

uarter  of  1985.  About  $30,000  of  this 

all  probably  disappear  if  the  $1  mil- 

on  loan  converts  to  equity.  But  regu- 

itors  must  approve  newly  audited  fi- 

ancials  for  the   AMF   subsidiaries, 

umbers   that   were   not   previously 

isclosed. 

Total  short-term  debt,  excluding 
lat  old  $2  million  AMF  loan,  comes 
)  $1.1  million,  and  long-term  debt 
mounts  to  $8.5  million.  But  Rel- 
on's  equity  base  is  $2.3  million,  and 
le  company  hasn't  raised  any  capital 
nee  its  initial  stock  offering  in  1959. 
hat  gives  it  a  debt-to-equity  ratio  of 
7-to-l. 

Goldman  isn't  worried,  because  he 
)esn't  think  of  the  $4  million  bond 
debt.  What  about  that  123/4%  inter- 
It  rate?  "Yeah,  I'm  paying  interest, 
jit  it's  really  equity,"  says  Goldman, 
low's  that?  Well,  if  business  booms, 
"oldman  will  be  able  to  raise  enough 
luity  in  a  public  offering  to  take  out 
s  bondholders  before  he  has  to  start 
ying  off  the  principal  in  1989. 


It's  not  impossible.  In  the  quarter 
ended  in  September,  the  first  since  the 
acquisition,  Reltron's  sales  tripled,  to 
$4.5  million.  The  company  showed  a 
seasonal  loss  both  this  summer  and 
last.  The  hot  months  are  murder  for 
bowling — but  Goldman  has  already 
made  serious  cuts  in  existing  AMF 
costs.  At  Voit  alone  he  dropped  more 
than  60  staffers,  including  5  execu- 
tives with  $80,000-plus  salaries. 

Goldman  is  also  wheeling  and  deal- 


ing. He  says  that  outsiders  already  are 
interested  in  licensing  the  Voit  name. 
And  he  is  fresh  from  a  worldwide 
shopping  tour  where  he  picked  up  a 
host  of  new  products.  Among  them: 
big-ticket  exercise  bikes  and  rowing 
machines,  which  can  be  lots  more 
profitable  than  basketballs  and  bar- 
bells. "I  want  to  generate  dollars," 
Goldman  explains. 

Given  Reltron's  debt  load,  such  ex- 
ercise is  essential. 


The  Up  &  Comers 


Ploys 


What  most  people  see  as  art,  Harris  Shapiro  sees  as  the 
potential  for  vast  profits.  His  secret?  High  prices,  of 
course.  But  also  long  production  lines. 

The  imagemaker 


Harris  Shapiro  realized  long  ago 
that  art  is  a  nearly  perfect  busi- 
ness. With  just  the  right  signature,  a 
painting  that  costs  pennies  to  make 
sells  for  millions. 

Shapiro,  of  course,  couldn't  con- 
script Rembrandt  or  Picasso.  But  he 
went  to  work  in  his  own  humble  way. 
In  1980  he  and  his  former  partner, 
gallery  owner  Ronald  Parker,  signed 
an  exclusive  contract  with  Romain  de 
Tirtoff,  a  92-year-old  French  artist 
better  known  as  Erte.  Shapiro  then 
began  marketing  limited  edition  Erte 
sculpture  as  aggressively  as  cosmetics 
and  designer  jeans. 

Today  he  is  reaping  the  rewards. 
Fine  Art  Acquisitions,  Ltd.,  50%- 
owned  by  Shapiro,  should  earn 
$500,000  this  year  on  sales  of  $9  mil- 
lion. Nearly  all  that  money  comes 
from  a  line  of  newly  minted  Erte 
bronzes  designed  to  look  as  though 
they  dated  from  the  artist's  salad  days, 
50  years  ago.  Sure,  Erte's  fame  stems 
from  sensuous  paintings — not  sculp- 
ture— and  serious  collectors  disdain 
Shapiro's  wares.  But  the  art  is  origi- 
nal. Numbered  Erte  statues  sell  for  up 
to  $15,000  each,  roughly  six  times  the 
cost  of  production. 

Shapiro,  who  describes  himself  as  a 
former  financial  consultant,  carries 
all  this  off  with  considerable  style.  He 
took  Fine  Art  public  last  year,  he  ex- 
plains, to  buy  out  Parker,  who  was 
entitled  to  50%  of  the  Erte  sculpture 
collection  profits.  He  also  sold  off 
what  could  have  been  a  major  asset — 
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the  right  to  print  nude  pictures  of 
model-actress  Brooke  Shields,  taken 
when  she  was  1 1  years  old.  Too  tacky 
for  a  public  company  to  be  involved 
in,  Shapiro  explains. 

Today  Shapiro  and  Brooke  are  pals. 
She  even  attends  many  of  his  expen- 
sive parties,  which  helps  business 
considerably.  Fine  Art  entertains  a  lot 
in  order  to  promote  its  wares.  The 
company  also  pays  Shapiro  quite 
handsomely— $125,000  plus  10%  of 
pretax  profits  over  $500,000  and  the 
use  of  a  company  car.  His  daughter 
Mindi,  26,  is  also  on  the  payroll  as 
financial  vice  president. 

You  get  the  picture.  At  least  Sha- 
piro hopes  you  will,  because  Fine  Art 
owns  three  retail  galleries  in  New 
York  and  a  new  outlet  in  New  Or- 
leans. The  firm,  which  also  markets 
through  independent  galleries  in  oth- 
er cities,  operates  as  both  wholesaler 
and  retailer.  It  commissions  new 
work  and  sells  signed  and  numbered 
prints  at  about  $500  each. 

But  it's  the  Erte  bronzes  that  bring 
in  the  real  money.  The  line  consists  of 
24  art  deco  figures,  many  of  which  are 
cast  at  Fine  Art's  own  California 
foundiy.  The  company  has  the  rights 
to  churn  out  sculpture  in  limited  edi- 
tions up  to  24,000.  Erte  receives  a 
10%  royalty.  In  terms  of  exclusivity, 
the  arrangement  puts  his  work  in  the 
same  league  as  Franklin  Mint  limited 
edition  books. 

Another  Fine  Art  line,  dubbed  the 
Encore    Collection,    consists    of    12 
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sculptures  modeled  after  art  deco 
originals.  These  are  reproductions, 
marked  as  such.  But  they  still  sell  for 
$3,000  to  $12,500.  "Our  markups  are 
high,  but  we  will  spend  about 
$900,000,  or  roughly  10%  of  sales,  on 
advertising  and  promotion  this  year," 
explains  Shapiro. 

Fine  Art  has  tapped  what  appears  to 
be  a  strong  market.  The  first  run  of 
the  Erte  collection  is  nearly  sold  out, 
and  the  artist  has  recently  produced  a 
second  grouping  of  18  sculptures.  The 
Encore  Collection  is  also  doing  well, 
Shapiro  claims.  Art  retailers  typically 
average  $200  per  square  foot  in  their 
galleries;  his  three  New  York  galler- 
ies, combined,  average  $720  per 
square  foot.  His  New  Orleans  gallery 
does  $169  per  square  foot  after  six 
months  in  operation. 

Who  buys?  Mostly  young  profes- 
sionals, Shapiro  says,  who  want  to 
start  collections  and  can't  afford  more 
costly  objects.  Clearly,  they  shouldn't 
have  investment  in  mind.  "We  won't 
sell  [Fine  Art's  bronzes]  at  auction," 
sniffs  an  official  at  Sotheby's  in  New 
York.  "We  won't  catalog  them,"  adds 
a  rival  at  Christie's.  "We  don't  consid- 
er them  auctionable."  "I  couldn't  care 
less,"  Shapiro  says.  "The  real  test  will 
be  in  20  years." 

Shareholders  may  not  have  to  wait 
that  long,  but  they  don't  yet  have  any 
reason  to  cheer.  When  Fine  Art  went 
public,  in  August  1983,  it  received  $6 
for  a  package  that  included  three 
shares  and  one  warrant.  Today  that 
package  trades  at  about  $6.75,  not  too 
shabby  in  a  market  that  has  clobbered 
many  new  issues.  But  at  its  current  18 
times  earnings,  Fine  Art  doesn't  look 
like  a  bargain. 

In  addition  to  buying  out  Ronald 
Parker  when  the  company  went  pub- 
lic, Shapiro  gave  his  former  partner 
the  rights  to  acquire  $1.5  million 
worth  of  Erte  sculpture  at  foundry 
cost.  Shapiro  also  capitalized  the 
buyout,  putting  $1.6  million  worth  of 
goodwill  on  his  balance  sheet.  "Abso- 
lutely legitimate,"  he  explains.  "Book 
publishers  always  list  acquired  rights 
as  intangible  assets." 

The  art  market,  though,  is  a  fickle 
one.  And  if  Erte  is  passe  next  year, 
Fine  Art  could  face  a  huge  writeoff. 
But  Shapiro  is  a  man  who  plans  ahead. 
For  a  mere  $135,000,  he  recently  ac- 
quired the  rights  to  license  and  pro- 
duce collectibles,  dolls  and  costume 
jewelry  based  on  the  Dynasty  televi- 
sion series.  "Over  the  next  three 
years,  that  will  be  worth  more  than  $2 
million  in  pretax  earnings,"  Shapiro 
says  confidently.  "In  this  business, 
you  have  to  know  what  the  trends 
will  be." — Jeffrey  A.  Trachtenberg 


Harris  Shapiro,  sculptor  Erte  (seated)  and  a  $15,000  bronze 
Casting  new  profit  for  an  old  artist. 


Shonna  Valeska/Vision 


The  Up  &  Coiners 


Stars 


If  Martin  Siegel  had  his  way,  Weldotron  would  shrink- 
wrap  the  world.  For  now,  hell  settle  for  cottage  cheese. 


Tamper-resistant 
success 


Fl  rom  the  glint  in  Martin  Siegel's 
eye,  he  might  be  contemplating  a 
birthday  party.  And  so  he  is,  but  with 
a  bizarre  twist,  "fust  think,"  he  says 
gleefully,  "the  Tylenol  scare  came 
two  years  ago  in  October." 

Weldotron  Corp.  Chairman  and 
President  Siegel,  57,  may  be  one  of  the 
few  people  in  the  country  to  find  op- 
portunity in  the  grisly  event  just  over 
two  years  ago,  when  seven  people  died 
from  taking  cyanide-laced  Tylenol. 
The  still-unsolved  crime  brought  a 
surge  in  demand  for  products  he 
helped  pioneer.  Weldotron,  which  he 
founded  26  years  ago,  makes  ma- 
chines that  shrink-wrap  everything 
from  fruit  to  over-the-counter  drugs. 


"The  Tylenol  publicity  brought  in  $3 
million  in  new  business  overnight," 
says  Siegel.  "Before  the  Tylenol  scare, 
people  saw  tamper-resistant  packag- 
ing as  a  nuisance.  Afterward,  they  be- 
gan to  demand  it." 

This  windfall  caused  Weldotron 
stock  to  double  in  price,  and  Siegel 
shrewdly  raised  $7  million  in  new 
equity.  Part  of  that  paid  off  nearly  all 
his  long-term  debt.  That  helped  earn- 
ings leap  76%,  to  $1.5  million  on  sales 
of  $30.7  million  in  the  fiscal  year  that 
ended  in  April.  For  the  following  quar- 
ter, income  rose  another  58%. 

Luck?  Sure.  But  it  took  years  of  hard 
work  to  put  Weldotron  in  a  position 
to  exploit  this  opportunity.  Siegel,  a 
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J  THE  FUEL-EFFICIENT  MD-80. 

YOU'LL  LOVE  WHAT  IT  DOES  FOR  YOUR  FIGURES, 


All  around  the  world,  airlines  and 
investors  are  making  MD-80  jetliners 
their  choice.  The  reason?  They  know 
they  can  count  on  the  MD-80  family 
where  it  counts  most— the  bottom  line. 

MD-80s  descend  from  a  long  line  of 
twin-engine  airliners  that  have  held  their 
value  for  airlines  and  investors  through 
years  of  service. 

The  sleek  MD-80  airframe  is  matched 
with  advanced  Pratt  &  Whitney  engines 
to  fly  passengers  farther  on  less  fuel  than 
the  ordinary  airplanes  it  is  replacing. 
Its  digital  flight  guidance  and  control 
system  helps  reduce  pilot  workload  and 


keeps  a  fuel-saving  electronic  hand  on 
the  throttles.  The  cabin  ventilation  system 
is  engineered  to  save  fuel  by  reducing 
the  engine  power  needed  to  keep  cabin 
air  fresh  and  clean. 

Although  the  MD-80  cuts  down  on  fuel 
consumption,  it  doesn't  cut  down  on 
comfort.  Passengers  praise  its  wide  seats 
and  aisle,  as  well  as  its  quiet  cabin.  Surveys 
show  that  passengers  prefer  the  MD-80 
family  of  aircraft  by  more  than  three  to 
one  over  its  competitors. 

The  MD-80  family.  We're  not  surprised 
that  airlines  and  investors  make  it  their 
choice.  After  all,  it  figures. 


/ 


MCDONNELL 


I 'Suit  by  Simpson  Safety  Equipment  Inc. 
McDonnell  Douglas  Corporation 
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The  People's  Choice:  The  MD-80  from  Long  Beach. 
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Whether  your  company  is  an  industrial 
giant  or  a  cottage  industry,  if  you  have  a 
need  for  software,  chances  are  IBM  has  a 
software  solution. 

After  all,  we've  been  writing  computer 
software  for  more  than  30  years. 

Software  for  almost  every  industry  and 
almost  every  kind  of  application. 

From  manufacturers  and  banks  to 
lawyers  and  doctors.  For  our  largest 


computers  and  our  smallest. 

Some  IBM  software  helps  you  to  take 
care  of  basic  business  needs,  such  as 
accounts  receivable,  inventory  control  o: 
sales  analysis. 

Other  more  specialized  systems  focus 
on  a  particular  industry.  Do  you  manage 
motel?  Run  a  construction  company?  0 
schedule  a  fleet  of  trucks?  Ask  us. 

Most  data  professionals  know  IBM  fo 
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ictly,  we  have  2,876*more. 


sophisticated  system-level  software, 
id  high-productivity  packages  such  as 
12,  a  full-function  relational  data  base, 
lid  a  selection  of  Information  Center 
t  ducts  that  help  computer  users  help 
timselves. 

i$ut  what's  more  to  the  point  is  that  we 
U'W  the  real  meaning  of  software 
llity.  And  how  to  make  our  programs 
a'y  to  learn  and  easy  to  use. 


So  when  you  need  a  software  solution, 
look  first  at  software  available  from  IBM. 
It  may  save  you  the  trouble  of  looking 
in  2,876  other  places. 

For  more  information  about  the 
broad  spectrum  of  software  available 
from  IBM,  call  your 
IBM  marketing  rep-    ^— ^  — 
resentative.  E    —^  E: 


•"Programs  available  as  of  9/12/84. 


Brooklyn  native,  studied  electrical  en- 
gineering at  New  York's  City  College 
and  went  to  work  as  a  specialist  in 
plastic  sealing.  He  soon  saw  an  oppor- 
tunity. "Shrink  films  were  just  being 
developed  by  the  chemical  industry," 
Siegel  explains,  "but  there  were  no 
machines  to  make  them."  So,  in  1958, 
he  set  up  a  shop  in  Newark,  N.J.  to 
build  the  first  commercial  shrink- 
wrapping  equipment. 

From  the  beginning  he  got  an  im- 
portant boost  from  chemical  compa- 
nies. R.J.  Reynolds  and  W.R.  Grace 
were  eager  to  sell  plastic  film,  but 
they  didn't  want  to  enter  the  machin- 
ery business.  "They  couldn't  sell  the 
blades  until  the  razor  existed,"  says 
Siegel.  "So  we  made  the  razor." 

At  first  the  big  market  was  phono- 
graph records.  Remember  when  you 
could  never  be  sure  if  the  album  you 
were  buying  had  already  been  played? 
Shrink  packaging  put  a  stop  to  that. 
By  the  early  1970s  Weldotron  had  an- 
nual revenues  of  $1 1  million,  with  net 
income  of  a  modest  $148,000. 

Just  when  the  1970  recession  was 
putting  a  crimp  in  orders,  Siegel  got 


another  boost  from  a  corporate  giant. 
Goodyear  began  promoting  Weldo- 
tron machines  that  used  its  products 
to  package  perishable  foods.  By  1974 
about  10%  of  Weldotron's  new  sales 
were  in  this  new  market. 

Then  came  the  oil  embargo.  With 
prices  of  energy  soaring,  Siegel  found 
his  larger  machines  were  too  energy- 
intensive,  and  shrink-wrapping  of 
bulk  materials  became  uneconomi- 
cal. Business  was  off  by  18%  in  1975. 
So  Siegel  pruned  his  product  line, 
dropping  energy-intensive  models  and 
concentrating  on  single-item  packag- 
ing at  high  speeds.  Sales  recovered 
quickly,  and  since  1976  they  have 
grown  by  an  average  of  1 0%  annually. 

In  the  late  Seventies,  aftertax  mar- 
gins were  less  than  2%  because  of 
high  development  expenses  and  rela- 
tively low  sales.  But  productivity  im- 
proved and  sales  volume  increased. 
Net  margins  are  now  nearly  5%  and 
would  have  been  much  higher  if  Sie- 
gel hadn't  boosted  capital  spending 
from  $391,000  in  1982  to  over  $1  mil- 
lion this  year.  There  is  plenty  of  com- 
petition— including  the  Hobart  divi- 
sion of  Dart  &  Kraft  and  Oliver  Ma- 
chinery— but  Weldotron  has  perhaps 
one-third  of  the  total  market.  Siegel's 
brother  Seymour  is  the  vice  president 


for  finance,  and  the  family's  15% 
stake  in  the  business  is  now  worth 
about  $2.5  million. 

Much  of  the  current  demand  foi 
shrink-wrap  comes  from  drug  manu- 
facturers. But  food  packaging  is  where 
Siegel  sees  his  biggest  future  market 
Although  there  are  no  federal  rules 
requiring  that  food  containers  be 
tamper-resistant,  producers  are  mov- 
ing to  more  secure  packaging.  The 
reason:  worry  over  malicious  contami 
nation,  such  as  unconfirmed  reports  oi 
glass  slivers  in  Gerber  baby  food. 

Kraft,  for  example,  has  begun  to  pul 
its  Breakstone's  line  of  cottage  cheese 
inside  shrink-wrap — using  Weldotron 
machines.  "There  are  300  billion 
units  of  food  consumed  in  the  U.S 
each  year,"  Siegel  says,  "and  20%  are 
candidates  for  shrink-wrap."  By  1986, 
he  predicts,  most  ice  cream,  and 
much  candy  and  frozen  food,  will  be 
sold  in  more  secure  packaging. 

The  produce  counter  is  anothei 
source  of  potential  demand.  Siegel  is 
working  on  a  high-speed  wrapping 
process  for  individual  pieces  of  fruit. 
Besides  the  security  benefit,  the  wrap 
can  extend  shelf  life  by  as  long  as  five 
months.  A  likely  first  customer?  Sie- 
gel is  talking  with  a  major  citrus  ex- 
porter, Israel. — Carol  E.  Curtis 

Ted  K jjipk-i 


Weldotron's  Martin  Siegel  with  a  machine  that  shrink-wraps  ice  cream 
After  the  Tylenol  scare,  no  more  headaches. 
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The  Up  &  Comers 
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What  has  The  Learning  Annex  taught  founder  Bill 
Zanker?  There  is  money  to  be  made  in  education. 

\      School  for  singles 


i  ill  Zanker  likes  to  describe  The 
'Learning  Annex  as  the  McDon- 


B 

lid's  of  education.  "You  learn  some- 
thing, it's  entertaining,  you  meet 
somebody,  and  the  entire  course  lasts 
anly  two  to  eight  hours,"  Zanker 
boasts.  "We  know  the  hot  trends  be- 
fore anybody  else,  which  means  we 
^ve  people  what  they  want." 

The  New  York  City-based  com- 
3any,  which  Zanker  founded  four 
fears  ago,  raised  $3.3  million  in  a  pub- 
ic offering  in  August.  Never  mind 
:hat  The  Learning  Annex  lost 
5165,000  on  sales  of  $1.5  million  for 
he  fiscal  year  ended  June  30.  Setting 
lp  shop  in  Chicago  and  Atlanta, 
banker  explains,  penalized  earnings 
>y  over  $100,000. 

Optimistic  investors  were  willing 

0  pay  big  money  for  35%  of  Zanker's 
ompany  because  they  see  The  Leani- 
ng Annex  as  a  budget-priced  alterna- 
ive  to  Club  Med  and  singles  bars.  The 
urriculum  is  built  around  courses 
ke  "Triathlons  Are  for  Everyone"  for 
26  and  "The  Firewalking  Experi- 
bce"  for  $55 — in  advance.  Each  se- 
pester  is  only  30  days  long,  and  some 
Lasses,  like  the  triathlon  lecture, 
neet  only  once.  The  most  popular 
iffering,  "How  to  Find  a  Lover,"  has 
Attracted  4,000  students  in  three 
Jears.  The  most  expensive,  which  in- 
ifolves  piloting  a  helicopter  for  17 
ainutes,  is  tagged  at  $140. 

a  "We  give  people  an  introduction  to 
[hatever  they  are  interested  in,"  says 
Ranker.  "Why  spend  $10,000  on  a 
modeling  class  and  decide  you  don't 
Ike  it?  When  I  wanted  to  learn  about 

1  rect  marketing,  for  example,  I  found 
[  consultant  to  teach  the  class,  sat  in 
[  id  saved  a  $5,000  consulting  fee." 

[  A  sheepskin  isn't  the  attraction 
I;re,  of  course.  The  Learning  Annex 
I  a  sophisticated  singles  hunting 
'  found  for  the  upwardly  mobile,  25- 
f '-40  set.  "What's  so  wrong  if  people 
eet  each  other  and  learn  some- 
ing?"  asks  Zanker,   a  30-year-old 
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bachelor.  Approximately  60%  of  his 
students,  he  points  out,  are  single. 

Zanker,  who  now  pays  himself 
$70,000  per  year,  got  the  idea  for  The 
Learning  Annex  when  he  was  study- 
ing film  at  the  New  School  in  New 
York  City.  He  realized  that  people 
would   enjoy   short,    noncredit   film 


Zanker  explains.  "We  bought  some 
and  gave  dance  classes.  They  were  a 
big  hit  for  a  year  before  people  lost 
interest.  I  got  the  idea  for  our  aerobic 
karate  class  after  I  saw  The  Karate  Kid 
at  the  movies.  Many  people  don't  like 
karate,  but  everybody  leaving  the  the- 
ater was  practicing  chops  and  kicks. 
So  I  put  karate  together  with  aerobics 
classes,  and  now  we've  got  a  hit  in 
New  York,  Chicago  and  Atlanta." 

The  Learning  Annex  has  attracted 
imitators.  But  Zanker  calls  them 
mom-and-pop  operations.  "They  are 
in  cities  like  Houston,  Washington 
and  Sacramento,"  he  says.  "We've  ap- 
proached some  of  them  and  asked  to 
buy  them  out.  If  they  don't  sell,  we'll 
open  our  own.  You  have  to  be  tough." 

The  Learning  Annex  is  also  diversi- 
fying. Zanker  negotiated  a  contract 
with  Berkley  Books  for  ten  short 
books  based  on  classes  such  as  "How 
to  Cook  a  Gourmet  Meal  in  15  Min- 
utes" and  "Success  Now — Why 
Wait?"  There  also  will  be  a  mass- 


Bill  Zanker  of  The  Learning  Annex 
Making  education  a  trendy  business. 


classes  that  were  inexpensively 
priced.  His  friends  suggested  pottery, 
dancing  and  business,  as  well,  and 
soon  Zanker  was  accepting  registra- 
tion checks.  He  hired  moonlighting 
professionals  as  faculty  and  encour- 
aged them  to  teach  in  their  offices  or 
studios.  Lesson  one:  no  overhead.  To- 
day Zanker  rents  public  school  rooms 
when  he  needs  them — for  $5  per  class. 
Spotting  trends  makes  things  work. 
"Three  years  ago  California  magazine 
had   a    story   on    minitrampolines," 


market  trade  paperback,  How  to  Find  a 
Lover:  For  Men  and  Women.  Although 
Zanker  expects  to  lose  $10,000  on  the 
deal,  he  thinks  nationwide  distribu- 
tion of  the  books  will  give  The  Learn- 
ing Annex  valuable  free  advertising. 

Zanker  talks  big.  And  well  he 
might.  His  controlling  stake  in  The 
Learning  Annex  has  a  paper  value  of 
nearly  $2  million.  One  worry  may  be 
expanding  the  company  too  fast.  No 
course  can  tell  him  how  to  avoid 
that. — Jeffrey  A.  Trachtenberg 
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"or  over  50  years,  "Nipper"  the  fox  terrier,  has  been  sitting  by  the  RCA  name. 
Yet  over  the  years  this  "old  dog"  has  come  to  stand  for  new  developments, 
it  was  RCA  which  introduced  the  first  black  and  white  tv  camera  back  in  1939. 
Followed  by  the  first  experimental  commercial  color  tv  camera  in  1950. 

Joday,  RCA  is  pioneering  the  use  of  the  first  tubeless,  all  solid-state  broadcast 
camera.  A  revolutionary  tv  camera  that  can  practically  see  in  the  dark,  and 
produces  a  number  of  special  effects.  In  fact,  NBC  used  this  camera  in  the  1984  World  Series^ 
to  produce  "Super-Duper  Slow  Motion"  where  viewers  actually  saw  the  turning 
seams  on  a  fastball  in  the  instant  replay. 

In  the  television  industry,  RCA  has  a  number  of  other  firsts.  With  NBC,  we  helped 
shape  contemporary  programming  with  such  mainstays  as  "Today"  "The  Tonight  Show" 
and  network  news.  Andjorthe  past  fouryears,NBC  has  continued  to  be  a  leader,  vv/nningi 
more  Emmys  than  any  other  network. 

In  home  entertainment,  RCA  has  also  been  a  pioneer.  Today,  we  command  a 
leading  market  share  in  television  receivers,  video  cassette  recorders  and  cameras. 

We've  also  just  introduced  the  "Dimensia  System"  the  first  complete  audio/video 
Home  Entertainment  System  that  is  fully  integrated  and  totally  interactive. 

in  the  horizon,  we're  making  even  more  breakthroughs  in  the  areas  of 
digital  and  higher  resolution  television. 
And  in  the  recording  industry,  where  RCA  Victor  was  the  first 
company  to  present  international  artists  on  the  78-RPM  record,  we're  still 
a  worldwide  leader,  displaying  today's  top  artists  on  the  sound  carrier  of 
the  future,  the  laser- read  digital  Compact  Disc. 

*o  if  you  think  you  can't  teach  an  old  dog  new  tricks,  think  about  "old"  Nipper. 
In  fact,  if  you'd  like  to  see  what  other  new  things  he's  been  up  to,  write  for 
"This  Is  RCA','  P. 0.  Box  91404,  Indianapolis,  Ind.  46291. 

After  you  read  it,  you'll  know  why  in  entertainment,  electronics  and  communica- 
tions, RCA  is  one  of  a  kind. 
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"fm  surprised  I  can  exist,'  says  broker 
Jean-Frangois  Bernheim,  who  not  only  ex- 
ists but  prospers  by  offering  his  European 
customers  a  European  viewpoint. 

"Anxiety?  I've 

been  anxious  for 

18  years" 


. 


By  Martin  Mayer 


Twice  a  year,  usually  on  a  week- 
end, an  athletic  but  rotund, 
balding,  50-year-old  Frenchman 
named  Jean-Francois  Bernheim,  who 
works  as  a  broker  on  Wall  Street, 
catches  a  plane  at  Kennedy  Airport  for 
a  four-week  trip  to  London,  Paris, 
Zurich,  Geneva,  Basel  and  Luxem- 
bourg, during  which  he  meets  100  to 
150  correspondents  and  contacts  in 
the  European  financial  markets,  most 
of  them  clients.  Before  leaving  New 
York,  he  meticulously  books  the  four 
weeks  with  appointments  at  a  rate  of 
six  a  day,  including  lunch  and  dinner, 
each  commitment  of  time  calculated 
precisely  to  the  intimacy  of  the  rela- 
tionship, the  volume  of  business  like- 
ly to  be  derived  and  the  value  of  the 
contact  as  a  source. 

Normally,  Bernheim  starts  in  Lon- 
don, checking  into  Claridge's  and  im- 
mediately visiting  the  bowels  of  the 
hotel  to  tip  the  telephone  operators, 
who  will  be  asked  to  give  him  extraor- 
dinary service.  In  London  he  will  of- 
ten arrange  for  a  car  and  driver  to  take 
him  around  the  city,  for  he  cannot 
waste  time  hailing  taxis.  But  Bern- 
heim has  retained  a  frugal  French 
temperament,  and  he  hires  a  driver 
with  a  modest  car.  He  enjoys  leaving  a 
lunch  with  a  guest  who  climbs  into  a 
Rolls-Royce  while  Bernheim  waves 
farewell  from  the  back  of  a  Fiat. 

Bernheim  is  probably  the  only 
broker  on  The  Street  who  serves  a 
foreign  clientele  from  a  base  in  a  firm, 
Gruntal  Financial  Corp.,  with  no  other 
overseas  business.  "I'm  surprised  I  can 
exist,"  he  says.  "There  are  houses 
much  larger  than  I  am  that  offer  every 
service  to  the  European  clientele. 
They  have  new  issues,  do  Eurodollar 
trading,  sell  stripped  bonds.  They  have 
their  own  offices  in  Europe  and  give 


lunches  at  the  Ritz.  I  don't  do  deals, 
I  don't  syndicate,  I  don't  underwrite,  I 
can't  handle  the  very  big  blocks,  and  I 
can't  give  any  reciprocity.  All  my  cli- 
ents have  other  brokers  here." 

Nevertheless,  Bernheim  counts  a 
dozen  or  more  major  European  insti- 
tutional investors — national  banks, 
private  banks,  insurance  companies, 
unit  trusts — that  rank  him  among 
their  "top  bracket"  brokers.  His  client 
list  is  secret  and  sacred,  partly  be- 
cause European  investors  don't  like 
publicity,  partly  because  Bernheim's 
relations  are  usually  with  the  money 
managers  and  traders  rather  than  with 
top  management.  He  worries  that 
calling  attention  to  his  clientele  will 
hand  a  hit  list  to  competitors  who 
deal  at  the  top. 

Because  his  contact  there,  Jacques 
Wahl,  is  a  man  at  the  top,  Bernheim  is 
willing  to  have  Banque  Nationale  de 
Paris  identified  as  a  client,  and  Wahl  is 
happy  to  discuss  why  his  giant  institu- 
tion does  business  with  this  individual 
broker.  "When  I  speak  with  Merrill 
Lynch  or  Salomon,"  Wahl  says,  "it  is 
always  a  specific  exposition.  An  insti- 
tution has  a  staff  of  specialists.  They 
make  analyses  and  come  with  a  pos- 
ture that  is  not  always  fully  consis- 
tent. With  Jean-Franqois  it  is  a  percep- 
tion from  one  brain.  He  has  a  view  that 
is  of  great  value  to  me,  about  the  future 
sequence  of  events  and  what  is  hap- 
pening in  American  society.  And  he  is 
a  man  of  experience  who  has  a  good 
feeling  for  what  can  be  called  special 
situations." 

Among  Bernheim's  few  private  cli- 
ents is  Scott  Pardee,  a  blunt,  smart 
New  Englander  who  used  to  be  senior 
vice  president  in  charge  of  foreign  ex- 
change operations  for  the  Federal  Re- 
serve Bank  of  New  York  and  is  now 
executive  vice  president  of  Discount 
Corp.  "At  the  Fed,"  Pardee  says,  "I 


dealt  with  bankers  and  economists. 
But  Jean-Francois  was  directly  in 
touch  with  the  flow  of  funds  into  and 
out  of  the  U.S.  in  the  equity  markets.  I 
would  call  him,  and  invariably  he  was 
right  on  what  was  happening  to  in- 
vestment flows.  It  was  uncanny  the 
things  he'd  come  up  with.  He  had  the 
Hunt  situation  wired  in  silver." 

Bernheim  has  a  world  sense — a 
long-term  pessimism — and  a  market 
sense  that  grow  naturally  from  his  life 
story.  He  is  from  Strasbourg,  on  the 
French  side  of  the  Rhine,  where  his 
family  had  a  business  supplying  grain 
to  breweries.  He  spent  his  early 
school  years  in  Brazil,  a  refugee  from 
Hitler,  and  did  his  military  service  as 
part  of  the  French  army  in  Algeria — 
experiences  that  gave  him  his  rather 
dim  view  of  the  future  of  Western 
civilization.  This  history  has  left  him 
with  a  caution  few  people  in  the  mar- 
ket have,  a  fear  that  something  really 
horrible  will  happen  and  you  will  lose 
all  your  assets. 

Most  Americans,  steeped  in  nation 
al  optimism,  tend  not  to  think  in 
these  terms.  Europeans  do,  one  reason 
Bernheim  has  so  strong  a  following  in 
Europe  and  with  a  few  Americans 
who  prize  his  dour  views  as  an  anti- 
dote. Says  Pardee,  "Bernheim  comes 
up  with  strategies  to  answer  the  ques- 
tion: If  the  world  goes  to  hell  in  a ) 
hack,  what  do  you  do?  You  buy  op- 
tions on  gold  and  options  on  Treasury 
bonds.  The  options  on  T  bonds  take 
care  of  depression.  The  options  on 
gold  take  care  of  inflation.  At  the  end 
of  the  year  you  rip  up  both  tickets,  but 
you've  protected  the  bulk  of  your  as- 
sets with  a  cheap  insurance  policy. 
Very  creative." 

Bernheim's  first  job  after  business 
school  was  as  a  grain  trader  in  Paris. 
He  came  to  New  York  to  learn  about 
the  American  stock  market,  expect- 
ing to  apply  this  experience  in  Zurich.  ,  ^ 
But  the  Swiss  would  not  give  him  a 
work  permit,  so  he  stayed  in  New 
York  and  later  became  a  chartered 
financial  analyst 

"The  firm  sent  me  to  Europe  to  sell 
ideas,"  Bernheim  recalls,  "really  do- 
ing nothing  but  what  I  do  today,  and  \ 
developed  an  arbitrage  business  be- 
tween   the    Bourse    and   here   for  z 
French  bank.  I  would  get  up  early 
read  the  papers,  call  Paris  and  buy 
couple  of  thousand  shares  of  Schlum 
berger  or  Kodak  on  the  Bourse,  ther 
dispose  of  them  here.  To  do  that 
needed  excellent  executions,  and  I  be 
came  expert  in  the  operations  of  ; 
brokerage  house." 

In  1974  he  moved  to  Herzfeld  & 
Stern,  where  "for  1 1  years  I  sat  at  th< 
desk  next  to  one  of  the  great  old 
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timers  of  Wall  Street,  Morris  Lamer, 
managing  partner  and  chief  of  the  or- 
der room,  and  he  taught  me  how  to 
work  with  the  floor  and  handle  the 
large  orders." 

Bernheim's  career  as  a  broker  got  off 
to  a  rocky  start  in  the  1969-70  bear 
market,  when  he  believed  what  Penn 
Central  Chairman  Stuart  Saunders 
was  saying  about  the  bright  prospects 
for  his  railroad.  Later,  however,  his 
clients  more  than  recovered  any  Penn 
Central  losses.  Having  kept  in  touch 
with  the  situation,  rather  bitterly, 
Bernheim  saw  the  assets  in  the  corpo- 
rate shell  and  put  his  clients  into  the 
Class  B  preferred  at  around  5  not  long 
before  it  was  redeemed  at  20. 

Over  the  last  decade  Bernheim's 
business  has  grown  tenfold.  He  has 
done  well  for  his  clients  in  both  tim- 


led  him  also,  however,  to  Kerr- 
McGee,  "which  I'm  stuck  with.  I'm 
still  optimistic." 

Among  the  recent  winners  have 
been  RCA  and  Ball  Corp.  There  have 
also  been  losers,  some  fairly  severe, 
mostly  in  cases  such  as  ITT,  where 
Bernheim  looked  for  a  turnaround 
when  what  was  really  happening  was 
a  tailspin.  The  one  area  Bernheim 
never  touches  is  high  tech.  "It  fright- 
ens me,"  he  says.  "When  people  were 
fascinated  with  it  early  last  year,  I 
sent  them  to  other  houses  who  knew 
about  it.  Some  of  them  made  a  lot  of 
money — if  they  got  out  in  time." 

Formally,  Bernheim's  operation  is 
an  autonomous  six-person  division  of 
Gruntal  &.  Co.,  the  long-established 
regional  brokerage  house  that  went 
public  in  1983.  Gruntal  had  virtually 


they  complain  that  they  can  get  a  firm 
price  from  a  block  house  in  20  min- 
utes. "I  tell  them  that  if  they  give  me 
four  days,  on  a  not-held  basis,  I  will 
save  them  or  make  them  a  lot  of  mon- 
ey, and  then  it's  up  to  them." 

Bernheim  is  not  everyone's  cup  of 
tea.  Puritanical  in  his  business  moral- 
ity, he  can  be  cuttingly  censorious, 
and  he  is  very  competitive,  a  trait  that 
comes  out  strongly  on  the  tennis 
court.  He  was  nationally  ranked  as  a 
junior  in  France;  he  still  plays  an  ex- 
cellent game  and  has  been  known  to 
throw  McEnroe-like  fits  when  he  dis- 
agrees with  a  call.  He  has  a  well-de- 
veloped amour  propre  and  a  strikingly 
thin  skin.  A  worrier  at  heart  ("I  was 
amused  by  an  article  on  the  anxiety  of 
oil  traders.  I've  had  that  anxiety  for  18 
years"),  he  pays  a  price  for  his  air  of 


\\Broker  J ean-Franqois  Bernheim  at  home,  6  a.m. 

{strategies  to  answer  the  question:  "If  the  world  goes  to  hell  in  a  hack,  what  do  you  do?' 


Barbara  Alper 


ping  and  specific  stocks.  "In  May  of 
11982,"  he  says,  "I  was  convinced  we 
jhad  seen  the  worst.  The  convergence 
)of  bad  economic  news  here  and  in  the 
iThird  World   countries   meant   that 
ipolicy  had  to  change  and  the  markets 
'had  to  improve.  I  suggested  GE,  IBM, 
'Emerson  Electric,  National  Gypsum. 
It  was  primitive,  and  perhaps  three 
months    early,    but    what    could    be 
(wrong  with  IBM  at  60?" 
j    Bernheim  was  an  early  proponent  of 
what  turned  out  to  be  the  oil  takeover 
candidates  (Getty,  Superior  and  Phil- 
j'ips),  mostly  "because  of  my  Europe- 
an origins.  France  being  deprived  of 
)il  resources,  my  clients  wanted  to 
)wn  them,  in  good  times  or  bad.  And 
:hese  had  undervalued  assets."  This 


i 


no  foreign  business  and  not  much 
institutional  business.  Gruntal  of- 
fered Bernheim  experienced  floor 
presence,  a  direct  wire  to  the  firm's 
brokers  on  the  floor  and  a  first-class 
clearing  operation. 

Like  everyone  else,  Bernheim's 
stock-picking  score  is  considerably 
less  than  100%.  His  proudest  claim  is 
that  he  can  buy  cheap  and  sell  dear 
within  the  parameters  of  a  week's 
fluctuations — an  ability  that  makes 
mistakes  less  costly  and  successes 
more  profitable.  Virtually  all  his  or- 
ders are  on  a  "not-held"  basis;  that  is, 
he  has  discretion  on  when  to  buy  or 
sell  and  at  what  price.  Sometimes  cli- 
ents call  with  large  orders  and,  when 
he  responds  by  describing  the  market, 
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confidence.  But  he  also  has — and  this 
is  what  makes  his  business  possible — 
an  amiable  gift  for  friendship. 

The  first  ten  days  of  this  month 
Bernheim  spent  in  Switzerland,  work- 
ing his  usual  14-hour  days,  warning 
bankers  there  that  year-end  1984  is  a 
tough  time  in  the  U.S.  markets,  be- 
cause, on  balance,  Europe  is  not 
buying  and  the  American  individual 
investor  is  selling.  "With  the  Fed 
pumping  in  money,"  he  says,  "the 
market  should  be  all  right,  even  if 
mediocre.  One  looks  for  individual 
situations.  But  everything  waits  on 
finding  out  whether  the  U.S.  will  have 
a  new  'fiscal  law'  [i.e.,  tax  program]. 
There  will  be  uncertainty  until  at 
least  October."  ■ 


ill 


Marketing 


Edited  by  Stephen  Kindel 


Growth  at  David  Rowse's  apple  juice  com- 
pany was  flat  and  uninteresting  until  he 
dressed  the  product  in  a  new  bottle  and 
splashy,  colorful  graphics. 


Small  is  beautiful 


New  England  Apple  President  David  Rouse. 
Not  hiding  his  brand  under  a  bushel. 


Kuk  I  ncdmanBUk  ! 
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By  Jeffrey  A.  Trachtenberg 

Can  a  fancy  logo  and  new 
packaging  turn  a  marginal 
brand  in  a  commodity  product 
into  a  marketing  success?  Ask  David 
Rowse,  the  48-year-old  president  of 
New  England  Apple  Products  Co.  Inc. 
Nine  years  ago  New  England  Apple, 
which  had  been  in  Rowse's  family 
since  his  grandfather's  time,  was 
mainly  a  low-margin  wholesaler  sell- 
ing juice  products  under  private  labels 
to  stores  and  supermarkets. 

That  was  when  Owens-Illinois,  the 
big  Ohio  glass  company,  showed 
Rowse  a  new  bottle  with  a  fancy 
wraparound  foam  label.  The  label,  or 
billboard  as  it  is  known  in  the  indus- 
try, was  larger  than  the  simple  paper 
label  New  England  had  been  using. 
That  meant  more  room  for  splashy 
graphics.  And  the  insulated  foam  kept 
the  contents  cool  longer. 

His  small,  Littleton,  Mass. -based 
company  wasn't  the  first  that  Owens- 
Illinois  approached,  of  course.  But 
Rowse  saw  an  opportunity  in  the  10- 
ounce,  single-serving  bottle.  With  a 
big  label,  New  England  Apple  could 
establish  brand  identity  in  a  field 
where  there  were  only  two  giant 
brands — Tree  Top  and  Mott's — and  a 
host  of  midgets.  He  could  make  New 
England's  apple  juice  a  higher-mar- 
gined, branded  product  at  little  addi- 
tional cost. 

So,  with  the  help  of  Selame  Design 
Associates  of  Newton  Lower  Falls, 
Mass.,  he  came  up  with  a  label  show- 
ing a  partially  eaten  apple  in  bright 
red  and  green  colors  and  a  brand 
name,  Veryfine. 

The  combined  results  of  the  new 
bottle  and  new  graphics  were  even 
better  than  Rowse  had  hoped  for.  To- 
day New  England  Apple  sells  its  fruit 
drinks  in  35  states,  and  Rowse  thinks 
his  company  can  pick  off  an  increas- 
ing share  of  the  rapidly  growing  fruit 
juice  business. 

The  privately  held  company  earned 
$2.7  million  pretax  on  sales  of  $54 
million  in  the  fiscal  year  to  last  Sept. 
30,  and  Rowse  expects  to  earn  $3.8 
million  pretax  on  sales  of  $75  million  i 
in  the  current  year.  The  margins  are 
better  than  the  2%  on  sales  it  used  to 
earn  before  the  packaging  makeover, 
but  not  extravagantly  so.  What  Rowse 
gains  on  a  higher  per-ounce  price  for 
apple  juice  with  his  10-ounce  bottle, 
he  partly  gives  back  in  higher  costs  for 
the  individual  packages. 

Still,  Veryfine  established  an  unde- 
niable trend  in  the  market — after  it 
got  over  a  few  false  starts.  For  one 
thing,  as  a  company  with  little  direct 
consumer      marketing      experience, 
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New  England  Apple  didn't  know  the 
proper  unit  volume  to  sell. 

"At  first  we  tried  to  sell  our  bottles 
in  six-packs  in  the  supermarkets," 
says  Rowse.  "It  didn't  work  well  be- 
cause the  quality  of  the  carrier  wasn't 
good.  But  we  found  that  people  didn't 
want  six-packs,  anyway.  They  were 
cannibalizing  them  for  single  bottles. 
So  we  decided  to  sell  what  people 
wanted  to  buy." 

That  insight  turned  out  to  be  as 
important  as  the  packaging.  Today 
single  units  constitute  75%  of  all 
sales,  and  New  England  Apple  is  no 
longer  solely  dependent  on  supermar- 
kets. Its  Veryfine  apple  juice,  orange 
juice  and  other  fruit  juices  are  sold  in 
convenience  stores,  delicatessens  and 
approximately  3,000  vending  ma- 
chines at  last  count. 

Rowse's  timing  was  propitious. 
Natural  fruit  juices  appeal  to  the  diet- 
minded  and  exercise-conscious,  and 
his  sales  also  have  been  helped  by  the 
trend  away  from  caffeine  in  bever- 

Iages.  According  to  A.C.  Nielsen  Co., 
from  1981  to  1983  sales  of  fruit  bever- 
ages— juices  plus  fruit  drinks — grew 
13%,  from  537  million  gallons  to  608 
million  gallons,  with  fruit  juices  tak- 
ing an  increasing  share  of  that  total 
each  year. 

That  has  brought  competition. 
Tropicana,  Ocean  Spray,  High  C 
(owned  by  Coca-Cola  Co.)  and  Juice 
Works  have  all  entered  the  single-unit 
juice  market,  while  Duffy-Mott,  Lin- 
coln Foods  and  Seneca  compete  across 
the  board  against  New  England  Ap- 
ple's single-servings  and  larger-size 
bottles  of  apple  juice  as  well  as  its 
applesauce. 

To  maintain  growth,  Rowse  has  ex- 
panded beyond  apple  juice,  which 
now  constitutes  only  25%  of  New 
England's  sales.  Orange  juice  contrib- 
utes 10%  and  grapefruit  juice  8%. 
Then  there  are  12  different  fruit 
drinks,  such  as  apple-cranberry  and 
pineapple-orange,  which  contribute 
30%.  The  remaining  27%  is  generated 

I  from  applesauce,  large-size  fruit 
juices    and,    of    all    things,    vinegar. 

,  When  Rowse's  grandfather,  Arthur, 

I  bought  the  company  in  1900,  vinegar 

t  was  its  main  product.  He  sold  apple 
cider  as  a  sideline,  and  in  the  early 

■  1940s  apple  juice  became  the  com- 

i  pany's  major  product. 

Now  Rowse,  with  80%  of  his  sales 

.  still  made  in  the  Northeast,  would 
like  to  expand  geographically.  Al- 
though Veryfine  fruit  juices  are  sold 

I  in  San  Francisco  and  Los  Angeles, 

freight  costs  make  it  difficult  for  the 

company  to  compete  successfully  in 

the  West.   So  Rowse  is  looking  for 

.  companies  to  package  his  juices  under 


his  label.  He  recently  signed  a  fran- 
chise agreement  with  a  Miami-based 
company,  Beverage  Canners  Interna- 
tional, granting  it  exclusive  bottling 
and  distribution  rights  in  Florida, 
Georgia  and  Alabama  in  return  for  a 


percentage  of  net  profits. 

Surprisingly,  says  Rowse,  the  sin- 
gle-serving fruit  juices  haven't  hurt 
the  big  soda  companies.  "We  haven't 
taken  away  the  Coke  customer,"  he 
says.  "Instead,  the  market  grew." 


Train  up  a  child  . 

To  hear  Jim  Flanagan  tell  it,  the 
imaginations  of  today's  children 
are  being  warped  by  satanic  forces  in 
violent  television  shows  and  movies. 
But  Flanagan,  vice  president  of  Wee 
Win  Toys  &  Accessories,  Inc.  of 
Houston,  Tex.,  believes  he  has  an 
antidote,  at  least  to  the  violence 
pushed  at  children  through  their  toys. 
In  time  for  Christmas,  Wee  Win  has 
brought  out  action  dolls  of  Jesus 
Christ,  David  and  Goliath,  Samson 
and  other  biblical  figures.  "A  child's 
mind  soaks  up  the  images  of  the 
world  around  it,"  says  Flanagan. 
"We're  just  giving  them  positive  im- 
ages to  absorb." 

Whether  toys  with  an  overtly  reli- 
gious motif  can  make  it  in  the  market 
is  open  to  question,  but  Flanagan  has 
support  for  his  nonviolent  approach 
from  the  likes  of  Jeanette  Neff,  vice 
president  of  marketing  for  Children's 
Television  Workshop.  Says  Neff,  "I 
think  there  has  been  a  feeling  for  a 
very  long  time  that  there's  a  need  for 
nonviolent  toys.  People  approach  it  in 
different  ways,  but  they  are  all  a  reac- 
tion to  the  current  toys  children  are 
playing  with." 

Wee  Win's  first  products,  the  He- 
roes of  the  Kingdom,  are  the  com- 
pany's answer  to  the  violence  of  GI 
Joe  and  the  vanity  of  Barbie.  They  are 
bendable,  posable  action  figures  of 
biblical  characters,  each  sold  with  a 
cassette  tape  that  tells  the  character's 
tale.  The  $9.95  action  toys  are  cur- 
rently sold  through  a  network  of  70 
distributors  who  sell  to  Christian 
bookstores  and  fundraising  programs. 
Wee  Win  hopes  to  have  700  distribu- 
tors by  the  end  of  1986. 

Wee  Win  was  formed  in  late  1983 
with  $1  million  pitched  in  by  a  limit- 
ed partnership  and  its  four  co- 
founders:  Flanagan,  a  retired  building 
constructor,-  Mike  Riggins,  a  Chris- 
tian counselor;  Ken  Richter,  who  had 
formerly  been  in  marketing;  and 
Tommy  Robbins,  who  had  been  in 
marketing  for  IBM.  Its  first  products 
rolled  onto  the  market  in  September, 
and  the  firm  hopes  to  produce  four 
different  lines  by  the  spring  of  1985. 

Beyond  its  biblical  action  figures, 
Wee  Win  has  a  Prince  of  Peace  Pets 
line,  which  consists  of  stuffed  ani- 
mals that  sell  for  $12.99  and  answer 
to  such  names  as  Sanctified  Skunk, 


.  (Proverbs  22:6) 

Covenant  Cat,  Hallelu  Cockatoo  and 
Born  Again  Bunny.  Each  is  a  peaceful, 
smiling  animal  that  has  the  number 
of  a  biblical  verse  printed  on  it.  "The 
point  is  to  get  Momma  or  Dad  or 
brother  or  sister  to  read  that  Scripture 
to  the  child  so  that  they'll  understand 
the  significance  of  certain  key  words 
and  link  it  to  the  animal,"  says  Flana- 
gan. "For  example,  the  Covenant 
Cat's  verse  pertains  to  God's  cov- 
enant with  His  people." 

The  next  line  of  toys  to  come  will 
be  the  Canaan  Land  Kid  dolls,  other- 
wise known  as  relationship  dolls, 
which  will  help  show  children  how  to 
interact.  Ruth  and  the  story  of  her 
loving/caring  relationship  with  Na- 
omi is  to  be  first. 


. 
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Wee  Win  Toys'  Samson  movable  doll 
Is  there  a  market  for  goodness? 

With  its  relatively  small  store  of 
capital,  Wee  Win  is  limiting  its  initial 
advertising  for  the  toys  to  potential 
distributors.  But  Flanagan  hopes  that 
"someday  we'll  be  able  to  afford  to 
reach  people  through  Christian  televi- 
sion. We've  been  invited  to  be  on  the 
PTL  [Praise  the  Lord]  Network  and 
the  700  Club,  but  at  this  point  we're 
so  green  and  growing  that  it  would  be 
hard  for  us  to  handle  all  of  the  calls 
these  shows  would  produce." 

And  the  judgment  of  Mammon? 
Will  Wee  Win  succeed  in  the  market- 
place? It's  hard  to  say.  Religious  toys 
are  "such  a  small  segment  of  the  mar- 
ket, that  we're  hard-pressed  to  say 
how  they'll  sell,"  says  Douglas 
Thompson,  president  of  the  Toy 
Manufacturers  of  America,  Inc.  "It's 
just  not  a  force."  Some  might  add, 
alas. — Kelly  Walker 
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How  the  world's  second  largest  country  is  solving  air  traft  i 


Canada.  It's  one  big  country.  And  as  befits  its 
size,  it  has  the  world's  second  largest  civil 
aircraft  fleet. 

Long  ago,  Canada  realized  that  passenger 
safety  required  a  nationwide,  radar-based  air  traffic 
control  system.  So  in  1955,  it  became  the  first 
country  to  establish  one.  Raytheon  Canada 
Limited,  our  subsidiary,  supplied  the  radar 
network  to  monitor  air  traffic  from  coast  to  coast. 
And  we  have  been  helping  to  extend,  upgrade, 
and  maintain  the  system  ever  since. 


Now  Canada's  Department  of  Transport 
has  launched  a  countrywide  radar  moderniza 
tion  program  that  will  enable  Canada  to  meet 
the  needs  of  air  traffic  control  well  into  the  ne: 
century. 

Raytheon  Canada  has  been  selected  as 
prime  contractor  for  the  6 1  radars  which  will 
provide  the  enroute  and  terminal  coverage 
across  the  country.  Raytheon  Canada  will  pro 
duce  the  22  primary  terminal  radars  and  Cos; 
Electronics,  Raytheon's  British  subsidiary,  wil 
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Jems  it  sees  ahead. 


pbvide  39  secondary  radars.  It's  one  of  the  larg- 
es  air  traffic  control  radar  projects  in  the  world. 

In  the  U.S.,  Raytheon  has  made  a  major 
c  itribution  to  air  traffic  control  since  the  begin- 
&}ig.  We  have  supplied  most  of  the  enroute 
nlars  and  all  of  the  enroute  controller  displays 
p:sently  in  use.  And  now  Raytheon  has  been 
sorted  as  one  of  the  two  finalists  competing  to 
pwide  sophisticated  display  equipment 
I  uired  for  the  FAA's  $  10  billion  moderni- 
ziion  program. 


Raytheon ...  a  $5.9  billion  company  in 
electronics,  aviation,  appliances,  energy, 
construction,  and  publishing.  If  you  would  like 
copies  of  our  latest  financial  reports,  please 
write:  Raytheon  Company,  Public  Relations, 
141  Spring  Street,  Lexington,  MA  02173. 


Technology 


Edited  by  Stephen  Kindel 


Skis  have  come  a  long  way  since  Norsemen 
strapped  wooden  slats  to  their  feet.  With  a 
better  understanding  of  the  forces  that  act 
on  them,  skis  may  soon  get  even  better. 


The  leading  edge 


By  Karen  A.  Frenkel 


In  the  last  Winter  Olympics,  at 
Sarajevo,  a  scant  0.27  seconds  sep- 
arated men's  downhill  gold  medal 
winner  Bill  Johnson  from  silver  med- 
alist Peter  Mueller  of  West  Germany. 
Michela  Figini  of  Switzerland  won 
the  women's  downhill  by  an  even  nar- 
rower margin,  0.05  seconds  over  Ma- 
ria Walliser,  also  of  Switzerland.  On 
such  tiny  differences  turn  the  for- 
tunes of  championship  skiers,  as  well 
as  the  companies  whose  skis  they  rep- 
resent. As  a  result,  ski  manufacturers 
are  relying  increasingly  on  physics  for 
a  better  understanding  of  what  hap- 
pens when  a  ski  hits  the  snow.  And 
that,  in  turn,  has  produced  new  de- 
signs for  skis  that  are  as  far  from  de- 
signs introduced  only  a  decade  or  so 
ago  as  they  are  from  the  wooden  slats 
that  Norsemen  skied  on  hundreds  of 
years  ago. 

A  modern  ski  is  composed  of  as 
many  as  35  different  parts.  All  those 
parts  are  manipulated  in  various  ways 
to  account  for  all  the  different  charac- 
teristics of  ski  motion  and  at  the  same 
time  all  the  differences  in  skiers' 
abilities — downhill  racers  obviously 
have  differing  requirements  from  rec- 
reational skiers.  Designing  a  ski  be- 
comes a  balancing  act  of  picking  the 
right  materials  to  produce  the  correct 
response  to  differing  conditions. 
When  ski  engineers  talk  about  that 
balancing  act,  they  use  words  such  as 
quietness,  chatter,  forgiveness,  edge 
control,  snap,  power,  natural  frequen- 


cy and  half-life. 

What  do  the  engineers  mean?  Natu- 
ral frequency  and  half-life  are  mea- 
sures of  the  amount  of  vibrating  and 
rebound  energy  that  affect  the  hold  of 
a  ski's  edge  on  the  snow.  The  vibra- 
tion that  runs  through  a  ski  as  it 
moves  down  a  slope  can  be  controlled 
within  certain  frequency  ranges  to  en- 
hance edge  hold.  Then  there's  the 
need  for  forgiveness.  A  forgiving  ski 
tolerates  momentary  changes  in  such 
things  as  weight  placement,  because 
of  a  mogul — a  small  bump  on  a  ski 
slope — or  a  skier's  own  technique,  al- 
lowing better  control.  The  greater  the 
ratio  between  the  widest  part  of  the 
shovel — the  curved  front  tip  of  the 
ski — and  the  widest  part  of  the  tail, 
the  easier  it  is  to  initiate  a  turn. 

Flexibility  is  another  aspect  impor- 
tant to  turning,  which  is  determined 
by  which  bonded  materials  make  up 
the  ski,  the  incremental  thickness 
along  the  ski  and  the  ski's  side  cut — 
the  curvature  from  shovel  to  tail  as 
seen  from  above.  To  make  the  ski 
engineer's  job  even  harder,  variations 
in  the  type  of  snow  have  to  be  taken 
into  account.  A  different  ski  is  needed 
for  the  powder  in  the  West  than  for 
the  wetter  snow  of  the  East. 

Such  complexity  normally  means  a 
slow  evolution  in  design.  In  fact,  dur- 
ing the  1930s  and  1940s  the  only 
changes  that  were  made  to  skis  were 
the  introduction  of  camber — the  arch 
from  the  ski's  tail  to  its  shovel — to 
distribute  the  skier's  weight  along  the 
length  of  the  ski,  and  the  addition  of 


The  slope  of  the  slope 

The  combination  of  skier  and  ski, 
like  any  other  system,  obeys  the  lav  ( 
of  physics  and  can  be  analyzed  as  a    j 
system  of  masses  subject  to  nonuni  ] 
form  acceleration.  The  forces  neces^ 
sary  to  move  and  turn  that  system  a 
influenced  by  different  magnitudes    \ 
of  friction  (Ff),  force  on  the  running 
surface  of  the  ski  (Fr)  and  by  the 
skier's  shifts  of  center  of  gravity.  Tl  I 
inclination  of  the  ski  slope  and  the 
weight  of  the  skier  plus  equipment  (' 
determine  the  magnitude  of  the  ac-  I 
celerating  force  (Fb).  A  turn  is  execut 
by  varying  and  controlling  the  mo- 
tions around  the  effective  axis  (b). 


FA-lifting  force 

S  -center  of  mass  of  the  system 
of  skier  and  equipment 

FB-accelerating  force 

FL-aerodynamic  drag  force 

Fp-plow  resistance 

FF-frictional  force 

Fc-snow  compression  resistance 

FR-reaction  forces  on  ski 
running  surface 

FN-normal  force 
b  -effective  axis 

W-weight  of  the  system  of 
skier  and  equipment 

a  -angle  of  the  slope 


bands  of  steel,  which  were  screwed  to 
the  edges  for  more  guidance  control. 

In  1950  Howard  Head,  a  Baltimore 
engineer,  revolutionized  ski  technolo- 
gy by  applying  what  were  then  the 
latest  adhesive  techniques  of  the  air- 
craft industry.  Head's  standard  ski 
was  a  sandwich  construction  with  a 
wood  laminated  core  bonded  by  phe- 
nolic resin1  to  aluminum  top  and  bot- 
tom skins  and  steel  edges.  It  was  the 
first  metal  ski  to  be  mass-produced. 
Compared  with  wooden  skis,  metal 
skis  were  flexible  and  turned  easily, 
despite  their  length. 

Head's  sandwich  structure  is  the 
basis  of  today's  laminated  skis,  which 
are  the  mainstay  of  the  industry.  But 
most  manufacturers  began  to  incorpo- 
rate fiberglass  skis  into  their  lines  in 
the  early  1970s,  because  they  allow 
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for  greater  design  variety.  This  helped 
bring  about  a  second  major  design  in- 
novation, in  the  late  1960s,  called 
fwet-wrap,  or  torsion-box,  construc- 
'tion.  Like  lamination,  it  too  was  bor- 
rowed from  the  aircraft  industry.  In 
wet-wrapping,  a  core,  made  of  either 
wood  or  polyurethane  foam  and  a  lay- 
!;r  of  unidirectional  fiberglass,  is  laid 
on  a  light  veil  of  fiberglass.  Epoxy  is 
spread  over  it,  and  the  core  is  wrapped 
Ln  a  "sock"  and  cured. 

Are  laminated  skis  better  than  wet- 
wraps,  or  vice  versa?  That  depends  on 
what  kind  of  skier  you  are  and  what 
kind  of  skiing  you  intend  to  do.  Lami- 
jiates  tend  to  be  quieter,  and  wet- 
i/vraps  may  have  more  rebound  and 
)ounce.  "For  easy  cruising,"  says 
/Valter  Knott,  a  ski  design  engineer  at 
C2  Corp.,  a  Vashon,  Wash,  company, 


"you  want  a  ski  that  doesn't  have 
rebound,  so  you  add  rubber  layers  over 
the  bottom  steel  edge  and  dampen  out 
the  ski.  Or  you  can  put  polyurethane 
in  the  ski  to  dissipate  the  energy." 
Olin  Ski  Co.  uses  vertical  aluminum 
ribs  on  the  side  of  its  ski  for  the  oppo- 
site reason  that  K2  dampens  its  mod- 
els; that  is,  to  get  more  snap,  which  is 
good  for  making  quicker  turns  and  for 
faster  skiing. 

Some  companies  are  beginning  to 
experiment  with  computer-aided  de- 
sign (CAD),  which  allows  for  more 
prototyping  to  be  done  on  the  drawing 
board.  As  that  technology  is  then  har- 
nessed to  manufacturing,  it  is  likely 
that  skis  will  get  even  better.  "We  can 
literally  model  a  ski  layer  by  layer  in 
the  computer  and  run  ideas  through 
it,"  says  K2's  Knott.  "We  may  find 
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Illustration  bv  Laszlo  Kubinvi 

that  a  certain  combination  of  materi- 
als is  going  to  cause  a  ski  to  be  weak, 
leading  to  breaking  or  permanent 
bending,  so  we  throw  it  out." 

Gary  Kiedaisch,  vice  president  for 
marketing  for  AMF  Head  Ski  Co., 
agrees:  The  sidecuts  for  all  Head  mod- 
els built  in  the  last  two  years  have 
been  determined  on  a  CAD  system. 
While  Ed  Pilpel,  senior  product  devel- 
opment engineer  for  Olin,  has  reser- 
vations about  CAD — he  thinks  ski  de- 
sign is  too  complex  right  now  for  cur- 
rent CAD  systems  because  of  a  ski's 
complex  geometry  and  variety  of  ma- 
terials. He  still  sees  using  CAD  for  ski 
design  as  inevitable.  After  all,  with 
winning  margins  so  tight  already,  no 
ski  manufacturer  can  afford  to  give  up 
even  a  small  edge. 
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If  machines  could  hear, 
pigs  could  fly 

Tlo  the  best  of  our  knowledge,  the 
notion  of  machines  that  can  con- 
verse with  humans  originated  not 
with  the  car  Kitt  on  NBC's  Knight  Rider, 
nor  with  HAL  in  Arthur  C.  Clarke's 
1968  screenplay  2001,  but  with  Sulla,  a 
robot  secretary  in  Czech  playwright 
Karel  Capek's  1921  work  R.U.R.  (for 
Rossum's  Universal  Robots),  who 
takes  dictation  and  types  it  up. 

But  life  still  lags  art.  While  simple 
forms  of  computer  voice  recognition 
are  commercially  practicable  today,  it 
will  be  years,  decades  probably,  before 
a  real-life  Sulla  will  be  able  to  compre- 
hend more  than  a  tiny  fraction  of  the 
rich  variety  that  is  human  language. 
Says  Stephen  Levinson,  a  scientist  at 
AT&T  Bell  Labs'  acoustic  research 
department,  "Talking  to  a  computer 
the  way  you  talk  to  a  person  is  a  long 
way  off." 

Why,  with  all  the  memory  available 
in  the  modern  computer,  is  the  prob- 
lem of  teaching  a  machine  to  under- 
stand human  speech  so  difficult?  The 
answer  lies  in  the  fact  that,  while 
people  pick  up  language  by  being 
around  other  people  who  use  it,  a 
computer  must  be  trained  in  a  highly 
structured  way  constrained  by  the 
computer's  binary  nature. 

The  subtlety  of  language  is  not  easi- 
ly rendered  in  the  binary  code  of  on- 
and-off  signals.  As  a  result,  the  raw 
processing  power  and  memory  capac- 


HAL  and  Dave  converse  in  2010 
Life  still  lags  art. 

ity  required  to  develop  a  computer 
capable  of  accurately  recognizing  any- 
thing close  to  the  average  person's 
vocabulary  is  immense.  How  big?  The 
Oxford  English  Dictionary'  contains 
about  414,000  words,  and  the  vocabu- 
lary of  the  average  adult  may  consist 
of  100,000  words.  Of  that,  the  average 
adult  will  regularly  use  between 
10,000  and  15,000  words.  But  for  its 
current  voice  recognition  work  IBM 
uses  a  computer  system  (a  4341  main- 
frame and  three  array  processors)  that 
processes  24  million  instructions  per 
second.  That  much  processing  power 
is  required  for  a  5,000-word  vocabu- 
lary. For  that,  you  would  have  to  pay 
$1  million  if  the  system  were  market- 
ed tomorrow. 

The  fundamental  hang-up  for  a  com- 
puter is  that  humans  speak  with  such 
variation  and  imprecision.  While  a 
computer  can  translate  an  individual's 
speech  into  a  digitized  acoustic  pat- 
tern called  a  template,  and  then  match 
things  said  to  it,  it  can  currently  do 
that  only  for  one  voice  at  a  time.  If  a 
Southerner  says,  "Ahm  tar'd, "  the  ma- 
chine can  be  taught  to  recognize  that 
as  "I'm  tired."  But  if  a  New  Englander 


with  a  different  accent  were  to  say  the 
same  thing,  the  machine  must  be 
taught  all  over  again.  Even  when  a 
machine  has  been  patterned  by  a  single 
individual,  the  patterns  stored  in  a 
computer's  memory  are  so  precise  that 
a  speaker  who  has  a  cold,  or  slurs  or 
runs  his  words  together  for  any  reason, 
will  confuse  the  computer.  Where  a 
human  might  confuse  another  per- 
son's speech  3%  of  the  time — we're 
talking  words  here,  not  underlying 
meaning — the  IBM  voice  recognition 
system  has  a  5%  error  rate  even  with 
voices  for  which  it  has  already  been 
trained.  And  this  assumes  that  the 
person  speaks  with  a  pause  between 
each  word  and  in  a  grammatically 
structured  way. 

While  we're  all  waiting  for  a  ma- 
chine that  can  do  a  lot  better,  there 
are  some  things  machine  voice  recog- 
nition can  be  used  for  now.  For  exam- 
ple, the  North  American  Transplant 
Coordinators  Organization  uses  a 
computer  to  answer  its  phones  and 
take  blood  type,  body  weight  and  oth- 
er pertinent  information  on  a  poten- 
tial donor.  It  then  matches  that  infor- 
mation to  recipient  information  in  its 
files,  so  that  a  transplant  coordinator 
can  go  back  to  a  donor's  next  of  kin 
and  make  a  specific  request.  Until 
Natco  began  using  a  voice  recognition 
system  last  January,  the  caller  would 
have  to  listen  to  up  to  half  an  hour  of 
tape  before  locating  a  recipient.  Be- 
cause of  the  extreme  accuracy  needed 
in  the  Natco  system,  the  machine 
uses  an  answer-back  verification  pro- 
cedure. When  someone  on  the  phone 
says  "type  O  blood,"  the  computer 
repeats  "type  O  blood,  correct?"  If  it  is 
not  correct,  the  caller  restates  the  cor- 
rect blood  type. 


Now  hear  this: 

Machines  understand  words  by  pattern 
recognition.  A  speech  waveform  is  divided 
into  frequency  bands  (1)  for  analysis. 
Segments  (2)  are  then  compared  to  stored 
reference  templates  (3)  in  order  to  decide 
which  word  in  the  computer's  vocabularly 
the  waveform  matches. 
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Then  there  is  General  Electric's 
Aerospace  Control  Systems  Depart- 
ment in  Binghamton,  N.Y.,  where  in- 
spectors of  printed  circuit  boards  use  a 
200-word-vocabulary  computer  sys- 
tem to  record  solder  defects  or  compo- 
nent defects.  This  spoken  informa- 
tion is  turned  into  printed  repair  tick- 
ets on  the  spot.  GE  has  found  that 
using  voice  recognition  not  only  cuts 
processing  time — (inspectors  do  not 
have  to  stop  and  write  in  quality  in- 
formation), but  also  produces  more 
accurate  information.  Of  all  the  com- 
puter's problems,  bad  penmanship  is 
not  one  of  them. 

Meanwhile,  research  presses  for- 
ward. Next  year  Speech  Systems,  a 
small  company  in  Tarzana,  Calif., 
hopes  to  demonstrate  a  continuous 
speech  recognition  system  capable  of 
taking  dictation  from  someone  speak- 
ing at  a  natural  speed  and  then  pro- 
ducing a  rough  draft.  When  confront- 
;  ed  with  a  word  not  in  its  vocabulary, 
the  computer  will  try  to  render  a  pho- 
netic approximation.  Still,  final  copy 
will  have  to  be  edited  on  the  keyboard 
of  a  word  processor.  And  at  that,  the 
system  will  cost  in  excess  of  $30,000. 

Another  pioneer  is  Raymond  Kurz- 
weil,  founder  of  Waltham,  Mass.' 
Kurzweil  Applied  Intelligence.  Kurz- 
weil recently  received  a  $4  million 
equity  investment  from  Xerox  and 
Wang  Laboratories  to  aid  his  develop- 
ment of  speech  recognition.  He  hopes 
to  introduce  by  1986  the  Kurzweil 
Voice  Writer,  which  will  let  people 
word-process  using  human  speech 
rather  than  typing  on  a  keyboard. 
Kurzweil  claims  his  system,  which  he 
jays  can  be  sold  for  $10,000  to 
$20,000,  will  be  capable  of  recogniz- 
ing a  10,000-to-15,000  word  vocabu- 
lary with  97%  accuracy  (although  ini- 
:ial  training  will  involve  around  1,000 
words).  But  the  Voice  Writer,  too,  will 
require  brief  pauses  between  words 
jind  it  will  understand  only  the  user 
who  trained  it. 

The  original  pioneers  in  voice  rec- 
ognition are  still  at  it.  Beil  Labs  has 
Continued  its  basic  research  in  voice 
Recognition  starting  at  the  most  fun- 
damental level,  so  telephone  callers 
tan  retrieve  information  directly  from 
tomputers  over  phone  lines. 
I  "I  don't  want  to  talk  to  my  micro- 
wave oven  or  my  TV,"  says  Bell  Labs' 
.evinson,  "but  if  you  could  talk  to  a 
Ipachine  as  easily  as  you  talk  to  a 
»uman,  you  could  access  a  database 
•ver  the  phone,  your  insurance  com- 
'any,  credit  card  company,  bank,  all 
•  hat  information   you  need   to  get. 
.ight  now  that  is  completely  beyond 
be  technology." — Kathleen  K.  Wiegner 
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Prospective  payment  for  Medicare  has 
worked  fairly  well  in  its  first  year.  But  its 
problems  may  be  just  beginning. 

Full  employment 
for  lobbyists 


By  Robert  Teitelman 


T|  he  problem  with  many  gov- 
ernment programs  is  that,  in- 
evitably, they  run  into  the  law  of 
unintended  consequences.  Thus, 
Medicare  and  Medicaid  begat  sky- 
rocketing health  care  costs.  These,  in 
turn,  begat  prospective  payment  re- 
imbursement, a  scheme  to  cap  Medi- 
care and  Medicaid  costs  by  setting 
fees  for  specific  diagnoses  (Forbes, 
Jan.  16).  At  the  heart  of  prospective 
payment  are  diagnosis  related  groups, 
or  DRGs — 468  of  them,  one  for  each 


ailment  the  government  reimburses. 
Now,  after  about  a  year  of  use  on  the 
national  level,  DRGs  are  producing 
offspring  of  their  own,  desirable  and 
otherwise. 

To  be  sure,  costs  are  being  con- 
trolled. Although  total  expenditures 
for  hospital  care  increased  by  an  esti- 
mated 4.7%  in  the  U.S.  this  year,  from 
$147  billion  in  1983  to  $153.9  billion, 
that's  a  much  smaller  increase  than  in 
previous  years.  Even  more  dramatic, 
Medicare  outlays  were  $1.5  billion 
less  than  the  Treasury  Department 
had  predicted  in  August.  One  indica- 
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"My  office  system  is  geared  to 
word  processing  and  personal 
computers.  Mention  data 
processing  and  the 
screen  goes  blank!" 


Mr.  Byron  Kawaichi 

President 

*■"  vink 

Street 
San  Francisco,  CA  04  l  1 1 

Dear  Mr.  Kawa tchi : 

In  response  to  your  inquiry  concerning  our  ab 
repay  a  $600,000.00  loan  in  a  two-year  1 
that  our  debt/asset  ratio  spe.ik.^  tor  it---,pir. 
are  not  aware  of  is  our  outstanding  sales  growt 
should  make  us  an  even  better  prospect,  as  a  borro 

In  the  last  three  years,  sales  of  Russell  Manuf 
have  grown  at  a  27*  c.a.g.r. ,  and  we  are  proji 
.1984  growth  rate  of  31?.,  for  a  sales  volu 
million. 

Surely  thi«  type  of  growth  would  Indicate 
average  risk  for  the  Kawaichi  Nations]  Be 
cated,  our  V.P.  of  Marketing,  Mr.  Shy 
to  indicate  for  you  which  portion  o._ 
dustrial,  and  which  are  in  consumer  P*°jl&£* 

t.  am  looking  forward  to  your  de 
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Martin  Russell 
President 
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he  single  solution  for  bot 


Why  buy  two  computers  when  you  can  get  the 
office  automation  and  distributed  data  processing 
you  need  from  one  HP  3000  system? 

In  fact,  one  system  is  better  than  two.  Because 
there  are  plenty  of  office  jobs  that  require  up-to- 
the-minute  information 
from  a  common  data  base. 
While,  on  the  other  side 
of  the  picture,  your  data 
processing  people  often 
need  the  full  range  of  office 
automation  functions. 


The  one  system 
that  does  it  all. 

The  HP  3000  computer 
holds  the  key  to  both  sides 
of  your  business. 

In  the  office,  it's  the  heart 
of  the  HP  Personal  Productivity  Center.  Here, 
the  HP  3000  links  a  variety  of  terminals, 
printers  and  personal  computers  together.  These 
include  our  Touchscreen  Personal  Computers  and 
The  Portable,  as  welJ  as  IBM  PCs. 


1 

:■ 


Working  in  this  type  of  office  network,  your 
people  can  increase  their  productivity  by  expand- 1 
ing  the  capabilities  of  their  individual  personal 
computers.  They  have  immediate  access  to  all 
Personal  Productivity  Center  resources,  from  dat 

base  management  and  i 
filing  to  electronic  mail. 
business  graphics,  wor< 
processing  and  PC  file 
exchange. 

The  HP  3000  family 
is  totally  compatible 

4tae^B»    '  V~Y^     right  up  the  line.  The 
'   ,  !v  \    smallest  system  will 
handle  as  few  as  two 
users  economically. 
The  largest  can  connec 
up  to  400. 
A  program  written  for  one  HP  3000  will  run 
on  any  HP  3000  you  might  add  later.  Without  a 
conversion  at  all.  That  makes  it  easy  to  expand 
your  Personal  Productivity  Centers  as  you  grow, 
without  changing  systems  or  software. 
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"My  DP  system  does  fine  with 

figures.  But  when  my  staff  needs 

documents  and  electronic  mail, 

you're  still  talking  typewriters 

and  the  postage  meter!" 
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ides  of  your  company. 


In  their  DP  role,  our  HP  3000  systems  provide 
to-the-minute  information  from  HP's  award- 
nning  data  base  management  system.  At  the 
ne  time,  they  can  handle  accounting  jobs, 
entory  control  and  hundreds  of  other  applica- 
ns  available  in  off-the-shelf  software  packages, 
rhe  HP  3000  is  also  designed  to  shrink 

time  it  takes  to  develop  your  own  programs, 
my  companies  find  they're  up  and  running  with 
n  software  as  much  as  five  times  faster  than 
er  systems. 

The  power  of  communication. 
th  HP  AdvanceNet,  you  have  a  wide  range  of 
)ices  for  local  and  remote  communications.  Both 
iP  and  IBM  computers. 
4P  AdvanceNet  is  based  on  industry-standard 
Works,  which  already  join  more  than  10,000 

systems  worldwide.  The  strength  of  our 
sring  is  one  reason  that  HP  communications 
re  rated  #1  in  a  nationwide  user  survey 
iducted  by  Data  Decisions. 
V  Datapro  survey  also  ranked  us  #1  in  service. 
you  can  be  sure  that  both  sides  of  your  office 


will  be  in  good  hands— especially  since  they'll  be 
using  the  same  system. 

If  you  want  to  unify  your  company,  contact  your 
local  HP  sales  office  listed  in  the  white  pages.  Ask 
for  an  HP  3000  demonstration.  Or  write  for  more 
information  to  Susan  Curtis,  Hewlett-Packard, 
Dept.  031209, 19055  Pruneridge  Ave.,  Bldg.  46T, 
Cupertino,  CA  95014.  In  Europe,  write  Michael 
Zandwijken,  Hewlett-Packard,  Dept.  031209,  P.O. 
Box  529, 1180  AM  Amstelveen,  The  Netherlands. 


Productivity.  Not  Promises. 

l„      HEWLETT 
"      PACKARD 
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tion  of  increased  hospital  efficiencies 
is  that  length  of  stay  for  Medicare 
patients  has  fallen  some  8.2%,  from 
9.8  days  to  9. 

And  fears  that  costs  would  be  shift- 
ed— that  hospitals  would  charge  pri- 
vate payers  more  to  make  up  for  re- 
duced Medicare  reimbursements — 
appear  unfounded  so  far.  But,  specu- 
lates Rob  Chernow  of  New  Haven, 
Conn. -based  Corporate  Health  Strate- 
gies, Inc.,  who  is  one  of  the  inventors 
of  the  DRG  system,  that's  largely  be- 
cause "doctors  really  weren't  used  to 
making  distinctions  between  private 
payers  and  Medicare  patients.  As  the 
pressure  to  cut  costs  increases,  that 
may  change." 

Certainly  the  pressure  will  in- 
crease. The  easy  reductions  have  been 
made,  says  Jeff  Goldsmith,  national 
technical  adviser  for  Ernst  &  Whin- 
ney.  "From  now  on,  you're  not  going 
to  see  the  big  improvements  you  got 
this  year  in  things  like  length  of  stay," 
Goldsmith  says.  "As  the  rates  ratchet 
down,  some  people  will  really  begin 
to  sweat." 

And  that's  where  the  undesired 
offspring  may  come  in.  A  few  hospitals 
already  are  looking  for  gaps  in  the 
DRG  regulations  to  keep  their  receipts 
up,  even  as  the  government  is  trying  to 
force  them  down.  One  strategy:  re- 
peated readmissions  of  Medicare  pa- 
tients to  collect  multiple  DRG  fees. 
That  is,  the  hospitals,  in  the  medical 
equivalent  of  a  rule-book  slowdown, 
treat  one  ailment  at  a  time.  Dr.  Earl 
Steinberg  and  Gerald  Anderson  of 
Johns  Hopkins  University  write,  in  a 
recent  issue  of  the  New  England 'Journal 
of  Medicine,  that  such  readmissions 
could  add  $8  billion  to  1984's  estimat- 
ed $65  billion  Medicare  bill.     . 

Other  ploys  are  more  subtle.  Take, 
for  example,  a  hospital  that  has  been 
doing  an  enormous  number  of  simple 
surgical  procedures  and  releasing  pa- 
tients quickly,  while  raking  in  the 
fees.  On  the  surface  that  hospital 
would  look  like  a  model  of  efficiency. 
"But  we  know  now,"  says  Chernow, 
"that  as  many  as  60%  of  elective  sur- 
geries done  in  the  hospital  can  be 
done  cheaper  on  an  outpatient  basis. 
By  eliminating  those  kinds  of  proce- 
dures, we  find  that  some  hospitals 
aren't  so  efficient  after  all." 

How  to  eliminate  such  abuses?  The 
federal  Health  Care  Finance  Adminis- 
tration's answer  is  to  spawn  yet  an- 
other layer  of  bureaucracy:  profes- 
sional review  organizations,  or  PROs, 
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made  up  of  local  doctors  and  adminis- 
trators. But  operating  in  their  earlier 
form,  as  PSROs — professional  stan- 
dards review  organizations,  which  re- 
viewed regional  health  care  for  feder- 
al beneficiaries — such  organizations 
were  notoriously  inconsistent  in  their 
performance,  not  least  because  they 
were  manned  by  local  professionals. 
Foxes,  in  short,  guarding  the  health 
care  henhouse. 

As  another  unintended  conse- 
quence, DRGs  may  retard  develop- 
ment of  U.S.  medical  technology. 
Says  Goldsmith,  "The  potential  ex- 
ists under  DRGs  to  freeze  technology 
at  a  1981  level."  That's  because  a  bu- 
reaucratic wrinkle  called  the  prospec- 
tive payment  assessment  commis- 
sion, or  PROPAC,  recommends  recal- 
ibrations  of  each  of  the  DRGs  only 
periodically — not  less  than  once  every 


four  years.  "Under  the  DRG  system," 
says  Wayne  Roe,  voicing  the  fears  of 
the  Health  Industry  Manufacturers 
Association,  "not  only  will  compa- 
nies have  to  get  their  devices  ap- 
proved by  the  FDA,  but  then  they 
might  have  to  wait  for  years  in  order 
to  get  reimbursement  approved  from 
Medicare." 

Says  Roe,  in  a  chilling  insight: 
"What  you've  got  with  DRGs  are  468 
different  medical  interest  groups."  In 
other  words,  a  system  almost  perfect- 
ly designed  for  lobbyists.  "If  a  rela- 
tively expensive,  but  effective,  tech- 
nology appears  and  doctors  are  not 
able  to  use  it,  and  people  can't  get 
access  to  it,"  says  Roe,  "you  are  going 
to  hear  a  lot  of  screaming,  and  you 
will  start  to  hear  people  talk  about 
taking  the  system  apart."  Thus  ever 
with  regulation. 


Technology 


Software 


A  year  ago,  everyone  wanted  software  to  \ 
do  windows.  The  way  it  turns  out,  maybe 
they  wanted  too  much. 


Window  pains 


By  Ellen  Benoit 


Jane  won't  do  windows  any- 
more. In  its  original  form  Jane,  a 
software  program  from  Arktron- 
ics  Corp.  (Forbes,  Dec.  5,  1983),  had 
the  ability  to  "window";  that  is,  dis- 
play parts  of  several  programs  at  once 
in  frames  on  a  computer  screen.  But 
in  Jane's  latest  version,  the  windows 
are  being  removed.  Says  Arktronics 
Cochairman  A.  Robert  Kotick,  "If 
someone  said  he  would  make  my 
computer  screen  look  like  my  desk, 
I'd  take  the  desk.  It's  cheaper,  and  I 
already  know  how  to  use  it." 


That's  what  passes  for  the  learning 
curve  in  the  computer  industry  these 
days.  Windowing,  a  term  born  of  the 
industry's  penchant  to  verbify,  was  all 
the  rage  in  software  a  year  ago.  But  the 
promise  of  windows  is  largely  unful- 
filled. Weak  sales  of  Visi  On  from 
VisiCorp  (now  Paladin)  and  DESQ 
from  Quarterdeck  Office  Systems 
have  been  costly  for  both  companies. 

Microsoft  Corp.,  perhaps  the  major 
proponent  of  the  windowing  tech- 
nique, recently  announced  that  its 
software  "environment,"  Microsoft 
Windows,  won't  be  ready  until  June 
1985.  That's  7  months  behind  sched- 
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ule  and  more  than  18  months  after  its 
original  announcement,   which  was 
accompanied  by  fervent  pledges  of 
support  from  over  70  hardware  manu- 
facturers   and    software    developers. 
While  none  has  yet  officially  backed 
out  of  its  commitment  to  support  Mi- 
crosoft  Windows,    most    companies 
have  adopted  a  wait-and-see  attitude. 
What   went   wrong?    Windows,    it 
turns  out,  are  a  more  complex  idea 
than  first  thought.  The  premise  was 
that  users  ought  to  be  able  to  ex- 
change data  among  different  software 
programs,   without  having  to  leave 
one  in  order  to  see  another.  So,  for 
example,  you  could  insert  words  done 
I  on  your  word  processing  program  into 
i  a  chart  or  spreadsheet,  or  place  ac- 
i  counts  done  on  your  spreadsheet  into 
I  your  business  letter. 

Software  makers  came  up  with  two 
differing  approaches  to  the  task:  inte- 
grated packages  such  as  Jane,  and  soft- 
1  ware  environments  like  DESQ  from 
Quarterdeck.  An  integrated  package 
includes  functions  such  as  word  pro- 
cessing,   spreadsheets   and   database 
I  management  all  in  one.  An  environ- 
[ment  permits  the  exchange  of  infor- 
Imation    between    independent    pro- 
i  grams:     for     example,     VisiCalc,     a 
\  spreadsheet  from  VisiCorp,  and  Word- 
I  star,  a  word  processing  package  from 
I  MicroPro  International. 

Making  either  approach  work  is  in- 
itrinsically  difficult.  According  to  Da- 
|vid   Liddle,    president    of    Metaphor 
IComputer  Systems  and  a  veteran  of 
[the  Xerox  group  that  developed  win- 
dowing more  than  ten  years  ago,  the 
iproblem  is  something  he  calls  "post 
hoc  integration." 
Says  Liddle,  "The  user  wants  to  in- 
stantaneously go  through  this  Jekyll- 
and-Hyde  transformation  from  an  ex- 
[ipert  1-2-3  user  to  an  expert  Wordstar 
■user,  when  the  1-2-3  and  Wordstar 
ijpeople  have  never  even  spoken."  In 
(Dther  words,  packages  that  attempt  to 
ntegrate  different  programs  run  into 
rouble  because  the  various  user  in- 
erfaces  of  those  programs  are  not  de- 
igned to  operate  with  one  another  in 
he  first  place. 

Environments  run  into  similar 
problems,  because  every  software  pro- 
gam  is  written  with  the  assumption 
that  it  will  have  unfettered  control  of 
:omputer  and  display.  When  you  then 
)ut  programs  together,  says  Liddle,  "if 
'ou  try  to  create  the  illusion  of  having 
(ill  those  resources,  while  really  fit- 
ling  the  program  into  a  smaller  subset 
!>f  the  memory  and  display,  usually 
'ou  get  something  not  optimal,  like 
ext  lines  that  are  16  characters  long." 
That's  also  precisely  the  reason  that 
'.ood  integrated  packages,  such  as  Lo- 


tus 1-2-3,  are  successful.  "All  the  real- 
ly successful  windowing  systems  I 
have  seen,"  says  Liddle,  "are  ones  in 
which  the  software  was  designed  a 
priori  in  the  knowledge  that  it  would 
be  used  in  a  certain  kind  of  environ- 
ment and  that  it  would  have  to  com- 
municate with  other  programs  and 
other  windows." 

But  even  if  you  could  solve  the  inte- 
gration problem,  experts  say,  there  are 
still  other  problems  with  windowing 
as  a  concept.  If  a  computer  user  can't 
get  past  the  display  on  his  screen,  he 
isn't  likely  to  integrate  the  underlying 
information  very  well.  For  example, 
windows  can  be  displayed  in  a  "tiled" 
format,  with  each  next  to  another, 
like  spreading  papers  out  on  a  desk. 
Or  windows  may  be  overlapped,  like 
piling  one  paper  on  top  of  another. 
Both  methods  can  be  confusing,  says 


strictly  visual,  it  may  take  changes  in 
hardware  to  make  windows  useful. 
But  making  larger  screens — remem- 
ber Kotick's  remark  about  his  desk — 
isn't  cheap.  Xerox,  for  example,  put 
larger  than  normal  screens  on  its  Star 
workstation  terminals  to  reduce  the 
cluttered  effect  of  multiple  windows 
on  a  standard-size  screen.  Now,  if 
only  two  windows  are  displayed,  each 
can  contain  nearly  a  full  page  of  text. 
But  the  cost  of  a  Star  workstation  can 
be  up  to  50%  higher  than  worksta- 
tions with  conventional-size  screens. 
Whatever  its  problems,  windowing 
will  be  around  for  a  while.  Both  IBM 
and  Lotus,  no  lightweights,  recently 
introduced  products  that  feature  win- 
dows: the  Topview  environment  from 
IBM  and  Symphony,  an  integrated 
package,  from  Lotus.  The  ideal  for  the 
user,  of  course,   is  an  environment 


Charles  Abernethy,  manager  of  Digi- 
tal Equipment  Corp.'s  human  factors 
department,  which  has  tested  com- 
puter users  on  several  programs.  "The 
concept  may  work  for  papers  on  your 
desk,"  says  Abernethy,  "but  on  the 
computer  screen,  people  get  lost. 
When  one  window  covers  another, 
people  forget  what's  there,  and  there 
isn't  a  tickler  to  remind  them."  At 
your  desk,  even  if  you  put  aside  all 
papers  not  immediately  useful, 
they're  still  within  eyeshot. 
If  a  good  part  of  the  problem  is 


that  lets  him  mix  and  match  the  ap- 
plications he  chooses. 

In  the  end,  says  Ann  Winblad,  Cali- 
fornia-based marketing  consultant  for 
the  microcomputer  software  indus- 
try, the  benefits  of  windows  won't  be 
obvious  until  application  software 
vendors  have  a  chance  to  integrate 
windowing  technology  more  tightly 
into  their  applications.  "Right  now," 
Winblad  says,  "windows  appear  as  a 
feature,  and  users  ultimately  buy 
benefits." 
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Superb  fron 
Even  better  fron 


Pittsburgh. 


The  versatile 
Challenger  601 

Even  if  a  corporate  jet  can  fly  three 
or  four  thousand  miles,  it  doesn't  mean 
you'll  always  be  traveling  that  far. 

So  your  machine  has  to  be  versatile. 
And  that's  where  the  Canadair  Challenger 
601  comes  into  its  own. 

Not  only  does  it  offer  the  best 
fuel  efficiency  in  its  class  over  inter- 
continental distances,  its  miserly 
consumption  on  short 
hops  is  equally 

impressive. 


Its  basic  airframe  has  now  logged 
over  20  million  miles.  And  configurations 
of  its  GE  engines  have  flown  for  over 
3  million  hours  on  military  aircraft. 

By  way  of  creature  comforts,  the 
Challenger  fulfills  your  expectations. 

No  corporate  jet,  for  example,  has 
a  wider  body.  So  you're  able  to 
work,  relax  and  move  freely 
in  dimensions  that  seem 
less  like  a  flying  tube 
and  more  like  a  real 
room. 


f 

! 
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Because  of  this 
flexibility,  companies  find 
they  can  use  the  Challenger  when 
they'd  think  twice  about  using  other 
large  jets. 

Reliability  and 
performance 

Advanced  technology  and  meti 
culous  engineering  are  the  distingui- 
shing factors  of  the  Challenger  601. 


lew  Y>rk  to  Paris 
few\5rk  to 


Yet  despite  its  size, 
Challenger  601  is  so  quiet 
I  eats  the  new  curfew 
filiations  at  noise-sensitive 
l)orts. 

But  product  attributes, 
c  matter  how  superior, 
ij  only  part  of  the  story. 
In  an  investment  of 
1  magnitude,  it's  vital 
3i  now  who  you're 


Canadair's  aerospace 
expertise 


As  one  of  North  America's 
leading  aerospace  corporations,  Canadair 
produces  an  extensive  roster  of  outstanding 
products,  in  addition  to  the  Challenger. 

These  include  the  world's  leading 
unmanned  airborne  surveillance  system 
for  use  with  NATO  forces;  the  world's 
most  effective  firefighting  aircraft;  plus 
major  aircraft  components  for  companies 
such  as  Boeing,  Lockheed  and  McDonnell 
Douglas. 

Today,  we  offer  you  a  strong  new 
commitment  for  the  future. 

In  practical  terms,  this  means 

complete  on-going  product  support. 

It  means  the  finest  after-sales  service. 

And  it  means  the  security  of  knowing 

you're  making  a  first-rate,  logical 

business  decision. 

For  more  information,  write  Charles 
G.  Vogeley  President  and  Chief  Executive 
Officer,  Canadair  Challenger  Inc., 
274  Riverside  Ave.,  Westport  CT  06880, 
or  call  (203)  226-1581. 


fetal  commitment  from  the  new  Canadair. 
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You  dont  have  to  be  a  head  of  state  or  a 
rock  star  to  require  a  bodyguard.  The  cra- 
zies target  capitalists,  too. 

Looking  out 
for  number  one 


By  Toni  Mack 


Do  you  need  a  bodyguard?  It's  a 
ticklish  question  for  a  number 
of  top  executives.  Marvin  Da- 
vis and  Sid  Bass  are  among  many  who 
do  have  bodyguards.  T.  Boone  Pickens 
prefers  not  to. 

In  many  cases  the  decision  will  be 
made  for  you — by  your  board,  the 
countries  you  travel  in,  maybe  even 
your  spouse.  But  there  is  no  doubt 
that  the  need  for  protecting  execu- 


tives is  mounting,  mainly  because  of 
the  increase  in  terrorist  activities  all 
around  the  world. 

There  were  760  terrorist  attacks  on 
businesses  worldwide  last  year,  in- 
cluding 55  kidnappings  of  business- 
men. And  that's  not  the  whole  story, 
since  many  kidnappings  (80%  by  one 
estimate)  go  unreported.  "Kidnapping 
is  very  much  on  the  rise,"  says  securi- 
ty consultant  Art  Giplin  of  Alameda, 
Calif. 's  Giplin  &  Associates.  "It's 
profitable  and  it's  easy.  Most  people 


fail  to  recognize  the  fact  that  if  I  need 
to  finance  something — the  continued 
existence  of  a  group — it's  easy  to  take 
somebody  and  get  the  money." 

Besides  the  threat  of  kidnapping, 
executives  are  also  increasingly  sub- 
ject to  harm  from  an  assortment  of 
crazies,  ranging  from  disgruntled 
workers  (especially  during  a  labor  dis- 
pute) to  revolutionaries. 

If  a  bodyguard  is  appropriate,  you'll 
find  that  locating  the  right  man  (or 
woman)  requires  that  you  dispel  some 
old  myths.  "Television  makes  it  look 
like  [bodyguards]  have  to  be  6  feet  3 
inches  with  blond  hair,  blue  eyes  and 
a  California  tan,"  says  John  Viggiano 
of  Dignitary  Protection  &.  Investiga- 
tive Services  in  New  York.  "That 
stuff  is  nonsense.  What  they  need  is 
common  sense,  the  ability  to  pay  at- 
tention to  detail  and  patience." 

Says  Robert  Littlejohn,  director  of 
investigations  for  Pinkerton's,  "The 
executive  should  seek  an  individual 
who  knows  what  his  function  is,  who 
is  able  to  anticipate  the  problems,  can 
sit  down  and  plan  with  the  execu- 
tive's key  people  what  his  agenda  is 
and  where  it  would  be  vulnerable." 

The  name  of  the  game  is,  of  course, 
defense,  not  offense.  So  the  specific 
training  your  guard  needs  includes 
not  only  firearms  and  martial  arts  but 
also  such  skills  as  defensive  and  eva- 
sive driving  and,  perhaps  most  impor- 
tant, advance  work — planning  for 
your  public  appearances  and  travel. 

"Take  a  situation  where  the  [pro- 
tected] person  is  going  to  a  city  in  a 
different    country,"    says    Viggiano. 

bv  Ricki  Rosen/Sipa-Special  Features 


Bodyguards  in  training  at  Richard  W.  Kobetz facility  in  Berryville,  Va. 
A  heavy  diet  of  firearms  practice. 
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Mock  assault  on  founder  Richard  Kobetz,  in  role  of  target 
Defense,  not  offense,  is  the  name  of  the  game. 


'You  pick  a  hotel  that  would  be  suit- 
ed to  his  station  in  life.  The  situation 
jf  the  hotel  room — who's  above  him 
ind  who's  below  him?  Where  are  the 
tairs,  in  case  there's  a  fire?  Who  do 
/ou  go  to  in  the  hotel  if  somebody 
nterferes  with  a  guest?  Where  is  the 
lospital?  What  kind  of  facilities  does 
he  hospital  have?  Does  it  have  an 
nglish-speaking  doctor?  Where  is  the 
emergency  room?  Does  the  executive 
iuffer  from  any  problems — rare  blood 
ype,  allergies?"  These  are  the  kinds 
details  a  bodyguard  should  know. 
A  bodyguard  should  also  be  knowl- 
geable  about  laws  in  the  various 
aces  the  executive  visits,  says  Joel 
lenn,    security    director    for    Fort 
Vorth's  Bass  family.  "Your  network 
contacts  around  the  country  and 
round  the  world  has  to  be  in  place." 
elationships    with    police    depart- 
ments are  important,  Glenn  says.  One 
ason:  Bodyguards  might  not  be  per- 
itted  to  carry  guns  in  many  places, 
hile  local  off-duty  police  can. 
It's  also  important  to  find  a  body- 
uard  with  whom  you  can  get  along, 
emember  that  you  will  be  spending 
insiderable  time  with  this  person. 
Where  to  look  for  a  bodyguard?  The 
:cret  Service  and  the  State  Depart- 
ent's    security    division    are    good 
aces  to  start.  The  agents  of  these 
'Vernment  agencies  are  specifically 
ained  in  executive  protection.  When 
ey  retire,  they  can  make  fine  per- 
mal  guards.  "I  think  there  are  two  or 
ee  at  the  Secret  Service  now  that 
e  looking  for  jobs,"   says   Glenn, 
imself  an  ex-Secret  Service  agent. 
A  second  place  to  look  is  your  local 
dice  department.  Try  to  find  police- 


Lessons  in  table  etiquette,  too. 
Together,  wherever  you  go. 

men  who  have  worked  in  dignitary 
protection.  The  legal  counsel  for  a 
prominent  Colorado  businessman 
suggests  testing  recommended  police- 
men first  with  some  off-duty  assign- 
ments. If  you  find  an  officer  or  officers 
you  like,  you  can  often  work  out  per- 
manent arrangements. 

Bodyguard  schools  are  another 
source.  These  schools  train  people  in 
such  areas  as  firearms,  first  aid,  defen- 
sive driving,  advance  work,  coopera- 
tion with  foreign  governments  and 
martial  arts.  Three  well-known 
schools,  all  located  near  Washington, 
D.C.,  are  Richard  W.  Kobetz  &  Asso- 
ciates Ltd.  in  Berryville,  Va.  (703-955- 
1128);  MVM  Training  Center  in  Fair- 
fax, Va.  (703-573-0280);  and  Vance  In- 
ternational, run  by  President  Ford's 
son-in-law,  also  in  Fairfax  (703-385- 
6754).  Most  students  are  former  law 
enforcement  personnel  or  corporate 


or  government  bodyguards  seeking 
advanced  training. 

If  you're  considering  going  to  one  of 
the  big  private  detective  agencies  like 
Pinkerton's  or  Burns  in  search  of  a 
bodyguard,  be  aware  that  these  agen- 
cies are  not  thought  of  highly  in  the 
world  of  security.  They're  fine  for  gen- 
eral guard  work,  says  one  security  pro- 
fessional, but  not  really  geared  for  ex- 
ecutive protection. 

Unless  you're  under  a  threat,  one 
bodyguard  should  suffice.  Numbers 
and  firepower  aren't  advisable.  Says 
the  counsel  for  the  Colorado  busi- 
nessman, "The  pros  know  how  to 
take  out  armed  guards  fast,  and  then  it 
could  get  really  messy  and  undesira- 
ble." And  the  entourage  only  makes 
you  more  visible. 

Bodyguards  don't  come  cheap.  Ex- 
pect to  pay  at  least  $25,000  to  $30,000 
in  starting  salary.  Then  there  will  be 
another  $7,000  to  $9,000  in  clothing 
allowances,  automobile,  gas  credit 
cards,  insurance  and  other  fringe 
benefits.  Bodyguards  also  need  liberal 
time  off  from  a  demanding  and  some- 
times boring  job.  Even  the  State  De- 
partment rotates  its  men  to  forestall 
burnout,  and  the  Secret  Service  al- 
lows an  average  six  weeks  off  yearly. 

Prevention,  not  reaction,  is  the  key 
to  deterring  a  threat,  the  professionals 
stress.  "First  of  all,  why  do  you  feel 
there's  a  threat?"  says  Dario  Marquez, 
president  of  MVM  Inc.,  which  runs 
MVM  Training  Center.  "You  have  to 
define  the  reason.  Once  you  do  that, 
evaluate  who  are  the  people  who 
would  want  to  hurt  you  and  why. 
Once  we  have  a  scenario,  then  we 
have  to  figure  out  how  they  would 
carry  this  out.  Then  we  couid  figure 
out  ways  of  deterring  it." 

Many  security  professionals  also 
endorse  kidnap  insurance.  These  poli- 
cies were  born  in  the  mid-1960s  after 
a  rash  of  kidnappings  of  bank  execu- 
tives' family  members.  They  provide 
for  quick  payment  of  ransom  money 
and  can  be  initiated  by  just  the  threat 
of  kidnapping.  But  the  policies  are 
expensive.  "If  you  have  an  individual 
who  is  very  visible,  whose  face  is  well 
known  and  who  is  known  to  be 
wealthy  or  to  come  from  a  wealthy 
family,  a  $5  million  policy  could  be 
$20,000  to  $30,000  in  annual  premi- 
ums," says  Joseph  DeAlessandro,  vice 
president  of  American  International 
Group.  Your  own  security  arrange- 
ments will  affect  the  policy  price. 

The  aim  of  all  this:  never  to  have 
the  bodyguard  do  what  his  title  sug- 
gests, nor  have  the  insurance  com- 
pany deliver  what  you  are  buying. 
That  keeps  almost  everyone  happy. 
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Faced  with  a  shortage  of  babies,  determined  would-be 
parents  are  turning  to  independent  adoptions. 

Paying  expenses  is  legal, 
buying  babies  is  not 


By  Mary  Kuntz 


On  a  winter's  morning  in  1983 
Larry,  a  Chicago  dentist,  and 
Dean,  his  wife,  drove  to  a  roadside 
diner  in  northern  Wisconsin  to  meet 
with  a  17-year-old  farm  girl.  "This 
must  be  the  hardest  thing  you've  ever, 
ever  had  to  decide,"  said  Larry  awk- 
wardly. Larry  and  Dean  had  come  to 
adopt  the  girl's  unborn  child. 

At  least  ten  couples  now  contend 
for  every  available  infant,  a  dramatic 
rise  over  the  last  20  years.  Couples  are 
waiting  longer  to  start  families,  and 
many  discover  their  fertility  problems 
late  as  a  result.  A  1982-83  government 
survey  found  nearly  4  million  married 
couples  unable  to  conceive.  Mean- 
while, unmarried  pregnant  teenagers, 
once  a  prime  source  of  adoptable  ba- 


bies, are  more  likely  than  ever  to  un- 
dergo abortions  or  raise  their  babies 
themselves. 

Like  other  couples,  Larry  and  Dean 
had  been  through  years  of  testing  and 
treatment  for  infertility.  Larry  was  32 
and  his  wife  34  when  they  first  inves- 
tigated adoption. 

They  were  turned  down  at  a  local 
Catholic  agency  because,  even  though 
they  are  both  Catholic,  they  had  been 
wed  in  a  civil  ceremony.  They  were 
told  they  would  have  to  wait  three 
years  after  a  church  service  before 
they  could  even  join  the  four-year 
waiting  list.  Waits  at  other  agencies 
ranged  from  two  and  a  half  to  seven 
years.  The  couple  feared  that  by  the 
time  their  turn  came,  they'd  be  ruled 
out  because  of  age. 

In  desperation,  they  called  everyone 


they  knew  who  might  hear  of  an  un- 
wanted baby.  They  also  prepared  a 
six-page  color  brochure  describing 
themselves  and  their  plight,  which 
they  planned  to  mail  to  every  obstetri- 
cian and  family  practitioner  in  a 
three-state  area. 

"People  can  think  what  they  want 
in  terms  of  vulgarity,  but  that  didn't 
concern  us  at  that  point.  We  felt  it 
was  our  only  option,"  says  Larry.  Be- 
fore they  could  mail  the  brochure, 
however,  a  doctor  friend  in  rural  Wis- 
consin called  to  say  he  had  a  patient 
willing  to  talk  with  them. 

Larry  and  Dean  are  hardly  unusual 
in  failing  to  find  a  baby  through  the 
traditional  means.  Public  and  private 
adoption  agencies  can't  meet  the  de- 
mand for  infants,  especially  healthy 
white  infants.  At  Spence-Chapin  Ser- 
vices to  Families  &.  Children,  a  pri- 
vate, nonprofit  agency  in  New  York 
City,  prospective  adoptive  parents  are 
shown  stacks  of  books  containing 
photographs  and  bios  of  New  York 
State's  500  adoptable  children  at  the 
first  group  meeting.  Such  books  do 
not  contain  pictures  of  healthy  Cau- 
casian babies.  Discouraged,  three- 
quarters  of  the  attendees  fail  to  con- 
tinue with  the  application  process. 

Yet  for  those  who  persist,  race  and  j 
religion  may  prove  a  barrier.  Many 
agencies  favor  matching  kids  to  fam- 
ilies of  similar  backgrounds.  So,  even  | 


The  foreign  connection 


The  baby  shortage  in  America 
doesn't  extend  to  the  rest  of  the 
world,  especially  the  Third  World. 
Last  year  Americans  adopted  over 
7,000  foreign  children — mostly 
South  American  and  Asian — al- 
most double  the  number  ten  years 
ago.  In  1983  the  Spence-Chapin 
agency  in  New  York  placed  166 
Asian  babies,  compared  with  32 
Caucasian  infants. 

Exactly  which  countries  offer 
adoption  possibilities  depends  on 
politics  as  much  as  anything  else. 
"Many  governments  view  Ameri- 
cans adopting  their  children  as  imperialistic,"  says 
Elizabeth  Cole  of  the  Child  Welfare  League  of  America. 
"They  would  prefer  that  the  U.S.  government  give 
them  the  funds  and  the  help  to  place  youngsters  in 
their  own  country." 

Pam  and  Jerry  took  custody  of  their  5-month-old 
Korean  daughter,  Monica,  in  the  Northwest  Airlines' 
waiting  area  at  New  York's  Kennedy  Airport.  "It  was 
incredible,"  recalls  Pam.  "There  you  are  at  the  airport 
and  someone  just  gets  off  the  plane  and  hands  you  a 
baby  and  it's  yours.  You're  suddenly  a  parent." 

Before  Monica's  arrival  in  New  York,  agency  work- 
ers had  shown  Pam  and  Jerry  a  photograph  of  the 


Monica  (left)  with  V 
Off  the  plane  and 


S.  family 

into  their  lives. 
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infant.  They  got  only  a  sketchy 
history  of  her  birth  mother  and  no 
information  on  the  father.  Foreign 
children  must  pass  a  health  exam 
before  being  allowed  to  immigrate. 
Still,  health  problems  connected  to 
poor  nourishment  in  infancy  can 
occur  later,  and  it  may  be  difficult 
to  obtain  a  full  family  medical  his- 
tory. So  deciding  to  bring  such  a 
child  into  your  family  can  be  diffi- 
cult. "There  you  are  with  this  pic- 
ture," says  Pam,  "and  you  have  to 
make  up  your  mind,  say,  'Yes,  I'll 

take  this  child.'  " 

The  agency  that  handled  their  adoption,  Love  the 
Children,  in  Quakertown,  Pa.,  places  Korean  children 
in  a  four-state  area.  Pam  and  Jerry  waited  three  months 
after  filing  their  application.  Total  fees,  including  Mon- 
ica's airfare  from  Seoul,  came  to  under  $7,000. 

Other  agencies  handling  adoptions  of  foreign  babies 
include  Catholic  Social  Services,  222  North  17  St., 
Philadelphia,  Pa.  19103,  215-587-3873;  Children's 
Home  Society  of  Minnesota,  2230  Como  Ave.,  St.  Paul, 
Minn.  55108,  612-646-6393;  Holt  International  Chil- 
dren's Services,  P.O.  Box  2880,  Eugene,  Ore.  97402, 
503-687-2202;  Universal  Aid  for  Children,  P.O.  Box 
610246,  North  Miami,  Fla.  33161,  305-893-1535.— M.K. 
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Our  new  service  to 
St.  Thomas  and  St.  Croix 
is  just  the  beginning  of  a 
major  new  commitment  in 
The  Caribbean  and  The 
Bahamas. 

Pan  Am  now  flies  to 
a  dozen  islands  with  more 
daily  service  from  cities 
throughout  the  U.S.  than  ever  before. 

Including  5  new  islands  via  Miami 
(St.  Thomas,  St.  Maarten,  Guadeloupe, 
Martinique  and  St.  Lucia). 

Plus  2  new  islands  via  New  York 
(St.  Thomas  and  St.  Croix). 

What's  more,  Pan  Am  is  introducing 
a  new  aircraft  in  The  Caribbean. 
It's  our  new  A-300  Series:  The  Airbus 
ForThe80's. 

So  no  matter  which  island  you're 
headed  for,  make  sure  you  set  your 
course  for  Pan  Am. 

Pan  Am  To  The  Caribbean. 

You  Can't  Beat  The  Experience? 

Schedules  subject  to  change  without  notice. 
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Personal  Affairs 


if  you  are  willing  to  accept  a  child  of 
another  race  or  religion,  you  may  still 
be  turned  down. 

Such  difficulties  on  the  traditional 
adoption  agency  route  and  the  contin- 
ued overwhelming  demand  for 
healthy  white  infants  have  given  rise 
to  another  kind  of  transaction,  the 
independent  adoption. 

Stanley  Michelman  is  a  New  York 
City  attorney  who  specializes  in  inde- 
pendent or  private  adoptions.  Last 
year  he  handled  over  100  such  cases. 
Couples  come  to  Michelman,  and  he 
tells  them  how  to  find  babies.  First, 
install  a  separate  phone.  Second, 
write  an  ad,  something  along  the  lines 
of  "Warm,  loving,  financially  secure 
couple  desire  to  adopt  newborn  in- 
fant. All  expenses  paid."  Then  place 
the  ad  and  wait  for  the  phone  to  ring. 
Is  it  legal?  Sort  of.  "On  a  national 
level,  I  would  say  that  the  right  of 
someone  to  advertise  is  guaranteed 
under  the  Constitution,"  says  Mi- 
chelman, who  was  acquitted  of  ar- 
ranging unlawful  adoptions  in  1979. 
But  he  concedes  that  "there  are  cer- 
tain states  that  have  statutes  that  re- 
strict the  practice.  Some  states  forbid 
independent  adoptions  altogether." 

Tina,  a  39-year-old  unmarried  busi- 
nesswoman in  Manhattan,  was  told 
that  her  age,  marital  status  and  the 
fact  that  she  planned  to  continue  her 
career  would  disqualify  her  at  agen- 
cies. Yet  she  adopted  two  girls,  now  1 
and  2  years  old,  through  Michelman. 
In  both  cases  she  ran  her  ad  once  in 
five  different  papers  in  New  York, 
New  Jersey  and  Pennsylvania.  "My 
first  response  to  someone  who  called 
was,  'This  is  a  legal  adoption  being 
done  through  an  attorney.'  "  That  al- 
lowed Tina  to  screen  out  the  people 
who  wanted  lots  of  money  up  front. 
She  met  both  birth  mothers  in  Mi- 
chelman's  office  to  arrange  the  de- 
tails. It  also  gave  her  the  chance  to 
evaluate  the  health  and  character  of 
the  women,  and  vice  versa. 

Costs  vary.  Independent  adoptions 
generally  cost  more  than  agency  adop- 
tions. Fees  at  Spence-Chapin  range 
from  $600  to  $7,500,  for  example,  de- 
pending upon  the  parents'  income. 
The  average  cost  is  about  $1,500.  Mi- 
chelman charged  Tina  $3,000  for  each 
adoption.  In  addition,  she  picked  up 
legal  and  medical  expenses  for  the 
birth  mothers,  bringing  the  total  cost 
to  $4,000  for  one  (the  birth  mother 
had  her  own  medical  coverage)  and 
$6,000  for  the  other.  Larry  and  Dean 
paid  only  a  fraction  of  the  medical 
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expenses  of  the  birth  mother.  Still, 
their  adoption  cost  $10,000,  mostly 
for  legal  expenses. 

An  agreement  to  pay  living  ex- 
penses for  the  birth  mother  requires 
close  legal  scrutiny,  however.  Paying 
expenses  is  legal.  Buying  babies  is  not. 

Parents  who  opt  for  an  independent 
adoption  lose  the  service  and  security 
of  an  agency  and  should  take  steps  to 
protect  themselves.  First,  no  matter 
how  you  locate  your  prospective 
child,  get  a  good  lawyer  and  suggest 
the  birth  parents  do  the  same.  Eliza- 
beth Cole  of  the  Child  Welfare  League 
of  America  suggests  writing  to  the 
county  bar  association  and  obtaining 
a  list  of  attorneys  that  specialize  in 
family  law. 

Suggest  the  birth  mother  obtain 
counseling  from  a  social  worker.  It's 
only  fair  that  she  know  her  rights  and 
alternatives,  and,  if  she  later  regrets 
her  decision,  it  will  be  easier  to  prove 
that  she  understood  her  rights. 

No  matter  what  the  birth  mother  or 
lawyer  tells  you,  insist  on  getting  the 
birth  father  to  surrender  his  rights  or 
get  them  terminated  by  a  court.  "One 
of  the  risks  of  independent  adop- 
tions," says  Cole,  "is  that  the  mother 
may  change  her  mind  or  the  father 
may  appear  on  the  scene.  In  other 
words,  the  surrender  may  be  abrogat- 
ed." Don't  be  satisfied  if  someone 
tells  you  the  father  is  unknown.  Such 
instances  are  rare,  says  Cole. 

Finding  the  father  isn't  necessary 
only  for  legal  reasons.  You  will  also 
want  his  medical  history,  as  well  as 
the  mother's.  An  agency  will  auto- 
matically provide  this  as  well  as  a 


mechanism  for  birth  parents  to  report 
any  relevant  medical  or  genetic  prob- 
lems that  develop.  Insist  on  the  same 
safeguards  in  a  private  adoption. 

Today,  parents  and  adoptive  par- 
ents settle  on  many  degrees  of  open- 
ness, from  frequent  contact  to  yearly 
postcards  to  the  addresses  of  one  an- 
other's attorneys.  If  you  wish  to  retain 
your  anonymity,  but  the  birth  mother 
insists  on  a  meeting,  confine  the 
meeting  to  your  attorney's  office  and 
send  all  correspondence  through  him 
to  protect  your  privacy. 

"That's  one  way  adoption  has 
changed  dramatically  in  the  last  10  or 
15  years,"  says  Cole.  "It  used  to  be 
that  there  was  almost  a  steel  wall  that 
snapped  shut  between  you  and  the  bio 
parents.  No  more.  If  there's  a  wall  at 
all,  it's  an  opaque  kind  of  drape  that 
can  be  opened  and  closed  at  will." 

Larry  and  Dean  kept  up  a  cordial 
relationship  with  the  birth  mother  of 
their  child  until  they  took  custody. 
But  when  the  mother  wrote  twice 
asking  for  photographs,  Larry  sensed 
she  hadn't  made  a  total  emotional 
break  and  told  her  he  preferred  she  not 
contact  them  again.  They  did  agree, 
though,  that  when  the  boy  is  18,  he 
should  be  given  the  opportunity  to 
meet  her,  if  she  still  wishes  to  do  so. 

Adopting  a  child  has  never  been 
tougher,  but  with  research  and  dili- 
gence it  can  be  done.  The  time,  effort 
and  expense  are  seldom  regretted,  nor 
is  the  fact  that  the  baby  is  not 
"yours." 

"I  always  thought  it  would  be  im- 
portant to  say,  'Gee,  he  looks  so  much 
like  me,  or  so  much  like  you,  or 
doesn't  he  have  your  grandmother's 
nose?'  "  says  one  adoptive  mother.  "I 
thought  that  was  so  important,  and 
now  I  see  it's  so  unimportant." 


Tempted  to  "forget"  something  on  your  1984  tax  re- 
turn? Beware.  The  IRS  is  keeping  closer  tabs  than  ever. 

The  taxman  matcheth 


By  Anne  McGrath 


Every  year  it  gets  harder  to  hide 
income  from  the  IRS.  Why?  Be- 
cause every  year  the  Treasury  Depart- 
ment is  requiring  more  people  to  keep 
an  eye  on  you. 

Your  banker,  broker,  mutual  fund, 
insurance  company,  state  and  local 
governments,  tenants,  publisher,  any- 


one paying  you  consulting  and  direc- 
tor's fees — perhaps  even  the  guy  sell- 
ing you  chips  in  Las  Vegas — all  fink. 
They,  as  well  as  your  employer,  are  all 
now  required  to  file  "information  re- 
turns" with  the  IRS  reporting  your 
financial  transactions.  The  IRS  com- 
puter then  matches  that  information 
with  what  you  file  on  your  tax  re- 
turns. An  impossible  task,  you  say? 
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The  secret  of  Partagas  is  a  living  Cuban  legend 


His  name  is 
Ramon  Cifuentes. 
And  his  secret  is 
in  his  eyes  and  his 
hands,  for  like  his 
father  before  him, 

Partagas  cigars  are  his  life. 

Long  ago,  he  made  them  in  Cuba. 

And  after  he  was  exiled,  he  found  the 

perfect  environment  to  carry  on  his 

family  tradition  in  the  Dominican 

tobacco  center  of  Santiago. 

It  takes  almost  three  years  to  turn 

the  finest  tobaccos  in  the  world  into 

Partagas  cigars. 


The  filler  must  be  a  unique  blend  of 
three  long-leafed  tobaccos.  The  binder 
must  have  just  the  right  degree  of 
body  and  suppleness.  The  wrapper 
must  be  the  most  flavorful  part  of  a 
priceless  leaf  from  the  Cameroons. 
And  all  of  the  leaves  for  Partagas 
cigars  must  be  selected,  cured,  aged, 
blended,  bunched,  molded,  rolled  and 
wrapped  by  hand. 

Then,  like  fine  wines  aging  in  oaken 
casks,  the  finished  cigars  must  sleep 
for  three  weeks  in  an  aging  room  of 
Spanish  cedar. 

Only  then  will  Ramon  Cifuentes 

PARTAGAS 


and  his  colleagues  give  their  cigars 
their  blessings. 

Partagas  Premium  Cigars  are 
available  in  many  distinctive  sizes  and 
you  can  purchase  them  singly,  in 
paquets  of  10  and  in  hand-made 
cedar  boxes. 

This  Christmas  ask  your  smoke 
shop  for  the  Partagas  in  the  length 
and  ring  gauge  made  for  you.  The 
feel,  taste  and  aroma  of  this 
legendary  cigar  is  unlike  anything 
your  senses  have  ever  experienced. 

Ramon  Cifuentes  will  have  it  no 
other  way. 
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Personal  Affairs 


Beyond  the  capacity  even  of  Big  Broth- 
er? Don't  bet  on  it. 

Your  Social  Security  number,  or 
"taxpayer  identification  number,"  is 
all  the  help  the  government's  com- 
puters need.  The  "matching"  program 
has  long  been  a  top  priority  for  the 
IRS,  and  within  two  years  the  agency 
expects  to  be  able  to  match  100%  of 
the  returns  it  receives.  That  doesn't 
mean  the  IRS  will  respond  immedi- 
ately if  there  are  discrepancies.  It  now 
takes  about  two  years  to  process  all 
the  data  it  is  sent.  So  if  you  left  any- 
thing out  of  your  1982  income,  for 
example,  you  may  just  be  hearing 
about  it  now. 

In  addition  to  the  information  your 
employer  files,  here  is  a  summary  of 
the  dirt  the  IRS  is  getting  on  you: 

Interest  income.  Any  institution  that 
has  paid  at  least  $10  in  interest  on 
your  savings  or  NOW  accounts,  mon- 
ey market  funds  or  bonds — including, 
since  1983,  taxable  interest  on  your 
government  bonds  and  your  Treasury 
bill  income — is  supposed  to  report  the 
amounts  paid  to  the  IRS.  If  you  cash 
in  a  savings  bond,  you  can  expect  the 
IRS  to  hear  about  it  from  your  bank. 

Dividend  income.  Any  stock  divi- 
dends or  distributions  of  $10  or  more 
(including  capital  gains  distributions 
if  you  own  mutual  funds,  "and  return- 
of-capital  distributions  in  the  case  of 
utility  stocks)  are  to  be  reported. 

Income  from  bonds  issued  at  discount. 
If  you  have  bonds  that  were  issued  at 
discount — a  zero-coupon  bond  or  a 
corporate  bond  packaged  with  war- 
rants that  is  therefore  considered  by 
the  IRS  to  have  been  issued  at  dis- 
count— the  issuer  or  your  broker  will 
report  the  imputed  annual  interest  to 
the  IRS,  even  though  you  don't  actual- 
ly receive  the  interest  until  maturity. 

Securities  sales.  Your  broker  has  to 
report  your  gross  proceeds  of  each  sale 
of  stock,  bonds  and  commodities.  But 
note — and  there  is  a  lot  of  confusion 
here — your  broker  does  not  tally  prof- 
it or  loss  on  your  stock  or  bond  deal- 
ings. He  simply  alerts  the  IRS  to 
transactions  that  should  be  reflected 
on  your  return.  Your  realized  and  un- 
realized gains  or  losses  on  regulated 
futures  contracts  are  reported  also. 

Barter  exchange  income.  If  you  trad- 
ed property  or  services  through  a  bar- 
ter exchange,  the  gross  amount  you 
received — cash,  property,  services  or 
credit — is  supposed  to  be  reported  to 
the  IRS  by  the  exchange. 

Miscellaneous  income.  Anybody  who 
has  paid  you  $600  or  more  for  the  year 
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in  rent  for  office  space  or  equipment, 
or  at  least  that  much  in  royalties,  fees, 
commissions  or  prizes,  is  supposed  to 
let  the  IRS  know. 

State  and  local  tax  refunds.  If  you 
have  deducted  state  and  local  tax  pay- 
ments on  your  federal  return  in  the 
past,  any  refunds  may  be  taxable. 

Retiremettt  payments.  Your  yearly  in- 
come from  pension  plans,  annuities 
or  your  IRA  will  be  reported,  as  will 
total  or  lump-sum  distributions  from 
your  IRA  and  retirement  or  profit- 
sharing  plans.  Starting  this  year,  the 
IRS  will  also  be  told  how  much  you 
received  in  Social  Security  benefits. 

Large  cash  payments.  Starting  in 
1985,  anyone  who  accepts  $10,000  in 
cash  from  you  in  the  course  of  one  or 
more  related  business  deals  has  to  ask 
for  your  taxpayer  ID  number  and  file  a 


report.  "If  you  go  to  a  casino  and  buy 
$10,000  worth  of  chips  for  cash,  the 
casino  will  have  to  report  it,"  says 
Michele  Bourgerie  of  Arthur  Young. 
(This  new  rule,  by  the  way,  does  not 
apply  to  financial  institutions.  They 
are  already  required  by  federal  law  to 
report  large  cash  transactions.) 

Other  financial  transactions  of 
which  the  IRS  is  supposed  to  be  in- 
formed include:  your  share  of  partner- 
ship tax  shelter  income  as  part  of  the 
partnership's  tax  return  filing;  distri- 
butions from  the  business  cooperative 
you  belong  to;  any  unemployment 
compensation  you  may  have  received; 
taxable  federal  grant  money  in  excess 
of  $600;  any  distributions  of  $600  or 
more  that  you  took  from  liquidating  a 
business — all  should  be  reported. 

And  next  year  banks  tha,t  foreclose 
on  your  real  property  will  have  to 
report  any  debt  forgiveness  as  income. 

Remember:  Anybody  who  has  to 


I 


file  an  information  return  needs  your 
taxpayer  identification  number  or  So 
cial  Security  number.  If  you  open  a 
new  account  or  are  asked  to  verify 
your  number,  be  sure  to  comply.  Be- 
ginning in  1984,  bankers  and  brokers 
whose  clients  fail  to  give  them  correct 
numbers  are  starting  to  withhold  20% 
of  the  client's  income. 

This  all  sounds  militant  enough. 
The  IRS,  however,  is  not  content  to 
search  for  unreported  income.  It  is 
double-checking  some  of  your  major 
deductions,  too.  The  trustee  of  your 
IRA  already  has  to  report  the  size  of 
your  contribution,  for  instance.  And 
in  1985  your  banker  is  going  to  start 
telling  the  IRS  how  much  mortgage 
interest  you've  paid  for  the  year. 

These  tougher-than-ever  compli- 
ance measures  and  the  new  IRS 
matching  capabilities  make  it  in- 
creasingly important  to  pay  attention 
to  what  goes  on  your  1984  return.  If 
you  goof  and  underpay  your  taxes,  at 
the  very  least  you'll  have  to  cough  up 
tax  and  interest — 13%  as  of  Jan.  1 — 
that  will  accrue  for  the  two  years  or  so 
it  takes  the  IRS  to  find  you  out.  And  if 
you  report  too  little  income,  you 
could  find  yourself  faced  with  stiff 
understatement,  negligence — even 
fraud — and  penalties  besides. 

And  whatever  you  do,  warns  Louis 
Wald  of  Merrill  Lynch 's  tax  advisory 
group,  don't  consider  the  copies  of 
returns  filed  with  the  IRS  by  your 
broker  or  banker  to  be  substitutes  for 
your  own  records.  "Remember  tha 
our  reports  are  intended  mainly  I 
clue  the  IRS  in  to  what  it  should  fini 
on  your  return,"  he  says.  "We're  no 
filing  individual  tax  returns." 

How  do  the  brokers  feel  about  all  I 
the  added  reporting  responsibility?  ' 
"We're  complying  with  the  new  re- 
quirements to  the  best  of  our  ability," 
Wald  says.  "It's  meant  hiring  new 
people  and  beefing  up  our  computer 
systems.  As  of  Oct.  1,  I  think  we  had 
spent  some  $7  million  just  complying 
with  IRS  rules — many  of  which  are 
confusing,  conflicting,  overlappii 
and  unintelligible." 

But  don't  let  all  this  data-gatherin| 
throw  you.  The  IRS  is  still  capable  oi 
mistakes.  As  are  the  reporting  agen- 
cies. If  you 'receive  a  computer-gener- 
ated letter  claiming  you  owe  the  IRI 
money,  be  sure  to  examine  the  notio 
carefully  before  you  start  writing 
checks.  Taxpayers  in  the  past  have 
been  wrongfully  dunned  for  unreport- 
ed income  on  IRA  accounts,  which 
does  not  have  to  be  reported  in  the 
first  place.  Computers  may  be  able  to 
match  data,  but  even  they  cannot  un- 
scramble the  tax  code. 
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Announcing  the  lost 
Dlympic  closing  ceremony. 


he  United  States  Treasury  would 
ke  to  offer  all  Americans  a  final 
pportunity  to  purchase  one  of  the 
lost  historic  commemorative 
oin  issues  in  history— Olympic 
commemorative  Coins.  Orders 
>r  these  coins  postmarked  later 
tan  January  18, 1985,  will  be 
(turned.  After  that  date  the 
lympic  Commemorative  silver 
ollars  and  Ten  Dollar  Gold 
agles,  like  the  cheers  from  Los 
ngeles  that  echoed  around 
he  world,  will  become  history. 

[ever  before  in  our  history  have  silver 
[id  gold  coins  been  created  with  such 
hique  attributes,  beauty  and  scarcity. 


lis  is  the  ideal  Olympic  coin  speci- 
en  set,  with  a  representative  proof 
Imple  of  all  coin  designs:  the  1983S 
Iscus  Thrower  silver  dollar;  the 
"  84S  Coliseum  silver  dollar;  and  the 
|84W  Gold  Eagle.  The  dollars  are 
■  t  clad  coins,  but  classic  cartwheel 
Iyer  dollars  made  from  .900  fine 
l/er.  The  Olympic  Gold  Eagle  is  90% 
(fiild  bullion. 


e  uncirculated  1983P  Discus 
■rower  and  1984P  Coliseum  silver 
■Mars  are  the  least  expensive  U.S. 
lympic  coins.  A  prized  possession 
links  to  their  low  mintage  and  their 
Utoric  importance. 


fie  1983S  and  1984S  Proof  silver 
pilars  are  the  first  U.S.  silver  dollars 
oated  to  commemorate  the 


Olympics.  These  90%  silver  coins  are 
minted  using  a  hand-fed  process 
that  produces  coins  with  special  depth 
and  beauty.  They  may  be  purchased 
separately  or  in  a  two-coin  set. 
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The  Olympic  Gold  Eagles  meet  all  the 
criteria  associated  with  fine  collec- 
tibles. They  are  the  first  U.S.  gold  coins 
issued  since  1932.  The  first  to  com- 
memorate a  U.S.  Olympics.  The  "W" 
West  Point  mint  mark  is  the  first  new 
mint  mark  in  over  130  years.  Note  the 
limited  maximum  issue  (150,000  each) 
of  the  proof  coins  struck  at  the  Phila- 
delphia (P),  San  Francisco  (S)  and 
Denver  (D)  mint  facilities.  The  "W"  un- 
circulated Gold  Eagle  is  also  a 
limited  issue  (190,000). 


lars.  The  1984  Collector's  Set  contains 
the  1984P,  S&D  uncirculated  silver 
dollars.  While  the  uncirculated  '83P 
and  '84P  silver  dollars  may  be  pur- 
chased individually.  The  coins  struck  in 
Denver  and  San  Francisco  are  avail- 
able only  in  three-coin  Collector  sets. 
The  sharply  limited  mintage  of  these 
1983  and  1984  S  and  D  coins  ensures 
that  these  sets  will  be  among  the 
most  rare  and  desirable  of  all  the  U.S. 
Olympic  coins. 


The  1983  Collector's  Set  contains  the 
1983P,  S&D  uncirculated  silver  dol- 


The  Six-Coin  Olympic  Collector's  Set 
contains  both  the  uncirculated  and 
proof  silver  and  gold  '83  and  '84  coins. 
Availability  of  the  collection  is  limited 
because  it  contains  the  1984W  un- 
circulated, Gold  Eagle.  It  is  the  first  and 
only  uncirculated  Gold  coin  to  bear 
the  "W"  mint  mark,  and  its  mintage  is 
limited  to  only  190,000.  The  set  is 
elegantly  packaged  in  a  cherry  wood 
display  case. 


f  ORDER  COINS  BY  PHONE  ~l 
FOR  THE  HOLIDAYS. 

TOTAL                                                                                             TOTAL 
■      OUAN   OPTION    ITEM                                          EACH       PRICE       OUAN   OPTION    ITEM                                          EACH       PRICE 

I 

3 

Three-Coin  Proof  Set 

$416  00 

17 

1984P  Proof  Gold  Eagle 

$352  00 

6 

1983  Collector's  Set 

89  00 

18 

1984S  Proof  Gold  Eagle 

352  00 

11 

1984  Collector's  Set 

89.00 

19 

1984D  Proof  Gold  Eagle 

35200 

8 

1983P  Uncirc.  Silver  Dollar 

28  00 

20 

1984W  Uncirc  Gold  Eagle 

339.00 

9 

1984P  Uncirc  Silver  Dollar 

2800 

12 

Six-Coin  Collector's  Set 

850  00 

1 

1983S  Silver  Proof 

32  00 

5 

Six-Coin  Cherry  Display  Case 

40  00 

10 

1984S  Silver  Proof 

32  00 

TOTAL 

2 

1983S&1984S  Silver  Proof  Set 

64.00 

Shipping  &  Handling 

$2  00 

16 

1984W  Proof  Gold  Eagle 

35200 

GRAND  TOTAL 

L 

To< 

to 

the 

PAr 

PA 

xder  by  credit  card,  call  any  of  the  following  EXPRESS  DELIVERY   i 
I  free  800  numbers.  Remember  to  confirm  your  delivery  date  with 
distributor  you  order  from.  Delivery  of  late  orders  in  time  for  holiday  , 
gift  giving  cannot  be  guaranteed. 

MTB  (IN  NY)  212-621-9500  •  1-800-223-5818 
JDAMERICA  CORP.  (IN  CA)  213-378-9427  •  1-800-472-6327  | 
IUMISMATICS  LTD.  (IN  CA)  213-550-1766  •  1-800-421-0678 
RAMOUNTCORP.  (IN  FL)  305-594-4919  •  1-800-327-9853    I 

A  paid  advertisement  from  the  US  Treasury                                     ^Sgy 
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This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these  securities. 
The  offer  is  made  only  by  the  various  Prospectuses. 


$1,920,000,000 

Metromedia  Broadcasting 
Corporation 

$960,000,000 

$160,000,000  Series  1  Zero  Coupon  Senior  Notes  due  December  1, 1988  Price  58.834% 

$160,000,000  Series  2  Zero  Coupon  Senior  Notes  due  December  1, 1989  Price  50.911% 

$160,000,000  Series  3  Zero  Coupon  Senior  Notes  due  December  1, 1990  Price  43.545% 

$160,000,000  Series  4  Zero  Coupon  Senior  Notes  due  December  1, 1991  Price  36.986% 

$160,000,000  Series  5  Zero  Coupon  Senior  Notes  due  December  1, 1992  Price  31.489% 

$160,000,000  Series  6  Zero  Coupon  Senior  Notes  due  December  1 ,  1993  Price  26.685% 


$335,000,000 


Senior  Exchangeable  Variable  Rate  Debentures 
due  December  1, 1996 

Price  99% 

plus  accrued  interest  from  December  1,  1984 


$225,000,000 


15%%  Senior  Subordinated  Debentures  due  December  1, 1999 

(Interest  payable  June  1  and  December  1] 

Price  99.25% 

plus  accrued  interest  from  December  1,  1984 


$400,000,000 


Adjustable  Rate  Participating  Subordinated  Debentures 
due  December  1,  2002 

(Interest  payable  June  1  and  December  1) 

Price  87.299% 

plus  accrued  interest  from  December  1,  1984  * 


Copies  of  the  various  Prospectuses  are  obtainable  in  any  State  from  the  under- 
signed and  such  other  dealers  as  may  lawfully  offer  these  securities  in  such  State. 


Drexel  Burnham  Lambert       Bear,  Stearns  &  Co. 
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Edited  by  Pamela  Sherrid 


The  way  things  are 


[Congressman  Barber  Conable  outside  his  Washington  office 
Packing  up  his  tomahawks  and  going  home. 


Bruce  Hoertel/Camera  5 


Despite  all  the  anxious  speculation 
surrounding  the  Treasury's  tax 
proposals,  one  canny  old  pro  is  con- 
j/inced  that  real  tax  reform  is  a  long 
way  off.  After  20  years  in  Congress, 
the  last  8  of  them  as  ranking  Republi- 
can on  the  House  Ways  &  Means 
,  Committee,  Barber  Conable  foresees 
10  sweeping  move  toward  a  flat  tax 
;ind  no  imminent  changes  in  the  de- 
ductibility of  interest.  What  he  does 
ioresee  is  something  that  few  are  yet 
jalking  about — a  plain  old  surtax  to 
i;et  the  deficit  down.  "Politicians  like 
i  surtax,"  he  explains,  "because  it  is 
temporary.'  " 
:  A  lawyer  from  western  New  York, 


Conable,  62,  chose  not  to  run  for  re- 
election last  November.  So  now, 
more  than  ever,  he  has  the  freedom  to 
say  exactly  what  he  thinks.  The  road 
to  serious  tax  reform  is  not  a  straight 
line,  Conable  explains.  And  in  order 
to  sell  the  idea,  the  government  needs 
to  lower  taxes  for  most  people  or  keep 
them  the  same,  not  raise  them.  That's 
where  the  surtax  comes  in.  If  it  comes 
first,  Congress  can  incorporate  the 
higher  rates  into  tax  reform  later. 
That  way,  reform  won't  be  the  villain 
that  raises  taxes.  "It's  kind  of  craven, 
isn't  it?"  sighs  Conable. 

Recently  Conable  has  been  clean- 
ing out  his  office  on  Capitol  Hill, 


wrapping  his  prize  collection  of  toma- 
hawks, some  manufactured  by  the 
British  for  Indians  to  use  against  the 
rebellious  colonists.  He's  preparing  to 
write  a  book  about  Congress  and  to 
head  home  to  teach  at  the  University 
of  Rochester. 

From  Conable 's  present  vantage 
point,  the  Treasury's  reform  proposals 
don't  look  very  popular.  "Last  year 
roughly  64%  of  taxpayers  didn't  item- 
ize," he  says.  "How  much  will  those 
people  be  willing  to  pay  to  simplify 
taxes  for  the  other  36%  ?  Not  much. 

"In  the  past  we  bought  tax  reform 
by  giving  so-called  tax  reductions," 
Conable  explains.  "That  was  possible 
because  bracket  creep  provided  a  cor- 
nucopia of  revenues.  We  could  give 
away  out  the  front  door  some  of  the 
money  that  was  coming  in  the  back 
door."  But  now  that  indexing  is  about 
to  eliminate  bracket  creep,  the  old 
rules  don't  work. 

Conable's  sober  conclusion  about 
practical  politics:  "It  would  be  nice  if 
we  could  do  what's  necessary  and  sell 
it  on  the  merits,  instead  of  engaging  in 
the  kind  of  subterfuge  that  pretends 
that  things  are  different  from  what 
they  are." — Laura  Saunders 

Extra! 

Barely  a  year  since  a  family  feud 
forced  him  to  sell  the  Chicago 
Sun-Times  and  break  up  the  Field 
broadcast  empire,  Marshall  Field  V 
has  dipped  into  his  $130  million 
cache  to  get  back  into  the  Chicago 
newspaper  business. 

It's  not  what  you  would  call  big- 
league  stuff  this  time  around.  Field's 
publications  are  in  affluent  North 
Shore  communities  like  Lake  Forest, 
where  Marshall,  43,  lives  with  his  sec- 
ond wife,  Jamee,  and  their  three 
daughters.  Early  in  December,  Field 
acquired  Pioneer  Press,  a  medium- 
size  chain  of  30  suburban  Chicago 
weeklies,  for  $25  million. 

The  seller  was  Time  Inc.,  which  has 
given  up  its  ambitions  of  being  a  force 
in  the  suburban  newspaper  business. 
Pioneer's  tabloids  and  a  quarterly 
magazine  have  a  combined  circula- 
tion of  about  165,000  and  had  healthy 
profits  last  year  of  about  $1.5  million 
on  revenues  of  $12  million.  The  price, 
slightly  over  two  times  revenues, 
isn't  out  of  line  for  highly  prized  sub- 
urban properties.  Among  the  losing 
bidders:  a  group  led  by  John  Backe,  a 
former  CBS  Inc.  president. 

The  acquisition  is  Field's  first  since 
his  well-publicized  falling  out  with 
half-brother  Frederick  (Ted)  Field,  32, 
who  insisted  that  Field  Enterprises  be 
liquidated  and  sold  to  the  highest  bid- 
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ders.  At  the  time  Marshall,  a  conser- 
vative, contemplative  type,  said  he 
wasn't  that  interested  in  publishing. 

But  since  then  he  has  set  up  The 
Field  Corp.,  run  by  Lee  Mitchell,  41,  a 
crack  media  lawyer  who  was  also 
chief  executive  officer  of  Field  Enter- 
prises. The  firm,  says  Field,  "will  con- 
tinue to  seek  acquisitions  in  commu- 
nications and  related  areas."  He  is 
reportedly  looking  now  for  trade  pub- 
lications that  serve  narrow,  profitable 
markets.  "Field  wasn't  enthusiastic 
about  Pioneer,"  says  one  media 
broker,  "but  he  wanted  back  in  the 
ball  game." 

Marshall,  educated  at  Deerfield 
Academy  and  Harvard,  was  thrust 
into  the  top  job  at  Field  Enterprises  at 
29,  four  years  after  his  father  died 
unexpectedly.  Now  he  helps  raise 
money  for  the  Art  Institute  of  Chica- 
go. But  his  primary  business  interest 
is  a  Boston-based  real  estate  develop- 
ment firm,  Cabot,  Cabot  &  Forbes 
Co.,  part  of  his  share  of  the  family 
company  breakup. 

Brother  Ted,  a  former  racing  driver, 
seems  more  entrepreneurial.  His  Bev- 
erly Hills-based  Interscope  produces 
television  programs  and  movies,  in- 
cluding the  recent  Revenge  of  the 
Nerds.  The  younger  Field's  money 
seems  to  be  burning  a  hole  in  his 
pocket,  too.  With  a  Boston  partner- 


ship, he  recently  agreed  to  buy  Pan- 
avision,  Inc.,  which  sells  cameras  and 
lenses,  from  Warner  Communica- 
tions. The  price:  $52.5  million 
cash. — Jill  Bettnei 

Autobahn  angst 

When  was  the  last  time  you  re- 
member hearing  an  auto  execu- 
tive boast:  "We're  in  a  relaxed  mood 
about  the  Japanese"?  Or  airily  scoff  at 
joint  ventures  to  spread  marketing 
and  development  costs:  "Where  is  the 
advantage  for  us?" 

That's  Eberhard  von  Kuenheim 
talking.  He  is  chairman  of  Munich- 
based  Bayerische  Motoren  Werke, 
better  known  as  BMW.  And  his  big- 
gest problems  now  aren't  in  the  world 
auto  scene.  They're  right  in  his  own 
backyard. 

West  Germany  is  being  consumed 
by  the  same  debate  that  Americans 
ended  nearly  a  decade  ago  by  impos- 
ing gneed  h'mjts  on  highways  and 
emission  controls  on  cars.  Germans 
have  an  almost  mystical  love  for  their 
forests,  and  Deutschland's  trees  are 
dying  from  pollution,  precipitating  a 
national  angst. 

But  Germans  also  adore  zooming 
down  the  autobahn  at  85mph.  Von 
Kuenheim  says  it^s  uncertain  whether 
a  speed  limit  on  the  autobahn  will 
cut  pollution,  as  environmentalists 
claim,  but  it's  a  sure  bet  to  hurt  Ger- 
man automakers.  Without  the  "test- 
ing ground"  of  the  autobahn,  he  ar- 
gues, German  cars  will  lose  their 
strong  engineering  reputation — and 
sales*  Besides,  Von  Kuenheim  knows 
that  a* speed  limit  would  hurt  BMW 
more  than  its  luxury  rival  Mercedes- 


Benz,  because  buyers  are  attracted  to 
BMWs  for  their  performance.* 

Von  Kuenheim  favors  tackling  the 
pollution  problem  with  U.S. -style 
catalytic  converters.  He  is  opposed, 
however,  by  French  and  Italian  car- 
makers who  claim  this  solution 
would  be  too  expensive  for  their 
small,  low-cost  cars.  An  interim  step 
might  be  tax  breaks  for  buyers  of  low- 
polluting  cars,  he  says.  It  is  clear  to 
Von  Kuenheim,  an  engineer  by  train- 
ing, that  all  Europe  must  agree  on  a 
solution.  What  good  is  it  for  Germany 
to  curb  pollution  when  France's  smog 
comes  wafting  across  the  border? 

Von  Kuenheim,  a  Prussian  aristo- 
crat, has  weathered  storms  before.  He 
has  been  head  of  BMW  for  the  last  15 
years,  making  him,  at  56,  the  longest- 
tenured  auto  chief  in  the  world.  One 
thing  he  needn't  worry  about  is  prof- 
its— and  therefore  pleasing  the 
Quandt  family,  which  has  controlled 

BMW  chief  Eberhard  von  Kuenheim 
Let  the  Germans  speed.  woir  p  prange 


Marshall  Field  V  and  his  wife,  Jamee 
How  to  spend  $130  million? 


BMW  since  1960.  Under  Von  Kuen- 
heim's  tenure,  BMW's  annual  auto 
production  has  risen  from  159,000  to 
421,000.  Even  with  this  summer's  na- 
tionwide metalworkers'  strike  and  in- 
creased competition  in  its  high-per- 
formance niche,  BMW  expects  this 
year's  profits  to  exceed  last  year's  rec- 
ord $99  million,  on  sales  of  about  $4 
billion. — Marcia  Berss 

Office  politics 

Just  last  month  Sanford  Litvack, 
chairman  of  the  big  New  York  law 
firm  Donovan  Leisure  Newton  &  Ir- 
vine, had  a  vast  office  on  the  40th 
floor  of  30  Rockefeller  Plaza,  one  of 
Manhattan's  tonier  addresses.  Com 
plete  with  winged  chairs,  ficus  tree 
and  a  commanding  view  of  the  sky 
line,  it  was  a  place  where  you  would 
expect  to  find  a  top  antitrust  litigator 
who  was  an  assistant  attorney  general 
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ouve  nownTWA  all  over  the  worl 
Now  the  world's  on  us. 


Middle  East 


Europe 


TWAs  Frequent  Flight  Bonus  program. 
We'll  take  you  almost  anywhere  your  imagination  does. 


you  had  a  mile  for  every  business 
leeting  you've  flown  to,  you  could  be 
t  your  way  to  Europe.  Australia.  Or 
most  any  other  place  your  heart 
ssires.  Free. 

As  long  as  you're  a  member  of 
WA's  Frequent  Flight  Bonus  program, 
'here  you  can  earn  free  flights  to 
ore  than  170  cities  throughout 
e  world.  Even  the  only  around-the- 
orld  award. 

And  because  our  program  includes 
istem  and  Qantas  Airways,  you  can 
'en  fly  to  the  Caribbean.  New  Zealand, 
r  South  America. 


The  world's  fastest  way  to  fly  free. 

With  TWA,  you  can  accumulate 
miles  practically  everywhere  you  turn. 
On  Eastern  and  Qantas  flights.  At  almost 
any  Hilton  or  Vista  International  hotel. 
Most  Marriott  hotels.  Even  when  you  rent 
a  car  from  Hertz.  As  if  that  weren't  enough 
already,  TWA  hands  you  a  3,000-mile 
bonus  to  welcome  you  into  the  program. 

Is  it  any  wonder  TWAs  program  is 
the  fastest  way  to  fly  free? 

Enroll  now  by  calling  your  travel 
agent,  TWA,  or  sending  in  the  coupon. 

At  TWA,  we  don't  just  promise  you 
the  world.  We  give  it  to  you. 


Sign  me  up  for  your  program  and  send 
me  everything  I  need. 


U.S.  Address- 


City— 
State- 


.Zip- 


-Telephone  number- 


Area  code- 
Mail  to: 

TWA's  Freguent  Flight  Bonus  program 
P.O.  Box  767,  Murray  Hill  Station 
New  York,  NY  10156  y^jm/ 

You're  going  to  like  usy^^^J/ 


Faces 

Behind  the  Figures 


New  York  lawyer  Sanford  litvack 

Selling  off  space  to  save  a  venerable  fit 


Don  Hamerman 


in  the  Carter  Administration. 

Now,  Litvack's  office  is  one  floor 
down.  A  palace  coup?  No.  A  real  es- 
tate play  that  has  helped  to  drag 
Donovan  Leisure  from  a  precipice. 

It  all  started  a  couple  of  years  ago 
when  the  venerable  firm,  founded  in 
1929  by  William  (Wild  Bill)  Donovan 
of  OSS  fame,  fell  on  bad  times  because 
of  a  decrease  in  antitrust  litigation. 
Donovan  Leisure  continued  to  hold 
on  to  most  of  its  clients.  But  in  sum- 
mer 1983,  after  some  negative  news 
reports,  partners  began  leaving  the 
firm  one  by  one,  creating  a  siege  men- 
tality among  those  who  remained. 
"No  one  reacts  well  to  continued  un- 
certainty," says  Litvack,  who  became 
chairman  in  that  same  year. 

How  to  force  his  partners  once  and 
for  all  either  to  go  or  stay?  Each  de- 
parting partner  has  the  right  to  collect 
a  substantial  cash  settlement.  So,  un- 
der Litvack's  scheme,  put  into  effect 
in  the  spring  of  1984,  partners  who 
wanted  to  bail  out  of  Donovan  Leisure 
had  to  make  their  decisions  quickly.  If 
they  decided  to  leave  after  the  dead- 
line, they  would  have  to  wait  at  least 
five  years  to  get  their  capital. 

But  how  to  pay  off  departing  part- 
ners? "You  didn't  want  to  take  that 
money  out  of  operating  income,"  says 
Litvack,  "or  you  would  have  people 
still  at  the  firm  working  to  pay  people 
who  had  left."  That's  where  Litvack's 
office  comes  in. 

Donovan  Leisure  was  fortunate 
enough  to  have  long-term  leases  on  its 
three  floors  at  30  Rockefeller  Plaza  at 
rents  considerably  below  the  current 
market.  Instead  of  languishing  in  ba- 
ronial offices,  the  executive  commit- 
tee decided  to  simply  "reconfigure," 
as  Litvack  puts  it.  The  firm  emptied 
out  one  full  floor  and  fit  almost  the 
entire  staff  into  the  remaining  two. 

Litvack  expects  that  he'll  soon  be 
disposing  of  the  lease  for  the  empty 
floor  for  a  large  sum  of  cash,  probably 
to  another  law  firm.  That  money  will 
help  defray  the  expenses  of  the  part- 
ners— five  in  all — who  decided  to 
leave  after  the  ultimatum,  as  well  as 
those  who  departed  earlier. 

Thanks  to  the  firm's  canny  use  of 
its  real  estate  windfall,  each  of  Dono- 
van Leisure's  remaining  40  partners 
knows  that  colleagues  are  committed 
to  the  firm,  and  morale  has  risen  ap- 


preciably. "You  think  about  these 
things  when  you're  forced  to,"  says 
Litvack. — Richard  Greene 

Saving  face 

Shiseido,  Japan's  number  one  cos- 
metics company,  still  carries 
scars  from  its  foray  into  the  U.S.  ten 
years  ago.  "We  made  major  mis- 
takes," says  Yoshio  Ohno,  new  presi- 
dent of  the  112-year-old  firm. 

Chief  among  the  errors,  Ohno  ex- 
plains, was  subcontracting  produc- 
tion to  a  private-label  manufacturer 
in  the  U.S.  "We  could  not  assure  the 
products  were  the  same  quality  as 
those  made  in  Japan,"  says  Ohno.  As  a 
result,  Shiseido  withdrew  from  500  of 
its  700  U.S.  outlets  in  1976,  rethought 
and  regrouped. 


The  firm  has  since  developed  make- 
up colors  suited  to  Caucasian  faces, 
something  it  hadn't  done  earlier.  As  a 
result,  when  Bloomingdale's  asked 
Shiseido  to  participate  in  a  Japan- 
based  promotion  this  fall,  the  com- 
pany was  ready  for  another  try.  "We 
had  already  been  thinking  about  the 
U.S.,"  Ohno  explains. 

With  sales  last  year  of  $1.5  billion, 
Shiseido  needs  success  in  foreign  mar- 
kets to  grow.  The  company  is  slowly 
diversifying  into  food  and  retailing, 
but  still  wants  to  concentrate  on  cos- 
metics. Sadly,  demand  in  Japan  is  in- 
creasing by  a  mere  5%  a  year,  and 
Shiseido's  market  share  is  holding 
steady  at  about  30%. 

Those  unattractive  facts  helped 
Ohno,  63,  get  his  present  job  in  Octo- 
ber, when  Shiseido's  former  boss  died 


Yoshio  Ohno,  president  of  Shiseido 
"We  made  major  mistakes." 
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XEROX®  and  1075  are  trademarks  of  XEROX  CORPORATION. 


XEROX 


XEROX 


MARATHON 


Why  millions  of  people  are  attached  to  this  number. 


Since  its  introduction,  the  Xerox  1075 
Marathon  has  become  the  fastest  selling  high- 
volume  copier. 

In  fact,  millions  of  people  have  come  to  rely 
on  the  1075  because  of 
its  automatic  duplex- 
ing capabilities  that 
deliver  crisp, 
two-sided  copies  of 
both  two-sided  and 
one-sided  originals. 
They  also  love  its  automatic  collating  and  stapling 
I  features.  And  its  ability  to  automatically  add 
covers.  To  say  nothing  of  its  variable  reduction 
capabilities  anywhere  from  65%  to  100%  of  origi- 
nals. It  will  even  constantly  monitor  itself  for 
i  peak  performance. 


And  now  that  the  Japanese  Ministry  of 
International  Trade  and  Design  has  awarded  the 
1075  "Grand  Prize"  in  the  Good  Design  Mark 
Contest,  the  demand  for  the  1075  has  never  been 
greater. 

Having  designed  a  copier  built  to  run  and 
run  and  run,  now  all  we  have  to  worry  about  is 
not  running  out  of  them. 

Of  course,  those  millions  of  people  also 
know  that  the  1075  is  part  of  Team  Xerox,  a  wide 
array  of  products,  people  and  services  to  make 

lacimYarrw  sure  y°u  nave  ^ tne  professional 
n  Aerox  heip  you  need 


To  find  out  how  to  run  your  own  1075 
Marathon,  dial  1-800-833-2323,  ext.  616. 

The  1075  is  available  as  either  newly  manu- 
factured or  remanufactured. 
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Aging  teen  idol  Donny  Osrnond  in  a  Los  Angeles  editing  room 

Will  the  fans  who  bought  his  records  in  the  Seventies  buy  his  stock  today? 


Ed  Kashi/Gamma-Liaii 


Faces 

Behind  the  Figures 


unexpectedly.  A  genial,  unassuming 
man,  Ohno  started  his  45-year  career 
as  a  lowly  accounting  clerk  and  be- 
came head  of  foreign  marketing.  Rec- 
ognizing that  growth  lies  overseas, 
the  board  tapped  Ohno  to  take  over. 

It's  a  tough  challenge.  Now  Shi- 
seido  gets  only  8%  of  its  sales  from 
outside  Japan,  and  Ohno  aims  to  in- 
crease that  to  20%  in  three'  years. 
Learning  from  past  mistakes,  he  has 
already  set  up  manufacturing  facili- 
ties in  eight  foreign  countries,  includ- 
ing the  U.S.  He  plans  to  double  capac- 
ity at  Shiseido's  Oakland,  N.J.  plant 
and  increase  the  $5  million  U.S.  ad- 
vertising and  promotion  budget  by 
40%  in  each  of  the  next  five  years. 

Shiseido's  new  assault  should  be 
aided  by  the  vogue  for  Japanese  appar- 
el designers  and  the  high  reputation 
for  quality  of  Japanese  cars  and  cam- 
eras. But  in  its  U.S.  ads,  Shiseido  is 
aiming  for  the  woman  who  sees  her- 
self as  elegant,  exotic  and  a  bit  eccen- 
tric. The  ultimate  question:  How  big 
is  that  market? — Barbara  Slavin 
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Cute  mogul 

I  don't  think  there's  anything  wrong 
with  wholesome,  but  the  goody- 
goody  thing  kind  of  bugs  me,"  says 
26-year-old  singer  Donny  Osmond. 

His  squeaky-clean  image  was  fine 
in  the  1970s,  when  Osmond  was  re- 
cording hits  such  as  "Puppy  Love" 
and  "Sweet  and  Innocent."  But  these 
days  the  star  wouldn't  mind  seeming 
a  little  more  tough,  hard-driving  or 
even  ruthless.  That's  because  he's 
now  chairman  of  Donny  Osmond  En- 
tertainment Corp.,  which  just  went 
public  in  the  o-t-c  market. 

Lots  of  stars  have  their  own  produc- 
tion companies,  of  course.  But  no  one 
besides  Osmond  is  selling  stock  to  his 
fans.  The  offer  is  for  up  to  1.4  million 
shares  at  $5,  which  could  raise  $7 
million.  The  money  goes  to  the  com- 
pany, not  Osmond,  though  the  deal 
will  make  his  7%  of  the  company 
worth  $400,000  on  paper. 

Osmond  is  still  as  cute  as  he  was  in 
1979,  when  his  Donny  and  Marie  Show 
ended  its  four-year  TV  run.  But  his 
new  company  has  two  more  serious 
projects.  Osmond  is  buying  81  hours 
of  the  Osmond  Family  Show  and  the 
Donny  and  Marie  Show  for  about  $1 
million.  He  plans  to  pick  the  65  best 
programs  and  syndicate  them  as  half- 
hour  segments.  He  also  is  producing  a 
series  of  30-minute  children's  musi- 
cal programs  for  the  Disney  Channel. 


Osmond  predicts  hefty  first-year  prof- 
its of  $1  million  on  revenues  of  $8 
million.  "This  is  the  first  time  I  am 
able  to  do  something  in  a  big  way  by 
myself,"  he  says. 

Osmond's  father,  George,  made 
most  of  the  family's  earlier  business 
decisions,  with  the  welfare  of  all  the 
entertaining  Osmond  children  in 
mind.  But  going  public  isn't  Donny's 
first  business  solo.  In  1980  he  set  up 
Nightstar,  his  own  production  com- 
pany. It  produced  the  Bluejean  Net- 
work, a  nationally  syndicated  music 
series,  as  well  as  two  specials  from 
China  and  several  music  videos. 

Now,  conveniently,  Nightstar  has 
right  of  first  refusal  to  produce  all 
projects  developed  by  Donny  Osmond 
Entertainment.  And  those  old  shows 
that  Osmond  is  using  the  public's 
money  to  buy?  They  belonged  not  too 
long  ago  to  his  own  family. 

Potential  conflicts  of  interest?  Sure. 
Osmond  insists  that  Nightstar  won't 
charge  the  public  company  more  than 
the  going  rate  for  production.  In  addi- 
tion, he  stresses  that  the  old  shows 
were  purchased  in  an  arm's  length 
transaction  with  a  venture  capital 
firm  as  the  intermediary.  All  the 
same,  anyone  who  buys  stock  in  Os- 
mond's new  firm  is  clearly  betting 
that  the  corporate  founder's  manage- 
ment style  won't  be  as  cute  as  his 
looks.— Robert  H.  Bork  Jr. 
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"...while  an  insurance  policy 
is  a  legal  contract  that  ex- 
presses our  minimum  re- 
,  sponsibility,  there  are  many 

occasions  when  equity  de- 
mands that  we  recognize  a 
moral  obligation  beyond  the 
strictly  legal  terms  —  and  this 
is  always  a  consideration  in 
our  settlements." 

HEN  DON  CHUBB 

(1874-1960) 

Our  insurance  policy. 


CHUBB 
Group  of  Insurance  Companies 

Warren,  New  lersev  07060 


Chubb  is  proud  to  play  a  part  in  bringing  you  American  Playhouse.  Watch  for  it  on  your  local  PBS  station. 
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NOW  THERE  ARE  TWO 
WAYS  TO  TAKE  ADVANTAGE 


New  Double  Index  Options 
(NDX)  and  NYSE  Index  Options 
(NYA)  are  both  trading  on  the  New 
York  Stock  Exchange. 

Together,  these  options 
present  additional  opportunities 
for  experienced  investors  who  are 
interested  in  getting  in  or  out  of 
the  market  quickly. 

Both  index  options  track 


movements  in  all  the  more  than 
1500  common  stocks  listed  on 
the  Big  Board.  The  major  difference: 
NYSE  Double  Index  Options  are 
larger  contracts  created  by  doubling 
the  base  value  of  the  NYSE  Index. 
Contract  size  affects  how  an 
option  behaves  and  how  well  it 
will  serve  your  trading  strategies. 
NDX  offers: 
•  faster  movement 

wider  daily  price  swings 
•  more  strike  prices 

•  more  opportunities 
for  short-term 
traders 


NYA  offers: 

•  moderate  movement 

•  narrower  daily  price  swings 

•  lower  premiums  and  margins 

•  more  flexibility  to  offset  stock 
market  risk 

Of  course,  no  option  is  appro- 
priate for  every  investor.  Ask  your 
broker  to  help  you  decide  whether  the 
uses  and  risks  of  NYSE  Index  Options 
or  NYSE  Double  Index  Options  are 
right  for  you.  And  read  the  disclosure 
documents  for  options  and  index 
options  which  can  be  obtained  from 
your  broker  or  by  calling  the  New  York 
Stock  Exchange  at  1-800-692-6973. 
In  New  York,  212-623-8533. 


New  York 
Stock  Exchange 


The  Forbes/Wilshire  5000  Review 


\  confused  market  keeps  stumbling.  Wall  Street  is  still 
lying  to  sort  out  the  Treasury  Department  tax  proposals 
ind  to  figure  out  how  many  of  the  proposed  changes  will 
ictually  become  law.  But  first  reactions  are  gloomy.  Dur- 
ng  the  last  two  weeks,  the  5,600-stock  Wilshire  index  fell 
)y  2.8%.  For  the  month  the  Wilshire  is  off  3.5%,  and  the 
Dow  industrials  declined  4.6%.  But  one  Dow  stock, 
Jnion  Carbide,  lost  12  points  in  the  week  following  the 
;as  leak  at  its  Indian  insecticide  plant, 
i  During  this  same  period,  IBM,  another  Dow  issue, 
Iropped  more  than  4  points.  The  average  NYSE  share, 
neanwhile,  outpaced  the  Wilshire  and  fell  only  2.7%  for 


the  two-week  period  and  3.3%  for  the  four-week  period. 

The  yardsticks  below  show  that  over  the  past  52  weeks 
speculative  issues  have  underperformed  their  more  con- 
servative counterparts  by  a  wide  margin.  High-volatility 
shares  declined  18.2%,  while  low-volatility  shares  ad- 
vanced 9.4% .  Since  election  day,  more-speculative  issues 
have  been  hit  extremely  hard.  High-volatility  shares  de- 
clined 9%  over  the  past  four  weeks,  while  low-volatility 
shares  are  off  only  1.2%.  Shares  with  P/Es  over  25  fell 
8.1%,  while  those  with  multiples  under  5  declined  only 
2.7%.  Stocks  priced  under  $4  fell  9.1%,  vs.  a  2.6%  decline 
in  shares  selling  for  over  $40. 


Close-up  On  The  Equity  Markets 


Performance  of  six  leading  indexes 


Percent  change 


Wilshire 
5000 


Forbes 

500 ' 


Dow  Jones 
industrials 


NYSE 
Composite 


Amex  Market 
Value  Index 


NASDAQ 
Composite 


in  last  4  weeks 


-3.5 


-3.2 


-3.3 


-4.7 


-4.2 


in  last  52  weeks 


-4.5 


-0.9 


-7.7 


-2.0 


-9.1 


-14.8 


Stock  performance  based  on  six  key  investor  yardsticks 

Company  size 

Volatility2 

P/E  multiple 

Dividend  yield 

Growth  profile3 

Share  price 

Percent  change 

large 

small 

high 

low 

over  25 

under  5 

over  7.5% 

none 

high 

low 

over  $40 

under  $4 

in  last  4  weeks 

-3.5 

-7.2 

-9.0 

-1.2 

-8.1 

-2.7 

-1.2 

-6.1 

-7.7 

-1.8 

-2.6 

-9.1 

in  last  52  weeks 

-2.9 

-10.3 

-18.2 

9.4 

-21.8 

4.9 

6.6 

-15.3 

-13.6 

6.8 

1.4 

-20.4 

ucd  on  sales.  ' 

stock's  sensitivity  to  overall  market  movement.  High-volatility  issues  have  wide  price  fluctuations,  low-volatility  issues  are  more  stable, 
quantitative  evaluation  of  a  stock's  growth  image,  determined  by  Wilshire  Associates. 


'ote:  All  data  for  periods  ending  12/7/84  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 
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Where  The  Action  Is 


■M 


&ss* 


Here  we  go  again.  Just  when  energy  shares  seem  to  be 
trading  on  the  basis  of  depressed  oil  prices  rather  than 
merger  speculation,  along  comes  another  blockbuster 
deal.  This  time,  T.  Boone  Pickens  is  taking  a  shot  at 
Phillips  Petroleum.  Although  the  latest  round  of  takeover 
fever  wasn't  strong  enough  to  help  these  stocks  move  into 
the  advance  column,  the  oils  lost  only  1.5%  during  the 


last  two  weeks.  During  the  same  period,  the  Wilshire 
index  fell  2.8%  and  five  of  the  nine  Wilshire  sectors 
chalked  up  losses  of  3%  or  more.  Raw  materials  suffered 
the  sharpest  setback,  with  a  4.1%  decline. 

Utility  stocks  are  still  performing  better  than  the  rest  of 
the  market,  however.  These  issues  are  off  0.9%  for  the 
recent  two-week  stretch  and  0.3%  for  the  four-week  period. 
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What  The  Analysts  Think 


Good  news  for  widows  and  orphans.  Utility  stocks  are  the  the  cuts  were  steepest  in  raw  materials,  consumer  dura- 
only  group  not  hit  by  a  decline  in  1984  earnings  estimates  bles  and  technology — and  these  sectors  led  the  market 
during  the  past  two-  and  four-week  periods.  Elsewhere,      downward. 


Forecasting  the  Forbes  500 


Average 
Performance        earnings  per 
period  share  P/E 


latest  12  months 

1984  estimates 

1985  estimates 


$3.14 
3.86 
4.43 


10.6 
9.5 
7.6 


Rank  based  on 
change  in  estimate 

Sector 

Estimated  1984 
EPS 

%  change  in  1984  estimate 
in  2  weeks        in  4  weeks 

l 

Utilities 

J3.53 

0.07% 

0.18% 

2 

Transportation 

2.45 

-0.08 

-1.28 

3 

Energy 

2.59 

-0.75 

-1.27 

4 

Finance 

3.21 

-0.97 

-1.53 

5 

Consumer  nondurables 

2.61 

-0.98 

-1.39 

6 

Capital  goods 

2.75 

-0.99 

-1.30 

7 

Technology 

2.17 

-1.06 

-1.71 

8 

Consumer  durables 

3.39 

-1.07 

-1.47 

9 

Raw  materials 

2.52 

-2.49 

-3.89 

Earnings  projections  are  equal-weighted  consensus  estimates  from  over  1,800  security  analysts.  Forecasts  for  the  9  Wilshire  sectors  are  limited  to  firms  with  3  or  more  estimates 
with  a  mean  estimate  greater  than  $0.50.  Data  arc  compiled  and  updated  weekly  by  Zacks  Investment  Research,  a  Chicago-based  quantitative  consulting  firm. 


Note:  All  data  for  periods  ending  12/7/84.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif.;  Zacks  Investment  Research,  Inc.,  Chicago,  111 
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Champion  International  Corporation 

has  acquired 

St.  Regis  Corporation 

We  acted  as  financial  advisor  to  Champion  International  Corporation 

and  as  Dealer  Manager  of  its  tender  offer. 

Goldman,  Sachs  &  Co. 

Goldman 
Sachs 

New  York      Boston      Chicago      Dallas      Detroit 

Houston      Los  Angeles      Memphis      Miami 

Philadelphia      St.  Louis      San  Francisco 

London      Hong  Kong     Tokyo     Zurich 

November  27.  1984 

I 

Streetwalker 


Are  chemicals 
next? 


Is  the  chemicals  industry  the  next 
target  of  the  greenmailers?  There  are 
sitting  ducks  aplenty.  Take  $6.8  bil- 
lion (estimated  sales)  Monsanto  Co. 
Even  though  the  St.  Louis-based  firm 
has  been  buying  in  its  own  shares  and 
making  lots  of  small  acquisitions,  it 
still  will  end  the  year  with  an  estimat- 
ed $500  million  cash  hoard.  That 
comes  to  some  $6.50  a  share  on  78 
million  common  outstanding. 

"There  are  tremendous  asset  values 
here  in  what  essentially  are  distinct, 
stand-alone  businesses,"  says  analyst 
Paul  Leming  of  Kidder,  Peabody.  Fore- 
most is  agricultural  products,  Mon- 
santo's  cash  machine.  Despite  recent 
EPA  troubles  over  the  blockbuster 
herbicide  Lasso,  Leming  expects  oper- 
ating income  to  exceed  $400  million 
this  year.  He  believes  that  this  divi- 
sion alone  is  worth  $2  billion,  $25  a 
common  share.  Monsanto's  oil  and 
gas  reserves — in  such  locations  as  the 
North  Sea,  the  Gulf  of  Mexico's 
Green  Canyon,  Colombia  and  Tex- 
as— might  fetch  another  $1  billion. 
Fisher  Controls,  in  valves  and  instru- 


A  Monsanto  herbicide  being  sprayed 
Greenmail  pastures. 


mentation,  could  probably  bring  an- 
other $500  million. 

Just  those  three  divisions  plus  the 
cash  and  minus  long-term  debt  of 
$800  million  would  amount  to  about 
$41  a  share — the  recent  market  price. 
That's  allowing  nothing  for  the  other 
operations  such  as  silicon  wafers,  bio- 
technology and  health  care,  plus 
whatever  remains  of  its  traditional 
core  businesses — industrial  chemi- 
cals, fibers  and  plastics.  A  green- 
mailer  could  argue  for  a  breakup  to 
maximize  values,  then  quietly  go 
away  when  the  company  reached  into 
its  cash  hoard  and  bought  him  out. 

Another  potential  target  is  $3.9  bil- 
lion (estimated  sales)  American  Cyan- 
amid  Co.  Recent  price:  45.  Once  the 
leveraged  buyout  of  its  formica  divi- 
sion is  completed,  there  will  be  some 
$700  million  in  the  till.  On  49  million 
common  outstanding,  that  comes  to 
more  than  $14  a  share,  or  about  30% 
of  Cyanamid's  Big  Board  market  val- 
ue. The  Lederle  pharmaceutical  busi- 
ness alone  may  be  worth  $1.5  billion. 
Long-term  debt — $522  million — is 
only  22%  of  total  capital. 

Too  bad  managements  must  spend 
so  much  time  worrying  about  this 
sort  of  thing.  But  maybe  they  should 
do  more  to  maximize  market  value 
for  all  their  shareholders;  then  the 
greenmailers  would  have  to  look  else- 
where.— Thomas  Jaffe 

Nothing  fancy 

If  you  are  the  kind  of  investor  for 
whom  the  best  surprise  is  no  surprise, 
then  Masco  Corp.  should  be  right  up 
your  alley.  The  Michigan-based  man- 
ufacturer of  building  and  home  im- 
provement products,  best  known  for 
its  position  in  the  faucet  market,  has 
had  more  than  20  consecutive  years  of 
20% -plus  compound  growth. 

The  trouble  is,  ever  since  Masco 
announced  last  year  that  it  was  spin- 
ning off  50%  of  its  industrial  and  oil- 
field businesses — the  new  firm, 
Masco  Industries,  was  created  in 
July — the  parent's  56.5  million  Big 
Board  shares  have  been  drifting.  The 
recent  price:  27V8. 

At  this  level,  Barbara  Alexander  of 
Salomon  Brothers  thinks  the  stock  is 
a    steal.    She    says    the    postspinoff 


A  Masco  faucet 
Dripping  with  profits. 


I 


Masco  ought  to  earn  $2.75  a  share 
next  year,  up  about  25%.  So  it's  sell- 
ing for  a  P/E  of  ten  times  her  1985 
estimate.  Alexander  figures  Masco  is 
worth  a  50%  premium  to  the  market 
multiple,  currently  nine  times  1985 
earnings.  Masco,  then,  should  be  a 
$37  stock  in  1985.  If  the  market  mul- 
tiple increases,  she  points  out,  Masco 
could  go  even  higher. — T.J. 

Another  pound  of  flesh? 

Early  this  month  investors  led  by  Ir- 
win Jacobs  of  Minneapolis  disclosed 
they  own  2.4  million  shares,  or  7.4%, 
of  Pioneer  Corp.,  the  Amarillo-based 
natural  gas  exploration  company 
(recent  price:  29l/i).  Greenmail?  Heav 
ens,  no,  Jacobs  protests.  But  Pioneer  is  I 
certainly  a  target.  Although  it  lately 
has  spent  $225  million  to  cut  total 
debt  by  more  than  half,  there  still  is 
another  $150  million  of  cash  and 
equivalents  in  the  till. 

Pioneer  has  been  had  once  already, 
in  June.  Pioneer  won't  say  by  whom,  i 
but  Forbes  understands  the  green- 
mailers were  Oscar  Wyatt's  Coastal 
Corp.  of  Houston  and  a  group  led  by 
New  York  investor  Carl  Icahn.  It  is 
estimated  they  greenmailed  Pioneer 
to  the  tune  of  about  $13  million  over, 
what  they  paid  for  substantial  blocks  ^ 
of  the  stock.  Since  that  deal  took  only 
a  small  piece  of  flesh,  there's  plenty  of 
meat  left.  Will  the  potential  be  real- 
ized for  all  the  shareholders,  though? 
That  depends  heavily  on  whether 
simple  greenmail  or  a  full-fledged 
takeover  results.  In  greenmail,  only 
the  greenmailer  wins.  What  are  Ja- 
cobs' intentions?  At  the  moment, 
they're  known  only  to  him.— TJ. 


Acres  of  axles 

New  auto  and  truck  sales  have  flat- 
tened; the  farm  vehicle  market  is 
dead.  Bad  news  for  suppliers  to  these 
industries,   like  Dana  Corp.,  which , 
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produces  things  like  axles  for  those 
industries  to  the  tune  of  $3.6  billion 
in  1984.  But  Joseph  Phillippi  of  E.F. 
Hutton  is  recommending  Dana  at  25. 

Why?  "Over  the  last  18  months 
margins  have  steadily  improved," 
says  the  analyst  of  the  Toledo-based 
j  company.  "Considering  the  tremen- 
dous downward  pricing  pressure  from 
Dana's  customers,  that's  pretty 
darned  impressive."  Phillippi  also 
likes  the  fact  that  in  the  face  of  a 
downturn,  Dana  has  negotiated  good 
long-term  contracts  with  Mack 
Trucks,  Ford  and  GM.  In  Mack's  case, 
this  will  mean  as  much  as  $100  mil- 
lion of  new  sales  in  1985.  Dana  will 
pick  up  additional  volume  as  the  new 
Isupplier  of  front  and  rear  axles  to  In- 
ternational Harvester  trucks. 

Finally,  45%  of  Dana's  business  is 
replacement  parts,  where  it  has  15% 
annual  unit  growth.  Next  year  Phil- 
lippi estimates  Dana's  earnings  will 
be  up  around  20%,  to  $4.10  a  share. 
So,  at  recent  prices,  it  sells  for  a  P/E  of 
ionly  6  times  his  1985  estimate.  Phil- 
i  ippi  sees  at  least  33%  in  the  stock 
hver  the  next  year. — T.J. 

Wall  to  Wall  bargain? 

!wck  of  takeover  and  greenmail  plays? 
Here's  something  refreshing:  an  ana- 
lyst who  likes  a  stock  for  its  own 
f.ake.   Analyst   Pamela   Singleton   of 
Merrill  Lynch  is  high  on  Shaw  Indus- 
tries, which  does  about  a  half-billion 
Hollars  a  year  worth  of  tufted  carpets, 
tihaw,  headquartered  in  Dalton,  Ga., 
hided  its  June  1984  fiscal  year  with 
1)2.70  in  earnings  per  share,  nearly 
louble  the  previous  year.  Over  the 
last  year,  it  has  outpaced  the  carpet 
Industry  in  shipments  and  profitabil- 
ity— no  mean  feat,  as  the  competition 
includes  practically  every  major  tex- 
,ile  and  flooring  manufacturer. 

Yet  the  8.5  million  shares  still  sell 

;or  about  18  on  the  Big  Board — a  P/E 

H  only  5lA  times  the  $3.25  Singleton 

'hinks  Shaw  will  earn  by  June  1985. 

:.ingleton  is  impressed  by  the  strong 

distribution     system — 150     salaried 

salesmen,  30  field  managers  and  11 

Warehouses — the  company  has  built. 

-haw  has  aggressively  gone  after  the 

fastest-growing  segment  of  the  mar- 

I  jtet,  small  carpet  retailers  that  operate 

■ne  or  two  stores — people  who  don't 

ry  to  squeeze  the  last  dime  out  of  the 

lanufacturer.  Singleton  thinks  these 

jhares  should  be  selling  for  at  least 

he  multiple  of  a  furniture  company — 

urrently  a  P/E  of  7  times  calendar 

985  earnings.  This  would  produce  a 

26  stock,  more  than  40%  higher  than 

s  current  price. — T.J. 
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Announcing  the 
second  volume 
of  The  Forbes 
Scrapbook  of 
Thoughts  on 
the  Business 
of  Life. 


Here  is  the  long-awaited  second 
volume  of  over  3,500  jewels  of 
wisdom  and  inspiration  from 
the  "Thoughts  on  the  Business 
of  Life"  pages  of  Forbes  maga- 
zine. If  you  have  cherished  the 
original  volume  as  a  constant 
friend,  you  will  certainly  want 
Volume  2.  In  matching  binding. 
Price  $14.95. 


SPECIAL  OFFER! 

Two  volume  set 

in  blue  cloth  slipcase. 

You  receive  the  original  volume  of 
500  pages  and  the  new  volume  of 
500  pages  in  matching  gold  and 
blue  binding  plus  a  slipcase  covered 
in  blue  cloth  for  only  $24.95 
(Regular  price  per  volume  $14.95). 


Forbes 

□ 


DEPT.  T,  60  FIFTH  AVE .,  NEW  YORK,  NY  10011 


Send  me  Volume  2  of 
The  Forbes  Scrapbook 
of  Thoughts  on  the 
Business  of  Life.  My 
check  for  $14.95  is 
enclosed. 


□ 


Send  me  the  boxed  set 
of  both  volumes.  My 
check  for  the  special 
price  of  $24.95  is 
enclosed. 


SHIP  TO . 


PLEASE  PRINT 


ADDRESS 


CITY^ 


STATE 


ZIP_ 


□  Send  me  the  original  first  volume  only.  My  check  for  $14.95  is  enclosed. 

All  prices  include  postage  and  handling  charges. 
Please  add  appropriate  sales  tax  on  New  York  State  orders  and  other  states  where  applicable. 
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The  1  million  shares  of  General  Electric 
stock  owned  by  Henry  Hillman  is  by  no 
means  the  most  interesting  thing  about 
him.  Consider  how  he  has  expanded  a 
family  fortune  by  radically  redeploying  it. 

The  quiet 
billionaire 


By  Gary  Slutsker 


IF  they  made  a  sitcom  about  Pitts- 
burgh's Henry  Hillman  and  his  fi- 
nancial empire,  there's  a  good 
chance  nobody  would  watch.  J.R.  Ew- 
ing  he  is  not.  Unless  you  live  in  Pitts- 
burgh, you  have  probably  never  heard 
of  Henry  Hillman.  If  he's  not  J.R.  Ew- 
ing,  neither  is  he  T.  Boone  Pickens  or 
Saul  Steinberg  or  Irwin  Jacobs.  Henry 
Hillman  goes  about  his  work  quietly, 
and  he  employs  no  press  agents. 

So  you  probably  didn't  know  that 
this  Pittsburgher  was  backing  lever- 
aged buyouts  back  when  most  Wall 
Streeters  didn't  know  what  an  LBO 
was.  You  didn't  know  that  he  and  his 
family  possess  a  fortune  of  $1  billion 
or  more.  In  fact,  Forbes,  in  its  latest 
list  of  the  400  richest  Americans, 
probably  underestimated  his  wealth 
by  one-half.  Henry  Hillman  is  a  reti- 
cent man  who  last  talked  to  a  national 
publication  (Forbes)  in  1969  and 
agreed,  only  reluctantly,  to  talk  to  us 
again  last  month.  As  he  put  it  in  1969, 
and  still  feels:  "It's  easier  to  operate 
without  getting  your  name  in  .the  pa- 
pers or  Forbes  magazine  or  anyplace 
else." 

The  Hillman  family  fortune  is  an 
old  one.  It  dates  to  the  robber  baron 
days  of  the  late  19th  century  and  grew 
during  the  Great  Depression.  But  its 
present  investments  bear  almost  no 
resemblance  to  those  Henry  Hillman 
inherited.  Almost  alone  among  the 
old  fortunes,  it  is  still  run  by  a  scion  of 
the  family — and  run  exceedingly  well. 
If  the  glamour  magazines  and  the  gos- 
sip columns  don't  know  him,  the  top 
people  in  business  do.  He  sits  on  the 
boards  of  four  major  corporations: 
PNC  Financial  Corp.  (parent  of  Pitts- 
burgh National  Bank),  General  Elec- 
tric, Cummins  Engine  and  Chemical 
New  York. 


Hillman  is  self-assured  in  a  quiet, 
calm,  almost  placid  way.  But  beneath 
the  handsomely  self-deprecating  exte- 
rior there  dwells  the  same  kind  of 
shrewdness  and  boldness  that  made 
his  less  polished  father  rich.  Hillman 
may  have  inherited  a  fortune  from  his 
father,  but  he  has  put  it  to  work  in 
ways  his  father  never  dreamed  about. 
As  a  director  of  General  Electric,  Hill- 
man has  been  an  active  voice  in  sup- 
porting management's  changes,  and 
he  recently  put  his  money  where  his 
mouth  is  by  quintupling  his  GE  hold- 
ings to  1  million  shares. 

Ask  Henry  Hillman  about  his  own 
business  and  he  will  as  often  as  not 
respond  with  a  curt  yes  or  no.  But  he 
expresses  his  philosophy  indirectly 
when  he  talks  about  his  admiration 
for  GE's  management:  "They  clearly 
have  this  concept  of  making  every 
part  of  their  business  be  either 
number  one  or  number  two  and  a  real 
earner  and  producer.  They  don't  mind 
making  some  of  the  tough  moves  that 
a  lot  of  people  would  have  thought 
could  never  happen,  such  as  GE  mov- 
ing out  of  small  appliances.  Or  even 
the  earlier,  bigger  move  of  getting  out 
of  the  computer  business,  which  I 
think  was  the  right  move  in  retro- 
spect. They  couldn't  do  everything." 

The  changes  at  his  family  company, 
The  Hillman  Co.,  have  been  so  dra- 
matic since  the  death  of  John 
Hartwell  Hillman  Jr.  in  1959  that  if 
the  offices  weren't  still  in  the  elegant 
but  understated  Grant  Building,  Hen- 
ry's father  would  scarcely  recognize 
the  place.  A  couple  of  years  ago  Henry 
even  sold  the  Grant  Building,  which 
his  father  built.  The  money  would  be 
more  fruitful  used  elsewhere. 

When  Hart  Hillman  died  he  left  the 
second-biggest  estate  in  Pittsburgh, 
exceeded  only  by  the  Mellons'.  But  it 
was  pure  old  smokestack  America. 


Henry  Hillman  began  to  diversify  ear- 
ly. Back  in  the  1960s  labor  problems, 
international  competition  and  overca- 
pacity began  to  slow  growth  at  the 
family's  publicly  held  Pittsburgh 
Coke  &  Chemical  Co.  Squarely  facing 
the  facts,  Hillman  started  selling  as- 
sets like  PC&C's  chemical  subsidiary 
as  early  as  1963.  Out  went  such  in- 
vestments as  the  iron  and  coke  divi- 
sion, the  cement  business  and  the  ac- 
tivated carbon  unit.  Nor  was  he 
trapped,  as  so  many  others  were  in  the 
1970s,  into  believing  that  coal  would 
make  a  great  comeback.  Today  coal  is 
a  tiny  part  of  the  entire  Hillman  port- 
folio. Of  his  late  father,  Henry  Hill- 
man says:  "I'm  sure  he's  turned  over 
in  his  grave  many  times  with  some  of 
the  things  we've  done." 

Hillman  began  looking  for  new  in- 
vestments. After  a  stint  in  the  late 
Sixties  as  a  mini-conglomerator,  he 
went  to  California,  where  he  heard  his 
venture  capitalist  friend  Tommy  Da- 
vis, former  partner  of  Arthur  Rock, 
was  looking  for  investors.  Davis 
wasn't  looking,  as  it  happened,  but 
Eugene  Kleiner,  a  founder  of  Fairchild 
Semiconductor,  was. 

Sanford  Robertson,  the  San  Francis- 
co investment  banker,  introduced 
Kleiner  to  Tom  Perkins,  Bill  Hew- 
lett's former  top  aide  at  Hewlett- 
Packard.  One  of  the  most  successful 
venture  capital  firms  was  born.  "He 
saw  correctly  what  was  happening  in 
Silicon  Valley  and  that  it  was  some- 
thing he  wanted  to  be  a  part  of,"  says 
Perkins.  With  his  solid  sense  of 
change,  Hillman  likes  to  remind  lis- 
teners that  Pittsburgh  was  the  Silicon 
Valley  of  his  father's  day — but  built 
on  steel  and  coal,  not  microchips. 

Hillman  anted  up  half  of  the  first 
$8.5  million  Kleiner  Perkins  fund  and 
has  been  the  firm's  largest  investor  in 
each  successive  fund,  including  the 
most  recent  $150  million  pool.  Hill- 
man hedged  his  bet  by  giving  money 
to  other  leading  venture  firms. 

As  his  knowledge  and  confidence 
grew,  Hillman  began  to  make  venture 
investments  directly.  One  such  in- 
vestment came  in  1975  when  Hill- 
man bought  167,000  shares  of  Tan- 
dem Computers  at  $3  a  share.  In  1981, 
by  the  time  he  received  his  share  of 
Kleiner  Perkins'  holdings,  Hillman 
held  stock  worth  more  than  $55  mil- 
lion for  which  he  had  paid  $1.2  mil- 
lion. Kleiner  Perkins  has  given  Hill- 
man an  average  annual  return  of  over 
50%  for  12  years. 

People  are  the  most  important  com- 
ponent in  a  Hillman  deal,  more  im 
portant  than  technology  in  venture 
capital  or  location  in  real  estate.  Once 
he  finds  the  right  person,  Hillman 
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Hillman  with  a  model  of  the  Philip  Johnson  office  tower  in  Boston  he  is  financing 
From  smokestacks  to  mini-conglomerates  to  venture  capital  funds. 


fwill  get  out  the  checkbook  and  then 
Ueave  him  alone.  "We  don't  believe  in 
{smothering  a  person  with  attention," 
the  says.  "We  don't  think  we  know  as 
(much  about  the  subject  as  he  does." 

In  Boston,  for  example,  Hillman  is 
'building  a  $414  million  twin-tower 
jPhilip  Johnson  showpiece  that  will  be 
Jthe  biggest  office  building  in  the  city. 
(Who  did  he  pick  to  be  his  developer? 
jOon  Chiofaro.  Who?  Chiofaro,  38,  is  a 
jformer  Harvard  football  captain  who 
[had  stayed  on  to  get  his  M.B.A.  The 
'$414  million  project,  called  Interna- 
|tional  Place,  was  Chiofaro's  first  ven- 
ture  as   an   independent   developer. 
Henry  Hillman  backs  people,  not  fi- 
nancial projections. 
\   It  took  a  similar  act  of  faith  for 
Hillman  to  back  a  couple  of  leveraged 
buyout  artists  in  1976,  when  the  tech- 
nique was  almost  unknown  and  the 
principals   were   even   less   so.    The 
arm — Kohlberg    Kravis    Roberts    & 
Co. — is  among  the  most  profitable  in 
ts  field.  KKR  recently  finished  raising 
\\  $1  billion  buyout  fund  to  which 
Hillman  contributed  $30  million. 

Henry  Hillman  delegates  the  pros- 
pecting work  to  staffers,  many  of 
vhom  are  rewarded  with  equity 
takes.  That  frees  him  to  make  invest- 
nent  decisions.  These  he  never  dele- 


gates; the  buck  stops  there.  Says  Hill- 
man: "Some  of  the  time  we've  been 
right,  and  some  of  the  time  we've 
been  wrong." 

One  of  the  places  he  went  spectacu- 
larly wrong  was  in  the  Ibis  Systems 
Corp.  The  California  startup  spent 
$50  million  before  getting  a  product 
to  market.  Hillman  says:  "We  certain- 
ly don't  claim  that  we  have  any  magic 
touch."  One  result  of  Ibis  and  other 
problem  investments  is  that  Hillman 
and  his  aides  are  beginning  to  play  a 
somewhat  more  active  role  in  ven- 
tures they  back.  "I  think  all  venture 
capitalists  are  paying  much  closer  at- 
tention on  the  day-to-day  basis,"  he 
says.  "Maybe  we  all  should  have  start- 
ed earlier." 

Obviously,  Hillman  invests  in  a  lot 
of  things  he  couldn't  possibly  have 
learned  about  from  his  father.  He  suc- 
ceeds because  of  his  knack  for  learn- 
ing. Because  of  his  immense  wealth 
and  his  intense  interest,  he  draws  the 
best  people  in  the  investment  com- 
munity. And,  of  course,  he  listens. 

A  good  illustration  of  how  this 
works  is  in  buyouts.  Hillman  took 
PC&C  private  through  a  series  of 
complex  machinations  starting  in  the 
Sixties.  But  he  didn't  start  experi- 
menting with  leveraged  buyouts  until 


the  mid-Seventies.  Under  the  expert 
tutelage  of  professors  from  such  re- 
spected institutions  as  Clayton  Dubi- 
lier  and  Gibbons  Green  &  Rice,  Hill- 
man's  early  learning  experiences  cov- 
ered mostly  small  deals,  like  the  $33 
million  buyout  of  Joseph  Magnin,  a 
specialty  retailer,  in  1977. 

He  graduated  to  bigger  deals,  like 
the  $100  million  buyout  of  Trailways, 
in  which  Hillman  took  a  63%  share. 
Once  he  felt  comfortable  with  large 
projects,  Hillman  took  Copeland 
Corp.  private,  a  company  in  which  he 
had  a  majority  interest  from  the 
PC&C  days.  Now  Copeland,  which 
makes  refrigeration  and  air-condition- 
ing equipment  and  has  sales  over  $500 
million,  is  one  of  the  few  assets  in  the 
portfolio  that  Hillman  says  isn't  for 
sale.  In  1981  Hillman  paid  $138  mil- 
lion for  the  64%  of  the  publicly  held 
shares  he  didn't  own,  and  Copeland 
became  the  largest  operating  com- 
pany under  the  Hillman  umbrella. 
Henry  Hillman  became  chairman. 

These  days  there's  so  much  under 
the  umbrella  that  Hillman  often  has 
to  strain  to  think  of  the  name  of  that 
promising  bioengineering  company 
he  likes,  or  that  real  estate  sale  in  the 
Pacific  Northwest.  He  leans  back  in 
his  chair  and  scans  the  giant  map  of 
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Financing  new  equipment  is 

one  thing.  Getting  quality 

financing  is  something  else. 


If  your  company  has  decided  to  take  advantage  of  advanced 
technology  by  investing  in  new  capital  equipment,  we  invite 
you  to  consider  our  "quality  financing." 

At  Litton  Financial,  equipment  financing  is 
our  primary  business.  By  concentrating  our 
professional  and  financial  resources  on  this  one 
important  service,  we're  equipped  to  be  more 
expert,  more  efficient  and  more  responsive. 

For  you,  this  means  working  with  a  finely- 
tuned  organization  that  can  accurately  focus 
on  your  current  and  future  equipment  financ- 
ing needs.  It  means  an  experienced,  knowl- 
edgeable eye  kept  on  factors  that  can  influence 
your  plans  and  strategies:  the  ever-changing 
complexities  of  business  and  technology;  the  impact  of  economic 
and  regulatory  forces;  the  opportunities  that  evolve.  It  means,  in 
other  words,  that  we  can  offer  you  financing  that  meets  the  highest 
standards  of  "quality." 

We  would  welcome  the  opportunity  to  concentrate  on  your 
equipment  financing.  Write  or  call  us  at  Litton  Financial  Services, 
Inc.,  Ten  Stamford  Forum,  RO.  Box  601,  Stamford,  CT  06904 
(203)  328-2700. 


Winston  Churchill  once 

described  the  level  of  quality  he 

expected  by  saying:  "I  am  easily 

satisfied  with  the  very  best'.' 


ffl 


Litton  Financial  Services,  Inc. 


the  U.S.  hanging  on  the  wall  of  his 
conference  room.  "I  keep  looking  at 
the  map,"  he  says.  "It  reminds  me  of 
what  I'm  talking  about." 

Hillman  clearly  enjoys  business  as 
much  for  the  intellectual  challenge  as 
for  the  money,  which  he  doesn't  need 
and  isn't  extravagant  with.  "This  is 
[lis  fun,  his  recreation,  his  interest," 
says  H.T.  (Toby)  Hilliard,  an  indepen- 
dent oil  and  gas  man  who  is  Hillman's 
jrother-in-law.  "He  just  enjoys — al- 
ways has  enjoyed — business." 

At  65,  Hillman  hasn't  slowed  down 
nuch.  He  had  to  switch  from  tennis 
o  golf  at  his  doctor's  request.  And  he 
lid  name  his  most  loyal  lieutenant, 
Zarl  Grefenstette,  president  of  The 
-hllman  Co.  after  more  than  30  years 


there.  For  now,  Grefenstette  is  as 
close  to  family  as  you  will  find  at  the 
company.  Henry's  wife,  Elsie,  is  too 
busy  with  politics  to  mix  with  the 
business.  Around  Democratic  Pitts- 
burgh, Elsie  Hillman  is  well  known  as 
an  active  and  outspoken  Republican 
Party  leader. 

None  of  their  four  children  yet 
works  for  dad.  Henry  Jr.,  33,  dropped 
out  of  college,  moved  to  Portland, 
Ore.  and  opened  a  restaurant.  Now 
he's  chairman  of  a  running-shoe  com- 
pany he  financed.  His  brother,  Bill,  30, 
an  accomplished  artist,  recently  took 
a  sabbatical  to  get  an  M.B.A.  at  Co- 
lumbia and  now  has  returned  to  his 
painting.  One  of  Hillman's  two  mar- 
ried daughters  lives  in  Pittsburgh,  the 


other  in  Paris. 

"I  fully  understand  what  they're  do- 
ing," says  Henry,  who  joined  the  com- 
pany in  1946  at  27.  "I'm  not  sure  I 
wouldn't  be  doing  the  same  thing."  If 
anyone  wants  to  bet,  though,  we'll 
wager  that  one  of  the  younger  Hill- 
mans  will  eventually  take  over.  What 
better  way  to  train  them  in  thinking 
for  themselves  than  to  let  them  go  out 
and  do  their  own  thing?  One  gets  the 
impression  he  would  like  his  children 
to  have  the  same  attitude  toward  him 
that  he  had  toward  his  father:  He 
clearly  respected  and  admired  his  own 
father,  but  had  the  confidence  and 
independence  when  the  time  came  to 
go  an  entirely  different  path.  To  the 
family's  great  profit.  ■ 


■ 

A    cnmnlintf    nf   TtiA    Hillman 
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Co.'s  investments 

Henry  Hillman   took  the   smokestack 

America  holdings  he  inherited  from  his 

father  and  turned  them  into  a  diversified 

portfolio  of  venture  capital  deals,  lever- 

aged buyouts  and  speculative  real  estate 
projects.  He  has  taken  the  family  fortune 

from  $300  million  in  1969  to  well  over 

Portfolio  holdings 

$1  billion  today. 

Investments  in  profes- 

sionally managed  venture  cap- 
ital pools  and  leveraged 

Real  estate 

buyout  funds  launched  Hill- 

Hillman is  one  of  the  na- 

man in  risky  deals,  and  he 

tion's  most  active  real  estate 

still  backs  these  funds.  He  also 

investors  and  developers, 

has  extensive  holdings  in 

through  its  wholly  owned  real 

public  companies. 

estate  companies  and  in 

Venture  capital  funds 

joint  ventures  as  equity  inves- 
tor. The  portfolio  contains 

Brentwood  Associates 

California 

40  properties. 

Carroll  Ridge  Business  Park 

California 

Cable,  Howse  &  Cozadd 

Washington 

Kleiner  Perkins  Caufield  &  Byers 

California 

Robertson,  Colman  &  Stephens 

California 

Venture  capital 

\s  the  nation's  most  active 
■  enture  capitalist,  Hillman 

Operating  companies 

sole  developer/investor 

Charles  Square 

Massachusetts 
sole  equity  partner 

nvested  more  than  $100 
nillion  in  startups  last  year. 

The  Hillmans  haven't  en- 
tirely abandoned  their  roots. 

International  Place 

Massachusetts 

T.A.  Associates 

Massachusetts 

the  portfolio  contains 

However,  throwbacks  like 

sole  equity  partner 

lbout  80  companies,  mostly 

Hillman  Barge  &  Construc- 

Leveraged buyout  funds 

n  high-tech  fields. 
tannics 

tion  Co.  now  occupy  a 
small  corner  in  their  portfolio. 

Office  tower 

Pennsylvania 
50%  equity  partner 

Clayton  Dubilier 

New  York 

California 

n-vitro  allergy  test  kits 

Copeland  Corp. 

Ohio 

Park  West  Properties 

Pennsylvania 

Gibbons,  Green,  van  Amerongen 

New  York 

•wns  30% 

londesin 
California 

emiconductor  R&D 
wns  25% 

refrigeration  equipment 
owns  100% 

sole  developer/investor 

Kohlberg  Kravis  Roberts  &  Co. 

New  York 

Publicly  held  stocks 

Edgewater  Corp. 

Pennsylvania 
forged  steel  nngs 

Post  Office  Pavilion 

Washington  D.C 
sole  equity  partner 

ienus  Inc. 

owns  100% 

Totally  owned  real  estate 

Chemical  Bank  NY  Corp. 

23,000  shares  held 

California 

emiconductor  manufacturing 

M.S.  Ginn 

Washington,  D.C. 

operating  companies 

Cummins  Engine  Co. 

equipment 

office  supplies  retailer 

Hillman  Properties  Inc. 

14, 100  shares  held 

wns  40% 

owns  100% 

Pennsylvan:  1 

General  Electric  Co. 

olaris  Computer 

aliiornia 

Texstar  Plastics 

Texas 

Hiilimn  Properties  West  Inc. 

Calitu- 1 

1  million  shares  held 

Ids  intelligence  to 
corporate  computer  terminals 

wns  33% 

manufacturing 
owns  100% 

Hayden  Corp. 

Hybritech  Corp. 

2.5  million  shares  held 

lacLeod  Laboratories 

alifornia 

Trailways  Corp. 

Texas 

Port  Sacramento  Land  Co. 

imia 

PNC  Financial  Corp. 

172,094  shares  held 

ansmus  in-ground  oil 
drilling  info  to  computers 
wns  30% 

bus  lines 
owns  63% 

Republic  Development  Co. 

■    ifiiornia 

Seeq  Technology  Corp. 

3.2  million  shares  held 
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Statistical  Spotlight 


Nobody  loves  you  when  you're  down  and 
out.  Unless  you  are  a  stock,  in  which  case 
the  canny  Dean  LeBaron  loves  you. 

The  tackier 
the  better 


By  Leslie  Pittel 


Dean  LeBaron,  president  of 
Batterymarch  Financial  Man- 
agement, is  a  contrarian's  con- 
trarian. Not  only  does  he  buy  stocks 
out  of  favor  with  the  analysts,  he  con- 
centrates on  those  at  the  very  bottom 
of  the  heap.  Instead  of  issues  the  ex- 
perts think  will  show  earnings 
growth,  he  deliberately  seeks  out  ones 
with  expected  low  growth. 


Why?  Simple,  says  LeBaron:  If  the 
prevailing  opinion  is  that  a  stock  will 
do  poorly,  then  it  has  absorbed  all  that 
pessimism  in  its  depressed  price. 
Even  if  the  pessimism  is  well  founded 
and  the  company's  earnings  turn  out 
to  be  wretched,  these  issues  should  at 
least  perform  as  well  as  the  market 
averages,  since  they  are  simply  doing 
as  anticipated.  But  anything  that  ex- 
ceeds those  expectations  pumps  up 
the  stock  price. 


LeBaron  believes  most  analysts 
tend  to  be  not  merely  pessimistic  but 
overly  pessimistic  about  stocks  at  the 
bottom  of  their  lists.  To  protect  them- 
selves, they  tend  to  set  earnings  pro- 
jections excessively  low.  The  result  is 
that  the  chances  of  these  pariahs'  do- 
ing better  than  expected  are  greater 
than  the  chances  that  they  will  do 
worse.  "Low-growth  stocks  are  most 
likely  to  have  favorable  earnings  sur- 
prises," LeBaron  says.  So,  as  a  group, 
low-growth  stocks  usually  outper- 
form the  market. 

Examples?  We  screened  the  3,000- 
stock  database  at  Lynch,  Jones  & 
Ryan's  Institutional  Brokers  Estimate 
System  (made  up  of  earnings  esti- 
mates from  2,000  analysts),  excluded 
utilities,  and  came  up  with  the  issues 
below.  All  are  expected  to  earn  less 
next  year  than  over  the  latest  12 
months.  In  addition,  they  all  have  pro- 
jected five-year  growth  rates  at  or  be- 
low their  industry  averages. 

Remember,  some  of  these  are  com- 
panies with  big  problems,  which  is 
why  the  analysts  are  down  on  them. 
In  most  cases,  the  gloomy  projections 
will  probably  be  on  target.  That 
means  you  can't  pursue  LeBaron's 
strategy  with  one  or  two  issues,  but 
only  with  a  sizable  portfolio.  The  two 
or  three  companies  that  may  con- 
found the  experts  are  the  key  to  this 
long-shot  investing.  ■ 


Against 

all  odds 

Analysts  expect  all  the  stocks  below  to 
lower  than  their  industry  average  over 

have  growth 
the  next  five 

years.  They  may  be  right.  But  if  they're  wrong,  these 
issues  could  easily  beat  the  market. 

Exch     Company/business 

Pr 

current 

Latest 

12  months 

EPS            P/E 

—EPS  estimate — 
5-yr 

1985        grrate 

Debt/ 
equity 

Yield 

52-week 
high      low 

n 

AMR/airline 

34 

41%-24'/4 

$6.45 

5.3 

$4.83 

13% 

125.3% 

_ 

0 

Am  Natl  Insurance/life  insurance 

28s/8 

30'k-21'/, 

3.64 

7.9 

3.53 

10 

1.6 

3.8% 

n 

CalFed/bank  holding 

15'/4 

23%-ll% 

3.14 

4.9 

2.81 

13 

1.5 

2.1 

n 

Cray  Research/computers,  software 

49  Vi 

59%-38'/2 

3.29 

15.0 

3.07 

27 

17.5 

— 

n 

Delta  Air  Lines/airline 

39'/i 

45%-27 

5.67 

7.0 

5.28 

14 

64.2 

1.5 

n 

Ford  Motor/autos 

44  V4 

5 1  v,-33 

16.19 

2.8 

15.28 

8 

22.6 

3.6 

n 

Gibraltar  Financial  Cal/savings  &.  loan 

8% 

ll'/s-  5% 

2.03 

4.2 

1.75 

13 

575.7 

— 

n 

L&N  Housing/real  estate  invest  trust 

25 

26%~22% 

2.90 

8.6 

2.70 

10 

0.0 

10.5 

n 

Nevada  Savings  &  Loan/savings  &  loan 

1  1  '/4 

14%-  8'/2 

2.13 

5.3 

1.90 

13 

247.0 

4.4 

n 

Occidental  Petroleum/integrated  petroleum 

28% 

35%-23% 

4.04 

7.1 

3.04 

8 

188.0 

8.7 

n 

Springs  lnds/textiles,  home  furnishings 

34 

401/4-30'/2 

4.64 

7.3 

4.44 

7 

9.7 

4.5 

a 

TransTechnology/acrospacc     ' 

12'/i 

19V4-11V4 

1.78 

7.0 

1.75 

15 

30.7 

4.5 

n 

USF&G/property,  casujlty  insurance 

26% 

30%- 17% 

2.53 

10.4 

1.65 

12 

0.0 

7.9 

n 

USAir  Group/airline 

32% 

35    -22 

5.09 

6.4 

4.92 

12 

63.5 

0.4 

n 

Whittaker/multicompany 

197/8 

22'/2-14% 

3.51 

5.7 

2.13 

6 

45.9 

3.0 

n 

Wynn's  International/auto  parts 

18'/4 

20'/2-16l/2 

2.69 

6.8 

2.58 

11 

19.1 

3.3 

n 

Zenith  Electronics/electronics 

21% 

38%-20 

2.99 

7.3 

2.96 

15 

25.7 

a:  American  Stock  Exchange,     n:  New  York  Stock  Exchange. 
Ryan;  Standard  &  Poor's  Stockpak  II  System;  Forbes. 

o.  over-the-counter 

Sources:  Institutional  Brok 

is  Estimate  System  ( IBES),  a  senice  of  Lynch,  Jones  & 
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The  Funds 


Here's  the  thing  for  the  lazy)  investor  on 
your  gift  list:  a  mutual  fund  that  will  invest 
in  other  mutual  funds. 

The  dumbest  idea 
in  years 


By  Robert  McGougb 

fWJ  HE    SPECTACULAR     COLLAPSE     of 

I  Bemie  Comfeld's  Fund  of 
|l  A  Funds  not  only  hurt  thousands 
:>f  investors;  it  also  bankrupted  an  in- 
vestment concept.  For  more  than  a 
•lecade  following  FOF's  nosedive  in 
Ihe  early  Seventies,  Wall  Street 
wouldn't  be  associated  with  the  idea 
;pf  pyramiding  mutual  funds  on  top  of 
me  another — that  is,  having  one  fund 
nvest  only  in  other  mutual  funds. 

But  the  "fund  of  funds"  concept  is 
ioming  out  of  reorganization.  At  least 
hree  funds  of  funds  are  in  the  works. 
Vhat  does  the  small  investor  get  for 
aying  somebody  to  choose,  not  his 
tocks,  but  the  people  who  will  man- 
ge his  stocks?  What  does  he  get  for 
ubmitting  to  not  one,  but  two  layers 
if  investment  fees? 

Not  a  great  deal,  because  if  an  in- 

festor  is  too  dumb  or  too  lazy  to  study 

good    mutual    fund    survey    (like 

pRBEs'  annual   survey),   he   or  she 

fould  do  well  to  keep  the  money  in 

he  bank. 

Unlike  individual  investors,  these 

pnds  of  funds  cannot  necessarily  re- 

pem,  or  buy  more,  at  the  drop  of  a 

Mephone  call  or  letter.  Federal  law 

knits  funds  of  funds  on  the  amount 

I  an  underlying  fund  that  they  can 

pquire  and,  in  some  situations,  how 

Jiickly  the  underlying  fund's  shares 

Mi  be  redeemed.  This  is  to  protect 

>e  underlying  fund  from  being  forced 

)  liquidate  its  investments  at  fire- 

)le  prices.  Individual  investors  usu- 

!ly  don't  have  to  worry  about  upset- 

>tig  a  fund  with  a  redemption  order, 

Ut  another  fund  might  have  to. 

Despite  these  hurdles,  one  fund  is 

ready  accepting  investors'  money. 

indTrust,  a  no-load  fund,  is  run  by 


FundTrust's  Michael  Hirsch 
Overcoming  the  lethargy  effect. 

Michael  Hirsch,  vice  president  of  Re- 
public National  Bank  of  New  York. 
Hirsch  has  been  offering  portfolios  of 
mutual  funds  in  his  bank's  invest- 
ment management  department  since 
1975  (Forbes,  Oct.  10,  1983). 

FundTrust  offers  four  portfolios:  ag- 
gressive growth,  growth,  growth  and 
income,  and  fixed  income.  The  ag- 
gressive growth  portolio,  for  example, 
is  usually  invested  in  10  or  12  funds. 
Recently,  50%  of  the  assets  were  in 
aggressive  growth  funds,  30%  in  con- 
servative growth  funds  and  20%  in 
high-yielding  bond  funds,  on  a  bet 
that  interest  rates  won't  go  up. 

"We  will  overcome  the  lethargy  ef- 
fect," says  Hirsch — the  tendency  of 
fund  shareholders  to  hold  on  to  under- 
performing  funds  too  long.  How  can 
he  time  better  than  individual  inves- 
tors? Hirsch  spends  a  lot  of  time  inter- 
viewing fund  managers,  and  picks 
only  funds  with  performances  in  the 
top  half  for  three  years  running.  He 


also  tries  to  pick  winners  by  turning 
economic  forecasts  into  performance 
projections  for  various  stock  and  bond 
market  segments.  "If  I'm  comfortable 
with  asset  allocation,  why  should  we 
let  them  do  it?"  he  asks.  "Asset  allo- 
cation," of  course,  is  the  current  eu- 
phemism for  market  timing. 

The  proof  of  the  pudding?  Hirsch's 
results  have  been  respectable  but 
nothing  to  crow  about.  Since  1975,  his 
growth  and  income  trust,  precursor  to 
the  growth  and  income  fund,  beat  a 
broad  index  of  stocks  and  bonds,  but  it 
fell  slightly  behind  the  S&P's  500. 

Another  proposed  fund,  Market 
Trends  Fund,  managed  out  of  Tor- 
rance, Calif.,  is  explicitly  designed  for 
market  timing.  For  this  service,  cus- 
tomers will  pay  Market  Trends  an 
8.5%  sales  load  and  a  0.75%  annual 
management  fee.  "Voodoo  invest- 
ment," says  Columbia  University 
Professor  Charles  Wolf  of  market  tim- 
ing. Market  Trends  may  have  a  diffi- 
cult time  getting  the  exemptions  it 
needs  from  some  SEC  rules.  The  agen- 
cy barely  approved  a  much  more  con- 
ventional fund  of  funds  from  Van- 
guard Group. 

Vanguard's  Special  Tax-Advan- 
taged Retirement  Fund  claims  it  will 
be  available  at  virtually  no  additional 
expense  to  investors.  Despite  the 
name,  there  is  nothing  special  about 
the  tax  advantage,  which  is  that  IRA 
investors  can  buy  this  fund — as  they 
can  almost  any  other  fund.  STAR  of- 
fers a  balanced  portfolio  of  60%  -to- 
70%  equities  and  30%-to-40%  fixed- 
income  investments. 

STAR'S  underlying  funds  would  be 
selected  from  the  Vanguard  family. 
Two  of  the  five  SEC  commissioners 
found  it  objectionable  that  STAR 
would  share  some  directors  with  the 
underlying  funds.  "I  don't  think  it's  in 
the  public  interest  simply  to  have 
more  products,"  says  Commissioner 
James  Treadway,  who  voted  against 
exempting  STAR  from  some  invest- 
ment limitations,  such  as  a  rule  that  a 
fund  can  put  no  more  than  5%  of  its 
own  assets  in  any  one  other  fund. 

Think  about  it.  What  with  fees  and 
expenses,  most  smaller  funds  already 
charge  about  $1  per  $100  per  year. 
Add  to  that  another  50  cents  or  so  for 
the  fund  picker  (except  for  Vanguard, 
which  says  it  won't  charge  extra  fees 
for  the  additional  structure),  and  you 
are  probably  giving  away  at  least  30% 
of  the  income  to  the  managers. 

Nobody  has  offered  one  yet,  but 
someday  investors  might  get  treated 
to  what  an  SEC  attorney  once  sarcas- 
tically proposed  as  a  "fund  on  funds 
on  funds."  Ah,  but  where  are  the  cus- 
tomers' yachts?  ■ 
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This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  any  of  these  Securities. 

The  offer  is  made  only  by  the  Prospectus. 


Oce-uan  der  Grinten  N.  V 

1,000,000  American  Depositary  Shares 

Representing 

200,000  Ordinary  Shares 


Price  $15%  an  American  Depositary  Share 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  from  the  undersigned 
in  compliance  with  the  securities  laws  of  such  State. 


MORGAN  STANLEY  &  CO. 

Incorporated 


November,  1984 


am 


Capital  Markets 


Everybody  worries  about  what  the  Trea- 
sury tax  plan  would  do  to  their  cozy 
arrangements.  Here  are  the  good  things. 

THE  TAX  PLAN 
AND  LOWER  RATES 


MONEY  &  INVESTMENTS 


By  Ben  Weberman 


Unlike  the  instant  cynics  who  say  it 
hasn't  a  chance,  I  take  the  Trea- 
sury's tax  reform  seriously.  It  will 
have  ups  and  downs  and  be  amend- 
ed and  grandfathered  half  to  death 
before  it  becomes  law.  But  what 
will  emerge  has  an  excellent  chance 
of  bearing  at  least  a  passing  resem- 
blance to  the  flat  tax  most  favor  but 
have  despaired  of  achieving. 

It  will  probably  take  a  year  or 
more  to  work  its  way  through  the 
legislative  process,  but  chances  are 
the  Treasury  plan  will  lead  to  a  tru- 
ly simplified,  and  fairer,  tax  system. 
And  there  are  enough  plums  tucked 
into  the  new  proposal  to  make  it 
palatable  to  a  lot  of  politicians. 

The  Treasury  has  not  been  as 
dumb  as  many  people  seem  to  think 
it  is.  Note  how  the  proposals  are 
tilted  toward  breaks  for  the  individ- 
ual voter  while  raising  taxes  for 
many  corporations,  which  do  not 
vote.  Politically,  that  makes  a  lot  of 
sense,  no  matter  how  threatening  it 
may  be  to  heavy  industry  and  to 
those  who  make  a  nice  living  play- 
ing the  tax  angles. 

Nor  can  the  liberal  press  label  it  a 
tax  giveaway  to  the  rich.  Remem- 
ber, two-thirds  of  all  taxpayers  do 
not  itemize  deductions,  and  these 
"little  people"  would  pay  less, 
while  the  upper-income  minority 
would  pay  more.  Significantly,  lib- 


Sew    Weberman    is   economics   editor   of 
Forbes  magazine. 


erals  such  as  Representative 
Charles  Rangel  (D-N.Y.),  whose 
Manhattan  district  includes  Har- 
lem, are  supporting  the  proposals. 

Against  this  growing  support, 
there  is  the  expected  knee-jerk  reac- 
tion from  the  securities  industry, 
which  doesn't  want  to  give  up  the 
20%  capital  gains  tax.  Nor  does  it 
want  to  lose  any  more  of  its  lucra- 
tive trade  in  tax-advantaged  "in- 
vestments." Wall  Street  is  being 
shortsighted — not  for  the  first  time. 
True,  the  Treasury  proposal  would 
tax  capital  gains  as  ordinary  income 
at  rates  up  to  35%.  But  even  at  the 
higher  rate,  the  tax  won't  necessar- 
ily be  as  heavy  as  The  Street  seems 
to  think. 

Why?  Because  investments 
would  be  indexed  for  inflation.  For 
example,  assuming  4%  annual  in- 
flation, a  security  that  originally 
cost  100  would  have  a  tax-basis  cost 
without  compounding  of  112  after 
three  years.  If  it  were  selling  in  the 
market  for  120,  say,  the  taxable 
profit  would  be  only  8  points  in- 
stead of  20,  and  the  tax  at  the  rate  of 
35%  would  actually  be  less  than 
now.  This  would,  of  course,  put  a 
damper  on  the  in-and-out  trading  so 
beloved  of  commission-hungry 
brokers,  but  it  would  encourage 
long-range  equity  investing. 

Indeed,  the  plan's  approach  to  in- 
flation, not  only  with  capital  gains 
but  also  with  interest  income,  is 
one  of  its  most  important  parts.  A 
taxpayer  would  report  as  income 
only  that  part  of  his  interest  receipts 
that  exceeds  the  inflation  bite  on 
his  principal  over  the  real  interest 
rate.  In  a  year  of  high  inflation  he 
would  have  to  pay  little  tax  on  his 
interest  earnings.  Assuming  a  6% 
real  return  in  a  year  of  low  inflation, 
say  4%,  40%  of  interest  income 
would  be  considered  tax-free;  thus 
on  $3,000  of  interest  only  $1,800 


would  be  taxable. 

At  a  top  tax  rate  of  35%  this 
would  mean  taxes  of  only  $630  on 
the  $3,000.  Under  present  tax  law,  a 
top-bracket  taxpayer  would  have  to 
pay  $1,500  in  federal  income  taxes 
on  the  same  amount  of  income. 
Thus  his  aftertax  return  would  rise 
from  $1,500  to  $2,370— a  50%  im- 
provement. Put  differently,  a  12% 
coupon  would  yield  almost  9.5% 
after  taxes  in  take-home  money  to  a 
bondholder.  You  can't  argue  with 
9.5%  aftertax. 

The  other  side  is  that  a  corre- 
sponding part  of  the  interest  pay- 
ment is  no  longer  deductible  to  the 
corporation  paying  the  interest. 
Take  again  that  12%  coupon  bond 
in  a  4%  inflation  period.  Based  on 
Treasury  tables  that  assume  the 
constant  6%  real  interest  rate,  the 
corporation  could  deduct  only  7.2 
percentage  points  worth  of  interest 
from  its  taxable  income.  The  bot- 
tom line  there  is  that  the  real,  after- 
tax cost  of  borrowing  would  rise  for 
businesses.  That  would  be  a  bloody 
blow  to  the  leveraged  buyout  and 
acquisition  dealsters  who  make 
their  livings  using  borrowed  money 
to  buy  up  equity  capital.  Who  would 
weep  for  these  people? 

To  keep  the  middle  class  from 
hating  the  proposed  reform,  the 
home  mortgage  deduction  would  re- 
main, except  for  second  homes.  But 
mortgage  lenders  would  be  able  to 
take  the  fractional  deduction  for  in- 
terest revenues,  gaining  some  pro- 
tection against  the  bite  of  inflation 
on  their  portfolios  and  making 
them  more  willing  to  lend  at  rea- 
sonable rates.  Thus,  the  plan  could 
bring  down  interest  rates. 

As  the  case  for  tax  reform  and 
simplification  draws  more  adher- 
ents, it  will  become  obvious,  too, 
that  U.S.  Treasury  obligations  are 
becoming  more  attractive.  As  this  is 
written,  those  issues  maturing  in 
five  years  and  beyond  yield  11.5% 
or  more.  At  current  inflation  rates 
and  assuming  something  like  the 
Treasury  plan  passes,  they  would 
return  an  aftertax  yield  of  9%.  How 
can  anything  beat  that? 

How  much  of  the  Treasury  plan 
will  emerge  at  the  other  end  of  the 
legislative  process?  I  don't  know, 
and  neither  does  anybody  else.  But 
its  chances  are  far  from  hopeless, 
and,  for  most  of  us,  this  is  a  darned 
good  thing.  ■ 
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The  Big  Portfolios 


Trusting  their  gut  rather  than  the  stan- 
dard economic  indicators,  a  lot  of  smart 
money  pushers  are  in  a  bullish  stance. 

OFFENSIVE  ACTION 


MONEY  &  INVESTMENTS 


By  Susan  Lee 


For  almost  a  year  money  runners 
have  been  bad-mouthing  technolo- 
gy stocks.  Sour  grapes  in  good  part, 
because  so  many  of  them  were 
mauled  by  the  group.  Technology 
stocks  were  one  of  1984's  mega- 
losers,  leaving  managers  who  didn't 
off-load  big  positions  (and  some 
who  did)  with  disastrous  perfor- 
mance records.  Distaste  was  so  rife 
that  otherwise  high  rollers  refused 
to  look  at  the  quotes.  They  didn't 
even  want  to  hear  the  word.  But 
now,  well,  now  the  chat  is  chang- 
ing. Some  of  the  money  pushers  I 
talk  with  are  making  noises  about 
getting  back  into  technology.  (And 
those  who  hung  in  there  sound  less 
defensive.  Says  Dave  Williams  at 
Alliance  Capital,  "Sure,  I  suffered, 
but  I'm  still  holding.") 

Some  recent  interest  is  based  on 
price.  Drops  of  70%  to  90%  for  qual- 
ity firms  with  sound  balance  sheets 
and  no  debt  are  enticing. 

But  beyond  cheapness,  a  few 
money  runners  who  don't  mind 
thinking  for  more  than  several  sec- 
onds at  a  stretch  see  more  funda- 
mental reasons  for  optimism. 
They're  figuring  the  economy  has 
reached  that  stage  in  the  business 
cycle  where  confidence  is  high 
enough  and  competition  tough 
enough  that  business  people  will  be 
willing  to  spend  money  on  cost-cut- 

Sasan  Lee  is  a  senior  editor  of  Forbes 
magazine 


ting  equipment.  They  expect  that 
high-tech  companies  will  benefit 
from  the  push  to  raise  productivity 
and  cut  costs  on  the  factory  floor. 

Okay,  but  which  high-tech 
stocks?  The  buzzword  is  selectivity. 
Money  managers  I  talk  with  tend  to 
favor  the  less  risky,  larger  capital- 
ization companies,  which  they  feel 
have  staying  power.  Or,  as  Ralph 
Tate  of  Aetna  Life  &  Casualty  puts 
it:  "We  are  looking  for  mature  com- 
panies, not  speculative  ones." 

Put  it  this  way:  The  hot  little 
stocks  have  mostly  had  their  day. 
What  folks  favor  today  are  compa- 
nies like  Advanced  Micro  Devices, 
a  maker  of  integrated  circuits — the 
fastest-growing  part  of  the  semicon- 
ductor industry.  Robert  Elliott  of 
Bessemer  Trust  says  AMD's  current 
high  inventory  will  evaporate  when 
the  economic  expansion  resumes. 

Other  semiconductor  companies 
rank  high  on  tech-stock  buy  lists, 
despite  1 1  months  of  dismal  indus- 
try statistics.  Again,  these  aren't 
startup  companies  with  an  idea  and 
rented  space.  We're  talking  outfits 
like  General  Instrument,  Motorola 
and  Texas  Instruments. 

A  contrarian  might  argue  that  it  is 
too  early  for  the  technology  stocks, 
that  any  rally  at  this  stage  could  be  a 
trap.  Maybe.  But  the  managers  I  see 
moving  into  the  stocks  aren't  the 
kind  who  fall  easily  into  bear  traps. 

While  the  money  pushers  are  feel- 
ing friendlier  toward  the  high-tech 
stocks,  they  are  beginning  to  cool 
on  certain  interest-rate-sensitive 
stocks.  When  rates  began  falling  in 
late  summer,  the  professionals 
started  gushing  about  thrifts,  (re- 
gional) banks,  utilities  and  insur- 
ance companies,  whose  fortunes — 
literally — depend  on  lower  rates. 
The  stocks  with  the  biggest  play 
have  been  the  thrifts  and  utilities, 
whose  prospects  improve  especially 


fast  with  declines  in  interest  rates. 
(Indeed,  utilities  were  one  of  the  few 
stellar  performers  in  1984.) 

Although  most  money  pushers 
expect  rates  to  continue  down,  at 
least  through  spring,  they're  fore- 
casting that  the  drops  won't  be  so 
large.  In  other  words,  the  easy  mon- 
ey has  been  made.  Time  to  prowl 
elsewhere. 

Accordingly,  some  of  the  trendier 
money  runners  are  shifting  their  at- 
tention to  consumer  durables.  Here, 
the  argument  goes,  lower  rates  can 
boost  business  because  consumer 
balance  sheets  are  in  good  shape  and 
the  banks  and  finance  companies 
are  ready  to  shovel  out  the  money. 
Aetna's  Tate,  for  example,  sees  good 
news  ahead  for  car  companies  like 
Subaru  of  America  and  Ford. 

Other  consumer  durables  compa- 
nies that  can  profit  from  lower  rates 
and  better  times  are  those  hooked 
into  housing — not  house  building 
but  house  fixing.  Most  particularly, 
companies  that  supply  homeowners 
with  do-it-yourself  stuff,  such  as 
Home  Depot,  which  operates  a 
chain  of  retail  warehouses  selling 
home  remodeling  paraphernalia. 

Scotty's  and  Color  Tile  are  two 
consumer  durables  companies  that 
look  mighty  interesting  to  Harvey 
Eisen  at  Integrated  Asset  Manage- 
ment. Scotty's,  a  Florida-based  re- 
tailer, provides  building  materials 
and  supplies  for  home  improve- 
ments. According  to  Eisen,  some 
downside  risk  has  been  limited  by 
the  13-d  filing  of  a  European  invest- 
ment consortium,  revealing  about 
20%  ownership.  Color  Tile,  a  chain 
of  retail  stores  selling  floor  and  wall 
tiles,  is  also  a  Sunbelt  firm  with 
some  13-d  interest  and  manage- 
ment that  has  done  stock  buybacks. 

So  what's  going  on  here?  On  one 
hand,  the  stock  market  is  soggy,  the 
economy  is  slowing,  and  worry 
about  the  deficit  is  filling  the  papers 
and  the  tube.  On  the  other  hand, 
some  big  money  managers  have 
started  weighting  their  portfolios  in 
technology  derring-do  and  consum- 
er durables — hardly  a  bearish 
stance.  Granted,  these  are  just  early 
pawings  from  a  few  bulls  and  hardly 
a  stampede.  Nonetheless,  most  of 
the  managers  I  talk  with  feel  up  for 
1985.  They  may  not  be  right,  but  if 
they  are  wrong,  they  are  wrong  in 
rather  impressive  company.  Happy 
New  Year!  ■ 
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Our  lakeland  paradise  awaits  you 


bur  own  vacation  land  on  the  fabulous  Lake  of  the  Ozarks 
1  Central  Missouri.  Right  in  the  heartland  of  America. 
\way  from  cities,  noise,  pollution  and  the  rat-race  of  the 
Workaday  world.  We  call  it  Forbes  Lake  of  the  Ozarks  .  .  . 
ibout  12,800  acres  of  scenic  paradise.  Not  for  everybody, 
put  maybe  for  you. 

|  The  Ozarks  region,  which  dominates  most  of  southern 
lissouri,  has  long  been  lost  in  the  legends  of  the  Osage 
lidians.  Now  that  the  magnificent  Truman  Lake  has  been 
ompleted,  it's  merely  a  matter  of  time  before  the  beauty  of 
lis  spectacular  recreational  area  attracts  vacationers  and 
sttlers  from  every  corner  of  the  continent. 
'  If  yours  is  a  family  of  water-sports  lovers — swimming, 
oaring,  fishing,  water-skiing — it's  hard  to  imagine  a  more 
ierfect  setting  for  you.  Forbes  Lake  of  the  Ozarks  is  nestled 
it  the  headwaters  of  the  big  Lake.  Here  it  almost  kisses 
ruman  Lake  on  the  west,  then  winds  eastward  through 
lands  of  hickory  and  oak  for  over  90  miles  to  the  bustling 
ub  of  the  summer  resort  area  at  Bagnell  Dam. 
j  Forbes  Inc.,  publishers  of  Forbes  Magazine,  through  its 
'ibsidiary,  Sangre  de  Cristo  Ranches  Inc.,  is  offering  the 
ipportunity  of  a  lifetime  for  you  to  acquire  one  or  more 
:res  of  our  choice  Missouri  land  among  the  breathtaking 
hills  'n'  hollers"  country  of  the  Lake  of  the  Ozarks. 

Forbes'  private  park  is  the  ideal  place  to  build  a  second 
ome  .  .  .  that  special  place  where  you  may  now  or  one 

y  choose  to  retire.  Here  among  the  friendly,  down-home 


folks  who  have  made  Missouri  famous  for  its  hospitality. 
These  are  salt-of-the-earth  people  who  are  pleased  to 
welcome  good  neighbors  to  their  easygoing  way  of  life. 

There's  no  better  time  than  right  now  to  find  out  if 
Forbes  Lake  of  the  Ozarks  is  the  place  for  you.  All  our 
homesites,  including  lake  front  and  lake  view,  will  be  a 
minimum  size  of  one  acre — ranging  to  over  three  acres. 
Cash  prices  start  at  $6,000.*  One  or  more  acres  of  this 
incredibly  beautiful  lakeland  can  be  yours  for  the  modest 
payment  of  $60  per  month,  with  easy  credit  terms  avail- 
able. 

For  complete  information,  including  pictures,  maps  and 
full  details  on  our  liberal  money-back  and  exchange  privi- 
leges, please  fill  in  the  coupon  and  mail  to:  Forbes  Lake  of 
the  Ozarks,  Box  157,  Warsaw,  Missouri  65355. 

*Prices  subject  to  change  without  notice. 


Forbes  Lake  of  the  Ozarks 


Box  157,  Warsaw,  MO  65355 
I 

|  Without  obligation,  please  send  me  more 

information  on  Forbes  Lake  of  the  Ozarks. 


PLEASE  PRINT 


Name- 


I      Address^ 
I 


Cii  .State/Zip 
Telephone- 


Preference:    □  $6,000    D  $7,500    □  Higher 


:j 


btain  the  Property  Report  required  by  Federal  law  and  read  it  before  signing  anything.  No  Federal  agency  has  judged  the  merits  or  value,  if  any,  of  this  property. 

Not  an  offer  or  solicitation  in  those  stales  where  ihe  property  is  not  registered.  Equal  Civ.l.i  ,,nd  Homing  Opportunlly.     NJACB100 -1I8SM0         NM83-351         AD83LR80I         11-84-106         MI-83-240        OL000362-A 


Stock  Trends 


MONEY  &  INVESTMENTS 


Investors  can  count  on  the  selfishness  of 
various  interest  groups  to  soften  any 
major  impact  of  the  proposed  tax  bill. 

RUMPUS  RUMORS 


By  Ann  C.  Brown 


The  earth  beneath  Wall  Street  regis- 
ters 9.5  on  the  quaking-in-their- 
boots  scale  as  the  movers  and  shak- 
ers fear  the  President  will  get  most 
of  what  he  asks  for.  Most  worrisome 
is  the  fate  of  the  capital  gains  tax. 
Next  most  worrisome:  the  part  that 
hits  fast-growing  company  earnings 
by  disallowing  the  deductibility  of 
those  very  items  that  help  make  the 
companies  fast-growing.  Also  wor- 
risome: where  the  government 
would  freeze  most  of  its  purchases 
of  goods  and  services.  After  all, 
Uncle  Sam  is  about  everyone's  big- 
gest and  best  customer. 

The  fact  that  Mr.  Reagan  and  col- 
leagues might  put  their  spending- 
cut  proposals  into  one  humongous 
package  has  scared  many  individual 
and  most  institutional  investors 
into  a  state  of  temporary  paralysis. 
To  them,  such  an  omnibus  bill  is  an 
ominous  bill,  with  negative  impli- 
cations for  their  portfolios.  Right 
now  the  calculators  and  number- 
crunchers  are  hard  at  work  comput- 
ing the  damage  that  could  be  done. 
So  far,  the  amber  screens  are  signal- 
ing trouble  for  any  company  that  is 
currently  benefiting  from  acceler- 
ated depreciation,  investment  tax 
credits  and/or  hefty  R&D  deduc- 
tions. In  other  words,  just  about  ev- 
ery major  listed  company. 

Ann  C.  Broun  is  chief  executive  officer  of  the 
equity  advisory  and  portfolio  management 
firm  of  AC.  Broun  &  Associates. 
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The  next  several  months  will  be 
filled  with  rumors,  whispers  and 
unconfirmed  reports  from  unidenti- 
fied sources.  However,  I'm  counting 
on  the  proven  selfishness  of  busi- 
ness special-interest  groups  not  to 
let  the  geese  kill  the  golden  eggs 
that  have  helped  restore  and  in- 
crease corporate  productivity  and 
profitability.  Aiding  the  cause  will 
be  the  supply-siders,  who  will  lobby 
loudly  for  the  continuance  of  favor- 
able business  conditions  to  help  the 
country  "grow  its  way  out"  of  the 
deficit.  The  final  bill(s)  will  likely 
contain  a  few  zingers,  cutting  out 
the  most  blatant  excesses  and  right- 
ing some  obvious  long-standing 
wrongs.  But,  for  the  most  part,  I 
expect  the  revisions  to  be  moderate 
and,  more  important,  gradual.  The 
November  vote  was  a  mandate  from 
the  American  people  to  keep  things 
much  as  they' are.  Changes  will  be 
made  the  Grecian  Formula  way — 
slowly.  Wherever  possible,  any- 
thing painful  will  be  postponed  un- 
til after  the  1986  elections. 

Given  the  certainty  of  above-av- 
erage uncertainty,  it  looks  as  if 
1985  may  see  a  continuation  of 
investor  preference  for  comfy,  fa- 
miliar-name, larger-capitalization 
stocks  with  relatively  low  P/E  ra- 
tios, as  opposed  to  high-risk,  high- 
multiple,  little-known  o-t-c  fliers. 
The  investment  climate  seems  to 
have  joined  politics  in  a  move 
toward  conservatism.  Gone  is  the 
speculative  frenzy  of  1982-83.  It 
disappeared,  probably  in  large  part, 
because  of  the  fact  that  inflation 
has  been  brought  down  and  is  stay- 
ing down.  For  some  time  now  gold 
and  a  host  of  other  commodities 
have  been  on  the  skids.  Real  estate 
values  are  up  for  new  construction, 
but  many  older  houses  and  office 
buildings  go  for  prices  well  below 
those  of  a  few  years  ago. 


In  the  stock  market,  increased 
attention  is  being  paid  to  such 
unglamorous  things  as  quality  of 
earnings,  dividend  policies,  book 
value  and  debt  structure.  High  tech 
is  slow  tech  these  days,  with  more 
jockeying  for  market  share  than 
riding  high  on  new  product  intro- 
ductions. Not  long  ago  money 
managers  bought  stocks  not  know- 
ing what  the  companies  earned — or 
even  did.  Today  it  takes  bells  and 
whistles  to  interest  investors  in  a 
company  with  an  estimated  20% 
earnings-per-share  growth  rate, 
selling  at  7  times  next  year's  esti- 
mated earnings  and  with  a  history 
of  dividend  hikes  in  nine  out  of  the 
last  ten  years. 

One  such  company  is  Pitney  Bowes 
(33),  which  is  the  world's  number 
one  manufacturer  of  postage  me- 
ters. For  the  year  now  ending,  the 
company  is  estimated  to  earn  $3.55 
per  share.  Next  year  $3.90  to  $4 
looks  possible.  Helping  the  com- 
pany is  the  proliferation  of  small 
businesses.  Helping  the  stock  price 
would  be  a  bid  for  PBI  by  another 
company  eager  to  get  its  foot  in  al- 
ready opened  doors. 

American  Building  Maintenance 
(22)  has  feet  in  many  commercial 
doors  and  makes  a  tidy  income 
cleaning  up  after  the  rest  of  us. 
True,  a  janitorial  service  company 
isn't  the  stuff  of  which  investor 
dreams  are  made,  but  if  someone 
decided  to  use  ABM  as  a  vehicle  for 
introducing  other  office  services 
and/or  products,  the  stock  could 
double  overnight.  Even  if  nothing 
unusual  happens,  the  company  is 
attractive,  with  earnings  for  1984 
estimated  at  $2.35  per  share  and 
$2.65  for  1985.  In  1982  and  1983 
ABM  sold  for  over  $30  per  share. 
That's  50%  capital  appreciation  if 
the  stock  only  gets  back  to  those 
recent  highs. 

Gerber  Products  (25)  should  be  very 
happy  to  bid  farewell  to  1984.  Dur- 
ing the  past  year  there  were  not  one 
but  two  "glass-in-some-of-the- 
baby-food"  scares,  which  sent  the 
stock  sliding.  So  far,  earnings  have 
held  up  remarkably  well,  and,  for 
the  fiscal  year  ending  March  1985, 
Gerber  is  estimated  to  earn  $2.70 
per  share.  Fiscal  1986  should  see 
$3.15  per  share  or  more.  Assuming 
no  further  problems,  Gerber  could 
sell  for  around  $35  per  share  in  the 
next  12  to  15  months.  ■ 


FORBES,  DECEMBER  31,  19# 
■ 


L 


a  new  1^1  leader  in 
executive  readership 

According  to  the  latest  EBRS  survey  *  International  Management 
s  read  by  more  executives  than  Time,  Newsweek,  Fortune, 
Economist,  Harvard  Business  Review,  Business  Week, 
International  Herald  Tribune  or  Wall  Street  Journal  in  Europe, 
vlore  even  than  the  Financial  Times  outside  the  U.K. 

\nd  International  Management  reaches  the  executives 
fou  want  to  influence  more  cost  effectively. 


'1984  European  Businessman  Readership  Survey:  Research  Services  Ltd. 


INTERNATIONAL 

MANAGEMENT 


Innovative  management  strategies  from  around  the  world. 


McGraw-Hill  Building,  1221  Avenue  of  the  Americas,  New  York  NY  10020  Tel:  (212)  512  2027 


. 


S3 


By  Kenneth  L.  Fisher 


Growth  Stocks 


Companies  that  would  have  squeaked 
through  to  solvency  in  the  past  are  going 
into  Chapter  11.  What's  going  on  here? 

BIG  BLOOPERS 
OF  1984 


laughed  last.  Yet  the  suddenness 
surprised  even  him.  Only  58  days 
earlier,  accounting  giant  Peat  Mar- 
wick  signed  audited  financials 
showing  stockholders'  equity  mak- 
ing up  34%  of  total  assets,  and  a 
current  assets-to-liability  ratio  of 
1.1 — not  great,  but  hardly  immedi- 
ate bankruptcy  material. 

I  spent  the  next  weekend  review- 
ing the  prior  decade's  bankruptcies. 
With  the  exception  of  the  freakish 
Johns-Manville  case,  I  couldn't  find 
a  single  bankruptcy  coming  on  the 
heels  of  such  strong  financials.  By 
past  standards  Charter  should  not 
have  gone  bankrupt.  Often  compa- 
nies were  allowed  to  have  current 
liabilities  exceeding  current  as- 
sets— and  still  the  banks  kept  them 
alive.  But  not  Charter.  Why? 

Media  attention,  for  one  thing. 
The  Wall  Street  Journal  vigorously 
pursued  negative  news  on  Charter. 
This  negative  press  seemingly  cre- 
ated a  flood  of  Charter  insurance 
policy  redemptions,  generating  de- 
teriorating financials,  creating  still 
more  bad  news,  which  the  journal 
printed.  Finally,  citing  these  arti- 
cles, Charter's  oil  trade  creditors 
suddenly  became  unwilling  to  con- 
tinue extending  credit.  Chapter  11 
was  the  only  choice. 

There  is  a  pattern  to  a  stock's 
action  prior  to  bankruptcy.  For 
months  the  stock  moves  slowly 
lower.  Then  one  day  a  not  too  sig- 
nificant announcement  will  drop 
the  stock  about  30%  to  50%  within 
the  day.  At  that  point,  caution  is 
preferable  to  courage.  A  few  days  or 
weeks  later  comes  the  bankruptcy 
announcement,  which  tumbles  the 
stock  one  more  30%-to-50%  notch. 
From  there  it  goes  nowhere  for 
months  or  maybe  years.  Charter,  for 
instance,  has  traded  between  l'/2 
and  2'/2  since  April,  having  been  at 
1 1  only  weeks  before  bankruptcy. 
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Nineteen-eighty-four  was  not  a  ban- 
ner year  in  the  stock  market  but  it 
was  an  exceptional  year  for  me — 
exceptionally  bad,  my  worst  yet. 
But  one  learns  from  mistakes.  So, 
here  goes  a  dearly  learned  lesson: 

My  biggest  bloopers  were:  Charter 
Co.,  a  $12-to-$2  nosediver;  Storage 
Technology  plunged  50%  before  I 
sold  out;  System  Industries  dropped 
sharply  from  $9  to  $3. 

Charter  and  Storage  Technology 
both  went  into  Chapter  11.  While 
System  Industries  didn't,  it  came 
close.  What  happened?  How  can  fu- 
ture repeats  be  avoided? 

Charter  came  first.  I  was  bewil- 
dered at  its  sudden  crash  to  bank- 
ruptcy. Sure,  it  was  leveraged  and 
troubled,  but  management  seem- 
ingly understood  the  problems.  The 
company  had  sufficient  finances 
(just  barely)  to  buy  enough  time  to 
sell  or  close  the  unprofitable  oil  re- 
fineries and  insurance  businesses 
(beclouded  by  the  Baldwin-United 
debacle)  and  to  push  its  large,  profit- 
able oil  marketing  operations. 

The  bankruptcy  was  announced 
on  Friday,  Apr.  20.  I  was  stunned. 
Shorting  sharpshooter  Alan  Gaines, 
of  Gaines  &  Berland,  had  been 
screaming  for  months  that  Charter 
was   a   goner.    I    laughed,    but    he 
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Storage  Technology  also  got  nega- 
tive press  every  time  it  sneezed.  It, 
too,  had  financials  superior  to  his- 
toric bankruptcies.  Again,  bank- 
ruptcy descended  from  out  of  the 
blue.  When  larger  than  expected 
third-quarter  losses  toppled  Storage 
Tech  from  9  to  6  in  one  day,  I  recog- 
nized the  pattern  and  sold  out.  A 
few  weeks  later  the  bankruptcy 
came,  and  Storage  was  at  2lA. 

System  Industries  just  escaped 
bankruptcy.  Being  smaller  and  more 
obscure,  it  never  much  attracted  the 
media's  gaze.  When  this  computer- 
memory  manufacturer's  financials 
slowly  deteriorated,  its  bankers, 
Chase  Manhattan  and  BankAmer- 
ica,  became  increasingly  nervous. 
But  this  time  the  board  of  directors 
moved  in  advance  of  Chapter  11, 
replaced  the  chief  executive  and,  to 
calm  the  bankers,  raised  capital  at 
distressed  prices. 

Bankers,  disturbed  over  mounting 
loan  losses,  increasingly  are  ner- 
vous and  won't  renew  credit  for 
tioubled  companies  the  way  they 
once  did.  When  that  happens,  com- 
panies must  seek  Chapter  11  pro- 
tection. There  has  not  been  such  a 
sustained  gush  of  bankruptcies 
since  the  1930s.  What  is  interesting 
is  that  this  is  happening  during 
prosperity.  Why?  As  I  mentioned, 
media  attention  has  something  to 
do  with  it,  speeding  up  the  process. 

What  I  learned  from  my  mistakes 
was  that  in  this  new  world  of  ner- 
vous bankers  and  eager  journalists, 
the  threshold  of  bankruptcy  is 
much  narrower  than  it  formerly 
was.  Balance  sheet  tolerances 
must  be  tighter  than  before  (Forbes, 
Dec.  3,  p  273).  Companies  don't  go 
bankrupt  unless  they  have  a  lot  of 
debt.  I  also  learned  to  steer  away 
from  troubled  companies  where  the 
troubles  make  good  press. 

Having  digested  these  lessons,  I 
offer  some  buys  for  1985  in  unpop- 
ular and  depressed  stocks  but  with 
strong  balance  sheets  and  not 
much  chance  of  attracting  unfavor- 
able media  attention:  Wolverine 
World  Wide  (10)  is  the  nation's  lead- 
ing leather  tanner,  and  maker  of 
Hush  Puppies  shoes.  Unifi,  Inc.  (8) 
is  a  strong  supplier  to  the  polyester 
industry.  Murray  Ohio  (19)  is  a  lead- 
ing bicycle  maker  whose  tires  are 
spinning  now,  but  its  financials 
say  that  it  will  be  a  force  to  be 
reckoned  with.  ■ 
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Learning  to  live  with 
cancer  is  no  easy  task.  Learning 
to  live  with  someone  else's 
cancer  can  be  even  more 
difficult. 

Nobody  knows  better  than 
we  do  how  much  help  and 
understanding  is  needed.  That's 
why  our  service  and 
rehabilitation  programs 
emphasize  the  whole  family,  not 
just  the  cancer  patient. 

We  run  local  programs  with 
volunteers  who  are  recovered 
cancer  patients,  or  whose  lives 
have  been  touched  by  family 
members  or  friends  with  cancer. 
That's  what  makes  us  one  of  the 
largest,  best-motivated  and 
most  caring  of  any  health 
organization  in  the  country. 

Among  our  regular  services 
we  provide  information  and 
guidance  to  patients  and  their 
families,  transport  patients  to 
and  from  treatment,  supply  home 
care  items  and  assist  patients  in 
their  return  to  everyday  life. 

Life  is  what  concerns  us. 
The  life  of  cancer  patients.  The 
lives  of  their  families.  So  you 
can  see  we  are  even  more  than 
the  research  organization  we  are 
so  well  known  to  be. 
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Psychology  &  Investing 


Trends  always  go  to  extremes.  Just  as  the 
energy  and  computer  booms  ran  out  of 
steam,  so  will  today's  hot  field— food. 

HERE  COME  THE 
LEMMINGS  AGAIN 


By  Srully  Blotnick 


Dreams  change.  Not  so  long  ago, 
middle  managers  bitten  by  the  en- 
trepreneurial bug  headed  straight  to 
either  energy-related  or  computer- 
related  fields — first  one,  then  the 
other.  The  majority  of  middle  man- 
agers I  surveyed  in  1980  who  want- 
ed to  start  their  own  firms  expressed 
an  interest  in  founding  a  firm  in  the 
energy  field:  everything  from  oil 
and  gas  exploration  to  producing  in- 
expensive solar  panels. 

"The  thing  I  like  best  about  this 
area,"  a  sales  vice  president  at  a 
large  consumer  goods  company  told 
me,  "is  that  there  is  always  a  mar- 
ket for  your  product.  The  world 
needs  energy  just  to  get  to  work  in 
the  morning — unlike  another  brand 
of  toothpaste  to  add  to  the  150  al- 
ready out  there." 

The  logic  was  impeccable,  but  an 
executive  at  a  Louisiana  refinery  re- 
cently told  me:  "Right  now,  selling 
toothpaste,  instead  of  oil,  sounds 
pretty  good  to  me."  When  the  bot- 
tom fell  out  of  this  market,  another 
that  was  equally  appealing  soon 
took  its  place. 

By  the  fall  of  1982— with  the 
stock  market  roaring  and  business 
confidence  once  again  on  the  in- 
crease— oil  and  thoughts  of  making 
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a  fortune  from  selling  solar  panels 
were  out,  but  computers  were  in 
among  the  entrepreneurially  mind- 
ed managers  I  surveyed.  "Every- 
thing is  going  to  be  computerized 
eventually,"  a  sporting  goods  pro- 
duction supervisor  told  me.  "It  tick- 
les me  to  realize  that  every  comput- 
er that's  sold  makes  it  more  likely 
that  another  one  will  be." 

He  explained  that  he  was  refer- 
ring to  the  fact  that  companies,  like 
individuals,  want  to  "keep  up  with 
the  Joneses."  Therefore,  a  purchase 
by  one  firm  increases  the  chances 
that  a  competitor,  until  then  only 
thinking  about  it,  would  take  the 
plunge.  Also,  he  was  sure  that  "once 
people  start  using  these  things,  they 
can't  do  without  them.  There's  no 
going  back  to  your  old  typewriter. 
There  can  only  be  a  steady  increase  H 
in  the  number  of  computers  you  see 
everywhere." 

Here,  too,  the  logic  of  the  argu- 
ment was  impeccable.  What  it  over 
looked  was  that  so  many  outfits — 
large  and  small — would  enter  the 
field.  As  a  result,  it  soon  suffered 
the  same  excess  of  supply  that  the 
energy  industry  had.  As  an  engineer 
at  Digital  Equipment  put  it,  talking 
about  some  of  his  co-workers  who 
had  left  a  few  months  before  to  start 
a  small  computer  company:  "Some 
of  these  guys  are  so  happy  to  be 
making  computers,  they  aren't  real- 
ly paying  attention  to  the  economic 
realities.  Financial  success  means 
much  less  to  them  than  the  chance 
to  turn  gut  their  very  own  brand  and 
to  see  their  names  in  print." 

This  brings  us  to  the  present. 
Where  did  the  entrepreneurs  head 
in  1984?  More  important,  where 
will  they  head  in  1985?  In  a  word 
the  answer  is  food — all  kinds  ol 
food,  from  frozen  appetizers  to  res- 
taurants. Why  have  they  become  sc 
enamored  of  the  field?  With  visions 
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of  CPC  and  Kellogg's  in  the  backs  of 
their  minds,  a  typical  response  is: 
"There  is  plenty  of  money  to  be 
made — and  stability  of  sales  and 
earnings  here,  too."  A  would-be  en- 
trepreneur who  currently  works  for 
Western  Union  commented:  "Peo- 
ple can  live  very  well  without  pre- 
mium gas  and  the  latest  new  word 
processor,  but  they  do  have  to  eat, 
you  know." 

Maybe  so,  but  the  comestibles 
crowd  sounds  distressingly  like  the 
'  old  energy  and  computer  crowds. 
|  They  are  gleefully  convinced  that 
t  they  have  found  an  area  for  which 
there  really  is  inexhaustible  de- 
mand. This  kind  of  virtual  unanim- 
ity is  a  nearly  certain  sign  that  a 
field  is  fast  becoming  overcrowded. 
By  the  time  the  majority  of  middle 
managers  are  dreaming  about  start- 
ing a  firm  in  a  "hot"  field,  the  field 
probably  can  no  longer  support 
;many  new  entries.  In  fact,  it  may 
(not  be  able  to  support  even  the  ones 
tit  already  has. 

Two  interesting  implications  for 
^investors  follow  from  this  perspec- 
tive. First,  since  the  majority  of 
^middle  and  top  managers  now  think 
-of  energy  and  computers  as  glutted, 
tnot  glamour,  fields,  this  might  be  a 
igood  time  to  do  some  selective 
■buying  in  both. 

I    Second,  the  rush  to  open  restau- 
rants, gourmet  delis  and  food  com- 
panies may  bode  ill  for  those  late- 
comers in  the  process  of  doing  so.  If 
:he  past  is  any  guide — and  it  has 
oroved  itself  reliable,  at  least  in  this 
Irespect — all  the  publicity  the  food 
tteld  is  getting  could  be  a  red  flag,  a 
Warning  that  this  area,  too,  is  com- 
ing close  to  peaking. 
i   Although  those  entering  the  area 
■;ay  that  food  is  a  necessity,  the  kind 
\hey  are  selling  isn't.  More  to  the 
)oint,  it  is  much  less  essential  than 
)il,  gas  or  computers.  That  makes  it 
mperative  for  managers  and  inves- 
tors thinking  about  investing  time 
bid  money  in  a  new  food-related 
t  venture  to  realize  how  faddish  peo- 
ple's palates  are. 

Find  out  whether  your  area  really 
Heeds,  say,  yet  another  Mexican  res- 
aurant.  Similarly,  start  small  and 
est-market  the  frozen  food  line  you 
hink  will  be  a  rousing  success.  The 
act  that  your  inventory  is  edible 
oesn't  mean,  if  the  business  fails, 
hat  you  will  be  happy  about  having 
'o  eat  it.  ■ 


2  things  you  should 

know  about  EVERY 

stock  that  concerns  you: 


Each  of  1 700  stocks  monitored  by  Value 
Line  is  the  subject  of  a  new  full-page  Re- 
port (size  8'/2"  x  11")  every  13  weeks. 
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Each  of  these  full-page  Reports  con- 
tains more  than  1000  items  of  infor- 
mation about  the  subject  company  and 
its  stock.  But  before  you  bother  with 
any  other  information,  there  are  two 
things  you  should  know  about  EVERY 
stock  that  currently  concerns  you: 

1.  How  SAFE  is  this  stock?  Value  Line  ranks  each  of  1700  stocks 
from  1  (Highest)  down  to  5  (Lowest)  for  relative  long  term  investment 
Safety.  The  Safety  rank  is  based  on  the  stock's  price  stability  and  the  com- 
pany's financial  strength  (each  of  which  is  also  ranked  separately).  If  you 
require  superior  Safety,  stick  with  stocks  ranked  1  or  2  in  this  respect. 

2.  How  TIMELY  is  this  stock?  Value  Line  ranks  each  of  1700  stocks 
from  1  (Highest)  down  to  5  (Lowest)  for  Timeliness — reflecting  Value 
Line's  objective,  computerized  assessment  of  its  relative  price  per- 
formance prospects  in  the  next  12  months.  Almost  every  stock  goes 
through  phases  when  it  performs  a  lot  better,  or  worse,  than  the  overall 
market.  Whatever  else  you  may  want  from  your  investments,  if  you  want 
performance,  we  suggest  you  stay  with  stocks  currently  ranked  1  or 
2 — and  not  worse  than  3  (Average) — for  Timeliness. 

INTRODUCTORY  OFFER 

Value  Line  is  offering  a  special  introductory  10-week  trial  subscription  to 
the  Value  Line  Investment  Survey  for  only  $37 — about  half  the  regular 
price — provided  you  have  not  had  a  subscription  in  the  past  two  years. 
As  a  bonus  at  no  additional  charge,  you  will  receive  the  booklet,  "A  Sub- 
scriber's Guide"by  Arnold  Bernhard,  Value  Line's  founder  and  research 
chief,  revealing  methods  of  stock  evaluation  that  took  decades  to  de- 
velop. SPECIAL  BONUS  OFFER.  Subscribe  to  The  Value  Line  Survey  for  a 
one  year  term  and  receive  as  an  additional  bonus  two  strong  binders  in 
which  are  already  filed  the  latest  full-page  reports  on  all  1700  stocks. 
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Commodities 


Cold  weather  in  the  Northeast  drives  the 
heating-oil-versus-gas  spread.  Is  it  worth 
trying  in  the  chaotic  energy  market? 

COLD  SNAP  = 
HOT  PROFITS 


offering  crude  at  spot  prices  that  are 
$1.25  to  $2  a  barrel  below  other 
countries'  contract  prices.  Such  a 
situation  cannot  persist — either  the 
low-price  providers  must  raise  their 
prices  or  other  producers  must  low- 
er theirs.  Given  the  weakness  in 
demand,  it  seems  more  likely  that 
prices  will  come  into  line  at  the 
lower  levels.  That  means  a  marker 
price  of  $27  a  barrel  instead  of  the 
current  $29  price. 

Once  again  OPEC  will  try  to  sta- 
bilize prices  at  the  higher  level  by 
cutting  production.  Most  observers 
believe  that  the  cartel's  output 
must  drop  to  around  16  million  bar- 
rels per  day  to  achieve  that  goal. 
However,  OPEC  has  continually 
suffered  from  cheating  by  its  mem- 
bers, and  there  is  no  reason  to  be- 
lieve that  its  known  cheaters  (Ecua- 
dor, Qatar,  Iran  and  Nigeria)  will 
suddenly  get  religion  for  the  good  of 
the  group.  It  is  difficult  for  me  to  see 
OPEC  production  dropping  below 
16.5  million  barrels  a  day. 

However,  what  OPEC  does  with 


MONEY  &  INVESTMENTS 


By  Stanley  W.  Angrisl 
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In  May  I  recommended  a  trade  that 
involved  going  long  leaded  gas- 
oline/short heating  oil.  It  had  to  be 
one  of  the  worst  suggestions  that  I 
have  ever  put  on  these  pages.  Trad- 
ers were  able  to  enter  the  spread  at 
much  better  than  the  recommend- 
ed prices,  but  they  were  quickly 
blown  away  as  the  trade  was  buf- 
feted by  unseasonably  cool  spring 
weather.  Guess  what?  I  am  going 
to  try  again. 

The  energy  sector  has  been  any- 
thing but  quiet  during  the  past  cou- 
ple of  months.  On  Oct.  17  Britain 
announced  a  cut  of  $  1 .35  a  barrel  for 
most  of  its  North  Sea  crude.  This 
drop  was  in  response  to  the  pre- 
viously announced  price  slash  by 
Norway.  Britain's  action  put  great 
pressure  on  Nigeria  and  Middle  East 
producers  to  follow  suit. 

There  are  two  factors  pushing 
down  on  current  prices:  overproduc- 
tion and  weak  demand.  The  latter 
factor  is  a  result  of  the  slow  eco- 
nomic growth  in  Europe,  and  de 
facto  higher  oil  prices  for  purchasers 
who  must  pay  for  oil  with  more 
expensive  dollars.  An  unusually 
warm  fall  in  the  U.S.  has  not  helped 
matters  either. 

The  market  has  evolved  into  an 
unstable,  two-tier  structure.  The 
North  Sea  producers  and  Nigeria  are 

Stanley1  W.  Angrist  is  a  commodity  specula- 
tor, consultant  and  longtime  observer  of  the 
commodity'  markets 


prices  and  production  is  not  likely 
to  have  a  major  impact  on  a  heating- 
oil-versus-gasoline  spread.  After  all, 
both  are  produced  from  crude  and 
should  be  affected  about  equally,  re- 
gardless of  what  happens  to  crude's 
price.  Distillate  (mostly  heating  oil) 
stocks  are  still  4%  below  what  they 
were  last  year  at  this  time.  If  we 
experience  more  normal  winter 
weather,  these  reduced  stocks 
should  be  priced  higher. 

Just  as  you  would  expect,  in  the 
winter,  demand  for  gasoline  drops 
as  driving  declines.  This  will  exert 
pressure  on  gasoline's  price  during 
the  winter  months.  (By  the  way,  on 
Dec.  3  the  New  York  Mercantile 
Exchange  added  an  unleaded  gaso- 
line contract  to  its  other  energy  fu- 
tures contracts.  No  doubt,  in  time  it 
will  supplant  the  leaded  contract.) 
Currently,  it  is  estimated  that  the 
U.S.  uses  4  million  barrels  per  day  of 
unleaded,  while  consuming  2.7  mil- 
lion barrels  of  leaded. 

The  trade  I  think  worth  attempt- 
ing is  going  long  February  heating 
oil  while  selling  short  February 
leaded  gasoline,  with  the  heating 
oil  commanding  no  more  than  an 
800-point  premium.  I  would  risk 
no  more  than  140  points.  Since 
each  point  is  worth  $4.20,  that 
would  limit  the  loss  on  this  trade 
to  $588  per  spread.  A  substantial 
cold  snap  would  cause  the  spread 
to  widen  at  least  300  points,  or 
$1,260.  The  margin  on  such  a  trade 
is  around  $500;  the  round- turn 
commission  at  a  discount  broker 
would  be  about  $42.  ■ 


Weather  permitting 


The  chart  shows  the  premium  of  February  heating  oil  over  February  leaded 
gasoline  in  recent  weeks  and  what  happened  to  the  premium  last  winter.  The 
explosion  in  that  premium  was  caused  by  unusually  cold  weather.  The  premi- 
um increased  more  than  1,500  points — about  $6,300  per  spread — from  the  third 
week  in  November  to  the  third  week  in  January.  Even  a  modest  cold  snap  this 
year  could  cause  the  premium  to  widen  at  least  300  points. 


Premium  heating  oil 
over  gasoline 
in  points 
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MONEY  &  INVESTMENTS 


The  current  recession  is  for  real  The 
decline  will  become  steep,  and  it  may  be 
prolonged  and  deep.  Here's  why. 

A  CONTRARY  VIEW 


By  S  Jay  Levy 
and  David  A.  Levy 


Don't  believe  the  optimists  who  say 
the  current  economic  weakness  is 
just  a  pause  or  growth  recession.  We 
are  in  an  authentic  recession,  and 
maybe  something  worse. 

Retail  sales  have  been  in  a  slump 

since  July.  Many  observers  believe 

that  consumers  have  been  saving  up 

!  for    another    splurge.    But    recent 

i  spending  appears  sluggish  only  in 

'  contrast  to  the  buying  binge  that 

;  occurred  during  the  first  1  Vi  years  of 

!  the  recovery.  During  no  other  18- 

i  month  period  in  the  last  35  years 

t  was  the  saving  rate  so  low.  Con- 

sumers  acquired  so  much  debt — at 

lofty  interest  rates — in  the  recent 

!  recovery  that  still  slower  spending 

is  likely  during  the  months  ahead. 

Even    a    rebound    of    consumer 

t  buying  would  not  offset  major  re- 

•  cessionary  forces   already   in   mo- 
(  tion — a  dramatic  swing  from  record 

•  inventory  investment  toward  liqui- 
dation, continued  drag  from  the  di- 

'  sastrous  trade  deficit,  decelerating 
capital  spending  and  the  still-to-be- 

,  felt  effect  of  the  midyear  decline  in 

I  housing  starts. 

The  classical  transition  from  ex- 

:  pansion  to  recession  was  triggered 
by  a  disappointing  third  quarter. 

'  Economists  S  Jay  Leiy  and  David  A.  Levy, 
1  guest  columnists,  are  partners  in  the  Chap- 
Ipaqua,  N.Y.  economic  consulting  firm  of 
I  Levy  Economic  Forecasts  and  coauthors  of 
■  Profits  and  the  Future  of  American  Society. 


Final  sales  actually  declined  a  trifle, 
leaving  business  with  a  sizable, 
largely  involuntary  accumulation  of 
inventory.  Business  was  unable  to 
sell  all  the  goods  it  expected  to  sell 
at  the  prices  it  expected  to  receive. 
Executives  reacted  to  this  situation 
by  trying  to  reduce  stocks — both  or- 
ders and  producer  prices  have  been 
falling  for  several  months,  and, 
since  July,  production  has  lost  its 
vigor.  Once  under  way,  this  inven- 
tory adjustment  process  is  a  snow- 
ball rolling  downhill. 

But  little  else  about  the  develop- 
ing recession  is  classical.  The 
economy's  decline  will  become 
steep,  and  it  may  be  prolonged  and 
deep  for  four  reasons: 

1)  The  economy  had  large,  idle 
industrial  and  commercial  capacity 
at  the  peak  of  the  cycle. 

2)  Contrary  to  popular  belief,  in- 
ventories are  dangerously  high  and 
massive  liquidation  threatens. 

3)  Fiscal  policy,  government's 
principal  weapon  for  combating  re- 
cession, is  neutralized. 

4)  The  severity  of  the  recession, 
combined  with  fears  about  interna- 
tional and  domestic  financial  insti- 
tutions, may  devastate  business  and 
consumer  confidence. 

Industry  already  has  substantial 
idle  facilities.  The  rate  of  capacity 
utilization  peaked  at  slightly  less 
than  83%  back  in  July,  well  below 
the  87%  typical  of  other  prereces- 
sion  peaks.  New  orders  for  capital 
equipment,  which  have  fallen  13% 
since  May,  began  sliding  well  before 
the  recession.  In  a  number  of  indus- 
tries, from  steel  to  semiconductors, 
capacity  is  strikingly  excessive. 

Changes  in  tax  laws  in  the  1980s 
encouraged  overinvestment  in  real 
estate.  Investors,  eager  to  achieve 
tax  advantages,  often  paid  too  little 
attention  to  whether  their  invest- 
ments were  viable  businesses.  Con- 


sequently, office  vacancy  rates  are 
20%  or  higher  in  some  cities,  yet 
building  continues.  Foreclosures  of 
Sunbelt  condominium  projects  have 
been  frequent.  Many  hotels  and  mo- 
tels are  cutting  rates  and  still  report- 
ing low  occupancy.  The  real  estate 
problems  are  just  beginning. 

Capacity  utilization  is  likely  to 
reach  a  postwar  low  in  1985.  Execu- 
tives, knowing  that  growth  of  the 
adult  population  is  not  going  to  ex- 
pand their  markets  the  way  it  did  in 
the  1960s  and  1970s,  will  be  unusu- 
ally wary  of  excess  capacity.  And  an 
increasing  share  of  whatever  new 
capital  equipment  business  does 
buy  will  come  from  abroad. 

Excess  inventories  will  also  be 
unusually  vexing.  The  popular  in- 
ventory/sales ratio,  which  fell  to  an 
alltime  low  last  January,  is  fraught 
with  distortions.  It  also  contradicts 
everyday  experience:  Despite  a 
booming  pace  of  growth  during  the 
recovery,  few  shortages  or  delivery 
delays  occurred.  Had  inventories 
really  been  low,  stockouts  and  de- 
lays would  have  been  common,  and 
business  would  not  be  unhappy 
with  its  stocks  now. 

A  superior  measure  is  the  ratio  of 
inventories  at  market  value  to  final 
sales  of  goods  and  structures.  It 
shows  that  inventories  are  propor- 
tionately lower  than  they  were  a 
few  years  ago  but  far  above  levels  for 
previous  periods  of  low  inflation. 
Companies  buy  early  to  beat  price 
increases,  but  they  want  inven- 
tories lean  when  prices  are  stable, 
let  alone  falling.  Thus,  the  develop- 
ing cyclical  inventory  liquidation 
will  be  worsened  by  a  secular  ad- 
justment for  lower  inflation. 

Since  the  1957-58  contraction, 
Washington  has  generally  respond- 
ed to  recessions  by  increasing 
spending  or  reducing  taxes.  Al- 
though deficits  expand  in  any  reces- 
sion, a  deliberate  government  tax 
cut  or  spending  increase  adds  to  and 
hastens  the  stimulus.  But  presently 
government  is  in  no  mood  to  widen 
its  deficit  aggressively. 

This  new  recession  is  the  third  in 
five  years,  an  unprecedented  occur- 
rence. Some  industries  and  many 
households  have  not  recovered  from 
the  198 1-82  contraction.  U.S.  manu- 
facturers already  are  facing  the  most 
severe  foreign  competition  that  they 
have  ever  encountered.  This  reces- 
sion is  real,  and  dangerous.  ■ 
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Leslie  Fay  116 

Lincoln  Foods 112 

Lotus  Development  ..„ 122 

MacAndrews  &  Forbes  Holdings  33 

Mack  Trucks  146 

C  F  Manbeck  14 

Market  Trends  Fund  153 

Masco 146 

Matsushita  (Japan) 46 

MCI  8 

Merrill  Lynch  46,  82 

Metro  Airlines  40 

Micron  Technology 34 

MicroPro  International  122 

Microsoft  122 

Monsanto 146 

Morgan  Stanley  46 

Motorola  156 

Murray  Ohio 160 

MVM  Training  Center  126 

NEClJapan)  34,  46 

New  England  Apple  Products  112 

New  England  Electric  System  70 

Nikko  Securities  (Japan)  46 

Nissan  (Japan)  12 

Nomura  Securities  (Japanl  46 

Oakwood  Homes 8 

Ocean  Spray 112 

Olin  1 16 

Oliver  Machinery  102 

Olivetti  Group  (Italy)  78 


Olney  Savings  Association  87 

Donny  Osmond  Entertainment  140 

Overall  Pacific  8 

Pacific  Power  &  Light 8 

Pacific  Telesis  8 

Paladin  122 

Panavision  135 

Peat,  Marwick,  Mitchell lfj* 

Perdue  Farms  14 

Philadelphia  Electric  8 

Philip  Moms  74 

Phillips  Petroleum  144 

Pioneer 146 

Pitney  Bowes  158 

PNC  Financial  148 

Polaroid 10 

Price  Waterhouse  10 

Provincetown-Boston  Airline  40 

Public  Service  Electric  &  Gas  8 

Quarterdeck  Office  Systems 122 

RCA  110 

Reltron  100 

Renault  (France) 98 

Republic  National  Bank  of  New  York 153 

R.J.  Reynolds  102 

Rhone-Poulenc  (France)  98 

Ruane,  Cunniff  &  Co 33 

Salomon  Brothers  46 

Scotty's  156 

Sears,  Roebuck  30,  46 

Seeq  Technology  36 

Seneca  112 

Sharp  (Japan)  46 

Shaw  Industries 147 

Shearson  Lehman/American 

Express  46,  94 

Shiseido  (Japan)  138  ' 

Socictc  Generale  (France)  98  I 

Sony  (Japan)  10,  46 

Speech  Systems  118 

Storage  Technology 160 

Subaru  of  America  156 

Summit  CAD  10  I 

System  Industries 160 

Technicolor  33  I 

Texaco  74 

Texas  Instruments  10,   156 

Textron  76 

Thomson  Group  |France) 98 

Touche  Ross  10  I 

Toyota  (Japan) 46  - 

Tree  Top  112 

Tropicana 112 

TRW 10 

Twentieth  Century-Fox 31 

U.S.  Shelter 94 

UAL  40  • 

Unifi  160 

Union  Carbide  6,   143 

Vance  International   126 

Video  Corp  of  America  33 

Volt  Information  Sciences  8  . 

Wang  Laboratories  118 

Warner  Communications  135 

Wee  Win  Toys  &.  Accessories  113 

Weldotron  102 

Western  Savings  94 

Western  Savings  &  Loan  87 

Western  Union* 10 

Wolverine  World  Wide  160 

Xerox  118,   122 

Xicor  36 

Yamaichi  Securities  (Japan)  46 

Ziff-Davis  Publishing 30 
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Flashbacks 


"The  more  things  change. 
Items  from  past  issues  of  Forbes 

Sixty  years  ago  in  Forbes 

(From  the  issue  of  January  1,  1925) 

"The  year  1925  opens  most  hopefully. 
It  opens  hopefully  for  wage  earners, 
hopefully  for  most  of  our  farmers, 
hopefully  for  our  railroads,  hopefully 
for  most  of  our  industries,  hopefully 
for  our  mines,  hopefully  for  our  utility 
companies,  hopefully  for  builders, 
hopefully  for  the  lumber  trade,  hope- 
fully for  automobile  makers,  hopeful- 
ly for  the  banking  world,  hopefully  for 
security  holders,  hopefully  for  our 
merchants.  The  political  outlook  is 
encouraging.  Our  international  rela- 
tions are  peaceful,  prospects  in  Eu- 
rope are  brightening." 

"The  National  Industrial  Conference 

Board  in  a  comprehensive  survey  of 
comparative  wages  finds  that  the  av- 
erage wage  earner's  pay  at  present  will 
'purchase  26%  more  of  the  necessities 
|jf  life  than  in  July  1914." 

'At  the  National  Safety  Conference 

Convened  in  Washington  on  Dec.  15, 
i-Ierbert  Hoover,  Secretary  of  Com- 
merce, said  in  substance  to  the  eight 
pig  committees:  'All  your  recommen- 
dations are  trivial.  Nearly  every  acci- 
jlent  is  a  crime.  Punish  the  guilty  so 
severely  that  they  will  remember  it 
br  the  rest  of  their  natural  lives.  Mo- 
torists should  drive  as  if  all  others  on 
jhe  road  were  born  fools.'  " 

i  fifty  years  ago 

worn  the  issue  of  January  1,  1935) 

This  New  Year  finds  America  and 
,ie  world  at  least  somewhat  better 
'■f  than  12  months  ago.  The  present 
,'ospect  is  that  next  New  Year  will 
nd  this  country  distinctly  farther 

L  Jong  the  road  towards  economic 
isalth.  However,  our  whole  national 

.  fit-look  could  be  upset  overnight  by 
ludicious    action    in    Washington. 

j  bat  qualification  must  always  be 
nphasized  in  attempting  to  read 
w  future." 

'.ong-distance  guesses  on  foreign  af- 
i  rs  during  1935:  No  major  nation  on 
<»e  continent  of  Europe  will  launch 
ir.  Hitler,  the  most  disturbing  factor 
cjall,  plans  for  future  but  not  imme- 
Cjite  defiance  of  other  powers.  Mus- 
s  ini  thunders  orally  to  impress  his 
pple,  but  has  consistently  followed 
piceful  paths." 


Edited  by  Dero  A.  Saunders 


Tfjis  streamlined  steam  engine,  shown  here  beside  the  historic  De  Witt  Clinton,  was 
offered  as  steam's  answer  to  the  onrush  of  the  diesel  in  the  1930s 


"For  every  ton  of  deadweight  which  is 
replaced  by  a  ton  of  freight,  the  rail- 
road saves  $18  per  car  per  year.  Then 
consider  that  nearly  two  of  every  five 
tons  in  the  weight  of  the  average 
freight  car  loaded  to  the  limit  is  dead- 
weight; consider,  too,  that  few  cars 
are  ever  loaded  to  their  limit — and 
you  will  have  some  idea  of  the  enor- 
mous possibilities  for  savings  offered 
by  lighter  freight  cars." 

Twenty-five  years  ago 

(From  the  issue  of  January  1,  I960) 

"Golden  Sixties?  Big-company  presi- 
dents think  so.  More  than  half,  in  a 
recent  survey,  expect  sales  to  be  at 
least  75%  higher  by  1970,  with  a  siz- 
able group  predicting  levels  four  and 
five  times  higher.  Moreover,  most  ex- 
pect profits  to  rise  even  faster.  ..." 

"The  codfish  lays  ten  thousand  eggs, 
The  homely  hen  lays  one. 
The  codfish  never  cackles 
To  tell  you  what  she's  done. 
And  so  we  scorn  the  codfish, 
While  the  humble  hen  we  prize, 
Which  only  goes  to  show  you 
That  it  pays  to  advertise." 

— From  a  1914  Broadway  play 

"Oil  supplies  were  the  subject  of  a 
bearish  report  to  the  Investment 
Bankers  Association  of  America.  Its 
Oil  &  Natural  Gas  Committee  indi- 
cated that  the  industry's  problems 
were  almost  entirely  due  to  oversup- 
ply,  saw  little  hope  for  near-term  im- 
provement in  earnings  because  of 
continued  price  instability.  .  .  ." 

"In  1955,  six  nuclear  reactor  projects 
for  power  generation  were  started  by 
U.S.  utilities.  The  next  three  years 
saw  two  each.  Last  year  only  one  was 
started.  'We're  waiting  to  see  how 
these  work  out  before  we  build  more,' 
says  one  utility  executive." 


Ten  years  ago 

(From  the  issue  of  January  1,  1975) 

"Whatever  happens  to  British  Leyland 
Motor  Corp.'s  plea  last  month  to  the 
government  for  a  reported  $120  mil- 
lion in  immediate  financial  help,  the 
main  interest  in  London  is  what  mea- 
sure of  ownership  and  control  the 
company  will  have  to  give  up  in  re- 
turn. Of  course,  a  Labor  government, 
anxious  to  keep  job  levels  up  at  Brit- 
ain's largest  employer,  is  unlikely  to 
do  much  about  Leyland's  real  prob- 
lem, the  extremely  low  output  per 
employee  of  its  work  force  of 
160,000." 

"The  other  shoe  is  about  to  drop  for 
the  oil  companies — as  sensible  ob- 
servers knew  all  along  it  finally 
would.  The  first,  of  course,  was  the 
sharp  updraft  in  their  profits  that  be- 
gan about  a  year  ago.  The  second  will 
be  a  downdraft  in  profits  during  the 
year  ahead." 


The  Shah  of  Iran,  a  decade  ago,  test-flying 
a  jet  fighter  he  got  from  the  U.S. 
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His  daily  prayer,  far  better 
understood  in  acts  than  in 
words,  was  simply  doing  good. 
John  Greenleaf  Whittier 


The  course  of  human  history 
is  determined,  not  by  what 
happens  in  the  skies,  but 
what  takes  place  in  the 
hearts  of  men. 
Arthur  Keith 


It  is  easy  to  give  alms;  it  is 
better  to  work  to  make  the 
giving  of  alms  unnecessary. 
Henry  Ford 


The  greatest  comfort  of  my  old 
age,  and  that  which  gives  me 
the  greatest  satisfaction,  is 
the  pleasing  remembrance  of  the 
many  benefits  and  friendly 
offices  I  have  done  to  others. 
Cato 


The  character  of  a  people 
may  be  ruined  by  charity. 
Theodor  Herzl 


True  generosity  does  not 
consist  in  obeying  every 
impulse  of  humanity  ...  so 
as  to  render  us  incapable 
of  future  ones. 
Oliver  Goldsmith 


I  truly  enjoy  no  more  of 
the  world's  good  things  than 
what  I  willingly  distribute 
to  the  needy. 
Seneca 


Some  are  unwisely  liberal, 
and  more  delight  to  give 
presents  than  to  pay  debts. 
Philip  Sidney 


The  manner  of  giving  shows 
the  character  of  the  giver 
more  than  the  gift  itself. 
There  is  a  princely  manner 
of  giving  and  acepting. 
John  Lavater 


Thoughts 

on  the  Business  of  Life 


Christmas  is  glorious. 
I  love  the  season,  the 
spirit  of  Christmas.  If  your 
heart  is  in  the  right 
place,  it  affords  you 
appropriate  opportunity 
to  do  things  for  others,  to 
express  your  good  will,  to  let 
yourself  go  sentimentally 
and  philanthropically. 
B.C.  Forbes 


The  most  unproductive,  empty, 
fruitless  fellow  in  the  world 
is  the  man  with  a  barren  heart. 
Fred  DeWitt  Van  Ambrugh 


Riches  without  charity  are 
nothing  worth.  They  are  a 
blessing  only  to  him  who  makes 
them  a  blessing  to  others. 
Henry  Fielding 


Good  will  isn't  a  boomerang. 
Throw  it  away  and  it  won't 
come  back. 
Frank  Tyger 


Love  is  the  hardest  lesson  in 
Christianity;  but,  for  that 
reason,  it  should  be  most 
our  care  to  learn  it. 
William  Penn 


S  7  6   5 

A  good  conscience  is  a 
continual  Christmas. 
Benjamin  Franklin 


More  than  6,000  "Thoughts,"  indexed  by 
author  and  subject,  are  available  in  a  two- 
volume  boxed  set  at  $24.95.  A  one-volume 
edition  of  over  3.000  "Thoughts."  $14.95. 
Send  check  and  order  to:  Forbes  Inc.,  60 
Fifth  Ave.,  New  York,  N.Y.  10011.  Add  sales 
tax  on  New  York  State  orders  and  other 
states  where  applicable. 


Many  look  with  one  eye  at 
what  they  give,  but  with 
seven  at  what  they  receive. 
German  Proverb 


There  are  the  haves  and  the 
have-nots — also  the  give-nots. 
Arnold  Glasow 


The  age  of  chivalry  is  gone; 
that  of  sophisters,  economists 
and  calculators  has  succeeded. 
Edmund  Burke 


Hope  in  action  is  charity,  and 
beauty  in  action  is  goodness. 
Miguel  de  Unamuno 


After  the  verb  to  love,  to 
help  is  the  most  beautiful 
verb  in  the  world. 
Bertha  van  Suttner 


A  Text . . . 

For  he  shall  give  his 
angels  charge  over  thee, 
to  keep  thee  in  all 
thy  ways. 
Psalm  91:11 


Sent  in  by  Ruth  S.  Newsome,  Bristol,  Tenn. 
What's  your  favorite  text?  The  Forbes  Scrap- 
book  of  Thoughts  on  the  Business  of  Life  is 
presented  to  senders  of  texts  used. 


Too  many  have  dispensed  with 
generosity  to  practice  charity. 
Albert  Camus 


The  man  who  lives  for  himself 
is  a  failure.  Even  if  he  gains 
much  wealth,  position  or  fortune, 
he  is  still  a  failure.  The  man 
who  lives  for  others  has  achieved 
true  success.  A  rich  man  who 
consecrates  his  wealth  and  his 
position  to  the  good  of  humanity 
is  a  success. 
Norman  Vincent  Peale 
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